
THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If you are in any doubt about the action 
you should take or the contents of this document, you should immediately consult your stockbroker, bank manager, 
solicitor, accountant or other independent financial adviser authorised under the Financial Services and Markets Act 2000 
(“FSMA”) who specialises in advising on the acquisition of shares and other securities. The whole of the text of this 
document should be read. You should be aware that an investment in Southern Energy Corp. (the “Company”) involves 
a high degree of risk and prospective investors should also carefully consider the section entitled ‘Risk Factors’ set out 
in Part 2 of this document before taking any action. 

This document, which comprises an admission document prepared in accordance with the rules of the AIM market of the London 
Stock Exchange, has been issued in connection with an application for admission to trading of the entire issued and to be issued 
common share capital of Southern Energy Corp. to trading on AIM. This document does not constitute an offer or any part of any offer 
of transferable securities to the public within the meaning of section 102B of the FSMA or otherwise. Accordingly, this document does 
not constitute a prospectus for the purposes of section 85 of the FSMA or otherwise, and has not been drawn up in accordance with 
the Prospectus Regulation Rules or filed with or approved by the Financial Conduct Authority or any other competent authority. 

 

The Company, the Directors and the Proposed Director whose names and functions are set out on page 11 of this document, accept 
responsibility, both individually and collectively, for the information contained in this document. To the best of the knowledge and belief 
of the Company, the Directors and the Proposed Director (who have taken all reasonable care to ensure that such is the case), the 
information contained in this document is in accordance with the facts and does not omit anything likely to affect the import of such 
information. To the extent information has been sourced from a third party, such information has been accurately reproduced and, as 
far as the Company, the Directors and the Proposed Director  are aware, no facts have been omitted which may render the reproduced 
information inaccurate or misleading. 

 

Application has been made for the Common Shares to be admitted to trading on AIM, the market operated by the London 
Stock Exchange. AIM is a market designed primarily for emerging or smaller companies to which a higher investment 
risk tends to be attached than to larger or more established companies. AIM securities are not admitted to the Official 
List of the United Kingdom’s Financial Conduct Authority. A prospective investor should be aware of the risks of investing 
in such companies and should make the decision to invest only after careful consideration and, if appropriate, consultation 
with an independent financial adviser. Each AIM company is required pursuant to the AIM Rules for Companies (the “AIM 
Rules”) to have a nominated adviser. The nominated adviser is required to make a declaration to the London Stock 
Exchange on admission in the form set out in Schedule Two to the AIM Rules for Nominated Advisers. The London Stock 
Exchange and the TSXV have not examined or approved the contents of this document. 

It is expected that Admission will become effective and dealings in the Common Shares will commence on AIM on 10 August 2021 
(or such later date as the Company, Strand Hanson and the Brokers may agree).  

 
 

Southern Energy Corp. 
(Existing under the laws of Alberta, Canada) 

 

Admission to trading on AIM 

Strand Hanson Limited 
Nominated and Financial Adviser 

          H&P Advisory Limited                Canaccord Genuity Limited 
           Joint Broker and Financial Adviser                                          Joint Broker 

This document does not constitute an offer or invitation to subscribe for or to purchase any securities in the Company. No Common 
Shares have been, or are proposed to be, offered to the public in connection with the application for admission to AIM. 

Strand Hanson Limited (“Strand Hanson”), which is authorised and regulated by the FCA, is the Company’s nominated adviser for 
the purposes of the AIM Rules and as such, its responsibilities are owed solely to the London Stock Exchange and are not owed to 
the Company, any Director, the Proposed Director or any other entity or persons. Strand Hanson will not be responsible to anyone 
other than the Company for providing the protection afforded to clients of Strand Hanson or for advising any other person in connection 
with Admission. 

H&P Advisory Limited (“Hannam & Partners”) and Canaccord Genuity Limited (“Canaccord Genuity”) which are authorised and 
regulated by the FCA, are each acting exclusively for the Company and no one else in connection with their respective engagements 
as the Company’s ongoing brokers. Neither Canaccord Genuity nor Hannam & Partners will be responsible to anyone other than the 
Company for providing the protections afforded to clients of Hannam & Partners and Canaccord Genuity or advising any other person 
on the contents of this document or any matter referred to herein. 

In particular, the information contained in this document has been prepared solely for the purposes of Admission and is not intended 
to inform or be relied upon by any subsequent purchasers of Common Shares (whether on or off exchange) and accordingly no duty 
of care is accepted in relation to them. Without limiting the statutory rights of any person to whom this document is issued, no 
representation or warranty, express or implied, is made by Strand Hanson, Hannam & Partners or Canaccord Genuity as to the contents 
of this document and none of Strand Hanson, Hannam & Partners or Canaccord Genuity has not checked the contents of any part of 
this document for the accuracy of any information or opinions contained in this document or for any omissions of information. 
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In the United Kingdom, this document is directed only at (i) Qualified Investors who have professional experience in matters relating to 
investments falling within the meaning of Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 
2005, as amended (the “FPO”); (ii) Qualified Investors who are high net worth companies, unincorporated associations or other bodies 
within the meaning of Article 49(2)(a) to (d) of the FPO; or (iii) persons to whom it may otherwise be lawfully communicated (each a 
“Relevant Person”). Any person who is not a Relevant Person must not act or rely on this document or any of its contents. Any 
investment or investment activity to which this document relates is available only to Relevant Persons and will be engaged in only with 
Relevant Persons. This document does not itself constitute an offer for sale or subscription of any securities in the Company.  

This document does not constitute an offer to sell or issue, or the solicitation of an offer to buy or subscribe for, securities in any 
jurisdiction and, in particular, is not for publication or distribution in or into the United States, Canada, Australia, New Zealand, the 
Republic of South Africa, Japan nor in any country or territory where to do so may contravene local securities laws or regulations. The 
distribution of this document in other jurisdictions may be restricted by law and therefore persons into whose possession this document 
comes should inform themselves about and observe any such restriction. Any failure to comply with these restrictions may constitute 
a violation of the securities law of any such jurisdictions. 

No public offering of securities is being made in the United States. The Common Shares have not been registered under the US 
Securities Act nor under the applicable securities laws of any state of the United States, nor have they been approved or disapproved 
by the US Securities and Exchange Commission, any state securities commission or any other regulatory authority in the United States, 
nor have any of the foregoing authorities passed upon or endorsed the accuracy or adequacy of this document. Any representation 
to the contrary is a criminal offence in the United States. 

Further, the Common Shares have not been and will not be registered under the applicable securities laws of Australia, New Zealand, 
the Republic of South Africa or Japan. 

The date of this document is 4 August 2021.
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IMPORTANT INFORMATION 

General 
No person has been authorised to give any information or make any representations other than as contained 
in this document and, if given or made, such information or representations must not be relied on as having 
been authorised by the Company, Hannam & Partners, Canaccord Genuity or Strand Hanson or any of their 
respective affiliates, officers, directors, partners, employees or agents. Without prejudice to the Company’s 
obligations under applicable laws and the AIM Rules, neither the delivery of this document nor any 
subscription or purchase made under this document shall, under any circumstances, create any implication 
that there has been no change in the affairs of the Company or the Group since the date of this document 
or that the information contained herein is correct as at any time subsequent to its date. 

Prospective investors in the Company must not treat the contents of this document or any subsequent 
communications from the Company, Hannam & Partners, Canaccord Genuity or Strand Hanson or any of 
their respective affiliates, officers, directors, partners, employees or agents as advice relating to legal, 
taxation, accounting, regulatory, investment or any other matters. 

If you are in any doubt about the contents of this document or the action you should take, you should 
immediately seek your own personal financial advice from your stockbroker, bank manager, solicitor, 
accountant or other independent adviser who is authorised under FSMA if you are in the United Kingdom, 
or, if you are outside the United Kingdom, from another appropriately authorised independent adviser. 

The Company does not accept any responsibility for the accuracy or completeness of any information 
reported by the press or other media or any other person, nor the fairness or appropriateness of any 
forecasts, views or opinions expressed by the press or other media or any other person, regarding the 
Company or the Group. The Company makes no representation as to the appropriateness, accuracy, 
completeness or reliability of any such information or publication. 

As required by the AIM Rules, the Company will update the information provided in this document, by means 
of a supplement to it, if a significant new factor that may affect the evaluation of the Group by prospective 
investors occurs prior to Admission or if it is noted that this document contains any mistake or substantial 
inaccuracy. This document, and any supplement thereto, will be made public in accordance with the 
AIM Rules. 

This document is not intended to provide the basis of any credit or other evaluation and should not be 
considered as a recommendation, by the Company, the Directors, the Proposed Director, Hannam & 
Partners, Canaccord Genuity, Strand Hanson or any of their respective representatives, that any recipient 
of this document should subscribe for or purchase any Common Shares. Prior to making any decision as 
to whether to subscribe for or purchase any Common Shares, prospective investors should read the entirety 
of this document and, in particular, the section headed “Risk Factors”. 

Investors should ensure that they read the whole of this document and not just rely on key information or 
information summarised within it. In making an investment decision, prospective investors must rely upon 
their own examination (or an examination by the prospective investor’s FSMA-authorised or other appropriate 
advisers) of the Company and the terms of this document, including the risks involved. Any decision to 
purchase Common Shares should be based solely on this document and the prospective investor’s own 
(or such prospective investor’s FSMA-authorised or other appropriate advisers’) examination of the 
Company. 

Hannam & Partners, Canaccord Genuity, Strand Hanson and their respective affiliates may have engaged 
in transactions with, and provided various investment banking, financial advisory or other services to, the 
Company or its affiliates, for which they would have received customary fees. Hannam & Partners, 
Canaccord Genuity, Strand Hanson and their respective affiliates may provide such services to the Company 
and any of its affiliates in the future. 
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Forward looking statements 
Certain statements in this document are or may constitute forward looking statements, including statements 
about current beliefs and expectations of the Directors and the Proposed Director. In particular, the words 
“envisage”, “projects”, “expect”, “anticipate”, “estimate”, “may”, “should”, “plan”, “intend”, “will”, “would”, 
“could”, “target”, “believe” and similar expressions (or in each case their negative and other variations or 
comparable terminology) can be used to identify forward looking statements. Such forward looking 
statements relate to matters that are not historical facts. They appear in a number of places throughout this 
document and include statements regarding the Company’s expectations of external conditions and events, 
current business strategy, plans and the other objectives of management for future operations and estimates 
and projections of the Group’s financial performance. Though the Directors and the Proposed Director 
believe these expectations to be reasonable at the date of this document, they may prove to be erroneous. 
Forward looking statements involve known and unknown risks, uncertainties and other factors which may 
cause the actual results, achievements or performance of the Group, or the industry in which the Group 
operates, to be materially different from any future results, achievements or performance expressed or 
implied by such forward looking statements. Prospective investors should read the risk factors set out in 
Part 2 of this document. 

Any forward looking statement in this document speaks only as of the date it is made. Save as required by 
law or regulation or the AIM Rules, the Company undertakes no obligation to publicly release the results of 
any revisions to any forward looking statements in this document that may occur due to any change in the 
Company’s expectations or in order to reflect events or circumstances after the date of this document. 

Any forward looking statement in this document based on past or current trends or activities of the Group 
should not be taken as a representation or assurance that such trends or activities will continue in the future. 
No statement in this document is intended to be a profit forecast or to imply that the earnings of the Group 
for the current year or future years will match or exceed the historical or published earnings of the Group. 

 

Extraction of information from the Competent Person’s Report 
This document contains cross-references to information contained in the Competent Person’s Report set 
out in Part 3 of this document. The Company confirms that the information which has been extracted from 
the Competent Person’s Report has been accurately reproduced and that, so far as the Company is aware 
and is able to ascertain from the Competent Person’s Report, no facts have been omitted which would 
render the extracts inaccurate or misleading. The Competent Person has reviewed the information contained 
in this document which relates to information contained in the Competent Person’s Report and has 
confirmed in writing to the Company and Strand Hanson the information presented is accurate, balanced 
and complete and not inconsistent with the Competent Person’s Report. 

Figures 
Various figures and percentages in tables in this document, including financial information, have been 
rounded and accordingly may not total. As a result of this rounding, the totals of data presented in this 
document may vary slightly from actual arithmetical totals of such data. 

Non-IFRS measures 
Certain financial measures in this document do not have a standardized meaning as prescribed by IFRS 
and are therefore considered non-IFRS measures. These measures may not be comparable to similar 
measures presented by other issuers. The additional information should not be considered in isolation or as 
a substitute for measures prepared in accordance with IFRS. 

Market, industry and economic data 
Unless the source is otherwise identified, the market, economic and industry data and statistics in this 
Admission Document constitute the Directors’ and the Proposed Director’s estimates, using underlying data 
from independent third parties. 

The Company obtained market and economic data and certain industry statistics from internal reports as 
well as from third party sources such as independent research commissioned by the Company, third party 
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market research and publicly available information, as described in the footnotes to such information. The 
Company confirms that all such information set out in this Admission Document has been accurately 
reproduced and that, so far as it is aware and has been able to ascertain from information published by the 
third party, no facts have been omitted which would render the reproduced information inaccurate or 
misleading. Where third party information has been used in this Admission Document, the source of such 
information has been identified. 

The Company does not make any representation or warranty as to the accuracy or completeness of such 
information as set out in this Admission Document. Such third party information has not been audited or 
independently verified. None of Hannam & Partners, Canaccord Genuity and Strand Hanson has authorised 
the contents of, or any part of, this document and accordingly no liability whatsoever is accepted by Hannam 
& Partners, Canaccord Genuity or Strand Hanson for the accuracy or completeness of any market or 
industry data which is included in this document. 

 

No incorporation of website information 
The contents of the Company’s website, any website mentioned in this document or any website directly 
or indirectly linked to these websites have not been verified and do not form part of this document and 
prospective investors should not rely on such information. 

Interpretation 
Certain terms used in this Admission Document, including capitalised terms and certain technical and other 
items, are defined in the section entitled “Definitions” and certain selected industry and technical terms used 
in this document are defined and explained in the section entitled “Glossary”. 

References to the singular in this Admission Document shall include the plural and vice versa where the 
context requires. Any references to time in this Admission Document are to British Summer Time (“BST”) 
times, unless otherwise stated. 

Unless otherwise indicated, all references in this document to “Pounds Sterling”, “£”, “GBP”, “p” or “pence” 
are to the lawful currency of the United Kingdom, to “Dollars” or “C$” are to the lawful currency of Canada 
and to “US Dollars” or “US$” are to the lawful currency of the United States. 

The Company prepares its financial statements in Canadian Dollars. Unless otherwise indicated, the financial 
information contained in this document has been expressed in Canadian Dollars. 

NOTES ON RESERVES DATA AND OTHER OIL AND NATURAL GAS INFORMATION 

Caution regarding reserves information 
The determination of oil and gas reserves involves the preparation of estimates that have an inherent degree 
of associated uncertainty. Categories of Proved, Probable and Possible reserves have been established to 
reflect the level of these uncertainties and to provide an indication of the probability of recovery. The 
estimation and classification of reserves requires the application of professional judgment combined with 
geological and engineering knowledge to assess whether or not specific reserves classification criteria have 
been satisfied. Knowledge of concepts including uncertainty and risk, probability and statistics, and 
deterministic and probabilistic estimation methods is required to properly use and apply reserves definitions. 

The recovery and reserve estimates of oil, natural gas liquids and natural gas reserves provided herein are 
estimates only. Actual reserves may be greater than or less than the estimates provided herein. The 
estimated future net revenue from the production of the Company’s natural gas and petroleum reserves 
does not represent the fair market value of the Company’s reserves. 

Caution regarding “boe” 
In this document, the abbreviation “boe” means a barrel of oil equivalent on the basis of 1 boe to 6 Mcf of 
natural gas when converting natural gas to boes. Boe may be a misleading term, particularly if used in 
isolation. A boe conversion ratio of 6 Mcf to 1 boe is based on an energy equivalency conversion method 
primarily applicable at the burner tip and does not represent a value equivalency at the wellhead. Given that 
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the value ratio of oil compared to natural gas based on currently prevailing prices is significantly different 
than the energy equivalency conversion ratio of 6 Mcf to 1 boe, utilizing a conversion ratio of 6 Mcf to 1 boe 
may be misleading as an indication of value. 

Reserves categories 
“Reserves” are estimated remaining quantities of oil and natural gas and related substances anticipated to 
be economically recoverable from discovered resources, from a given date forward, based on; (a) analysis 
of drilling, geological, geophysical, and engineering data; (b) the use of established technology; and 
(c) specified economic conditions, which are generally accepted as being reasonable and shall be disclosed. 
Reserves are classified according to the degree of certainty associated with the estimates. 

“Proved” reserves are those reserves that can be estimated with a high degree of certainty to be recoverable. 
It is likely that the actual remaining quantities recovered will exceed the estimated Proved reserves. 

“Developed Producing” reserves are those reserves that are expected to be recovered from completion 
intervals open at the time of the estimate. These reserves may be currently producing or, if shut-in, they 
must have previously been on production, and the date of resumption of production must be known with 
reasonable certainty. 

“Developed Non-Producing” reserves are those reserves that either have not been on production, or have 
previously been on production, but are shut-in, and the date of resumption of production is unknown. 

“Undeveloped” reserves are those reserves expected to be recovered from known accumulations where a 
significant expenditure (e.g. when compared to the cost of drilling a well) is required to render them capable 
of production. They must fully meet the requirements of the reserves classification (Proved, Probable, 
Possible) to which they are assigned. In multi-well pools, it may be appropriate to allocate total pool reserves 
between the developed and undeveloped categories or to sub-divide the developed reserves for the pool 
between developed producing and developed non-producing. This allocation should be based on the 
estimator’s assessment as to the reserves that will be recorded from specific wells, facilities and completion 
intervals in the pool and their respective development and production status. 

“Probable” reserves are those additional reserves that are less certain to be recovered than Proved reserves. 
It is equally likely that the actual remaining quantities recovered will be greater or less than the sum of the 
estimated Proved plus Probable reserves. 

“Possible” reserves are those additional reserves that are less certain than Probable reserves, and represent 
upside potential. Possible reserves have not been assessed by NSAI, in view of the high degree of 
development of the Group’s assets with large numbers of wells and many decades of production history. 

Levels of certainty for reported reserves 
The qualitative certainty levels referred to in the definitions above are applicable to individual reserve entities 
(which refers to the lowest level at which reserves calculations are performed) and to reported reserves 
(which refers to the highest level sum of individual entity estimates for which reserves are presented). 
Reported reserves should target the following levels of certainty under a specific set of economic conditions: 

(a) for Proved reserves, at least a 90 per cent. probability that the quantities actually recovered will equal 
or exceed the estimation; and 

(b) for Proved plus Probable reserves, at least a 50 per cent. probability that the quantities actually 
recovered will equal or exceed the estimation. 

A quantitative measure of the certainty levels for estimates prepared for the various reserves categories is 
desirable to provide a clearer understanding of the associated risks and uncertainties. However, the reserves 
estimates will be prepared using deterministic methods that do not provide a mathematically derived 
quantitative measure of probability. In principle, there should be no difference between estimates prepared 
using probabilistic or deterministic methods. 

 

6



Drilling locations 
This document discloses drilling inventory for Proved locations. Proved locations are derived from the 
Competent Person’s Report and account for drilling locations that have associated Proved reserves, as 
applicable. All of the drilling locations identified herein, are net Proved locations. Additional Probable drilling 
locations, being drilling locations associated with Probable reserves, may be identified but have not as the 
date of this document been considered. The drilling locations on which the Group actually drills wells will 
ultimately depend upon the availability of capital, regulatory approvals, seasonal restrictions, commodity 
prices, costs, actual drilling results, additional reservoir information that is obtained and other factors. 
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KEY STATISTICS 

Number of Common Shares in issue and voting rights as at Admission*                                  361,297,054 

Closing mid-market price on 2 August 2021 (being the Latest Practicable Date)                              C$0.09 

£:C$ exchange rate on 2 August 2021 (being the Latest Practicable Date)                                 £0.58:C$1 

Estimated market capitalisation on Admission (based on the above mid-market                              £18.9m 
share price and exchange rate) 

Number of Warrants in issue as at the date of this document*                                                 235,795,000 

Number of Options in issue as at the date of this document*                                                     19,400,000 

Principal amount of convertible Debentures in issue as at the date of this document*           C$8,389,000** 

Options expressed as a percentage of the Issued Share Capital                                                         5.4% 

Warrants expressed as a percentage of the Issued Share Capital                                                      65.3% 
 

ISIN for the Common Shares                                                                                              CA8428131079 

SEDOL for the Common Shares                                                                                                  BP381H9 

Trading symbol for Common Shares on AIM                                                                                      SOUC 

Trading symbol for Common Shares on the TSXV                                                                                SOU 
 

Legal Entity Identifier (LEI)                                                                                   213800R25GL7J3EBJ698 

*      Assuming no Warrants or Options are exercised or Debentures converted between the date of this document and Admission. 
**     The Debentures convert at a rate of approximately 10,000 Common Shares for each C$1,000 principal amount of Debentures, 

and accordingly represent approximately 23.2% of the Issued Share Capital if fully converted. 
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EXPECTED TIMETABLE OF PRINCIPAL EVENTS 

Publication of this document                                                                                                4 August 2021 
 

Admission effective and commencement of dealings in the Common Shares on AIM         10 August 2021 

References to times above are to London time unless otherwise stated. Each of the times and dates set 
out in the timetable above and mentioned throughout this document may be. In the event of a change, the 
Company will make an appropriate announcement to a Regulatory Information Service giving details of any 
revised dates and the details of the new times. 

A11, 4.7
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DEFINITIONS 

The following words and expressions shall have the following meanings in this document unless the context 
otherwise requires: 

£ Pounds sterling, the lawful currency of the United Kingdom 

2018 Warrants the Common Share performance warrants issued on 19 December 
2018 

2021 Warrants the Common Share purchase warrants issued on 29 April 2021 

ABCA the Business Corporations Act (Alberta), as amended, including the 
regulations promulgated thereunder 

Admission the admission to trading of the entire issued and to be issued share 
capital of the Company on AIM, becoming effective as provided in 
Rule 6 of the AIM Rules 

affiliate or associate when used to indicate a relationship with a person or company, has 
the meaning set forth in the Securities Act (Alberta), as amended, 
including the regulations promulgated thereunder 

AIM AIM, the market of that name operated by the London Stock 
Exchange 

AIM Rules the AIM Rules for Companies published by the London Stock 
Exchange from time to time (including, without limitation, any 
guidance notes or statements of practice) and those other rules of 
the London Stock Exchange which govern the admission of 
securities to trading on, and the regulation of AIM 

Articles the articles of continuance of the Company (as amended from time 
to time) 

Audit Committee the audit committee established by the Company 

Black Warrior Basin Assets the Group’s current and former oil and gas assets located in 
Lowndes and Monroe Counties, Mississippi and Lamar and Pickens 
County, Alabama 

BLM the US Bureau of Land Management 

Board the board of directors of the Company from time to time 

Brokers Canaccord Genuity and Hannam & Partners 

By Laws the by-laws of the Company (as amended from time to time) 

C$ Canadian dollars, the lawful currency of Canada 

Canaccord Genuity Canaccord Genuity Limited 

Canadian Registrar and                   Odyssey Trust Company 
Transfer Agent 

Canadian Tax Act                               the Income Tax Act (Canada), as amended, including the 
regulations promulgated thereunder 
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CBCA the Canada Business Corporations Act, as amended from time to 
time 

CDS Clearing and Depositary Services Inc.  

Central Mississippi Assets the Group’s oil and gas assets located in Covington, Hinds, Jasper, 
Jefferson Davis, Jones, Lawrence, Marion, Simpson, Smith and 
Yazoo Counties, Mississippi 

 

certificated or in certificated form in relation to a Common Share, recorded on the Company’s register 
as being held in certificated form (that is not in CREST or CDS) 

CGT UK Capital Gains Tax 

COBS the FCA Handbook Conduct of Business Sourcebook 

Common Shares common shares in the share capital of the Company 

Company Southern Energy Corp., a public corporation continued under the 
laws of Alberta with corporate access number 2022386623 

the competent person’s report prepared by NSAI dated 
25 June 2021, estimating the proved and probable reserves and 
future revenue, as at 1 April 2021, in relation to the Group’s assets 

CREST the computerised settlement system operated by Euroclear which 
facilitates the transfer of title to shares 

CREST Regulations the Uncertificated Securities Regulations 2001 (SI 2001/3755) as 
amended from time to time, and any applicable rules made under 
those regulations 

Custodian Link Market Services Trustees (Nominees) Limited or a subsidiary or 
third party appointed by the Depositary 

Debenture holders the holders of Debentures 

Debenture Indenture means the indenture between the Company and Computershare 
Trust Company of Canada, as debenture trustee, dated 
14 June 2019, relating to the Debenture Financing 

Debentures the 8 per cent. convertible unsecured debentures of the Company, 
each with a principal amount of C$1,000, constituted by an 
indenture between the Company and Computershare Trust 
Company of Canada, as debenture trustee, dated 14 June 2019 

Deloitte Canada Deloitte LLP, the auditors to the Company 

Depositary Link Market Services Trustees Limited 

Depositary Agreement the depositary agreement relating to the issue of the Depositary 
Interests, dated 30 July 2021 

Depositary Deed Poll the deed poll relating to the holding of Common Shares and the 
issue of the Depositary Interests, dated 30 July 2021, and made by 
the Depositary in favour of the DI Holders 

Depositary Interests the dematerialised depositary interests representing Common 
Shares to be admitted to trading on AIM and issued by the 
Depositary 

CPR or Competent Person’s 
Report

A1, 4.2 
A1, 4.4 
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DI Holder(s) the holder(s) of a Depositary Interest, from time to time, pursuant to 
the Depositary Deed Poll 

DI Register the register of DI Holders 

Directors the directors of the Company whose names are set out in this 
document under the section Directors, Proposed Director, Company 
Secretary and Advisers 

DSCR debt service coverage ratio 

DTR the Disclosure Guidance and Transparency Rules sourcebook of the 
FCA 

DTR5 Chapter 5 of the DTRs 

EBITDAX earnings before interest, taxes, depreciation, amortization, and 
impairment 

EPA the US Environmental Protection Agency 

ESG environment, social and governance matters 

Euroclear Euroclear UK & Ireland Limited, the operator of CREST 

FCA the Financial Conduct Authority 

FCF free cash flow 

FERC the Federal Energy Regulatory Commission  

FPO the Financial Services and Markets Act 2000 (Financial        
Promotion) Order 2005, as amended 

FSMA the Financial Services and Markets Act 2000, as amended 

GHG greenhouse gas emissions 

Great Prairie Great Prairie Energy Services Inc 

Group the Company and the Subsidiaries; 

Gulf Pine Acquisition has the meaning given in Part 5, section 2.2 

Gulf Pine GP Gulf Pine Energy Partners GP, LLC  

Gulf Pine LP Gulf Pine Energy Partners, LP  

Hannam & Partners H & P Advisory Limited 

HMRC Her Majesty’s Revenue and Customs 

IFRS International Financial Reporting Standards as issued by the 
International Accounting Standards Board 

Introduction Agreement the introduction agreement entered into between the Company,  
Strand Hanson and the Brokers on 4 August 2021 and summarized 
in Part 5, section 18.6 

Invico Invico Diversified Income Limited Partnership 
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Invico Credit Agreement the credit agreement dated 30 April 2021 between Southern US and 
Invico 

Invico Facility the senior secured term loan of up to US$8.5 million supplied by 
Invico to the Company pursuant to the Invico Credit Agreement 

Invico Warrants has the meaning given in Part 5, section 5.23 

Issued Share Capital the 361,297,054 Common Shares in issue as at the date of 
Admission (assuming no Warrants or Options have been exercised 
and no Debentures have been converted between the date of this 
document and Admission) 

Latest Practicable Date 2 August 2021 

London Stock Exchange or LSE London Stock Exchange plc 

MAR the UK version of the EU Market Abuse Regulation (2014/596) which 
is part of UK law by virtue of the European Union (Withdrawal) Act 
2018, as amended and supplemented from time to time including 
by the Market Abuse (Amendment) (EU Exit) Regulations 2019 

Member State each Member State of the European Economic Area 

MI 61-101 Multilateral Instrument 61-101 – Protection of Minority Security 
Holders in Special Transaction of the Canadian Securities 
Administrators 

MISB Mississippi Interior Salt Basin  

NI 45-102 National Instrument 45-102 – Resale of Securities of the Canadian 
Securities Administrators 

NI 45-106 National Instrument 45-106 – Prospectus Exemptions of the 
Canadian Securities Administrators 

NI 51-101 National Instrument 51-101 – Standards of Disclosure for Oil and 
Gas Activities of the Canadian Securities Administrators 

NI 51-102 National Instrument 51-102 – Continuous Disclosure Obligations of 
the Canadian Securities Administrators 

NI 52-110 National Instrument 52-110 – Audit Committees of the Canadian 
Securities Administrators 

NI 58-101 National Instrument 58-101 – Disclosure of Corporate Governance 
Practices of the Canadian Securities Administrators 

NI 62-104 National Instrument 62 104 – Take-Over Bids and Issuer Bids 

Nominated Adviser Strand Hanson Limited 

NSAI Netherland, Sewell & Associates, Inc. 

NSPS new source performance standards 

Official List the official list of the FCA 

OPEC Organization of Petroleum Exporting Countries 
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OPEC+ OPEC plus Russia, Azerbaijan, Bahrain, Brunei, Kazakhstan, 
Malaysia, Mexico, Oman, South Sudan and Sudan 

Options options to purchase Common Shares, granted pursuant to the 
Stock Option Plan 

PCA person closely associated as defined in article 3(26) of MAR 

PDMR a person discharging managerial responsibilities as defined in 
article 3(25) of MAR 

Penco Penco Oil and Gas Ltd. 

Prospectus Regulation Rules the Prospectus Regulation Rules of the FCA made pursuant to 
section 73A of the Financial Services and Markets Act 2000, as 
amended 

Provinces Alberta and British Columbia 

QCA Code QCA Corporate Governance Code published by the Quoted 
Companies Alliance, as amended from time to time 

Qualified Investors persons in Member States who are “qualified investors” in such 
Member State within the meaning of Article 2(e) of the EU 
Prospectus Regulation (2017/1129) or the United Kingdom within 
the meaning of the UK version of the EU Prospectus Regulation 
(2017/1129) which is part of UK law by virtue of the European Union 
(Withdrawal) Act 2018 (as amended and supplemented from time 
to time (including but, not limited to, by the UK Prospectus 
Amendment Regulations 2019 and The Financial Services and 
Markets Act 2000 (Prospectus) Regulations 2019)) 

Queens Assets the Group’s former oil and gas assets located in Escambia and 
Conecuh Counties, Alabama 

Registered Holder a holder of the Common Shares on the share register of Southern 
Energy maintained in Canada  

Regulatory Information Service one of the regulatory information services authorised by the FCA to 
receive, process and disseminate regulatory information in respect 
of listed companies 

Roundtree Acquisition has the meaning given in Part 5, section 2.3(h) 

SDRT UK Stamp Duty Reserve Tax 

Share Register the share register of Southern Energy maintained in Canada  

Shareholders holders of Common Shares 

SO CGU the Smackover Alabama CGU  

Southern BWB Southern Energy BWB, LLC, a limited liability company existing 
under the laws of the state of Delaware and wholly-owned subsidiary 
of Southern US 

Southern CMS Southern Energy CMS, LLC, a limited liability company existing 
under the laws of the state of Delaware and wholly-owned subsidiary 
of Southern US 

Southern Energy the Company 
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Southern Operating Southern Energy Operating, LLC, a limited liability company existing 
under the laws of the state of Delaware and wholly-owned subsidiary 
of Southern US 

Southern SO Southern Energy SO, LLC, a limited liability company existing under 
the laws of the state of Delaware and wholly-owned subsidiary of 
Southern US; 

Southern US Southern Energy Corporation, a private corporation existing under 
the laws of the state of Delaware and wholly-owned subsidiary of 
the Company 

Stock Option Plan the Company’s stock option plan 

Strand Hanson Strand Hanson Limited 

Subsidiaries the subsidiaries of the Company 

TCB Credit Agreement the credit agreement dated 1 February 2017 between Southern US 
and TCB and amended and restated as of 20 July 2020 

TCB Facility the previous senior secured credit facility of the Company, created 
pursuant to the TCB Credit Agreement, which includes the TCB 
Conforming Facility and TCB Non-Conforming Facility (as context 
requires) 

TSXV the TSX Venture Exchange 

UK Corporate Governance Code the principles of good governance and code of best practice issued 
by the UK Financial Reporting Council 

a share or shares recorded on the register of members as being held 
in uncertificated form in CREST, entitlement to which by virtue of the 
Uncertificated Securities Regulations, may be transferred by means 
of CREST 

United Kingdom or UK the United Kingdom of Great Britain and Northern Ireland 

Registrar Link Market Services (Guernsey) Limited 

United States or US or USA the United States of America, its territories and possessions, any 
state of the United States of America and the District of Columbia 

US$ American dollars, the lawful currency of the United States 

US Securities Act United States Securities Act of 1933 (as amended)  

VAT United Kingdom value added tax 

Warrants together, the 2018 Warrants and the 2021 Warrants 

uncertificated or in 
uncertificated form
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GLOSSARY OF TECHNICAL TERMS 

API American Petroleum Institute 

API gravity and °API an indication of the specific gravity of crude oil measured on the API 
gravity scale 

best estimate the middle value in a range of estimates considered to be the most 
likely. If based on a statistical distribution, this can be the mean, 
median or mode depending on usage 

bbl or barrel a unit of volume measurement used for petroleum and its products 

bbls/d or bopd barrels per day or barrels of oil per day 

Bcf billions of cubic feet 

boe barrel of oil equivalent, where 6,000 standard cubic feet of gas 
equals 1 bbl of oil 

boe/d or boepd barrels of oil equivalent per day 

btu British thermal unit, which is the heat required to raise the 
temperature of a one pound mass of water from 58.5 degrees 
Fahrenheit to 59.5 degrees Fahrenheit under specific conditions 

CGU cash generating units 

CO2 carbon dioxide 

Company Gross in relation to interests in oil or gas production or reserves, those 
reserves attributable to the Group’s working interest (operating or 
non-operating) share before deduction of royalties and without 
including any royalty interests 

completion interval the specific reservoir interval that is open to the borehole and 
connected to the surface facilities for production or injection 

conventional oil and gas extracted from the ground by traditional drilling methods 

development well a well drilled within the Proved reserves area of an oil or gas reservoir 
to the depth of a stratigraphic horizon known to be productive in an 
attempt to recover Proved undeveloped reserves 

ft foot or feet, a unit of distance or length 

Gross in relation to interests in oil or gas production or reserves, those 
reserves attributable to the entire applicable oil & gas property, field 
or licence 

held by production or HBP a provision in an oil or natural gas property lease that allows the 
lessee to continue drilling activities on the property as long as it is 
producing a minimum paying amount of oil or gas, thereby extending 
the lessee’s right to operate the property beyond the initial lease term 

heavy crude oil crude oil with an API gravity less than 20° API 

hydrocarbon a compound containing only the elements hydrogen and carbon, 
which may exist as a solid, liquid or gas. The term is mainly used as 
a catch-all description for oil, gas and condensate 

licence an exclusive right to explore for petroleum, usually granted by a 
national governing body 

light crude oil crude oil with an API gravity greater than 33° API 
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LNG liquefied natural gas 

Louisiana Light Sweet a light, sweet crude oil produced from the Gulf of Mexico 

Mbbl thousands of barrels 

Mboe thousand barrels of oil equivalent 

Mcf thousands of cubic feet 

Mcfe thousand cubic feet of natural gas equivalent 

Mcfed thousand cubic feet of natural gas equivalent per day 

MMbbl millions of barrels of oil 

MMcf million standard cubic feet of natural gas 

MMcfed million standard cubic feet of natural gas equivalent per day 

mD millidarcy; a measure of rock permeability to fluids 

medium crude oil crude oil with an API gravity between 20-33°  

natural gas hydrocarbons that at a standard temperature of sixty degrees 
Fahrenheit (60ºF) and a standard pressure of one atmosphere are in 
a gaseous state, including wet mineral gas and dry mineral gas, 
casing head gas, residual gas remaining after separation treatment, 
processing, or extraction of liquid hydrocarbons 

Net Attributable in relation to the Company’s interest in production or reserves its 
working interest (operating or non-operating) share after deduction of 
royalty obligations, plus its royalty interests in production or reserves 

NGLs natural gas liquids 

NORM naturally occurring radioactive materials 

NYMEX Henry Hub, the reference price paid in US dollars at Erath, Louisiana 
for natural gas 

oil equivalent international standard for comparing the thermal energy of different fuels 

operator a company that has legal authority to drill wells and undertake 
production of oil and gas 

prospect a potential accumulation that is sufficiently well defined to be a viable 
drilling target. For a prospect, sufficient data and analyses exist to 
identify and quantify the technical uncertainties, to determine 
reasonable ranges of geologic chance factors and engineering and 
petrophysical parameters, and to estimate prospective resources 

prospective resources those quantities of petroleum estimated, as of a given date, to be 
potentially recoverable from undiscovered accumulations by 
application of future development projects. Prospective resources have 
both an associated chance of discovery and chance of development 

Proved reserves or 1P the estimated quantities of crude oil, natural gas, and natural gas 
liquids which geological and engineering data demonstrate with 
reasonable certainty to be recoverable in future years from known 
reservoirs under existing economic and operating conditions 

Proved reserves and those additional reserves that are less certain 
to be recovered than Proved reserves. It is equally likely that the 
actual remaining quantities recovered will be greater or less than the 
sum of the estimated Proved plus Probable reserves 

Proved plus Probable reserves 
or 2P
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Proved developed reserves that are not expected to be recovered 
from completion intervals currently open in existing wells and able 
to produce to market and reserves that cannot be recovered through 
wells with existing equipment and operating methods 

Proved developed reserves that are expected to be recovered from 
completion intervals currently open in existing wells and able to 
produce to market and reserves that can be recovered through wells 
with existing equipment and operating methods 

Proved Undeveloped or PUD Proved reserves that are expected to be recovered from new wells 
on undrilled acreage, or from existing wells where a relatively major 
expenditure is required for recompletion 

PV or present value the present value of a future sum of money or stream of cash flows 
given a specific rate of return e.g. PV 18 means the present value at 
a discount rate of eighteen per cent. (18 per cent.) 

recompletion the completion for production of an existing well bore in another 
formation from that in which the well has been previously completed 

recoverable a description of hydrocarbon reserves that identifies them as 
technically or economically feasible to extract 

reserves those quantities of petroleum anticipated to be commercially 
recoverable by application of development projects to known 
accumulations from a given date forward under defined conditions 

reservoir a subsurface body of rock having sufficient porosity and permeability 
to store and transmit fluids. A reservoir is a critical component of a 
complete petroleum system 

resources deposits of naturally occurring hydrocarbons which, if recoverable, 
include those volumes of hydrocarbons either yet to be found 
(prospective) or if found the development of which depends upon a 
number of factors (technical, legal and/or commercial) being 
resolved (contingent) 

royalty a percentage share of production, or the value derived from 
production, paid from a producing well 

seismic a survey method by which an image of the earth’s subsurface is 
created through the generation of seismic waves by transmitting 
energy into the earth and analysis of their reflection from rock strata 

tcf trillions of cubic feet 

trap a configuration of rocks suitable for containing hydrocarbons and sealed 
by a relatively impermeable formation through which hydrocarbons will 
not migrate. Traps are described as structural traps (in deformed strata 
such as folds and faults) or stratigraphic traps (in areas where rock types 
change, such as unconformities, pinch outs and reefs) 

undeveloped acreage lease acreage on which wells have not been participated in or 
completed to a point that would permit the production of commercial 
quantities of oil and gas regardless of whether such acreage 
contains Proved reserves 

working interest a cost bearing interest which gives the owner the right to drill, 
produce, and conduct oil and gas operations on the property, as 
well as a right to a share of production therefrom 

WTI West Texas Intermediate, the underlying commodity of the Chicago 
Mercantile Exchange’s oil futures contracts

Proved Developed Non-
Producing or PDNP

Proved Developed Producing or 
PDP
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PART 1 
 

INFORMATION RELATING TO THE COMPANY 

 

1. INTRODUCTION 
Southern Energy is an established oil and gas producer headquartered and incorporated in Alberta, Canada, 
with oil and gas interests in properties located in the south-eastern United States, primarily in Mississippi. 

The Group has controlling operated interests in properties covering approximately 30,000 net acres in the 
Mississippi Interior Salt Basin (“MISB”), which include its two principal properties Mechanicsburg and Mount 
Olive East, and approximately 1,200 net acres in the Black Warrior Basin. The majority of the Group’s leases 
(97 per cent.) contain producing wells and are “held by production”, requiring no additional drilling or 
operations for the Group to maintain its existing interest. 

The Group currently has a working interest in 239 producing wells. Aggregate Gross production attributable 
to the Group’s working interests is approximately 2,150 boe/d, predominantly comprised of 11.9 MMscf/d 
(1,985 boe/d) of gas production (Q1 2021 average) from conventional, low-decline, long-life reserves in 
fields with abundant infrastructure, low operating costs and premium commodity pricing. The majority of 
the Group’s producing assets have a predictable and consistent production profile and have been on 
production for more than 10 years. 

As at 1 April 2021, the Group’s total Company Gross Proved (1P) gas reserves were 55.9 Bcf, with Net 
attributable of 44.2 Bcf. Proved plus Probable (2P) Company Gross gas reserves were 62.4 Bcf, with Net 
attributable of 49.4 Bcf. The corresponding liquids reserves (comprising oil, condensate and NGLs) were 
1,063 Mbbl Gross, 851 Mbbl Net 1P, with 2P reserves of 1,236 Mbbl Gross, 988 Mbbl Net. 

In addition to increasing production through acquisitions of further properties, the Group’s portfolio also 
provides the opportunity to increase production through infill drilling on its existing properties. 

The Company’s Common Shares are listed on the TSX Venture Exchange (“TSXV”) under the trading symbol 
“SOU”. 

2. HIGHLIGHTS AND STRATEGY 
 

Southern Energy is focused on building value through the consolidation and development of gas and oil 
assets in south-eastern United States, where there are a series of mature basins with proven low-cost 
producing assets, with a current focus on the Mississippi Interior Salt Basin. The Group intends to increase 
its production base by over 25,000 boe/d over the next two years through continued asset consolidation 
and development, targeting conventional assets with low decline, long life, multi-zone organic growth 
potential ranging from 1,500 to 15,000 boe/d, which the Group is currently evaluating. 

The Group aims to build a high-margin asset base of sufficient scale with significant low-risk drilling inventory 
that continues to generate free cash flow to deliver shareholder distributions over the medium term to long 
term. To accomplish this objective, the Board seeks to balance two primary growth drivers: (a) adding 
accretive Proved Developed Producing acquisitions; and (b) executing low-risk development drilling to 
achieve organic reserves growth. 

During periods where the Board believes commodity prices are depressed, the Group employs a disciplined 
acquisition strategy to add low-decline assets that are synergistic with existing operations at attractive 
metrics to its portfolio, while paying only for Proved Developed Producing reserves. During periods of 
relatively stronger commodity pricing, the Board intends to focus on the infill development of the Group’s 
existing large-scale drilling inventory within assets exhibiting historically low recovery factors. 

As part of its acquisition growth strategy, the Group evaluates oil and gas properties throughout the south-
eastern United States that will result in meaningful reserve and production additions. The Group seeks to 
add high-quality, long-life reservoirs in proven growth areas that offer existing infrastructure, opportunities 
for operating cost reductions, low-cost oil and gas drilling opportunities and operational control.

A1, 5.1.1 
AIM Note for 
Mining, Oil and Gas 
Companies 

A1, 5.4
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The Group has made two acquisitions in its focus area over the past four years, being the Gulf Pine 
Acquisition in December 2018 and the Roundtree Acquisition in June 2019, and has rigorously optimized 
production and operating costs over that time. While spending minimal maintenance capital on the assets, 
Southern Energy has lowered per unit operating costs by more than 40 per cent. over the past four years 
by employing proven strategies to maximize value in under-exploited assets (Figure 1). The Group sees 
similar opportunities on the larger consolidation opportunities that it is evaluating and is excited to implement 
these cost control strategies on a larger scale. 

Figure 1: Chart showing historical quarterly average operating expenditure in respect of the 
Group’s current asset base since Q3 2016 (Source: Company management) 

 

Southern Energy leverages the specialised skill and knowledge of its Board and management team to 
compile, interpret and evaluate technical data, drill and complete wells, design and operate production 
facilities and numerous additional activities required to explore for and produce oil and natural gas. 

The south-eastern United States is strategically located near Henry Hub, which commands premium natural 
gas pricing. The Group currently sells the majority of its produced natural gas and oil at the wellhead pursuant 
to variable price contracts, where it receives Henry Hub pricing (less minor proximity adjustments) for its 
natural gas and Louisiana Light Sweet pricing (less adjustments for proximity and quality) for its oil. The 
Directors and the Proposed Director believe that the Group will benefit from its exposure to the expanding 
Gulf Coast LNG export market and the current tightening in the US gas supply/demand balance as shale 
gas growth has become largely unprofitable, LNG exports increase and an increasing market share for clean 
gas-fired power generation in the United States. 
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Figure 2: Map showing the Group’s area of focus, the approximate location of its existing assets 
and its export channels (not to scale) (Source: Company management) 

 

The Group’s ESG objectives are supported by a low plug and abandonment liability on its existing assets 
and its focus on low emission natural gas assets in the Gulf Coast. 

3. KEY INVESTMENT PROPOSITION 
 

The key objective of the Group is to deliver long-term material value for its stakeholders through the growth 
and development of its oil and gas production portfolio. The Directors and the Proposed Director believe 
that an investment in the Company should be attractive to prospective investors for the following reasons: 

l The Group intends to capitalise on its significant regional geologic database developed over the 
preceding seven years to build on the Group’s existing strong base of long life, low decline (<12 per 
cent.) assets, which provide low risk and stable cash flows; 

l The Board and management team have significant combined experience of over 60 years in the oil 
and gas industry and within the region in which they are operating, and are currently interested in 
approximately 16.7 per cent. of the Company’s Common Shares; 

l With minimal capital development on its assets, the Group has a track record of optimising the 
performance of its assets through rigorous operating cost savings and production, marketing and lift 
optimisations effected in an environmentally conscious and safety driven manner; 

l The Group intends to make additional accretive acquisitions of Proved Developed Producing (“PDP”) 
conventional assets with exposure to premium offtake pricing, following a disciplined consolidation 
strategy of acquiring low decline long life assets with multi-zone organic growth potential without paying 
value for extensive upside; and 

l The Group’s current portfolio provides the opportunity to pursue low-risk development drilling and 
reserves growth, where assets have historically been under-developed with relatively low historical 
recovery from vertical wells, and such characteristics would form part of the Group’s criteria for future 
acquisitions. 

4. GROUP STRUCTURE 
Southern Energy is the ultimate holding company of the Group and has six subsidiaries, all of which are 
wholly owned, indirectly, by Southern Energy. Figure 3 below shows the corporate structure of the Group: 

A1, 5.4
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Figure 3: Corporate structure of the Group (Source: Company materials) 
 

 
 

5. OVERVIEW OF THE COMPANY’S ASSETS 
The Group currently has a working interest in 239 producing wells, of which there are 183 producing wells 
(PDP) and 39 non-producing well events (PDNP) to which reserves have been assigned (excluding the small 
“unitised” interest in an Alabama oilfield and the now disposed Black Warrior Basin Assets in Alabama) 
across the MISB and Black Warrior Basin, which host conventional, low-decline, long-life reserves in fields 
with abundant infrastructure, low operating costs and premium commodity pricing. The majority of the 
Group’s producing assets have a predictable and consistent production profile and have been on production 
for more than 10 years, with the majority of production from the Group’s assets being in the form of natural 
gas (approximately 91 per cent). In Q1 2021, average Company Gross production of natural gas is estimated 
to be 11.9 MMcf/d (9.3 MMcf/d net), with average Company Gross liquids production of 174 bbl/d (136 
bbl/d net). 

