Serica Energy plc
General Meeting
18 December 2017

A Transformational Acquisition for Serica
▪ Serica to purchase BP interests in the Bruce (36%),
Keith (34.83%) and Rhum (50%) North Sea fields
▪ Significant increase in reserves and production
▪ Sixteen-fold increase in net reserves
▪ Seven-fold increase in net production
▪ Includes transfer of operatorship to Serica

▪ Diversification of production streams
▪ Field interests increase from one to four
▪ Export routes increase from two to three

▪ Transaction structured to mitigate risk
▪ Bulk of consideration is deferred and contingent
▪ Gas sales arrangement including price hedging

▪ Balance sheet strength maintained
▪
▪
▪
▪
▪

No fund raising required, no shareholder dilution
No impact on existing cash resources
No borrowings apart from prepayment facility provided by BP
Expected to be immediately cash-flow and value accretive
Tax efficient

▪ Increased scale - opportunity to drive further value
▪ Serica’s team, combined with BP’s team being transferred to
Serica, provides basis for future opportunity and growth
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Transaction Overview

Main Features of the Transaction
▪ Transaction effective from 1 January 2018; completion
targeted for mid-2018 subject to regulatory, government and
partner consents

Serica’s North Sea portfolio

▪ Initial Consideration of £12.8m cash payable on completion
▪ Deferred consideration payable against performance of Rhum
R3 well planned for workover in 2018
▪ Additional earn-out structure enables Serica and BP to share
risk and benefit from future asset performance

Rhum
Bruce,
Keith
Acquired assets
Existing portfolio

▪ All cash considerations expected to be covered by net cash
flows from the acquired assets
Columbus

▪ Gas prepayment facility of up to £16m provides further cover
for working capital at completion and for hedging costs

Rowallan
Erskine

Aberdeen

▪ Decommissioning cost of existing assets retained by BP
▪ Serica to pay BP additional consideration equal to 30% of
such costs at time of decommissioning net of tax, capped at
Serica’s net cash flows from Bruce, Keith and Rhum
▪ Reverse takeover under AIM rules; Serica’s shares were
temporarily suspended pending publication of Admission
Document
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Repositions Serica in the North Sea
2017 estimate UKCS WI production ranking
of European independents
Working interest production (kboepd)
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▪ Serica will become the 3rd largest quoted
European independent on the UKCS by
production. The acquired assets:
• averaged net H1 2017 production of ~18.5
kboepd*

Chrysaor
EnQuest

• contained ~50 mmboe** net 2P reserves (as at
1 June 2017)

Premier
Perenco

▪ On completion, Serica will become operator of the
Bruce, Keith and Rhum fields:

Serica + BKR
Dyas

• all BP employees associated with Bruce, Keith
and Rhum expected to join Serica

Endeavour
ONE

• provides means to optimise and extend field life
and increase Maximum Economic Recovery

Cairn

Siccar Point
Zennor
Faroe
Tullow
Serica ex BKR
Verus

Source: Bruce, Keith and Rhum production based on OGA reported H1 2017
production volumes. Source for all other volumes: Wood Mackenzie based on
2017 full year estimates for UKCS production only.

Non-quoted
Quoted

▪ Material cash flow expected:
• would further strengthen Serica’s balance sheet
and provide basis for further growth
opportunities
*based on OGA reported H1 2017 production volumes
**based on latest CPRs for Bruce, Keith and Rhum
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Transaction Details
Structure designed to control risk and minimise shareholder dilution:
▪ £12.8m Initial Consideration payable on completion - anticipated mid-2018
▪ Expected to be covered by interim net cash flows from the acquired assets
▪ Further cover provided by existing cash balances and gas prepayment facility
▪ No additional financing required

▪ Earn-out for BP to receive share of pre-tax net cash flow from Bruce, Keith and Rhum over four years:
2018
60%

2019
50%

2020
40%

2021
40%

▪ No amounts payable by Serica unless cash flow is positive
▪ Calculated on monthly basis with offset of positive and negative cash flows

▪ £16m further consideration payable if Rhum R3 well achieves minimum production threshold (January 2019)
▪ Up to a further £23.1m payable in three annual instalments subject to Rhum field production and realized gas
sales prices:
▪ Instalments up to £7.7m each following end of 2019, 2020 and 2021
▪ Payments reduced if incremental field production and gas prices do not meet certain thresholds

▪ BP retains liability for all costs of decommissioning facilities existing at completion (including Rhum R3)
▪ Serica responsible for decommissioning costs relating to any new facilities installed after acquisition

