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Interim Report

CEO Comment

“We are very pleased with what has been a strong first half of
2020 for SDX, despite the many challenges faced in the period.
Production hit record levels and we made some important
discoveries in both Egypt and Morocco, which have added
significant value to the Company’s portfolio, with the Sobhi
discovery, in which we have a 100% working interest, expected
to be brought on stream in Q1 2021. Our drilling success has
also opened up new exploration prospects that we expect to be
of significant value to us. With eight confirmed discoveries from
our Egypt and Morocco drilling campaigns and one well still to
be tested, reduced G&A expenses and a successful disposal, we
have allocated capital with success and discipline in the period.
We enter the second half of 2020 in a very strong position with
minimal upcoming capital commitments, a strong balance
sheet, and a portfolio of fixed and high price gas assets which
will generate significant free cash flow. We will continue to
implement our strategy for the remainder of the year, focusing
on ways that we can further grow the business, both organically
and inorganically, in the best interests of all stakeholders.”
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Interim Report

Our Highlights

Financial

Operational

US$17.2m

H1 2020 average entitlement production

H1 2020 netback

SD-12X

US$15.3m

South Disouq gas discovery made in
H1 2020 at 100% working interest

H1 2020 EBITDA

7 out of 9

US$19.4m

Gas discovery wells in Morocco

H1 2020 capex

•

H1 2020 average entitlement production
of 6,980 boe/d an increase of 97%.

•

Netback: H1 2020 netback of
US$17.2 million, 38% higher than H1 2019.

•

The South Disouq two-well drilling
campaign was completed during the period.

•

EBITDAX: H1 2020 EBITDAX of
US$15.3 million was 65% higher.

•

Following the success of SD-12X,
management is looking to high grade
a number of additional, adjacent and now
de-risked, material prospects for drilling in
the next two to three years.

•

Operating cash flow of US$10.0 million.

•

Capex: H1 2020 capex of US$19.4 million

•

Liquidity: Closing cash as at 30 June 2020
was US$9.3 million with the US$7.5 million
EBRD credit facility remaining undrawn and
available up to 1 November 2020 at which
point it will amortise to US$2.5 million of
availability.

•

Company is fully funded for all of its
planned activities in 2020 and 2021.

•

Moroccan drilling campaign has resulted
in seven discoveries from nine wells drilled
to date.

•

Following the drilling campaigns at South
Disouq and Morocco, SDX has incurred the
majority of its planned capex for 2020.

•

The Company has sold its 50% working
interest in the non-core North West Gemsa.
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Review of Operations

H1 2020 Operations Highlights
• H1 2020 average entitlement production of 6,980 boe/d, an increase
of 97% from H1 2019 and 72% higher than average production
during FY 2019 (4,062 boe/d) due to strong production levels mainly
from South Disouq, which continued to perform ahead of expectations
at gross production of 49.7 MMscf/d of dry gas and 486 bbl/d of
condensate (52.6 MMscfe/d) equating to 4,825 boe/d net to SDX.
• The South Disouq two-well drilling campaign was completed during
the period, with the second well, SD-12X (100% working interest to
SDX), being a commercial discovery in the Kafr el Sheikh formation,
and management estimating 24 bcf of recoverable resources. Plans are
underway to connect SD-12X to the Company’s gas processing
plant via a 5.8km flow line to the Ibn Yunus-1X well location with
production expected in Q1 2021. Based upon well-test data, it is
anticipated that when connected, the well will produce at a
stabilised rate of 10-12 MMscf/d.
• Following the success of SD-12X, management is looking
to high grade a number of additional, adjacent and now de-risked,
material prospects for drilling in the next two to three years.
• Moroccan drilling campaign has resulted in seven discoveries from
nine wells drilled to date, with the tenth well, LMS-2, completed and
awaiting crew mobilisation for testing. Discoveries at OYF-2 and
BMK-1 confirm the prospectivity in SDX’s existing core production and
development area extends to the north, and have de-risked c.20 bcf
of P50 prospective resources. All objectives of the drilling campaign
were achieved with 10 wells with the final two wells deferred in order
to preserve capital.
• Following the drilling campaigns at South Disouq and Morocco,
SDX has incurred the majority of its planned capex for 2020.
• Post-period end it was announced that the Company has sold its 50%
working interest in the non-core North West Gemsa (“NW Gemsa”)
licence, situated in the Eastern Desert of Egypt for US$3.0 million,
of which US$1.4 million was used to discharge the Company’s
remaining liabilities on the licence. The net US$1.6 million proceeds
exceeded management’s expectations.
H1 2020 Financial Highlights
The table below reflects the results from the North West Gemsa
concession, which was held for sale as at 30 June 2020, as a discontinued
operation (as required by IFRS). All revenues, costs and taxation from this
asset have been consolidated into a single line item “profit/(loss) from
discontinued operations” in both periods reported. Per unit metrics
do not include North West Gemsa.
Six months ended
30 June (unaudited)
US$ million except per unit amounts
2020
2019
Net revenues
22.0
15.5
Netback(1)
17.2
12.5
Net realised average oil service fees-US$/barrel
30.18
50.57
Net realised average Morocco gas price-US$/mcf 10.35
10.28
Net realised South Disouq gas price-US$/mcf
2.85
N/A
Netback-US$/boe
15.25
43.98
EBITDAX(1) (2)
15.3
9.3
Exploration & evaluation expense(3)
(5.1)
(0.6)
Depletion, depreciation and amortisation
(12.0)
(7.9)
Profit/(loss) from discontinued operations
1.1
(0.1)
Total comprehensive loss
(4.0)
(0.4)
Capital expenditure
19.4
21.8
Net cash generated from operating activities(4)
10.0
4.3
Cash and cash equivalents
9.3
11.2
(1) Refer to the “Non-IFRS Measures” section of this release below for details of Netback and EBITDAX.
(2) EBITDAX for H1 2020 includes US$2.7 million of non-cash revenue relating to the grossing up of Egyptian
corporate tax on the South Disouq PSC which is paid by the Egyptian State on behalf of the Company.
(3) US$4.5 million of non-cash Exploration & Evaluation (“E&E”) write offs in total are included within this line item.
(4) Excludes discontinued operations.

02 / SDX Energy Plc / 2020 Interim Report & Financial Statements

•

•

•

•
•

•

•

•

Netback: H1 2020 Netback of US$17.2 million, 38% higher than
H1 2019, was driven by a full half year of production above
expectations from South Disouq. This effect was partly offset by
lower production in Morocco due to COVID-19 shutdowns and lower
production in West Gharib due to increased water cut and lower oil
service fee realisations. Operating expenses were US$1.7 million higher
predominantly due to South Disouq starting up in November 2019.
The lower per unit netback of US$15.25/boe in 2020 (2019:
US$43.98/boe) results from the contribution of South Disouq in 2020
which has high volume, lower netback production, versus 2019 which
did not include South Disouq and therefore reflected a higher
proportion of volumes from Morocco, which achieves high netbacks.
EBITDAX: H1 2020 EBITDAX of US$15.3 million was 65% higher than
H1 2019 of US$9.3 million due to higher Netback, lower recurring
G&A expenses and lower transaction costs in 2020, partly offset
by a non-recurring stock-based compensation credit in 2019 following
the departure of two senior employees.
Depletion, Depreciation and Amortisation (“DD&A”): H1 2020 DD&A
charge was higher at US$12.0 million compared to US$7.9 million in
H1 2019 due to South Disouq start up in Q4 2019, partly offset by
a reduced charge in Morocco following 2P reserves additions from the
recent drilling campaign in Q4 2019/Q1 2020, and lower production.
Non-cash E&E write offs: Charges totalling US$4.5 million following
the drilling of two sub-commercial wells, SD-6X in South Disouq and
SAH-5 in Morocco.
Operating cash flow (before capex, excluding discontinued
operations): H1 2020 operating cash flow (before capex, excluding
discontinued operations) of US$10.0 million, higher than H1 2019 of
US$4.3 million primarily due to the EBITDAX drivers discussed above,
as well as a reduction in accounts receivable during the period.
Capex: H1 2020 capex of US$19.4 million, reflecting:
- US$12.2 million (including US$0.5 million of decommissioning
provisions) for the Moroccan drilling campaign, well tie-ins and
customer connections;
- US$6.0 million for the drilling of the SD-6X (SDX: 55% interest)
and SD-12X (SDX: 100% interest) wells in South Disouq (including
US$0.2 million of decommissioning provisions and a US$0.3
million development lease bonus for the SD-12X discovery);
- US$0.5 million for additional work and insurance spares at the
South Disouq Central Processing Facility (“CPF”);
- US$0.5 million for drilling/workovers in West Gharib; and
- US$0.2 million for Morocco facilities and customer connections
Liquidity: Closing cash as at 30 June 2020 was US$9.3 million with
the US$7.5 million EBRD credit facility remaining undrawn and
available up to 1 November 2020 at which point it will amortise
to US$2.5 million of availability.
Together with cash generated from operations, the Company
is fully funded for all of its planned activities in 2020 and 2021.

COVID-19 update
• During the second half of March 2020 and into April 2020, COVID-19
containment restrictions in Morocco temporarily impacted our operations,
with three customers being required to close their operations. However,
in early May these same customers re-started production and as at 30 June
2020 had returned to approximately 60% of their pre-closure consumption
rates. Whilst some restrictions have been eased, there remains uncertainty
as to when production will return to pre-COVID-19 levels and accordingly
the Company is revising its full year production guidance for the Moroccan
business to 5.3-6.0 MMscf/d (gross), from 6.7-6.9 MMscf/d (gross).
Previously the Company had highlighted that should the three customers
remain closed down for three months, then FY 2020 guidance would be
revised to 5.7-6.2 MMscf/d (gross) and if the close down extends to six
months, then the guidance would be revised to 5.0-5.5 MMscf/d (gross).
Gross consumption for H1 2020 was 5.7 MMscf/d and the bottom end of
the updated guidance of 5.3-6.0 MMscf/d (gross) reflects the potential risk
of further shutdowns in H2 2020 if a second spike of COVID-19 infections
occur. Egyptian production remains unaffected by COVID-19 at present.
The Company continues to follow applicable government guidance in each
of its territories.
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2020 Guidance
• 2020 production guidance has been revised to take account of the
disposal of NW Gemsa and the impact of COVID-19 on production
in Morocco. As such, the Company’s revised 2020 full year guidance
is set at 6,000-6,250 boe/d (original guidance of 6,750-7,000 boe/d).
The revised 2020 production guidance is 48-54% higher
than 2019 actual production.
• 2020 capex guidance has been revised down to US$26.2 million
from US$28.2 million as per the Company’s Q1 2020 operating and
financial results provided on 20 May 2020. The revision reflects the
removal of US$2.0 million of budgeted NW Gemsa workover costs
that will not be incurred by the Company following the sale of
the asset.

Outlook
• The Company is well-placed to weather the current macroeconomic
uncertainties and continues to screen a number of business
development opportunities.
• Cash generation is expected to continue strongly in the second half
of 2020 as approximately 90% of the Company’s cash flows are
expected to be generated from fixed-price gas businesses.
• 2020 and 2021 work programmes are fully funded.
• The Company continues to assess the optimum use of its capital,
whether that be investment into new projects or returning cash to
shareholders. At present it is felt that continued investment into new
projects is the optimum use of the Company’s capital, however this will
be assessed on an ongoing basis.