Further technical information on the Group’s assets can be found in the Competent Persons Report (“CPR”) 
produced by NSAI in Part 3 of this document. 

Figure 4: Map showing the locations of the Group’s assets* (Source: NSAI) 

 

* Gentry Creek was sold in May 2021 for US$80,000, but is noted for reference as it is included in the Competent Persons Report 
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Figure 5: Map showing the locations of the MISB and Black Warrior Basin 

 

Southern Mississippi – the Mississippi Interior Salt Basin 

The Group’s two main assets in the MISB are Mechanicsburg and Mount Olive East Fields, which comprise 
over 56 per cent. of the Group’s Proved plus Probable (2P) reserves and approximately 60 per cent. of the 
present value of such reserves, with the remainder of the Group’s assets in the MISB comprising a number 
of lower value fields, the most significant of which is Gwinville. 

l Mechanicsburg Field – the Group is the operator of and owns an average 98.9 per cent. working 
interest in 3,425 held by production acres of land in the Mechanicsburg Field. The Mechanicsburg 
Field properties represent about 45 per cent. of the Group’s Proved plus Probable (2P) developed 
reserves and contain approximately 26.8 Bcf of the Group’s Proved plus Probable (2P) natural gas 
reserves, with corresponding liquids reserves of oil, condensate and NGL’s of approximately 792 Mbbl. 
Average Company Gross production of natural gas from the Mechanicsburg Field properties in 
Q1 2021 was 2.2 MMcf/d, with combined liquids production of 55 bpd. 

l Mount Olive East Field – the Group is the operator of and owns an average 93.8 per cent. working 
interest in 1,415 acres on the Mount Olive East Field. The Mount Olive East Field properties represent 
about 11 per cent. of the Group’s Proved plus Probable (2P) developed reserves with approximately 
7.7 Bcf of the Group’s Proved plus Probable (2P) natural gas reserves, with minor corresponding 
condensate reserves of around 30 Mbbl. Average Company Gross gas production from the Mount 
Olive East Field properties in Q1 2021 was 4.3 MMcf/d, with condensate production of 17 bpd. 

l Gwinville Field – this field, also largely operated by the Group, accounts for about 19 per cent. of the 
Group’s total Proved plus Probable (2P) reserves, but only 11 per cent. of the asset value. Average 
Company Gross gas production from Gwinville in Q1 2021 was 3.0 MMcf/d from around 188 shallow, 
low productivity wellbores, and the Gwinville properties account for up to 26 per cent. of the Group’s 
abandonment liabilities. 

l Other MISB Mississippi Fields – the Company owns and operates production from a number of other 
fields in the MISB within 40 miles of Mount Olive East, including the Greens Creek and Williamsburg 
South gas fields, along with minor oil from the Magee oil field. These all produce from various 
Cretaceous reservoir sands. Average Company Gross production from these other MISB Mississippi 
Fields in Q1 2021 was 2.2 MMcf/d, with liquids production of 58 bbl/d of light/medium oil and 
condensate. 
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Southern Alabama 

l Southern Energy holds a 0.6 per cent. interest in the NW Brooklyn oil production unit, which comprises 
22 producing wells. The small unit interest has Proved plus Probable (2P) Company Gross liquid 
reserves of approximately 39 Mbbl (30 Mbbl Net attributable), with average Company Gross production 
in Q1 2021 estimated to be around 17 bbl/d of oil and NGLs, with minor gas. 

NE Mississippi– the Black Warrior Basin 

l The Company holds working interests in some small oil and gas producing assets in the Black Warrior 
Basin area of north-east Mississippi, with Proved plus Probable (2P) Company Gross liquids reserves 
of approximately 34Mbbl. The average Company Gross production for Q1 2021 was approximately 
23bbl/d of liquids and 0.1MMcf/d from the Company’s now disposed Alabama gas assets in the Black 
Warrior Basin. 

Figure 6: Summary of the Group’s asset interests as at 1 April 2021 (Source: NSAI) 

                                                                                                                                                                             Company 

                                                                                                                                                                                   Gross 

                                                                                                                                     Company    Company    Production 

                                                Working                                                                              Gross          Gross       Q1 2021 

                                                 interest                          License                    Licence      *2P gas   *2P liquids             (avg) 

                                           percentage                          Expiry                           Area     reserves      reserves         MMcf/d    Royalty 

Asset                     Operator    (average)     Status           Date                          (acres)           (Bcf)          (Mbbl)             bbl/d           (%) 

MISB, Southern Mississippi 
Mechanicsburg      Southern        98.9%     Production    Held by production     3,425           26.8             793           2.2 55        16.9 
Mount Olive East   Southern        93.8%     Production    Held by production     1,415             7.7               30           4.3 17        22.7 
Gwinville                Southern        95.6%     Production    Held by production   11,979           13.4               16             3.0 4        19.8 
Other MISB           Southern,      93.9%     Production    Held by production   13,606           14.4             323           2.2 58        21.0 
                             plus others 

Other – Mississippi and Alabama 
NW Brooklyn         Pruet               0.6%     Production   Held by production         n/a           0.02               39          N/A 17        23.3 
                             Production                    unit 
Black Warrior        Southern        99.6%     Production    Held by production    3,226*          0.12*               34          0.1* 23        21.0 
Basin properties 

* The Company’s gas producing interests in Alabama in the Black Warrior Basin, covering approximately 2,037 acres and containing 
gas reserves of approximately 0.123Bcf (Company Gross) and 5 PDP wells, were sold in May 2021 for US$80,000 

6. GEOLOGY OF THE COMPANY’S ASSETS 
Mississippi Interior Salt Basin 

The majority of the Company’s gas reserves and production are from Cretaceous and Jurassic reservoirs in 
MISB This is the most productive basin in the north-eastern Gulf Coast Region, having produced more than 
1.5 billion barrels of oil and approximately 6.5 tcf of gas. Located on the north flank of the Gulf Coastal Plain, 
with an average width of 125 miles and covering a total area of 6,000 square miles it extends from north-
eastern Louisiana to south-west Alabama. The basin comprises an interior tectonic depression with 
well-defined structural borders, which suggests that the subsidence was controlled, in part, by the basement 
structures inherited from the Mesozoic rift episode associated with the opening of the Gulf of Mexico. 

The most productive reservoirs are Lower Cretaceous sandstones and carbonates, and Upper Cretaceous 
sandstones; the top producing formations being Tuscaloosa, Eutaw, Smackover, Hosston and Cotton Valley 
(see Figure 7). Principal structures within the basin include normal faults, local structural depressions, and 
a variety of salt features, including salt ridges, anticlines, piercement domes, withdrawal basin and turtle 
structures. The Mississippi Interior Salt Basin contains at least 53 Louann Salt piercement domes at depths 
of 6000 ft or less. Many these domes pierce Tertiary strata and extend to stratigraphic levels as high as the 
Miocene (Figure 8). 

Depositionally, there is an unconformity at the top of the Jurassic Cotton Valley Group and another at the 
top of the Cretaceous which separates the marl and limestones of the Selma Group from the shales and 
sandstones above. Cretaceous strata in the basin are predominantly clastic, which differs from elsewhere 
in the US Gulf Coast, due to the large amounts of detrital material supplied from the Appalachian orogen to 
the northeast and the ancestral Mississippi River system. 
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The Upper Jurassic Smackover carbonates are the oldest producing horizon in the basin and were deposited 
in a shallow ramp setting. Cotton Valley deposition is identified by fluviodeltaic systems that crossed the 
basin repeatedly. Above that, the Hosston, Rodessa, Paluxy and Tuscaloosa intervals were major delta 
complexes, and the Selma Group a transgressive shallow-marine deposit. The Ferry Lake Anhydrite is an 
important regional seal and marker horizon in the Lower Cretaceous. 

Figure 7: Stratigraphic column – MISB, Mississippi and Alabama (Source: Figure 3 of the CPR, 
which can be found in Part 3 of this document) 

 

Source: Bearden et al, Gulf Coast Association of Geological Societies Transactions, Volume L, 2000 
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Figure 8: Regional tectonic map and simplified downdip progression of salt structures, Mississippi 
Salt Basin and vicinity (Source: AAPG Bulletin, V. 81, No. 3 (March 1997)) 

 

Black Warrior Basin 

The Black Warrior Basin of Lamar County, Alabama and Lowndes and Monroe Counties, Mississippi is a 
foreland basin located in the major structural re-entrant between the Appalachian orogenic belt to the 
southeast and the Ouachita orogenic belt to the southwest. The north margin of the basin is bounded by 
the Nashville dome. The basin extends about 190 miles north to south and 220 miles east to west and has 
a surface area of about 35,000 square miles. 

 

Figure 9: Stratigraphic column – Black Warrior Basin, Alabama and Mississippi (Source: Figure 4  
of the CPR, which can be found in Part 3 of this document) 
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7. THE COMPANY’S RESERVES AND PRODUCTION 
The strategic approach of Southern Energy, and the value of the portfolio, is built primarily on the proven 
production from the large number of individual wells held, and to a large extent operated by, the Company. 
The Company typically holds high working interests in the leases, which are held by production and therefore 
not subject to expiry or relinquishment prior to depletion, subject to meeting minimal production thresholds. 

 

The gas and combined liquids (oil, condensate and NGL) production profiles for the Company’s portfolio 
are shown below (full details of these and other reserve evaluation data are set out in the CPR which is 
reproduced in Part 3 of this document). The Company’s primary product is gas, with liquids accounting for 
approximately 10 per cent. of the reserves in energy equivalent (boe) terms. 

Figure 10: Southern Energy’s gas production decline curve (Source: NSAI) 

 

AIM Note
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Figure 11: Southern Energy’s oil and condensate production decline curve (Source: NSAI) 

 

The lower line in each of the aggregated production profiles (Figures 10 and 11 above) is the projected 
decline in the currently active PDP wells, based on the decline analysis by NSAI. The first increment above 
this base case reflects the inclusion of well work projects that are not yet producing or are currently shut-in 
and are classified by NSAI as PDNP. The largest increment is the projected doubling (or more) of both gas 
and liquids production from 2022 to 2024, which reflects the drilling of up to six new infill wells in the 
productive Mechanicsburg Field (see Figure 16), resources which are classified by NSAI as Proved 
Undeveloped (“PUD”) reserves. The Group is planning to execute 10 – 15 low risk workovers/recompletions 
on its base asset in the next 6 – 8 months. The program is anticipated to cost approximately US$500,000, 
and is expected to pay-out in less than six months while lowering the annual corporate decline to below 
ten per cent. for 2021.The final increment in the profiles represents the Probable reserves, derived from a 
“most likely” projection of the decline curves – thus it is equally likely that the actual remaining quantities 
projected to be recovered will be greater or less that the sum of the estimated Proved plus Probable 
Reserves. Possible reserves have not been assessed by NSAI, in view of the high degree of development 
in these fields with large numbers of wells and many decades of production history. 
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Figure 12: Well count and average Company Gross gas production (projected as at 1 April 2021), 
2021-2022 (Source: NSAI) 

                                                                                                                                   Company Gross 

                                                                                          Production Wells           Production (MMscf/d) 

                                                                                                          Active       Remaining 

Asset                                                                                               (PDP)***       2021 (avg)       2022 (avg) 

Mechanicsburg                                                                                        11                 2.15                 1.95 
Mount Olive East                                                                                        4                 3.71                 2.98 
Gwinville                                                                                                 151                 2.52                 2.30 
Other MISB*                                                                                             13                 1.87                 1.72 
Black Warrior Basin****                                                                               9                 0.10                 0.08 
NW Brooklyn                                                                                        n/a**                   n/a                   n/a 

–––––––––––– –––––––––––– –––––––––––– 

Total                                                                                                      188               10.35                 9.03 
–––––––––––– –––––––––––– –––––––––––– –––––––––––– –––––––––––– –––––––––––– 

* Includes Williamsburg South, Greens Creek, Magee and other 

** Small interest (0.6 per cent.) in production unit comprising 22 wells 

*** PDP – proved developed producing well count includes only wells projected as producing at economic rates using the CPR Base 
Case conditions 

**** Includes the Company’s gas producing interests in Alabama in the Black Warrior Basin, covering approximately 2,037 acres and 
containing gas reserves of approximately 0.123Bcf (Company Gross) and 5 PDP wells, which were sold in May 2021 for US$80,000 

The reserves, assessed by NSAI as of 1 April 2021, are shown in Figure 13 (Gas) and Figure 14 (Oil, 
condensate and NGL) below. These tables show the 100 per cent. “Field” reserve volumes, representing 
wellhead production before losses and shrinkage, and the Net Attributable Reserves at the point of sale. 

The largest asset in the portfolio, Mechanicsburg, holds approximately 45 per cent. of the Net Attributable 
2P gas reserves. The other fields in the Mississippi Interior Salt Basin (including Mount Olive East, Gwinville, 
Williamsburg South) account for the majority of the rest of the Company’s gas reserves, while fields in the 
Black Warrior Basin contain less than 1 per cent. of gas and 3 per cent. of liquids net reserves. The small 
interest held by the Company in the NW Brooklyn Field oil unit (southern Alabama) represents just 3 per 
cent. of the Group’s total liquids reserves. 

Figure 13: Gross (100 per cent.) field gas reserves, and Net Attributable as at 1 April 2021 
(Source: NSAI) 

                                                              100% Gross (Bcf)                              Net Attributable (Bcf) 

                                                                                                                                                                         Primary 

Asset                                              1P                2P               3P*                1P                2P               3P*       Operator 

Mechanicsburg                        29.988         32.757         32.757         19.974         21.816         21.816      Southern 
Mount Olive East                        5.641             8.04             8.04           4.088           5.827           5.827      Southern 
Gwinville                                   15.231         15.839         15.839           10.08         10.513         10.513      Southern 
Other MISB                              15.954         17.857         17.857           9.986         11.086         11.086      Southern 
Black Warrior*** Basin                0.356           0.356           0.356           0.098           0.098           0.098      Southern 
NW Brooklyn                              3.864           7.263           7.263           0.008           0.014           0.014        Non-Op 
                                                  –––––––––       –––––––––       –––––––––       –––––––––       –––––––––       ––––––––– ––––––––– 

Total**                                     71.034         82.111         82.111         44.234         49.354         49.354 
                                                  –––––––––       –––––––––       –––––––––       –––––––––       –––––––––       ––––––––– –––––––––                                               –––––––––      –––––––––      –––––––––      –––––––––      –––––––––      ––––––––– ––––––––– 

* ‘Possible’ reserves upside not evaluated by NSAI 

** Totals may not sum due to rounding 

*** The Company’s gas producing interests in Alabama in the Black Warrior Basin, covering approximately 2,037 acres and containing 
gas reserves of approximately 0.123Bcf (Company Gross) and 5 PDP wells, were sold in May 2021 for US$80,000 
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Figure 14: Gross (100 per cent.) field oil/condensate/NGL reserves, and Net Attributable as at 1 
April 2021 (Source: NSAI) 

                                                            100% Gross (Mbbl)                           Net Attributable (Mbbl) 

                                                                                                                                                                         Primary 

Asset                                              1P                2P               3P*                1P                2P               3P*       Operator 

Mechanicsburg                          452.2           523.9           523.9           568.6           645.2           645.2      Southern 
Mount Olive East                          20.1             31.5             31.5             14.6             22.9             22.9      Southern 
Gwinville                                       15.4             17.5             17.5             11.2             12.8             12.8      Southern 
Other MISB                                519.9           567.8           567.8           214.5           250.9           250.9      Southern 
Black Warrior Basin***                  34.4             34.4             34.4             26.1             26.1             26.1      Southern 
NW Brooklyn                            3192.7         5956.6         5956.6             16.2             30.2             30.2        Non-Op 
                                                  –––––––––       –––––––––       –––––––––       –––––––––       –––––––––       ––––––––– ––––––––– 

Total**                                     4234.6         7131.7         7131.7           851.1           988.2           988.2 
                                                  –––––––––       –––––––––       –––––––––       –––––––––       –––––––––       ––––––––– –––––––––                                               –––––––––      –––––––––      –––––––––      –––––––––      –––––––––      ––––––––– ––––––––– 

* “Possible” reserves upside not evaluated by NSAI 

** Totals may not sum due to rounding 

*** The Company’s gas producing interests in Alabama in the Black Warrior Basin, covering approximately 2,037 acres and containing 
gas reserves of approximately 0.123Bcf (Company Gross) and 5 PDP wells, were sold in May 2021 for US$80,000 

8. FURTHER INFORMATION ON THE COMPANY’S KEY ASSETS 
Mechanicsburg Field 

The Mechanicsburg Field, located in Yazoo County, Mississippi, is the largest of the assets held by the 
Company, with over 45 per cent. of its 2P gas reserves (33 Bcf Gross for the field, with around 22 Bcf Net 
Attributable to the Company), plus 65 per cent. of its 2P liquids reserves (oil, condensate and NGLs). The 
Company has interests in numerous leases covering 3,425 acres, all of which are held by production and 
not subject to any relinquishment. The Company is the field operator, with an average 98.9 per cent. 
working interest. 

The Mechanicsburg Field produces gas from the Jurassic Lower Cotton Valley Formation, a sequence of 
sandstones and shales 700 to 900 ft thick lying at around 12,200 ft depth, with gas trapped in a domal 
structure created by deep salt movement. The reservoir sands have moderate porosity (around 9 per cent.) 
but low permeability. Fracture stimulation treatment is effective, though some of the best wells are located 
over the crest of the structure where production is enhanced by natural micro-fracturing. 

Numerous wells have been drilled in the Mechanicsburg Field over the years (see Figure 12), and there are 
currently 11 PDP wells projected to average around 2.65 MMcf/d in aggregate Gross field production 
(100 per cent.) for the remainder of 2021. These wells are on a steady managed decline, and are expected 
to produce around 8.7 Bcf over their remaining life of up to 15-20 years. Additional reserves have been 
assessed in existing wells which are currently not on production (2.2 Bcf), and in the “Probable” upside to 
the decline estimation (2.8 Bcf), but the Company believes that a much larger resource of over 19 Bcf can 
be developed through the drilling of up to six new infill wells on the field, offsetting existing production wells. 

Initial development of the field utilized inefficient limited-entry completion designs leaving optimization and 
infill drilling potential where the company has ownership and control over the only gas processing facility in 
the area. The Group also owns a proprietary 3D seismic survey over the structure to aid in the selection of 
these infill locations. With a liquids content of > 23 bbl/MMscf (65 per cent. condensate) and expected 
ultimate gas recovery of 3.2 Bcf, these PUD locations have an average NPV10 of US$1.7 MM for a capital 
cost of US$3.2 MM. 
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Figure 15: Mechanicsburg Field – top Lower Cotton Valley Fm depth map (Source: NSAI) 
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Figure 16: Mechanicsburg Field – gas production decline curve (Source: NSAI) 

 

Mount Olive, East Field 

The Mount Olive East Field, in Covington County, Mississippi, is the second largest asset in the Group 
portfolio in value terms. The field has remaining Gross (100 per cent.) Proven plus Probable reserves of 
around 8.0 Bcf, with 5.8 Bcf Net Attributable to the Group, representing about 12 per cent. of the Group’s 
gas reserves. 

The Company’s leases, covering 1,415 acres, are all held by production and are not subject to any 
relinquishment. The Company is operator, with an average 93.8 per cent. working interest across the field. 

As elsewhere in the MISB, gas is trapped in structures created by deeper salt movement. In this case, gas 
production is from a number of distinct reservoir sands from within the Upper Cretaceous Eutaw Formation. 
The Gross interval is about 25 ft thick, lying at around 7,800 ft depth, with gas trapped in a faulted anticline 
created by deep salt movement. Gas pay zones are 4 to 8 ft thick. The reservoir sands have excellent 
porosity (around 20 per cent.) and are clean and highly permeable (over 700 mD), and can produce at high 
rates. 

Gas production at Mount Olive East has not experienced any appreciable decline to date, as the wells are 
all produced at choked rates. Currently, two of the four wells in the field are utilizing wellsite compression 
while the others are flowing directly to the high pressure sales pipeline. There are currently four wells on 
production in the field, which produced approximately 4.3 MMscf/d (Company Gross) in aggregate in 
Q1 2021, and are on a managed decline path. There are no current plans for infill drilling or significant 
interventions. 
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Figure 17: Mount Olive East Field – top 7800’ Eutaw Sandstone depth map (Source: NSAI) 

 

Source: NSAI 
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Figure 18: Mount Olive East Production History (Source: NSAI) 

 

Gwinville Field 

Gwinville is Mississippi’s largest historic gas producing field with multi-zone production of greater than 1.5 Tcf 
gas, with almost 1.2 Tcf coming from the Upper Cretaceous Tuscaloosa formation alone. Deeper production 
from Lower Cretaceous zones (Rodessa, Sligo and Hosston) total approximately 187 Bcf with very limited 
drilling on the structure. 

The Company has land holdings of 11,979 acres across the field, at a high working interest (average 95.6 per 
cent.), and operates around 151 relatively low production PDP wells. These are currently producing about 
2.5 MMscf/d in aggregate. Gross (100 per cent.) 2P Reserves are 15.8 Bcf, with 10.5 Bcf Net Attributable 
under the existing development, representing around 21 per cent. of the Company’s total gas reserves. 
Upside potential is thought to exist with further infill drilling, and will be aided by the company’s proprietary 
3D seismic survey over the structure, although this potential has not been delineated at this stage. 

Following the establishment of significant Tuscaloosa production, prior operators had identified gas potential 
in the overlying, low permeability Selma Chalk and City Bank formations (Upper Cretaceous). Initial drilling 
of hundreds of vertical wells began in the early 2000s by EOG Resources Inc., and Penn Virginia Corporation, 
mainly targeting the Selma Chalk which has greater than 1 Tcf of original gas in place on the structure. Due 
to the low porosity and permeability of the rock in the Selma Chalk and City Bank formations, horizontal 
wells with multi-stage fracturing were then tested as a more efficient method to improve recoveries between 
2005 – 2010. A total of 24 horizontal wells were drilled and completed with promising initial results, although 
the technology at the time limited these “Generation 1” completions to 3 – 5 stages, and proppant 
concentrations below 800 lb/ft – both very low by modern standards. 

Meanwhile, in the Baxterville field, roughly 40 miles to the south-east of Gwinville, operators were also 
developing the Selma Chalk reservoir with vertical wells and “Generation 1” horizontal wells. The two fields 
are very similar in aerial size, depth, reservoir thickness and reservoir quality with cumulative Selma 
production in Baxterville to-date of 135 Bcf, close to the 137 Bcf produced from Gwinville (less than 15 per 
cent. of the original gas in place). However, between 2013 – 2015, a private operator (Tellus Operating 
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Group LLC) began drilling and completing “Generation 2” horizontals with increased stages (12 – 14) and 
increased proppant concentrations (~ 1,200 lb/ft) with significantly improved results. The final wells tested 
in 2015 had IP30s of > 7 MMscf/d and have expected ultimate recoveries of ~ 4 Bcf per well. 

Southern Energy believes that application of similar, or even more intensive “Generation 3” completions in 
Selma Chalk horizontal wells represents significant new development potential across the Gwinville Field 
acreage held by the Company. Further geoscience and engineering work is required to delineate this 
potential, and no Reserves or Contingent Resources have been defined at this time. 

Further Cotton Valley Exploration and Development 

Using Southern Energy’s proprietary database of geologic and well data, based around its experience in 
the Mechanicsburg Field, the company has been actively studying the Jurassic Cotton Valley formation from 
Mississippi to east Texas. Here the formation is shallower and has potential for economic development in 
low permeability sections through modern horizontal drilling and completion techniques. An interesting oil 
play is developing along this trend, which the Company is actively evaluating and sees as an opportunity for 
future growth. 

9. AGGREGATED RESERVES DATA 
The following reserves data (the “Reserves Data”) is extracted from the Competent Person’s Report. The 
Reserves Data summarises the Group’s crude oil, NGL and natural gas reserves and the net present values 
of future net revenue for these reserves using forecast prices and costs. 

The Competent Person’s Report evaluates Proved reserves and Proved plus Probable reserves. Possible 
reserves have not been assessed by NSAI, in view of the high degree of development in these fields with 
large numbers of wells and many decades of production history. 

Proved undeveloped reserves are generally those reserves related to wells that have been tested and not 
yet tied-in, wells drilled near the end of the fiscal year or wells further away from gathering systems. In 
addition, such reserves may relate to planned infill-drilling locations. The majority of these reserves are 
planned to be on stream within a two-year timeframe. 

All Probable reserves in the Competent Person’s Report relate to Proved reserves projects. 

The net present value of future net revenue attributable to the Group’s reserves is stated without provision 
for interest costs and general and administrative costs, but after providing for estimated royalties, production 
costs, development costs, other income, future capital expenditures, and well abandonment costs. It should 
not be assumed that the estimates of future net revenues presented in the tables below represent the fair 
market value of the reserves. There is no assurance that the forecast prices and costs assumptions will be 
attained, and variances could be material. The recovery and reserve estimates of the Group’s crude oil, NGL 
and natural gas reserves are estimates only and actual crude oil, natural gas and NGL reserves may be 
greater than or less than these estimates. 

 
Figure 19: Summary of reserves attributable to the Group’s working interests as at 1 April 2021 
(Source: page 76 of the CPR, which can be found in Part 3 of this document) 

 

AIM Note for 
Mining, Oil and Gas 
Companies 

  Company Reserves 
        Conventional 
  Light/Medium Oil  Condensate  NGL  Natural Gas 
  (Mbbl)  (Mbbl)  (Mbbl)  (MMcf) 

Category  Gross  Net  Gross  Net  Gross  Net  Gross  Net 
                 
Proved Developed Producing  160.6  125.5  176.6  140.4  073.3  059.5  27,623.7  21,740.0 
Proved Developed Non-Producing  067.0  052.3  097.4  075.3  018.1  014.7  12,558.9  09,706.8 
Proved Undeveloped  000.0  000.0  312.2  254.5  158.4  129.1  15,686.2  12,787.5 
                 
 Total Proved  227.5  177.7  586.2  470.2  249.7  203.2  55,868.8  44,234.4 
                 
Probable  064.3  050.9  083.0  066.1  024.6  020.0  06,558.6  05,119.4 
                 
 Proved + Probable  291.9  228.7  669.3  536.4  274.4  223.2  62,427.5  49,353.8 
 
Totals may not add because of rounding. 
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 Figure 20: Summary of estimated future net revenue before income taxes at various discount rates 
as at 1 April 2021 (Source: page 77 of the CPR, which can be found in Part 3 of this document) 

 

10. NATIONAL INDUSTRY LEGISLATION AND REGULATIONS 
 

Outlined below are some of the principal aspects of the legislation, regulations, agreements, orders, 
directives and a summary of other pertinent conditions that impact the oil and gas industry in the United 
States, specifically in the states of Mississippi and Alabama, where the Group’s assets are primarily located. 

Legislation and Regulation 

The oil and natural gas industry is subject to extensive controls and regulations governing its operations 
(including land tenure, exploration, development, production, refining, transportation and marketing) imposed 
by legislation enacted by various levels of government and with respect to pricing and taxation of oil and 
natural gas, all of which should be carefully considered by investors in the oil and natural gas industry. It is 
not expected that any of these controls or regulations will affect the operations of Southern Energy in a 
manner materially different than they would affect other oil and natural gas producers of similar size. All 
current legislation is a matter of public record and Southern Energy is unable to predict what additional 
legislation or amendments may be enacted. 

The Group owns oil and natural gas properties and related assets in the United States, and its operations 
are subject to various types of regulation at the federal, state and local levels. Such regulation includes 
requiring permits for drilling wells, maintaining bonding requirements in order to drill or operate wells and 
regulating the location of wells, the method of drilling and casing wells, the surface use and restoration of 
properties upon which wells are drilled, the plugging and abandoning of wells and the composition or 
disposal of chemicals and fluids used in connection with operations. The Group’s operations are also subject 
to various conservation laws and regulations. These include regulation of the size of drilling, spacing or 
proration units and the density of wells that may be drilled in those units, and the unitization or pooling of oil 
and gas properties. In addition, federal and state conservation laws, which establish maximum rates of 
production from oil and gas wells, generally prohibit or restrict the venting or flaring of natural gas and impose 
certain requirements regarding the ratability of production. The effect of these laws and regulations may limit 
the amount of oil and natural gas Southern Energy can produce from its wells and may limit the number of 
wells or the locations at which Southern Energy can drill. Regulatory requirements and compliance relative 
to the oil and gas industry increase Southern Energy’s costs of doing business and, consequently, affect 
profitability. 

Pricing and Marketing 

The producers of oil and natural gas are entitled to negotiate sales contracts directly with purchasers, with 
the result that the market determines the price of oil. Oil prices are primarily based on worldwide supply 
and demand. The specific price depends in part on quality, prices of competing fuels, distance to market, 
the value of refined products, the supply/demand balance, and contractual terms of sale. 

The transportation of, and certain sales with respect to, natural gas in interstate commerce are heavily 
regulated by agencies of the US federal government and are affected by, among other things, the availability, 
terms and cost of transportation. Notably, the price and terms of access to pipeline transportation are subject 

A1, 9.1 
A1, 5.1.6

  Future Net Revenue 
  Before Income Taxes (USM$) 
  Discounted   Discounted  Discounted  Discounted  Discounted 

Category  at 0%  at 5%  at 10%  at 15%  at 20% 
           
Proved Developed Producing  34,233.5  26,867.1  22,317.8  19,235.7  17,006.2 
Proved Developed Non-Producing  15,195.3  09,283.0  06,579.5  04,954.9  03,859.7 
Proved Undeveloped  24,440.2  15,633.1  10,047.1  06,386.2  03,920.5 
           
 Total Proved  73,869.0  51,783.3  38,944.3  30,576.9  24,786.4 
           
Probable  14,560.5  08,820.0  05,878.3  04,233.0  03,239.4 
           
 Proved + Probable  88,429.5  60,603.2  44,822.6  34,809.9  28,025.7 
 
Totals may not add because of rounding. 

AIM Note
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to extensive US federal and state regulation. The Federal Energy Regulatory Commission (“FERC”) is 
continually proposing and implementing new or modified rules and regulations affecting the natural gas 
industry, some of which may adversely affect the availability and reliability of interruptible transportation 
service on interstate pipelines. Southern Energy’s ability to transport and sell oil and natural gas is dependent 
on certain pipelines whose rates, terms and conditions of service are subject to FERC regulation. Additional 
proposals and proceedings that might affect the natural gas industry are considered from time to time by 
the United States Congress, FERC, state regulatory bodies and courts, and Southern Energy cannot predict 
when or if any such proposals or proceedings might become effective and their effect or impact, if any, on 
Southern Energy’s operations. 

The prices and terms of access to intrastate pipeline transportation are subject to state regulation. FERC 
has proposed and implemented new rules and regulations affecting gas transportation in recent years. 
Management does not believe that Southern Energy will be affected by any such rules or changes to existing 
rules in a manner materially different than any other similarly situated natural gas producer. 

Rates and service conditions for the interstate transportation of oil and natural gas liquids are also regulated 
by FERC. In general, these rates must be cost-based or based on an indexing system of transportation 
rates that allows pipelines to take an annual inflation-based rate increase. FERC has also established market-
based rates and settlement rates as alternative forms of ratemaking in certain circumstances. Southern 
Energy cannot predict with any certainty what effect, if any, these regulations will have, but other factors 
being equal, the regulations may over time tend to increase transportation costs which may have the effect 
of reducing net prices for oil and natural gas liquids. 

Land Tenure and Royalties 

Crude oil and natural gas located in the US is predominantly owned by private owners. The BLM and the 
state in which the minerals are located also may hold ownership to such rights. These owners, from 
governmental bodies to private individuals, grant rights to explore for and produce oil and gas pursuant to 
leases, licenses and permits for varying periods and on conditions including requirements to perform specific 
work or make payments. As to those rights held by private owners, all terms and conditions may be 
negotiated. For those rights held by governmental agencies, typically the terms and conditions of the oil 
and gas lease have been predetermined by each governing or regulatory body. 

A lease generally may be continued after the initial term provided certain minimum levels of exploration or 
production have been achieved and all lease rentals have been timely paid, subject to certain exceptions. 

To develop minerals, including oil and natural gas, it is necessary for the mineral estate owner to have access 
to the surface estate. Under common law, the mineral estate is considered the “dominant” estate with the 
right to extract minerals subject to reasonable use of the surface. 

Each jurisdiction has developed and adopted its own statutes that operators must follow both prior to and 
following drilling, including notification requirements and the obligation to provide compensation for lost land 
use and surface damage. The surface rights required for pipelines and facilities are generally governed by 
leases, easements, rights-of-way, permits or licenses granted by landowners or governmental authorities. 

In addition to federal regulations, each US state has put into force statutes and regulations which govern oil 
and gas lease terms, including tenure, royalties, production rates and other provisions. Oil and gas lessees 
are often required to pay annual rental payments to comply with federal, state, provincial and private lease 
provisions until production begins or the lease term expires. Upon commencement of production, royalties 
and production taxes are paid on revenue received from oil and natural gas produced from federal, state 
and private lands. The royalty and production tax regime is a significant factor in the profitability of oil and 
natural gas production. Royalties payable on production from lands other than federal and state lands in 
the United States are determined by negotiations between the private mineral owner and the lessee. The 
rate of royalties payable generally depends in part on prescribed reference prices, well productivity, 
geographical location, field discovery date and the type or quality of the produced product. Other royalties 
and royalty-like interests are from time to time carved out of the working interest owner’s interest through 
non-public transactions. These are often referred to as overriding royalties, gross overriding royalties or net 
profits or net carried interests. 
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From time to time, the federal and state governments in the US have established incentive programs which 
have included royalty rate or production tax reductions (including for specific wells), royalty holidays, and 
tax credits for the purpose of encouraging oil and natural gas exploration or enhanced planning projects. If 
applicable, oil and natural gas royalty holidays, reductions and tax credits would effectively reduce the 
amount of royalties paid by oil and gas producers to the applicable governmental entities. 

Environmental Regulation 

The EPA has promulgated regulations requiring permitting for certain sources of GHGs and the reduction 
of methane and volatile organic compound emissions from the oil and gas sector. Enforcement of these 
regulations may impose additional costs related to compliance with new emission limits, as well as 
inspections and maintenance of several types of equipment used in our operations. 

Southern Energy’s oil and natural gas production, saltwater disposal operations and the processing, handling 
and disposal of materials such as hydrocarbons and naturally occurring radioactive materials (“NORM”) are 
subject to stringent regulation. Southern Energy could incur significant costs, including clean-up costs 
resulting from a release of product, third-party claims for property damage and personal injuries or penalties 
and other sanctions as a result of any violations or liabilities under environmental laws and regulations or 
other laws and regulations applicable to its operations. Changes in, or more stringent enforcement of, 
environmental laws and other laws applicable to Southern Energy’s operations could also result in delays or 
additional operating costs and capital expenditures. 

Various federal, state and local laws and regulations controlling the discharge of materials into the 
environment, or otherwise relating to the protection of the environment and human health, directly impact 
Southern Energy’s oil and gas exploration, development and production operations. These include, among 
others; (a) regulations adopted by the EPA and various state agencies regarding approved methods of 
disposal for certain hazardous and non-hazardous wastes; (b) the Comprehensive Environmental Response, 
Compensation, and Liability Act and analogous state laws that regulate the removal or remediation of 
previously disposed wastes (including wastes disposed of or released by prior owners or operators), property 
contamination (including groundwater contamination), and remedial plugging operations to prevent future 
contamination; (c) the Clean Air Act and comparable state and local requirements already applicable to our 
operations and new restrictions on air emissions from our operations, including greenhouse gas emissions 
and those that could discourage the production of fossil fuels that, when used, ultimately release CO2; (d) 
the Oil Pollution Act of 1990, which contains numerous requirements relating to the prevention of, and 
response to, oil spills into waters of the United States; (e) the Resource Conservation and Recovery Act, 
which is the principal federal statute governing the treatment, storage and disposal of hazardous wastes; 
(f) the Endangered Species Act and counterpart state legislation, which protects certain species (and their 
related habitats); and (g) state regulations and statutes governing the handling, treatment, storage and 
disposal of NORM and other wastes. 

Climate Change Regulation 

Climate change legislation at each of the state and federal levels has the potential to significantly affect the 
oil and gas industry regulatory environment and impose significant financial obligations. 

The US was part of the United Nations Framework Convention on Climate Change (“UNFCCC”) meeting in 
Paris in 2015. A binding commitment was signed by all panel countries that set a target of no more than a 
two-degree Celsius warming of the earth based on GHG levels in the atmosphere (the “Paris Agreement”). 
In June of 2017, the US announced its intention to withdraw from the Paris Agreement, delivering written 
notice of such to the United Nations on 4 August 2017. Although the United States announced its withdrawal 
from the Paris Agreement, federally the EPA has issued GHG emissions regulations pursuant to the Clean 
Air Act that establish a reporting program for CO2, methane and other GHG emissions. It has also 
established a permitting program for certain large GHG emissions sources. Earlier this year, the United 
States re-joined the Paris Agreement. 

With respect to reporting GHG emissions, on 30 November 2010, the EPA published a final rule that expands 
its rule on mandatory reporting of GHG emissions to include owners and operators of petroleum and natural 
gas systems with GHG emissions above certain threshold levels (25,000 tons or more of GHG emissions 
per year). With respect to permitting, there has been considerable uncertainty surrounding regulation of 
methane emissions in the United States. As described above, in 2012 and 2016, the EPA published final 
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regulations under the Clean Air Act establishing new source performance standards (“NSPS”) for reduction 
of volatile organic compounds and methane from certain new, modified or reconstructed oil and natural gas 
facility sources. The EPA under former President Trump’s administration took several measures to delay or 
restrict implementation of those standards, including publishing in September 2020 final rule policy and 
technical amendments to the NSPS, for stationary sources of air emissions. In particular, the policy 
amendments removed the transmission and storage sector from the regulated source category and 
rescinded methane and volatile organic compound requirements for the remaining sources, and the technical 
amendments included changes to fugitive emissions monitoring and repair schedules for gathering and 
boosting compressor stations and low production wells, recordkeeping and reporting requirements. Various 
states, industry groups and environmental groups are challenging both the 2016 rules and the 2020 rules 
(that sought to roll back the 2016 rules). On 20 January 2021, President Biden issued an executive order 
directing the EPA to reconsider the technical amendments and issue a proposed rule suspending, revising 
or rescinding those amendments by no later than September 2021. The EPA also might reconsider the 
policy amendments. While the 2012, 2016 and 2020 rules have applied to certain new, modified or 
reconstructed sources, the executive order also directed the establishment of new methane and volatile 
organic compound standards applicable to existing oil and natural gas operations, including the production, 
transmission, processing and storage segments. There is uncertainty in the industry regarding whether the 
EPA has authority under Section 111 of the Clean Air Act to make such regulations applicable to existing 
sources instead of new sources. 

While the United States Congress has considered numerous legislative initiatives to reduce or tax GHG 
emissions, to date, no laws in that regard have been enacted. On a state level, some states have enacted 
laws concerning GHG emissions. However, many of them are being challenged. 

11. HISTORICAL FINANCIAL INFORMATION 
Part 4 of this document contains: 

(a) the unaudited consolidated interim financial statements for the Group as at and for the three months 
ended 31 March 2021 and 2020; 

(b) the audited consolidated financial statements for the Group as at and for the years ended 31 December 
2020 and 2019; and 

(c) the audited consolidated financial statements for the Group as at and for the years ended 31 December 
2019 and 2018. 

12. CURRENT TRADING AND FUTURE STRATEGY OF THE GROUP 
Since early 2020, worldwide oversupply of oil, a lack of available storage capacity and decreased demand 
due to the actual and anticipated impact of COVID-19 have had a significant impact on the price of oil. In 
an effort to stabilize global oil markets, OPEC and a number of other oil producing countries announced an 
agreement to cut oil production by approximately 10 million bbls/d in April 2020. This agreement contributed 
to rebalancing global oil markets by achieving approximately 99.5 per cent. compliance with the agreed 
production adjustment commitments. However, economic recovery has slowed due to a resurgence of 
COVID-19 and newly emerging virus variants in major economies. 

Southern Energy believes that with its low-decline asset base, conservative capital and operating cost 
structure and meaningful torque to commodity price upside, it is well positioned to benefit from structural 
improvements in commodity markets as the global economy recovers from the COVID-19 pandemic. North 
American crude oil and natural gas prices in 2021 are expected to be supported by OPEC+ holding their 
previous supply cuts and industry caution surrounding the drilling of new wells. 

The Company believes that the availability of services and personnel necessary to carry out the reactivation, 
re-entry, optimization and abandonment operations that form a substantial portion of Southern Energy’s 
planned 2021 development program is reasonably healthy. Southern Energy will take necessary steps to adjust 
its program in the event external conditions arise that may constrain availability of services and personnel due 
to, among other things, increased demand and competition and the current COVID-19 pandemic. 
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Southern Energy continues to see an increase in structural demand for natural gas in the US given the 
extreme cold temperatures experienced across North America in February 2021, which led to natural gas 
withdrawals that exceeded the five-year average for the month. The US Energy Infrastructure Administration 
forecasts natural gas inventories exiting the first quarter of 2021 will be approximately 13 per cent. lower 
than the five-year average, and when coupled with the continued strength of LNG imports to Asia, supports 
a robust natural gas pricing outlook. As exploration and production companies continue to allocate capital 
to dividends and share buybacks, rather than increasing production through drilling, it is expected that 
stronger gas prices will be supported for the next decade. 

To further support Southern Energy’s long-term sustainability, the Group has entered into fixed price swaps 
and costless collar hedges designed to provide added stability and further mitigate the effects of market 
volatility in commodity prices for the remainder of 2021 and 2022. Hedges are currently in place on 
6,100 Mcf/d of natural gas at an average price of US$2.63/Mcf through to 31 December 2021 and 4,000 
Mcf/d of natural gas at an average price of US$3.20/Mcf for the full year of 2022. For the period 1 Nov 
2021 to 31 March 2022, a costless collar is in place with a price range of US$3.50 to US$5.10/Mcf. These 
hedge volumes equate to approximately 55 and 40  per cent. of Southern Energy’s 2021 and 2022 
production, respectively. 

The Group has taken a cautious approach to expenditure in 2021 in order to ensure capital preservation 
and plans a minor capital program of $300,000 which is expected to be directed to maintenance capital to 
sustain current production volumes. This capital program will be funded through excess adjusted funds 
flows from operations. 

Southern Energy’s long-term strategy remains consistent throughout 2021 with an unwavering commitment 
to ESG principles that support the development and consolidation of prolific reservoirs that are outside of 
the more expensive shale basins. Cost savings and financial discipline remain a priority through the continued 
enhancement of operations, negotiations with suppliers, as well as the ongoing evaluation of opportunities 
to reduce operating and capital costs. 

The Group continues to prioritise the deleveraging of its balance sheet through utilising excess cash flow to 
repay its outstanding indebtedness. The Group continues to manage liquidity by evaluating additional 
opportunities to reduce both operating and capital field expenditures, sale of non core oil and natural gas 
assets, and looking for alternative sources of financing. In May 2021, the Company’s gas producing interests 
in Alabama in the Black Warrior Basin were sold for US$80,000. 

On 31 December 2020, Southern Energy had a royalty payable balance of C$5.6 million (US$4.4 million) of 
non-interest bearing royalty payables related to unresolved title or ownership issues not expected to be 
settled within the operating cycle unless claimants demand repayment and provide proof of ownership. 
These amounts are accumulated from the inception of oil and gas operations and will be resolved in 
accordance with industry standards over time. The royalty suspense account, in respect of royalty holders 
with deficiencies on their accounts which precludes Southern Energy from making payments, is made up 
of balances from approximately 5,500 royalty holders, with over 96 per cent. of the balances being greater 
than 120 days, 43 per cent. of the balance being greater than 10 years. 

At 31 March 2020, Southern Energy determined that the significant decrease in oil prices in March 2020 
and Southern Energy’s market capitalisation falling below the net assets of the Company were indications 
of impairment. Southern Energy estimated the recoverable amount of all cash generating units (“CGU”) at 
31 March 2020 and determined that the carrying value of the Southern CMS CGU and the Smackover, 
Alabama CGU (“SO CGU”) exceeded their recoverable amounts. A non-cash impairment charge of 
C$10.4  million was recorded in the condensed consolidated interim statements of loss and 
comprehensive loss. 

The Company estimated the recoverable amounts as fair value less costs of disposal, using the net present 
value of the cash flows from Proved Developed Producing oil and gas reserves of each of the Southern 
CMS CGU and SO CGU, and a 7 per cent. discount rate (equivalent to 10 per cent. pre-tax). The Proved 
Developed Producing oil and gas reserves were based on reserves estimated by Southern Energy’s 
independent reserves evaluator at 31 December 2019, and revised price estimates at 31 March 2020. 

As a result of an increase in the forward benchmark commodity prices at 31 December 2020 compared to 
31 March 2020, Southern Energy estimated the recoverable amount of all CGUs at 31 December 2020. 
Southern Energy determined that the recoverable amounts of the Southern CMS CGU and SO CGU 

 

43



exceeded their carrying values. A non-cash impairment recovery of C$4.6 million was recorded in the 
Consolidated Statements of Loss and Comprehensive Loss. 

The Company estimated the recoverable amounts as fair value less costs of disposal, using the net present 
value of the cash flows from Proved Developed Producing oil and gas reserves of each of the Southern 
CMS CGU and SO CGU, and a 7 per cent. discount rate (equivalent to 10 per cent. pre-tax), based on 
reserves estimated by Southern Energy’s independent reserves evaluator at 31 December 2020. 

Current Trading 

During Q1 2021, Southern Energy realized average production of 12,922 Mcfe/d (92 per cent. natural gas), 
a 1 per cent. increase from the same period in 2020, demonstrating Southern’s ability to maintain the existing 
low decline asset base with minimal maintenance capital expenditures. 

In Q1 2021, Southern Energy realized an average oil price of C$71.24/bbl which represents an increase of 
19 per cent. from the same period in 2020. Oil prices benefited from an improving global economy that was 
encouraged by the roll-out of COVID-19 vaccinations and an increasing sentiment that the end of pandemic 
related government shutdowns is near. Since the end of Q1 2020, the LLS premium to West Texas 
Intermediate (“WTI”) has remained extremely tight. The LLS premium to WTI averaged US$2.12/bbl in 
Q1 2021, compared to US$2.80/bbl in Q1 2020. 

Southern Energy realized an average price of C$3.57/Mcf in Q1 2021, a 50 per cent. increase from Q1 
2020. Natural gas prices benefited from extreme cold temperatures in February 2021 that stretched across 
North America, resulting in gas withdrawals that were much larger than the five-year average for February. 
LNG exports also continued at record volumes as LNG demand increased in Asia beginning around the 
middle of 2020. High levels of LNG exports coupled with dramatic reductions in rig counts in the United 
States have helped to reduce the domestic natural gas inventory levels at the end of 2020 and into 2021. 
The Directors and the Proposed Director believe the decrease in new wells being drilled should be beneficial 
to natural gas prices over the medium to long term. 

In April 2021, the Company completed a non-brokered private placement of Common Shares and warrants 
for gross proceeds of ~C$5.5 million and the restructuring of its indebtedness through the pay-out and 
discharge of its existing credit facility with a cash payment of US$8.0 million, plus accrued interest, financed 
through a new senior secured term loan of up to US$8.5 million (the “Credit Facility”) and a portion of the 
proceeds from the private placement, such that the Group’s outstanding first lien debt balance was reduced 
from US$12.7 million to US$5.5 million. The Group will use the remaining proceeds from the private 
placement for development activities and general working capital purposes.  