▪ Serica pays additional consideration equal to 30% BP’s post-tax decommissioning costs
▪ Consideration capped at Serica’s net cash flows from the transaction
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Product Sales Arrangements
▪ Serica will sell its share of Bruce, Keith and Rhum gas,
oil and NGL production to BP entities
▪ The sale of production, consisting largely of gas, is at
standard spot market prices
▪ To minimise downside risk and retain upside potential,
60% of 2018, 60% of 2019 and 40% of H1 2020 retained
share of gas production has been hedged forward at
35p/therm floor

▪ As part of the gas sales arrangements, BP has provided a
Gas Prepayment Facility up to £16m. This is available
for:
▪ Drawdown against completion consideration if required, and
▪ Agreed hedging costs
▪ The facility is repayable out of 35% of Serica’s share of gas
sales subject to a six-month payment holiday from completion

▪ As well as a commodity price hedge, the Gas
Prepayment Facility provides additional liquidity
▪ Apart from the prepayment facility provided by BP, Serica
has no further borrowings
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Significant Production & Reserves Growth
Net production by field (kboepd in H1 2017)*

Production
▪ On the basis of H1 2017 production rates*, Serica’s net
production would increase some seven-fold from
approximately 3,000 boepd to over 21,000 boepd

Erskine

Serica pre-Bruce,
Keith and Rhum
acquisition

Reserves

Rhum

▪ Only 49% of recoverable gas reserves are estimated
to have been produced from Rhum as at 1 January
2018** with 51% remaining to be produced

~21.3
kboepd

~2.8 kboepd

Erskine
13.6

Net 2P reserves (mmboe, estimated at 01.01.18 )**

▪ Serica’s pro-forma net 2P reserves projected to grow
from ~3 mmboe to ~50 mmboe** as at 1 January 2018
▪ Bruce and Keith are late life fields requiring increased
efficiencies and new investment to extend field life

0.5

4.4

Keith

2.8

▪ Provides diversified source of production utilising
diversified export systems (Frigg, CATS, Forties)
▪ Bruce, Keith and Rhum assets provide a tax efficient
balance to the Columbus development and Rowallan
prospect and fully utilise Serica’s tax pool

Pro-forma

Bruce

Pro-forma
8.8

Serica pre-Bruce,
Keith and Rhum
acquisition

~3 mmboe

0.3
3.1

~50
mmboe

Erskine
37.9

*based on average OGA reported H1 2017 production volumes
**based on most recent individual CPRs adjusted for estimated production between CPR
date and 01.01.2018
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Maximizing Economic Recovery
▪ Serica intends to build upon BP’s operational
performance at Bruce, Keith and Rhum to extend field
life
▪ Serica’s position as a focused, flexible and financially
robust independent will allow it to pursue valuable
upside potential to the benefit of Serica, BP (via the
earn-out structure) and field partners
▪ Objectives are fully aligned with the aims of the OGA’s
Maximising Economic Recovery Strategy (MER)
▪ Serica proposes to undertake the investment needed to
increase production levels as identified by BP and
extend reserve and infrastructure life
▪ Serica is committed to maintaining the highest HSE and
employment standards
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Transaction Timetable
Date

Action

21 November 2017

▪ Transaction announced
▪ Shares suspended on AIM market pending release of
Admission Document

30 November 2017

▪ Publication of Admission Document
▪ Notice of General Meeting
▪ Trading in shares recommenced

18 December 2017

▪ Shareholder General Meeting to Approve Transaction
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Transition Timetable
Announcement Phase

21 November 2017
to now
▪ BP employees offshore and
onshore notified through face-toface engagement sessions

Transitional Phase

Now through to
mid 2018

Completion

Mid 2018
(target)

▪ Full consultation process for BP
employees to be transferred to Serica

▪ Serica becomes operator of the
Bruce, Keith and Rhum fields

▪ Satisfy requirements of field partners
and OGA re transfer of operatorship

▪ BP employees transferred to
Serica under full TUPE terms

▪ Engagement with all Joint
Venture Partners

▪ Safe and efficient establishment and
transfer of systems and operational
practices from BP to Serica

▪ Completion consideration paid
net of working capital and
interim period adjustments

▪ Engagement with OGA and other
regulatory bodies

▪ Obtaining all other consents and
approvals where necessary

▪ Commencement of BP-Serica
transition process

▪ Development and approval of Safety
Case

▪ Third party contractor
engagement sessions held

▪ Open new Operational Headquarters
(incorporating a Centre of Excellence)
in Aberdeen
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Serica’s Financial Performance
Serica’s net cash position (£GBPm)*