Operations Update
H1 2020 Production and Full Year Guidance

Asset
Core assets
South Disouq-WI 55%
West Gharib-WI 50%
Morocco-WI 75%
Non-core assets
NW Gemsa-WI 50%
South Ramadan-WI 12.75 %
Total

52.6 MMscfe/d 47-49 MMscfe/d
3,395 bbl/d 3,200-3,300 bbl/d
5.7 MMscf/d 5.3-6.0 MMscf/d

4,300-4,460
610-630
663-750

4,825
647
707

822
745

N/A-now disposed N/A-now disposed
251 boe/d
-

385
42
6,000-6,267

769
32
6,980

1,972
3,539

H1 2020 actual entitlement production of 6,980 boe/d, an increase
of 97% from H1 2019, with South Disouq and West Gharib exceeding
guidance. Full year guidance has been revised to approximately
6,000-6,250 boe/d from 6,750-7,000 boe/d to reflect the disposal
of the non-core NW Gemsa concession and lower consumption
expectations in Morocco which has been impacted by COVID-19
shutdowns. Given this, our revised full year guidance for Morocco
is 5.3-6.0 MMscf/d which is representative of actual production
achieved in H1 2020 (original guidance of 6.7-6.9 MMscf/d).
An analysis of production by asset is as follows:
- South Disouq (W.I. 55%): The South Disouq asset has performed
above expectations during H1 2020, with all four wells flowing
ahead of expected rates and the CPF achieving higher than
planned levels of uptime. During Q2 2020, a well testing program
was carried out as part of scheduled reservoir management
activities. Scheduled CPF maintenance is planned for Q3 2020 and
one of the four wells, SD-4X, will be produced at lower rates
during H2 2020 until a planned workover to reduce water
production, as a result of poor cement job when the well was
originally completed, is carried out in Q1 2021 after SD-12X (SDX
W.I. 100%) has been brought on stream. Notwithstanding the
above, the Company re-iterates its full year guidance of gross
production of 47-49 MMscfe/d.
- West Gharib (W.I. 50%): A new production well, Rabul-3,
was successfully drilled, completed and tied into the field
production system during H1 2020. Although the existing well
stock experienced increasing water cut during the half year,
production in the period was higher than guidance albeit lower
than the same period in 2019. Given the above, the Company
re-iterates its full year guidance of gross production of
3,200-3,300 bbl/d for 2020.

-

-

-

Morocco (W.I. 75%): As previously reported, following a period
of strong demand in January and February, three customers
accounting for 50% of normal daily consumption were required
to close between mid-March and early May due to COVID-19
restrictions imposed by the Government of Morocco. Since the
recommencement of production, these customers have gradually
increased their consumption to c.60% of pre-closure levels, which
is constrained by ongoing virus containment measures. The
situation in-country remains uncertain and as a result, guidance
for this business for FY 2020 has been revised from 6.7-6.9
MMscf/d to 5.3-6.0 MMscf/d.
NW Gemsa (W.I. 50%): The Company sold its 50% working
interest in this asset in July 2020, with an effective date of
1 April 2020. Gross production to 31 March 2020 was 3,076
boe/d (1,538 boe/d net to SDX), which equates to equivalent
actual entitlement production to the Company of 769 boe/d for
H1 2020 and 385 boe/d for the full year. Prior to its sale, the field
exceeded expectations, primarily due to a slower rate of pressure
depletion and water cut increase.
South Ramadan (W.I. 12.75%): South Ramadan, situated
offshore in the Gulf of Suez, commenced production in Q2 2020
at approximately gross 350 bbl/d. Post completion of an acid
stimulation operation, production is expected to stabilise during
H2 2020 at gross 400-500 bbl/d.
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Gross production
SDX entitlement production
Actual
Guidance
Guidance
Actual
Actual
6 months ended 12 months ended 12 months ended
6 months ended
6 months ended
30 June 2020 31 December 2020 31 December 2020
30 June 2020
30 June 2019
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2020 Drilling and Operations
Morocco drilling campaign update (SDX 75% working interest)
• Two close to infrastructure appraisal/development wells were drilled in Q1
2020. The first well, SAH-5, encountered sub-commercial volumes of gas
and was plugged and abandoned. The second well, SAH-3, was drilled to
a measured depth of 1,129 metres and encountered 5.5 metres of gas
sands across two intervals. Management estimates that approximately
0.5 bcf is recoverable from this well, which is expected to be tied into
production infrastructure later in 2020 to support customer demand.
• Two subsequent step-out exploration wells, OYF-2 and BMK-1, have
confirmed that the Company’s core productive area extends to the
north. The OYF-2 well intersected both pre-drill targets in the Upper
and Lower Guebbas horizons, and has been successfully tested.
Management estimates that 1.3-1.9 bcf of gas is recoverable from the
horizons encountered at OYF-2. The BMK-1 well, further to the north,
also encountered gas in both the Upper and Lower Guebbas horizons,
albeit due to downhole issues only the former could be logged and
completed. Management estimates that 0.9 bcf of gas is recoverable
from both of these horizons. The BMK-1 well will be tested in the
coming months once COVID-19 restrictions have been lifted.
• Significantly, the OYF-2 and BMK-1 wells have de-risked up to 20 bcf
of adjacent P50 prospective resources for future drilling, of which
approximately 10 bcf is located in and around BMK-1.
• The final well of the campaign, LMS-2 well in the Lalla Mimouna
concession, encountered a 10.6 metre net gas reservoir with 30.9%
porosity. The LMS-2 gas has a different thermogenic composition from
the gas in our core productive area which suggests that it is from
a new, and likely deeper, source rock. The well has been cased and
completed and it will be perforated and tested to determine its
potential when changes to COVID-19 restrictions make it possible
to bring a well testing crew into the country.
• Following the play-opening discoveries made during the campaign,
the Company is undertaking an analysis to optimise tie-in costs and
future drilling activity in this new area.
• Having fulfilled the objectives for the Morocco campaign, being:
(i) to add 2P reserves in and around its existing infrastructure;
(ii) to determine if its existing producing area extends to the north; and
(iii) to test the prospectivity within the Lalla Mimouna concession, the
Company decided not to drill the final two planned wells. As these last
two wells would not have been immediately tied into the Company’s
infrastructure or contributed cash flows in the near term, the Company
has chosen to preserve its capital and postpone, at no incremental
cost, these last two wells for a future campaign.
• The above developments will allow the Company to significantly extend
reserve life and continue to support lower CO2 emissions at our customers.
South Disouq Egypt exploration drilling campaign update
(SDX 55% working interest)
• Having concluded well planning in late Q4 2019, the SD-6X (Salah)
well was drilled in Q1 2020, to a total depth of 3,167 metres. The well
encountered 1.7 metres of net gas bearing sand in the Kafr El Sheikh
Formation (average porosity 34%), 1.0 metre of net gas bearing sand
in the Abu-Madi Formation which has 143 metres of high quality net
reservoir (average porosity 24%) and 258 metres of high quality net
reservoir in the Qawasim Formation (average porosity 20%). The gas
sands in both the Kafr El Sheikh and Abu Madi were deemed to be
sub-economic and the Qawasim had low gas saturation. The thinner
than expected gas columns encountered in SD-6X were attributable
to the absence of a sealing mechanism in the stratigraphic traps being
targeted by the well.
• The rig then moved to the site of the next drilling location, the SD-12X
(Sobhi) exploration well, and was spud on 18 March 2020. The well was
drilled to a measured depth of 2,415 metres, encountering 36 metres net
of high-quality gas-bearing sands, with an average porosity of 20%, near
the base of the Kafr El Sheikh (“KES”) formation. The top of the KES
sand was encountered at a measured depth of 2,169 metres.
Management’s best estimate is that the well has encountered
approximately 24 bcf of recoverable gas resources which is significantly
in excess of the minimum commercial volume of approximately 8 bcf.
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Subsequently, the Company conducted a drill stem test (DST)
in April 2020 during which, following clean-up and a shut-in period,
a maximum rate of 25 MMscf/d on a 54/64” choke was recorded
during the main flowing period. This initial flow test was followed by
a three hour period flowing at a stable rate of 15 MMscf/d on a
28/64” choke and then a further four hours flowing at a stable rate
of 10 MMscf/d on a 16/64” choke. The well was then shut in for a
12-hour build-up period during which pressure continued to increase
back to pre-test levels. After the DST the well was completed with a
gravel-pack (GP) and an extended well test (EWT) conducted. During
the EWT the well was flowed at rates of 9, 13 and 15 MMscf/d for 12,
8 and 28 hours at 25/64”, 36/64” and 44/64” choke respectively.
The well performance and EWT test data suggested that, when
completed, the well will produce at an optimum stabilised rate of
10-12 MMscf/d which is in line with the nearby Ibn Yunus-1X
producing well. The well is expected to produce mostly dry gas.
Management expects that the Sobhi well will be tied in during
2020/21 via a 5.8 kilometre connection to the Ibn Yunus-1X location
where an existing flow-line connects down to the South Disouq CPF.
On a gross basis, the tie-in cost is estimated at US$3.5 million. The
discovery will potentially only require one further development well to
be drilled, which will not be necessary for another two to three years.
SDX drilled the Sobhi well at a 100% working interest and the total
cost of the well, including the cost to complete and test, was US$4.0
million. Management expects the Sobhi well to commence production
in Q1 2021 when the SD-4X well is taken offline for a workover.
The Company’s partner has confirmed that, due to the premium
that would be payable if it exercised its back-in rights under the Joint
Operating Agreement, it will not participate in the development of the
Sobhi discovery.
Post the discovery at SD-12X, SDX has been undertaking a review
of remaining prospectivity in the South Disouq acreage identifying
material low-risk prospects. The work has focussed on, but has not
been restricted to, the now de-risked basal Kafr el Sheikh play, with
a number of features having been identified and advanced to prospect
status. The basal Kafr el Sheikh play has so far been identified to
contain approximately 73bcf recoverable volumes (management
estimate) with a number of additional significant features yet to be
fully defined. During the review process, leads and prospects have
been identified in other plays that have been proven to exist in either
the South Disouq concession or in adjacent acreage. Additional
features have been identified in the shallow Kafr el Sheikh horizon,
leads in the 10 to 20bcf recoverable range have been identified in the
Abu Madi play and prospects and leads are being analysed in a “buried
hill” play that is analogous to producing fields in adjacent acreage.
With the buried hill play, one feature has been worked to prospect
status and is estimated to contain approximately 23bcf recoverable
volumes (management estimate). Other, similar sized buried hill
features have been identified plus one much larger feature and these
are currently being worked to prospect status. Negotiations are
underway with the Egyptian authorities for an extension of the
existing licences to enable SDX to pursue the material opportunities
that have been identified.

West Gharib Egypt exploration drilling campaign update
(SDX 50% working interest)
• During Q1 2020, the Rabul-3 development well in the West Gharib
Concession in Egypt was drilled to a total depth of 1,710 metres and
encountered approximately 39 metres of net heavy oil pay across the
Yusr and Bakr formations. The Yusr and Bakr formations are of
excellent reservoir quality with an average porosity of 21%. The well
was completed as a producer in mid-April 2020, with both formations
being perforated. After connection to the CPFs at West Gharib and
clean-up, the well has produced at the expected average stabilised
rate of approximately 300 bbl/d.

2020 Capex Guidance
• 2020 capex guidance has been revised down to US$26.2 million
from US$28.2 million as per the Company’s Q1 2020 operating and
financial results provided on 20 May 2020. The revision reflects the
removal of US$2.0 million of budgeted NW Gemsa workover costs
that will not be incurred by the Company following the sale of the
asset. Guidance for all other assets is maintained, however the
Company will continue to exercise prudent capital discipline when
evaluating expenditure for the remainder of this year, particularly
given current macroeconomic circumstances.
• These points are explained further in the following analysis of
the revised US$26.2 million 2020 capex guidance.
- US$10.7 million at South Disouq which is for the drilling of two
exploration wells (SD-6X: SDX 55% interest and SD-12X: SDX
100% interest), the tie in costs for the successful SD-12X well to
the CPF (SDX 100% interest), well workovers, CPF equipment
spares and a deposit on the booster compressor planned for South
Disouq in 2021. Capex incurred as at 30 June 2020 represents the
dry-hole cost of the non-commercial SD-6X well, the costs of
drilling, completing and testing the SD-12X discovery well
(including decommissioning provision and development bonus)
and equipment spares for the CPF;
- US$2.0 million for up to three appraisal/development wells
in West Gharib; and
- US$13.5 million covering the Morocco drilling campaign, which
completed in March, and new well connections and customer
infrastructure which are expected to be incurred in H2 2020.