On 30 June 2021, the Company amended the Debenture Indenture to (a) extend the maturity date of the 
Debentures by two years to 30 June 30, 2024; (b) decrease the conversion price for the Debentures from 
C$0.125 to C$0.10; and (c) allow the Company to satisfy its obligation to pay interest on the Debentures 
by, among other things, delivering freely tradeable common shares in the capital of the Company for 
distribution directly to the Debenture holders as a payment in-kind of accrued interest on the Debentures. 
On 14 July 2021, the Company issued 3,901,775 Common Shares as a payment-in-kind for accrued interest 
to 30 June 2021. 

13. DIRECTORS, SENIOR MANAGEMENT AND KEY EMPLOYEES 
 

The Directors and the Group’s senior management have significant technical, operational and financial 
experience in the oil and gas industry. 

As at the date of this document the Board comprises one Executive Director and six Non-Executive 
Directors. On Admission, the Board will comprise of one Executive Director and seven Non-Executive 
Directors.  

In addition, Paul Baay, the Chief Executive Officer of Touchstone Exploration, which is traded on the TSX 
and AIM, and Jay Haber, a US based independent oil & gas M&A consultant and founder and president of 
Haber Resources Corp., are special advisers to the Board. 
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The details of the Directors, the Proposed Director, senior management and key employees are set out 
below. 

The Board 
 

Ian Kenneth Atkinson, aged 50 – President and Chief Executive Officer 

Mr. Atkinson has been the founder of several private and public oil and gas companies with over 25 years 
of technical, executive and board of director experience. Mr. Atkinson was the founder, President and Chief 
Executive Officer of Gulf Pine since 2014. Prior thereto, Mr. Atkinson was a founder and Senior Executive 
Officer of Athabasca. At Athabasca, Mr. Atkinson was instrumental in the successful completion of 
Athabasca’s initial public offering and a significant joint venture with PetroChina Company Limited. Mr. 
Atkinson holds a Master of Science degree in Engineering and an Institute of Corporate Directors (ICD.D) 
designation. Mr. Atkinson joined the Board in December 2018. 

Bruce Michael Beynon, aged 57 – Non-Executive Chairman 

Mr. Beynon is a professional geologist with over 30 years of oil and gas industry experience. Mr. Beynon 
was the Executive Vice President, Exploration and Corporate Development at Baytex Energy Corp. from 
August 2018 to December 2018 and President of Raging River Exploration Inc. until August 2018. Mr. 
Beynon also held executive positions with Compass Petroleum Partnership, Peloton Exploration Corp., 
Expoir Exploration Corp. and KeyWest Energy Inc. Mr. Beynon holds a Master of Science degree in Geology. 
Mr. Beynon joined the Board in December 2018 

Michael George Kohut, aged 55 – Non-Executive Director 

Mr. Kohut is the Senior Vice President and Chief Financial Officer at Hammerhead Resources Inc. and 
Chairman of the board of directors at Big Rock Brewery Inc. Prior thereto, Mr. Kohut was the Vice President 
of Finance at Paramount Resources Ltd. from November 2017 to April 2018 and Chief Financial Officer of 
Trilogy Energy Corp. from June 2006 to October 2017. Mr. Kohut has over 25 years of experience in senior 
executive roles at various companies and on various boards of directors. Mr. Kohut holds a Bachelor of 
Commerce degree. Mr. Kohut joined the Board in December 2018. 

Tamara Louise MacDonald, aged 51 – Non-Executive Director 

Ms. MacDonald was most recently the Senior Vice President, Corporate and Business Development of 
Crescent Point. Ms. MacDonald has been involved in over 530 transactions totalling over C$14.5 billion. 
Ms. MacDonald has over 28 years of industry experience. Prior to Crescent Point, Ms. MacDonald worked 
with NCE Petrofund Corp., Merit Energy Ltd., Tarragon Oil & Gas Ltd. and Northstar Energy Corp. Ms. 
MacDonald currently sits on the boards of Spartan Delta Corp. and Equinor Canada. Ms. MacDonald holds 
a Bachelor of Commerce degree with a major in Petroleum Land Management and an Institute of Corporate 
Directors (ICD.D) designation. Ms. MacDonald joined the Board in December 2018. 

Andrew Shatford McCreath, aged 65 – Non-Executive Director 

Mr. McCreath has over 30 years of experience in the investment community including more than 20 years 
as a Portfolio Manager. Mr. McCreath is the Chief Executive Officer, Chief Investment Officer and Ultimate 
Designated Person of Forge First Asset Management, an alternative asset management firm in Toronto. Mr. 
McCreath is also the Market Commentator on BNN Bloomberg TV and host of “Weekly with Andrew 
McCreath”. Mr. McCreath holds a Bachelor of Business Administration degree in Finance, a Master of 
Business Administration degree in Economics and a Chartered Financial Analyst (CFA) designation. 
Mr. McCreath joined the Board in December 2018. 

Clifford Neil Smith, aged 59 – Non-Executive Director 

Mr. Smith has over 30 years of technical, financial and international capital markets experience. Most recently, 
Mr. Smith was the Chief Operating Officer at Crescent Point where he was responsible for all aspects of the 
company’s capital budget, safe operations, reserves management and acquisition evaluations as well as 
corporate operations risk management analysis and social responsibility reporting. He has a proven track 
record of creating shareholder value through the innovative development of assets in a safe and capital-
efficient manner. Mr. Smith holds a Bachelor of Applied Science degree in Geological Engineering and a 
Master of Business Administration degree in Finance. Mr. Smith joined the Board in December 2018. 

AIM Rules, 
Schedule 2, para 
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Reginald Stevenson Smith, aged 66 – Non-Executive Director 

Mr. Smith is an independent businessman since April 2019 and is currently a Director of Karve Energy Inc. 
and Jasper Brewing Inc. He started his career in the oil and gas industry in finance with management, 
executive and director roles with companies including Canadian Pioneer Petroleum Ltd., Poco Petroleums 
Ltd., Renaissance Energy Ltd., Pan East Petroleum Corp. and most recently was the Chief Financial Officer 
and Director of Broadview Energy Inc. In addition to the oil and gas industry, Mr. Smith has 22 years in 
capital markets as Chief Financial Officer and Portfolio Manager with Norrep Capital Management Ltd. and 
Vice President and Director – Institutional Research at FirstEnergy Capital (now Stifel | FirstEnergy) and 
before that Orion Securities (now Macquarie Group). Mr. Smith holds a Business degree in Accounting, a 
Bachelor of Arts degree in English and Chartered Accountant (CA) and Chartered Professional Accountant 
(CPA) designations. Mr. Smith joined the Board in December 2018. 

The Proposed Director 

John Joseph Nally, aged 69 – Non-Executive Director 

Mr. Nally has over 45 years’ experience in the city including 18 years at Cenkos Securities PLC, a firm he 
co-founded. At Cenkos, Mr. Nally was an Executive Director and Head of Natural Resources and helped 
raise over £21 billion for small to medium sized companies since the firm’s inception in 2004. Prior to 
founding Cenkos, Mr. Nally was a partner at Williams de Broe and is a full member of the London Stock 
Exchange. Mr. Nally graduated with a degree from the London School of Economics. It is proposed that 
Mr. Nally will join the Board upon Admission. 

Interests in Common Shares 

As at the Latest Practicable Date, the Directors and the Proposed Director were in aggregate interested, 
directly or indirectly, in 45,047,557 Common Shares, representing approximately 12.5 per cent. of the Issued 
Share Capital. Further details of the Directors’ and the Proposed Director’s shareholdings are set out in 
paragraph 7 of Part 5 of this document. 

Senior management and key employees 

Calvin Wai-Kit Yau, aged 42 – Vice President, Finance and Chief Financial Officer 

Mr. Yau began his career at Grant Thornton LLP and has over 19 years’ financial experience in the oil and 
gas industry. Mr. Yau was a co- founder and Vice President, Finance and Chief Financial Officer of Gulf Pine. 
Mr. Yau has served as Financial Controller for a number of public companies since 2007, including Bronco 
Energy Ltd, Waldron Energy Corporation and Molopo Energy limited. Mr. Yau is a member of the Institute 
of Chartered Accountants of Alberta. 

Chris Birchard, aged 47 – Vice President, Geoscience 

Mr. Birchard has over 20 years of exploration and management experience in the oil and gas industry and 
was a co-founder of Gulf Pine. He was formerly Senior Geologist/Team Lead at Athabasca Oil Corporation 
(Light Oil) and Vice President, Exploration at Bellamont Exploration Ltd. Mr. Birchard has previously held 
technical positions at Espoir Exploration Corp., Keywest Energy Ltd., Devon Canada and Anderson 
Exploration Ltd. 

Erin Buschert, aged 46 – Vice President, Land 

Ms. Buschert has over 20 years of land, mergers and acquisition and management experience in the oil 
and gas industry and was a co-founder of Gulf Pine and Vice President, Land. Prior thereto, Ms. Buschert 
was Manager of Land for Crescent Point Energy Corp and Real Resources Inc. 

Jim McFadyen, aged 47 – Vice President, Operations 

Mr. McFadyen has over 20 years of operational, drilling and completions and management experience in 
the oil and gas industry and was a co-founder of Gulf Pine and Vice President, Operations. Prior thereto, 
Mr. McFadyen was Operations Manager at Athabasca; previous operational roles at Fairborne Energy Ltd., 
Galleon Energy Inc. and Renaissance Energy Ltd. 
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Gary Patrick McMurren, aged 44 – Vice President, Engineering 

Mr. McMurren has over 20 years of engineering, operational and management experience in the oil and gas 
industry and was a co-founder of Gulf Pine. Prior thereto, Mr. McMurren was the Director of Light Oil at 
Athabasca; previous engineering and operational roles at Galleon Energy Inc., ARC Resources Ltd., and 
Talisman Energy Inc. 

 

14. SHARE OPTION PLAN 
The Company has implemented the Stock Option Plan for directors, officers, employees, and consultants 
of Southern Energy, and of its subsidiaries, if any, and employees of a person or company which provides 
management services to Southern Energy or its subsidiaries (each, an “Optionee”), in accordance with the 
rules and policies of the TSXV. 

The purpose of the Stock Option Plan is to advance the interests of Southern Energy by encouraging the 
directors, officers, employees and consultants of Southern Energy, and of its subsidiaries and affiliates, if 
any, to acquire Common Shares, thereby increasing their proprietary interest in Southern Energy, 
encouraging them to remain associated with Southern Energy and furnishing them with additional incentives 
in their efforts on behalf of Southern Energy in the conduct of its affairs. 

Under the rules of the TSXV, the number of Common Shares reserved for issue under the Stock Option 
Plan shall not exceed 10 per cent. of Southern Energy’s Common Shares in issue from time to time. 

As at the Latest Practicable Date, there were 19,400,000 Common Shares reserved for issuance pursuant 
to the Stock Option Plan, representing approximately 5 per cent. of the Issued Share Capital prior to 
Admission. 

Further details of the Stock Option Plan are set out in paragraph 12 of Part 5 of this document. 
 

15. CORPORATE GOVERNANCE 
The Board is responsible for the governance of Southern Energy. The Board and Southern Energy’s 
management consider good corporate governance to be central to the effective and efficient operation of 
Southern Energy. 

The Board is subject to and complies with the corporate governance requirements of the TSXV and 
applicable securities laws including, but not limited to NI 51-102, NI 52-110, NI 58-101 and TSXV Policy 
3.1 – Directors, Officers, other Insiders and Personnel and Corporate Governance. 

Southern Energy is not required to comply with the provisions of the UK Corporate Governance Code, 
issued from time to time by the Financial Reporting Council. 

From Admission, the Company will continue to implement corporate governance practices and procedures 
consistent with those standards applied by public companies in Canada. These standards differ somewhat 
from those set out in the QCA Code. The Board believes that the Company complies with the QCA Code 
in all respects except as follows: 

l The Company posts on its website most (but not all) of the information required by the QCA Code to 
be posted. Such information is available on SEDAR or summarised in documents filed on SEDAR. 
Following Admission, the Company intends to post or make available the required documents on its 
website. 

l The specific time commitments of the directors of the Company are not disclosed and the plans for 
the evolution of the Company’s corporate governance framework is not disclosed. 

It is also noted that the Company only has one executive director on its Board, which is common practice 
in Canada and the United States but is not in line with common practice in the UK or with UK corporate 
governance guidelines. The Company’s CFO, Calvin Yau, is in attendance at all Company Board meetings 
and the Board as a whole has access to the Company’s senior management and are able to request 
attendance at Board meetings to the extent required. 

A1, 14.4 
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The directors of the Company are responsible for overseeing and embedding effective internal controls and 
promoting a culture of positive business and operational risk management including to ensure that proper 
accounting records are maintained, and that the financial and other information upon which business 
decisions are made, and which is issued for publication, is reliable and that the assets of Southern Energy 
are safeguarded. 

Corporate governance guidelines applicable to Southern Energy as a result of its listing on the TSXV 
recommend that the board of directors of a public company be constituted with a majority of individuals 
who qualify as “independent” directors. Under the guidelines, a Director is considered independent if he or 
she has no direct or indirect “material relationship” with Southern Energy, as defined in NI 52-110, 
which  could, in the view of the Board, reasonably interfere with the exercise of that Director’s 
independent judgement. 

Of the current Directors and the Proposed Director, Ian Atkinson (the President and Chief Executive Officer) 
is an “insider” or a management director, and accordingly is not considered to be “independent” within the 
meaning of the relevant guidelines of the TSXV and Canadian securities laws. All other Directors and the 
Proposed Director are considered by the Board to be “independent” within the meaning of the relevant 
guidelines of the TSXV and Canadian securities laws. It is noted that the Company’s independent directors 
hold equity interests or receive a proportion of their remuneration in the form of equity or equity derivatives, 
however such remuneration and equity interests are not deemed to impact their independence as defined 
in NI 52-110. 

The Board exercises its independent supervision over Southern Energy’s management through a 
combination of formal meetings of the Board, as well as informal discussions amongst the Board members. 
The independent directors of the Company can also hold scheduled meetings at which non-independent 
directors and members of management are not in attendance. Where matters arise at Board meetings which 
require decision making and evaluation that is independent of management and interested directors, the 
meeting breaks into an in-camera session among the independent and disinterested directors. 

The Board is responsible for the overall stewardship of Southern Energy and dealing with issues which are 
pivotal to determining Southern Energy’s strategy and direction. The Board has directly, and through the 
appointment of certain committees, put in place an effective system for monitoring the implementation of 
corporate strategies. The Board, other than the Chief Executive Officer, is not involved in the day to day 
operations of Southern Energy, as these operations are conducted by Southern Energy’s management. The 
Board meets regularly to consider and approve the strategic objectives of Southern Energy and management 
plans designed to accomplish those objectives. As noted above, where appropriate, key management 
personnel and professional advisors are invited to attend Board meetings to speak to these issues. The 
Board also meets as necessary to consider specific developments and opportunities as they arise, including 
asset acquisitions and dispositions and financing proposals. The Board approves, among other things, all 
issuances of securities of Southern Energy, the appointment of officers, the entering into of lines of credit or 
other significant borrowing activities and all significant transactions. The Board considers, but has no formal 
policies, concerning management development and succession and risk management. 

Essential to strategic planning is assessing and understanding business risks and related control systems. 
The Board helps set limits with respect to business risks, to the extent they can be managed, and approves 
strategies for minimising risks. Implementations of these strategies are then monitored by the Board. The 
Board, through the Audit Committee, requires management of Southern Energy to put into place systems 
to address financial risks and to periodically report to the Board on these systems and risks. 

Management has implemented procedures to provide reasonable assurance of effective communication 
with the Shareholders and the public. The Company’s management is responsible for the issuance of press 
releases and communications with the financial community. The Board reviews and approves all principal 
continuous disclosure documents, the release of interim and annual financial statements, annual information 
forms, prospectuses and information circulars. 

In order to encourage and promote a culture of ethical business conduct, the Board has adopted a Code 
of Business Conduct and Ethics (the “Code”) wherein directors, officers and employees of Southern Energy 
and others are provided with a mechanism by which they can raise complaints regarding financial and 
regulatory reporting, internal accounting controls, auditing or health, safety and environmental matters or 
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any other matters and raise concerns about any violations of the Code in a confidential and, if deemed 
necessary, anonymous process. 

The Board currently has the following corporate governance procedures and policies in place: 

Audit Committee 

The purpose of the Audit Committee is to assist the Board in its oversight of the integrity of the financial and 
related information of the Company, including its consolidated financial statements, the internal controls and 
procedures for financial reporting and the processes for monitoring compliance with legal and regulatory 
requirements and to review the independence, qualifications and performance of the external auditor of the 
Company. Management is responsible for establishing and maintaining those controls, procedures and 
processes and the  Audit Committee is appointed by the Board to review and monitor them. It is the objective 
of the Audit Committee to maintain free and open means of communications among the Board, the 
independent auditors and the financial and senior management of Southern Energy. The Audit Committee 
must pre-approve all non-audit services to be provided by an external auditor. 

The Audit Committee is comprised of three members, all of whom are Independent Directors. The members 
of the Audit Committee at the date of this document are Mr. Kohut (Chairman), Mr. McCreath and Mr. Steven 
Smith. It is proposed that Mr. Nally will join the Audit Committee upon Admission. The Audit Committee 
meets at least four times annually or more frequently as circumstances dictate. 

The duties of the Audit Committee include: (i) reviewing, prior to release, the annual and quarterly financial 
statements and other financial information provided by Southern Energy to regulatory authorities and the 
Shareholders; (ii) reviewing the effectiveness of Southern Energy’s internal audit function and controls, 
including the appropriateness of Southern Energy’s accounting policies; (iii) recommending to the Board 
the nomination of the external auditors, approving the remuneration and the terms of engagement of 
Southern Energy’s external auditors and reviewing the performance of Southern Energy’s external auditors 
annually; (iv) providing an avenue for internal reporting of financial wrong doing;  (v) providing an open avenue 
of communication among Southern Energy’s auditors, senior management and the Board; (vi) gaining 
reasonable assurances that financial risk is being effectively managed and controlled; and (vii) reviewing 
regular reports from management and others with respect to Southern Energy’s compliance with laws and 
regulations having a material impact on the financial statements.  

Corporate Governance and Compensation Committee 

The Corporate Governance and Compensation Committee is responsible for monitoring the governance 
systems of Southern Energy with a view to ongoing improvements and review of the composition. The 
Corporate Governance and Compensation Committee also acts as a nominating committee for new 
directors, oversees and approves Southern Energy’s compensation plans and evaluates the overall Board 
effectiveness. 

The Corporate Governance and Compensation Committee is comprised entirely of independent Directors. 
The members of the Corporate Governance and Compensation Committee at the date of this document 
are Mr. Steven Smith (Chairman), Mr. Neil Smith, Mr. McCreath, Mr. Kohut and Ms. McDonald. It is proposed 
that Mr. Nally joins the Corporate Governance and Compensation Committee upon Admission. The 
Corporate Governance and Compensation Committee meets at least once annually and otherwise as 
circumstances warrant.  

The Corporate Governance and Compensation Committee is responsible for proposing new director 
nominees to the Board and for assessing current directors on an ongoing basis. The Corporate Governance 
and Compensation Committee is also responsible for Southern Energy’s response to and implementation 
of the guidelines set forth from time to time by any applicable regulatory authorities.  

The Corporate Governance and Compensation Committee has responsibility for identifying potential Board 
candidates. The Corporate Governance and Compensation Committee assesses potential Board candidates 
to fill perceived needs on the Board for required skills, expertise, independence and other factors. Members 
of the Board and representatives of the oil and gas industry are consulted for possible candidates. The 
written charter of the Corporate Governance and Compensation Committee includes considering and 
recommending candidates to fill new positions on the Board, reviewing candidates recommended by 
Shareholders, conducting inquiries into the backgrounds and qualifications of candidates, recommending 
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the director nominees for approval by the Board and the Shareholders, considering conflicts of interests, 
recommending members and chairs of the committees, reviewing the performance of directors of the 
Company and the Board, establishing director retirement policies and establishing and implementing an 
orientation and education program for new members of the Board. 

The Corporate Governance and Compensation Committee reviews and makes recommendations to the 
Board concerning the compensation of Southern Energy’s directors, officers and employees, which includes 
the review of Southern Energy’s executive compensation and other human resource philosophies and 
policies, the review and administration of Southern Energy’s bonuses, Options and any share purchase plan.  

The responsibilities, powers and operations of the Corporate Governance and Compensation Committee, 
in respect of compensation include: (i) reviewing the adequacy and form of any compensation program for 
executive officers; (ii) reviewing the adequacy and form of non-employee directors’ compensation; (iii) setting 
criteria for selecting new directors; (iv) recommending to the Board the size of the Board, the appropriate 
composition of the board and eligible individuals for election to the Board, a majority of whom shall be 
independent; (v) recommending to the Board the appropriate committee structure, composition and 
membership; and (vi) reviewing and recommending to the Board a set of corporate governance policies, 
practices and principles aimed at fostering a healthy governance culture at Southern Energy. 

The Corporate Governance and Compensation Committee will also be responsible for overseeing the 
Group’s compliance with the AIM Rules and MAR. 

Reserves, Health, Safety and Environment Committee 

The members of the Reserves, Health, Safety and Environment Committee at the date of this document 
are Mr. Neil Smith (Chairman), Mr. Beynon and Ms. MacDonald. The Reserves, Health, Safety and 
Environment Committee meets annually and otherwise as requested by the Board or as 
circumstances warrant. In addition, the Committee monitors the activities of the Company on a quarterly 
basis, or more frequently if circumstances dictate. 

The Reserves, Health, Safety and Environment Committee’s responsibilities include: (i) reviewing 
management’s recommendations for the appointment of independent engineers; (ii) reviewing the 
independent engineering reports and considering the principal assumptions upon which such reports are 
based; (iii) reviewing management’s input into the independent engineering report and key assumptions 
used; (iv) reviewing the reserve additions and reserve revisions which occur from one report to the next and 
seeking the independent engineer’s input and management’s input with respect to why these revisions have 
occurred; (v) reviewing the information supplied to the independent engineers with respect to the constant 
price case, operating costs, royalty burdens, required capital expenditures, recovery rates, decline rates 
and other matters; (vi) annually reviewing the appropriateness of, and updating, Southern Energy’s 
environmental policies, management systems and programs and reporting to the Board thereon; (vii) 
ensuring that Southern Energy has the necessary tools to measure its business units’ environmental 
performance and compliance with applicable regulatory standards; (viii) reviewing the environmental 
performance and, whenever relevant, any non-compliance situation of Southern Energy’s business units, 
to recommend the required corrective measures; (ix) ensuring that environmental risk management 
procedures and emergency response measures are in place and are periodically updated and distributed 
within Southern Energy; (x) assessing the environmental risks and emergency situations brought to its 
attention to recommend the required corrective measures; (xi) immediately communicating any incident 
giving rise to significant environmental risks to the Board; (xii) recommending to the Board that Southern 
Energy exercise due diligence with respect to non-compliance situations, environmental risks or emergency 
situations brought to its attention; (xiii) reviewing and reporting to the Board on all legal notices or civil, penal 
or criminal prosecutions brought to its attention; (xiv) recommending to the Board measures, including 
necessary investments, taking into account available technologies and economic and financial restraints, 
to ensure compliance with regulatory standards and Southern Energy’s environmental policies and programs; 
(xv) analysing all environmental matters brought to its attention and deemed relevant or that the Board 
specifically asks the committee to review; and (xvi) reporting to the Board on Southern Energy’s 
environmental policies, programs and situation and make appropriate recommendations.  
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Corporate Disclosure and Insider Trading Policy 

Southern Energy will amend its Corporate Disclosure and Insider Trading Policy with effect from Admission 
to ensure compliance with the share dealing provisions set out in article 19 of MAR and Rule 21 of the AIM 
Rules. The Corporate Disclosure and Insider Trading Policy applies to inter alia all directors and senior officers 
of the Group, employees who may be in possession of or have access to unpublished price-sensitive 
information concerning Southern Energy, their spouses, civil partners, children under 18 and any other 
person who is otherwise classified as a PDMR and their PCAs under MAR (together the “Designated 
Persons”). The Corporate Disclosure and Insider Trading Policy applies to the Designated Persons whether 
they are acting directly or through another person or company. 

All dealings in securities in Southern Energy (including convertible securities) by the Designated Persons 
must be pre-cleared by the President and Chief Executive Officer or the Chief Financial Officer (or by the 
Chairman of the Audit Committee in the case of the President and Chief Executive Officer and Chief Financial 
Officer). Clearance will not be given during prohibited periods, defined as being: 

l blackout periods: these are not regularly scheduled but prescribed from time to time by the Chief 
Executive Officer or Chief Financial Officer as a result of special circumstances, i.e. where Southern 
Energy or Designated Persons are in possession of any unpublished price-sensitive information 
concerning Southern Energy that is not generally known to the public or at any time it has become 
reasonably probable that such information will be required to be disclosed to the market under stock 
exchange policies and applicable legislations; blackout periods end on the opening of trading of the 
second trading day after the information has been made public and the market appropriately cleansed; 
and 

l closed periods: being; (i) the period 30 days immediately preceding announcement of the Company’s 
financial results (annual, half year and quarterly interims), or if shorter, the period from the end of the 
relevant financial period up to and including the time of announcement; (ii) any period where there 
exists unpublished price sensitive information in relation to the Common Shares and the proposed 
trading would take place after the time it has become reasonably probable that an announcement will 
be required; and (iii) any period when the Designated Person or the person responsible for granting 
clearance has reason to believe the trading would be in breach of the policy. 

The Corporate Disclosure and Insider Trading Policy also states that the purchase of shares by Designated 
Persons should be for long term investment and not short term speculation. It therefore prohibits dealing in 
puts and calls, short selling and other such speculative behaviour, in relation to the Common Shares, and 
acquiring shares in a company which Southern Energy is contemplating acquiring or with whom they are 
otherwise negotiating significant business arrangements. 

The Corporate Disclosure and Insider Trading Policy requires Designated Persons to make certain filings 
with SEDI and the FCA in relation to their trading in Common Shares. It also sets out the notification 
requirements for any related party of Southern Energy or the Group contemplating a related party transaction 
and the associated approval process. 

16. COMMON SHARE CONSOLIDATION 
 

In connection with the issuance in April 2021 of 136,625,000 warrants to purchase Common Shares at a 
price of C$0.04 per Common Share, the Company has agreed to undertake a consolidation of the Common 
Shares before 31 December 2021 so that the effective warrant exercise price, on a post-consolidation basis, 
is greater than C$0.05 per Common Share. The consolidation, which was approved by Shareholders at a 
special meeting on 7 July 2021 will take place post Admission and has been mandated by TSX to be effected 
by 31 December 2021. The consolidation is subject to the approval of both the TSX and the holders of the 
Common Shares. 

17. DIVIDEND POLICY 
The Company may, by ordinary resolution, declare dividends in accordance with the respective rights of the 
shareholders, but no dividend shall exceed the amount recommended by the Board. 

 

The Company has not declared or paid any dividends for each of the three most recently completed 
financial years. 
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 It is the intention of the Company to retain any earnings to finance the growth and development of the 
Company’s business, and, therefore the Company does not anticipate paying any dividends in the immediate 
or foreseeable future. However, the Board is intending to implement a dividend to shareholders over the 
medium to long term time period as it executes the business strategy utilising the ordinary resolution dividend 
declaration policy referred above. 

18. LOCK-IN AND ORDERLY MARKET ARRANGEMENTS 
The Directors, the Proposed Director, Calvin Yau and Gary McMurren have each agreed with Southern 
Energy, Strand Hanson, Canaccord Genuity and Hannam & Partners not to dispose of their interests in 
Common Shares and of any securities convertible into shares in the Company (the “Derived Shares”) held 
or acquired by them for a period of at least 12 months from the date of Admission (the “Lock-in”). 

In addition, the Directors, the Proposed Director, Calvin Yau and Gary McMurren have each agreed to only 
dispose of any interest held in Derived Shares for a period of 24 months following Admission, with the 
consent of, and through one or both of Canaccord Genuity or Hannam & Partners (the “Brokers”) so as to 
ensure an orderly market in the Common Shares (the “OMA”). 

The Lock-In and OMA restrictions are subject to a number of exceptions, including, but not limited to, 
a disposal pursuant to; (i) an order made by a court with competent jurisdiction; (ii) a bona fide takeover bid 
made to all holders of the shares of Southern Energy or similar acquisition transaction; or (iii) with the prior 
consent of Strand Hanson and each of the Brokers. 

The aggregate interests following Admission which shall be subject to the lock-in and orderly market 
arrangements, as described above, will amount to 49,585,057  Common Shares, representing 
approximately 13.7 per cent. of the Issued Share Capital prior to Admission. 

19. OPTIONS, WARRANTS AND DEBENTURES 
On Admission, there will be a total of 361,297,054 Common Shares, Warrants over 235,795,000 Common 
Shares and Options over 19,400,000 Common Shares in issue or outstanding. 

Further details on the Warrants, Options and Debentures are provided in paragraph 5 or Part 5 of 
this Document. 

20. REASONS FOR ADMISSION 
 

The Directors and the Proposed Director are seeking to list Southern Energy’s Common Shares on AIM 
both to provide access to capital via a broader investor base and to increase liquidity in Southern Energy’s 
Common Shares. The Directors and the Proposed Director believe that the profile and status of Southern 
Energy will be enhanced by Admission. 

21. ADMISSION, CREST, DEPOSITARY INTERESTS AND SETTLEMENT 

Admission to AIM and dealings in Common Shares 

Application will be made to the London Stock Exchange for the Issued Share Capital to be admitted to 
trading on AIM. It is expected that Admission will become effective and dealings, for normal settlement, will 
commence on 10 August 2021. 

CREST and depositary interests 

In order to be traded on AIM, securities must be able to be transferred and settled through the CREST 
system, a UK computerised paperless share transfer and settlement system operated by Euroclear, which 
allows shares and other securities, including Depositary Interests, to be held in electronic rather than in 
paper form. Securities issued by companies not incorporated in the UK, Ireland, Isle of Man or Channel 
Islands, such as Southern Energy, cannot be held electronically (i.e. in uncertificated form) or transferred in 
CREST. However, depositary interests representing underlying shares can allow securities to be 
dematerialised and settled electronically. 

A11, 3.4
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Accordingly, the Common Shares will not themselves be admitted to CREST. Instead, Southern Energy, 
through its Depositary, will have a facility whereby Depositary Interests, representing Common Shares, will 
be issued by the Depositary to persons who wish to hold the Common Shares in electronic form within the 
CREST system. Under the Depositary Deed Poll, the Depositary (or its Custodian) will hold Common Shares 
in certificated form on trust for shareholders and it will issue uncertificated Depositary Interests (on a one-
for-one basis) representing those underlying Common Shares and provide the necessary custodian services. 
The relevant Shareholders will retain the beneficial interest in the Common Shares held through the 
Depositary Interest facility and voting rights, dividends or any other rights relating to those Common Shares 
will be passed on by the Depositary (or its nominee) in accordance with the terms of the Depositary Deed 
Poll. The Depositary Interests can then be held and settled within the CREST system in the same way as 
any other CREST security. 

Each Depositary Interest will be treated as one Common Share for the purposes of determining eligibility for 
dividends and voting entitlements. In respect of any dividends declared, Southern Energy will provide the 
Depositary (or custodian, if appointed) with funds for the payment and the Depositary will transfer the money 
to the DI Holders. In respect of voting, the Depositary will cast votes in respect of the Common Shares as 
directed by the DI Holders which the relevant Common Shares represent. 

The Depositary Interests will be created pursuant to and issued on the terms of the Depositary Deed Poll. 
Prospective DI Holders should note that they will have no rights in respect of the underlying Common Shares 
or the Depositary Interests representing them against CREST or its subsidiaries. The Depositary Interests 
will have the same ISIN as the underlying Common Shares and will not require a separate application for 
admission to trading on AIM. 

A holder of the Common Shares on the share register of Southern Energy maintained in Canada (the “Share 
Register”) (a “Registered Holder”) will be able to do the following to obtain a Depositary Interest for its 
Common Shares; (a) if held directly, send in its Common Share certificates to the Canadian Registrar and 
Transfer Agent together with the relevant transfer form; or (b) if held in a nominee account, provide 
instructions to its broker who will then obtain a withdrawal of the Common Shares from the system of CDS 
Clearing and Depositary Services Inc. (“CDS”). In addition, the Registered Holder, either directly or through 
its broker, must complete a Depositary Interest issuance request form that may be obtained from the 
Canadian Registrar and Transfer Agent. The Canadian Registrar and Transfer Agent will then either cancel 
the Common Share certificate or the CDS position, as applicable, through a transfer of Common Shares to 
the custodian of the Depositary. After these steps, a Depositary Interest can be created and is then issued 
to the CREST participant that the holder, or the holder’s broker, requested on the Depositary Interest 
issuance request form. 

If a DI Holder wishes to cancel its Depositary Interest, it will either directly or through its broker instruct the 
applicable CREST participant to initiate a CREST withdrawal (where such withdrawal is sent to the 
Depositary) for the name that appears on the DI Register. The Depositary Interest will then be cancelled by 
the Depositary and the related Common Share will be transferred to the account on the DI Register by the 
Registrar. The Registrar will then send the Registered Holder a new Common Share certificate. 

Details of the Depositary Deed Poll and the Depositary Agreement are set out in paragraphs 18.12 and 
18.13 of Part 5 of this document. 

Settlement 

Application has been made for the Common Shares, in the form of Depositary Interests, to be admitted to 
CREST, with effect from Admission, and CREST has agreed to such admission. Accordingly, settlement of 
transactions in the Common Shares, in the form of Depositary Interests, following Admission may take place 
within the CREST system if relevant Shareholders so wish. CREST is a voluntary system and Shareholders 
who wish to receive and retain share certificates in respect of Common Shares will still be able to do so. 

22. SHARE ISSUES 
Whilst the Company is not required under Canadian law to offer new Common Shares to existing 
Shareholders on a pre-emptive basis, as is required of companies incorporated under CA 2006, the 
Company is subject to a number of investor or minority protection provisions under the policies and rules 
of the TSXV. Additionally, the Company has undertaken to Strand Hanson (as nominated adviser to the 
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Company with effect from Admission), and will undertake in similar terms to the nominated adviser to the 
Company from time to time, pursuant to the Introduction Agreement that for as long as the Company’s 
Common Shares are admitted to AIM and not admitted to trading on the TSXV or the TSX, the Company 
will not, without the prior written consent of Strand Hanson (or the replacement nominated adviser), issue 
new Common Shares accounting for more than 20 per cent. in aggregate of the share capital from time to 
time of the Company on a non-pre-emptive basis in any one year without the approval of Shareholders at 
a duly called general meeting. 

While the Common Shares are posted and listed for trading the TSXV, the pricing of any private placement 
of Common Shares must be decided in accordance with Policy 4.1 – Private Placements of the TSXV, which 
mandates, among other things, that shareholder approval is required if the price per Common Share 
exceeds: (a) 25 per cent., if the Common Shares trade at or below C$0.50; (b) 20 per cent. if the Common 
Shares trade between C$0.51 and C$2.00; or (c) 15 per cent., if the Common Shares trade at a price 
above C$2.00. 

Under the ABCA, no shareholder consent is required to issue shares pursuant to a public or private offering 
of securities by the Company. However, under the policies and rules of the TSXV, shareholder approval may 
be required if a private placement results in the creation of a “Control Person” (pursuant to Policy 4.1 – 
Private Placement of the TSXV). Further, minority shareholder approval may be required if the private 
placement constitutes a “related party transaction” pursuant to MI 61-101. 

With respect to acquisitions and dispositions, shareholder approval is required under the policies and rules 
of the TSXV if: (a) the acquisition results in the creation of a “Control Person” (pursuant to Policy 4.1 – Private 
Placement of the TSXV); (b) the number of securities issued or issuable to insiders as a group as payment 
of the purchase price for an acquisition exceeds 10 per cent. of the number of outstanding securities of the 
Company on a non-diluted basis, prior to the closing date of the transaction; and/or (iii) if the transaction is 
a disposition, the transaction involves the sale of more than 50 per cent. of the Company’s assets, business 
or undertaking. Further, minority shareholder approval may be required for an acquisition or disposition if it 
constitutes a “business combination” or “related party transaction” pursuant to MI 61-101. 

23. DISCLOSURE AND TRANSPARENCY RULES 
Following Admission, Southern Energy will comply with Rule 17 of the AIM Rules to announce any changes 
in a whole percentage point to the holding of any Shareholder holding three per cent. (3 per cent.) or more 
of the Common Shares or voting rights in Southern Energy. As Southern Energy is incorporated in Alberta, 
provisions have been incorporated into the Articles (and approved by Shareholders at the Special Meeting) 
which, to the extent possible, mirror the requirements of DTR 5, so as to enable the Board to request 
information from Shareholders in order to comply with the disclosure obligations under AIM Rule 17 and 
further disclosure requirements of certain transactions involving shares or “significant shareholders” (as 
defined in the AIM Rules) to disclose to Southern Energy their beneficial ownership of the Common Shares.  
Shareholders should consider their notification and disclosure obligations carefully as failure to make a 
disclosure to Southern Energy may result in disenfranchisement. 

Due to the Company existing under the laws of the Province of Alberta, Canada, Shareholders will not be 
subject to any UK requirement to disclose to the Company their holdings of Common Shares. Under the 
ABCA, there are no statutory obligations on shareholders (other than insider and early warning reporting 
obligations) to disclose to the Company the level of their interests in Common Shares. However, Canadian 
early warning reporting obligations require any Shareholder to make certain disclosures when it acquires 
ownership or control or direction over voting or equity securities, or any other securities convertible into 
voting or equity securities, of any class of a public company that constitutes 10 per cent. or more of the 
outstanding securities of that class and acquisitions or dispositions of every 2 per cent. thereafter. Further, 
shareholders that acquire ownership or control or direction over voting or equity securities, or any other 
securities convertible into voting or equity securities, of any class of a public company that constitutes 10 per 
cent. or more of the outstanding securities of that class are required to file insider reports on SEDI and are 
required to report any changes to their holdings within five days of a change. 

When acquiring shares in the Company, shareholders are entitled under Canadian securities laws to 
categorise themselves as “objecting” (“OBO”) or “non-objecting” (“NOBO”) shareholders. By registering as 
such through the entity through which they acquired their shares, such as a broker, bank, or trust company, 
OBOs are noting that they object to their interest and their details being disclosed to the Company, subject 
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to the 10 per cent. threshold at which Canadian securities law makes disclosure mandatory. NOBOs do 
not object to their shareholdings and their details being disclosed to the Company. Rule 17 of the AIM Rules 
requires, among other things, that an AIM quoted company must notify the market of any changes of which 
it is aware to its shareholders’ interests in 3 per cent. or more of the common shares and changes thereto 
(of any movements through a percentage point upwards or downwards). 

At a special meeting of the shareholders of the Company held on 7 July 2021, Shareholders approved an 
amendment to the Articles to provide that, for so long as the Company has any Common Shares admitted 
to trading on AIM, all Shareholders having a holding in 3 per cent. or more of the Common Shares, will be 
required, with effect from Admission, to notify the Company of their holding and of any subsequent relevant 
changes to their holdings which changes shall include any increase or decrease to such holdings through 
any single percentage threshold. Notwithstanding the fact the Articles regulate the internal affairs of the 
Company and are binding on the Company and its shareholders (among others), they do not provide the 
Company with an effective remedy or recourse in the event shareholders do not comply with the amended 
notice and disclosure obligations under the Articles (as amended). As such, the Company will not necessarily 
be aware of holdings (or changes in holdings) that are required to be disclosed under the Articles to the 
extent shareholders do not comply with such obligations. Accordingly, the Company may not have the 
information necessary to enable it to announce these shareholdings in accordance with the requirements 
of rule 17 of the AIM Rules in such cases. 

24. TAKEOVERS 
 

NI 62-104 sets forth the Canadian take-over bid regime. NI 62-104 will apply to Southern Energy to the 
extent that it is party to a take-over bid made in Canada. The UK Takeover Code will not apply to Southern 
Energy on the basis that its registered office is outside the United Kingdom, the Channel Islands and the 
Isle of Man. 

Securities laws of the Provinces include a comprehensive code governing both the reporting of the 
acquisition of significant shareholdings and the conduct of takeover bids which may apply to Southern 
Energy as a reporting issuer in certain Provinces. For these purposes, a person is deemed to own all shares 
and securities convertible into shares that are held directly or indirectly by, or over which control or direction 
is exercised by, such person and persons acting jointly or in concert with that person. 

Under the securities laws of the Provinces, any person who directly or indirectly acquires beneficial ownership 
of, or the power to exercise control or direction over, shares (or securities convertible into shares) that, 
together with any shares held by that person, would constitute 10 per cent. or more of the outstanding 
shares, must forthwith issue a news release in Canada announcing, among other things, the number of 
such securities they hold and their intentions with respect to the securities of the relevant issuer. 

A formal report (an “early warning report”) setting forth details regarding the acquisition is also required to 
be filed with the Securities Commissions of the Provinces, within two business days of the acquisition of 
shares (or convertible securities) that results in the person holding 10 per cent. or more of such securities. 
If a person’s beneficial ownership of, or control or direction over, shares (or securities convertible into shares) 
decreases to less than 10 per cent. of such securities, that person must issue a news release and file an 
early warning report disclosing the same information as described above. 

Whenever a person who has filed an early warning report acquires or disposes beneficial ownership of, or 
acquires or ceases to have control over, 2 per cent. of Southern Energy’s shares (including securities 
convertible into shares), or if there is a change in a material fact disclosed in a previously filed report, an 
additional report must be filed within the same time limits. 

Any person who acquires or offers to acquire 20 per cent. or more of Southern Energy’s shares (other than 
pursuant to an issuance from treasury) is deemed to be making a takeover bid. Generally, applicable 
Canadian securities laws provide that takeover bids must: 

l be made available to all shareholders; 

l be open for acceptance for a minimum of 105 days, subject to certain exceptions; 

l require more than 50 per cent. of the applicable securities be deposited under the bid; 

l offer identical consideration to all shareholders; and 

l be made by a takeover bid circular containing prescribed information about the bidder and its intentions 
with respect to Southern Energy. 
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There are various statutory exemptions available from these rules. In particular, a person may acquire up to 
5 per cent. of the Common Shares in any 12 month period at prices not in excess of “market price” (plus 
brokerage). Also, a person may acquire Common Shares from no more than five persons in private 
transactions at no more than 115 per cent. of “market price”. 

25. TAXATION 
 

Information regarding certain taxation with respect to Common Shares and Admission is set out in 
paragraphs 13 and 14 of Part 5 of this document. These details are, however, intended only as a general 
guide to the current position under UK and Canadian taxation law. The tax consequences for each 
Shareholder of investing in the Company may depend upon the Shareholder’s own tax position and upon 
the relevant laws of any jurisdiction to which the Shareholder is subject as well as the relevant laws of the 
Company’s country of incorporation. Shareholders who are in doubt as to their tax position should consult 
their professional advisers immediately. 
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PART 2 

RISK FACTORS 

Any investment in the Company is subject to a number or risks. Accordingly, investors should 
consider carefully all of the information set out in this document and the risks attaching to an 
investment in the Common Shares and the Group including, in particular, the specific risks 
described below, before making any investment decision. The information below does not purport 
to be an exhaustive list nor are the risks set out in any order of priority. Investors should consider 
carefully whether an investment in the Common Shares is suitable for them in light of the 
information in this document and their personal circumstances. Before making any final decision, 
prospective investors in any doubt should consult with an independent adviser authorised under 
FSMA (or the corresponding legislation in the jurisdiction in which a prospective investor is 
resident) who specialises in advising on the acquisition of shares and other securities. 

If any of the following risks were to materialise, the Company’s business, financial position, 
results or future operations may be materially adversely affected. The market value of the 
Common Shares may go up or down and an investor may lose all or part of his or her investment. 
Additional risks and uncertainties not presently known to the Directors or the Proposed Director, 
or which the Directors or the Proposed Director currently deem immaterial, may also have an 
adverse effect upon the performance and value of the Company. Therefore the following factors 
do not purport to be an exhaustive list or explanation of all the risk factors involved in investing 
in the Company. 

An investment in the Company is only suitable for financially sophisticated investors who are 
capable of evaluating the merits and risks of such an investment and who have sufficient 
resources to be able to bear any losses that may arise therefrom (which may be equal to the 
whole amount invested). There can be no certainty that the Company will be able to implement 
successfully the strategy set out in the document. No representation is or can be made as to the 
performance of the Company and there can be no assurance that the Company will achieve its 
objectives. 

In this Part 2, reference to the Company or to Southern Energy shall also, where the context 
admits, be deemed to be a reference to the Group. 

 

RISKS RELATING TO THE GROUP AND ITS BUSINESS 
Nature of the business 
An investment in Southern Energy should be considered highly speculative due to the nature of the Group’s 
involvement in the exploration for, and the acquisition, production and marketing of, oil and natural gas 
reserves and its current stage of development. Oil and gas operations involve many risks which even a 
combination of experience, knowledge and careful evaluation may not be able to overcome. There is no 
assurance that further commercial quantities of oil and natural gas will be discovered or acquired by the 
Group. 

Commodity price volatility 
The Group’s financial performance and financial condition are dependent on the prevailing prices of crude 
oil and natural gas. Crude oil and natural gas prices have fluctuated widely in the recent past and are subject 
to fluctuations in response to relatively minor changes in supply, demand, market uncertainty and other 
factors that are beyond Southern Energy’s control. 

Crude oil and natural gas prices are impacted by a number of factors including, but not limited to the global 
supply of and demand for crude oil and natural gas, global economic conditions, the actions of OPEC and 
OPEC+, government regulation, political stability, the ability to transport crude oil to markets, developments 
related to the market for liquefied natural gas, the availability and prices of alternate fuel sources and weather 
conditions. Concerns over global economic conditions, fluctuations in interest rates and foreign exchange 
rates, stock market volatility, energy costs, geopolitical issues, OPEC+ actions, inflation, the availability and 
cost of credit, the deceleration of economic growth in the People’s Republic of China, trade disputes 
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between the United States and the People’s Republic of China, civil unrest in Venezuela and Iran and the 
outbreak of COVID-19 have contributed to increased economic uncertainty and diminished expectations 
for the global economy. In addition, significant growth in crude production volumes has resulted in pressure 
on transportation and pipeline capacity, resulting in fluctuations in the price of oil and natural gas. All of these 
factors are beyond Southern Energy’s control and can result in a high degree of price volatility. 

Fluctuations in the price of commodities may impact the value of Southern’s assets and the ability to maintain 
its business and to fund growth projects. Prolonged periods of commodity price depression and volatility 
may also negatively impact the Group’s ability to meet guidance targets and meet all of its financial 
obligations as they come due. Any substantial and extended decline in the price of oil and gas would have 
an adverse effect on Southern Energy’s carrying value of its reserves, borrowing capacity, revenues, 
profitability and cash flows from operations and may have a material adverse effect on the Group’s business, 
financial condition, results of operations, prospects and the level of expenditures for the development of oil 
and natural gas reserves, including delay or cancellation of existing or future drilling or development programs 
or curtailment in production. 

Any material or sustained decline in prices could result in a reduction of the Group’s net production revenue. 

The economics of producing from some wells may change as a result of lower prices, which could result in 
reduced production of oil or gas and a reduction in the volumes of the Group’s reserves. Southern Energy 
might also elect not to produce from certain wells at lower prices. All of these factors could result in a material 
decrease in the Group’s expected net production revenue and a reduction in its oil and gas acquisition, 
development and exploration activities. 

Crude oil and natural gas prices are expected to remain volatile for the near future as a result of market 
uncertainties over the supply and the demand of these commodities due to the current state of the world 
economies and OPEC+ actions. Volatile oil and gas prices make it difficult to estimate the value of producing 
properties for acquisition and often cause disruption in the market for oil and gas producing properties, as 
buyers and sellers have difficulty agreeing on such value. Price volatility also makes it difficult to budget for 
and project the return on acquisitions and development and exploitation projects. 