Highlights:

£17.4m

+1400%

Serica’s H1 2017
revenue

Serica’s growth in
share price since
1 January 2015

(vs £1.4m in H1 2015)

Strong balance sheet
and innovative deal
structure provides
ability to carry out
transaction without
raising capital

Net cash (£GBP million)

25

Transaction will
increase reserves and
production per share
with no dilution of
equity

20
15

23.6

10
5

14.7

15.7

H2 2015

H1 2016

13.4

8.8

0
H1 2015

H2 2016

H1 2017

Serica’s share price growth since Jan. 2015 (GBp/share)
80

Share price (GBp / share)

Serica’s net cash position of £23.6m at
end H1 2017 will be bolstered by the
Gas Prepayment Facility of up to £16m
provided by BP in conjunction with the
Gas Sales Agreement. Serica has no
borrowings other than this facility
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Source: Bloomberg; Serica financial reports
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Activity Update

Forties Pipeline System “FPS”
▪ Bruce, Rhum, Keith (BKR) and Erskine all
produce condensate into FPS
▪ The fields cannot presently produce gas or
condensate without FPS
▪ Ineos FPS discovered a hairline crack in an
onshore section of pipeline just south of
Aberdeen
▪ Ineos carried out a controlled de-pressurisation
of the whole FPS system on 11 December 2017
▪ Ineos has not given a firm time period for repair
of the crack, but has said it is likely to be weeks
and not days

▪ Impact on Serica
▪ Erskine production will be deferred until the
pipeline is brought back in service
▪ Annual average production net to Serica for
2017 is predicted to be 2,000 boe per day
▪ The effective date of the BKR transaction is 1
January 2018
▪ 2017 production deferral on BKR will not impact
Serica’s 2017 cashflow
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Rowallan Prospect: UK Block 22/19c (15%)
▪
▪
▪
▪

Preparations for drilling continue
A pre-drilling site survey is in progress
Drilling is planned for Q3 2018
Serica is fully carried and so pays no costs for
drilling the well
▪ Success case gross estimated field size in
line with major HPHT UKCS fields
▪ Serica’s net Rowallan resource is estimated
at 20 to 60mmboe (P50 and P10 respectively)
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Columbus Development (50%)
▪ Offtake route selection under evaluation (technical and
commercial)
▪ Intention to submit FDP by mid 2018
▪ First gas 2020 or 2021 depending on route
▪ Long reach well from Lomond platform or
▪ Tie-back to Shearwater platform via proposed Arran
pipeline
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Strongly Positioned for the Future
▪ Acquisition of Bruce, Keith and Rhum effective from 1 January 2018 with
completion anticipated mid-2018
▪ Serica production expected to increase materially
▪ 60% of 2018 , 60% of 2019 & 40% of H1 2020 retained share of Bruce, Keith and
Rhum gas production hedged at 35p/therm floor

▪ Operatorship positions Serica to deliver full potential of Bruce, Keith and Rhum
through operational efficiency and the use of technology
▪ Enhanced operating capability will help create new opportunities to build portfolio of
assets

▪ Annual average Erskine production net to Serica for 2017 is projected to be 2,000
boe per day
▪ Columbus offtake route election decision and FDP submission by mid 2018
▪ Fully carried Rowallan well planned for Q3 2018
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Q&A