US$10.7 million US$6.5 million(1)
US$2.0 million US$0.5 million
US$13.5 million US$12.4 million(2)
US$nil million
US$nil million
US$26.2 million US$19.4 million

(1) Includes US$0.2 million of non-cash decommissioning provisions.
(2) Includes US$0.5 million of non-cash decommissioning provisions.

H1 2020 Financial Update
• Netback for the six months to 30 June 2020 was US$17.2 million,
38% higher than the Netback of US$12.5 million for the six months
to 30 June 2019, driven by:
Net revenue increase of US$6.5 million due to:
- US$10.6 million of South Disouq revenue, following production
start up in Q4 2019 offset by;
- US$3.9 million lower revenue at West Gharib due to lower realised
service fees (H1 2020: US$30.19/bbl, H1 2019: US$50.57/bbl) and
lower production (H1 2020: 647 bbl/d, H1 2019: 822 bbl/d); and
- US$0.3 million lower revenue in Morocco due to decreased
production caused by shutdowns required by COVID-19
restrictions (H1 2020: 707 boe/d, H1 2019: 745 boe/d)
- Operating costs increasing by US$1.7 million from prior period due
to the commencement of production at South Disouq and South
Ramadan, partly offset by lower costs at each of the other assets.
• EBITDAX for the six months to 30 June 2020 was US$15.3 million,
US$6.0 million (65%) higher than EBITDAX of US$9.3 million for the
six months to 30 June 2019, due to higher Netback and lower G&A
expenses due to the absence in 2020 of transaction costs associated
with the Company’s redomicile to the UK in 2019 and redundancy
costs for two senior employees who left in Q2 2019.

The main components of SDX’s comprehensive loss of US$4.0 million
for the six months ended 30 June 2020 are:
- US$17.2 million Netback;
- US$5.1 million of E&E expense, of which:
- US$2.3 million represents the write-off of the sub-commercial
SD-6X well in South Disouq, including associated 3D seismic
costs;
- US$2.2 million is the write off of the sub-commercial SAH-5
well in Morocco, including associated 3D seismic costs; and
- US$0.6 million relates to ongoing new venture activity.
- US$12.0 million of DD&A expense reflects increased charges due
to South Disouq start up in Q4 2019, partly offset by a lower
charge in Morocco following 2P reserve additions from Q4
2019/Q1 2020 drilling;
- US$2.0 million of ongoing G&A expense, including US$0.1 million
of transaction costs associated with the disposal of NW Gemsa;
- US$2.7 million of Egyptian corporation tax for South Disouq; and
- US$1.1 million profit from discontinued operations representing
the result from the NW Gemsa field up to 31 March 2020 prior
to its sale.

Operating cash flow
(before capex, excluding discontinued operations)
• Operating cash flow (before capex, excluding discontinued
operations): H1 2020 operating cash flow (before capex, excluding
discontinued operations) of US$10.0 million, higher than H1 2019 of
US$4.3 million primarily due to the EBITDAX drivers discussed above,
as well as a reduction in accounts receivable during the period.
CAPEX
• US$19.4 million of capital expenditure has been invested into the
business during the six months to 30 June 2020:
- US$12.2 million (including US$0.5 million of decommissioning
provisions) for the Moroccan drilling campaign;
- US$6.0 million for the drilling of the SD-6X (SDX: 55% interest)
and SD-12X (SDX: 100% interest) wells in South Disouq
(including US$0.2 million of decommissioning provisions and
a US$0.3 million development lease bonus for the SD-12X
discovery);
- US$0.5 million for additional work and insurance spares at the
South Disouq CPF;
- US$0.5 million for drilling and workovers in West Gharib; and
- US$0.2 million for Morocco facilities and customer connections.
Liquidity update
• Closing cash as at 30 June 2020 was US$9.3 million with the
US$7.5 million EBRD credit facility remaining undrawn. In April, the
Company and EBRD agreed a waiver from the scheduled amortisation
of the facility which was due on 1 May 2020. The waiver resulted in
availability remaining at US$7.5 million up until 1 November 2020
rather than reducing to US$5.0 million.
• The Company is in discussions with the EBRD to extend the tenor and
re-establish the full availability of the US$10 million credit facility.
Corporate update
• The Company is well-placed to weather the current macroeconomic
uncertainties and continues to screen a number of business
development opportunities.
• In the period SDX announced the appointment of Catherine Stalker
as independent non-executive Director effective 6 February 2020.
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Asset
Core assets
South Disouq-WI 55%
West Gharib-WI 50%
Morocco-WI 75%
Non-core asset
NW Gemsa-WI 50%
Total

Guidance
Actual
12 months ended 6 months ended
31 December 2020
30 June 2020

•
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Egypt
South Disouq
South Disouq is an 828 km2 concession located
65 km north of Cairo in the Nile Delta region.
It is on trend with several other prolific gas fields
in the Abu Madi Formation. SDX Energy holds
a 55% interest and operates the concession.
Its partner, IPR, holds the remaining 45%
interest. Development leases have been granted
for the Messinian-aged Abu Madi Formation
South Disouq gas field and the Pliocene-aged
Kafr El Sheikh Formation Ibn Yunus gas field.

West Gharib
West Gharib is 22 km2 in area and is currently
producing from the Meseda and Rabul fields,
both of which are included in the Block-H
development lease. The concession is covered
by a production service agreement, which allows
for lower cost operations than the traditional
joint venture structure. SDX Energy has a 50%
working interest in the operation, with Dublin
International Petroleum, the operator, holding
the remaining 50% working interest.

H1 2020 Activity
Two exploration wells were drilled in H1 2020
in the South Disouq concession. The first well,
SD-6X-A (Salah), reached TD on 28 February
2020, with sub-commercial gas accumulations
in the Kafr El Sheikh and the Abu Madi
Formation sands. SD-6X-A was subsequently
temporarily abandoned.

The Meseda field produces 18o API oil from the
high-quality Miocene-aged Asl sands of the
Rudeis formation. The Rabul field produces 16o
API oil from the Miocene-aged Yusr and Bakr
sands, which are also part of the Rudeis
formation.

The second well, SD-12X (Sobhi), reached TD
on 29 March 2020 when it encountered 108
feet of gas-bearing sands. A drill stem test
(DST) was conducted on SD-12X achieved
a maximum rate of 25 MMscf/d on a 54/64”
choke and the well was completed as a gas
producer. A second extended test was
conducted on SD-12X. It confirmed the
commercial discovery and indicated that the
optimum production rate would be 10-12
MMscf/d. An FDP and a development lease
application for Sobhi were submitted to the
Egyptian authorities for approval. Development
activities, including the laying of a 5.8km
flowline that will connect to the existing CPF,
are underway with first gas from Sobhi expected
in Q1 2021.
Following the end of the drilling campaign, a full
review of the block prospectivity was started. It has
identified several interesting features that have
guided the design of the proposed development
leases, which will help to maintain SDX’s footprint
over some of the remaining prospects.
During April 2020, tests were conducted
on all the producing wells as part of reservoir
management and field maintenance.

H1 2020 Activity
During the early part of H1 2020, the Company
participated in the drilling of the Rabul-3 well,
reaching TD on 1 March 2020, when oil was
discovered in the Yusr and Bakr sands with a
total net pay of 116ft. The well was completed
as a producer and came online on 13 April 2020.
Rabul-3 has experienced variable rates but has
stabilised at 300 bbl/d since start-up to date.
Further optimisation studies on this well are
underway.
A total of eight well workovers were completed
during H1 in the West Gharib and Rabul Fields:
Rabul-3 was recompleted in the Yusr reservoir
and the other workovers predominantly related
to pump and tubing replacements.
Gross capex in 2020 is expected to be
approximately US$4.0 million (US$2.0 million
net to SDX) for workovers, pump replacements,
and facilities upgrades. Although up to two
more wells are planned for 2020, in the current
price environment the Company and its partner
may elect to defer this activity in order to
preserve capital in the current environment.
Throughout H1, the combined West Gharib
and Rabul average gross sales production stood
at approximately 3,394 boe/d (647 boe/d net
to SDX).

Throughout H1, the combined South Disouq
and Ibn Yunus Fields average gross sales
production stood at 49.7 MMscf/d and 486
bbl/d condensate (4,825 boe/d net to SDX).
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South Ramadan
The 26 km2 South Ramadan development
concession is located in the offshore Gulf
of Suez, between the prolific Ramadan and
Morgan fields. SDX Energy holds a 12.75%
working interest in the concession, with Pico
holding 37.25% and GPC holding the remaining
50%. The concession is considered prospective
for the Lower Cretaceous-aged Nubia sandstone
and there has been historical production from
the Eocene-aged Thebes and Upper
Cretaceous-aged Matulla formations.
H1 2020 Activity
The SRM-3ST well came online on 17 April
2020, producing from the Thebes, Brown
Limestone, and Sudr Formations at an initial
gross rate of approximately 350 bbl/d. An acid
wash stimulation of the well was performed on
3 May 2020 and, at the end of the period the
well was producing at a stable rate of
approximately 400-500 bbl/d.
The planned workover of the SRM-2 well
has been postponed due to the current oil price
and the COVID-19 environment.
Based on the production and plans for SRM-2,
the Company will decide how best to optimise
its position in the licence.
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Morocco
The Company’s Moroccan acreage (SDX 75%
working interest and operator) consists of five
concessions, all of which are in the Gharb Basin
in northern Morocco: Sebou, Gharb Occidental,
Lalla Mimouna Nord, Lalla Mimouna Sud, and
Moulay Bouchta Ouest.
The Sebou Central concession is a 220 km2
exploration permit with several exploitation
concessions contained within it. The exploitation
concessions granted under the Sebou Onshore
Petroleum Agreement are:
• Gueddari Sud, expired 18 January 2020
- Gueddari Sud is essentially depleted
and the small remaining volumes were
produced past the expiry date with
ONHYM’s agreement.
• Sidi Al Harati SW, expiry 20 September 2023
• Ksiri Central, expiry 18 January 2025
• Sidi Al Harati W, expiry 17 October 2024
The Lalla Mimouna area comprises the Lalla
Mimouna Nord and Lalla Mimouna Sud permits
for a total land area of 2,211 km2. SDX has
completed the work programme requirements
of the final extension of the Lalla Mimouna
Petroleum Agreement and applied for and was
granted an extension of two years to the Lalla
Mimouna Nord permit (1,371 km2). The twoyear extension is being used to evaluate and
commercialise the discoveries in the area.
This extension did not include any additional
work commitments. Because of the COVID-19
restrictions in Morocco, the licence, which was
due to expire in July 2020, is currently under
force majeure. It is expected that an extension
to allow SDX to test LMS-2 will be granted once
the force majeure period ends.
The Lalla Mimouna Sud permit lapsed in July
2018 and a new application was made in a
separate request. On 7 February 2019, the
Company was re-awarded the Lalla Mimouna
Sud permit (857 km2) for a period of eight years,
with a commitment to drill one exploration well
and acquire 50 km2 of 3D seismic within the first
two-and-a-half-year period, formally starting on
14 March 2019. The 3D seismic commitment
was met as part of the 2018 Gharb Centre 3D
seismic acquisition programme described below.