In addition, bank borrowings available to the Group may, in part, be determined by the Group’s borrowing 
base. A sustained material decline in prices from historical average prices could reduce the Group’s 
borrowing base, therefore reducing the bank credit available to the Group which could require that a portion, 
or all, of its bank debt be repaid. 

Southern Energy will conduct regular assessments of the carrying value of its assets. If crude oil and natural 
gas prices decline significantly and remain at low levels for an extended period of time, the carrying value 
of the Group’s assets may be subject to impairment. 

Public health crises 
The COVID-19 pandemic has negatively impacted the Canadian, US, and global economies; disrupted 
Canadian, US, and global supply chains, disrupted financial markets, contributed to a decrease in interest 
rates, resulted in ratings downgrades, credit deterioration and defaults in many industries, forced the closure 
of many businesses, led to loss of revenues, increased unemployment and bankruptcies and necessitated 
the imposition of quarantines, physical distancing, business closures, travel restrictions, and sheltering-in-
place requirements in Canada, the US, and other countries. 

If the pandemic is prolonged, including through subsequent waves, or if additional variants of COVID-19 
emerge which are more transmissible or cause more severe disease, or if other diseases emerge with similar 
effects, the adverse impact on the economy could worsen. It remains uncertain how the macroeconomic 
environment and societal and business norms will be impacted following this COVID-19 pandemic. 

The Group’s business, operations and financial condition, results of operations, cash flows, reputation, 
access to capital, cost of borrowing, access to liquidity, or business plans may, in particular, and without 
limitation, be adversely impacted as a result of the COVID-19 pandemic or decline in commodity prices as 
a result of: 

 

58



l the shut-down of facilities or the delay or suspension of work on major capital projects due to workforce 
disruption or labour shortages caused by workers becoming infected with COVID-19, or government 
or health authority mandated restrictions on travel by workers or closure of facilities or worksites; 

l suppliers and third-party vendors experiencing similar workforce disruption or being ordered to cease 
operations; 

l reduced cash flows resulting in less funds from operations being available to fund capital expenditure 
budgets; 

l reduced commodity prices resulting in a reduction in the volumes and value of reserves; 

l crude oil storage constraints resulting in the curtailment or shutting in of production; 

l counterparties being unable to fulfil their contractual obligations on a timely basis or at all; 

l the inability to deliver products to customers or otherwise get products to market caused by border 
restrictions, road or port closures or pipeline shut-ins, including as a result of pipeline companies 
suffering workforce disruptions or otherwise being unable to continue to operate; and 

l the ability to obtain additional capital including, but not limited to, debt and equity financing being 
adversely impacted as a result of unpredictable financial markets, commodity prices or a change in 
market fundamentals. 

The COVID-19 pandemic has also created additional operational risks for the Group, including the need to 
provide enhanced safety measures for employees and customers; comply with rapidly changing regulatory 
guidance; address the risk of, attempted fraudulent activity and cybersecurity threat behaviour. 

The Group is also exposed to human capital risks due to issues related to health and safety matters, and 
other environmental stressors as a result of measures implemented in response to the COVID-19 pandemic, 
as well as the potential for a significant proportion of the Group’s employees, including key executives, to 
be unable to work effectively, because of illness, quarantines, sheltering-in-place arrangements, government 
actions or other restrictions in connection with the pandemic. 

The extent to which the COVID-19 pandemic continues to impact the Group’s results, business, financial 
condition or liquidity will depend on future developments in Canada, the US and globally, including the 
development and widespread availability of efficient and accurate testing options, and effective treatment 
options or vaccines. Despite the approval of certain vaccines by the regulatory bodies in Canada and the 
US, the ongoing evolution of the development and distribution of an effective vaccine also continues to raise 
uncertainty. 

Borrowings 
The Group has incurred indebtedness to finance its operations and may incur further indebtedness in the 
future. The level of Southern Energy’s indebtedness from time to time could impair its ability to obtain 
additional financing in the future on a timely basis to take advantage of business opportunities that may 
arise, especially if it is above industry standards. 

The Group’s ability to meet its debt service obligations will depend on its future operations which will be 
subject to prevailing industry conditions and other factors, many of which are beyond the control of Southern 
Energy. In addition, the Group will be required to comply with the financial and other covenants included in 
its borrowing facilities. 

As certain of the indebtedness of Southern Energy may bear interest at rates which fluctuate with prevailing 
interest rates, increases in such rates would increase its interest payment obligations and could have a 
material adverse effect on its financial condition and results of operations. 

Further, the Group’s indebtedness is secured by substantially all of its assets. In the event of a violation by 
the Group of any of its loan covenants or any other default on its obligations relating to its indebtedness, 
the lender could declare such indebtedness to be immediately due and payable and, in certain cases, 
foreclose on the Group’s assets. 

 

59



Availability of capital 
As a result of recent economic uncertainties in the oil and gas industry, the Group may have reduced access 
to bank debt and equity. In particular, the recent global outbreak of COVID-19 has adversely effected lending 
and capital markets. 

Southern Energy anticipates that it will make substantial capital expenditures for the acquisition, exploration, 
development and production of oil and natural gas reserves in the future. As the Group intends that these 
capital expenditures will be financed out of funds generated from operations, bank borrowings, if available, 
and possible issuances of debt or equity securities, the Group’s ability to fund the capital expenditures is 
dependent on, among other factors, the overall state of lending and capital markets and investor and lender 
appetite for investments in the energy industry, generally, and Southern Energy’s securities in particular. 

To the extent that external sources of capital become limited, unavailable or available only on onerous terms, 
the Group’s ability to invest and to maintain existing assets and to undertake or complete future drilling 
programs may be impaired, and its assets, liabilities, business, financial condition and results of operations 
may be materially and adversely affected as a result. 

The Group’s cash flow from its reserves may not be sufficient to fund its ongoing activities at all times, 
meaning that the Group may require additional financing. Failure to obtain this financing on a timely basis or 
at all could cause the Group to forfeit its interest in certain properties, miss certain acquisition opportunities 
and reduce or terminate its operations. 

 

Compliance with licences, contracts and other obligations 
The Group’s assets are held in the form of licences and leases and working interests in licences and leases. 
The Group’s operations must be carried out in accordance with the terms of these licences, operating 
agreements, annual work programs and budgets together with any conditions incumbent on the Group at 
the time the relevant asset was acquired such as ongoing royalty and other rental payments. If the Group 
or the holder of the licence or lease fails to meet the specific requirement of a licence or lease, the licence 
or lease may terminate or expire. 

In addition, the operations of the Group require licences and permits from various governmental authorities. 
There can be no assurance that the Group will be able to obtain all necessary licences and permits that are 
required to carry out exploration and development at its properties. The permitting process can take 
significant time, meaning that exploration and development projects have a longer cycle time to completion 
than they might elsewhere. 

Relevant legislation provides that fines may be imposed and a licence may be suspended or terminated if 
a licence holder, or party to a related agreement, fails to comply with its obligations under such licence or 
agreement, or fails to make timely payments of levies and taxes for the licensed activity, provide the required 
geological information or meet other reporting requirements. 

It may from time to time be difficult to ascertain whether the Group has complied with obligations under 
licences as the extent of such obligations may be unclear or ambiguous and regulatory authorities in 
jurisdictions in which the Group does business, or in which it may do business in the future, may not be 
forthcoming with confirmatory statements that work obligations have been fulfilled, which can lead to further 
operational uncertainty. 

In addition, the Group and its commercial partners, as applicable, have obligations to operate assets in 
accordance with specific requirements under their licences and related agreements, field development 
agreements, laws and regulations. If the Group or its partners were to fail to satisfy such obligations with 
respect to a specific field, the licence or related agreements for that field may be suspended, revoked or 
terminated. 

Regulations and policies relating to licences and permits may change, be implemented in a way that the 
Group does not currently anticipate or take significantly greater time to obtain. These licences and permits 
are subject to numerous requirements, including compliance with the environmental regulations of the local 
governments. 
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The suspension, revocation, withdrawal or termination of any of the licences or related agreements pursuant 
to which the Group may conduct business, as well as any delays in the continuous development of or 
production at the Group’s fields caused by the issues detailed above could materially and adversely affect 
the business, results of operations, financial condition or prospects. In addition, failure to comply with the 
obligations under the licences or agreements pursuant to which the Group conducts business, whether 
inadvertent or otherwise, may lead to fines, penalties, restrictions, withdrawal of licences and termination of 
related agreements. 

 

Reliance on third parties 
The Group’s ability to market its crude oil and natural gas can depend upon its ability to acquire space on 
pipelines that deliver natural gas to commercial markets. Various production, marketing and transportation 
conditions may cause delays in gas, natural gas liquids and oil production and adversely affect the Group’s 
business. 

The Group relies on gas and oil field suppliers and contractors to provide materials and services that facilitate 
its production activities, including plugging and abandonment contractors. Any competitive pressures on 
the oil field suppliers and contractors could result in a material increase of costs for the materials and services 
required to conduct the Group’s business. 

Where other companies operate assets in which the Group has an interest, Southern Energy will have limited 
ability to exercise influence over the operation of those assets or their associated costs. Therefore, the 
Group’s return on assets operated by others may therefore depend upon a number of factors that may be 
outside its control, including the timing and amount of capital expenditures, the operator’s expertise 
and  financial resources, the approval of other participants, the selection of technology and risk 
management practices. 

Oil and natural gas exploration and development activities are dependent on the availability of drilling and 
related equipment in the particular areas where such activities will be conducted. Demand for such limited 
equipment or access restrictions may affect the availability of such equipment to the Group and may delay 
exploration and development activities. 

The Group and its off-takers rely upon the availability of pipeline and storage capacity systems, including 
such infrastructure systems that are owned and operated by third parties. As a result, the Group may be 
unable to access the infrastructure and systems which it currently uses or plans to use, or source alternatives 
or otherwise be subject to interruptions or delays in the availability of infrastructure and systems necessary 
for the delivery of its gas, natural gas liquids and oil to commercial markets. In addition, such infrastructure 
may be close to its design life and decisions may be taken to decommission such infrastructure or perform 
life extension work to maintain continued operations. Any of these events could result in disruptions to the 
Group’s projects thereby impacting its ability to deliver gas, natural gas liquids and oil to commercial markets 
or may increasing the Group’s costs associated with the production of gas, natural gas liquids and oil reliant 
upon such infrastructure/systems. For instance, a temporary shut-in occurred at the Group’s Mechanicsburg 
asset from March 2020 to June 2020 due to a third-party pipeline force majeure event. 

Further, the Group’s off-takers could become subject to increased tariffs imposed by government regulators 
or the third-party operators or owners of the transportation systems available for the transport of the Group’s 
gas, natural gas liquids and oil, which could result in decreased off-taker demand and downward pricing 
pressure. 

If the Group is unable to access infrastructure systems facilitating the delivery of its gas, natural gas liquids 
and oil to commercial markets due to its contractors or primary off-takes being unable to access the 
necessary equipment or transportation systems, the Group’s operations will be adversely affected. If the 
Group is unable to source the most efficient and expedient infrastructure systems for its assets then delivery 
of its gas, natural gas liquids and oil to the commercial markets may be negatively impacted, as may its 
costs associated with the production of gas, natural gas liquids and oil reliant upon such infrastructure and 
systems. 
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Exploration risks 
Oil and natural gas exploration involves a high degree of risk and there is no assurance that expenditures 
made on exploration by the Group will result in new discoveries of oil or natural gas in commercial quantities. 
It is difficult to project the costs of implementing an exploratory drilling program due to the inherent 
uncertainties of drilling in unknown formations, the costs associated with encountering various drilling 
conditions such as over pressured zones and tools lost in the hole, and changes in drilling plans and 
locations as a result of prior exploratory wells or additional seismic data and interpretations thereof. 

The long term commercial success of Southern Energy depends on its ability to find, acquire, develop and 
commercially produce oil and natural gas reserves. No assurance can be given that Southern Energy will 
be able to locate satisfactory properties for acquisition or participation. Even when acquisitions or 
participations are identified, Southern Energy may determine that current markets, terms of acquisition and 
participation or pricing conditions make such acquisitions or participations uneconomic. 

Future oil and gas exploration may involve unprofitable efforts, not only from dry wells, but from wells that 
are productive but do not produce sufficient net revenues to return a profit after drilling, operating and other 
costs. Completion of a well does not assure a profit on the investment or recovery of drilling, completion 
and operating costs. 

Production risks 
The Group’s gas and oil production operations are subject to numerous risks common to its industry, 
including, but not limited to, premature decline of reservoirs, incorrect production estimates, invasion of 
water into producing formations, geological uncertainties such as unusual or unexpected rock formations 
and abnormal geological pressures, low permeability of reservoirs, contamination of gas and oil, blowouts, 
oil and other chemical spills, explosions, fires, equipment damage or failure, natural disasters, uncontrollable 
flows of oil, gas or well fluids, adverse weather conditions, shortages of skilled labour, delays in obtaining 
regulatory approvals or consents, pollution and other environmental risks. 

In addition, drilling hazards or environmental damage could greatly increase the cost of operations, and 
various field operating conditions may adversely affect the production from successful wells. These 
conditions include delays in obtaining governmental approvals or consents, shut-ins of connected wells 
resulting from extreme weather conditions, insufficient storage or transportation capacity or other geological 
and mechanical conditions. While close well supervision and effective maintenance operations can contribute 
to maximizing production rates over time, production delays and declines from normal field operating 
conditions cannot be eliminated and can be expected to adversely affect revenue and cash flow levels to 
varying degrees. 

Any of these events could lead to environmental damage, injury to persons or property and other species, 
failure to produce gas, natural gas liquids and oil in commercial quantities or an inability fully to produce 
reserves, all of which could cause substantial damage to the Group or its reputation and put at risk some 
or all its interests in licences, which enable the Group to produce, and could result in incurrence of fines or 
penalties, criminal sanctions potentially being enforced against the Group and its management, as well as 
other governmental and third-party claims. Consequent production delays and declines in field operating 
conditions and other adverse actions taken by third parties may result in the Group’s revenue and cash flow 
levels being adversely affected. 

Should any of these risks materialise, the Group could incur legal defence costs, remedial costs and 
substantial losses, including those due to injury or loss of life, human health risks, severe damage to or 
destruction of property, natural resources and equipment, environmental damage, unplanned production 
outages, clean-up responsibilities, regulatory investigations and penalties, increased public interest in the 
Group’s operational performance and suspension of operations. 

 

Operational, health and safety and environmental regulations and requirements 
The Group operates in an industry that has certain hazardous risks and consequently is subject to 
comprehensive laws and regulations, especially with regard to the protection of health, safety and the 
environment. The terms of licences, permits, regulatory orders, or permissions may include more stringent 
operational, environmental or health and safety requirements. 
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Environmental legislation provides for, among other things, restrictions and prohibitions on spills, releases 
or emissions of various substances produced in association with oil and gas operations. The legislation also 
requires that wells and facility sites be operated, maintained, abandoned and reclaimed to the satisfaction 
of applicable regulatory authorities. 

Any failure by the Group or one of its sub-contractors, whether inadvertent or otherwise, to comply with 
applicable legal or regulatory requirements or the terms of licenses or permits may give rise to civil, 
administrative or criminal liabilities, civil fines and penalties, delays or restrictions in acquiring or disposing 
of assets or delays in securing or maintaining the required permits, licences and approvals. A lack of 
regulatory compliance may even lead to denial or termination of licences the Group requires for operating 
its sites or could result in other operational restrictions or obligations. 

Further, any environmental damage, loss of life, injury or damage to property caused by the Group’s 
operations could damage its reputation in the areas in which it operates. Negative sentiment towards the 
Group could result in a lack of willingness of municipal authorities to grant the necessary licences or permits 
for the Group to operate its business and in opposition to the Group’s further operations in the area. If the 
Group develops a reputation of having an unsafe work site it may also impact the Group’s ability to attract 
and retain the necessary skilled employees and consultants to operate its business. 

The Group’s operations have the potential to impact soil, air and water quality, biodiversity and ecosystems. 
Obtaining development or production licences and permits may become more difficult or may be delayed 
due to governmental, regional or local environmental consultation, scientific studies, approvals or other 
considerations or requirements. Furthermore, third-parties such as environmental organizations may judicially 
contest licences and permits already granted by relevant authorities and operations may be subject to other 
administrative or judicial challenges. 

New laws and regulations, new national executive orders, the imposition of more stringent requirements in 
licences, increasingly strict enforcement of, or new interpretations of, existing laws, regulations and licences, 
or the discovery of previously unknown contamination or hazards may require further high cost expenditures 
in order for the Group to achieve compliance or may result in a material increase in the cost of production 
or development activities or even a curtailment of production. 

Reserve and resource estimates 
There are numerous uncertainties inherent in estimating quantities of oil, natural gas and natural gas liquids 
resources, reserves and cash flows to be derived therefrom, including many factors beyond the Group’s 
control. 

In estimating reserves, the chance of commerciality is effectively assumed to be 100  per cent.. For 
prospective resources, the chance of commerciality will be the product of the chance that a project will 
result in a discovery of petroleum or natural gas and the chance that an accumulation will be commercially 
developed. There is no certainty that any portion of the prospective resources will be discovered. If 
discovered, there is no certainty that it will be commercially viable to produce any portion of the resources. 

The reserve and associated cash flow information and estimates represent estimates only. In general, 
estimates of economically recoverable oil and natural gas reserves and the future net cash flows therefrom 
are based upon a number of variable factors and assumptions, such as historical production from the 
properties, production rates, ultimate reserve recovery, timing and amount of capital expenditures, 
marketability of oil and gas, royalty rates, the assumed effects of regulation by governmental agencies and 
future operating costs, all of which may vary from actual results. For those reasons, estimates of the 
economically recoverable oil and natural gas reserves attributable to any particular group of properties, 
classification of such reserves based on risk of recovery and estimates of future net revenues expected 
therefrom prepared by different engineers, or by the same engineers at different times, may vary. Southern 
Energy’s actual production, revenues, taxes and development and operating expenditures with respect to 
its reserves will vary from estimates thereof and such variations could be material. Further, the evaluations 
are based in part on the assumed success of exploitation activities intended to be undertaken in future 
years. The reserves and estimated cash flows to be derived therefrom contained in such evaluations will be 
reduced to the extent that such exploitation activities do not achieve the level of success assumed in the 
evaluation. 
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Estimates of proved reserves that may be developed and produced in the future are often based upon 
volumetric calculations and upon analogy to similar types of reserves rather than actual production history. 
Estimates based on these methods are generally less reliable than those based on actual production history. 

Subsequent evaluation of the same reserves based upon production history and production practices will 
result in variations in the estimated reserves and such variations could be material. 

Actual production and revenues derived from the Group’s assets will vary from the estimates, potentially 
materially, including as a result of actual production levels, supply and demand for oil and natural gas, 
curtailments or increases in consumption by oil and natural gas purchasers, changes in governmental 
regulation or taxation and the impact of inflation on costs. 

There are numerous uncertainties inherent in estimating quantities of resources, including many factors 
beyond the Group’s control, and no assurance can be given that the indicated level of resources will be 
realised. In general, estimates of recoverable resources are based upon a number of factors and 
assumptions made as of the date on which the resource estimates were determined, such as geological 
and engineering estimates which have inherent uncertainties, the assumed effects of regulation by 
governmental agencies and estimates of future commodity prices and operating costs, all of which may 
vary considerably from actual results. All such estimates are, to some degree, uncertain and classifications 
of resources are only attempts to define the degree of uncertainty involved. For these reasons, estimates of 
the economically recoverable natural gas and the classification of such resources based on risk of recovery 
prepared by different engineers or by the same engineers at different times may vary substantially. 

Geological risking of prospective resources addresses the probability of success for the discovery of 
petroleum. This risk analysis is conducted independently of probabilistic estimates of petroleum volumes 
and without regard to the chance of development. Principal risk elements of the petroleum system include; 
(i) trap and seal characteristics; (ii) reservoir presence and quality; (iii) source rock capacity, quality and 
maturity and (iv) timing, migration and preservation of petroleum in relation to trap and seal formation. 

Geological risk assessment is a highly subjective process dependent upon the experience and judgment of 
the evaluators. 

Estimates with respect to resources that may be developed and produced in the future are often based 
upon volumetric calculations and upon analogy to similar types of resources, rather than upon actual 
production history. Estimates based on these methods are generally less reliable than those based on actual 
production history. Subsequent evaluation of the same resources based upon production history will result 
in variations, which may be material, in the estimated resources. 

Resources estimates may require revision based on actual production experience. Market price fluctuations 
of natural gas prices may render uneconomic the recovery of the resources. 

Abandoned royalties 
The Group has a significant C$5.6 million (US $4.4 million) liability in respect of abandoned royalties in 
respect of its oil and gas leases in accordance with the laws of the State of Mississippi. Although the Group 
has taken legal advice from Mississippi counsel to support its treatment of the abandoned royalties, there 
can be no guarantee that such abandoned royalties will not be claimed or become payable to the State of 
Mississippi earlier than projected by the Group. If that were to occur in respect of a material portion of the 
abandoned royalties currently on Southern Energy’s balance sheet, the Group’s financial condition and 
working capital could be materially adversely affected. 

Abandonment 
The Group may become responsible for costs associated with abandoning and reclaiming wells, facilities 
and pipelines which it uses for the processing of gas and oil reserves. 

Such abandonment costs will be incurred by the Group at the end of the operating life of some of the 
Group’s properties. The ultimate abandonment costs are uncertain and cost estimates can vary in response 
to many factors including changes to relevant legal requirements, the emergence of new restoration 
techniques, any shortage of plugging contractors, difficult terrain or weather conditions or experience at 
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other production sites. The expected timing and amount of expenditure can also change, for example, in 
response to changes in reserves, wells losing commercial viability sooner than forecasted or changes in 
laws and regulations or their interpretation. 

As a result, there could be significant adjustments to provisions for abandonment established by the Group 
which would affect future financial results. The use of other funds to satisfy such abandonment costs may 
impair the Group’s ability to focus capital investment in other areas of its business, which could materially 
and adversely affect the Group’s business, results of operations, financial condition or prospects. 

Title to assets 
The Group’s actual interest in its current or future properties may vary from its records. Although title reviews 
may be conducted prior to the purchase of oil and natural gas producing properties or the commencement 
of drilling wells, such reviews do not guarantee or certify that an unforeseen defect in the chain of title will 
not arise. If a title defect does exist, it is possible that Southern Energy may lose all or a portion of the 
properties to which the title defect relates, which may have a material adverse effect on the Group’s business, 
financial condition, results of operations and prospects. There may be valid challenges to title, or proposed 
legislative changes which affect title, to the oil and natural gas properties Southern Energy controls that, if 
successful or made into law, could impair the Group’s activities on them and result in a reduction of the 
revenue received by Southern Energy. 

Vendors of oil and gas interests have not in the past and may not in the future warrant title to assets acquired 
by Southern Energy in the United States. The nature of the oil and gas leasing and title regime in the US 
basins in which Southern Energy will hold an interest is such that interests in large tracts of acreage may be 
represented by hundreds or thousands of leases and obtaining absolute confirmation of chain of title would 
be time consuming and expensive. Southern Energy will conduct such title reviews in connection with its 
principal properties as it believes are commensurate with the value of such properties and will conduct an 
extensive title review of a particular area prior to commencement of drilling. However, there can be no 
assurance of title. Title may be subject to unregistered liens and other defects which, if affecting a core area, 
could have a material adverse effect on Southern Energy, its financial condition, results of operations 
and prospects. 

Condition of assets 
The Group seeks to optimise or refurbish producing assets where possible to maximise the efficiency of its 
operations while avoiding significant expenses associated with purchasing new equipment. 

The Group’s assets require ongoing maintenance to ensure continued operational integrity. There can be 
no guarantee that the Group’s assets or the assets used by the Group will continue to operate without fault 
and not suffer material damage through, for example, wear and tear, severe weather conditions, natural 
disasters or industrial accidents. If the Group’s assets or the assets used by the Group do not operate at or 
above expected efficiencies, the Group may be required to invest substantial expenditure beyond the 
amounts budgeted. Any material damage to these assets or significant capital expenditure on these assets 
for improvement or maintenance may have a material adverse effect on the Group’s business, results of 
operations, financial condition or prospects. In addition, as with planned operating and capital expenditure, 
there is no guarantee that the amounts expended will ensure continued operation without fault or address 
the effects of wear and tear, severe weather conditions, natural disasters or industrial accidents. 

Project risks 
The Group manages and participates in a variety of small and large projects in the conduct of its business. 
Project delays may delay expected revenues from operations. Project cost estimates may not be accurate 
due to a lack of history of comparable projects. Furthermore, significant project cost over runs could make 
a project uneconomic. 

The Group’s ability to execute projects and market oil and natural gas will depend upon numerous factors 
beyond its control, including the availability of processing capacity, the availability and proximity of pipeline 
capacity, the availability of storage capacity, the supply of and demand for oil and natural gas, the availability 
of alternative fuel sources; the effects of inclement weather; the availability of drilling and related equipment, 
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unexpected cost increases; accidental events, currency fluctuations, changes in regulations, the availability 
and productivity of skilled labour, and the regulation of the oil and natural gas industry by various levels of 
government and governmental agencies. 

Because of these factors, the Group could be unable to execute projects on time, on budget or at all, and 
may not be able effectively to market the oil and natural gas that it produces. 

Insurance 
The Group’s involvement in the exploration for and development of oil and gas properties may result in the 
Group becoming subject to liability for pollution, blow outs, property damage, personal injury or other 
hazards. Although the Group has insurance coverage and generally expects to obtain insurance in 
accordance with industry standards to address such risks, such insurance has limitations on liability that 
may not be sufficient to cover the full extent of such liabilities. In addition, such risks may not, in all 
circumstances be insurable or, in certain circumstances, Southern Energy may elect not to obtain insurance 
to deal with specific risks due to the high premiums associated with such insurance or for other reasons. 
The payment of such uninsured liabilities would reduce the funds available to the Group. The occurrence of 
a significant event that the Group is not fully insured against, or the insolvency of the insurer of such event, 
could have a material adverse effect on the Group’s financial position, results of operations or prospects. 

 

Cost of new technologies 
The oil and gas industry is characterized by rapid and significant technological advancements and 
introductions of new products and services utilizing new technologies. Other oil companies may have greater 
financial, technical and personnel resources that allow them to enjoy technological advantages and may in 
the future allow them to implement new technologies before Southern Energy. There can be no assurance 
that the Group will be able to respond to such competitive pressures and implement such technologies on 
a timely basis or at an acceptable cost. One or more of the technologies currently utilised by Southern 
Energy or implemented in the future may become obsolete. In such case, the Group’s business, financial 
condition and results of operations could be materially adversely affected. If Southern Energy is unable to 
utilize the most advanced commercially available technology, its business, financial condition and results of 
operations could be materially adversely affected. 

 

Climate change legislation, protests and reduced demand 
Continued public concern regarding climate change, the extent to which it is caused by human activity and 
potential mitigation through regulation could have a material impact on the Group’s business. International 
agreements, national and regional legislation, and regulatory measures to limit greenhouse gas (“GHG”) 
emissions are currently in place or in various stages of discussion or implementation. Given that certain of 
the Group’s operations are associated with emissions of GHGs, these and other GHG emissions-related 
laws, policies and regulations may result in substantial capital, compliance, operating and maintenance 
costs. The level of expenditure required to comply with these laws and regulations is uncertain and is 
expected to vary depending on the laws enacted by particular countries. 

The emission reduction targets and other provisions of legislative or regulatory initiatives and policies enacted 
in the future by the United States or states in which the Group operates, could adversely impact the Group’s 
business by imposing increased costs in the form of higher taxes or rises in the prices of emission 
allowances, limiting the Group’s ability to develop new gas and oil reserves, transport hydrocarbons through 
pipelines or other methods to market, decreasing the value of the Group’s assets, or reducing the demand 
for hydrocarbons and refined petroleum products. 

In addition, the Group may be subject to activism from groups campaigning against fossil fuel extraction, 
which could affect the Group’s reputation, disrupt its campaigns or programs, require the Group to incur 
significant, unplanned expense to respond or react to intentionally disruptive campaigns, result in limitations 
or restrictions on certain sources of funding (including investment from current or other potential investors 
as well as funding from commercial banks), create blockades to interfere with operations or otherwise 
negatively impact the Group’s business or prospects. 

Further, fuel conservation measures, alternative fuel requirements, increasing consumer demand for 
alternatives to oil and natural gas, and technological advances in fuel economy and energy generation 
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devices could reduce the demand for crude oil and other liquid hydrocarbons. The Group cannot predict 
the impact of changing demand for oil and natural gas products, and any major changes may have a material 
adverse effect on the Group’s business, financial condition, results of operations and cash flows. 

Reserve replacement 
The Group’s future oil and natural gas reserves, production, and cash flows to be derived therefrom will be 
dependent on Southern Energy successfully acquiring or discovering new reserves. 

Without the continual addition of new reserves, any existing reserves Southern Energy may have at any 
particular time and the production therefrom will decline over time as such existing reserves are exploited. 

The future increase in the Group’s reserves will depend not only on its ability to develop any properties it 
may have from time to time, but also on its ability to select and acquire suitable producing properties or 
prospects. 

There can be no assurance that the Group’s future exploration and development efforts will result in the 
discovery and development of additional commercial accumulations of oil and natural gas. 

Acquisitions and disposals 
The Group expects to make acquisitions and dispositions of businesses and assets. Achieving the benefits 
of these acquisitions will depend in part on successfully consolidating functions and integrating operations 
and procedures in a timely and efficient manner, as well as realizing the anticipated growth opportunities 
and synergies from combining the acquired businesses and operations with those of the Group. The 
integration of acquired businesses may require substantial management effort, time and resources and may 
divert management’s focus from other strategic opportunities and operational matters. 

In addition, the Group may be subject to growth related risks including capacity constraints and pressure 
on its internal systems and controls. The ability of Southern Energy to manage growth effectively will require 
it to continue to implement and improve its operational and financial systems and to expand, train and 
manage its employee base. The inability of Southern Energy to deal with this growth could have a material 
adverse impact on its business, operations and prospects. 

The Group’s management will assess the value and contribution of individual properties and other assets. 
In this regard, non-core assets are expected to be periodically disposed of, so that Southern Energy can 
focus its efforts and resources more efficiently. Depending on the state of the market, certain non-core 
assets, if disposed of, could realize less than their carrying amount on the financial statements of the Group. 

Competition 
The Group actively competes for acquisitions, exploration leases, licences and concessions and skilled 
industry personnel with a substantial number of other oil and gas companies, many of which have 
significantly greater financial resources than Southern Energy. The Group’s competitors will include major 
integrated oil and natural gas companies and numerous other independent oil and natural gas companies 
and individual producers and operators. 

The oil and gas industry is highly competitive. The Group’s competitors for the acquisition, exploration, 
production and development of oil and natural gas properties, and for capital to finance such activities 
include companies that have greater financial and personnel resources available to them than 
Southern Energy. 

Southern Energy’s ability to successfully bid on and acquire additional property rights, to discover reserves, 
to participate in drilling opportunities and to identify and enter into commercial arrangements with customers 
will be dependent upon developing and maintaining close working relationships with its future industry 
partners and joint operators and its ability to select and evaluate suitable properties and to consummate 
transactions in a highly competitive environment. 
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Reliance on key personnel 
The Group’s success depends in large measure on certain key personnel. Although the Group has key 
person insurance coverage, the loss of the services of such key personnel may have a material adverse 
effect on the Group’s business, financial condition, results of operations and prospects. The Company’s 
senior management may resign from their positions with the Company by providing 14 days’ advance written 
notice, and accordingly may leave the Company on short notice. In addition, the competition for qualified 
personnel in the oil and natural gas industry is intense and there can be no assurance that Southern Energy 
will be able to attract and retain all personnel necessary for the development and operation of its business. 

Hedging 
From time to time, the Group may enter into agreements to receive fixed prices on its oil and natural gas 
production to offset the risk of revenue losses if commodity prices decline; however, in that case, if 
commodity prices increase beyond the levels set in such agreements, the Group will not benefit from those 
increases. 

Litigation 
From time to time, the Group may be subject, directly or indirectly, to litigation arising out of its operations 
and the regulatory environments in its areas of operations. 

Categories of litigation that the Group may face include actions by royalty owners over payment disputes, 
contract claims, personal injury claims and property related claims, including claims over property damage, 
trespass or nuisance. 

Although the Group currently faces no material litigation, there can be no guarantee that the past, current 
or future actions of the Group will not result in litigation and/or potential liability for damages since there 
have been a number of cases where the rights and obligations of natural resource companies have been 
the subject of litigation and the oil and natural gas industry, as with all industries, may be subject to legal 
claims, both with and without merit, from time to time. Damages claimed under such litigation may be 
material or may be indeterminate, and the outcome of such litigation may materially impact the Group’s 
business, results of operations, financial condition or prospects. While the Group assesses the merits of 
each lawsuit and defends itself accordingly, it may be required to incur significant expenses or devote 
significant resources to defending against litigation, even with respect to claims that have no merit. In 
addition, the adverse publicity surrounding litigation could have a material adverse effect on the Group’s 
business. 

Seasonality and weather conditions 
The level of activity in the oil and gas industry is influenced by seasonal weather patterns. Wet weather and 
spring thaw may make the ground unstable. Consequently, transportation departments enforce road bans 
that restrict the movement of rigs and other heavy equipment, thereby reducing activity levels. Southern 
Energy’s operations may be subjected to adverse weather conditions such as hurricanes, flooding and 
tropical storms in and around the Gulf of Mexico that can damage oil and natural gas facilities and delivery 
systems and disrupt operations, which can also increase costs and have a negative effect on Southern 
Energy’s results of operations. 

There can be no assurance that these seasonal factors will not adversely affect the timing and scope of 
Southern Energy’s exploration and development activities, which could in turn have a material adverse 
impact on Southern Energy’s business, operations and prospects. 

IT and cyber-security 
The Group depends on digital technology, among other things, to process and record financial and operating 
data; communicate with its employees and business partners; analyse seismic and drilling information; and 
estimate quantities of oil and gas resources and reserves. Accordingly, the Group is susceptible to cyber 
incidents (both deliberate and unintentional). 
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The unauthorised release, gathering, monitoring, misuse, loss or destruction of proprietary and other 
information could disrupt the Group’s business plans and negatively impact its operations in a number of 
ways. As cyber threats continue to evolve, the Group may be required to expend significant additional 
resources to continue to modify or enhance its protective measures or to investigate and remediate any 
information security vulnerabilities. 

Third party credit risk 
The Group is exposed to third party credit risk through its contractual arrangements with joint venture 
partners, marketers of its petroleum and natural gas production, counterparts to its financial arrangements, 
including its hedging activities and other parties. 

In the event that any such entity failed to meet its contractual obligations to the Group, such failures could 
have a material adverse effect on the Group and its cash flow from operations. 

In addition, poor credit conditions in the industry and of joint venture partners may impact a joint venture 
partner’s willingness to participate in the Group’s ongoing capital program, potentially delaying the program 
and the results of such program until Southern Energy finds a suitable alternative partner. 

Exchange rates and capital repatriation 
Southern Energy is subject to the risk that currencies will not be convertible at satisfactory rates, that 
fluctuations in the conversion rates between Canadian and US currencies may result in higher general and 
administrative expenses or may not accurately reflect the relative value of goods and services available or 
required. The Group’s capital funding is generally raised in Canadian dollars whereas the majority of Southern 
Energy’s expenditures will be typically incurred in other currencies and therefore currency fluctuations could 
have a material impact on Southern Energy’s results of operations. The exchange rates between the 
Canadian and US currencies have varied substantially recently. The Group does not currently anticipate 
using exchange rate derivatives to manage exchange rate risks. 

As of the date hereof, there are no significant restrictions on the repatriation of capital and distribution of 
earnings that will affect Southern Energy’s US operations. There can be no assurance, however, that 
restrictions on repatriation of capital or distributions of earnings will not affect Southern Energy in the future. 

Taxation of the Group 
There can be no certainty that the current taxation regime within which the Group currently operates or may 
operate in the future will remain in force or that the current levels of corporation taxation will remain 
unchanged. 

For example, in the US certain localities maintain a severance or impact tax on the removal of oil and natural 
gas from the ground. Such tax rates may be increased or new severance or impact taxes implemented. 

In addition, the Group has, to date, been able to offset its tax burden against net operating losses. 

The nature and amount of tax which members of the Group expect to pay and the reliefs expected to be 
available to any member of the Group are each dependent upon several assumptions, any one of which 
may change and which would, if so changed, affect the nature and amount of tax payable and reliefs 
available. 

In particular, the nature and amount of tax payable is dependent on the availability of relief under tax treaties 
and is subject to changes to the tax laws or practice in any of the jurisdictions affecting the Group. Any 
limitation in the availability of relief under these treaties, any change in the terms of any such treaty or any 
changes in tax law, interpretation or practice could increase the amount of tax payable by the Group. 

The Group is subject to income taxes in the US and Canada, and its domestic and international tax liabilities 
are subject to the allocation of expenses in differing jurisdictions. The Group’s effective tax rate could be 
adversely affected by changes in the mix of earnings and losses in countries with differing statutory tax 
rates, certain non-deductible expenses arising from stock option compensation, the valuation of deferred 
tax assets and liabilities and changes in federal, state or international tax laws and accounting principles. 
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As the Group’s parent company is a Canadian entity with operations and assets in the US, any changes in 
US federal tax law or tax rulings unfavourable to the Group structure related to non US owned parent 
companies could negatively impact the Group’s effective tax rate and cash flows. 

 

RISKS RELATING TO THE COMMON SHARES 
Active trading market 
The liquidity of the Common Shares on AIM and the TSXV will be influenced by a large number of factors, 
some specific to the Group and its operations and others outside its control and unrelated to the Group’s 
operating performance, such as the operating and share price performance of other companies that 
investors may consider comparable to the Company, speculation about the Company in the press or the 
investment community, strategic actions by competitors, changes in market conditions and regulatory 
changes in any number of countries. 

There is no current UK market for the Common Shares and no new Common Shares are being issued by 
the Company on Admission. There can be no guarantee that, following Admission, an active trading market 
for the Common Shares will develop on AIM or, if developed, that it will be maintained or that Admission will 
result in an increase in the liquidity of the Common Shares. 

Dilution of holders of Common Shares 
The Group may seek to raise financing to fund future acquisitions and other growth opportunities. The 
Company may, for these and other purposes, issue additional equity or convertible equity securities. As a 
result, existing holders of Common Shares may suffer dilution in their percentage ownership or the market 
price of the Common Shares may be adversely affected. 

The Company has issued options under its Stock Option Plan and has issued the Warrants and the Debentures 
representing approximately 50 per cent. of the fully-diluted share capital of the Company. The Company may, 
in the future, issue further options, warrants or convertible debentures. The exercise or conversion of any such 
options, warrants or bonds would result in a dilution of the holdings of other Shareholders. 

In addition, the Company may decide to offer additional Common Shares in the future. Subject to any 
applicable pre-emption rights, any future issues of Common Shares by the Company may have a dilutive 
effect on the holdings of Shareholders and could have a material adverse effect on the market price of 
Common Shares as a whole. 

Consolidation of Common Shares 
There can be no guarantee that the Company will complete the consolidation of its Common Shares which 
it has undertaken to complete before 31 December 2021 or, if it does, that the trading price of the Common 
Shares will increase as a result of the consolidation. 

Changing investor sentiment 
A number of factors, including the concerns of the effects of the use of fossil fuels on climate change, 
concerns of the impact of oil and gas operations on the environment, concerns of environmental damage 
relating to spills of petroleum products during transportation and concerns of indigenous rights, have affected 
certain investors’ sentiments towards investing in the oil and gas industry. As a result of these concerns, 
some institutional, retail and public investors have announced that they no longer are willing to fund or invest 
in oil and gas properties or companies or are reducing the amount thereof over time. In addition, certain 
institutional investors are requesting that issuers develop and implement more robust social, environmental 
and governance policies and practices. Developing and implementing such policies and practices can 
involve significant costs and require a significant time commitment from the Group, its management and 
employees. Failing to implement the policies and practices as requested by institutional investors may result 
in such investors reducing their investment in the Company or not investing in the Company at all. Any 
reduction in the investor base interested or willing to invest in the oil and gas industry and more specifically, 
the Company, may result in limiting the Company’s access to capital, increasing the cost of capital, and 
decreasing the price and liquidity of the Common Shares. 

A11, 2.1



Investment risk 
An investment in a quoted company is highly speculative, involves a considerable degree of risk and is 
suitable only for persons or entities which have substantial financial means and who can afford to hold their 
ownership interests for an indefinite amount of time or to lose their investment principal. Potential investors 
should also consider the risks that relevant to the industry in which the Group operates. 

Application will be made for the Common Shares to be admitted to trading on AIM, a market primarily for 
emerging or smaller companies. The AIM Rules for Companies are less onerous than those of the Official 
List and an investment in shares that are traded on AIM may likely to carry a higher risk than an investment 
in shares listed on the Official List.
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June 25, 2021 
 
 
 
 
Mr. Gary McMurren 
Southern Energy Corp. 
333 7th Avenue SW, Suite 2400 
Calgary AB T2P 2Z1 
Canada 
 
Dear Mr. McMurren: 
 
In accordance with your request, we have estimated the proved and probable reserves and future revenue, as of 
April 1, 2021, to the Southern Energy Corp. (Southern) interest in certain oil and gas properties located in Alabama 
and Mississippi.  The preparation date of this Competent Person's Report (report) is May 17, 2021; we did not 
consider any geological, engineering, or financial data for this evaluation after that date.  This report has been 
prepared using escalated price and cost parameters specified by Southern, referred to as the Base Case, as 
discussed in subsequent paragraphs of this letter.   
 
This report has been prepared in accordance with the AIM Rules for Companies, specifically to the content 
requirements in Appendix 2 and the summaries set out in Appendices 1 and 3 in the "Note for Mining and Oil & Gas 
Companies – June 2009", as well as in accordance with the definitions and guidelines set forth in Canadian National 
Instrument 51-101—Standards of Disclosure for Oil and Gas Activities and the Canadian Oil and Gas Evaluation 
Handbook (COGEH).  However, this report does not contain all the supplemental data required by NI 51-101 and 
the COGEH.  Definitions are presented immediately following this letter.  Following the definitions are certificates 
of qualification for the primary evaluators who contributed to this report and a list of abbreviations used in this report.  
This report has been prepared for use by Southern in connection with its planned filing of an application for listing 
on the London Stock Exchange.  In our opinion the assumptions, data, methods, and procedures used in the 
preparation of this report are appropriate for such purpose.   
 
We estimate the company reserves to the Southern interest in these properties, as of April 1, 2021, to be: 
 

  Company Reserves 
        Conventional 
  Light/Medium Oil  Condensate  NGL  Natural Gas 
  (Mbbl)  (Mbbl)  (Mbbl)  (MMcf) 

Category  Gross  Net  Gross  Net  Gross  Net  Gross  Net 
                 
Proved Developed Producing  160.6  125.5  176.6  140.4  073.3  059.5  27,623.7  21,740.0 
Proved Developed Non-Producing  067.0  052.3  097.4  075.3  018.1  014.7  12,558.9  09,706.8 
Proved Undeveloped  000.0  000.0  312.2  254.5  158.4  129.1  15,686.2  12,787.5 
                 
 Total Proved  227.5  177.7  586.2  470.2  249.7  203.2  55,868.8  44,234.4 
                 
Probable  064.3  050.9  083.0  066.1  024.6  020.0  06,558.6  05,119.4 
                 
 Proved + Probable  291.9  228.7  669.3  536.4  274.4  223.2  62,427.5  49,353.8 
 
Totals may not add because of rounding. 
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We estimate the future net revenue before income taxes, discounted at 0, 5, 10, 15, and 20 percent, to the Southern 
interest in these properties, as of April 1, 2021, to be: 
 
  Future Net Revenue 
  Before Income Taxes (USM$) 
  Discounted   Discounted  Discounted  Discounted  Discounted 

Category  at 0%  at 5%  at 10%  at 15%  at 20% 
           
Proved Developed Producing  34,233.5  26,867.1  22,317.8  19,235.7  17,006.2 
Proved Developed Non-Producing  15,195.3  09,283.0  06,579.5  04,954.9  03,859.7 
Proved Undeveloped  24,440.2  15,633.1  10,047.1  06,386.2  03,920.5 
           
 Total Proved  73,869.0  51,783.3  38,944.3  30,576.9  24,786.4 
           
Probable  14,560.5  08,820.0  05,878.3  04,233.0  03,239.4 
           
 Proved + Probable  88,429.5  60,603.2  44,822.6  34,809.9  28,025.7 
 
Totals may not add because of rounding. 
 
Oil, condensate, and natural gas liquids (NGL) volumes are expressed in thousands of barrels (Mbbl); a barrel is 
equivalent to 42 United States gallons.  Gas volumes are expressed in millions of cubic feet (MMcf) at standard 
temperature and pressure bases.  Oil equivalent volumes shown in this report are expressed in barrels of oil 
equivalent (BOE), determined using the ratio of 6 thousand cubic feet (Mcf) of gas to 1 barrel of liquids.  BOE, or 
other applicable units of equivalency, may be misleading, particularly if used in isolation.  Monetary values shown 
in this report are expressed in United States dollars (US$) or thousands of United States dollars (USM$). 
 
Reserves categorization conveys the relative degree of certainty; reserves subcategorization is based on 
development and production status.  No study was made to determine whether possible reserves, contingent 
resources, or prospective resources might be established for these properties.  This report does not include any 
value that could be attributed to interests in undeveloped acreage beyond those tracts for which undeveloped 
reserves have been estimated.  All reserves estimates presented in this report are limited to a 50-year life from the 
as-of date of this report. 
 
As shown in the Table of Contents, this report includes summary projections of reserves and revenue by reserves 
category, a technical discussion, and pertinent figures.   
 
Company gross revenue shown in this report is Southern's share of the gross (100 percent) revenue from the 
properties prior to any deductions.  Future net revenue is after deductions for Southern's share of royalty burdens, 
property and mineral taxes, capital costs, abandonment and reclamation costs, and operating expenses but before 
consideration of any income taxes.  For the purposes of this report, property and mineral taxes consist of production 
taxes.  The future net revenue has been discounted at annual rates of 0, 5, 10, 15, and 20 percent to determine its 
present worth, which is shown to indicate the effect of time on the value of money.  Future net revenue presented 
in this report, whether discounted or undiscounted, should not be construed as being the fair market value of the 
properties. 
 
As requested, this report has been prepared using Base Case oil, condensate, NGL, and gas prices.  Oil, 
condensate, and NGL prices are based on the average of four forecasts of NYMEX West Texas Intermediate near-
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month prices prepared by Canadian independent consultants and are adjusted by field for quality, transportation 
fees, and market differentials.  Gas prices are based on the average of four forecasts of NYMEX Henry Hub near-
month prices prepared by Canadian independent consultants and are adjusted by field for energy content, 
transportation fees, and market differentials.  These average forecasts of prices are effective April 1, 2021.  
Sensitivities using Low and High Price Cases are further detailed in the Technical Discussion section of this report.  
All prices for the Base Case, before adjustments, along with escalation parameters are shown in the following table: 
 

  Oil, Condensate,   
Period   and NGL Price   Gas Price 
Ending  (US$/bbl)  (US$/MMBtu) 

     
12-31-2021  59.25  2.75 
12-31-2022  57.47  2.86 
12-31-2023  56.02  2.92 
12-31-2024  57.14  2.99 
12-31-2025  58.29  3.05 
12-31-2026  59.45  3.11 
12-31-2027  60.65  3.17 
12-31-2028  61.86  3.24 
12-31-2029  63.09  3.30 
12-31-2030  64.36  3.36 
     

Thereafter, escalated 2 percent on January 1 of 
each year. 