Disclaimer
•

•

•

•

•

•

•

This presentation, which has been prepared by Serica Energy plc (the "Company"), is strictly confidential and is being provided to you solely for your information and use at the investor
presentation by the Company concerning the proposed acquisition of BP Exploration Operating Company Limited's interests in the Bruce, Keith and Rhum fields (the "Transaction").
Where used in this document, "Presentation" shall mean and include the slides that follow this disclaimer, the oral presentation of the slides by the Company's officers on behalf of the
Company, any question and answer session that follows that oral presentation, hard copies of this Presentation and any materials distributed at, or in connection with, this Presentation.
This Presentation, including the information contained in it, is an advertisement and does not comprise a prospectus or constitute or form part of any offer to sell or issue, or any invitation
or inducement or solicitation of any offer to purchase or subscribe for, any shares in the Company or any other securities in the United Kingdom, the United States or any other jurisdiction
in which such offer, solicitation, inducement or sale would be unlawful prior to registration, exemption from registration or qualification under the securities laws of that jurisdiction.
Peel Hunt LLP ("Peel Hunt"), which is authorised and regulated in the UK by the Financial Conduct Authority (the "FCA"), is acting solely for the Company and no one else in connection
with the Transaction and will not be responsible to anyone other than the Company for providing the protections afforded to clients of Peel Hunt nor for providing advice in relation to the
Transaction or any other matters referred to in this Presentation. Nothing in this paragraph shall serve to exclude or limit any responsibilities which Peel Hunt may have under the Financial
Services and Markets Act 2000 (as amended) or the regulatory regime established thereunder.
Neither this Presentation nor any part of it nor the fact of its distribution shall form the basis of, or be relied on in connection with, any contract or investment decision in relation thereto,
nor does this Presentation constitute a recommendation regarding securities of the Company. This Presentation does not purport to contain all information that may be required to
evaluate the Company as enlarged by the Transaction and/or its financial position. Any decision to purchase securities of the Company must be made solely on the basis of the information
in an Admission Document to be published by the Company in connection with the Transaction and not in reliance on this Presentation. The information in this Presentation has been
provided by the Company or obtained from publicly available sources, and has not been verified by the Company. Events becoming known to the Company, its advisers, or any other party
or occurring after this date may significantly impact on the matters to which this Presentation relates. None of the Company, Peel Hunt, their respective advisers, or any other party is under
any duty to update or inform you of any changes to this Presentation and accepts no responsibility for updating this Presentation or informing you of such events. The information and
opinions in this Presentation are not based upon a consideration of your particular investment objectives, financial situation or needs. This Presentation does not constitute an audit or due
diligence review and should not be construed as such nor has it been approved by any regulatory or supervisory body. You must make your own independent assessment and
investigations as you deem necessary. You may wish to seek independent legal, regulatory, accounting, tax and such professional advice as appropriate with regards to the contents of this
Presentation.
No reliance may be placed for any purposes whatsoever on the information contained in this Presentation or on its completeness and any such reliance for the purposes of engaging in any
investment activity may expose an individual to a significant risk of losing all of the property or other assets invested. No representation, warranty or undertaking, express or implied, is or
will be made or given and no responsibility or liability is or will be accepted by the Company or Peel Hunt (apart from any responsibilities or liabilities that may be imposed by the Financial
Services and Markets Act 2000, as amended, or the regulatory regime established thereunder) or any of their respective parent or subsidiary undertakings, the subsidiary undertakings of
any such parent undertakings or any of their respective directors, officers, employees or advisers or any other person as to the accuracy, fairness, adequacy, verification or completeness of
the information or opinions contained in, or the use of, this Presentation, or as to any such information or opinions remaining unchanged after this Presentation is issued (and no-one is
authorised to do so on behalf of any of them). No person has been authorised to give any information or make any representations other than those contained in this Presentation and, if
given and/or made, such information or representations must not be relied upon as having been authorised by the Company or Peel Hunt. No statement in this Presentation is intended to
be nor may be construed as a profit forecast or profit estimate. Any responsibility or liability for this Presentation is, to the maximum extent permitted by law, expressly disclaimed whether
arising in tort, contract or otherwise.
This Presentation and its contents are private and confidential and may not be reproduced, copied, redistributed, disclosed or passed on, directly or indirectly, by any recipient, to any other
person or published, in whole or in part, for any purpose. This Presentation is therefore being communicated for information purposes only to a limited number of persons and companies.
If you have received this presentation in error, it must be immediately destroyed or immediately returned to the registered office of the Company or the registered office of Peel Hunt.
This Presentation is only addressed to and is intended for distribution only to: (A) persons in member states of the European Economic Area (the "EEA") who are Qualified Investors within
the meaning of Article 2(1)(e) of the EU Prospectus Directive (Directive 2003/71/EC (and amendments thereto, including Directive 2010/73/EU, to the extent implemented in the relevant
member state of the EEA) and includes any relevant implementing measure in each relevant member state of the EEA); and (B) in the United Kingdom, Qualified Investors who are persons
(i) who have professional experience in matters relating to investments who fall within the definition of "investment professionals" in Article 19(5) of the Financial Services and Markets Act
2000 (Financial Promotion) Order 2005 (the "Order"); (ii) falling within Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations, etc.") of the Order; or (iii) to whom it
may otherwise be lawfully communicated (all such persons together being referred to as "Relevant Persons").
Continued…………
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Disclaimer (continued)
•