The permit for the Gharb Occidental concession
was acquired on 1 June 2017 for a period of
eight years. Covering an area of over 1,362 km2,
it has a work programme commitment to
acquire 200 km2 of 3D seismic, which was
fulfilled in Q3 2018, and to drill two exploration
wells within the first four-year period, the first
of which was drilled in Q1 2018. The drilling of
CGD-14 in October 2019 completed our work
commitments for the initial period of this
programme. Furthermore, the additional drilling
that has been conducted in the permit already
will offset future commitments in subsequent
exploration periods.
Finally, the Company announced the award
of the Moulay Bouchta Ouest concessions
from the Government of Morocco on 7 February
2019. This exploration concession was been
awarded to SDX for a period of eight years for
a commitment to reprocess 150 kilometres of
2D seismic data, acquire 100 km2 of new 3D
seismic, and drill one exploration well within the
first three-and-a-half-year period that formally
started on 14 March 2019.

the LMS-2 appraisal well in the Lalla Mimouna
Nord permit. LMS-2 reached TD 13 March 2020
with the discovery of 10.6 m of net gas pay in
30.9% porosity sandstones. The LMS-2 well has
been cased and completed and, when COVID-19
restrictions allow, will be tested. The success of
LMS-2 has the potential to open up the Lalla
Mimouna Nord permit to further drilling derisking a number of other prospects.
Due to ongoing restrictions on service personel
entering Morocco, planned workovers have
been delayed, and connection work for the
SAH-4 and CGD-16 wells is being expedited.
Completion is anticipated during Q3 2020 and
will help to sustain production levels, if and
when needed. Following the successful
hydrotest of the historic pipeline connecting the
OYF-1 well to the DRJ gas station, connection
of OYF-2 is considered for Q4 2020, at a much
lower cost than initially envisaged.
The 2020 total gross capex is expected to be
approximately US$14.0 million, with SDX’s share
being approximately US$13.5 million.

H1 2020 Activity
The company completed its drilling campaign
in Morocco with the drilling of SAH-5 (spudded
in late 2019), SAH-3, OYF-2, BMK-1 and LMS2. Originally planned as a 12 well campaign, the
company achieved its objectives with 10 wells,
and elected to defer the remaining two wells
to preserve capital. The two postponed wells will
be drilled as part of a future campaign.

At the end of the period, the average daily
production was 5.7 MMscf/d. This production
rate is lower than was anticipated at year-end
2019 due to the impact of COVID-19
restrictions in Morocco, which resulted in some
customers temporarily reducing demand or
shutting in completely. Post-period end,
demand was beginning to rise again as the
customers began to slowly ramp up operations.

SAH-5 (TD 5 January 2020) was a subcommercial gas discovery made in Gharb Centre,
which was subsequently plugged and
abandoned. The SAH-3 well (TD 14 January
2020, testing operation completed 20 February)
was a commercial gas discovery in Gharb Centre.
OYF-2 was a low-risk step-out exploration well,
which reached TD 22 January 2020 and was a
commercial gas discovery. A brief flow test was
completed on OYF-2 25 February 2020. The
BMK-1 well was a similarly low-risk step out
exploration well in the northern part of Gharb
Centre. Due to down hole issues, the well was
side-tracked (BMK-1z) and reached TD on
29 February 2020. It was subsequently
suspended as a commercial gas discovery.
The success of BMK-1z opens up a new area for
further drilling. The last well in the campaign was

If government COVID-19 restrictions are lifted,
several well interventions are planned in H2
2020. These include the recompletions of the
CGD-14 and SAH-2 wells, and, depending on
well performance, sliding sleeve switching jobs
at KSR-8 and KSR-12. Following successful
results from compression in Q3 2019, the second
compressor will also to be commissioned and
connected in H2 2020 to sustain the
consumption that is expected to increase once
all the customers resume working at full capacity.
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Operational and financial highlights
In accordance with industry practice, production volumes and revenues are reported on a Company interest basis, before the deduction of royalties.
US$’000s
West Gharib production service fee revenues

Six months ended 30 June
2020
2019
3,555
7,525

South Disouq gas sales revenue(1)
Royalties
Net South Disouq gas revenue

14,174
(4,819)
9,355

-

Morocco gas sales revenue
Royalties
Net Morocco gas sales revenue

7,992
(325)
7,667

Net other products revenue

1,374

-

Total net revenue(2)

21,951

15,487

Direct operating expense

(4,709)

(3,014)

Netback: West Gharib
Netback: South Disouq gas(3)
Netback: Morocco gas
Netback: Other products(4)
Netback (pre-tax)(2)

1,572
7,755
6,992
923
17,242

5,514
6,959
12,473

EBITDAX(2)

15,327

9,311

NW Gemsa sales (boe/d)
West Gharib production service fee (bbl/d)
South Disouq gas sales (boe/d)
Morocco gas sales (boe/d)
Other products sales (boe/d)
Total sales volumes (boe/d)(5)

769
647
4,557
707
300
6,980

1,972
822
745
3,539

NW Gemsa sales (boe)
West Gharib production service fees (bbls)
South Disouq gas sales (boe)
Morocco gas sales (boe)
Other products sales (boe)
Total sales volumes (boe)(5)

139,949
117,807
829,428
128,641
54,593
1,270,418

357,058
148,790
134,816
640,664

Brent oil price (US$/bbl)
West Gharib oil price ($US/bbl)

$39.87
$35.05

$65.99
$59.60

Realised West Gharib service fee (US$/bbl)
Realised Morocco gas price (US$/mcf)

$30.18
$10.35

$50.57
$10.28

$4.98
$4.17

$1.26
$10.63

Netback (US$/boe)(2)

$15.25

$43.98

Capital expenditures

19,375

21,818

Royalties (US$/boe)(2)
Operating costs (US$/boe)(2)

8,318
(356)
7,962

(1) South Disouq gas is sold to the Egyptian State at a fixed price of $2.65MMbtu, which equates to approximately $2.85/Mcf.
(2) The NW Gemsa concession, which was held for sale as at 30 June 2020, has been recognised as a discontinued operation. All revenues, costs and taxation from this asset have been consolidated into a single line item
“profit/(loss) from discontinued operations” in both periods reported and are not included in this table. Royalties/boe, operating costs/boe and netback/boe also exclude NW Gemsa.
(3) When calculating netback for South Disouq gas and other products (condensate), all South Disouq operating costs are allocated to gas, as associated products have assumed nil incremental operating costs.
(4) South Ramadan revenue and operating costs are included in netback of other products.
(5) NW Gemsa sales volumes included to show Group’s entitlement interest production.
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Production service fees (relates to West Gharib only)
Production service fee volumes
The Company recorded service fee revenue relating to the oil production that is delivered to the State Oil Company (“GPC”) from the Meseda and Rabul
fields within Block H. The Company is entitled to a service fee of between 19.0% and 19.25% of the delivered volumes and has a 50% working/paying
interest. The service fee revenue is based on the current market price of West Gharib crude oil, adjusted for a quality differential.
Production service fee pricing
For the six months ended 30 June 2020, the Company received an average service fee per barrel of oil of US$30.18, compared to the average West Gharib
price for the period of US$35.05, representing a discount of US$4.87 (14%) per barrel. The Company receives a discount on the West Gharib price
because of the quality of the oil produced.
Production service fee variance from prior year
For the six months ended 30 June 2020 (compared to the six months ended 30 June 2019), the decrease in production service fee revenue by
US$3.9 million, 52%, to US$3.6 million, was prompted by a decrease in price of US$2.4 million, 32%, in 2020 as a result of a declining oil price environment
and a 21% decrease in production of US$1.6 million. The lower production reflects an increase in water cut across several wells, which was partly offset by
two new wells that came into production in the second half of 2019 (MSD-19 and RB-7), a further well on production in April 2020 (RB-3), and well
workover results.
US$’000s
Period ended 30 June 2019
Price variance
Production variance
Period ended 30 June 2020

7,525
(2,402)
(1,568)
3,555

South Disouq gas sales revenue

Production from the South Disouq field reached plateau of 50MMscfe/d (gross) in mid-December 2019, several months ahead of plan. During H1 2020,
production averaged 52.6MMscfe/d (gross) as wells flowed ahead of expected rates and the Central Processing Facility achieved higher than planned
levels of uptime.
Morocco gas sales revenue
The Company currently sells natural gas to eight industrial customers in Kenitra, northern Morocco. During the second half of March 2020 and into
April 2020, COVID-19 containment restrictions in Morocco had a temporary impact on our operations, with three customers being required to close
their operations. In early May, these same customers were able to resume production, albeit not at full capacity. As at 30 June 2020, three customers
had returned to approximately 60% of their pre-closure consumption rates. Whilst some restrictions have been eased, there remains uncertainty as to
when production will return to pre-COVID-19 levels and accordingly the Company has revised its full year production guidance for the Moroccan
business to 5.3-6.0 MMscf/d (gross), from 6.7-6.9 MMscf/d (gross). The Company’s Moroccan business remains extremely resilient and can
breakeven with customer consumption levels at 20% of pre-COVID-19 2020 levels.
Morocco gas sales variance from prior year
For the period ended 30 June 2020 (compared to the period ended 30 June 2019), the decrease in Morocco gas sales revenue of US$0.3 million,
4%, is primarily due to a decrease in sales volumes resulting from customer shutdowns beginning in late March 2020 because of COVID-19.
US$’000s
Period ended 30 June 2019
Price variance
Production variance
Period ended 30 June 2020

8,318
56
(382)
7,992

Royalties
Royalties fluctuate in Egypt from quarter to quarter because of changes in production and the impact of commodity prices on the amount of cost
oil or gas allocated to the contractors. In turn, there is an impact on the amount of profit oil or gas from which royalties are calculated.
In Morocco, sales-based royalties become payable when certain inception-to-date production thresholds are reached, according to the terms
of each exploitation concession.
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The Company sells gas production from the South Disouq concession to the Egyptian national gas company, EGAS, at a fixed price of US$2.65/MMbtu
(approximately US$2.85/Mcf). The Government of Egypt’s entitlement share of gross production from the asset equates to approximately 51%.
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Morocco gas sales revenue (continued)
Direct operating costs
Direct operating costs for the period ended 30 June 2020 were US$4.7 million compared to US$3.0 million for the comparative period of the prior year.
The direct operating costs per concession were:
US$’000s
West Gharib
South Disouq
Morocco-Sebou
South Ramadan
Total direct operating expense

Six months ended 30 June
2020
2019
1,983
2,011
1,600
675
1,003
451
4,709
3,014

The direct operating costs per boe per concession were:
US$/boe
West Gharib
South Disouq
Morocco-Sebou
Total direct operating costs per boe

Six months ended 30 June
2020
2019
16.83
13.52
1.82
5.25
7.44
4.17
10.63

West Gharib
Direct operating costs for the six months ended 30 June 2020 for West Gharib were in line with the comparative period of the prior year, at US$2.0 million
as although production has declined, the number of wells has remained flat. Workover activity was similar in both periods. For the period ended 30 June
2020, the direct operating costs per bbl were higher at US$16.83/bbl compared to US$13.52/bbl in the previous period due to lower production and
stable operating costs.
South Disouq
Direct operating costs for South Disouq for the period ended 30 June 2020 were US$1.6 million. This included the Company’s share of a one-off
production bonus of US$0.6 million. The production bonus was payable following sustained gross production of 5,000+ boe/d as per the terms of the PSC.
Morocco-Sebou
Direct operating costs for the period ended 30 June 2020 for Morocco were US$0.3 million lower than in the comparative period of the prior year.
The variance is the result of lower ONHYM training/bonus fees and higher allocated operational employee costs to capital expenditure due to the
drilling campaign in Q1 2020.
General and administrative expenses
US$’000s
Wages and employee costs
Consultants-inc. PR/IR
Legal fees
Audit, tax and accounting services
Public company fees
Travel
Office expenses
IT expenses
Service recharges
Ongoing general and administrative expenses
Transaction costs
Total net G&A

Six months ended 30 June
2020
2019
3,179
4,321
331
335
133
271
363
313
276
306
112
88
220
200
246
282
(2,942)
(2,995)
1,918
3,121
68
1,104
1,986
4,225

Ongoing general and administrative (“G&A”) costs for the period ended 30 June 2020 were US$1.9 million compared to US$3.1 million for the same
period of the prior year. Ongoing G&A costs in 2020 were lower primarily as the result of lower wages and employee costs due to the departure of the
former CEO and Head of BD in Q2 2019 which also included associated severance payments.
Transaction costs in 2020 related to professional services in support of the disposal of NW Gemsa. 2019 transaction costs related to the re-domicile
of the Group from Canada to the UK, the Group’s capital reduction, and previous business development initiatives.
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Capital expenditures
The following table shows the capital expenditure for the Company. It agrees with notes 7 and 8 to the Consolidated Financial Statements for the period
ended 30 June 2020, which include discussion therein.
Six months ended 30 June
2020
2019
1,434
4,512
17,921
17,246
20
60
19,375
21,818

US$’000s
Property, plant and equipment expenditures (“PP&E”)
Exploration and evaluation expenditures (“E&E”)
Office furniture and fixtures
Total capital expenditures

Exploration and evaluation expense
For the six months ended 30 June 2020, exploration and evaluation expenses stood at US$5.1 million, compared to US$0.6 million in the comparative
period of the previous year. The current period expense relates mainly to:
• The US$2.3 million write-off of a non-commercial well, SD-6X (Salah), including associated seismic costs, which was drilled during the 2020 Egypt
exploration drilling campaign; and
• the write-off of US$2.2 million for a non-commercial well, SAH-5, which was drilled during the period as part of the Morocco drilling campaign.
The remaining expense of US$0.6 million relates to new business evaluation activities that occurred during H1 2020, and predominantly relates to internal
management time. This is in line with the business evaluation costs incurred in H1 2019.
Depletion, depreciation and amortisation
For the period ended 30 June 2020, depletion, depreciation, and amortisation (“DD&A”) amounted to US$12.0 million, compared to US$7.9 million in the
comparative period of the previous year. The variance is primarily the result of South Disouq coming on production from Q4 2019. Lower Morocco DD&A
was as a result of an increase in reserves from the drilling success of wells drilled in 2019 added in early 2020 and lower production.