 
Operating costs used in this report are based on operating expense records of Southern.  For the nonoperated 
properties, these costs include the per-well overhead expenses allowed under joint operating agreements along 
with estimates of costs to be incurred at and below the district and field levels.  As requested, operating costs for 
the operated properties include only direct lease- and field-level costs.  Operating costs have been divided into per-
well costs and per-unit-of-production costs.  For all properties, headquarters general and administrative overhead 
expenses of Southern are not included.  Operating costs are held constant through December 31, 2021, and then 
escalated 2 percent on January 1 of each year throughout the lives of the properties.  Sensitivities using Low and 
High Operating Expense Cases are further detailed in the Technical Discussion section of this report. 
 
Capital costs used in this report were provided by Southern and are based on authorizations for expenditure and 
actual costs from recent activity.  Capital costs are included as required for workovers, new development wells, and 
production equipment.  Based on our understanding of future development plans, a review of the records provided 
to us, and our knowledge of similar properties, we regard these estimated capital costs to be reasonable.  
Abandonment and reclamation costs used in this report are Southern's estimates of reclamation costs and the costs 
to abandon the wells and production facilities, net of any salvage value.  For leases that are projected to be active 
on or after April 1, 2021, net abandonment and reclamation costs are scheduled to be incurred 2 years after the 
end of the economic life of the lease.  For leases that are projected to be no longer active or are uneconomic as of 
April 1, 2021, net abandonment and reclamation costs are scheduled to be incurred over the next 20 years.  Capital 
costs and abandonment and reclamation costs are held constant through December 31, 2021, and then escalated 
2 percent per year to the date of expenditure. 
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For the purposes of this report, we did not perform any field inspection of the properties, nor did we examine the 
mechanical operation or condition of the wells and facilities.  Based on the information used in our analysis, it is our 
opinion that a field visit was not required and would not materially affect our evaluation.  We have not investigated 
possible environmental liability related to the properties; therefore, our estimates do not include any costs due to 
such possible liability.   
 
We have made no investigation of potential volume and value imbalances resulting from overdelivery or 
underdelivery to the Southern interest.  Therefore, our estimates of reserves and future revenue do not include 
adjustments for the settlement of any such imbalances; our projections are based on Southern receiving its net 
interest share of estimated future gross production.  Additionally, we have made no specific investigation of any 
firm transportation contracts that may be in place for these properties; our estimates of future revenue include the 
effects of such contracts only to the extent that the associated fees are accounted for in the historical field- and 
lease-level accounting statements. 
 
The reserves shown in this report are estimates only and should not be construed as exact quantities.  Proved 
reserves are those reserves which can be estimated with a high degree of certainty to be recoverable; probable 
reserves are those additional reserves which are less certain to be recovered than proved reserves.  Possible 
reserves are those additional reserves which are less certain to be recovered than probable reserves.  Estimates 
of reserves may increase or decrease as a result of market conditions, future operations, changes in regulations, 
or actual reservoir performance.  In addition to the primary economic assumptions discussed herein, our estimates 
are based on certain assumptions including, but not limited to, that the properties will be developed consistent with 
current development plans as provided to us by Southern, that the properties will be operated in a prudent manner, 
that no governmental regulations or controls will be put in place that would impact the ability of the interest owner 
to recover the reserves, and that our projections of future production will prove consistent with actual performance.  
If the reserves are recovered, the revenues therefrom and the costs related thereto could be more or less than the 
estimated amounts.  Because of governmental policies and uncertainties of supply and demand, the sales rates, 
prices received for the reserves, and costs incurred in recovering such reserves may vary from assumptions made 
while preparing this report.   
 
For the purposes of this report, we used technical and economic data including, but not limited to, well logs, geologic 
maps, well test data, production data, historical price and cost information, and property ownership interests.  The 
reserves in this report have been estimated using deterministic methods; these estimates have been prepared in 
accordance with generally accepted petroleum engineering and evaluation principles set forth in the standards 
pertaining to the estimating and auditing of oil and gas reserves information included in the COGEH (COGEH 
Standards).  We used standard engineering and geoscience methods, or a combination of methods, including 
performance analysis, volumetric analysis, and analogy, that we considered to be appropriate and necessary to 
classify, categorize, and estimate reserves in accordance with the COGEH definitions and guidelines.  As in all 
aspects of oil and gas evaluation, there are uncertainties inherent in the interpretation of engineering and 
geoscience data; therefore, our conclusions necessarily represent only informed professional judgment. 
 
The data used in our estimates were obtained from Southern, public data sources, and the nonconfidential files of 
Netherland, Sewell & Associates, Inc. and were accepted as accurate.  Supporting work data are on file in our 
office.  We have not examined the titles to the properties or independently confirmed the actual degree or type of 
interest owned.  The technical persons primarily responsible for preparing the estimates presented herein meet the 
requirements regarding qualifications, independence, objectivity, and confidentiality set forth in the COGEH 

77



 

Standards.  We are independent petroleum engineers, geologists, geophysicists, and petrophysicists; we do not 
own an interest in these properties nor are we employed on a contingent basis. 

 
 Sincerely, 
 
 NETHERLAND, SEWELL & ASSOCIATES, INC. 
 Texas Registered Engineering Firm F-2699 
 
 
    
   By:   
   C.H. (Scott) Rees III, P.E. 
   Chairman and Chief Executive Officer 
 
 
 
 
    
By:   By:   
 Chad E. Ireton, P.E. 115760  Edward C. Roy III, P.G. 2364 
 Vice President  Vice President 
 
 
Date Signed:  June 25, 2021 Date Signed:  June 25, 2021 
 
 
CEI:NPD 
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CERTIFICATE OF QUALIFICATION 
 
 
 

I, Chad E. Ireton, Licensed Professional Engineer, 1301 McKinney Street, Suite 3200, Houston, Texas 
77010, hereby certify: 
 

I am an employee of Netherland, Sewell & Associates, Inc., which prepared a detailed 
analysis of certain oil and gas properties of Southern Energy Corp.  The effective date of 
this evaluation is April 1, 2021. 
 
I do not have, nor do I expect to receive, any direct or indirect interest in the securities of 
Southern Energy Corp. or its affiliated companies. 
 
I attended the University of Tulsa, and I graduated in 2000 with a Bachelor of Science 
Degree in Petroleum Engineering; I am a Licensed Professional Engineer in the State of 
Texas, United States of America; and I have in excess of 20 years of experience in 
petroleum engineering studies and evaluations. 
 
A personal field inspection of the properties was not made; however, such an inspection 
was not considered necessary in view of the information available from public information 
or records, the files of Southern Energy Corp., and the appropriate provincial or state 
regulatory authorities. 

 
 

  
By: _________________________________________ 
 Chad E. Ireton, P.E. 
 Vice President 
 Texas License No. 115760 
 
 
 
June 25, 2021 
Houston, Texas 
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CERTIFICATE OF QUALIFICATION 
 
 
 

I, Edward C. Roy III, Licensed Professional Geoscientist, 1301 McKinney Street, Suite 3200, Houston, 
Texas 77010, hereby certify: 
 

I am an employee of Netherland, Sewell & Associates, Inc., which prepared a detailed 
analysis of certain oil and gas properties of Southern Energy Corp.  The effective date of 
this evaluation is April 1, 2021. 
 
I do not have, nor do I expect to receive, any direct or indirect interest in the securities of 
Southern Energy Corp. or its affiliated companies. 
 
I attended Texas Christian University and graduated in 1992 with a Bachelor of Science 
Degree in Geology, and I attended Texas A&M University and graduated in 1998 with a 
Master of Science Degree in Geology; I am a Licensed Professional Geoscientist in the 
State of Texas, United States of America; and I have in excess of 23 years of experience 
in geological and geophysical studies and evaluations. 
 
A personal field inspection of the properties was not made; however, such an inspection 
was not considered necessary in view of the information available from public information 
or records, the files of Southern Energy Corp., and the appropriate provincial or state 
regulatory authorities. 

 
 

  
By: _________________________________________ 
 Edward C. Roy III, P.G. 
 Vice President 
 Texas License No. 2364 
 
 
 
June 25, 2021 
Houston, Texas 
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ABBREVIATIONS 
 
 
 

 

%  percent 
bbl  barrels 
BOE  barrels of oil equivalent 
BOE/d  barrels of oil equivalent per day 
COGEH  Canadian Oil and Gas Evaluation Handbook 
COGEH Standards 

 

Standards Pertaining to the Estimating and Auditing of Oil and Gas 
Reserves Information included in the Canadian Oil and Gas Evaluation 
Handbook 

LKG  lowest known gas 
Mbbl  thousands of barrels 
Mcf  thousands of cubic feet 
MMBtu  millions of British thermal units 
MMcf  millions of cubic feet 
NGL  natural gas liquids 
NSAI  Netherland, Sewell & Associates, Inc. 
present worth  future net revenue discounted at 10 percent 
report  Competent Person's Report 
Southern  Southern Energy Corp. 
US$  United States dollars 
USM$  thousands of United States dollars 
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TECHNICAL DISCUSSION 
PROVED AND PROBABLE RESERVES 

ALABAMA AND MISSISSIPPI 
 
 

1.0 GENERAL OVERVIEW _________________________________________________________  

Netherland, Sewell & Associates, Inc. (NSAI) has estimated the proved and probable reserves and future 
revenue, as of April 1, 2021, to the Southern Energy Corp. (Southern) interest in certain oil and gas 
properties located in Alabama and Mississippi in the United States.  A location map is shown on Figure 1. 

This Competent Person's Report (report) has been prepared in accordance with the AIM Rules for 
Companies, specifically to the content requirements in Appendix 2 and the summaries set out in 
Appendices 1 and 3 in the "Note for Mining and Oil & Gas Companies – June 2009", as well as in 
accordance with the definitions and guidelines set forth in Canadian National Instrument 51-101—
Standards of Disclosure for Oil and Gas Activities and the Canadian Oil and Gas Evaluation Handbook 
(COGEH).   

For the purposes of this report, we used technical and economic data including, but not limited to, well logs, 
geologic maps, well test data, production data, historical price and cost information, and property ownership 
interests.  The reserves in this report have been estimated using deterministic methods; these estimates 
have been prepared in accordance with generally accepted petroleum engineering and evaluation 
principles set forth in the standards pertaining to the estimating and auditing of oil and gas reserves 
information included in the COGEH.  We used standard engineering and geoscience methods, or a 
combination of methods, including performance analysis, volumetric analysis, and analogy, that we 
considered to be appropriate and necessary to classify, categorize, and estimate reserves in accordance 
with the COGEH definitions and guidelines.  As in all aspects of oil and gas evaluation, there are 
uncertainties inherent in the interpretation of engineering and geoscience data; therefore, our conclusions 
necessarily represent only informed professional judgment. 

2.0 REGIONAL GEOLOGY _________________________________________________________  

Oil and gas production occurs in two distinct geologic regions across Alabama and Mississippi, the 
Mississippi Interior Salt Basin and the Black Warrior Basin.  A map showing the regional geologic features 
is shown on Figure 2.  The Mississippi Interior Salt Basin is the most productive basin in the northeastern 
Gulf Coast Region, with cumulative production of more than 1.5 billion barrels of oil and 6.5 trillion cubic 
feet of gas.  This basin is located on the northern flank of the Gulf Coastal plain and covers a total area of 
approximately 6,000 square miles.  The Mississippi Interior Salt Basin extends from northeastern Louisiana 
to southwestern Alabama, with an average width of 125 miles.  The basin comprises an interior tectonic 
depression with well-defined structural borders, which suggests that the subsidence was controlled, in part, 
by the basement structures inherited from the Mesozoic rift episode associated with the opening of the Gulf 
of Mexico.  

The most productive reservoirs are Lower Cretaceous sandstones and carbonates and Upper Cretaceous 
sandstones.  A stratigraphic column of the Mississippi Interior Salt Basin is shown on Figure 3.  The most 
prolific producing zones are the Selma Chalk; the Eutaw, Tuscaloosa, Sligo, and Hosston Formations; the 
Cotton Valley Group; and the Upper Jurassic Smackover Formation.  Principal structures within the basin 
include normal faults, local structural depressions, and a variety of salt features including salt ridges, 
anticlines, piercement domes, withdrawal basins, and turtle structures.  The geologic morphology is 
dominated by deep salt movement in much of the basin.  The Mississippi Interior Salt Basin contains at 
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least 53 Louann Salt piercement domes at depths of 6,000 feet or less.  Many of these domes pierce 
Tertiary strata and extend to stratigraphic levels as young as the Miocene.  

Smackover Formation carbonates are the oldest producing horizon in the basin and were deposited in a 
shallow ramp setting.  Cotton Valley Group deposition is identified by fluviodeltaic systems that crossed the 
basin repeatedly.  Above that, the Hosston, Rodessa, Paluxy, and Tuscaloosa intervals were major delta 
complexes, and the Selma Group was a transgressive shallow-marine deposit.  Salt tectonism is the most 
significant process in the history of the basin and is the critical factor in the development of petroleum traps 
in the region.  Louann Salt thickness is estimated to have reached 6,000 feet and the salt movement most 
likely began in the Late Jurassic. 

The Black Warrior Basin is a foreland basin in Alabama and Mississippi bounded between the Ouachita 
orogenic belt to the southwest, the Appalachian orogenic belt to the southeast, and the Nashville Dome to 
the north.  The basin is approximately 190 miles long from north to south and approximately 220 miles wide 
from east to west.  Sediment thicknesses range from 7,000 to 31,000 feet and include sediments ranging 
from Paleozoic to Cenozoic in age.  A stratigraphic column of the Black Warrior Basin is shown on Figure 4.  
Sediments dip gently to the southwest and contain numerous folds and basement-controlled faults 
throughout.  Oil and gas accumulations are found in these basement-controlled faults, stratigraphic traps, 
or a combination of structural and stratigraphic traps. 

The hydrocarbon-productive zones lie primarily in Upper Mississippian and Lower Pennsylvanian age 
fluvial, deltaic, and shallow-marine sandstone reservoirs.  Production from Southern's properties is primarily 
from the Lewis and Sanders Sandstones in the Black Warrior Basin. 

3.0 OVERVIEW OF ASSETS _______________________________________________________  

As shown on Figure 5, Southern holds more than 33,000 net acres of mineral rights that are largely held by 
production in Alabama and Mississippi.  Southern owns an interest in 244 gross producing wells and 
Southern produces approximately 2,200 barrels of oil equivalent per day of working interest production 
volumes.  Production from these wells can be classified as conventional light oil and natural gas production.   

The majority of the wellbores, production volumes, and reserves are concentrated in Mechanicsburg Field, 
Mount Olive, East Field, Gwinville Field, and Williamsburg South Field located in Central Mississippi.  Figure 
6 presents a table summarizing the proved reserves by field area for the Base Case and Figure 7 presents 
a table summarizing the proved plus probable reserves by field area for the Base Case.     

4.0 RESERVES __________________________________________________________________  

Reserves are estimated remaining quantities of commercially recoverable oil, natural gas, and related 
substances anticipated to be recoverable from known accumulations, as of a given date, based on the 
analysis of drilling, geological, geophysical, and engineering data, the use of established technology, and 
specified economic conditions, which are generally accepted as being reasonable.  Reserves are further 
categorized according to the level of certainty associated with the estimates and may be subclassified 
based on development and production status.  Proved reserves are those reserves that can be estimated 
with a high degree of certainty to be recoverable.  Probable reserves are those additional reserves that are 
less certain to be recovered than proved reserves.  Possible reserves are those additional reserves that 
are less certain to be recovered than probable reserves.  No study was made to determine whether possible 
reserves might be established for these properties.   
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We estimate the company reserves to the Southern interest in these properties, as of April 1, 2021, to be: 
 

  Company Reserves 
        Conventional 
  Light/Medium Oil  Condensate  NGL  Natural Gas 
  (Mbbl)  (Mbbl)  (Mbbl)  (MMcf) 

Category  Gross  Net  Gross  Net  Gross  Net  Gross  Net 
                 
Proved Developed Producing  160.6  125.5  176.6  140.4  073.3  059.5  27,623.7  21,740.0 
Proved Developed Non-Producing  067.0  052.3  097.4  075.3  018.1  014.7  12,558.9  09,706.8 
Proved Undeveloped  000.0  000.0  312.2  254.5  158.4  129.1  15,686.2  12,787.5 
                 
 Total Proved  227.5  177.7  586.2  470.2  249.7  203.2  55,868.8  44,234.4 
                 
Probable  064.3  050.9  083.0  066.1  024.6  020.0  06,558.6  05,119.4 
                 
 Proved + Probable  291.9  228.7  669.3  536.4  274.4  223.2  62,427.5  49,353.8 
 
Totals may not add because of rounding. 

We estimate the future net revenue before income taxes, discounted at 0, 5, 10, 15, and 20 percent, to the 
Southern interest in these properties, as of April 1, 2021, to be: 
 
  Future Net Revenue 
  Before Income Taxes (USM$) 
  Discounted   Discounted  Discounted  Discounted  Discounted 

Category  at 0%  at 5%  at 10%  at 15%  at 20% 
           
Proved Developed Producing  34,233.5  26,867.1  22,317.8  19,235.7  17,006.2 
Proved Developed Non-Producing  15,195.3  09,283.0  06,579.5  04,954.9  03,859.7 
Proved Undeveloped  24,440.2  15,633.1  10,047.1  06,386.2  03,920.5 
           
 Total Proved  73,869.0  51,783.3  38,944.3  30,576.9  24,786.4 
           
Probable  14,560.5  08,820.0  05,878.3  04,233.0  03,239.4 
           
 Proved + Probable  88,429.5  60,603.2  44,822.6  34,809.9  28,025.7 
 
Totals may not add because of rounding. 

Oil, condensate, and natural gas liquids (NGL) volumes are expressed in thousands of barrels (Mbbl); a 
barrel is equivalent to 42 United States gallons.  Gas volumes are expressed in millions of cubic feet (MMcf) 
at standard temperature and pressure bases.  Oil equivalent volumes shown in this report are expressed 
in barrels of oil equivalent (BOE), determined using the ratio of 6 thousand cubic feet (Mcf) of gas to 1 barrel 
of liquids.  BOE, or other applicable units of equivalency, may be misleading, particularly if used in isolation.  
Monetary values shown in this report are expressed in United States dollars (US$) or thousands of United 
States dollars (USM$). 

Future net revenue before and after deduction of estimated United States federal income taxes by reserves 
category for the Base Case is shown on Figure 8.  These estimates are a simplification of current tax law 
and were not prepared by a tax accountant or lawyer.  For the purposes of this report, property and mineral 
taxes consist of production taxes. 

4.1 MAJOR VALUE FIELDS 

Mechanicsburg and Mount Olive, East Fields comprise approximately 61 percent of the future net revenue 
before income taxes discounted at 10 percent (present worth) of the proved plus probable reserves and 
are considered major value fields.   
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4.1.1 Mechanicsburg Field  

Southern is the operator of and owns an average 99 percent working interest in the properties located in 
Mechanicsburg Field, Yazoo County, Mississippi.  A leasehold map is shown on Figure 9.  Mechanicsburg 
Field makes up approximately 45 percent of Southern's company gross proved plus probable reserves and 
43 percent of the present worth before income taxes.  

We estimate the company reserves to the Southern interest in Mechanicsburg Field, as of April 1, 2021, 
to be: 
 

  Company Reserves 
        Conventional 
  Light/Medium Oil  Condensate  NGL  Natural Gas 
  (Mbbl)  (Mbbl)  (Mbbl)  (MMcf) 

Category  Gross  Net  Gross  Net  Gross  Net  Gross  Net 
                 
Proved Developed Producing  00.0  00.0  085.0  069.0  071.3  057.9  07,058.1  05,734.9 
Proved Developed Non-Producing  33.1  26.9  020.3  016.5  018.1  014.7  01,788.7  01,452.0 
Proved Undeveloped  00.0  00.0  312.2  254.5  158.4  129.1  15,686.2  12,787.5 
                 
 Total Proved  33.1  26.9  417.5  340.0  247.7  201.7  24,533.0  19,974.5 
                 
Probable  16.5  13.4  054.8  044.6  022.9  018.6  02,263.4  01,842.0 
                 
 Proved + Probable  49.7  40.3  472.2  384.6  270.6  220.3  26,796.4  21,816.5 
 
Totals may not add because of rounding. 
 
We estimate the future net revenue before income taxes, discounted at 0 and 10 percent, to the Southern 
interest in Mechanicsburg Field, as of April 1, 2021, to be: 
 

  Future Net Revenue 
  Before Income Taxes (USM$) 
  Discounted   Discounted 

Category  at 0%  at 10% 
     
Proved Developed Producing  08,612.4  05,380.8 
Proved Developed Non-Producing  03,320.7  01,571.6 
Proved Undeveloped  24,440.2  10,047.1 
     
 Total Proved  36,373.2  16,999.4 
     
Probable  06,628.1  02,123.1 
     
 Proved + Probable  43,001.3  19,122.5 

 
Totals may not add because of rounding. 

4.1.1.1 Geology 

Mechanicsburg Field is located in the Gulf Coast region of the United States and is situated in the west-
central portion of the state of Mississippi, as shown on the location map on Figure 1.  The field is located in 
an area known as the Mississippi Interior Salt Basin, the geologic morphology of which is dominated by 
deep salt movement.  As the Jurassic Louann Salt flowed because of heat and pressure, it produced a 
complex array of structures including a deep-seated, salt-supported anticline that became Mechanicsburg 
Field upon discovery.  A depth structure map is shown on Figure 10; the map is contoured on the top of the 
Lower Cotton Valley Formation, which is the productive formation in the field, and shows that the structure 
is a simple four-way closure with nearly 200 feet of relief. 
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The Jurassic Lower Cotton Valley Formation, encountered at approximately 12,200 feet measured depth, 
is the producing interval at Mechanicsburg Field.  This is not a single sandstone but a thick sequence of 
interbedded sands and shales, with a gross thickness of approximately 700 to 900 feet across the field 
area.  The terrigenous clastics that compose the productive interval are derived from sources to the north 
and are interpreted to be part of a fluvial-dominated delta system associated with the ancestral Mississippi 
River. 

The productive sandstones within the field are of lower quality; therefore, fracture stimulation treatments 
are necessary to allow the wells to produce at commercial rates and quantities.  Petrophysical analysis 
performed on the open-hole well logs shows that the productive sandstones have an average porosity of 
approximately 9 percent and an average water saturation of approximately 44 percent.  Permeability in the 
productive sandstones typically ranges from 0.015 to 0.043 millidarcies.  Microfracturing of the sandstones 
due to extensional forces at the crestal portion on the structure can result in enhanced performance of wells 
high on the structural closure. 

4.1.1.2 Reserves Methodology 

Proved developed producing reserves are based on performance analysis.  Proved developed non-
producing reserves are primarily based on performance analysis.  Proved undeveloped reserves have been 
estimated for six future infill wells that will target the Lower Cotton Valley Formation.  These wells will be 
drilled offset to existing producing wells.  The proved undeveloped reserves are based on analogy and also 
include consideration for planned structural positioning for the target wells.  Probable reserves have been 
estimated for incremental reserves above the estimates of proved reserves because of alternative decline 
curve projections primarily based on performance analysis. 

Summary projections of reserves and revenue by reserves category are shown on Figures 11 to 16. 

4.1.2 Mount Olive, East Field 

Southern is the operator of and owns an average 94 percent working interest in the properties located in 
Mount Olive, East Field, Covington County, Mississippi.  A leasehold map is shown on Figure 17.  Mount 
Olive, East Field makes up approximately 11 percent of Southern's company gross proved plus probable 
reserves and 18 percent of the present worth before income taxes.   

We estimate the company reserves to the Southern interest in Mount Olive, East Field, as of April 1, 2021, 
to be: 
 

  Company Reserves 
    Conventional 
  Condensate  Natural Gas 
  (Mbbl)  (MMcf) 

Category  Gross  Net  Gross  Net 
         

Proved Developed Producing  19.3  14.6  5,391.4  4,088.1 
         

Probable  10.9  08.3  2,286.5  1,738.9 
         

 Proved + Probable  30.2  22.9  7,677.9  5,827.0 

We estimate the future net revenue before income taxes, discounted at 0 and 10 percent, to the Southern 
interest in Mount Olive, East Field, as of April 1, 2021, to be: 
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  Future Net Revenue 
  Before Income Taxes (USM$) 
  Discounted   Discounted 

Category  at 0%  at 10% 
     

Proved Developed Producing  07,596.7  6,061.7 
     

Probable  03,701.5  2,145.6 
     

 Proved + Probable  11,298.1  8,207.3 
 

Totals may not add because of rounding. 

4.1.2.1 Geology 

Mount Olive, East Field is located in the Gulf Coast region of the United States and is situated in the south-
central portion of the state of Mississippi, as shown on the location map on Figure 1.  The field is located in 
an area known as the Mississippi Interior Salt Basin, the geologic morphology of which is dominated by 
deep salt movement.  As the Jurassic Louann Salt flowed because of heat and pressure, it produced a 
complex array of structures including a deep-seated, salt-supported anticline that became Mount Olive, 
East Field upon discovery.  A depth structure map is shown on Figure 18; the map is contoured on the top 
of the 7800' Eutaw Sandstone, which is the productive formation in the field.  This structural interpretation 
shows that the field is composed of a north-to-south-trending anticline, which is bounded on the eastern 
and southern extents by normal faults.   

The Upper Cretaceous Eutaw Sandstone, encountered at approximately 7,800 feet measured depth, is the 
producing interval at Mount Olive, East Field.  This sandstone interval is approximately 25 feet thick and is 
composed of four distinct, fluvial marine members.  Each of these members, the A, B, C, and D, has a 
unique depositional geometry.  The net gas isopachs for each of these contributing members, mapped to 
lowest logged gas pay for each zone, are shown on Figures 19 through 22.  The total net gas-bearing rock 
volume for the four members is estimated to be 14,100 acre-feet. 

The Eutaw Sandstone is a fine-grained glauconitic sandstone.  The presence of glauconite causes an 
increase in bound water and therefore a decrease in resistivity seen in well logs, causing difficulty in 
petrophysical analysis of the reservoir.  It is estimated that the Eutaw Sandstone has an average porosity 
of approximately 20.4 percent and an average water saturation of approximately 20.0 percent.  Sidewall 
core data indicate permeability in the well-developed, clean sandstone to be in excess of 700 millidarcies.  
The 7800' Eutaw Sandstone exhibits a normal pressure gradient.  

4.1.2.2 Reserves Methodology 

Proved developed producing reserves are based on a combination of performance analysis and volumetric 
analysis.  All of the producing wells are completed to the Eutaw Formation.  The historical production 
performance for each well was considered and the total proved developed producing reserves estimates 
were constrained by a limit of 80 percent recovery of the total Eutaw Formation estimated original gas-in-
place to lowest logged gas pay.  Probable reserves are based on performance analysis and have been 
estimated for incremental reserves above the estimates of proved reserves because of the likelihood of the 
producing wells to exceed the volumetric constraints imposed on the high-confidence proved projections. 

Summary projections of reserves and revenue by reserves category are shown on Figures 23 to 25. 
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4.2 MINOR VALUE FIELDS 

The minor value fields comprise over 39 percent of the present worth before income taxes of the proved 
plus probable reserves.  The minor value field areas are Brooklyn, Gentry Creek, Greens Creek, Gwinville, 
Gwinville Nonop, Magee, Magee Nonop, Maple Branch, McKinley Creek, Mississippi Nonop, Mississippi 
Other, Williamsburg South, and Var Mississippi.   

Summary projections of reserves and revenue by reserves category for the minor value fields are shown 
on Figures 26 to 31. 

4.2.1 Gwinville Field 

Gwinville Field is the largest minor value field making up approximately 19 percent of the total proved plus 
probable reserves and 11 percent of the present worth before income taxes.  Southern is the operator of 
and owns an average of 95 percent working interest in the properties located in Gwinville Field.  The 
abandonment liability for Gwinville Field makes up approximately 26 percent of Southern's total 
abandonment liability.  Southern working interest production in Gwinville Field is over 500 barrels of oil 
equivalent per day from approximately 188 gross wellbores producing from the Selma Chalk and Eutaw 
Formation.  Southern also owns an interest in approximately 57 non-producing gross wellbores in Gwinville 
Field. 

5.0 ECONOMIC PARAMETERS _____________________________________________________  

5.1 BASE CASE PRICES 

As requested, this report has been prepared using Base Case oil, condensate, NGL, and gas prices.  Oil, 
condensate, and NGL prices are based on the average of four forecasts of NYMEX West Texas 
Intermediate near-month prices prepared by Canadian independent consultants and are adjusted by field 
for quality, transportation fees, and market differentials.  Gas prices are based on the average of four 
forecasts of NYMEX Henry Hub near-month prices prepared by Canadian independent consultants and are 
adjusted by field for energy content, transportation fees, and market differentials.  These average forecasts 
of prices are effective April 1, 2021.  All prices for the Base Case, before adjustments, along with escalation 
parameters are shown in the following table: 
 

  Oil, Condensate,   
Period   and NGL Price   Gas Price 
Ending  (US$/bbl)  (US$/MMBtu) 

     

12-31-2021  59.25  2.75 
12-31-2022  57.47  2.86 
12-31-2023  56.02  2.92 
12-31-2024  57.14  2.99 
12-31-2025  58.29  3.05 
12-31-2026  59.45  3.11 
12-31-2027  60.65  3.17 
12-31-2028  61.86  3.24 
12-31-2029  63.09  3.30 
12-31-2030  64.36  3.36 
     

Thereafter, escalated 2 percent on January 1 of each 
year. 
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5.2 BASE CASE OPERATING COSTS 

Operating costs used in this report are based on operating expense records of Southern.  For the 
nonoperated properties, these costs include the per-well overhead expenses allowed under joint operating 
agreements along with estimates of costs to be incurred at and below the district and field levels.  As 
requested, operating costs for the operated properties include only direct lease- and field-level costs.  
Operating costs have been divided into per-well costs and per-unit-of-production costs.  For all properties, 
headquarters general and administrative overhead expenses of Southern are not included.  Operating costs 
are held constant through December 31, 2021, and then escalated 2 percent on January 1 of each year 
throughout the lives of the properties. 

5.3 CAPITAL AND ABANDONMENT COSTS 

Capital costs used in this report were provided by Southern and are based on authorizations for expenditure 
and actual costs from recent activity.  Capital costs are included as required for workovers, new 
development wells, and production equipment.  Based on our understanding of future development plans, 
a review of the records provided to us, and our knowledge of similar properties, we regard these estimated 
capital costs to be reasonable.  Abandonment and reclamation costs used in this report are Southern's 
estimates of reclamation costs and the costs to abandon the wells and production facilities, net of any 
salvage value.  For leases that are projected to be active on or after April 1, 2021, net abandonment and 
reclamation costs are scheduled to be incurred 2 years after the end of the economic life of the lease.  For 
leases that are projected to be no longer active or are uneconomic as of April 1, 2021, net abandonment 
and reclamation costs are scheduled to be incurred over the next 20 years.  Capital costs and abandonment 
and reclamation costs are held constant through December 31, 2021, and then escalated 2 percent per 
year to the date of expenditure. 

5.4 SENSITIVITY ANALYSIS 

5.4.1 Price Sensitivities  

As requested, Low and High Price Case sensitivities were prepared.  Oil, condensate, NGL, and gas prices 
are 20 percent lower and higher than the prices used for the Base Case, respectively.  For the purposes of 
these sensitivities, all other parameters are the same as those described in the letter included in this report.  
Prices for the Low and High Price Cases, before adjustments, are shown in the following table: 
 

  Low Price Case  High Price Case 
  Oil, Condensate,    Oil, Condensate,   

Period   and NGL Price   Gas Price  and NGL Price   Gas Price 
Ending  (US$/bbl)  (US$/MMBtu)  (US$/bbl)  (US$/MMBtu) 

         

12-31-2021  47.40  2.200  71.10  3.300 
12-31-2022  45.98  2.291  68.96  3.437 
12-31-2023  44.81  2.338  67.22  3.507 
12-31-2024  45.71  2.394  68.57  3.590 
12-31-2025  46.63  2.440  69.95  3.659 
12-31-2026  47.56  2.486  71.34  3.729 
12-31-2027  48.52  2.533  72.77  3.799 
12-31-2028  49.49  2.590  74.23  3.885 
12-31-2029  50.48  2.638  75.71  3.957 
12-31-2030  51.49  2.687  77.23  4.030 
         

Thereafter, escalated 2 percent on January 1 of each year. 

105



 

 Page 9 

A table of revenue and costs for the Base, Low, and High Price Cases is shown on Figure 32.  We estimate 
the future net revenue before income taxes, discounted at 0 and 10 percent, to the Southern interest in 
these properties, as of April 1, 2021, for each case to be: 
 

  Future Net Revenue 
  Before Income Taxes (USM$) 
  Base Price Case  Low Price Case  High Price Case 

Category  
Discounted 

at 0%  
Discounted 

at 10%  
Discounted 

at 0%  
Discounted 

at 10%  
Discounted 

at 0%  
Discounted 

at 10% 
             

Total Proved  73,869.0  38,944.3  38,584.4  20,820.0  116,276.3  58,976.8 
             

Probable  14,560.5  05,878.3  08,940.5  04,005.2  023,870.3  07,782.0 
             

 Proved + Probable   88,429.5  44,822.6  47,524.9  24,825.3  140,146.6  66,758.8 
 
Totals may not add because of rounding 

5.4.2 Operating Expense Sensitivities 

As requested, Low and High Operating Expense Case sensitivities were prepared.  Per-well costs and per-
unit-of-production costs are 10 percent lower and higher than the operating costs used for the Base Case, 
respectively.  Operating costs are held constant through December 31, 2021, and then escalated 2 percent 
on January 1 of each year throughout the lives of the properties.  For the purposes of these sensitivities, 
all other parameters are the same as those described in the letter included in this report.   

A table of revenue and costs for the Base, Low, and High Operating Expense Cases is shown on Figure 
33.  We estimate the future net revenue before income taxes, discounted at 0 and 10 percent, to the 
Southern interest in these properties, as of April 1, 2021, for each case to be: 
 

  Future Net Revenue 
  Before Income Taxes (USM$) 
  Base Expense Case  Low Expense Case  High Expense Case 

Category  
Discounted 

at 0%  
Discounted 

at 10%  
Discounted 

at 0%  
Discounted 

at 10%  
Discounted 

at 0%  
Discounted 

at 10% 
             

Total Proved  73,869.0  38,944.3  80,467.0  42,141.7  67,306.6  35,962.7 
             

Probable  14,560.5  05,878.3  15,549.0  06,101.2  13,631.6  05,648.7 
             

 Proved + Probable   88,429.5  44,822.6  96,015.9  48,243.0  80,938.2  41,611.4 
 
Totals may not add because of rounding 

106



FIGURES 

107



�������	�
����

������������

�������

����������

������������	����
�����������������
������	

	

	��	�����

���	���������

��	��	����

��	��	���������

�	

	

	��	������

 	��	�!
����"�����

�	

	

	��	�����

���������	��#�$�
�

����
�����

���������	
���

�

����	�����	���
�
����������	�
��������

%����	������

& '()#*&& +)*#&&& (*&#&&&

"�,%$��-����$$.

���	������	������	
��������	�	�����	�������������������	�����������	�����	���������������	�	������������������

�
���������������	�

���������	
�������

������������
�����

��������

108



�
�

�
�

�
�

�
�

�
��

�
�

�
�

�
�
�

��
�
�

�
�

�
��

�
�

��
�
�

�
�

�
��

�
�

��
�

�
�

�
�
��

�
�

��
�
�

�
�

�
��

�
�

��
�

�
�

�

����

����

����������

����������

������������

������������

������������

������������

����	������
	�
�
����������	�
��������

/��	�����������	��������


& '*&#&&& +&&#&&& (&&#&&&

"�,%$��-����$$.

���	������	������	
��������	�	�����	�������������������	�����������	�����	���������������	�	������������������

�����������
���	� ��� ���� � ������

�������������������
�������������� 

!����"�#������$�����

$������������� 
!����"�#������$�����

%�������������� ��������"
��	�&����������'��(�

�����)�������
�����������

�
���)������������������

*��)#����
+���

��(�����

�������


��������

���������

���������

���������	
���

����	����������� ��	����!��	���"���	�#�����	��� ���������	�"�

���������	
�������

������������
�����

�������,

109



�������-���	������	������	
��������	�	�����	�������������������	�����������	�����	���������������	�	������������������

����	����������� ��	����!��	���"������	���

%��

&
�

�
�

.
�

��



�
�
�

.
�

��

$��������)���&�����

���������/��������$����0�����

����������	�
��������

1��������)"	����

�������$����

*��)�������������

$���(�#������������

2�"���#��������������

$�)��������������

$��������������3
2����������������

4��������������3
!����/����	�$)���

'�	��������������

����"���(����)"	����


��������������������

!���5"����������

��	��6����������

+���.�������������

��������������������

%���6����������

$�������	�  ����������	

7������(��$��	

8&����'�#��9

1����5
��	�  ���������	


�	6�"���	�  :

&��(�
�����������������

;�.���&��"


��	"��0����)����������
&��( ���	����������

4��(���

&��������

1����5


�	6�"

$����

����������

������"

&�����
�����"

���(��������	�  ���������	

���������


�������� �������

���(�����

<���$����$�����$"���� 
�����


��	"��0����)

<�������$��	

=���������


�		���������

��6���������

'������

!���������

��������

0��������

;������

���������

$����	���

>��)��$)���
1��������:

����)�������: �����)�������:

2���)�����������������

�����)�������������

!�������&���(�&��"
4��(��������'��(

*�)��������������

*��� ��������������

����������$��	

%
�

�
�

�
�

!
�

��
�

�
�

�
�

=



�

��
&

��
��

�
�

�
�

�

1��)���?
���	����(�����
��	�  ���������	

+�����


�������)����

&�������

$��������

&��������

��������

&���������

������

�
�

6
�

��
&

��
��

�
�

�
�

�

�����

=



�

��
4
�

��
�
�
��

+���)���

$)�������

0��������
2������#���
0���������

0��(������)"	����

!����2������)"	����

0��6��+����

���)�����

7������	����

�5 ��	���

&����#���

0��)�����

0�������



�	

	
��

�4
�

��
�
�
��

��������

!
�

��
�

�
�

�
�

&
��

��
�
�

�
�

�
4
�

��
�
�
��

���������	
�������

������������
�����

110



�������@���	������	������	
��������	�	�����	�������������������	�����������	�����	���������������	�	������������������

����	����������� ��	����!��	���"���	�#�����	��� ���������	�"�

=��

!��������

%����� &���������<���

1����5�<���


�	6�"�<���

$�����<���

%���6�<���

�����������<���

!����#����
���������

!��(6��	
���������

���"	�$)���

=��

��6�� �����!�"���&)���

&)����������$)���

+
�

#
�

�
��

�
$

���
��
�

�

=���A

�		��

=��


�		��
��	

��6��

������	��)���"
���������

��	�  ���������	
���(�

��	�  ���������	����(�

$������'�#���<���

7��5�<���

&������������������

'�������������

��6��


�		��

BB B

BB B

!
�

��
�

.
�

��

&
�

�
�

��
�

�
�

�	
�

#
��

��
�

$��������)���&�����
0���(�1�������0�����

����������	�
��������

���������$�����$"����

&
�

�
�

.
�

��

%��



�

�
�

.
�

��

�
�

��
��

�"
&

��
��

�
�

�
�

�
!

�
�

�
�
"
�#

�
�

��
�



��

�
��

�
�


��

�


�		��
��	

��6��

0���������������

&�����$��	�����

<������$��	�����

&�����$��	�����


�������������������


����������$��	�����

&������$��	�����

$��	����$��	�����

&����>����

��"�����$��	�����

*�����$��	�����

0������$��	�����

'��������$��	�����

&)��	����$��	�����

�������������������

7������+�������


�����

2���������$��	�����

%#����$��	�����

��6������������

��6���$��	�����

���������	
�������

������������
�����

111



A
ll 

es
tim

at
es

 a
nd

 e
xh

ib
its

 h
er

ei
n 

ar
e 

pa
rt 

of
 th

is
 N

S
A

I r
ep

or
t a

nd
 a

re
 s

ub
je

ct
 to

 it
s 

pa
ra

m
et

er
s 

an
d 

co
nd

iti
on

s.

C
ur

re
nt

So
ut

he
rn

So
ut

he
rn

N
et

W
or

ki
ng

W
or

ki
ng

Le
as

ed
In

te
re

st
(1

) In
te

re
st

(1
)

(2
) Ac

re
ag

e(2
)

(3
) Pr

od
uc

tio
n(3

)

O
pe

ra
to

r
(%

)
St

at
us

Ex
pi

ry
 D

at
e

(A
cr

es
)

(B
O

E/
d)

C
om

m
en

ts

Al
ab

am
a

Br
oo

kl
yn

Pr
ue

t P
ro

du
ct

io
n

0.
6

Pr
od

uc
tio

n
H

el
d 

by
 P

ro
du

ct
io

n
N

/A
18

So
ut

he
rn

 o
w

ns
 le

ss
 th

an
 0

.6
 p

er
ce

nt
 w

or
ki

ng
 in

te
re

st
 in

 th
e 

N
W

 B
ro

ok
ly

n 
O

il 
U

ni
t

G
en

try
 C

re
ek

So
ut

he
rn

 E
ne

rg
y 

C
or

p.
99

.7
Pr

od
uc

tio
n

H
el

d 
by

 P
ro

du
ct

io
n

2,
03

7
17

43
9 

ne
t a

cr
es

 a
re

 e
xp

ec
te

d 
to

 e
xp

ire
 in

 2
02

1 
an

d 
20

22

M
is

si
ss

ip
pi

G
re

en
s 

C
re

ek
So

ut
he

rn
 E

ne
rg

y 
C

or
p.

90
.7

Pr
od

uc
tio

n
H

el
d 

by
 P

ro
du

ct
io

n
2,

45
3

14
2

G
w

in
vi

lle
So

ut
he

rn
 E

ne
rg

y 
C

or
p.

95
.6

Pr
od

uc
tio

n
H

el
d 

by
 P

ro
du

ct
io

n
11

,9
79

50
4

G
w

in
vi

lle
 N

on
op

Lu
ar

el
 F

ue
l C

om
pa

ny
;

5.
4

Pr
od

uc
tio

n
H

el
d 

by
 P

ro
du

ct
io

n
N

/A
3

So
ut

he
rn

 o
w

ns
 a

n 
av

er
ag

e 
w

or
ki

ng
 in

te
re

st
 o

f l
es

s 
th

an
 5

.5
 p

er
ce

nt
 in

 2
1 

ac
tiv

e 
w

el
ls

D
en

bu
ry

 O
ffs

ho
re

M
ag

ee
So

ut
he

rn
 E

ne
rg

y 
C

or
p.

56
.5

Pr
od

uc
tio

n
H

el
d 

by
 P

ro
du

ct
io

n
31

3
34

M
ag

ee
 N

on
op

So
ut

he
rn

 E
ne

rg
y 

C
or

p.
15

.0
Pr

od
uc

tio
n

H
el

d 
by

 P
ro

du
ct

io
n

N
/A

3
So

ut
he

rn
 o

w
ns

 a
n 

av
er

ag
e 

w
or

ki
ng

 in
te

re
st

 o
f l

es
s 

th
an

 1
5 

pe
rc

en
t i

n 
6 

ac
tiv

e 
w

el
ls

M
ap

le
 B

ra
nc

h
So

ut
he

rn
 E

ne
rg

y 
C

or
p.

99
.5

Pr
od

uc
tio

n
H

el
d 

by
 P

ro
du

ct
io

n
1,

18
9

46
31

1 
ne

t a
cr

es
 a

re
 e

xp
ec

te
d 

to
 e

xp
ire

 in
 2

02
1 

an
d 

20
22

M
ec

ha
ni

cs
bu

rg
So

ut
he

rn
 E

ne
rg

y 
C

or
p.

98
.9

Pr
od

uc
tio

n
H

el
d 

by
 P

ro
du

ct
io

n
3,

42
5

42
6

M
is

si
ss

ip
pi

 O
th

er
So

ut
he

rn
 E

ne
rg

y 
C

or
p.

91
.3

Pr
od

uc
tio

n
H

el
d 

by
 P

ro
du

ct
io

n
1,

36
3

94
M

ou
nt

 O
liv

e,
 E

as
t

So
ut

he
rn

 E
ne

rg
y 

C
or

p.
93

.8
Pr

od
uc

tio
n

H
el

d 
by

 P
ro

du
ct

io
n

1,
41

5
73

5
W

illi
am

sb
ur

g 
So

ut
h

So
ut

he
rn

 E
ne

rg
y 

C
or

p.
94

.3
Pr

od
uc

tio
n

H
el

d 
by

 P
ro

du
ct

io
n

9,
47

8
15

5

(1
)

W
or

ki
ng

 in
te

re
st

 is
 th

e 
av

er
ag

e 
w

or
ki

ng
 in

te
re

st
 in

 p
ro

du
ci

ng
 w

el
lb

or
es

.
(2

)
N

et
 le

as
ed

 a
cr

ea
ge

 h
as

 b
ee

n 
pr

ov
id

ed
 b

y 
So

ut
he

rn
; t

he
se

 v
al

ue
s 

ha
ve

 n
ot

 b
ee

n 
in

de
pe

nd
en

tly
 c

on
fir

m
ed

.
(3

)
C

ur
re

nt
 p

ro
du

ct
io

n 
is

 p
ro

vi
de

d 
by

 S
ou

th
er

n 
an

d 
is

 b
as

ed
 o

n 
hi

st
or

ic
al

 d
at

a 
fro

m
 J

an
ua

ry
 th

ro
ug

h 
M

ar
ch

 3
1,

 2
02

1.

St
at

e
Fi

el
d/

As
se

t

SU
M

M
AR

Y 
O

F 
AS

SE
TS

SO
U

TH
ER

N
 E

N
ER

G
Y 

C
O

R
P.

 IN
TE

R
ES

T
LO

C
AT

ED
 IN

 A
LA

BA
M

A 
AN

D
 M

IS
SI

SS
IP

PI
AS

 O
F 

AP
R

IL
 1

, 2
02

1

Figure 5

112



A
ll 

es
tim

at
es

 a
nd

 e
xh

ib
its

 h
er

ei
n 

ar
e 

pa
rt 

of
 th

is
 N

S
A

I r
ep

or
t a

nd
 a

re
 s

ub
je

ct
 to

 it
s 

pa
ra

m
et

er
s 

an
d 

co
nd

iti
on

s.

Li
gh

t/M
ed

iu
m

H
ea

vy
C

on
ve

nt
io

na
l

Li
gh

t/M
ed

iu
m

H
ea

vy
C

on
ve

nt
io

na
l

Li
gh

t/M
ed

iu
m

H
ea

vy
C

on
ve

nt
io

na
l

O
il

O
il

C
on

de
ns

at
e

N
G

L
N

at
ur

al
 G

as
O

il
O

il
C

on
de

ns
at

e
N

G
L

N
at

ur
al

 G
as

O
il

O
il

C
on

de
ns

at
e

N
G

L
N

at
ur

al
 G

as
(M

bb
l)

(M
bb

l)
(M

bb
l)

(M
bb

l)
(M

M
cf

)
(M

bb
l)

(M
bb

l)
(M

bb
l)

(M
bb

l)
(M

M
cf

)
(M

bb
l)

(M
bb

l)
(M

bb
l)

(M
bb

l)
(M

M
cf

)

Br
oo

kl
yn

3,
19

2.
7

0.
0

0.
0

0.
0

3,
86

3.
9

19
.1

0.
0

0.
0

2.
0

9.
8

14
.6

0.
0

0.
0

1.
5

7.
5

G
en

try
 C

re
ek

0.
0

0.
0

0.
0

0.
0

14
2.

6
0.

