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South Disouq spuds

SDX Energy announced this morning that it has spudded the South Disouq
(SD-1X) well in Egypt, targeting gas and oil across a number of intervals.
This is a high impact event for SDX Energy, as current company 2P
reserves of 12mmboe (post acquisition) would be dwarfed by success at
South Disouq (we model a 65mmboe field of which SDX holds 55% WI),
which could be developed quickly due to existing pipeline infrastructure
passing through the block. Our valuation for South Disouq is 6.8p/share,
although on success we would expect notable de-risking. Our core NAV is
42p with a full NAV (including South Disouq) of 57p/share. The well is due
to take 30-45 days, so we would expect a result in mid late April.

Revenue PBT* Operating Net (debt)/ Capex
Year end ($m) ($m)  cash flow ($m) cash ($m) ($m)
12114 245 16.5 255 15.7 (13.6)
12115 114 18.8 (5.2) 8.2 (1.2)
12116e 10.1 (4.4) 22 72 (14.2)
12117e 447 10.6 292 334 (12.5)

Note: *PBT is normalised, excluding amortisation of acquired intangibles, share-based
payments. Excludes South Disouq revenues and capex which have a distortionary effect on
current operations.

SDX also announced that the licence in which South Disouq sits has been
extended by six months to mid-September 2017. This gives SDX and its partner
(IPR) more time to evaluate the results of the well prior to any decision being made
to enter into the second exploration period.

The $3.5m well is almost fully carried by IPR and is mapped as a four-way dip
closure covering 1,000 acres with positive AVO response. Importantly, although the
initial target is gas, there are deeper plays (Abu Roash and AEB zones) that are
prolific oil producers across the Western Desert. With main trunk lines just 11km
from the well site, the company indicates that production could be started just
months after an initial discovery.
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Business description

SDX Energy is a North African onshore player listed
in Toronto and London. It has plans to increase net
production in Egypt (primarily through workovers
and waterflood) while 2017 should see a carried
exploration well. It has recently added high-value
gas production in Morocco.
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companies in which we believe our readers may be interested and this information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be
construed in any manner whatsoever as, personalised advice. Also, our website and the information provided by us should not be construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or
attempt to effect, any transaction in a security. The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and
habitual investors who are “wholesale clients” for the purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell,
subscribe, or underwrite any securities mentioned or in the topic of this document. This document is provided for information purposes only and should not be construed as an offer or solicitation for investment in any
securities mentioned or in the topic of this document. A marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence
of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct any
investment business and, accordingly, does not itself hold any positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any
or related securities mentioned in this report. Edison or its affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as
well as rise and are subject to large and sudden swings. In addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not
necessarily a guide to future performance. Forward-looking information or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable,
and therefore involve known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.
For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in relation to acquiring or
disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is intended only as a “class
service” provided by Edison within the meaning of the FAA (ie without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment decision. To
the maximum extent permitted by law, Edison, its affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any
of the information contained in this report and do not guarantee the returns on investments in the products discussed in this publication. FTSE International Limited (‘FTSE") © FTSE 2017. “FTSE®” is a trade mark of the
London Stock Exchange Group companies and is used by FTSE International Limited under license. Al rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors
accept any liability for any errors or omissions in the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent.
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