The DD&A for right of use assets had been recorded in line with IFRS 16. Please refer to notes 7 and 19 in the Condensed Consolidated Financial Statements.
Sources and uses of cash
The Company reported a cash position of US$9.3 million as at 30 June 2020, with an undrawn facility with EBRD amounting to US$7.5million.
The following table sets out the Company’s sources and uses of cash for the period ended 30 June 2020 and 2019:
US$’000s
Sources
Operating cash flow of continuing operations before working capital movements
Operating cash flow from discontinued operations
Advance proceeds from NW Gemsa sale
Dividends received
Effect of foreign exchange on cash and cash equivalents
Total sources
Uses
Changes in non-cash working capital
Property, plant and equipment expenditures
Property, plant and equipment expenditures on discontinued operations
Exploration and evaluation expenditures
Payments of lease liabilities
Finance costs paid
Income taxes paid
Effect of foreign exchange on cash and cash equivalents
Total uses
Decrease in cash
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Six months ended 30 June
2020
2019
12,145
4,462
1,000
774
18,381

7,365
8,476
639
190
16,670

(972)
(5,625)
(11,593)
(308)
(70)
(1,135)
(457)
(20,160)

(1,734)
(4,022)
(791)
(14,494)
(418)
(58)
(1,303)
(22,820)

(1,779)
11,054
9,275

(6,150)
17,345
11,195
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Six months ended 30 June
2020
2019
1,189
1,250
6,357
3,987
6,049
353
345
87
240
11,973
7,884

US$’000s
West Gharib
South Disouq
Morocco-Sebou
Right of use assets
Other
Total DD&A

Interim Report

Financial Review
For the six months ended 30 June 2020

COVID-19 update
During the second half of March 2020 and into April 2020, COVID-19 containment restrictions in Morocco temporarily impacted our operations, with
three customers being required to close their operations. However, in early May these same customers re-started production and as at 30 June 2020 had
returned to approximately 60% of their pre-closure consumption rates. Whilst some restrictions have been eased, there remains uncertainty as to when
production will return to pre-COVID-19 levels and accordingly the Company is revising its full year production guidance for the Moroccan business to
5.3-6.0 MMscf/d (gross), from 6.7-6.9 MMscf/d (gross). Egyptian production remains unaffected by COVID-19 at present. The Company continues
to follow applicable government guidance in each of its territories.
Going concern
The Company directors have reviewed the Company’s forecasted cash flows for the next 12 months from the date of publication of these Condensed
Consolidated Financial Statements. The capital expenditure and operating costs used in these forecasted cash flows are based on the Company’s
boardapproved 2020 SDX corporate budget, which reflects approved operating budgets for each of its joint ventures and an estimate of 2020 SDX corporate
general and administrative expenses. The Company’s forecasted cash flows also reflect its best estimate of operational and corporate expenditure, including
corporate general and administrative costs. The directors have made enquiries into and considered the Egyptian and Moroccan business environments and
future expectations regarding commodity price risk, particularly the oil price risk, given the volatility in quoted Brent and WTI crude oil prices.
The directors have considered the sensitivities and potential outcomes relating to:
i) country and commodity price risks;
ii) the Company’s ability to change the timing and scale of discretionary capital expenditure;
iii) the Company’s ability to manage operating costs; and
iv) the Company’s ability to manage general and administrative costs.
The directors have considered the impact on the forecasted cash flows of the low oil price environment and potential impact on demand resulting from the
COVID-19 virus, as well as counterparty credit risk. In addition, the directors have considered the counterparty credit risk as a result of the low oil price and
COVID-19 virus. The directors have performed sensitivities on these forecasted cash flows and noted considered that the Company’s underlying long-term
fixed-price contracts in Gharb Basin gas fields in Morocco and South Disouq in Egypt mitigated the potential risk on going concern.
As a result, the directors consider that, in a low-price environment the Company has sufficient resources at its disposal to continue for the foreseeable future.
Non-IFRS measures
The Financial Review contains the terms “netback” and “EBITDAX”, which are not recognised measures under IFRS. The Company uses these measures
to help evaluate its performance.
Netback
Netback is a non-IFRS measure that represents sales net of all operating expenses and government royalties. Management believes netback to be a useful
supplemental measure to analyse operating performance and provide an indication of the results generated by the Company’s principal business activities
prior to the consideration of other income and expenses. Management considers netback an important measure because it demonstrates the Company’s
profitability relative to current commodity prices. Netback may not be comparable to similar measures other companies use.
EBITDAX
EBITDAX is a non-IFRS measure that represents earnings before interest, tax, depreciation, amortisation, exploration expense, and impairment,
which is operating income/(loss) adjusted for the add-back of depreciation and amortisation, exploration expense, and impairment of property, plant,
and equipment (if applicable). EBITDAX is presented so that users of the financial statements can understand the cash profitability of the Company,
excluding the impact of costs attributable to exploration activity, which tend to be one-off in nature, and the non-cash costs relating to depreciation,
amortisation, and impairments. EBITDAX may not be comparable to similar measures other companies use.
Nicholas Box
Chief Financial Officer and Director
20 August 2020
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Independent review report to
SDX Energy Plc
Report on the interim financial statements
Our conclusion
We have reviewed SDX Energy Plc’s interim financial statements in the
interim report and financial statements of SDX Energy Plc for the six
month period ended 30 June 2020. Based on our review, nothing has
come to our attention that causes us to believe that the interim financial
statements are not prepared, in all material respects, in accordance with
International Accounting Standard 34, “Interim Financial Reporting”,
as adopted by the European Union and the AIM Rules for Companies.

Responsibilities for the interim financial statements and the review
Our responsibilities and those of the directors
The interim report and financial statements, including the interim financial
statements, is the responsibility of, and has been approved by, the
directors. The directors are responsible for preparing the interim report
and financial statements in accordance with the AIM Rules for Companies
which require that the financial information must be presented and
prepared in a form consistent with that which will be adopted in the
company’s annual financial statements.

What we have reviewed
The interim financial statements comprise:
• the condensed consolidated balance sheet as at 30 June 2020;
• the condensed consolidated statement of comprehensive income
for the period then ended;
• the condensed consolidated statement of cash flows for the period
then ended;
• the condensed consolidated statement of changes in equity
for the period then ended; and
• the explanatory notes to the interim financial statements.

Our responsibility is to express a conclusion on the interim financial
statements in the interim report and financial statements based on our
review. This report, including the conclusion, has been prepared for and
only for the company for the purpose of complying with the AIM Rules for
Companies and for no other purpose. We do not, in giving this conclusion,
accept or assume responsibility for any other purpose or to any other
person to whom this report is shown or into whose hands it may come
save where expressly agreed by our prior consent in writing.

As disclosed in note 2 to the interim financial statements, the financial
reporting framework that has been applied in the preparation of the full
annual financial statements of the Group is applicable law and
International Financial Reporting Standards (IFRSs) as adopted by the
European Union.

A review is substantially less in scope than an audit conducted
in accordance with International Standards on Auditing (UK) and,
consequently, does not enable us to obtain assurance that we would
become aware of all significant matters that might be identified in an
audit. Accordingly, we do not express an audit opinion.
We have read the other information contained in the interim report and
financial statements and considered whether it contains any apparent
misstatements or material inconsistencies with the information in the
interim financial statements.
PricewaterhouseCoopers LLP
Chartered Accountants
Aberdeen
20 August 2020
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The interim financial statements included in the interim report and
financial statements have been prepared in accordance with International
Accounting Standard 34, “Interim Financial Reporting”, as adopted by the
European Union and the AIM Rules for Companies.

What a review of interim financial statements involves
We conducted our review in accordance with International Standard on
Review Engagements (UK and Ireland) 2410, “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity” issued
by the Auditing Practices Board for use in the United Kingdom. A review
of interim financial information consists of making enquiries, primarily of
persons responsible for financial and accounting matters, and applying
analytical and other review procedures.

Financial Statements

Condensed Consolidated Balance Sheet (unaudited)
As at 30 June 2020

US$’000s
Assets
Cash and cash equivalents
Trade and other receivables
Held for sale assets
Inventory
Current assets

As at
30 June
2020

As at
31 December
2019

9,275
16,336
807
7,824
34,242

11,054
21,774
7,972
40,800

3,477
61,476
28,369
1,682
95,004

3,916
67,895
18,720
1,687
92,218

129,246

133,018

9
10
11
19

26,213
328
244
550
27,335

25,982
317
1,484
506
28,289

10
11
19

6,064
290
1,167
7,521

5,287
290
1,121
6,698

34,856

34,987

2,593
7,351
(917)
37,034
48,329

2,593
7,038
(917)
37,034
52,283

94,390

98,031

129,246

133,018

Note
5
4a
20
6

Investments
Property, plant and equipment
Exploration and evaluation assets
Right-of-use assets
Non-current assets

7
8
19

Total assets
Liabilities
Trade and other payables
Decommissioning liability
Current income taxes
Lease liability
Current liabilities
Decommissioning liability
Deferred income taxes
Lease liability
Non-current liabilities
Total liabilities
Equity
Share capital
Share-based payment reserve
Accumulated other comprehensive loss
Merger reserve
Retained earnings

12
13
12

Total equity
Equity and liabilities
The notes are an integral part of these Condensed Consolidated Financial Statements.