0
0.

0
0.

0
0.

0
12

3.
3

0.
0

0.
0

0.
0

0.
0

97
.8

G
re

en
s 

C
re

ek
0.

0
0.

0
18

.2
0.

0
3,

68
9.

2
0.

0
0.

0
15

.4
0.

0
2,

47
6.

3
0.

0
0.

0
11

.9
0.

0
1,

90
3.

1
G

w
in

vi
lle

0.
0

0.
0

15
.0

0.
0

14
,3

46
.4

0.
0

0.
0

14
.3

0.
0

12
,8

42
.3

0.
0

0.
0

11
.2

0.
0

10
,0

53
.0

G
w

in
vi

lle
 N

on
op

0.
0

0.
0

0.
4

0.
0

88
4.

7
0.

0
0.

0
0.

0
0.

0
29

.0
0.

0
0.

0
0.

0
0.

0
27

.2
M

ag
ee

24
5.

9
0.

0
0.

0
0.

0
16

4.
5

12
1.

8
0.

0
0.

0
0.

0
0.

0
95

.7
0.

0
0.

0
0.

0
0.

0
M

ag
ee

 N
on

op
12

8.
9

0.
0

0.
0

0.
0

58
.9

19
.3

0.
0

0.
0

0.
0

0.
0

14
.5

0.
0

0.
0

0.
0

0.
0

M
ap

le
 B

ra
nc

h
34

.4
0.

0
0.

0
0.

0
21

3.
6

34
.2

0.
0

0.
0

0.
0

0.
0

26
.1

0.
0

0.
0

0.
0

0.
0

M
cK

in
le

y 
C

re
ek

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

M
ec

ha
ni

cs
bu

rg
33

.3
0.

0
41

8.
9

0.
0

29
,9

87
.9

33
.1

0.
0

41
7.

5
24

7.
7

24
,5

33
.0

26
.9

0.
0

34
0.

0
20

1.
7

19
,9

74
.5

M
is

si
ss

ip
pi

 N
on

op
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
M

is
si

ss
ip

pi
 O

th
er

0.
0

0.
0

26
.8

0.
0

3,
11

5.
8

0.
0

0.
0

25
.2

0.
0

2,
52

2.
6

0.
0

0.
0

20
.4

0.
0

2,
03

7.
4

M
ou

nt
 O

liv
e,

 E
as

t
0.

0
0.

0
20

.1
0.

0
5,

64
0.

9
0.

0
0.

0
19

.3
0.

0
5,

39
1.

4
0.

0
0.

0
14

.6
0.

0
4,

08
8.

1
W

illi
am

sb
ur

g 
So

ut
h

0.
0

0.
0

10
0.

0
0.

0
8,

92
5.

8
0.

0
0.

0
94

.5
0.

0
7,

94
1.

1
0.

0
0.

0
72

.1
0.

0
6,

04
5.

9
Va

r M
is

si
ss

ip
pi

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

To
ta

l
3,

63
5.

2
0.

0
59

9.
4

0.
0

71
,0

34
.2

22
7.

5
0.

0
58

6.
2

24
9.

7
55

,8
68

.8
17

7.
7

0.
0

47
0.

2
20

3.
2

44
,2

34
.4

Pr
op

er
ty

Fu
tu

re
 N

et
 R

ev
en

ue
Li

gh
t/M

ed
iu

m
H

ea
vy

C
on

ve
nt

io
na

l
C

ro
w

n/
C

G
A

Bu
rd

en
an

d 
M

in
er

al
C

ap
ita

l
Ab

an
do

nm
en

t
O

pe
ra

tin
g

Be
fo

re
 In

co
m

e 
Ta

xe
s 

(U
SM

$)
O

il
O

il
C

on
de

ns
at

e
N

G
L

N
at

ur
al

 G
as

R
oy

al
tie

s
an

d 
N

PI
Ta

xe
s

C
os

ts
C

os
ts

C
os

ts
D

is
co

un
te

d
D

is
co

un
te

d
(U

SM
$)

(U
SM

$)
(U

SM
$)

(U
SM

$)
(U

SM
$)

(U
SM

$)
(U

SM
$)

(U
SM

$)
(U

SM
$)

(U
SM

$)
(U

SM
$)

at
 0

%
at

 1
0%

Br
oo

kl
yn

1,
03

0.
2

0.
0

0.
0

11
.9

27
.2

0.
0

24
9.

6
82

.1
0.

0
3.

1
22

9.
0

50
5.

4
42

0.
4

G
en

try
 C

re
ek

0.
0

0.
0

0.
2

0.
0

35
0.

8
0.

0
72

.5
27

.8
0.

0
11

0.
3

20
9.

1
(6

8.
8)

(3
1.

2)
G

re
en

s 
C

re
ek

0.
0

0.
0

86
9.

4
0.

0
7,

07
5.

1
0.

0
1,

83
8.

9
37

6.
4

23
.9

43
.2

3,
44

8.
0

2,
21

4.
1

1,
68

7.
1

G
w

in
vi

lle
0.

0
0.

0
90

1.
6

0.
0

43
,3

93
.5

0.
0

9,
61

8.
7

2,
13

1.
3

5,
16

5.
0

1,
15

2.
3

15
,0

02
.0

11
,2

25
.9

4,
73

5.
2

G
w

in
vi

lle
 N

on
op

0.
0

0.
0

0.
0

0.
0

85
.0

0.
0

4.
3

5.
0

0.
0

5.
1

37
.8

32
.8

21
.0

M
ag

ee
7,

91
2.

5
0.

0
0.

0
0.

0
0.

0
0.

0
1,

71
3.

6
37

6.
1

14
3.

9
5.

4
2,

15
3.

9
3,

51
9.

5
1,

65
8.

5
M

ag
ee

 N
on

op
1,

06
7.

5
0.

0
0.

0
0.

0
0.

0
0.

0
26

6.
9

48
.7

45
.5

7.
3

21
9.

7
47

9.
4

40
8.

4
M

ap
le

 B
ra

nc
h

1,
93

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

46
0.

6
89

.3
0.

0
27

.5
1,

03
8.

8
31

3.
8

25
5.

5
M

cK
in

le
y 

C
re

ek
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
M

ec
ha

ni
cs

bu
rg

2,
13

8.
4

0.
0

24
,7

56
.3

7,
38

5.
7

74
,4

39
.3

0.
0

20
,2

03
.6

5,
47

1.
0

20
,1

75
.1

51
3.

9
25

,9
82

.8
36

,3
73

.2
16

,9
99

.4
M

is
si

ss
ip

pi
 N

on
op

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

M
is

si
ss

ip
pi

 O
th

er
0.

0
0.

0
1,

56
2.

4
0.

0
8,

10
6.

4
0.

0
1,

84
4.

9
48

0.
5

12
2.

2
51

.4
4,

16
9.

9
2,

99
9.

8
1,

73
4.

3
M

ou
nt

 O
liv

e,
 E

as
t

0.
0

0.
0

1,
08

5.
7

0.
0

14
,3

45
.9

0.
0

3,
73

0.
9

72
3.

1
0.

0
90

.8
3,

29
0.

2
7,

59
6.

7
6,

06
1.

7
W

illi
am

sb
ur

g 
So

ut
h

0.
0

0.
0

5,
99

3.
2

0.
0

25
,6

77
.0

0.
0

7,
56

5.
1

1,
47

9.
7

2,
63

9.
1

49
1.

0
8,

92
5.

6
10

,5
69

.7
5,

79
2.

7
Va

r M
is

si
ss

ip
pi

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

1,
89

2.
6

0.
0

(1
,8

92
.6

)
(7

98
.6

)

To
ta

l
14

,0
78

.6
0.

0
35

,1
68

.9
7,

39
7.

6
17

3,
50

0.
1

0.
0

47
,5

69
.6

11
,2

91
.1

28
,3

14
.8

4,
39

3.
9

64
,7

06
.8

73
,8

69
.0

38
,9

44
.3

To
ta

ls
 m

ay
 n

ot
 a

dd
 b

ec
au

se
 o

f r
ou

nd
in

g.

Fi
el

d

C
om

pa
ny

 R
ev

en
ue

Fi
el

d

TO
TA

L 
PR

O
VE

D
 R

ES
ER

VE
S 

SU
M

M
AR

Y 
BY

 F
IE

LD
 - 

BA
SE

 C
AS

E
SO

U
TH

ER
N

 E
N

ER
G

Y 
C

O
R

P.
AL

AB
AM

A 
AN

D
 M

IS
SI

SS
IP

PI
AS

 O
F 

AP
R

IL
 1

, 2
02

1

R
es

er
ve

s
G

ro
ss

 (1
00

%
)

C
om

pa
ny

 G
ro

ss
C

om
pa

ny
 N

et

Figure 6

113



A
ll 

es
tim

at
es

 a
nd

 e
xh

ib
its

 h
er

ei
n 

ar
e 

pa
rt 

of
 th

is
 N

S
A

I r
ep

or
t a

nd
 a

re
 s

ub
je

ct
 to

 it
s 

pa
ra

m
et

er
s 

an
d 

co
nd

iti
on

s.

Li
gh

t/M
ed

iu
m

H
ea

vy
C

on
ve

nt
io

na
l

Li
gh

t/M
ed

iu
m

H
ea

vy
C

on
ve

nt
io

na
l

Li
gh

t/M
ed

iu
m

H
ea

vy
C

on
ve

nt
io

na
l

O
il

O
il

C
on

de
ns

at
e

N
G

L
N

at
ur

al
 G

as
O

il
O

il
C

on
de

ns
at

e
N

G
L

N
at

ur
al

 G
as

O
il

O
il

C
on

de
ns

at
e

N
G

L
N

at
ur

al
 G

as
(M

bb
l)

(M
bb

l)
(M

bb
l)

(M
bb

l)
(M

M
cf

)
(M

bb
l)

(M
bb

l)
(M

bb
l)

(M
bb

l)
(M

M
cf

)
(M

bb
l)

(M
bb

l)
(M

bb
l)

(M
bb

l)
(M

M
cf

)

Br
oo

kl
yn

5,
95

6.
6

0.
0

0.
0

0.
0

7,
26

2.
5

35
.6

0.
0

0.
0

3.
8

18
.5

27
.3

0.
0

0.
0

2.
9

14
.2

G
en

try
 C

re
ek

0.
0

0.
0

0.
0

0.
0

14
2.

6
0.

0
0.

0
0.

0
0.

0
12

3.
3

0.
0

0.
0

0.
0

0.
0

97
.8

G
re

en
s 

C
re

ek
0.

0
0.

0
23

.9
0.

0
4,

74
3.

3
0.

0
0.

0
20

.2
0.

0
3,

16
9.

6
0.

0
0.

0
15

.5
0.

0
2,

43
5.

8
G

w
in

vi
lle

0.
0

0.
0

17
.1

0.
0

14
,9

54
.1

0.
0

0.
0

16
.4

0.
0

13
,4

00
.2

0.
0

0.
0

12
.8

0.
0

10
,4

85
.5

G
w

in
vi

lle
 N

on
op

0.
0

0.
0

0.
4

0.
0

88
4.

7
0.

0
0.

0
0.

0
0.

0
29

.0
0.

0
0.

0
0.

0
0.

0
27

.2
M

ag
ee

27
7.

2
0.

0
0.

0
0.

0
18

3.
7

15
3.

0
0.

0
0.

0
0.

0
0.

0
12

0.
5

0.
0

0.
0

0.
0

0.
0

M
ag

ee
 N

on
op

12
8.

9
0.

0
0.

0
0.

0
58

.9
19

.3
0.

0
0.

0
0.

0
0.

0
14

.5
0.

0
0.

0
0.

0
0.

0
M

ap
le

 B
ra

nc
h

34
.4

0.
0

0.
0

0.
0

21
3.

6
34

.2
0.

0
0.

0
0.

0
0.

0
26

.1
0.

0
0.

0
0.

0
0.

0
M

cK
in

le
y 

C
re

ek
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
M

ec
ha

ni
cs

bu
rg

49
.9

0.
0

47
4.

0
0.

0
32

,7
56

.6
49

.7
0.

0
47

2.
2

27
0.

6
26

,7
96

.4
40

.3
0.

0
38

4.
6

22
0.

3
21

,8
16

.5
M

is
si

ss
ip

pi
 N

on
op

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

M
is

si
ss

ip
pi

 O
th

er
0.

0
0.

0
26

.8
0.

0
3,

11
5.

8
0.

0
0.

0
25

.2
0.

0
2,

52
2.

6
0.

0
0.

0
20

.4
0.

0
2,

03
7.

4
M

ou
nt

 O
liv

e,
 E

as
t

0.
0

0.
0

31
.5

0.
0

8,
04

0.
4

0.
0

0.
0

30
.2

0.
0

7,
67

7.
9

0.
0

0.
0

22
.9

0.
0

5,
82

7.
0

W
illi

am
sb

ur
g 

So
ut

h
0.

0
0.

0
11

0.
9

0.
0

9,
75

4.
9

0.
0

0.
0

10
5.

0
0.

0
8,

69
0.

0
0.

0
0.

0
80

.0
0.

0
6,

61
2.

5
Va

r M
is

si
ss

ip
pi

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

To
ta

l
6,

44
7.

0
0.

0
68

4.
7

0.
0

82
,1

11
.1

29
1.

9
0.

0
66

9.
3

27
4.

4
62

,4
27

.5
22

8.
7

0.
0

53
6.

4
22

3.
2

49
,3

53
.8

Pr
op

er
ty

Fu
tu

re
 N

et
 R

ev
en

ue
Li

gh
t/M

ed
iu

m
H

ea
vy

C
on

ve
nt

io
na

l
C

ro
w

n/
C

G
A

Bu
rd

en
an

d 
M

in
er

al
C

ap
ita

l
Ab

an
do

nm
en

t
O

pe
ra

tin
g

Be
fo

re
 In

co
m

e 
Ta

xe
s 

(U
SM

$)
O

il
O

il
C

on
de

ns
at

e
N

G
L

N
at

ur
al

 G
as

R
oy

al
tie

s
an

d 
N

PI
Ta

xe
s

C
os

ts
C

os
ts

C
os

ts
D

is
co

un
te

d
D

is
co

un
te

d
(U

SM
$)

(U
SM

$)
(U

SM
$)

(U
SM

$)
(U

SM
$)

(U
SM

$)
(U

SM
$)

(U
SM

$)
(U

SM
$)

(U
SM

$)
(U

SM
$)

at
 0

%
at

 1
0%

Br
oo

kl
yn

1,
97

3.
6

0.
0

0.
0

22
.8

53
.1

0.
0

47
8.

5
15

7.
3

0.
0

3.
5

40
8.

4
1,

00
1.

8
73

5.
2

G
en

try
 C

re
ek

0.
0

0.
0

0.
2

0.
0

35
0.

8
0.

0
72

.5
27

.8
0.

0
11

0.
3

20
9.

1
(6

8.
8)

(3
1.

2)
G

re
en

s 
C

re
ek

0.
0

0.
0

1,
16

4.
8

0.
0

9,
31

7.
9

0.
0

2,
42

7.
0

49
6.

2
23

.9
45

.8
4,

57
7.

8
2,

91
1.

9
2,

05
7.

4
G

w
in

vi
lle

0.
0

0.
0

1,
03

6.
8

0.
0

45
,3

02
.6

0.
0

10
,0

76
.6

2,
22

8.
8

5,
41

7.
4

1,
16

7.
0

15
,5

59
.6

11
,8

89
.9

4,
95

3.
5

G
w

in
vi

lle
 N

on
op

0.
0

0.
0

0.
0

0.
0

85
.0

0.
0

4.
3

5.
0

0.
0

5.
1

37
.8

32
.8

21
.0

M
ag

ee
10

,2
62

.3
0.

0
0.

0
0.

0
0.

0
0.

0
2,

19
8.

8
48

9.
1

14
3.

9
5.

4
2,

97
9.

2
4,

44
5.

9
1,

93
0.

5
M

ag
ee

 N
on

op
1,

06
7.

5
0.

0
0.

0
0.

0
0.

0
0.

0
26

6.
9

48
.7

45
.5

7.
3

21
9.

7
47

9.
4

40
8.

4
M

ap
le

 B
ra

nc
h

1,
93

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

46
0.

6
89

.3
0.

0
27

.5
1,

03
8.

8
31

3.
8

25
5.

5
M

cK
in

le
y 

C
re

ek
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
M

ec
ha

ni
cs

bu
rg

3,
38

9.
1

0.
0

28
,4

03
.3

8,
16

8.
0

82
,3

98
.0

0.
0

22
,7

44
.7

6,
15

2.
6

20
,1

79
.5

53
5.

7
29

,7
44

.5
43

,0
01

.3
19

,1
22

.5
M

is
si

ss
ip

pi
 N

on
op

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

0.
0

M
is

si
ss

ip
pi

 O
th

er
0.

0
0.

0
1,

56
2.

4
0.

0
8,

10
6.

4
0.

0
1,

84
4.

9
48

0.
5

12
2.

2
51

.4
4,

16
9.

9
2,

99
9.

8
1,

73
4.

3
M

ou
nt

 O
liv

e,
 E

as
t

0.
0

0.
0

1,
73

6.
1

0.
0

21
,1

00
.8

0.
0

5,
50

5.
0

1,
07

0.
1

0.
0

98
.0

4,
86

5.
8

11
,2

98
.1

8,
20

7.
3

W
illi

am
sb

ur
g 

So
ut

h
0.

0
0.

0
6,

75
6.

9
0.

0
28

,6
18

.7
0.

0
8,

46
7.

3
1,

65
1.

1
2,

63
9.

1
50

8.
8

10
,0

93
.3

12
,0

16
.0

6,
22

6.
9

Va
r M

is
si

ss
ip

pi
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
0.

0
1,

89
2.

6
0.

0
(1

,8
92

.6
)

(7
98

.6
)

To
ta

l
18

,6
22

.5
0.

0
40

,6
60

.5
8,

19
0.

8
19

5,
33

3.
3

0.
0

54
,5

47
.0

12
,8

96
.5

28
,5

71
.6

4,
45

8.
4

73
,9

04
.1

88
,4

29
.5

44
,8

22
.6

To
ta

ls
 m

ay
 n

ot
 a

dd
 b

ec
au

se
 o

f r
ou

nd
in

g.

R
es

er
ve

s

Fi
el

d

PR
O

VE
D

 +
 P

R
O

BA
BL

E 
R

ES
ER

VE
S 

SU
M

M
AR

Y 
BY

 F
IE

LD
 - 

BA
SE

 C
AS

E
SO

U
TH

ER
N

 E
N

ER
G

Y 
C

O
R

P.
AL

AB
AM

A 
AN

D
 M

IS
SI

SS
IP

PI
AS

 O
F 

AP
R

IL
 1

, 2
02

1

Fi
el

d

C
om

pa
ny

 R
ev

en
ue

G
ro

ss
 (1

00
%

)
C

om
pa

ny
 G

ro
ss

C
om

pa
ny

 N
et

Figure 7

114



A
ll 

es
tim

at
es

 a
nd

 e
xh

ib
its

 h
er

ei
n 

ar
e 

pa
rt 

of
 th

is
 N

S
A

I r
ep

or
t a

nd
 a

re
 s

ub
je

ct
 to

 it
s 

pa
ra

m
et

er
s 

an
d 

co
nd

iti
on

s.

C
om

pa
ny

Pr
op

er
ty

G
ro

ss
Bu

rd
en

an
d 

M
in

er
al

C
ap

ita
l

Ab
an

do
nm

en
t

O
pe

ra
tin

g
 R

ev
en

ue
an

d 
N

PI
Ta

xe
s

C
os

ts
C

os
ts

C
os

ts

Pr
ov

ed
 D

ev
el

op
ed

 P
ro

du
ci

ng
10

6,
61

8.
9

22
,5

43
.6

5,
22

0.
4

0.
0

3,
62

4.
9

40
,9

96
.6

Pr
ov

ed
 D

ev
el

op
ed

 N
on

-P
ro

du
ci

ng
53

,5
85

.5
12

,1
01

.6
2,

54
6.

4
8,

46
9.

7
60

8.
2

14
,6

64
.4

Pr
ov

ed
 U

nd
ev

el
op

ed
69

,9
40

.7
12

,9
24

.5
3,

52
4.

3
19

,8
45

.1
16

0.
8

9,
04

5.
8

   
To

ta
l P

ro
ve

d
23

0,
14

5.
2

47
,5

69
.6

11
,2

91
.1

28
,3

14
.8

4,
39

3.
9

64
,7

06
.8

Pr
ob

ab
le

32
,6

62
.0

6,
97

7.
4

1,
60

5.
4

25
6.

9
64

.5
9,

19
7.

3

   
Pr

ov
ed

 +
 P

ro
ba

bl
e

26
2,

80
7.

2
54

,5
47

.0
12

,8
96

.5
28

,5
71

.6
4,

45
8.

4
73

,9
04

.1

Fu
tu

re
 N

et
 R

ev
en

ue
Fu

tu
re

 N
et

 R
ev

en
ue

Be
fo

re
 U

ni
te

d 
St

at
es

 F
ed

er
al

 In
co

m
e 

Ta
xe

s
U

ni
te

d 
St

at
es

Af
te

r U
ni

te
d 

St
at

es
 F

ed
er

al
 In

co
m

e 
Ta

xe
s

D
is

co
un

te
d

D
is

co
un

te
d

D
is

co
un

te
d

D
is

co
un

te
d

D
is

co
un

te
d

Fe
de

ra
l

D
is

co
un

te
d

D
is

co
un

te
d

D
is

co
un

te
d

D
is

co
un

te
d

D
is

co
un

te
d

at
 0

%
at

 5
%

at
 1

0%
at

 1
5%

at
 2

0%
(1

) In
co

m
e 

Ta
xe

s(1
)

at
 0

%
at

 5
%

at
 1

0%
at

 1
5%

at
 2

0%

34
,2

33
.5

26
,8

67
.1

22
,3

17
.8

19
,2

35
.7

17
,0

06
.2

0.
0

34
,2

33
.5

26
,8

67
.1

22
,3

17
.8

19
,2

35
.7

17
,0

06
.2

15
,1

95
.3

9,
28

3.
0

6,
57

9.
5

4,
95

4.
9

3,
85

9.
7

2,
74

6.
4

12
,4

49
.0

7,
60

5.
2

5,
39

0.
3

4,
05

9.
4

3,
16

2.
1

24
,4

40
.2

15
,6

33
.1

10
,0

47
.1

6,
38

6.
2

3,
92

0.
5

4,
09

0.
6

20
,3

49
.6

13
,0

16
.6

8,
36

5.
5

5,
31

7.
3

3,
26

4.
3

73
,8

69
.0

51
,7

83
.3

38
,9

44
.3

30
,5

76
.9

24
,7

86
.4

6,
83

6.
9

67
,0

32
.1

47
,4

89
.0

36
,0

73
.6

28
,6

12
.5

23
,4

32
.6

14
,5

60
.5

8,
82

0.
0

5,
87

8.
3

4,
23

3.
0

3,
23

9.
4

3,
04

4.
2

11
,5

16
.3

6,
97

5.
9

4,
64

9.
3

3,
34

8.
0

2,
56

2.
1

88
,4

29
.5

60
,6

03
.2

44
,8

22
.6

34
,8

09
.9

28
,0

25
.7

9,
88

1.
2

78
,5

48
.4

54
,4

64
.9

40
,7

22
.9

31
,9

60
.5

25
,9

94
.7

To
ta

ls
 m

ay
 n

ot
 a

dd
 b

ec
au

se
 o

f r
ou

nd
in

g.

(1
)  T

he
 e

st
im

at
ed

 ta
x 

ra
te

 a
pp

lie
d 

to
 ta

xa
bl

e 
in

co
m

e 
is

 2
1 

pe
rc

en
t. 

 T
he

se
 e

st
im

at
es

 a
re

 a
 s

im
pl

ifi
ca

tio
n 

of
 c

ur
re

nt
 ta

x 
la

w
 a

nd
 w

er
e 

no
t p

re
pa

re
d 

by
 a

 ta
x 

ac
co

un
ta

nt
 o

r l
aw

ye
r.

C
at

eg
or

y

C
at

eg
or

y

   
Pr

ov
ed

 +
 P

ro
ba

bl
e

Pr
ov

ed
 D

ev
el

op
ed

 P
ro

du
ci

ng

R
EV

EN
U

E,
 T

AX
ES

, A
N

D
 C

O
ST

S 
(U

SM
$)

 - 
BA

SE
 C

AS
E

SO
U

TH
ER

N
 E

N
ER

G
Y 

C
O

R
P.

AL
AB

AM
A 

AN
D

 M
IS

SI
SS

IP
PI

AS
 O

F 
AP

R
IL

 1
, 2

02
1

Pr
ov

ed
 U

nd
ev

el
op

ed

   
To

ta
l P

ro
ve

d

Pr
ob

ab
le

Pr
ov

ed
 D

ev
el

op
ed

 N
on

-P
ro

du
ci

ng

Figure 8

115



�� �� ��

���� ��

� 	


 � ��

� ��������������

���������������

������������������

��������	������������������
��������������

�������������

������������ ���

�������!�����������

��������������	

��"���������
����������������

���������������#

��������

���������
�����
����������

�������������

������������

�������������

������
�	����

�$��������

���������
�����

�������������
������

���������������������

�������������
�����

������
�����

���������������

���������������	��
������������������

�������������������

�������������������

���������������

��"���
�
��

��������������

�%��%������&��

����������

������������������

�
�


'�
�
�
!
�

�
�


'�
�
�
!
�

�
�
�
'�
�
�
!
�

�
�
�
'�
�
�
!
�

�
�
�
'�
�
�
!
�

�
�
�
'�
�
�
!
�

�


�
'�
�
�
!
�

�


�
'�
�
�
!
�

�


�
'�
�
�
!
�

�


�
'�
�
�
!
�

���'����!�

���'����!�

���'����!�

���'����!�

��
'����!�

��
'����!�

�����	�

������	�
�����	����
�()**��*+,-.'��/00/00/11/

%��
���������

& '#)*& )#*&& *#&&&

"�,%$��-����$$.

��������	
����
������������������
����
�����������������������
���
�������������������
�
	������
��������������

���������	
�������

������������
�����

!/2+34�#Figure 9Figure 9

116



$(24���

�� ��

�


 �

�

�� 	�

��
��

��

�
�

�
�

� �

������

�
�
�
�
�
�

�
�
�
�
�
�

� �
�
�
�
�

������

�
�
�
�
�
�

�

�
�
�
�
�

������

��

�

��

�
��

��

�
�



�

��

�������

�� �!�"
������"

�� �! �

�������

����#! 

������#

�����$"

�����!"

�������

������!

�����!#

�
�
�
'�
�
�
!
�

�
�
�
'�
�
�
!
�

�
�
�
'�
�
�
!
�

�
�
�
'�
�
�
!
�

�


�
'�
�
�
!
�

�


�
'�
�
�
!
�

�


�
'�
�
�
!
�

�


�
'�
�
�
!
�

���'����!�

���'����!�

���'����!�

���'����!�

��
'����!�

��
'����!�

������	�
�����	����
�()**��*+,-.'��/00/00/11/

0�����"�������
.���%�����������
1��������!��	��

�*,-*+3��,-435(67����!44-

& '#&&& )#&&& 2#&&&

"�,%$��-����$$.

��������	
����
������������������
����
�����������������������
���
�������������������
�
	������
��������������

�

�

�

�
�

������


�	��

�


����


���� �����

�	�


�
��

��	��

������

�����

�����

�����
�����

������

������

������

������

������


�����

���

�����


�����

�

�

�

���

�466��.89*60

�(0��466

�/6��466

�3.��*64

�����	�

���������	
�������

������������
�����

Page 48Page 48Figure 10

117



A
ll 

es
tim

at
es

 a
nd

 e
xh

ib
its

 h
er

ei
n 

ar
e 

pa
rt 

of
 th

is
 N

S
A

I r
ep

or
t a

nd
 a

re
 s

ub
je

ct
 to

 it
s 

pa
ra

m
et

er
s 

an
d 

co
nd

iti
on

s.

S
O

U
TH

E
R

N
 E

N
E

R
G

Y
 C

O
R

P
. I

N
TE

R
E

S
T

S
U

M
M

A
R

Y
 P

R
O

JE
C

TI
O

N
 O

F 
R

E
S

E
R

V
E

S
 A

N
D

 R
E

V
E

N
U

E

A
S

 O
F 

A
P

R
IL

 1
, 2

02
1

TO
TA

L 
P

R
O

V
E

D
 R

E
S

E
R

V
E

S

S
U

M
M

A
R

Y
 - 

C
E

R
TA

IN
 P

R
O

P
E

R
TI

E
S

M
E

C
H

A
N

IC
S

B
U

R
G

 F
IE

LD

Y
A

ZO
O

 C
O

U
N

TY
, M

IS
S

IS
S

IP
P

I

B
A

S
E

D
 O

N
 E

S
C

A
LA

TE
D

 P
R

IC
E

 A
N

D
 C

O
S

T 
P

A
R

A
M

E
TE

R
S

 C
A

S
E

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

12
-3

1-
20

21

12
-3

1-
20

22

12
-3

1-
20

23

12
-3

1-
20

24

12
-3

1-
20

25

12
-3

1-
20

26

12
-3

1-
20

27

12
-3

1-
20

28

12
-3

1-
20

29

12
-3

1-
20

30

12
-3

1-
20

31

12
-3

1-
20

32

12
-3

1-
20

33

12
-3

1-
20

34

12
-3

1-
20

35

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L

C
U

M
 P

R
O

D

U
LT

IM
A

TE

G
R

O
S

S
 (1

00
 P

E
R

C
E

N
T)

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  3
.6

   
   

 1
6.

4

   
   

  9
.8

   
   

  3
.4

   
   

  0
.0

   
   

  0
.0

   
   

 3
3.

3

   
   

  0
.0

   
   

 3
3.

3

   
   

  0
.0

   
   

 3
3.

3

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  8
.8

   
   

 1
7.

4

   
   

 6
3.

6

   
   

 6
5.

4

   
   

 4
4.

7

   
   

 3
5.

7

   
   

 3
0.

0

   
   

 2
6.

3

   
   

 2
3.

5

   
   

 2
1.

3

   
   

 1
9.

2

   
   

 1
7.

6

   
   

 1
6.

3

   
   

 1
3.

0

   
   

  3
.3

   
   

40
6.

1

   
   

 1
2.

7

   
   

41
8.

9

   
   

56
1.

8

   
   

98
0.

7

N
G

L

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

M
M

cf

   
   

76
9.

1

   
 1

,4
11

.3

   
 4

,2
25

.8

   
 4

,3
34

.0

   
 3

,0
37

.4

   
 2

,4
66

.5

   
 2

,0
92

.2

   
 1

,8
46

.3

   
 1

,6
65

.4

   
 1

,5
33

.3

   
 1

,4
59

.0

   
 1

,3
06

.7

   
 1

,1
80

.8

   
   

93
3.

3

   
   

32
6.

7

   
28

,5
87

.9

   
 1

,4
00

.0

   
29

,9
87

.9

   
32

,9
19

.5

   
62

,9
07

.4

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  3
.6

   
   

 1
6.

3

   
   

  9
.8

   
   

  3
.4

   
   

  0
.0

   
   

  0
.0

   
   

 3
3.

1

   
   

  0
.0

   
   

 3
3.

1

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  8
.7

   
   

 1
7.

2

   
   

 6
3.

4

   
   

 6
5.

3

   
   

 4
4.

6

   
   

 3
5.

6

   
   

 2
9.

9

   
   

 2
6.

2

   
   

 2
3.

5

   
   

 2
1.

2

   
   

 1
9.

2

   
   

 1
7.

6

   
   

 1
6.

3

   
   

 1
3.

0

   
   

  3
.3

   
   

40
4.

9

   
   

 1
2.

5

   
   

41
7.

5

N
G

L

M
bb

l

   
   

  6
.3

   
   

 1
1.

6

   
   

 3
5.

0

   
   

 3
5.

9

   
   

 2
5.

1

   
   

 2
0.

4

   
   

 1
7.

3

   
   

 1
5.

3

   
   

 1
3.

8

   
   

 1
2.

7

   
   

 1
2.

1

   
   

 1
0.

8

   
   

  9
.8

   
   

  7
.7

   
   

  2
.7

   
   

23
6.

3

   
   

 1
1.

4

   
   

24
7.

7

N
A

T 
G

A
S

M
M

cf

   
   

62
5.

6

   
 1

,1
49

.6

   
 3

,4
64

.1

   
 3

,5
53

.8

   
 2

,4
88

.6

   
 2

,0
19

.6

   
 1

,7
12

.8

   
 1

,5
11

.2

   
 1

,3
62

.9

   
 1

,2
54

.7

   
 1

,1
94

.0

   
 1

,0
69

.3

   
   

96
6.

2

   
   

76
3.

1

   
   

26
4.

7

   
23

,4
00

.3

   
 1

,1
32

.8

   
24

,5
33

.0

C
O

M
P

A
N

Y
 N

E
T 

R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  2
.9

   
   

 1
3.

2

   
   

  7
.9

   
   

  2
.8

   
   

  0
.0

   
   

  0
.0

   
   

 2
6.

9

   
   

  0
.0

   
   

 2
6.

9

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  7
.0

   
   

 1
4.

0

   
   

 5
1.

7

   
   

 5
3.

2

   
   

 3
6.

3

   
   

 2
9.

0

   
   

 2
4.

4

   
   

 2
1.

3

   
   

 1
9.

1

   
   

 1
7.

3

   
   

 1
5.

6

   
   

 1
4.

3

   
   

 1
3.

3

   
   

 1
0.

6

   
   

  2
.7

   
   

32
9.

8

   
   

 1
0.

2

   
   

34
0.

0

N
G

L

M
bb

l

   
   

  5
.1

   
   

  9
.4

   
   

 2
8.

5

   
   

 2
9.

2

   
   

 2
0.

5

   
   

 1
6.

6

   
   

 1
4.

1

   
   

 1
2.

4

   
   

 1
1.

2

   
   

 1
0.

3

   
   

  9
.8

   
   

  8
.8

   
   

  7
.9

   
   

  6
.3

   
   

  2
.2

   
   

19
2.

4

   
   

  9
.3

   
   

20
1.

7

N
A

T 
G

A
S

M
M

cf

   
   

50
8.

5

   
   

93
5.

0

   
 2

,8
22

.0

   
 2

,8
95

.3

   
 2

,0
27

.1

   
 1

,6
44

.7

   
 1

,3
94

.9

   
 1

,2
30

.6

   
 1

,1
09

.8

   
 1

,0
21

.6

   
   

97
2.

1

   
   

87
0.

6

   
   

78
6.

7

   
   

62
1.

3

   
   

21
5.

1

   
19

,0
55

.3

   
   

91
9.

2

   
19

,9
74

.5

A
V

E
R

A
G

E
 P

R
IC

E
S

L/
M

 O
IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
  6

2.
72

   
  6

4.
01

   
  6

5.
32

   
  6

6.
66

   
   

0.
00

   
   

0.
00

   
  6

4.
53

   
   

0.
00

   
  6

4.
53

H
V

Y
 O

IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

C
O

N
D

U
S

$/
bb

l

   
  5

7.
61

   
  5

5.
83

   
  5

4.
38

   
  5

5.
50

   
  5

6.
65

   
  5

7.
81

   
  5

9.
01

   
  6

0.
22

   
  6

1.
45

   
  6

2.
72

   
  6

4.
01

   
  6

5.
32

   
  6

6.
66

   
  6

8.
03

   
  6

9.
42

   
  5

8.
79

   
  7

5.
68

   
  5

9.
30

N
G

L

U
S

$/
bb

l

   
  2

8.
80

   
  2

7.
93

   
  2

7.
23

   
  2

7.
77

   
  2

8.
33

   
  2

8.
89

   
  2

9.
48

   
  3

0.
06

   
  3

0.
66

   
  3

1.
28

   
  3

1.
90

   
  3

2.
54

   
  3

3.
19

   
  3

3.
86

   
  3

4.
53

   
  2

9.
44

   
  3

7.
59

   
  2

9.
81

N
A

T 
G

A
S

U
S

$/
M

cf

   
  2

.5
94

   
  2

.7
04

   
  2

.7
64

   
  2

.8
34

   
  2

.8
94

   
  2

.9
54

   
  3

.0
14

   
  3

.0
84

   
  3

.1
44

   
  3

.2
04

   
  3

.2
71

   
  3

.3
40

   
  3

.4
10

   
  3

.4
81

   
  3

.5
54

   
  2

.9
93

   
  3

.8
82

   
  3

.0
34

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

 1
2-

31
-2

02
1

 1
2-

31
-2

02
2

 1
2-

31
-2

02
3

 1
2-

31
-2

02
4

 1
2-

31
-2

02
5

 1
2-

31
-2

02
6

 1
2-

31
-2

02
7

 1
2-

31
-2

02
8

 1
2-

31
-2

02
9

 1
2-

31
-2

03
0

 1
2-

31
-2

03
1

 1
2-

31
-2

03
2

 1
2-

31
-2

03
3

 1
2-

31
-2

03
4

 1
2-

31
-2

03
5

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L 
O

F 
 2

4.
8 

Y
R

S

N
U

M
B

E
R

 O
F 

A
C

TI
V

E

C
O

M
P

LE
TI

O
N

S

10
0%

   
   

   
13

   
   

   
15

   
   

   
18

   
   

   
18

   
   

   
17

   
   

   
17

   
   

   
17

   
   

   
16

   
   

   
16

   
   

   
16

   
   

   
16

   
   

   
16

   
   

   
15

   
   

   
14

   
   

   
 7

C
O

 G
R

S

   
   

12
.8

6

   
   

14
.8

6

   
   

17
.8

6

   
   

17
.8

6

   
   

16
.8

6

   
   

16
.8

6

   
   

16
.8

6

   
   

15
.8

8

   
   

15
.8

8

   
   

15
.8

8

   
   

15
.8

9

   
   

15
.8

9

   
   

14
.8

9

   
   

13
.9

0

   
   

 6
.9

0

C
O

M
P

A
N

Y

G
R

O
S

S

E
Q

U
IV

B
O

E
/d

   
   

  4
35

   
   

  6
04

   
   

1,
85

1

   
   

1,
89

5

   
   

1,
32

7

   
   

1,
07

6

   
   

  9
12

   
   

  8
01

   
   

  7
24

   
   

  6
76

   
   

  6
76

   
   

  5
91

   
   

  5
22

   
   

  4
05

   
   

  1
37

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

V
E

N
U

E

L/
M

 O
IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

22
7.

4

   
 1

,0
44

.4

   
   

63
9.

5

   
   

22
7.

1

   
   

  0
.0

   
   

  0
.0

   
 2

,1
38

.4

   
   

  0
.0

   
 2

,1
38

.4

H
V

Y
 O

IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

U
S

M
$

   
   

49
9.

2

   
   

96
1.

6

   
 3

,4
49

.4

   
 3

,6
24

.1

   
 2

,5
26

.9

   
 2

,0
56

.2

   
 1

,7
66

.6

   
 1

,5
77

.6

   
 1

,4
41

.8

   
 1

,3
31

.0

   
 1

,2
28

.2

   
 1

,1
49

.0

   
 1

,0
86

.6

   
   

88
1.

8

   
   

22
6.

8

   
23

,8
06

.7

   
   

94
9.

6

   
24

,7
56

.3

N
G

L

U
S

M
$

   
   

18
1.

9

   
   

32
4.

2

   
   

95
2.

3

   
   

99
6.

5

   
   

71
1.

9

   
   

58
9.

2

   
   

50
9.

8

   
   

45
8.

8

   
   

42
2.

0

   
   

39
6.

3

   
   

38
4.

7

   
   

35
1.

4

   
   

32
3.

8

   
   

26
0.

9

   
   

 9
2.

3

   
 6

,9
55

.8

   
   

42
9.

9

   
 7

,3
85

.7

N
A

T 
G

A
S

U
S

M
$

   
 1

,6
22

.7

   
 3

,1
08

.5

   
 9

,5
74

.8

   
10

,0
71

.4

   
 7

,2
02

.1

   
 5

,9
65

.9

   
 5

,1
62

.5

   
 4

,6
60

.6

   
 4

,2
85

.0

   
 4

,0
20

.1

   
 3

,9
05

.9

   
 3

,5
71

.2

   
 3

,2
94

.4

   
 2

,6
56

.3

   
   

94
0.

8

   
70

,0
42

.1

   
 4

,3
97

.2

   
74

,4
39

.3

N
E

T 
D

E
D

U
C

TI
O

N
S

/E
X

P
E

N
D

IT
U

R
E

S

C
R

N
/C

G
A

R
O

Y
A

LT
IE

S

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

B
U

R
D

E
N

A
N

D
 N

P
I

U
S

M
$

   
   

43
1.

1

   
   

82
0.

1

   
 2

,5
90

.0

   
 2

,7
21

.8

   
 1

,9
35

.8

   
 1

,5
97

.9

   
 1

,3
80

.6

   
 1

,2
43

.2

   
 1

,1
41

.6

   
 1

,1
10

.0

   
 1

,2
21

.6

   
 1

,0
62

.3

   
   

91
6.

5

   
   

70
5.

8

   
   

23
6.

3

   
19

,1
14

.5

   
 1

,0
89

.1

   
20

,2
03

.6

P
R

O
P

 A
N

D

M
IN

 T
A

X
E

S

U
S

M
$

   
   

11
6.

3

   
   

22
1.

8

   
   

70
5.

8

   
   

74
1.

4

   
   

52
6.

5

   
   

43
3.

9

   
   

37
4.

6

   
   

33
7.

0

   
   

30
9.

3

   
   

30
0.

1

   
   

32
8.

8

   
   

28
6.

2

   
   

24
7.

3

   
   

19
0.

5

   
   

 6
3.

1

   
 5

,1
82

.6

   
   

28
8.

3

   
 5

,4
71

.0

C
O

S
TS

C
A

P
IT

A
L

U
S

M
$

   
   

22
0.

6

   
 6

,5
28

.0

   
13

,3
17

.1

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

10
9.

4

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
20

,1
75

.1

   
   

  0
.0

   
20

,1
75

.1

A
B

A
N

D

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

 2
1.

1

   
   

  0
.0

   
   

 2
1.

9

   
   

  0
.0

   
   

  0
.0

   
   

 2
2.

8

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

 2
5.

7

   
   

 2
6.

1

   
   

11
7.

5

   
   

39
6.

3

   
   

51
3.

9

O
P

E
R

E
X

P
E

N
S

E

U
S

M
$

   
   

77
5.

1

   
 1

,2
69

.9

   
 2

,2
42

.3

   
 2

,3
63

.8

   
 1

,9
34

.5

   
 1

,7
72

.4

   
 1

,6
17

.8

   
 1

,5
48

.4

   
 1

,5
11

.2

   
 1

,4
84

.3

   
 1

,4
88

.8

   
 1

,4
08

.3

   
 1

,3
24

.6

   
 1

,0
66

.4

   
   

60
7.

1

   
22

,4
14

.9

   
 3

,5
67

.9

   
25

,9
82

.8

FU
TU

R
E

 N
E

T 
R

E
V

E
N

U
E

B
E

FO
R

E
 IN

C
O

M
E

 T
A

X
E

S

U
N

D
IS

C

P
E

R
IO

D

U
S

M
$

   
   

76
0.

6

-4
,4

45
.4

-4
,8

78
.8

8,
84

3.
9

6,
04

4.
2

4,
78

5.
1

4,
06

5.
9

3,
56

8.
4

3,
16

3.
8

2,
97

0.
8

3,
52

4.
0

2,
95

4.
3

2,
44

3.
5

1,
81

0.
5

32
7.

4

   
35

,9
38

.2

   
   

43
5.

1

   
36

,3
73

.2D
IS

C
 @

 1
0.

00
0%

C
U

M

U
S

M
$

   
   

73
8.

1

-3
,0

50
.9

-6
,9

69
.8

-4
50

.5

3,
59

1.
5

6,
49

8.
6

8,
74

3.
4

10
,5

34
.1

11
,9

76
.9

13
,2

06
.8

14
,5

36
.2

15
,5

49
.0

16
,3

11
.3

16
,8

26
.9

16
,9

12
.1

   
16

,9
12

.1

   
16

,9
99

.4

   
16

,9
99

.4

P
R

E
S

E
N

T 
W

O
R

TH
 P

R
O

FI
LE

D
IS

C
 R

A
TE

%

   
   

5.
00

0

   
  1

0.
00

0

   
  1

5.
00

0

   
  2

0.
00

0

   
  2

5.
00

0

   
  3

0.
00

0

   
  3

5.
00

0

   
  4

0.
00

0

   
  4

5.
00

0

   
  5

0.
00

0

C
U

M
 P

W

U
S

M
$    
24

,4
97

.0

   
16

,9
99

.4

   
12

,0
79

.1

   
 8

,7
40

.8

   
 6

,4
11

.1

   
 4

,7
46

.0

   
 3

,5
32

.0

   
 2

,6
31

.9

   
 1

,9
55

.3

   
 1

,4
41

.0

Figure 11

118



A
ll 

es
tim

at
es

 a
nd

 e
xh

ib
its

 h
er

ei
n 

ar
e 

pa
rt 

of
 th

is
 N

S
A

I r
ep

or
t a

nd
 a

re
 s

ub
je

ct
 to

 it
s 

pa
ra

m
et

er
s 

an
d 

co
nd

iti
on

s.

S
O

U
TH

E
R

N
 E

N
E

R
G

Y
 C

O
R

P
. I

N
TE

R
E

S
T

S
U

M
M

A
R

Y
 P

R
O

JE
C

TI
O

N
 O

F 
R

E
S

E
R

V
E

S
 A

N
D

 R
E

V
E

N
U

E

A
S

 O
F 

A
P

R
IL

 1
, 2

02
1

P
R

O
V

E
D

 D
E

V
E

LO
P

E
D

 P
R

O
D

U
C

IN
G

 R
E

S
E

R
V

E
S

S
U

M
M

A
R

Y
 - 

C
E

R
TA

IN
 P

R
O

P
E

R
TI

E
S

M
E

C
H

A
N

IC
S

B
U

R
G

 F
IE

LD

Y
A

ZO
O

 C
O

U
N

TY
, M

IS
S

IS
S

IP
P

I

B
A

S
E

D
 O

N
 E

S
C

A
LA

TE
D

 P
R

IC
E

 A
N

D
 C

O
S

T 
P

A
R

A
M

E
TE

R
S

 C
A

S
E

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

12
-3

1-
20

21

12
-3

1-
20

22

12
-3

1-
20

23

12
-3

1-
20

24

12
-3

1-
20

25

12
-3

1-
20

26

12
-3

1-
20

27

12
-3

1-
20

28

12
-3

1-
20

29

12
-3

1-
20

30

12
-3

1-
20

31

12
-3

1-
20

32

12
-3

1-
20

33

12
-3

1-
20

34

12
-3

1-
20

35

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L

C
U

M
 P

R
O

D

U
LT

IM
A

TE

G
R

O
S

S
 (1

00
 P

E
R

C
E

N
T)

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  8
.3

   
   

  9
.7

   
   

  7
.9

   
   

  7
.0

   
   

  6
.2

   
   

  5
.7

   
   

  5
.0

   
   

  4
.6

   
   

  4
.3

   
   

  3
.9

   
   

  3
.4

   
   

  3
.0

   
   

  2
.7

   
   

  2
.1

   
   

  1
.8

   
   

 7
5.

7

   
   

 1
0.

3

   
   

 8
6.

0

   
   

46
8.

5

   
   

55
4.

4

N
G

L

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

M
M

cf

   
   

72
4.

0

   
   

87
3.

3

   
   

76
8.

2

   
   

68
7.

9

   
   

62
0.

5

   
   

57
7.

2

   
   

51
2.

2

   
   

47
4.

4

   
   

44
5.

2

   
   

41
1.

3

   
   

36
6.

2

   
   

32
3.