•

•

•

•

•

•

If you are not a Relevant Person you should not have received this Presentation and should return this Presentation to an officer of the Company or to the Company's registered office as
soon as possible and take no other action. The information contained in this Presentation is not to be viewed by, or distributed or passed on (directly or indirectly) to, and should not be
acted upon by, any other class of persons other than Relevant Persons.
Certain information in this Presentation is based on management estimates. Such estimates have been made in good faith and represent the genuine belief of applicable members of
management. Those management members believe that such estimates are founded on reasonable grounds. However, by their nature, estimates may not be correct or complete.
Accordingly, no representation or warranty (express or implied) is given that such estimates are correct or complete, and no representation or warranty (express or implied) is given that
such estimates are so founded. None of the Company or Peel Hunt undertakes any obligation to correct or complete any estimate whether as a result of becoming aware of information
(new or otherwise), future events or otherwise.
This Presentation includes statements that are, or may be deemed to be, "forward-looking statements". These forward looking statements can be identified by the use of a date in the
future or forward-looking terminology, including, but not limited to, the terms "may", "believes", "estimates", "plans", "aims", "targets", "projects", "anticipates", "expects", "intends", "will",
"could" or "should" or, in each case, their negative or other variations or comparable terminology. These forward-looking statements involve substantial risks and uncertainties and actual
results and developments may differ materially from those expressed or implied by these statements and depend on a variety of factors. These statements are not historical facts and are
regarding the Company's intentions, beliefs or current expectations. By their nature, forward-looking statements involve risk and uncertainty because they relate to future events and
circumstances. Any forward-looking statements in this Presentation reflect the Company's view with respect to future events as at the date of this Presentation and are subject to risks
relating to future events and other risks, uncertainties and assumptions relating to the Company's operations, results of operations, growth strategy and liquidity and the industry in
which the Company operates. Past performance should not be taken as an indication or guarantee of future results, and no representation or warranty, express or implied, is made
regarding future performance. No assurance can be given that the forward-looking statements in this Presentation will be realised. The Company undertakes no obligation publicly to
release the results of any revisions or updates to any forward-looking statements in this Presentation that may occur due to any change in its expectations or to reflect events or
circumstances after the date of this Presentation (except to the extent required by the FCA, the London Stock Exchange, the Disclosure Guidance and Transparency Rules of the FCA or by
the AIM Rules for Companies issued by the London Stock Exchange, the EU Market Abuse Regulation (the "MAR") or other applicable law or regulation). As a result of these risks,
uncertainties and assumptions, recipients should not place undue reliance on these forward-looking statements as a prediction of actual results or otherwise.
Certain of the information contained in this Presentation has been rounded to the nearest whole number or to the nearest decimal place. Therefore, the actual arithmetic total of the
numbers may not conform exactly to the total figures. In addition, certain percentages presented reflect calculations based upon the underlying information prior to rounding, and
accordingly, may not conform exactly to the percentages that would be derived if the relevant calculations were based upon the rounded numbers.
Any information contained in this Presentation on the price at which shares or other securities in the Company have been bought or sold in the past, or on yield on such shares or other
securities, should not be relied upon as a guide to future performance. Nothing in this Presentation constitutes investment advice and any recommendations that may be contained
herein have not been based upon a consideration of the investment objectives, financial situation or particular needs of any specific recipient.
This Presentation does not constitute an offer of securities for sale in the United States of America (including its territories and possessions, any state of the United States of America and
the District of Columbia) (the "United States"), Australia, Canada, Japan or the Republic of South Africa. No securities of the Company have been or will be registered under the US
Securities Act of 1933, as amended (the "US Securities Act") and such securities may not be offered or sold in or into the United States except in transactions exempt from, or not subject
to, registration under the US Securities Act. There will be no public offer of the Company's securities in the United States. This Presentation is not for transmission, publication distribution
or release into the United States Australia, Canada, Japan or the Republic of South Africa, or in or into any other country where such distribution may lead to a breach of any law or
regulatory requirement.
By attending the meeting to which this Presentation relates or by reading the slides that follow this disclaimer you will be taken to have represented, warranted and undertaken to the
Company, and Peel Hunt that: (i) you are outside and not a resident of the United States and you are a Relevant Person (as defined above); (ii) you have read and agree to be bound by
and comply with the contents of this notice; (iii) you will keep the information in this Presentation and this Presentation and all information about the Transaction confidential until such
information has been made publicly available and take all reasonable steps to preserve such confidentiality; and (iv) following this Presentation, you will not at any time have any
discussion, correspondence or contact concerning the information in this Presentation with any of the directors or employees of the Company or its subsidiaries nor with any of their
respective clients or customers, or any governmental or regulatory body without the prior written consent of the Company.

20