The Condensed Consolidated Financial Statements on pages 16 to 30 were approved by the board of directors on 20 August 2020
and signed on its behalf by:

Mark Reid
Chief Executive Officer and Director
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Nicholas Box
Chief Financial Officer and Director
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Condensed Consolidated Statement
of Comprehensive Income (unaudited)
For the six months ended 30 June 2020

US$’000s
Revenue, net of royalties

Note(s)
14

Direct operating expense
Gross profit
Exploration and evaluation expense
Depletion, depreciation and amortisation
Stock-based compensation
Share of profit from joint venture
General and administrative expenses
- Ongoing general and administrative expenses
- Transaction costs

Six months ended 30 June
2020
2019
21,951
15,487
(4,709)
17,242

(3,014)
12,473

8
7,19
13

(5,099)
(11,973)
(313)
384

(615)
(7,884)
339
724

15
15

(1,918)
(68)

(3,121)
(1,104)

Operating (loss)/income

(1,745)

812

Finance costs
Foreign exchange loss
(Loss)/income before income taxes

(276)
(301)
(2,322)

(245)
(42)
525

11

(2,746)

(758)

Profit/(loss) from discontinued operations

20

1,114

(121)

(3,954)

(354)

$(0.019)
$(0.019)

$(0.002)
$(0.002)

Loss and total comprehensive loss for the period
Net loss per share
Basic
Diluted

16
16

The notes are an integral part of these Condensed Consolidated Financial Statements.
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Current income tax expense
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Condensed Consolidated Statement
of Changes in Equity (unaudited)
For the six months ended 30 June 2020

US$’000s
Share capital
Balance, beginning of period
Share-for-share exchange-old
Share-for-share exchange-new
Capital reduction
Balance, end of period

Note
12

Share-based payment reserve
Balance, beginning of period
Share-based compensation for the period
Balance, end of period
Accumulated other comprehensive loss
Balance, beginning of period
Balance, end of period
Merger reserve
Balance, beginning of period
Share-for-share exchange
Balance, end of period

12

2,593
2,593

88,899
(88,899)
51,865
(49,272)
2,593

7,038
313
7,351

6,860
(339)
6,521

(917)
(917)

(917)
(917)

37,034
37,034

37,034
37,034

Retained earnings
Balance, beginning of period
Capital reduction
Total comprehensive loss for the period
Balance, end of period

52,283
(3,954)
48,329

21,197
49,272
(354)
70,115

Total equity

94,390

The notes are an integral part of these Condensed Consolidated Financial Statements.
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12

Six months ended 30 June
2020
2019

115,346
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Condensed Consolidated Statement
of Cash Flows (unaudited)
For the six months ended 30 June 2020

US$’000s
Cash flows generated from/(used in) operating activities
(Loss)/income before income taxes
Adjustments for:
Depletion, depreciation and amortisation
Exploration and evaluation expense
Finance expense
Stock-based compensation charge/(credit)
Foreign exchange loss/(gain)
Tax paid by state
Share of profit from joint venture
Operating cash flow before working capital movements

Note(s)

7,19
8
13
11

Six months ended
2020

2019

(2,322)

525

11,973
4,527
276
313
457
(2,695)
(384)
12,145

7,884
245
(339)
(226)
(724)
7,365

4a
9
6

978
(528)
(1,422)
11,173

(2,320)
1,440
(854)
5,631

Income taxes paid
Net cash generated from operating activities

11

(1,135)
10,038

(1,303)
4,328

4,462

8,476

(5,625)
(11,593)
1,000
774
(15,444)

(4,022)
(14,494)
639
(17,877)

Cash generated from discontinued operations
Cash flows generated from/(used in) investing activities:
Property, plant and equipment expenditures
Exploration and evaluation expenditures
Advance proceeds from NW Gemsa sale
Dividends received
Net cash used in investing activities

7
8

Cash used in investing activities of discontinued operations
Cash flows generated from/(used in) financing activities:
Payments of lease liabilities
Finance costs paid
Net cash used in financing activities
Decrease in cash and cash equivalents
Effect of foreign exchange on cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

19

(791)

(308)
(70)
(378)

(418)
(58)
(476)

(1,322)

(6,340)

(457)

190

11,054

17,345

9,275

11,195

The notes are an integral part of these Condensed Consolidated Financial Statements.
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Decrease/(increase) in trade and other receivables
(Decrease)/Increase in trade and other payables
Payments for inventory
Cash generated from operating activities

Financial Statements

Notes to the Condensed
Consolidated Financial Statements (unaudited)
For the six months ended 30 June 2020
1. Reporting entity
SDX Energy Plc (“SDX” or “the Company”) is a company domiciled in the United Kingdom. The address of the Company’s registered office is
38 Welbeck Street, London, United Kingdom, W1G 8DP. The Condensed Consolidated Financial Statements of the Company as at and for the period
ended 30 June 2020 (“Condensed Consolidated Financial Statements”) comprise the Company and its wholly owned subsidiaries and include the
Company’s share of joint arrangements (together the “Group”).
The Company’s shares trade on the London Stock Exchange’s Alternative Investment Market (“AIM”) in the United Kingdom under the symbol “SDX”.
The Company is engaged in the exploration for and development and production of oil and natural gas. The Company’s principal properties are in the
Arab Republic of Egypt and the Kingdom of Morocco.
2. Basis of preparation
a) Statement of compliance
The annual financial statements of SDX Energy Plc are prepared in accordance with IFRSs as adopted by the European Union.
The condensed set of financial statements included in this half-yearly financial report has been prepared in accordance with International Accounting
Standard 34 “Interim Financial Reporting”, as adopted by the European Union and the AIM Rules for Companies.
b) Basis of measurement
The Condensed Consolidated Financial Statements have been prepared on the historical cost basis.
c) Functional and presentation currency
The functional currency for each entity in the Group, and for joint arrangements and associates, is the currency of the primary economic environment
in which that entity operates. Transactions denominated in other currencies are converted to the functional currency at the exchange rate ruling at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated at period-end exchange rates.
The Group’s financial statements are presented in US dollars, as that presentation currency most reliably reflects the business performance of the Group
as a whole. On consolidation, income statement items for each entity are translated from the functional currency into US dollars at average rates of
exchange, where the average is a reasonable approximation of rates prevailing on the transaction date. Balance sheet items are translated into US dollars
at period-end exchange rates.
d) Use of estimates and judgments
The preparation of financial statements in conformity with IFRS requires management to make judgments, estimates and assumptions that affect the
application of accounting policies and the reported amounts of assets, liabilities, income, and expenses. Actual results may differ from these estimates
and affect the results reported in these Condensed Consolidated Financial Statements. Estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are recognised in the year in which the estimates are revised and in any future years affected.
Purchase price allocations, depletion, depreciation and amortisation, and amounts used in impairment calculations are based on estimates of crude oil
and natural gas reserves. Reserve estimates are based on engineering data, estimated future prices, expected future rates of production, and the timing
of future capital expenditures, all of which are subject to many uncertainties, interpretations, and judgements. The Company expects that, over time,
its reserve estimates will be revised upward or downward, based on updated information such as the results of future drilling, testing, and production
levels, and may be affected by changes in commodity prices.
In accounting for property, plant, and equipment during the drilling of oil and gas wells, at period end it is necessary to estimate the value of work done
(“VOWD”) for any unbilled goods and services provided by contractors.
The invoicing of produced crude oil, natural gas, and natural gas liquids is, for non-operated concessions, performed by the Company’s joint venture
partners. In certain concessions, the operator relies on production and/or price information from other third parties, which may not be consistently
prepared and received on a timely basis. In such instances, the Company may be required to estimate production volumes and/or prices based on the most
robust available data.
Provisions recognised for decommissioning costs and related accretion expense, derivative fair value calculations, fair value of share-based payments
expense, deferred tax provisions, and fair values assigned to any identifiable assets and liabilities in business combinations are also based on estimates.
By their nature, the estimates are subject to measurement uncertainty and the impact on the Condensed Consolidated Financial Statements of future
periods could be material.
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Page title

e) Going concern
The Company directors have reviewed the Company’s forecasted cash flows for the next 12 months from the date of publication of these Condensed
Consolidated Financial Statements. The capital expenditure and operating costs used in these forecasted cash flows are based on the Company’s boardapproved 2020 SDX corporate budget, which reflects approved operating budgets for each of its joint ventures and an estimate of 2020 SDX corporate
general and administrative expenses. The Company’s forecasted cash flows also reflect its best estimate of operational and corporate expenditure, including
corporate general and administrative costs. The directors have made enquiries into and considered the Egyptian and Moroccan business environments and
future expectations regarding commodity price risk, particularly the oil price risk, given the volatility in quoted Brent and WTI crude oil prices.
The directors have considered the sensitivities and potential outcomes relating to:
i) country and commodity price risks;
ii) the Company’s ability to change the timing and scale of discretionary capital expenditure;
iii) the Company’s ability to manage operating costs; and
iv) the Company’s ability to manage general and administrative costs.
The directors have considered the impact on the forecasted cash flows of the low oil price environment and potential impact on demand resulting from the
COVID-19 virus, as well as counterparty credit risk. In addition, the directors have considered the counterparty credit risk as a result of the low oil price and
COVID-19 virus. The directors have performed sensitivities on these forecasted cash flows and noted considered that the Company’s underlying long-term
fixed-price contracts in Gharb Basin gas fields in Morocco and South Disouq in Egypt mitigated the potential risk on going concern.
As a result, the directors consider that, in a low-price environment the Company has sufficient resources at its disposal to continue for the foreseeable future.
The foreseeable future is defined as being not less than 12 months from the date of publication of these Condensed Consolidated Financial Statements.
Given the above, these Condensed Consolidated Financial Statements continue to be prepared under the going concern basis of accounting.

3. Determination of fair values
Some of the Company’s accounting policies and disclosures require the determination of fair value; for both financial and non-financial assets
and liabilities. Fair values have been determined for measurement and/or disclosure purposes based on the methods set out below. When applicable,
further information about the assumptions made in determining fair values is disclosed in the notes specific to that asset or liability.
The different levels of financial instrument valuation methods have been defined as:
Level 1 fair value measurements are based on unadjusted quoted market prices.
Level 2 fair value measurements are based on valuation models and techniques where the significant inputs are derived from quoted indices.
Level 3 fair value measurements are based on unobservable information.
The carrying value of cash and cash equivalents, trade and other receivables, trade and other payables, and loans and borrowings included
in the consolidated balance sheet approximate to their fair value because of the short-term nature of those instruments.
The fair value of employee stock options is measured using Black-Scholes (non-market-based performance conditions) and Monte Carlo (market-based
performance conditions) option pricing models. Measurement inputs include the share price on the measurement date, exercise price of the instrument,
expected volatility based on the weighted average historic volatility (adjusted for changes expected as the result of publicly available information), the
weighted average expected life of the instruments based on historical experience and general option holder behaviour, expected dividends, anticipated
achievement of performance conditions, and the risk-free interest rate.
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f) New standards and interpretations not yet adopted
Certain new accounting standards and interpretations have been published that are not mandatory for the current reporting periods and have not been
early adopted by the group. These standards are not expected to have a material impact on the entity in the current or future reporting periods and on
foreseeable future transactions.

Financial Statements

Notes to the Condensed
Consolidated Financial Statements (unaudited)
For the six months ended 30 June 2020
4. Financial risk management
Credit risk is the risk of financial loss to the Company if a customer, partner, or counterparty to a financial instrument fails to meet its contractual
obligations and arises principally from the Company’s receivables from joint venture partners, oil and natural gas customers, and cash held with banks.
The maximum exposure to credit risk at the end of the period is as follows:

US$’000s
Cash and cash equivalents
Trade and other receivables(1)
Total

Carrying amount
30 June
31 December
2020
2019
9,275
11,054
14,093
20,298
23,368
31,352

(1) Excludes prepayments of US$2.2 million which are included in the Interim Consolidated Balance Sheet as trade and other receivables but which are not categorised as financial assets as summarised above (2019: US$1.5 million).

a) Credit risk
Trade and other receivables
All the Company’s operations are conducted in Egypt and Morocco. The Company’s exposure to credit risk is influenced mainly by the individual
characteristics of each counter party.
The Company applies the IFRS 9 simplified model for measuring the expected credit losses, which uses a lifetime expected loss allowance and are
measured on the days past due criterion. Having reviewed past payments, combined with the credit profile of its existing trade debtors, to assess the
potential for impairment, the Company has concluded that this is insignificant because there has been no history of default or disputes arising on invoiced
amounts since inception. As a result, the credit loss percentage is assumed to be almost zero. No provision for doubtful accounts against these sales has
been recorded as at 30 June 2020 and 31 December 2019.
The maximum exposure to credit risk for loans and receivables at the reporting date by type of customer was:

US$’000s
Government of Egypt-controlled corporations
Government of Morocco-controlled corporations
Third-party gas customers
Joint venture partners
Other(1)
Total

Carrying amount
30 June
31 December
2020
2019
6,223
7,489
3,870
3,909
3,027
3,703
218
4,025
755
1,172
14,093
20,298

(1) Excludes prepayments of US$2.2 million which are included in the Interim Consolidated Balance Sheet as trade and other receivables but which are not categorised as financial assets as summarised above (2019: US$1.5 million).