1

   
   

29
3.

5

   
   

23
3.

6

   
   

20
3.

1

   
 7

,5
13

.7

   
 1

,1
77

.6

   
 8

,6
91

.3

   
26

,6
87

.9

   
35

,3
79

.2

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  8
.2

   
   

  9
.6

   
   

  7
.9

   
   

  6
.9

   
   

  6
.1

   
   

  5
.6

   
   

  5
.0

   
   

  4
.6

   
   

  4
.3

   
   

  3
.9

   
   

  3
.3

   
   

  2
.9

   
   

  2
.7

   
   

  2
.1

   
   

  1
.7

   
   

 7
4.

8

   
   

 1
0.

1

   
   

 8
5.

0

N
G

L

M
bb

l

   
   

  5
.9

   
   

  7
.2

   
   

  6
.3

   
   

  5
.6

   
   

  5
.1

   
   

  4
.7

   
   

  4
.2

   
   

  3
.9

   
   

  3
.7

   
   

  3
.4

   
   

  3
.0

   
   

  2
.6

   
   

  2
.4

   
   

  1
.9

   
   

  1
.7

   
   

 6
1.

6

   
   

  9
.6

   
   

 7
1.

3

N
A

T 
G

A
S

M
M

cf

   
   

58
8.

9

   
   

71
0.

1

   
   

62
4.

3

   
   

55
8.

8

   
   

50
3.

9

   
   

46
8.

6

   
   

41
6.

0

   
   

38
5.

3

   
   

36
1.

6

   
   

33
4.

1

   
   

29
7.

6

   
   

26
2.

4

   
   

23
8.

3

   
   

18
9.

1

   
   

16
4.

3

   
 6

,1
03

.4

   
   

95
4.

7

   
 7

,0
58

.1

C
O

M
P

A
N

Y
 N

E
T 

R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  6
.7

   
   

  7
.8

   
   

  6
.4

   
   

  5
.6

   
   

  5
.0

   
   

  4
.6

   
   

  4
.0

   
   

  3
.7

   
   

  3
.5

   
   

  3
.2

   
   

  2
.7

   
   

  2
.4

   
   

  2
.2

   
   

  1
.7

   
   

  1
.4

   
   

 6
0.

8

   
   

  8
.2

   
   

 6
9.

0

N
G

L

M
bb

l

   
   

  4
.8

   
   

  5
.8

   
   

  5
.1

   
   

  4
.6

   
   

  4
.1

   
   

  3
.8

   
   

  3
.4

   
   

  3
.2

   
   

  3
.0

   
   

  2
.7

   
   

  2
.4

   
   

  2
.2

   
   

  2
.0

   
   

  1
.6

   
   

  1
.3

   
   

 5
0.

1

   
   

  7
.8

   
   

 5
7.

9

N
A

T 
G

A
S

M
M

cf

   
   

47
8.

6

   
   

57
7.

2

   
   

50
7.

4

   
   

45
4.

1

   
   

40
9.

5

   
   

38
0.

8

   
   

33
8.

1

   
   

31
3.

1

   
   

29
3.

8

   
   

27
1.

5

   
   

24
1.

8

   
   

21
3.

2

   
   

19
3.

6

   
   

15
3.

6

   
   

13
3.

4

   
 4

,9
59

.9

   
   

77
5.

1

   
 5

,7
34

.9

A
V

E
R

A
G

E
 P

R
IC

E
S

L/
M

 O
IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

H
V

Y
 O

IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

C
O

N
D

U
S

$/
bb

l

   
  5

7.
61

   
  5

5.
83

   
  5

4.
38

   
  5

5.
50

   
  5

6.
65

   
  5

7.
81

   
  5

9.
01

   
  6

0.
22

   
  6

1.
45

   
  6

2.
72

   
  6

4.
01

   
  6

5.
32

   
  6

6.
66

   
  6

8.
03

   
  6

9.
42

   
  5

8.
99

   
  7

6.
01

   
  6

1.
02

N
G

L

U
S

$/
bb

l

   
  2

8.
80

   
  2

7.
93

   
  2

7.
23

   
  2

7.
77

   
  2

8.
33

   
  2

8.
89

   
  2

9.
48

   
  3

0.
06

   
  3

0.
66

   
  3

1.
28

   
  3

1.
90

   
  3

2.
54

   
  3

3.
19

   
  3

3.
86

   
  3

4.
53

   
  2

9.
58

   
  3

7.
72

   
  3

0.
68

N
A

T 
G

A
S

U
S

$/
M

cf

   
  2

.5
94

   
  2

.7
04

   
  2

.7
64

   
  2

.8
34

   
  2

.8
94

   
  2

.9
54

   
  3

.0
14

   
  3

.0
84

   
  3

.1
44

   
  3

.2
04

   
  3

.2
71

   
  3

.3
40

   
  3

.4
10

   
  3

.4
81

   
  3

.5
54

   
  2

.9
74

   
  3

.8
96

   
  3

.0
99

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

 1
2-

31
-2

02
1

 1
2-

31
-2

02
2

 1
2-

31
-2

02
3

 1
2-

31
-2

02
4

 1
2-

31
-2

02
5

 1
2-

31
-2

02
6

 1
2-

31
-2

02
7

 1
2-

31
-2

02
8

 1
2-

31
-2

02
9

 1
2-

31
-2

03
0

 1
2-

31
-2

03
1

 1
2-

31
-2

03
2

 1
2-

31
-2

03
3

 1
2-

31
-2

03
4

 1
2-

31
-2

03
5

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L 
O

F 
 2

4.
8 

Y
R

S

N
U

M
B

E
R

 O
F 

A
C

TI
V

E

C
O

M
P

LE
TI

O
N

S

10
0%

   
   

   
11

   
   

   
11

   
   

   
10

   
   

   
10

   
   

   
 9

   
   

   
 9

   
   

   
 9

   
   

   
 8

   
   

   
 8

   
   

   
 8

   
   

   
 7

   
   

   
 7

   
   

   
 6

   
   

   
 6

   
   

   
 4

C
O

 G
R

S

   
   

10
.8

9

   
   

10
.8

9

   
   

 9
.8

9

   
   

 9
.8

9

   
   

 8
.8

9

   
   

 8
.8

9

   
   

 8
.8

9

   
   

 7
.9

1

   
   

 7
.9

1

   
   

 7
.9

1

   
   

 6
.9

3

   
   

 6
.9

3

   
   

 5
.9

3

   
   

 5
.9

3

   
   

 3
.9

3

C
O

M
P

A
N

Y

G
R

O
S

S

E
Q

U
IV

B
O

E
/d

   
   

  4
10

   
   

  3
70

   
   

  3
24

   
   

  2
89

   
   

  2
61

   
   

  2
42

   
   

  2
15

   
   

  1
99

   
   

  1
87

   
   

  1
72

   
   

  1
53

   
   

  1
35

   
   

  1
23

   
   

   
97

   
   

   
84

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

V
E

N
U

E

L/
M

 O
IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

H
V

Y
 O

IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

U
S

M
$

   
   

47
5.

1

   
   

53
8.

5

   
   

42
7.

3

   
   

38
1.

7

   
   

34
6.

6

   
   

32
4.

9

   
   

29
3.

6

   
   

27
5.

7

   
   

26
2.

5

   
   

24
3.

8

   
   

21
3.

2

   
   

19
2.

3

   
   

17
7.

8

   
   

14
0.

7

   
   

12
0.

9

   
 4

,4
14

.6

   
   

77
1.

2

   
 5

,1
85

.8

N
G

L

U
S

M
$

   
   

17
1.

2

   
   

20
0.

3

   
   

17
1.

6

   
   

15
6.

7

   
   

14
4.

1

   
   

13
6.

7

   
   

12
3.

8

   
   

11
7.

0

   
   

11
1.

9

   
   

10
5.

5

   
   

 9
5.

9

   
   

 8
6.

2

   
   

 7
9.

9

   
   

 6
4.

7

   
   

 5
7.

3

   
 1

,8
22

.8

   
   

36
3.

6

   
 2

,1
86

.4

N
A

T 
G

A
S

U
S

M
$

   
 1

,5
27

.5

   
 1

,9
20

.2

   
 1

,7
25

.7

   
 1

,5
83

.7

   
 1

,4
58

.3

   
 1

,3
84

.3

   
 1

,2
53

.9

   
 1

,1
88

.4

   
 1

,1
36

.8

   
 1

,0
70

.4

   
   

97
3.

4

   
   

87
6.

3

   
   

81
2.

4

   
   

65
8.

4

   
   

58
3.

7

   
18

,1
53

.6

   
 3

,7
19

.2

   
21

,8
72

.7

N
E

T 
D

E
D

U
C

TI
O

N
S

/E
X

P
E

N
D

IT
U

R
E

S

C
R

N
/C

G
A

R
O

Y
A

LT
IE

S

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

B
U

R
D

E
N

A
N

D
 N

P
I

U
S

M
$

   
   

40
6.

8

   
   

49
7.

7

   
   

43
5.

4

   
   

39
7.

6

   
   

36
5.

3

   
   

34
6.

0

   
   

31
3.

2

   
   

29
6.

3

   
   

28
3.

2

   
   

26
6.

0

   
   

24
0.

2

   
   

21
6.

5

   
   

20
0.

7

   
   

16
2.

2

   
   

14
3.

1

   
 4

,5
70

.5

   
   

91
3.

3

   
 5

,4
83

.8

P
R

O
P

 A
N

D

M
IN

 T
A

X
E

S

U
S

M
$

   
   

10
9.

8

   
   

13
4.

2

   
   

11
7.

3

   
   

10
7.

0

   
   

 9
8.

2

   
   

 9
2.

9

   
   

 8
4.

1

   
   

 7
9.

5

   
   

 7
6.

0

   
   

 7
1.

3

   
   

 6
4.

4

   
   

 5
7.

9

   
   

 5
3.

6

   
   

 4
3.

3

   
   

 3
8.

1

   
 1

,2
27

.6

   
   

24
2.

4

   
 1

,4
70

.0

C
O

S
TS

C
A

P
IT

A
L

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

A
B

A
N

D

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

 2
1.

1

   
   

  0
.0

   
   

 2
1.

9

   
   

  0
.0

   
   

  0
.0

   
   

 2
2.

8

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

 2
5.

7

   
   

  0
.0

   
   

 9
1.

5

   
   

17
8.

6

   
   

27
0.

0

O
P

E
R

E
X

P
E

N
S

E

U
S

M
$

   
   

72
9.

6

   
   

95
8.

8

   
   

87
5.

4

   
   

83
1.

2

   
   

78
9.

9

   
   

78
9.

2

   
   

72
5.

0

   
   

71
3.

5

   
   

71
6.

0

   
   

69
9.

1

   
   

64
1.

1

   
   

58
6.

7

   
   

56
0.

7

   
   

43
8.

5

   
   

38
8.

9

   
10

,4
43

.6

   
 2

,9
65

.1

   
13

,4
08

.7

FU
TU

R
E

 N
E

T 
R

E
V

E
N

U
E

B
E

FO
R

E
 IN

C
O

M
E

 T
A

X
E

S

U
N

D
IS

C

P
E

R
IO

D

U
S

M
$

   
   

92
7.

6

   
 1

,0
68

.3

   
   

89
6.

5

   
   

76
5.

3

   
   

69
5.

6

   
   

59
5.

9

   
   

54
9.

0

   
   

49
1.

8

   
   

41
3.

2

   
   

38
3.

3

   
   

33
6.

8

   
   

29
3.

7

   
   

25
4.

9

   
   

19
4.

0

   
   

19
1.

7

   
 8

,0
57

.8

   
   

55
4.

5

   
 8

,6
12

.4D
IS

C
 @

 1
0.

00
0%

C
U

M

U
S

M
$

   
   

89
6.

0

   
 1

,8
46

.1

   
 2

,5
70

.8

   
 3

,1
33

.9

   
 3

,5
98

.5

   
 3

,9
60

.3

   
 4

,2
63

.3

   
 4

,5
10

.1

   
 4

,6
98

.3

   
 4

,8
57

.3

   
 4

,9
84

.2

   
 5

,0
84

.9

   
 5

,1
64

.4

   
 5

,2
19

.2

   
 5

,2
68

.6

   
 5

,2
68

.6

   
 5

,3
80

.8

   
 5

,3
80

.8

P
R

E
S

E
N

T 
W

O
R

TH
 P

R
O

FI
LE

D
IS

C
 R

A
TE

%

   
   

5.
00

0

   
  1

0.
00

0

   
  1

5.
00

0

   
  2

0.
00

0

   
  2

5.
00

0

   
  3

0.
00

0

   
  3

5.
00

0

   
  4

0.
00

0

   
  4

5.
00

0

   
  5

0.
00

0

C
U

M
 P

W

U
S

M
$    

 6
,6

30
.7

   
 5

,3
80

.8

   
 4

,5
39

.9

   
 3

,9
42

.6

   
 3

,4
99

.0

   
 3

,1
57

.6

   
 2

,8
86

.9

   
 2

,6
67

.0

   
 2

,4
84

.9

   
 2

,3
31

.5

Figure 12

119



A
ll 

es
tim

at
es

 a
nd

 e
xh

ib
its

 h
er

ei
n 

ar
e 

pa
rt 

of
 th

is
 N

S
A

I r
ep

or
t a

nd
 a

re
 s

ub
je

ct
 to

 it
s 

pa
ra

m
et

er
s 

an
d 

co
nd

iti
on

s.

S
O

U
TH

E
R

N
 E

N
E

R
G

Y
 C

O
R

P
. I

N
TE

R
E

S
T

S
U

M
M

A
R

Y
 P

R
O

JE
C

TI
O

N
 O

F 
R

E
S

E
R

V
E

S
 A

N
D

 R
E

V
E

N
U

E

A
S

 O
F 

A
P

R
IL

 1
, 2

02
1

P
R

O
V

E
D

 D
E

V
E

LO
P

E
D

 N
O

N
-P

R
O

D
U

C
IN

G
 R

E
S

E
R

V
E

S

S
U

M
M

A
R

Y
 - 

C
E

R
TA

IN
 P

R
O

P
E

R
TI

E
S

M
E

C
H

A
N

IC
S

B
U

R
G

 F
IE

LD

Y
A

ZO
O

 C
O

U
N

TY
, M

IS
S

IS
S

IP
P

I

B
A

S
E

D
 O

N
 E

S
C

A
LA

TE
D

 P
R

IC
E

 A
N

D
 C

O
S

T 
P

A
R

A
M

E
TE

R
S

 C
A

S
E

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

12
-3

1-
20

21

12
-3

1-
20

22

12
-3

1-
20

23

12
-3

1-
20

24

12
-3

1-
20

25

12
-3

1-
20

26

12
-3

1-
20

27

12
-3

1-
20

28

12
-3

1-
20

29

12
-3

1-
20

30

12
-3

1-
20

31

12
-3

1-
20

32

12
-3

1-
20

33

12
-3

1-
20

34

12
-3

1-
20

35

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L

C
U

M
 P

R
O

D

U
LT

IM
A

TE

G
R

O
S

S
 (1

00
 P

E
R

C
E

N
T)

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  3
.6

   
   

 1
6.

4

   
   

  9
.8

   
   

  3
.4

   
   

  0
.0

   
   

  0
.0

   
   

 3
3.

3

   
   

  0
.0

   
   

 3
3.

3

   
   

  0
.0

   
   

 3
3.

3

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  0
.4

   
   

  2
.2

   
   

  1
.9

   
   

  1
.7

   
   

  1
.5

   
   

  1
.4

   
   

  1
.3

   
   

  1
.2

   
   

  1
.1

   
   

  1
.1

   
   

  1
.0

   
   

  0
.9

   
   

  0
.9

   
   

  0
.8

   
   

  0
.8

   
   

 1
8.

2

   
   

  2
.5

   
   

 2
0.

7

   
   

 9
3.

3

   
   

11
4.

0

N
G

L

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

M
M

cf

   
   

 4
5.

1

   
   

20
9.

2

   
   

18
6.

0

   
   

16
8.

2

   
   

15
3.

8

   
   

14
1.

7

   
   

13
1.

4

   
   

12
2.

4

   
   

11
4.

5

   
   

12
5.

6

   
   

18
2.

9

   
   

14
4.

1

   
   

10
6.

3

   
   

 8
3.

8

   
   

 7
6.

1

   
 1

,9
91

.2

   
   

22
2.

4

   
 2

,2
13

.6

   
 6

,2
31

.5

   
 8

,4
45

.1

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  3
.6

   
   

 1
6.

3

   
   

  9
.8

   
   

  3
.4

   
   

  0
.0

   
   

  0
.0

   
   

 3
3.

1

   
   

  0
.0

   
   

 3
3.

1

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  0
.4

   
   

  2
.1

   
   

  1
.9

   
   

  1
.7

   
   

  1
.5

   
   

  1
.4

   
   

  1
.3

   
   

  1
.2

   
   

  1
.1

   
   

  1
.0

   
   

  1
.0

   
   

  0
.9

   
   

  0
.9

   
   

  0
.8

   
   

  0
.7

   
   

 1
7.

9

   
   

  2
.4

   
   

 2
0.

3

N
G

L

M
bb

l

   
   

  0
.4

   
   

  1
.7

   
   

  1
.5

   
   

  1
.4

   
   

  1
.3

   
   

  1
.2

   
   

  1
.1

   
   

  1
.0

   
   

  0
.9

   
   

  1
.0

   
   

  1
.5

   
   

  1
.2

   
   

  0
.9

   
   

  0
.7

   
   

  0
.6

   
   

 1
6.

3

   
   

  1
.8

   
   

 1
8.

1

N
A

T 
G

A
S

M
M

cf

   
   

 3
6.

7

   
   

16
9.

2

   
   

15
0.

5

   
   

13
6.

1

   
   

12
4.

4

   
   

11
4.

4

   
   

10
6.

1

   
   

 9
8.

8

   
   

 9
2.

4

   
   

10
1.

6

   
   

14
8.

5

   
   

11
6.

8

   
   

 8
6.

0

   
   

 6
7.

7

   
   

 6
1.

4

   
 1

,6
10

.7

   
   

17
8.

1

   
 1

,7
88

.7

C
O

M
P

A
N

Y
 N

E
T 

R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  2
.9

   
   

 1
3.

2

   
   

  7
.9

   
   

  2
.8

   
   

  0
.0

   
   

  0
.0

   
   

 2
6.

9

   
   

  0
.0

   
   

 2
6.

9

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  0
.3

   
   

  1
.7

   
   

  1
.5

   
   

  1
.3

   
   

  1
.2

   
   

  1
.1

   
   

  1
.0

   
   

  1
.0

   
   

  0
.9

   
   

  0
.8

   
   

  0
.8

   
   

  0
.7

   
   

  0
.7

   
   

  0
.7

   
   

  0
.6

   
   

 1
4.

5

   
   

  1
.9

   
   

 1
6.

5

N
G

L

M
bb

l

   
   

  0
.3

   
   

  1
.4

   
   

  1
.2

   
   

  1
.1

   
   

  1
.0

   
   

  0
.9

   
   

  0
.9

   
   

  0
.8

   
   

  0
.8

   
   

  0
.8

   
   

  1
.2

   
   

  1
.0

   
   

  0
.7

   
   

  0
.6

   
   

  0
.5

   
   

 1
3.

2

   
   

  1
.5

   
   

 1
4.

7

N
A

T 
G

A
S

M
M

cf

   
   

 2
9.

8

   
   

13
7.

5

   
   

12
2.

3

   
   

11
0.

6

   
   

10
1.

1

   
   

 9
2.

8

   
   

 8
6.

1

   
   

 8
0.

2

   
   

 7
5.

0

   
   

 8
2.

5

   
   

12
0.

6

   
   

 9
4.

8

   
   

 6
9.

8

   
   

 5
4.

9

   
   

 4
9.

9

   
 1

,3
07

.9

   
   

14
4.

1

   
 1

,4
52

.0

A
V

E
R

A
G

E
 P

R
IC

E
S

L/
M

 O
IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
  6

2.
72

   
  6

4.
01

   
  6

5.
32

   
  6

6.
66

   
   

0.
00

   
   

0.
00

   
  6

4.
53

   
   

0.
00

   
  6

4.
53

H
V

Y
 O

IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

C
O

N
D

U
S

$/
bb

l

   
  5

7.
61

   
  5

5.
83

   
  5

4.
38

   
  5

5.
50

   
  5

6.
65

   
  5

7.
81

   
  5

9.
01

   
  6

0.
22

   
  6

1.
45

   
  6

2.
72

   
  6

4.
01

   
  6

5.
32

   
  6

6.
66

   
  6

8.
03

   
  6

9.
42

   
  5

9.
75

   
  7

4.
28

   
  6

1.
47

N
G

L

U
S

$/
bb

l

   
  2

8.
80

   
  2

7.
93

   
  2

7.
23

   
  2

7.
77

   
  2

8.
33

   
  2

8.
89

   
  2

9.
48

   
  3

0.
06

   
  3

0.
66

   
  3

1.
28

   
  3

1.
90

   
  3

2.
54

   
  3

3.
19

   
  3

3.
86

   
  3

4.
53

   
  3

0.
05

   
  3

6.
90

   
  3

0.
73

N
A

T 
G

A
S

U
S

$/
M

cf

   
  2

.5
94

   
  2

.7
04

   
  2

.7
64

   
  2

.8
34

   
  2

.8
94

   
  2

.9
54

   
  3

.0
14

   
  3

.0
84

   
  3

.1
44

   
  3

.2
04

   
  3

.2
71

   
  3

.3
40

   
  3

.4
10

   
  3

.4
81

   
  3

.5
54

   
  3

.0
52

   
  3

.8
08

   
  3

.1
27

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

 1
2-

31
-2

02
1

 1
2-

31
-2

02
2

 1
2-

31
-2

02
3

 1
2-

31
-2

02
4

 1
2-

31
-2

02
5

 1
2-

31
-2

02
6

 1
2-

31
-2

02
7

 1
2-

31
-2

02
8

 1
2-

31
-2

02
9

 1
2-

31
-2

03
0

 1
2-

31
-2

03
1

 1
2-

31
-2

03
2

 1
2-

31
-2

03
3

 1
2-

31
-2

03
4

 1
2-

31
-2

03
5

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L 
O

F 
 2

0.
8 

Y
R

S

N
U

M
B

E
R

 O
F 

A
C

TI
V

E

C
O

M
P

LE
TI

O
N

S

10
0%

   
   

   
 2

   
   

   
 2

   
   

   
 2

   
   

   
 2

   
   

   
 2

   
   

   
 2

   
   

   
 2

   
   

   
 2

   
   

   
 2

   
   

   
 2

   
   

   
 3

   
   

   
 3

   
   

   
 3

   
   

   
 2

   
   

   
 2

C
O

 G
R

S

   
   

 1
.9

7

   
   

 1
.9

7

   
   

 1
.9

7

   
   

 1
.9

7

   
   

 1
.9

7

   
   

 1
.9

7

   
   

 1
.9

7

   
   

 1
.9

7

   
   

 1
.9

7

   
   

 1
.9

7

   
   

 2
.9

6

   
   

 2
.9

6

   
   

 2
.9

6

   
   

 1
.9

7

   
   

 1
.9

7

C
O

M
P

A
N

Y

G
R

O
S

S

E
Q

U
IV

B
O

E
/d

   
   

   
25

   
   

   
88

   
   

   
78

   
   

   
70

   
   

   
64

   
   

   
59

   
   

   
55

   
   

   
51

   
   

   
48

   
   

   
62

   
   

  1
19

   
   

   
86

   
   

   
53

   
   

   
35

   
   

   
32

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

V
E

N
U

E

L/
M

 O
IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

22
7.

4

   
 1

,0
44

.4

   
   

63
9.

5

   
   

22
7.

1

   
   

  0
.0

   
   

  0
.0

   
 2

,1
38

.4

   
   

  0
.0

   
 2

,1
38

.4

H
V

Y
 O

IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

U
S

M
$

   
   

 2
4.

0

   
   

11
8.

4

   
   

10
0.

8

   
   

 9
2.

2

   
   

 8
5.

7

   
   

 8
0.

0

   
   

 7
5.

5

   
   

 7
1.

6

   
   

 6
8.

3

   
   

 6
5.

3

   
   

 6
2.

5

   
   

 5
9.

9

   
   

 5
7.

4

   
   

 5
5.

0

   
   

 5
1.

3

   
 1

,0
68

.0

   
   

17
8.

4

   
 1

,2
46

.5

N
G

L

U
S

M
$

   
   

 1
0.

7

   
   

 4
7.

7

   
   

 4
1.

4

   
   

 3
8.

2

   
   

 3
5.

6

   
   

 3
3.

4

   
   

 3
1.

6

   
   

 3
0.

0

   
   

 2
8.

6

   
   

 3
2.

1

   
   

 4
7.

9

   
   

 3
8.

4

   
   

 2
8.

8

   
   

 2
3.

1

   
   

 2
1.

4

   
   

48
8.

8

   
   

 6
6.

3

   
   

55
5.

1

N
A

T 
G

A
S

U
S

M
$

   
   

 9
5.

2

   
   

45
7.

6

   
   

41
6.

0

   
   

38
5.

6

   
   

36
0.

2

   
   

33
7.

9

   
   

31
9.

6

   
   

30
4.

7

   
   

29
0.

5

   
   

32
5.

5

   
   

48
5.

9

   
   

39
0.

2

   
   

29
3.

2

   
   

23
5.

6

   
   

21
8.

3

   
 4

,9
16

.0

   
   

67
8.

0

   
 5

,5
94

.1

N
E

T 
D

E
D

U
C

TI
O

N
S

/E
X

P
E

N
D

IT
U

R
E

S

C
R

N
/C

G
A

R
O

Y
A

LT
IE

S

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

B
U

R
D

E
N

A
N

D
 N

P
I

U
S

M
$

   
   

 2
4.

2

   
   

11
6.

9

   
   

10
4.

6

   
   

 9
6.

7

   
   

 9
0.

2

   
   

 8
5.

1

   
   

 8
0.

5

   
   

 7
6.

6

   
   

 7
3.

0

   
   

12
2.

4

   
   

30
8.

7

   
   

21
2.

3

   
   

11
4.

2

   
   

 5
9.

1

   
   

 5
4.

9

   
 1

,6
19

.5

   
   

17
5.

8

   
 1

,7
95

.3

P
R

O
P

 A
N

D

M
IN

 T
A

X
E

S

U
S

M
$

   
   

  6
.6

   
   

 3
1.

5

   
   

 2
8.

2

   
   

 2
6.

0

   
   

 2
4.

3

   
   

 2
2.

7

   
   

 2
1.

4

   
   

 2
0.

4

   
   

 1
9.

4

   
   

 3
2.

4

   
   

 8
1.

4

   
   

 5
6.

0

   
   

 3
0.

2

   
   

 1
5.

7

   
   

 1
4.

6

   
   

43
0.

7

   
   

 4
5.

9

   
   

47
6.

7

C
O

S
TS

C
A

P
IT

A
L

U
S

M
$

   
   

22
0.

6

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

10
9.

4

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

33
0.

0

   
   

  0
.0

   
   

33
0.

0

A
B

A
N

D

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

 2
6.

1

   
   

 2
6.

1

   
   

 5
7.

0

   
   

 8
3.

0

O
P

E
R

E
X

P
E

N
S

E

U
S

M
$

   
   

 4
5.

5

   
   

19
8.

4

   
   

19
3.

1

   
   

18
9.

6

   
   

18
7.

4

   
   

18
5.

5

   
   

18
4.

8

   
   

18
4.

5

   
   

18
4.

7

   
   

20
3.

5

   
   

28
7.

5

   
   

27
7.

6

   
   

23
2.

3

   
   

18
8.

8

   
   

18
2.

5

   
 2

,9
25

.6

   
   

60
2.

8

   
 3

,5
28

.3

FU
TU

R
E

 N
E

T 
R

E
V

E
N

U
E

B
E

FO
R

E
 IN

C
O

M
E

 T
A

X
E

S

U
N

D
IS

C

P
E

R
IO

D

U
S

M
$ -1
67

.0

27
6.

9

23
2.

3

20
3.

7

17
9.

6

15
8.

0

14
0.

1

12
4.

8

11
0.

2

18
2.

5

96
3.

2

58
2.

1

22
9.

9

50
.1

13
.0

   
 3

,2
79

.3

   
   

 4
1.

4

   
 3

,3
20

.7D
IS

C
 @

 1
0.

00
0%

C
U

M

U
S

M
$ -1
57

.9

88
.3

27
6.

1

42
5.

8

54
5.

7

64
1.

6

71
9.

0

78
1.

6

83
1.

9

90
5.

6

1,
26

9.
8

1,
47

0.
0

1,
54

2.
8

1,
55

7.
0

1,
56

0.
4

   
 1

,5
60

.4

   
 1

,5
71

.6

   
 1

,5
71

.6

P
R

E
S

E
N

T 
W

O
R

TH
 P

R
O

FI
LE

D
IS

C
 R

A
TE

%

   
   

5.
00

0

   
  1

0.
00

0

   
  1

5.
00

0

   
  2

0.
00

0

   
  2

5.
00

0

   
  3

0.
00

0

   
  3

5.
00

0

   
  4

0.
00

0

   
  4

5.
00

0

   
  5

0.
00

0

C
U

M
 P

W

U
S

M
$    

 2
,2

33
.1

   
 1

,5
71

.6

   
 1

,1
53

.0

   
   

87
7.

8

   
   

69
0.

0

   
   

55
7.

4

   
   

46
0.

7

   
   

38
8.

1

   
   

33
2.

0

   
   

28
7.

8

Figure 13

120



A
ll 

es
tim

at
es

 a
nd

 e
xh

ib
its

 h
er

ei
n 

ar
e 

pa
rt 

of
 th

is
 N

S
A

I r
ep

or
t a

nd
 a

re
 s

ub
je

ct
 to

 it
s 

pa
ra

m
et

er
s 

an
d 

co
nd

iti
on

s.

S
O

U
TH

E
R

N
 E

N
E

R
G

Y
 C

O
R

P
. I

N
TE

R
E

S
T

S
U

M
M

A
R

Y
 P

R
O

JE
C

TI
O

N
 O

F 
R

E
S

E
R

V
E

S
 A

N
D

 R
E

V
E

N
U

E

A
S

 O
F 

A
P

R
IL

 1
, 2

02
1

P
R

O
V

E
D

 U
N

D
E

V
E

LO
P

E
D

 R
E

S
E

R
V

E
S

S
U

M
M

A
R

Y
 - 

C
E

R
TA

IN
 P

R
O

P
E

R
TI

E
S

M
E

C
H

A
N

IC
S

B
U

R
G

 F
IE

LD

Y
A

ZO
O

 C
O

U
N

TY
, M

IS
S

IS
S

IP
P

I

B
A

S
E

D
 O

N
 E

S
C

A
LA

TE
D

 P
R

IC
E

 A
N

D
 C

O
S

T 
P

A
R

A
M

E
TE

R
S

 C
A

S
E

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

12
-3

1-
20

21

12
-3

1-
20

22

12
-3

1-
20

23

12
-3

1-
20

24

12
-3

1-
20

25

12
-3

1-
20

26

12
-3

1-
20

27

12
-3

1-
20

28

12
-3

1-
20

29

12
-3

1-
20

30

12
-3

1-
20

31

12
-3

1-
20

32

12
-3

1-
20

33

12
-3

1-
20

34

12
-3

1-
20

35

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L

C
U

M
 P

R
O

D

U
LT

IM
A

TE

G
R

O
S

S
 (1

00
 P

E
R

C
E

N
T)

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  0
.0

   
   

  5
.5

   
   

 5
3.

7

   
   

 5
6.

8

   
   

 3
7.

0

   
   

 2
8.

6

   
   

 2
3.

7

   
   

 2
0.

4

   
   

 1
8.

1

   
   

 1
6.

3

   
   

 1
4.

9

   
   

 1
3.

7

   
   

 1
2.

8

   
   

 1
0.

1

   
   

  0
.8

   
   

31
2.

2

   
   

  0
.0

   
   

31
2.

2

   
   

  0
.0

   
   

31
2.

2

N
G

L

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

M
M

cf

   
   

  0
.0

   
   

32
8.

8

   
 3

,2
71

.6

   
 3

,4
77

.9

   
 2

,2
63

.1

   
 1

,7
47

.7

   
 1

,4
48

.6

   
 1

,2
49

.5

   
 1

,1
05

.8

   
   

99
6.

4

   
   

90
9.

9

   
   

83
9.

5

   
   

78
0.

9

   
   

61
5.

9

   
   

 4
7.

5

   
19

,0
83

.0

   
   

  0
.0

   
19

,0
83

.0

   
   

  0
.0

   
19

,0
83

.0

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  0
.0

   
   

  5
.5

   
   

 5
3.

7

   
   

 5
6.

8

   
   

 3
7.

0

   
   

 2
8.

6

   
   

 2
3.

7

   
   

 2
0.

4

   
   

 1
8.

1

   
   

 1
6.

3

   
   

 1
4.

9

   
   

 1
3.

7

   
   

 1
2.

8

   
   

 1
0.

1

   
   

  0
.8

   
   

31
2.

2

   
   

  0
.0

   
   

31
2.

2

N
G

L

M
bb

l

   
   

  0
.0

   
   

  2
.7

   
   

 2
7.

2

   
   

 2
8.

9

   
   

 1
8.

8

   
   

 1
4.

5

   
   

 1
2.

0

   
   

 1
0.

4

   
   

  9
.2

   
   

  8
.3

   
   

  7
.6

   
   

  7
.0

   
   

  6
.5

   
   

  5
.1

   
   

  0
.4

   
   

15
8.

4

   
   

  0
.0

   
   

15
8.

4

N
A

T 
G

A
S

M
M

cf

   
   

  0
.0

   
   

27
0.

2

   
 2

,6
89

.3

   
 2

,8
58

.9

   
 1

,8
60

.3

   
 1

,4
36

.6

   
 1

,1
90

.8

   
 1

,0
27

.1

   
   

90
8.

9

   
   

81
9.

0

   
   

74
7.

9

   
   

69
0.

1

   
   

64
1.

9

   
   

50
6.

3

   
   

 3
9.

0

   
15

,6
86

.2

   
   

  0
.0

   
15

,6
86

.2

C
O

M
P

A
N

Y
 N

E
T 

R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  0
.0

   
   

  4
.4

   
   

 4
3.

8

   
   

 4
6.

3

   
   

 3
0.

1

   
   

 2
3.

3

   
   

 1
9.

3

   
   

 1
6.

7

   
   

 1
4.

7

   
   

 1
3.

3

   
   

 1
2.

1

   
   

 1
1.

2

   
   

 1
0.

4

   
   

  8
.2

   
   

  0
.6

   
   

25
4.

5

   
   

  0
.0

   
   

25
4.

5

N
G

L

M
bb

l

   
   

  0
.0

   
   

  2
.2

   
   

 2
2.

1

   
   

 2
3.

5

   
   

 1
5.

3

   
   

 1
1.

8

   
   

  9
.8

   
   

  8
.5

   
   

  7
.5

   
   

  6
.7

   
   

  6
.2

   
   

  5
.7

   
   

  5
.3

   
   

  4
.2

   
   

  0
.3

   
   

12
9.

1

   
   

  0
.0

   
   

12
9.

1

N
A

T 
G

A
S

M
M

cf

   
   

  0
.0

   
   

22
0.

3

   
 2

,1
92

.3

   
 2

,3
30

.6

   
 1

,5
16

.5

   
 1

,1
71

.1

   
   

97
0.

7

   
   

83
7.

3

   
   

74
1.

0

   
   

66
7.

7

   
   

60
9.

7

   
   

56
2.

5

   
   

52
3.

3

   
   

41
2.

7

   
   

 3
1.

8

   
12

,7
87

.5

   
   

  0
.0

   
12

,7
87

.5

A
V

E
R

A
G

E
 P

R
IC

E
S

L/
M

 O
IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

H
V

Y
 O

IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

C
O

N
D

U
S

$/
bb

l

   
   

0.
00

   
  5

5.
83

   
  5

4.
38

   
  5

5.
50

   
  5

6.
65

   
  5

7.
81

   
  5

9.
01

   
  6

0.
22

   
  6

1.
45

   
  6

2.
72

   
  6

4.
01

   
  6

5.
32

   
  6

6.
66

   
  6

8.
03

   
  6

9.
42

   
  5

8.
69

   
   

0.
00

   
  5

8.
69

N
G

L

U
S

$/
bb

l

   
   

0.
00

   
  2

7.
93

   
  2

7.
23

   
  2

7.
77

   
  2

8.
33

   
  2

8.
89

   
  2

9.
48

   
  3

0.
06

   
  3

0.
66

   
  3

1.
28

   
  3

1.
90

   
  3

2.
54

   
  3

3.
19

   
  3

3.
86

   
  3

4.
53

   
  2

9.
32

   
   

0.
00

   
  2

9.
32

N
A

T 
G

A
S

U
S

$/
M

cf

   
  0

.0
00

   
  2

.7
04

   
  2

.7
64

   
  2

.8
34

   
  2

.8
94

   
  2

.9
54

   
  3

.0
14

   
  3

.0
84

   
  3

.1
44

   
  3

.2
04

   
  3

.2
71

   
  3

.3
40

   
  3

.4
10

   
  3

.4
81

   
  3

.5
54

   
  2

.9
94

   
  0

.0
00

   
  2

.9
94

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

 1
2-

31
-2

02
1

 1
2-

31
-2

02
2

 1
2-

31
-2

02
3

 1
2-

31
-2

02
4

 1
2-

31
-2

02
5

 1
2-

31
-2

02
6

 1
2-

31
-2

02
7

 1
2-

31
-2

02
8

 1
2-

31
-2

02
9

 1
2-

31
-2

03
0

 1
2-

31
-2

03
1

 1
2-

31
-2

03
2

 1
2-

31
-2

03
3

 1
2-

31
-2

03
4

 1
2-

31
-2

03
5

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L 
O

F 
 1

4.
2 

Y
R

S

N
U

M
B

E
R

 O
F 

A
C

TI
V

E

C
O

M
P

LE
TI

O
N

S

10
0%

   
   

   
 0

   
   

   
 2

   
   

   
 6

   
   

   
 6

   
   

   
 6

   
   

   
 6

   
   

   
 6

   
   

   
 6

   
   

   
 6

   
   

   
 6

   
   

   
 6

   
   

   
 6

   
   

   
 6

   
   

   
 6

   
   

   
 1

C
O

 G
R

S

   
   

 0
.0

0

   
   

 2
.0

0

   
   

 6
.0

0

   
   

 6
.0

0

   
   

 6
.0

0

   
   

 6
.0

0

   
   

 6
.0

0

   
   

 6
.0

0

   
   

 6
.0

0

   
   

 6
.0

0

   
   

 6
.0

0

   
   

 6
.0

0

   
   

 6
.0

0

   
   

 6
.0

0

   
   

 1
.0

0

C
O

M
P

A
N

Y

G
R

O
S

S

E
Q

U
IV

B
O

E
/d

   
   

   
 0

   
   

  1
46

   
   

1,
45

0

   
   

1,
53

6

   
   

1,
00

2

   
   

  7
74

   
   

  6
42

   
   

  5
52

   
   

  4
90

   
   

  4
41

   
   

  4
03

   
   

  3
71

   
   

  3
46

   
   

  2
73

   
   

   
21

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

V
E

N
U

E

L/
M

 O
IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

H
V

Y
 O

IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

U
S

M
$

   
   

  0
.0

   
   

30
4.

7

   
 2

,9
21

.3

   
 3

,1
50

.1

   
 2

,0
94

.6

   
 1

,6
51

.3

   
 1

,3
97

.5

   
 1

,2
30

.2

   
 1

,1
11

.1

   
 1

,0
21

.9

   
   

95
2.

4

   
   

89
6.

8

   
   

85
1.

3

   
   

68
6.

1

   
   

 5
4.

7

   
18

,3
24

.1

   
   

  0
.0

   
18

,3
24

.1

N
G

L

U
S

M
$

   
   

  0
.0

   
   

 7
6.

2

   
   

73
9.

3

   
   

80
1.

6

   
   

53
2.

1

   
   

41
9.

1

   
   

35
4.

4

   
   

31
1.

8

   
   

28
1.

4

   
   

25
8.

7

   
   

24
0.

9

   
   

22
6.

7

   
   

21
5.

1

   
   

17
3.

1

   
   

 1
3.

6

   
 4

,6
44

.2

   
   

  0
.0

   
 4

,6
44

.2

N
A

T 
G

A
S

U
S

M
$

   
   

  0
.0

   
   

73
0.

7

   
 7

,4
33

.1

   
 8

,1
02

.0

   
 5

,3
83

.7

   
 4

,2
43

.7

   
 3

,5
88

.9

   
 3

,1
67

.5

   
 2

,8
57

.7

   
 2

,6
24

.1

   
 2

,4
46

.6

   
 2

,3
04

.6

   
 2

,1
88

.7

   
 1

,7
62

.3

   
   

13
8.

7

   
46

,9
72

.5

   
   

  0
.0

   
46

,9
72

.5

N
E

T 
D

E
D

U
C

TI
O

N
S

/E
X

P
E

N
D

IT
U

R
E

S

C
R

N
/C

G
A

R
O

Y
A

LT
IE

S

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

B
U

R
D

E
N

A
N

D
 N

P
I

U
S

M
$

   
   

  0
.0

   
   

20
5.

4

   
 2

,0
50

.0

   
 2

,2
27

.4

   
 1

,4
80

.3

   
 1

,1
66

.8

   
   

98
6.

9

   
   

87
0.

3

   
   

78
5.

4

   
   

72
1.

6

   
   

67
2.

6

   
   

63
3.

5

   
   

60
1.

5

   
   

48
4.

4

   
   

 3
8.

3

   
12

,9
24

.5

   
   

  0
.0

   
12

,9
24

.5

P
R

O
P

 A
N

D

M
IN

 T
A

X
E

S

U
S

M
$

   
   

  0
.0

   
   

 5
6.

2

   
   

56
0.

3

   
   

60
8.

4

   
   

40
4.

1

   
   

31
8.

3

   
   

26
9.

1

   
   

23
7.

1

   
   

21
3.

9

   
   

19
6.

4

   
   

18
3.

0

   
   

17
2.

2

   
   

16
3.

4

   
   

13
1.

6

   
   

 1
0.

4

   
 3

,5
24

.3

   
   

  0
.0

   
 3

,5
24

.3

C
O

S
TS

C
A

P
IT

A
L

U
S

M
$

   
   

  0
.0

   
 6

,5
28

.0

   
13

,3
17

.1

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
19

,8
45

.1

   
   

  0
.0

   
19

,8
45

.1

A
B

A
N

D

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

16
0.

8

   
   

16
0.

8

O
P

E
R

E
X

P
E

N
S

E

U
S

M
$

   
   

  0
.0

   
   

11
2.

6

   
 1

,1
73

.9

   
 1

,3
43

.0

   
   

95
7.

2

   
   

79
7.

8

   
   

70
8.

0

   
   

65
0.

4

   
   

61
0.

5

   
   

58
1.

7

   
   

56
0.

3

   
   

54
4.

0

   
   

53
1.

6

   
   

43
9.

0

   
   

 3
5.

7

   
 9

,0
45

.8

   
   

  0
.0

   
 9

,0
45

.8

FU
TU

R
E

 N
E

T 
R

E
V

E
N

U
E

B
E

FO
R

E
 IN

C
O

M
E

 T
A

X
E

S

U
N

D
IS

C

P
E

R
IO

D

U
S

M
$

   
   

  0
.0

-5
,7

90
.6

-6
,0

07
.7

7,
87

4.
9

5,
16

8.
9

4,
03

1.
2

3,
37

6.
8

2,
95

1.
7

2,
64

0.
4

2,
40

5.
1

2,
22

4.
1

2,
07

8.
4

1,
95

8.
7

1,
56

6.
5

12
2.

7

   
24

,6
01

.0

-1
60

.8

   
24

,4
40

.2D
IS

C
 @

 1
0.

00
0%

C
U

M

U
S

M
$

   
   

  0
.0

-4
,9

85
.3

-9
,8

16
.7

-4
,0

10
.1

-5
52

.7

1,
89

6.
6

3,
76

1.
1

5,
24

2.
4

6,
44

6.
7

7,
44

3.
9

8,
28

2.
1

8,
99

4.
2

9,
60

4.
2

10
,0

50
.7

10
,0

83
.2

   
10

,0
83

.2

   
10

,0
47

.1

   
10

,0
47

.1

P
R

E
S

E
N

T 
W

O
R

TH
 P

R
O

FI
LE

D
IS

C
 R

A
TE

%

   
   

5.
00

0

   
  1

0.
00

0

   
  1

5.
00

0

   
  2

0.
00

0

   
  2

5.
00

0

   
  3

0.
00

0

   
  3

5.
00

0

   
  4

0.
00

0

   
  4

5.
00

0

   
  5

0.
00

0

C
U

M
 P

W

U
S

M
$    
15

,6
33

.1

   
10

,0
47

.1

   
 6

,3
86

.2

   
 3

,9
20

.5

   
 2

,2
22

.1

   
 1

,0
31

.0

   
   

18
4.

4

-4
23

.2

-8
61

.6

-1
,1

78
.2

Figure 14

121



A
ll 

es
tim

at
es

 a
nd

 e
xh

ib
its

 h
er

ei
n 

ar
e 

pa
rt 

of
 th

is
 N

S
A

I r
ep

or
t a

nd
 a

re
 s

ub
je

ct
 to

 it
s 

pa
ra

m
et

er
s 

an
d 

co
nd

iti
on

s.

S
O

U
TH

E
R

N
 E

N
E

R
G

Y
 C

O
R

P
. I

N
TE

R
E

S
T

S
U

M
M

A
R

Y
 P

R
O

JE
C

TI
O

N
 O

F 
R

E
S

E
R

V
E

S
 A

N
D

 R
E

V
E

N
U

E

A
S

 O
F 

A
P

R
IL

 1
, 2

02
1

P
R

O
B

A
B

LE
 R

E
S

E
R

V
E

S

S
U

M
M

A
R

Y
 - 

C
E

R
TA

IN
 P

R
O

P
E

R
TI

E
S

M
E

C
H

A
N

IC
S

B
U

R
G

 F
IE

LD

Y
A

ZO
O

 C
O

U
N

TY
, M

IS
S

IS
S

IP
P

I

B
A

S
E

D
 O

N
 E

S
C

A
LA

TE
D

 P
R

IC
E

 A
N

D
 C

O
S

T 
P

A
R

A
M

E
TE

R
S

 C
A

S
E

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

12
-3

1-
20

21

12
-3

1-
20

22

12
-3

1-
20

23

12
-3

1-
20

24

12
-3

1-
20

25

12
-3

1-
20

26

12
-3

1-
20

27

12
-3

1-
20

28

12
-3

1-
20

29

12
-3

1-
20

30

12
-3

1-
20

31

12
-3

1-
20

32

12
-3

1-
20

33

12
-3

1-
20

34

12
-3

1-
20

35

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L

C
U

M
 P

R
O

D

U
LT

IM
A

TE

G
R

O
S

S
 (1

00
 P

E
R

C
E

N
T)

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

-3
.6

-1
6.

4

-9
.8

15
.8

13
.4 9.
4

   
   

  8
.7

   
   

  7
.9

   
   

 1
6.

6

   
   

  0
.0

   
   

 1
6.

6

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  1
.0

   
   

  1
.7

   
   

  2
.5

   
   

  2
.3

   
   

  2
.1

   
   

  1
.9

   
   

  1
.9

   
   

  1
.9

   
   

  1
.8

   
   

  1
.5

   
   

  1
.7

   
   

  1
.8

   
   

  1
.4

   
   

  3
.4

   
   

 1
0.

1

   
   

 3
7.

2

   
   

 1
7.

9

   
   

 5
5.

2

   
   

  0
.0

   
   

 5
5.