US$6.2 million of current receivables relates to oil, gas, and condensate/NGL sales and production service fees that are due from EGPC, GPC and EGAS
(2019: US$7.5 million), Government of Egypt-controlled corporations. The Company expects to collect outstanding receivables of US$4.7 million (2019:
US$2.2 million) for South Disouq, US$1.3 million for West Gharib (2019: US$2.8 million), US$0.1 million for South Ramadan (2019: nil)
and US$0.1 million for NW Gemsa (2019: US$2.5 million) in the normal course of operations.
ONHYM, a Government of Morocco-controlled corporation, owes US$3.9 million, which relates to its outstanding share of well completion and connection
costs, and production costs. A payment of US$0.5 million was received from ONHYM during 2020. A payable of US$3.8 million (2019: US$3.6 million)
from ONHYM is also held on the Condensed Consolidated Balance sheet.
US$3.0 million is owing from third-party gas customers in Morocco and is expected to be collected within agreed credit terms.
Subsequent to 30 June 2020, the Company collected US$4.3 million of trade receivables from those outstanding at 30 June 2020; US$1.2 million from
EGAS, US$0.5 million from GPC, US$0.1 million from EGPC, and US$2.5 million from third-party gas customers in Morocco.
The joint venture partner current accounts represent the net of monthly cash calls paid less billings received. At 30 June 2020, US$0.2 million
was receivable from the joint venture partner in the South Disouq concession (2019: US$2.1 million), representing both billed and unbilled amounts.
As at 31 December 2019, the joint venture partner balance included an overcall of US$1.8 million due from the joint venture partner in the NW Gemsa
concession, which was subsequently reduced by Q1 2020 billings to US$1.0 million. This asset was held for sale as at 30 June 2020, see note 20.
The other receivables of US$0.8 million consist of US$0.1 million for Goods and Services Tax (“GST”)/Value Added Tax (“VAT”), US$0.4 million
for deposits, and US$0.3 million for other items.
US$2.2 million related to prepayments predominantly associated with the South Disouq development and the SD-12X flowline is recorded
in the Condensed Consolidated Balance Sheet.
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As at 30 June 2020 and 31 December 2019, the Company’s trade and other receivables, other than prepayments, are aged as follows:

US$’000s
Current (less than 90 days)
Past due (more than 90 days)
Total

Carrying amount
30 June
31 December
2020
2019
9,583
16,713
4,510
3,585
14,093
20,298

Current trade and other receivables are unsecured and non-interest-bearing. The balances that are past due are not considered impaired.
Current trade and other receivables past due (more than 90 days old) have increased by US$0.9 million compared to 31 December 2019. This increase
is primarily owing to one Moroccan gas customer with whom a payment plan had been agreed due to the impact of a COVID-19 enforced shutdown.
The aged invoice for the Moroccan gas customer amounting to US$0.8 million was collected in the first week of July 2020, in line with the payment plan.
5. Cash and cash equivalents

US$’000s
Cash and bank balances
Restricted cash(1)
Total cash and cash equivalents

Carrying amount
30 June
31 December
2020
2019
7,784
9,451
1,491
1,603
9,275
11,054

(1) Cash collateral of US$1.5 million (2019: US$1.6 million) is held at the bank to cover bank guarantees for minimum work commitments on the Company’s Moroccan concessions. These guarantees are subject to forfeiture in
certain circumstances if the Company does not fulfil its minimum work obligations.
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6. Inventory
During the six months ended 30 June 2020, the inventory balance decreased from US$8.0 million as at 31 December 2019 to US$7.8 million as at
30 June 2020. The decrease is due to the consumption of inventory for drilling campaigns in Morocco and Egypt amounting to US$2.2 million which are
partly offset by inventory additions in Morocco of US$1.1 million for the drilling campaign and surface facilities projects, and further additions amounting
to US$0.9 million for the South Disouq exploration drilling and development in the period.

Financial Statements

Notes to the Condensed
Consolidated Financial Statements (unaudited)
For the six months ended 30 June 2020
7. Property, plant and equipment
US$’000s
Cost:
Balance at 31 December 2018

Oil and gas properties

Other assets

Total

105,863

1,380

107,243

Additions
Transfer from exploration and evaluation assets
Balance at 31 December 2019

5,387
47,556
158,806

199
1,579

5,586
47,556
160,385

Additions
Transfer from exploration and evaluation assets
Balance at 30 June 2020

1,434
3,747
163,987

20
1,599

1,454
3,747
165,586

Accumulated depletion, depreciation, amortisation and impairment:
Balance at 31 December 2018

(58,009)

(554)

(58,563)

Depletion, depreciation and amortisation for the year
Impairment expense
Balance at 31 December 2019

(25,165)
(8,327)
(91,501)

(435)
(989)

(25,600)
(8,327)
(92,490)

(11,533)
(103,034)

(87)
(1,076)

(11,620)
(104,110)

Depletion, depreciation and amortisation for the period
Balance at 30 June 2020
NBV Property, plant and equipment as at 31 December 2019
NBV Property, plant and equipment as at 30 June 2020

67,305
60,953

590
523

67,895
61,476

During the period ended 30 June 2020, additions of US$1.5 million were predominantly related to costs incurred for the South Disouq development
project (US$0.5 million) relating to additional work and insurance spares for the CPF and pipelines, and well drilling costs and workovers in West Gharib
(US$0.5 million). Additions amounting to US$0.5 million were incurred for Morocco relating to the decommissioning assets of US$0.3 million for the
Morocco wells drilled in the period and US$0.2 million for customer connections and well tie-ins.
The reclassification of US$3.7 million from exploration and evaluation (“E&E”) assets relates to the cost of two wells, SAH-3 and OYF-2, drilled in
Morocco. These wells were transferred to PP&E as commercial discoveries in H1 2020. The transfer includes an allocation of 3D seismic data costs.
The difference between the US$1.5 million addition disclosed above and the US$5.6 million cash outflow from property, plant, and equipment
expenditure in the Condensed Consolidated Statement of Cash Flows is the result of the cash flow reflecting the US$3.7 million of E&E expenditure
in Morocco for the SAH-3 and OYF-2 discoveries ultimately transferred to PP&E from E&E additions, together with the normal timing differences
of recognising additions on an accruals basis and the timing of the actual payment of capital expenditure creditors.
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8. Exploration and evaluation assets
US$’000s
Balance at 31 December 2018

39,128

Additions
Transfer to property, plant and equipment
Exploration and evaluation expense
Balance at 31 December 2019

37,403
(47,556)
(10,255)
18,720

Additions
Transfer to property, plant and equipment
Exploration and evaluation expense
Balance at 30 June 2020

17,921
(3,747)
(4,525)
28,369

During the period ended 30 June 2020, E&E additions totalled US$17.9 million. US$5.5 million of this amount related to the South Disouq dry-hole
drilling costs of SD-6X (Salah-55% working interest) of US$1.5 million and the drilling, completion and testing costs of SD-12X (Sobhi-100% working
interest), amounting to US$4.0 million.
Decommissioning assets of US$0.2 million have been recognised in the period relating to SD6-X and SD12-X wells as has a US$0.3 million development
bonus for SD-12X.
Additions in Morocco of US$11.9 million relate primarily to the drilling campaign that was completed in Q1 2020, of which US$3.7 million represents
the costs of the SAH-3 and OYF-2 wells (including allocated 3D seismic) which were commercial discoveries and have been transferred to PP&E.

The remaining expense of US$0.6 million was for new venture activities during the period, comprising mostly internal management time.
The difference between the US$17.9 million disclosed above and the US$11.6 million exploration and evaluation expenditure in the Condensed
Consolidated Statement of Cash Flows relates to the 2020 additions included in assets transferred to PPE and the timing of payment to capital
expenditure creditors.
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For the period ended 30 June 2020, exploration and evaluation expenses in the Condensed Consolidated Statement of Comprehensive Income stood
at US$5.1 million. The following exploration and evaluation expenses of US$4.5 million were included in this total:
• the write-off of a non-commercial well, SD-6X, which was drilled during the South Disouq Q1 2020 exploration drilling campaign, including associated
3D seismic costs (US$2.3 million); and
• the write-off of a non-commercial well, SAH-5, which was drilled in Q1 2020 during the 2019/20 Morocco drilling campaign, including associated
3D seismic costs (US$2.2 million).

Financial Statements

Notes to the Condensed
Consolidated Financial Statements (unaudited)
For the six months ended 30 June 2020
9. Trade and other payables
US$’000s
Trade payables
Accruals
Joint venture partners
Deferred income
Other payables
Total trade and other payables

Carrying amount
30 June
31 December
2020
2019
14,938
11,634
3,800
9,213
4,944
4,105
224
258
2,307
772
26,213
25,982

Trade payables comprise billed services and goods. As at 30 June 2020, they consisted predominantly of the Morocco and South Disouq drilling
campaign creditors, royalties payable to the Moroccan government, and G&A creditors. The US$3.3 million increase in trade payables from the balance as
at 31 December 2019 is mainly the result of billed costs incurred during the period for the Morocco drilling campaign (net of payments) and South Disouq
exploration costs.
Accruals include amounts for products and services received that have yet to be invoiced. The US$5.4 million decrease period-on-period primarily reflects
invoicing during the period ended 30 June 2020 for the value of work undertaken but not billed as at December 2019 for the Morocco drilling campaign.
Joint venture partners comprise partner current accounts of US$1.1 million for West Gharib (2019: US$0.5 million) and US$3.8 million due to ONHYM
for the Morocco concessions (2019: US$3.6 million). A receivable of US$3.9 million (2019: US$3.9 million) from ONHYM is also held on the Condensed
Consolidated Balance sheet. The joint venture partner current accounts represent the net of monthly cash calls paid less billings received.
Other payables of US$2.3 million (2019: US$0.8 million) comprise withholding tax payable from the Moroccan drilling campaign of US$0.9 million,
an estimated liability of US$0.2 million related to the relinquishment of the Shukheir Marine concession, employee costs accrued, and other sundry
creditors. US$1.0 million of the balance related to an offsetting creditor against the advance made in relation to the sale of NW Gemsa which was held
on the Condensed Consolidated Balance Sheet until the transaction was completed post-period end.
The difference between the increase of US$0.2 million in trade and other payables in the Condensed Consolidated Balance Sheets as at 30 June 2020
and 31 December 2019 and the line item in the Condensed Consolidated Statement of Cash Flows pertaining to the decrease in trade and other payables
of US$0.5 million relates to the timing differences between the receipt and payment of invoices to operational expenditure creditors.
10. Decommissioning liability
As at 30 June 2020, the total future undiscounted cash flows relating to Moroccan assets amounted to US$5.4 million, to be incurred up to 2023,
and the liability was discounted using a risk-free rate of 3%. This figure includes the decommissioning costs of three new wells drilled in Q1 2020.
Following the drilling of the exploration and appraisal wells at South Disouq, as well as the construction of the CPF, the Company has an obligation
to decommission these assets under the terms of the concession agreement. The total future undiscounted cash flows amounted to US$3.5 million,
to be incurred in 2023, and the liability was discounted using a risk-free rate of 9.5%. This includes the decommissioning costs of SD-12X well drilled
in Q1 2020.
The discounted value of the cash flows above amounts to US$6.4 million as at 30 June 2020 and is shown below:

US$’000s
Decommissioning liability, beginning of period
Recognition of provision
Changes in estimate
Utilisation of provision
Accretion
Decommissioning liability, end of period
Of which:
Current
Non-current

Carrying amount
30 June
31 December
2020
2019
5,604
5,167
658
1,485
(293)
(808)
130
53
6,392
5,604
328
6,064

No decommissioning liabilities are recorded for the Company’s other Egyptian assets under the terms of the respective concession agreements.
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5,287

11. Income tax
According to the terms of the Company’s Egyptian Production Sharing Contracts (“PSCs”), the corporate tax liability of the joint venture partners is paid
by the government-controlled corporations (“Corporations”) that participate in these PSCs, out of the profit oil and gas attributable to the Corporations,
and not by the Company. For accounting purposes, however, the corporate taxes paid by the Corporations are treated as a benefit earned by the
Company, with the amount being “grossed up” and included in net oil and gas revenues and the income tax expense of the Company.
The Company also has a Production Services Agreement (“PSA”) related to West Gharib, with the legal title held by SDX Energy Egypt (Meseda) Ltd
(“SDX Meseda”), an Egyptian incorporated entity. The Company is governed by the laws and tax regulations of the Arab Republic of Egypt and pays
corporate taxes annually on the adjusted profit of SDX Meseda.
The current income tax expense in the Condensed Consolidated Statement of Comprehensive Income for the period ended 30 June 2020 relates
to income tax on the North West Gemsa (for the three months ended 31 March 2020) and South Disouq PSCs, and the West Gharib PSA. The current
income tax liability of US$0.2 million in the Condensed Consolidated Balance Sheet relates to the Company’s PSA in West Gharib. The West Gharib tax
charge during the period was reduced due to an over-provision for the 2019 tax charge, which was settled in April 2020.
The Company’s Moroccan operations benefit from a 10-year corporation tax holiday from first production and no taxation is due on Moroccan profits
as at 30 June 2020.
The following amounts have been recognised in the Condensed Consolidated Statement of Comprehensive Income for the period ended 30 June 2020.
Six months ended 30 June
2020
2019
27
758
2,695
24
2,746
758

12. Share capital
The share capital of the Group is represented by the share capital of the parent company, SDX Energy Plc. This company was incorporated on
20 March 2019 to act as the holding company of the Group, issuing 500,000 shares at the nominal value of £0.10. Prior to this date, the share capital
of the Group was represented by the share capital of the previous parent, SDX Energy Inc.
On 4 April 2019, the Company’s 500,000 issued shares of nominal value £0.10 were consolidated into 250,000 ordinary shares at a nominal value of £0.20
per share. On 28 May 2019, the Company issued a further 204,473,041 shares to execute a share-for-share acquisition of the entire share capital of SDX
Energy Inc., 204,723,041 shares in total. There were no changes in rights or proportion of control exercised as a result of this transaction. A merger reserve
of US$37.0 million was created as a result of this transaction. The merger reserve represents the difference between the share capital of SDX Energy Inc.
immediately prior to the share-for-share exchange and the share capital of SDX Energy Plc immediately after the share-for-share exchange.
On 4 June 2019, the High Court of Justice Chancery Division made an order confirming the reduction of share capital of SDX Energy Plc pursuant
to section 648 of the Companies Act 2006 by cancelling the paid up capital of the Company to the extent of 19 pence on each ordinary share of £0.20
in the issued share capital of the Company (the “Capital Reduction”). As a result of the Capital Reduction, the nominal value of ordinary shares in the
issued share capital of the Company is £0.01 each, with US$49.3 million transferred from share capital to retained earnings. There was no change in the
number of the Company’s ordinary shares in issue.
The purpose of the Capital Reduction was to restructure the issued share capital and reserves of the Company and to create distributable reserves
to facilitate the payment of future dividends, when it becomes commercially prudent to do so. The Company’s retained earnings are not equal
to its distributable profits.
The share-for-share exchange had no impact on the number of shares in issue.
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US$’000s
West Gharib
South Disouq
Morocco-Sebou
Other
Total current taxes

Financial Statements

Notes to the Condensed
Consolidated Financial Statements (unaudited)
For the six months ended 30 June 2020
13. Stock-based compensation
The stock-based compensation charge of US$0.3 million recorded in the Condensed Consolidated Statement of Comprehensive income represents
the IFRS 2 charge which is associated with the Long-Term Incentive Plan.
During the period ended 30 June 2020, no options have been granted, lapsed or cancelled. In the year to 31 December 2019, 106,667 options were
cancelled and 853,333 options that had been previously awarded lapsed. The exercise price range of the outstanding options under the stock option
plan as at 30 June 2020 is between £0.21 and £0.45.
14. Revenue, net of royalties
US$’000s
Block-H Meseda production service fee revenues

Six months ended 30 June
2020
2019
3,555
7,525

South Disouq gas sales revenue
Royalties
Net South Disouq gas revenue

14,174
(4,819)
9,355

Morocco gas sales revenue
Royalties
Net Morocco gas sales revenue

7,992
(325)
7,667

Net other products revenue

1,374

-

21,951

15,487

Total net revenue before tax

8,318
(356)
7,962

15. General and administrative expenses
US$’000s
Wages and employee costs
Consultants-inc. PR/IR
Legal fees
Audit, tax and accounting services
Public company fees
Travel
Office expenses
IT expenses
Service recharges
Ongoing general and administrative expenses
Transaction costs
Total net G&A

Six months ended 30 June
2020
2019
3,179
4,321
331
335
133
271
363
313
276
306
112
88
220
200
246
282
(2,942)
(2,995)
1,918
3,121
68
1,104
1,986
4,225

16. Loss per share
Basic income/(loss) per share is calculated by dividing the income attributable to shareholders of the Company by the weighted average number of ordinary
shares in issue during the period. Diluted per share information is calculated by adjusting the weighted average number of ordinary shares outstanding to
assume conversion of all dilutive potential ordinary shares. The Company computes the dilutive impact of common shares by assuming that the proceeds
received from the pro forma exercise of in-the-money stock options or warrants are used to purchase common shares at average market prices.
US$’000s
Net loss before comprehensive loss for the period

Six months ended 30 June
2020
2019
(3,954)
(354)

Weighted average amount of shares
- Basic
- Diluted

204,723
204,723

204,513
206,640

Per share amount
- Basic
- Diluted

$(0.019)
$(0.019)

$(0.002)
$(0.002)
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17. Segmental reporting
The Company’s operations are managed on a geographic basis, by country. The Company is engaged in one business of upstream oil and gas exploration
and production. The Executive Directors are the Company’s chief operating decision maker within the meaning of IFRS 8.
US$’000s

Six months ended 30 June 2020
Egypt
Morocco Unallocated(1)

Revenue

14,284

Direct operating expense

(4,034)

Netback (pre tax)

10,250

General and administrative expenses
Stock-based compensation
Share of profit from joint venture

7,667
(675)
6,992

(250)
384

(710)
-

Total

Six months ended 30 June 2019
Egypt
Morocco Unallocated(1)

21,951

7,525

7,962

-

15,487

-

(4,709)

(2,011)

(1,003)

-

(3,014)

-

17,242

5,514

6,959

-

12,473

(1,026)
(313)
-

(1,986)
(313)
384

(1,339)

15,327

91
724

(1,320)
-

(2,996)
339
-

(4,225)
339
724

6,329

5,639

(2,657)

9,311

(6,217)
-

(615)
(408)
-

(578)

(3,680)

EBITDAX

10,384

6,282

Exploration and evaluation expense
Depletion, depreciation and amortisation
Impairment expense

(2,330)
(7,501)
-

(2,196)
(4,156)
-

(573)
(316)
-

(5,099)
(11,973)
-

(1,259)
-

(70)

(2,228)

(1,745)

5,070

Operating (loss)/income

553

Total

-

(615)
(7,884)
812

(1) Unallocated expenditure, assets and liabilities include amounts of a corporate nature and not specifically attributable to a geographical segment.

US$’000s

Segment assets
Segment liabilities

Egypt

57,937
(7,780)

30 June 2020
MoroccoUnallocated(1)

63,504
(24,551)

7,805
(2,525)

Total

129,246
(34,856)

Egypt

62,327
(7,730)

31 December 2019
Morocco Unallocated(1)

62,174
(25,133)

8,517
(2,124)

Total

133,018
(34,987)

(1) Unallocated expenditure, assets and liabilities include amounts of a corporate nature and not specifically attributable to a geographical segment.

18. Commitments and contingencies
Pursuant to the concession and production service fee agreements in Egypt and Morocco, the Company is required to perform certain minimum
exploration and development activities that include the drilling of exploration and development wells. These obligations have not been provided
for in the Condensed Consolidated Financial Statements.
In Morocco, the commitments are for one exploration well in Lalla Mimouna Sud and the acquisition of 50 km2 of 3D seismic data, and one exploration
well, the acquisition of 100 km2 of 3D seismic data, and the re-processing of 150 km of 2D seismic data in Moulay Bouchta Ouest. The estimated cost
of these commitments is US$8.2 million.
In Egypt, there were no remaining commitments as at 30 June 2020.
The Group operates in several countries and, accordingly, it is subject to the various tax and legal regimes in the countries in which it operates. From time
to time, the Group is subject to a review of its related tax filings and in connection with such reviews, disputes can arise with the taxing authorities over the
interpretation or application of certain rules to the Group’s business conducted within the country involved. If the Group is unable to resolve any of these
matters favourably, there may be an adverse impact on the Group’s financial performance, cash flows or results of operations. This may also be the case for
any legal claims that the Group is required to defend. In the event that management’s estimate of the future resolution of these matters changes, the
Group will recognise the effects of the changes in its consolidated financial statements in the period that such changes occur.
There are no contingencies as at 30 June 2020.
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The segment assets and liabilities as at 30 June 2020 and 31 December 2019 are as follows:

Financial Statements

Notes to the Condensed
Consolidated Financial Statements (unaudited)
For the six months ended 30 June 2020
19. Leases
The Group has entered into various fixed-term leases, mainly for properties and vehicles.
a) Amounts recognised in the balance sheet
The analysis of the lease liability at 30 June 2020 is as follows:
US$’000s
Current
Non-current
Total lease liabilities

30 June
2020
550
1,167
1,717

31 December
2019
506
1,121
1,627

b) Amounts recognised in the statement of profit or loss
The right-of-use assets at 30 June 2020 amounted to US$1.7 million and the depreciation charge for the period ended 30 June 2020 amounted
to US$0.4 million and is shown below by underlying class of asset:
Depreciation
charge six
30 June 2020
months ended
US$’000s
Carrying value
30 June 2020
Properties
1,501
278
Motor vehicles
181
60
Others
15
Total
1,682
353
20. Held for sale assets and discontinued operations
During 2020, SDX Energy Plc entered into sale and purchase agreement NW Gemsa, which was executed on 13 July 2020. As at balance date for the half year
reporting, 30 June 2020, the recognition of this asset has been accounted for in line with IFRS 5-Disposal of subsidiaries, businesses and non-current assets.
The effective date of the sale and purchase agreement was 1 April 2020 with discontinued operations reflecting operations for the first quarter of 2020.
The underlying entity that owns the interest in the NW Gemsa asset, SDX Energy Egypt (Jersey) Ltd, has been classified as a disposal group held for sale
and its operations qualified as discontinued operations as at 30 June 2020. The held for sale asset disclosed on the Condensed Consolidated Balance
Sheet related to the joint venture partner balance.
The following table provides additional information on the profit/(loss) from discontinued operations as disclosed in the Condensed Consolidated
Income Statement:
US$’000s
Revenue, net of royalties
Operating and administrative expenses
Income tax expense
Profit/(loss) from discontinued operations

Six months ended 30 June
2020
2019
3,263
9,926
(1,523)
(8,146)
(626)
(1,901)
1,114
(121)

21. Subsequent events
On 14 July 2020, the Company announced the disposal of its 50% working interest in the North West Gemsa licence, situated in the Eastern Desert
of Egypt. The purchaser, Gulf Energy, a private Egyptian oil and gas company, has paid US$3.0 million in consideration for the Company’s interest,
of which US$1.4 million has been used to discharge the Company’s remaining liabilities on the licence.
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