2

N
G

L

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

M
M

cf

   
   

 2
6.

7

   
   

 4
4.

8

   
   

 7
2.

0

   
   

 7
5.

6

   
   

 8
1.

1

   
   

 6
3.

4

   
   

 7
3.

6

   
   

 7
5.

6

   
   

 7
2.

0

   
   

 3
0.

2

-1
8.

4

29
.4

13
8.

3

26
5.

8

63
7.

6

   
 1

,6
67

.8

   
 1

,1
00

.9

   
 2

,7
68

.7

   
   

  0
.0

   
 2

,7
68

.7

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

-3
.6

-1
6.

3

-9
.8

15
.7

13
.4 9.
4

   
   

  8
.7

   
   

  7
.9

   
   

 1
6.

5

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  1
.0

   
   

  1
.7

   
   

  2
.5

   
   

  2
.3

   
   

  2
.1

   
   

  1
.9

   
   

  1
.9

   
   

  1
.9

   
   

  1
.8

   
   

  1
.5

   
   

  1
.7

   
   

  1
.7

   
   

  1
.4

   
   

  3
.4

   
   

 1
0.

1

   
   

 3
6.

9

   
   

 1
7.

8

   
   

 5
4.

8

N
G

L

M
bb

l

   
   

  0
.2

   
   

  0
.4

   
   

  0
.6

   
   

  0
.6

   
   

  0
.7

   
   

  0
.5

   
   

  0
.6

   
   

  0
.6

   
   

  0
.6

   
   

  0
.2

-0
.2 0.
2

1.
1

2.
2

5.
3

   
   

 1
3.

8

   
   

  9
.1

   
   

 2
2.

9

N
A

T 
G

A
S

M
M

cf

   
   

 2
1.

7

   
   

 3
6.

5

   
   

 5
8.

8

   
   

 6
1.

8

   
   

 6
6.

1

   
   

 5
1.

7

   
   

 5
9.

6

   
   

 6
1.

3

   
   

 5
8.

3

   
   

 2
4.

4

-1
5.

5

23
.7

11
3.

1

21
8.

0

52
3.

8

   
 1

,3
63

.5

   
   

89
9.

9

   
 2

,2
63

.4

C
O

M
P

A
N

Y
 N

E
T 

R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

-2
.9

-1
3.

2

-7
.9

12
.7

10
.8 7.
6

   
   

  7
.0

   
   

  6
.4

   
   

 1
3.

4

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  0
.8

   
   

  1
.4

   
   

  2
.1

   
   

  1
.9

   
   

  1
.7

   
   

  1
.5

   
   

  1
.5

   
   

  1
.5

   
   

  1
.5

   
   

  1
.2

   
   

  1
.4

   
   

  1
.4

   
   

  1
.1

   
   

  2
.8

   
   

  8
.2

   
   

 3
0.

1

   
   

 1
4.

5

   
   

 4
4.

6

N
G

L

M
bb

l

   
   

  0
.2

   
   

  0
.3

   
   

  0
.5

   
   

  0
.5

   
   

  0
.5

   
   

  0
.4

   
   

  0
.5

   
   

  0
.5

   
   

  0
.5

   
   

  0
.2

-0
.1 0.
2

0.
9

1.
8

4.
3

   
   

 1
1.

2

   
   

  7
.4

   
   

 1
8.

6

N
A

T 
G

A
S

M
M

cf

   
   

 1
7.

6

   
   

 2
9.

7

   
   

 4
7.

9

   
   

 5
0.

2

   
   

 5
3.

8

   
   

 4
2.

0

   
   

 4
8.

4

   
   

 4
9.

8

   
   

 4
7.

4

   
   

 1
9.

9

-1
2.

6

19
.3

92
.0

17
7.

5

42
6.

8

   
 1

,1
09

.6

   
   

73
2.

4

   
 1

,8
42

.0

A
V

E
R

A
G

E
 P

R
IC

E
S

L/
M

 O
IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
  6

6.
66

   
  6

8.
03

   
  6

9.
42

   
  7

9.
91

   
  7

1.
08

   
  7

5.
71

H
V

Y
 O

IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

C
O

N
D

U
S

$/
bb

l

   
  5

7.
61

   
  5

5.
83

   
  5

4.
38

   
  5

5.
50

   
  5

6.
65

   
  5

7.
81

   
  5

9.
01

   
  6

0.
22

   
  6

1.
45

   
  6

2.
72

   
  6

4.
01

   
  6

5.
32

   
  6

6.
66

   
  6

8.
03

   
  6

9.
42

   
  6

2.
90

   
  7

4.
25

   
  6

6.
60

N
G

L

U
S

$/
bb

l

   
  2

8.
80

   
  2

7.
93

   
  2

7.
23

   
  2

7.
77

   
  2

8.
33

   
  2

8.
89

   
  2

9.
48

   
  3

0.
06

   
  3

0.
66

   
  3

1.
28

   
   

0.
00

   
  3

2.
54

   
  3

3.
19

   
  3

3.
86

   
  3

4.
53

   
  3

2.
26

   
  3

7.
21

   
  3

4.
23

N
A

T 
G

A
S

U
S

$/
M

cf

   
  2

.5
94

   
  2

.7
04

   
  2

.7
64

   
  2

.8
34

   
  2

.8
94

   
  2

.9
54

   
  3

.0
14

   
  3

.0
84

   
  3

.1
44

   
  3

.2
04

   
  0

.0
00

   
  3

.3
40

   
  3

.4
10

   
  3

.4
81

   
  3

.5
54

   
  3

.3
02

   
  3

.8
41

   
  3

.5
16

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

 1
2-

31
-2

02
1

 1
2-

31
-2

02
2

 1
2-

31
-2

02
3

 1
2-

31
-2

02
4

 1
2-

31
-2

02
5

 1
2-

31
-2

02
6

 1
2-

31
-2

02
7

 1
2-

31
-2

02
8

 1
2-

31
-2

02
9

 1
2-

31
-2

03
0

 1
2-

31
-2

03
1

 1
2-

31
-2

03
2

 1
2-

31
-2

03
3

 1
2-

31
-2

03
4

 1
2-

31
-2

03
5

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L 
O

F 
 2

7.
1 

Y
R

S

N
U

M
B

E
R

 O
F 

A
C

TI
V

E

C
O

M
P

LE
TI

O
N

S

10
0%

   
   

   
 0

   
   

   
 0

   
   

   
 1

   
   

   
 1

   
   

   
 1

   
   

   
 1

   
   

   
 0

   
   

   
 1

   
   

   
 1

   
   

   
 1

   
   

   
 0

   
   

   
 0

   
   

   
 1

   
   

   
 2

   
   

   
 7

C
O

 G
R

S

   
   

 0
.0

0

   
   

 0
.0

0

   
   

 1
.0

0

   
   

 1
.0

0

   
   

 1
.0

0

   
   

 1
.0

0

   
   

 0
.0

0

   
   

 0
.9

8

   
   

 0
.9

8

   
   

 0
.9

8

-0
.0

1

-0
.0

1

1.
00

2.
00

7.
00

C
O

M
P

A
N

Y

G
R

O
S

S

E
Q

U
IV

B
O

E
/d

   
   

   
18

   
   

   
22

   
   

   
35

   
   

   
36

   
   

   
38

   
   

   
30

   
   

   
34

   
   

   
35

   
   

   
33

   
   

   
 6 -4
8

-1
1

10
1

15
2

30
7

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

V
E

N
U

E

L/
M

 O
IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

-2
27

.4

-1
,0

44
.4

-6
39

.5

1,
04

5.
1

90
8.

8

64
9.

2

   
   

69
1.

7

   
   

55
9.

0

   
 1

,2
50

.7

H
V

Y
 O

IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

U
S

M
$

   
   

 5
9.

5

   
   

 9
5.

3

   
   

13
7.

3

   
   

12
7.

1

   
   

12
0.

4

   
   

11
0.

1

   
   

11
2.

2

   
   

11
3.

1

   
   

11
0.

6

   
   

 9
3.

8

   
   

10
8.

8

   
   

11
4.

3

   
   

 9
0.

6

   
   

23
2.

6

   
   

69
8.

0

   
 2

,3
23

.5

   
 1

,3
23

.4

   
 3

,6
47

.0

N
G

L

U
S

M
$

   
   

  6
.3

   
   

 1
0.

3

   
   

 1
6.

2

   
   

 1
7.

3

   
   

 1
8.

9

   
   

 1
5.

1

   
   

 1
7.

7

   
   

 1
8.

6

   
   

 1
8.

1

   
   

  7
.7

-5
.0 7.
8

37
.9

74
.5

18
2.

6

   
   

44
4.

1

   
   

33
8.

2

   
   

78
2.

3

N
A

T 
G

A
S

U
S

M
$

   
   

 5
6.

3

   
   

 9
8.

7

   
   

16
2.

6

   
   

17
5.

0

   
   

19
1.

4

   
   

15
2.

7

   
   

17
9.

7

   
   

18
9.

0

   
   

18
3.

4

   
   

 7
8.

3

-5
0.

6

79
.2

38
5.

7

75
9.

0

1,
86

1.
3

   
 4

,5
01

.7

   
 3

,4
57

.0

   
 7

,9
58

.8

N
E

T 
D

E
D

U
C

TI
O

N
S

/E
X

P
E

N
D

IT
U

R
E

S

C
R

N
/C

G
A

R
O

Y
A

LT
IE

S

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

B
U

R
D

E
N

A
N

D
 N

P
I

U
S

M
$

   
   

 2
2.

8

   
   

 3
8.

2

   
   

 5
8.

9

   
   

 5
9.

5

   
   

 6
1.

7

   
   

 5
1.

9

   
   

 5
8.

1

   
   

 6
0.

2

   
   

 5
8.

5

-9
.1

-1
86

.5

-8
2.

8

29
2.

7

36
9.

1

62
9.

6

   
 1

,4
82

.8

   
 1

,0
58

.2

   
 2

,5
41

.1

P
R

O
P

 A
N

D

M
IN

 T
A

X
E

S

U
S

M
$

   
   

  6
.1

   
   

 1
0.

2

   
   

 1
5.

9

   
   

 1
6.

0

   
   

 1
6.

6

   
   

 1
3.

9

   
   

 1
5.

5

   
   

 1
6.

1

   
   

 1
5.

6

-2
.2

-4
8.

9

-2
1.

5

77
.3

98
.2

16
9.

5

   
   

39
8.

3

   
   

28
3.

4

   
   

68
1.

7

C
O

S
TS

C
A

P
IT

A
L

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

-1
09

.4 0.
0

11
3.

8

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  4
.4

   
   

  0
.0

   
   

  4
.4

A
B

A
N

D

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

-2
1.

1

0.
0

0.
0

0.
0

22
.8

-2
2.

8

0.
0

0.
0

24
.2 0.
0

-2
5.

7

-2
6.

1

-4
8.

6

70
.4

21
.8

O
P

E
R

E
X

P
E

N
S

E

U
S

M
$

   
   

  7
.5

   
   

 1
3.

7

   
   

 8
8.

1

   
   

 8
5.

2

   
   

 9
3.

9

   
   

 5
5.

8

   
   

 8
1.

7

   
   

 9
5.

3

   
   

 9
5.

8

   
   

 2
3.

5

-5
.3

56
.7

16
6.

5

36
6.

1

60
9.

3

   
 1

,8
33

.8

   
 1

,9
27

.9

   
 3

,7
61

.7

FU
TU

R
E

 N
E

T 
R

E
V

E
N

U
E

B
E

FO
R

E
 IN

C
O

M
E

 T
A

X
E

S

U
N

D
IS

C

P
E

R
IO

D

U
S

M
$

   
   

 8
5.

7

   
   

14
2.

2

   
   

15
3.

2

   
   

17
9.

8

   
   

15
8.

5

   
   

15
6.

2

   
   

15
4.

4

   
   

12
6.

4

   
   

16
5.

0

   
   

 4
9.

7

-7
50

.6

-5
28

.8

1,
02

2.
9

1,
16

7.
1

2,
00

8.
7

   
 4

,2
90

.4

   
 2

,3
37

.7

   
 6

,6
28

.1D
IS

C
 @

 1
0.

00
0%

C
U

M

U
S

M
$

   
   

 8
2.

5

   
   

20
8.

6

   
   

33
2.

3

   
   

46
3.

6

   
   

56
9.

3

   
   

66
4.

0

   
   

74
9.

2

   
   

81
2.

6

   
   

88
8.

1

   
   

91
0.

7

   
   

62
6.

6

   
   

44
6.

1

   
   

76
4.

2

   
 1

,0
92

.2

   
 1

,6
10

.7

   
 1

,6
10

.7

   
 2

,1
23

.1

   
 2

,1
23

.1

P
R

E
S

E
N

T 
W

O
R

TH
 P

R
O

FI
LE

D
IS

C
 R

A
TE

%

   
   

5.
00

0

   
  1

0.
00

0

   
  1

5.
00

0

   
  2

0.
00

0

   
  2

5.
00

0

   
  3

0.
00

0

   
  3

5.
00

0

   
  4

0.
00

0

   
  4

5.
00

0

   
  5

0.
00

0

C
U

M
 P

W

U
S

M
$    

 3
,5

91
.3

   
 2

,1
23

.1

   
 1

,3
72

.5

   
   

96
6.

1

   
   

73
2.

2

   
   

58
8.

9

   
   

49
5.

4

   
   

43
0.

8

   
   

38
3.

6

   
   

34
7.

5

Figure 15

122



A
ll 

es
tim

at
es

 a
nd

 e
xh

ib
its

 h
er

ei
n 

ar
e 

pa
rt 

of
 th

is
 N

S
A

I r
ep

or
t a

nd
 a

re
 s

ub
je

ct
 to

 it
s 

pa
ra

m
et

er
s 

an
d 

co
nd

iti
on

s.

S
O

U
TH

E
R

N
 E

N
E

R
G

Y
 C

O
R

P
. I

N
TE

R
E

S
T

S
U

M
M

A
R

Y
 P

R
O

JE
C

TI
O

N
 O

F 
R

E
S

E
R

V
E

S
 A

N
D

 R
E

V
E

N
U

E

A
S

 O
F 

A
P

R
IL

 1
, 2

02
1

P
R

O
V

E
D

 +
 P

R
O

B
A

B
LE

 R
E

S
E

R
V

E
S

S
U

M
M

A
R

Y
 - 

C
E

R
TA

IN
 P

R
O

P
E

R
TI

E
S

M
E

C
H

A
N

IC
S

B
U

R
G

 F
IE

LD

Y
A

ZO
O

 C
O

U
N

TY
, M

IS
S

IS
S

IP
P

I

B
A

S
E

D
 O

N
 E

S
C

A
LA

TE
D

 P
R

IC
E

 A
N

D
 C

O
S

T 
P

A
R

A
M

E
TE

R
S

 C
A

S
E

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

12
-3

1-
20

21

12
-3

1-
20

22

12
-3

1-
20

23

12
-3

1-
20

24

12
-3

1-
20

25

12
-3

1-
20

26

12
-3

1-
20

27

12
-3

1-
20

28

12
-3

1-
20

29

12
-3

1-
20

30

12
-3

1-
20

31

12
-3

1-
20

32

12
-3

1-
20

33

12
-3

1-
20

34

12
-3

1-
20

35

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L

C
U

M
 P

R
O

D

U
LT

IM
A

TE

G
R

O
S

S
 (1

00
 P

E
R

C
E

N
T)

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

 1
9.

2

   
   

 1
3.

4

   
   

  9
.4

   
   

 4
2.

0

   
   

  7
.9

   
   

 4
9.

9

   
   

  0
.0

   
   

 4
9.

9

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  9
.8

   
   

 1
9.

1

   
   

 6
6.

1

   
   

 6
7.

7

   
   

 4
6.

9

   
   

 3
7.

6

   
   

 3
1.

9

   
   

 2
8.

2

   
   

 2
5.

4

   
   

 2
2.

8

   
   

 2
1.

0

   
   

 1
9.

4

   
   

 1
7.

7

   
   

 1
6.

4

   
   

 1
3.

4

   
   

44
3.

3

   
   

 3
0.

7

   
   

47
4.

0

   
   

56
1.

8

   
 1

,0
35

.8

N
G

L

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

M
M

cf

   
   

79
5.

8

   
 1

,4
56

.1

   
 4

,2
97

.9

   
 4

,4
09

.6

   
 3

,1
18

.5

   
 2

,5
29

.9

   
 2

,1
65

.8

   
 1

,9
21

.9

   
 1

,7
37

.4

   
 1

,5
63

.5

   
 1

,4
40

.6

   
 1

,3
36

.1

   
 1

,3
19

.1

   
 1

,1
99

.1

   
   

96
4.

4

   
30

,2
55

.7

   
 2

,5
00

.9

   
32

,7
56

.6

   
32

,9
19

.5

   
65

,6
76

.0

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

 1
9.

1

   
   

 1
3.

4

   
   

  9
.4

   
   

 4
1.

8

   
   

  7
.9

   
   

 4
9.

7

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  9
.7

   
   

 1
8.

9

   
   

 6
6.

0

   
   

 6
7.

6

   
   

 4
6.

7

   
   

 3
7.

5

   
   

 3
1.

8

   
   

 2
8.

1

   
   

 2
5.

3

   
   

 2
2.

7

   
   

 2
0.

9

   
   

 1
9.

3

   
   

 1
7.

7

   
   

 1
6.

4

   
   

 1
3.

3

   
   

44
1.

9

   
   

 3
0.

4

   
   

47
2.

2

N
G

L

M
bb

l

   
   

  6
.5

   
   

 1
2.

0

   
   

 3
5.

6

   
   

 3
6.

5

   
   

 2
5.

8

   
   

 2
0.

9

   
   

 1
7.

9

   
   

 1
5.

9

   
   

 1
4.

4

   
   

 1
2.

9

   
   

 1
1.

9

   
   

 1
1.

0

   
   

 1
0.

9

   
   

  9
.9

   
   

  8
.0

   
   

25
0.

0

   
   

 2
0.

5

   
   

27
0.

6

N
A

T 
G

A
S

M
M

cf

   
   

64
7.

2

   
 1

,1
86

.1

   
 3

,5
22

.9

   
 3

,6
15

.5

   
 2

,5
54

.8

   
 2

,0
71

.3

   
 1

,7
72

.5

   
 1

,5
72

.5

   
 1

,4
21

.3

   
 1

,2
79

.1

   
 1

,1
78

.6

   
 1

,0
93

.0

   
 1

,0
79

.3

   
   

98
1.

1

   
   

78
8.

5

   
24

,7
63

.7

   
 2

,0
32

.7

   
26

,7
96

.4

C
O

M
P

A
N

Y
 N

E
T 

R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

 1
5.

5

   
   

 1
0.

8

   
   

  7
.6

   
   

 3
3.

9

   
   

  6
.4

   
   

 4
0.

3

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  7
.9

   
   

 1
5.

4

   
   

 5
3.

7

   
   

 5
5.

1

   
   

 3
8.

1

   
   

 3
0.

5

   
   

 2
5.

9

   
   

 2
2.

9

   
   

 2
0.

6

   
   

 1
8.

5

   
   

 1
7.

0

   
   

 1
5.

7

   
   

 1
4.

4

   
   

 1
3.

3

   
   

 1
0.

8

   
   

35
9.

9

   
   

 2
4.

7

   
   

38
4.

6

N
G

L

M
bb

l

   
   

  5
.3

   
   

  9
.7

   
   

 2
9.

0

   
   

 2
9.

7

   
   

 2
1.

0

   
   

 1
7.

0

   
   

 1
4.

6

   
   

 1
2.

9

   
   

 1
1.

7

   
   

 1
0.

5

   
   

  9
.7

   
   

  9
.0

   
   

  8
.9

   
   

  8
.1

   
   

  6
.5

   
   

20
3.

6

   
   

 1
6.

7

   
   

22
0.

3

N
A

T 
G

A
S

M
M

cf

   
   

52
6.

1

   
   

96
4.

7

   
 2

,8
69

.9

   
 2

,9
45

.5

   
 2

,0
80

.9

   
 1

,6
86

.7

   
 1

,4
43

.3

   
 1

,2
80

.4

   
 1

,1
57

.2

   
 1

,0
41

.5

   
   

95
9.

6

   
   

88
9.

9

   
   

87
8.

6

   
   

79
8.

7

   
   

64
1.

9

   
20

,1
64

.9

   
 1

,6
51

.6

   
21

,8
16

.5

A
V

E
R

A
G

E
 P

R
IC

E
S

L/
M

 O
IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
  6

6.
66

   
  6

8.
03

   
  6

9.
42

   
  6

7.
71

   
  7

1.
08

   
  6

8.
25

H
V

Y
 O

IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

C
O

N
D

U
S

$/
bb

l

   
  5

7.
61

   
  5

5.
83

   
  5

4.
38

   
  5

5.
50

   
  5

6.
65

   
  5

7.
81

   
  5

9.
01

   
  6

0.
22

   
  6

1.
45

   
  6

2.
72

   
  6

4.
01

   
  6

5.
32

   
  6

6.
66

   
  6

8.
03

   
  6

9.
42

   
  5

9.
14

   
  7

4.
84

   
  6

0.
14

N
G

L

U
S

$/
bb

l

   
  2

8.
80

   
  2

7.
93

   
  2

7.
23

   
  2

7.
77

   
  2

8.
33

   
  2

8.
89

   
  2

9.
48

   
  3

0.
06

   
  3

0.
66

   
  3

1.
28

   
  3

1.
90

   
  3

2.
54

   
  3

3.
19

   
  3

3.
86

   
  3

4.
53

   
  2

9.
59

   
  3

7.
42

   
  3

0.
19

N
A

T 
G

A
S

U
S

$/
M

cf

   
  2

.5
94

   
  2

.7
04

   
  2

.7
64

   
  2

.8
34

   
  2

.8
94

   
  2

.9
54

   
  3

.0
14

   
  3

.0
84

   
  3

.1
44

   
  3

.2
04

   
  3

.2
71

   
  3

.3
40

   
  3

.4
10

   
  3

.4
81

   
  3

.5
54

   
  3

.0
10

   
  3

.8
64

   
  3

.0
75

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

 1
2-

31
-2

02
1

 1
2-

31
-2

02
2

 1
2-

31
-2

02
3

 1
2-

31
-2

02
4

 1
2-

31
-2

02
5

 1
2-

31
-2

02
6

 1
2-

31
-2

02
7

 1
2-

31
-2

02
8

 1
2-

31
-2

02
9

 1
2-

31
-2

03
0

 1
2-

31
-2

03
1

 1
2-

31
-2

03
2

 1
2-

31
-2

03
3

 1
2-

31
-2

03
4

 1
2-

31
-2

03
5

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L 
O

F 
 2

7.
1 

Y
R

S

N
U

M
B

E
R

 O
F 

A
C

TI
V

E

C
O

M
P

LE
TI

O
N

S

10
0%

   
   

   
13

   
   

   
15

   
   

   
19

   
   

   
19

   
   

   
18

   
   

   
18

   
   

   
17

   
   

   
17

   
   

   
17

   
   

   
17

   
   

   
16

   
   

   
16

   
   

   
16

   
   

   
16

   
   

   
14

C
O

 G
R

S

   
   

12
.8

6

   
   

14
.8

6

   
   

18
.8

6

   
   

18
.8

6

   
   

17
.8

6

   
   

17
.8

6

   
   

16
.8

6

   
   

16
.8

6

   
   

16
.8

6

   
   

16
.8

6

   
   

15
.8

8

   
   

15
.8

8

   
   

15
.8

9

   
   

15
.8

9

   
   

13
.8

9

C
O

M
P

A
N

Y

G
R

O
S

S

E
Q

U
IV

B
O

E
/d

   
   

  4
53

   
   

  6
26

   
   

1,
88

7

   
   

1,
93

1

   
   

1,
36

5

   
   

1,
10

6

   
   

  9
46

   
   

  8
36

   
   

  7
58

   
   

  6
82

   
   

  6
28

   
   

  5
81

   
   

  6
23

   
   

  5
57

   
   

  4
44

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

V
E

N
U

E

L/
M

 O
IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
 1

,2
72

.2

   
   

90
8.

8

   
   

64
9.

2

   
 2

,8
30

.1

   
   

55
9.

0

   
 3

,3
89

.1

H
V

Y
 O

IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

U
S

M
$

   
   

55
8.

7

   
 1

,0
56

.9

   
 3

,5
86

.7

   
 3

,7
51

.2

   
 2

,6
47

.3

   
 2

,1
66

.3

   
 1

,8
78

.8

   
 1

,6
90

.7

   
 1

,5
52

.4

   
 1

,4
24

.8

   
 1

,3
36

.9

   
 1

,2
63

.2

   
 1

,1
77

.1

   
 1

,1
14

.5

   
   

92
4.

8

   
26

,1
30

.2

   
 2

,2
73

.1

   
28

,4
03

.3

N
G

L

U
S

M
$

   
   

18
8.

2

   
   

33
4.

5

   
   

96
8.

5

   
 1

,0
13

.8

   
   

73
0.

8

   
   

60
4.

3

   
   

52
7.

5

   
   

47
7.

4

   
   

44
0.

0

   
   

40
4.

0

   
   

37
9.

7

   
   

35
9.

2

   
   

36
1.

7

   
   

33
5.

4

   
   

27
4.

9

   
 7

,3
99

.9

   
   

76
8.

1

   
 8

,1
68

.0

N
A

T 
G

A
S

U
S

M
$

   
 1

,6
79

.0

   
 3

,2
07

.2

   
 9

,7
37

.3

   
10

,2
46

.4

   
 7

,3
93

.5

   
 6

,1
18

.5

   
 5

,3
42

.2

   
 4

,8
49

.7

   
 4

,4
68

.5

   
 4

,0
98

.4

   
 3

,8
55

.3

   
 3

,6
50

.3

   
 3

,6
80

.1

   
 3

,4
15

.3

   
 2

,8
02

.0

   
74

,5
43

.8

   
 7

,8
54

.2

   
82

,3
98

.0

N
E

T 
D

E
D

U
C

TI
O

N
S

/E
X

P
E

N
D

IT
U

R
E

S

C
R

N
/C

G
A

R
O

Y
A

LT
IE

S

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

B
U

R
D

E
N

A
N

D
 N

P
I

U
S

M
$

   
   

45
3.

9

   
   

85
8.

2

   
 2

,6
48

.9

   
 2

,7
81

.3

   
 1

,9
97

.5

   
 1

,6
49

.8

   
 1

,4
38

.7

   
 1

,3
03

.4

   
 1

,2
00

.2

   
 1

,1
00

.9

   
 1

,0
35

.0

   
   

97
9.

5

   
 1

,2
09

.2

   
 1

,0
74

.9

   
   

86
5.

9

   
20

,5
97

.3

   
 2

,1
47

.4

   
22

,7
44

.7

P
R

O
P

 A
N

D

M
IN

 T
A

X
E

S

U
S

M
$

   
   

12
2.

5

   
   

23
2.

1

   
   

72
1.

6

   
   

75
7.

4

   
   

54
3.

1

   
   

44
7.

8

   
   

39
0.

1

   
   

35
3.

1

   
   

32
4.

9

   
   

29
7.

9

   
   

27
9.

9

   
   

26
4.

7

   
   

32
4.

6

   
   

28
8.

8

   
   

23
2.

5

   
 5

,5
81

.0

   
   

57
1.

7

   
 6

,1
52

.6

C
O

S
TS

C
A

P
IT

A
L

U
S

M
$

   
   

22
0.

6

   
 6

,5
28

.0

   
13

,3
17

.1

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

11
3.

8

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
20

,1
79

.5

   
   

  0
.0

   
20

,1
79

.5

A
B

A
N

D

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

 2
1.

9

   
   

  0
.0

   
   

 2
2.

8

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

 2
4.

2

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

 6
8.

9

   
   

46
6.

8

   
   

53
5.

7

O
P

E
R

E
X

P
E

N
S

E

U
S

M
$

   
   

78
2.

6

   
 1

,2
83

.6

   
 2

,3
30

.4

   
 2

,4
49

.0

   
 2

,0
28

.4

   
 1

,8
28

.2

   
 1

,6
99

.5

   
 1

,6
43

.7

   
 1

,6
07

.0

   
 1

,5
07

.8

   
 1

,4
83

.6

   
 1

,4
65

.0

   
 1

,4
91

.1

   
 1

,4
32

.6

   
 1

,2
16

.4

   
24

,2
48

.7

   
 5

,4
95

.8

   
29

,7
44

.5

FU
TU

R
E

 N
E

T 
R

E
V

E
N

U
E

B
E

FO
R

E
 IN

C
O

M
E

 T
A

X
E

S

U
N

D
IS

C

P
E

R
IO

D

U
S

M
$

   
   

84
6.

3

-4
,3

03
.2

-4
,7

25
.6

9,
02

3.
7

6,
20

2.
6

4,
94

1.
3

4,
22

0.
3

3,
69

4.
8

3,
32

8.
8

3,
02

0.
5

2,
77

3.
4

2,
42

5.
4

3,
46

6.
4

2,
97

7.
7

2,
33

6.
1

   
40

,2
28

.6

   
 2

,7
72

.8

   
43

,0
01

.3D
IS

C
 @

 1
0.

00
0%

C
U

M

U
S

M
$

   
   

82
0.

6

-2
,8

42
.3

-6
,6

37
.5

13
.1

4,
16

0.
8

7,
16

2.
6

9,
49

2.
6

11
,3

46
.6

12
,8

65
.0

14
,1

17
.4

15
,1

62
.7

15
,9

95
.1

17
,0

75
.5

17
,9

19
.2

18
,5

22
.8

   
18

,5
22

.8

   
19

,1
22

.5

   
19

,1
22

.5

P
R

E
S

E
N

T 
W

O
R

TH
 P

R
O

FI
LE

D
IS

C
 R

A
TE

%

   
   

5.
00

0

   
  1

0.
00

0

   
  1

5.
00

0

   
  2

0.
00

0

   
  2

5.
00

0

   
  3

0.
00

0

   
  3

5.
00

0

   
  4

0.
00

0

   
  4

5.
00

0

   
  5

0.
00

0

C
U

M
 P

W

U
S

M
$    
28

,0
88

.2

   
19

,1
22

.5

   
13

,4
51

.6

   
 9

,7
06

.9

   
 7

,1
43

.3

   
 5

,3
34

.9

   
 4

,0
27

.4

   
 3

,0
62

.7

   
 2

,3
38

.9

   
 1

,7
88

.5

Figure 16

123



��

����

����

� �

��

��

��

�	

�


�����������

������������

������������

����������������

�������

������������������

������ �������

�����!���������

������!�������"��

������������� ��

�����#���$� ��

�����������

��!�����%��#���!����������

���������������

	
	
	
&�
�
�
�
�

	
	
	
&�
�
�
�
�

	
	
�
&�
�
�
�
�

	
	
�
&�
�
�
�
�

	


�
&�
�
�
�
�

	


�
&�
�
�
�
�

	


"
&�
�
�
�
�

	


"
&�
�
�
�
�

	
"
�
&�
�
�
�
�

	
"
�
&�
�
�
�
�

���&������

���&������

���&������

���&������

��"&������

��"&������

���&������

���&������

��������	��#�$�
���	����
�'()*+,'*��'-*,.&��)//)//)00)

%��
���������

& '#)*& )#*&& *#&&&

"�,%$��-����$$.

��������	
����
������������������
����
�����������������������
���
�������������������
�
	������
��������������

�������� ������"�

���������	
�������

������������
�����

�)+-12�3Figure 17

124



�4+2���

��

���

���

�

�

��

��

�	

�


�
�
	

�

�	
	��

�
"
	
��

�
�
	
��

�
� 	
�
�

��	"
�

�
�
	
��

�
�
	
�
� ��	��

�
�	��

��


��

�
�


�
�

��


��

��
	�

�

������

����� 

�

����!"

������

����!�

������

�����!

�

����#�

�

����!$

�����

�

�����#

�

����$#

������

�����#

������

�����!

���� !

	
	
	
&�
�
�
�
�

	
	
	
&�
�
�
�
�

	
	
�
&�
�
�
�
�

	
	
�
&�
�
�
�
�

	


�
&�
�
�
�
�

	


�
&�
�
�
�
�

	


"
&�
�
�
�
�

	


"
&�
�
�
�
�

	
"
�
&�
�
�
�
�

	
"
�
&�
�
�
�
�

���&������

���&������

���&������

���&������

��"&������

��"&������

��
	
�
�

��
	�
�

�
�
��
	 ��

	"
�

��������	��#�$�
���	����
�'()*+,'*��'-*,.&��)//)//)00)

0�����"�������
.���34&&5�$�����"���
����

�'*,'-1��*,21(456����722,

& '#)*& )#*&& *#&&&

"�,%$��-����$$.

��������	
����
������������������
����
�����������������������
���
�������������������
�
	������
��������������

�255��.89'5/

#4/��255

 1.��'52

������

�

���"��

����!�

�������� ������"�

���������	
�������

������������
�����

Page 72Figure 18

125



�4+2���

��

���

���

�

�

��

��

�	

�


�

�

�

�

	

	
�

�

�
�

�
�

�

�

	

�

�����������

%&

������������

&

������������

&

����������������

 

�������

 

������������������

&

������ �������

�����!���������

������!�������"��

&

������������� ��

&

�����#���$� ��

�����������

�

��!�����%��#���!����������

&

���������������

&

	
	
	
&�
�
�
�
�

	
	
	
&�
�
�
�
�

	
	
�
&�
�
�
�
�

	
	
�
&�
�
�
�
�

	


�
&�
�
�
�
�

	


�
&�
�
�
�
�

	


"
&�
�
�
�
�

	


"
&�
�
�
�
�

	
"
�
&�
�
�
�
�

	
"
�
&�
�
�
�
�

���&������

���&������

���&������

���&������

��"&������

��"&������

��������	��#�$�
���	����
�'()*+,'*��'-*,.&��)//)//)00)

������
�-
������
34&&5�$�����"���
�����

,���!��

& '#)*& )#*&& *#&&&

"�,%$��-����$$.

��������	
����
������������������
����
�����������������������
���
�������������������
�
	������
��������������

�.89'5

�217'14,2:�)*�
���28921

�'*,'-1��*,21(456�%41)4952�722,


�
#

�������� ������"�

���������	
�������

������������
�����

Page 73Figure 19

126



�4+2���

��

���

���

�

�

��

��

�	

�


�

�		

�

�����������

&

������������

�

������������

�

����������������

&

�������

&

������������������

 

������ �������

&

�����!���������

������!�������"��

�

������������� ��

"

�����#���$� ��

�

�����������

&

��!�����%��#���!����������

��'��

���������������

&

	
	
	
&�
�
�
�
�

	
	
	
&�
�
�
�
�

	
	
�
&�
�
�
�
�

	
	
�
&�
�
�
�
�

	


�
&�
�
�
�
�

	


�
&�
�
�
�
�

	


"
&�
�
�
�
�

	


"
&�
�
�
�
�

	
"
�
&�
�
�
�
�

	
"
�
&�
�
�
�
�

���&������

���&������

���&������

���&������

��"&������

��"&������

��������	��#�$�
���	����
�'()*+,'*��'-*,.&��)//)//)00)

������
�-
������
34&&5�$�����"���
�����

����!��

& '#)*& )#*&& *#&&&

"�,%$��-����$$.

��������	
����
������������������
����
�����������������������
���
�������������������
�
	������
��������������

�.89'5

�217'14,2:�)*�
���28921

�'*,'-1��*,21(456�%41)4952�722,


�
#

�������� ������"�

���������	
�������

������������
�����

Page 74Figure 20Figure 20

127



�4+2���

��

���

���

�

�

��

��

�	

�


�

�

�

�

�

�

	

	







�����������

 

������������

�

������������

"

����������������

 

�������

�

������������������

%

������ �������

�(

�����!���������

������!�������"��

&

������������� ��

"

�����#���$� ��

"(

�����������

 

��!�����%��#���!����������

&

���������������

�

	
	
	
&�
�
�
�
�

	
	
	
&�
�
�
�
�

	
	
�
&�
�
�
�
�

	
	
�
&�
�
�
�
�

	


�
&�
�
�
�
�

	


�
&�
�
�
�
�

	


"
&�
�
�
�
�

	


"
&�
�
�
�
�

	
"
�
&�
�
�
�
�

	
"
�
&�
�
�
�
�

���&������

���&������

���&������

���&������

��"&������

��"&������

��������	��#�$�
���	����
�'()*+,'*��'-*,.&��)//)//)00)

������
�-
������
34&&5�$�����"���
�����

����!��

& '#)*& )#*&& *#&&&

"�,%$��-����$$.

��������	
����
������������������
����
�����������������������
���
�������������������
�
	������
��������������

�.89'5

�217'14,2:�)*�
���28921

�'*,'-1��*,21(456�%41)4952�722,

�

�


�
#

�������� ������"�

���������	
�������

������������
�����

Page 75Figure 21

128



�4+2��	

��

���

���

�

�

��

��

�	

�


�

�

�

�

�

�

�

�

	

	

	

	

"

�����������

 ��

������������

"

������������

�

����������������

!

�������

&

������������������

"

������ �������

�

�����!���������

������!�������"��

"

������������� ��

%

�����#���$� ��

�

�����������

�

��!�����%��#���!����������

 

���������������

&

	
	
	
&�
�
�
�
�

	
	
	
&�
�
�
�
�

	
	
�
&�
�
�
�
�

	
	
�
&�
�
�
�
�

	


�
&�
�
�
�
�

	


�
&�
�
�
�
�

	


"
&�
�
�
�
�

	


"
&�
�
�
�
�

	
"
�
&�
�
�
�
�

	
"
�
&�
�
�
�
�

���&������

���&������

���&������

���&������

��"&������

��"&������

��������	��#�$�
���	����
�'()*+,'*��'-*,.&��)//)//)00)

������
�-
������
34&&5�$�����"���
�����

0���!��

& '#)*& )#*&& *#&&&

"�,%$��-����$$.

��������	
����
������������������
����
�����������������������
���
�������������������
�
	������
��������������

�.89'5

�217'14,2:�)*�
 ��28921

�'*,'-1��*,21(456���722,

�

�#

�������� ������"�

���������	
�������

������������
�����

Page 76Figure 22

129



A
ll 

es
tim

at
es

 a
nd

 e
xh

ib
its

 h
er

ei
n 

ar
e 

pa
rt 

of
 th

is
 N

S
A

I r
ep

or
t a

nd
 a

re
 s

ub
je

ct
 to

 it
s 

pa
ra

m
et

er
s 

an
d 

co
nd

iti
on

s.

S
O

U
TH

E
R

N
 E

N
E

R
G

Y
 C

O
R

P
. I

N
TE

R
E

S
T

S
U

M
M

A
R

Y
 P

R
O

JE
C

TI
O

N
 O

F 
R

E
S

E
R

V
E

S
 A

N
D

 R
E

V
E

N
U

E

A
S

 O
F 

A
P

R
IL

 1
, 2

02
1

P
R

O
V

E
D

 D
E

V
E

LO
P

E
D

 P
R

O
D

U
C

IN
G

 R
E

S
E

R
V

E
S

S
U

M
M

A
R

Y
 - 

C
E

R
TA

IN
 P

R
O

P
E

R
TI

E
S

M
O

U
N

T 
O

LI
V

E
, E

A
S

T 
FI

E
LD

C
O

V
IN

G
TO

N
 C

O
U

N
TY

, M
IS

S
IS

S
IP

P
I

B
A

S
E

D
 O

N
 E

S
C

A
LA

TE
D

 P
R

IC
E

 A
N

D
 C

O
S

T 
P

A
R

A
M

E
TE

R
S

 C
A

S
E

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

12
-3

1-
20

21

12
-3

1-
20

22

12
-3

1-
20

23

12
-3

1-
20

24

12
-3

1-
20

25

12
-3

1-
20

26

12
-3

1-
20

27

12
-3

1-
20

28

12
-3

1-
20

29

12
-3

1-
20

30

12
-3

1-
20

31

12
-3

1-
20

32

12
-3

1-
20

33

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L

C
U

M
 P

R
O

D

U
LT

IM
A

TE

G
R

O
S

S
 (1

00
 P

E
R

C
E

N
T)

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  4
.0

   
   

  4
.1

   
   

  3
.1

   
   

  2
.4

   
   

  1
.9

   
   

  1
.4

   
   

  1
.0

   
   

  0
.7

   
   

  0
.6

   
   

  0
.5

   
   

  0
.4

   
   

  0
.0

   
   

  0
.0

   
   

 2
0.

1

   
   

  0
.0

   
   

 2
0.

1

   
   

 6
2.

8

   
   

 8
2.

9

N
G

L

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

M
M

cf

   
 1

,0
64

.8

   
 1

,1
42

.9

   
   

89
3.

8

   
   

70
1.

4

   
   

53
9.

9

   
   

39
2.

7

   
   

28
6.

3

   
   

20
8.

8

   
   

16
8.

6

   
   

13
6.

1

   
   

10
5.

7

   
   

  0
.0

   
   

  0
.0

   
 5

,6
40

.9

   
   

  0
.0

   
 5

,6
40

.9

   
10

,4
67

.1

   
16

,1
08

.0

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  3
.9

   
   

  3
.9

   
   

  3
.0

   
   

  2
.3

   
   

  1
.8

   
   

  1
.3

   
   

  1
.0

   
   

  0
.7

   
   

  0
.6

   
   

  0
.5

   
   

  0
.4

   
   

  0
.0

   
   

  0
.0

   
   

 1
9.

3

   
   

  0
.0

   
   

 1
9.

3

N
G

L

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

M
M

cf

   
 1

,0
15

.0

   
 1

,0
89

.3

   
   

85
1.

4

   
   

66
8.

0

   
   

51
5.

4

   
   

37
8.

3

   
   

27
6.

2

   
   

20
1.

6

   
   

16
2.

8

   
   

13
1.

4

   
   

10
2.

0

   
   

  0
.0

   
   

  0
.0

   
 5

,3
91

.4

   
   

  0
.0

   
 5

,3
91

.4

C
O

M
P

A
N

Y
 N

E
T 

R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  2
.9

   
   

  3
.0

   
   

  2
.3

   
   

  1
.8

   
   

  1
.4

   
   

  1
.0

   
   

  0
.7

   
   

  0
.5

   
   

  0
.4

   
   

  0
.4

   
   

  0
.3

   
   

  0
.0

   
   

  0
.0

   
   

 1
4.

6

   
   

  0
.0

   
   

 1
4.

6

N
G

L

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

M
M

cf

   
   

77
0.

1

   
   

82
6.

4

   
   

64
5.

8

   
   

50
6.

7

   
   

39
0.

8

   
   

28
6.

6

   
   

20
9.

1

   
   

15
2.

6

   
   

12
3.

2

   
   

 9
9.

5

   
   

 7
7.

3

   
   

  0
.0

   
   

  0
.0

   
 4

,0
88

.1

   
   

  0
.0

   
 4

,0
88

.1

A
V

E
R

A
G

E
 P

R
IC

E
S

L/
M

 O
IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

H
V

Y
 O

IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

C
O

N
D

U
S

$/
bb

l

   
  5

6.
90

   
  5

5.
12

   
  5

3.
67

   
  5

4.
79

   
  5

5.
94

   
  5

7.
10

   
  5

8.
30

   
  5

9.
51

   
  6

0.
74

   
  6

2.
01

   
  6

3.
30

   
   

0.
00

   
   

0.
00

   
  5

6.
23

   
   

0.
00

   
  5

6.
23

N
G

L

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

N
A

T 
G

A
S

U
S

$/
M

cf

   
  2

.4
44

   
  2

.5
54

   
  2

.6
14

   
  2

.6
84

   
  2

.7
44

   
  2

.8
04

   
  2

.8
64

   
  2

.9
34

   
  2

.9
94

   
  3

.0
54

   
  3

.1
21

   
  0

.0
00

   
  0

.0
00

   
  2

.6
61

   
  0

.0
00

   
  2

.6
61

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

 1
2-

31
-2

02
1

 1
2-

31
-2

02
2

 1
2-

31
-2

02
3

 1
2-

31
-2

02
4

 1
2-

31
-2

02
5

 1
2-

31
-2

02
6

 1
2-

31
-2

02
7

 1
2-

31
-2

02
8

 1
2-

31
-2

02
9

 1
2-

31
-2

03
0

 1
2-

31
-2

03
1

 1
2-

31
-2

03
2

 1
2-

31
-2

03
3

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L 
O

F 
 1

0.
8 

Y
R

S

N
U

M
B

E
R

 O
F 

A
C

TI
V

E

C
O

M
P

LE
TI

O
N

S

10
0%

   
   

   
 4

   
   

   
 4

   
   

   
 4

   
   

   
 4

   
   

   
 4

   
   

   
 3

   
   

   
 3

   
   

   
 2

   
   

   
 2

   
   

   
 2

   
   

   
 2

   
   

   
 0

   
   

   
 0

C
O

 G
R

S

   
   

 3
.7

5

   
   

 3
.7

5

   
   

 3
.7

5

   
   

 3
.7

5

   
   

 3
.7

5

   
   

 2
.8

9

   
   

 2
.8

9

   
   

 1
.9

4

   
   

 1
.9

4

   
   

 1
.9

4

   
   

 1
.9

4

   
   

 0
.0

0

   
   

 0
.0

0

C
O

M
P

A
N

Y

G
R

O
S

S

E
Q

U
IV

B
O

E
/d

   
   

  6
32

   
   

  5
08

   
   

  3
97

   
   

  3
11

   
   

  2
40

   
   

  1
76

   
   

  1
29

   
   

   
94

   
   

   
76

   
   

   
61

   
   

   
48

   
   

   
 0

   
   

   
 0

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

V
E

N
U

E

L/
M

 O
IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

H
V

Y
 O

IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

U
S

M
$

   
   

21
9.

7

   
   

21
6.

3

   
   

16
0.

0

   
   

12
7.

3

   
   

10
0.

2

   
   

 7
6.

3

   
   

 5
6.

9

   
   

 4
2.

5

   
   

 3
5.

0

   
   

 2
8.

8

   
   

 2
2.

9

   
   

  0
.0

   
   

  0
.0

   
 1

,0
85

.7

   
   

  0
.0

   
 1

,0
85

.7

N
G

L

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

U
S

M
$

   
 2

,4
80

.7

   
 2

,7
82

.2

   
 2

,2
25

.5

   
 1

,7
92

.9

   
 1

,4
14

.2

   
 1

,0
60

.7

   
   

79
0.

9

   
   

59
1.

6

   
   

48
7.

4

   
   

40
1.

4

   
   

31
8.

4

   
   

  0
.0

   
   

  0
.0

   
14

,3
45

.9

   
   

  0
.0

   
14

,3
45

.9

N
E

T 
D

E
D

U
C

TI
O

N
S

/E
X

P
E

N
D

IT
U

R
E

S

C
R

N
/C

G
A

R
O

Y
A

LT
IE

S

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

B
U

R
D

E
N

A
N

D
 N

P
I

U
S

M
$

   
   

65
1.

6

   
   

72
3.

6

   
   

57
6.

0

   
   

46
3.

7

   
   

36
6.

0

   
   

27
5.

6

   
   

20
5.

8

   
   

15
4.

2

   
   

12
7.

0

   
   

10
4.

5

   
   

 8
2.

7

   
   

  0
.0

   
   

  0
.0

   
 3

,7
30

.9

   
   

  0
.0

   
 3

,7
30

.9

P
R

O
P

 A
N

D

M
IN

 T
A

X
E

S

U
S

M
$

   
   

12
6.

9

   
   

14
0.

8

   
   

11
1.

9

   
   

 9
0.

0

   
   

 7
0.

9

   
   

 5
3.

2

   
   

 3
9.

6

   
   

 2
9.

6

   
   

 2
4.

4

   
   

 2
0.

1

   
   

 1
5.

9

   
   

  0
.0

   
   

  0
.0

   
   

72
3.

1

   
   

  0
.0

   
   

72
3.

1

C
O

S
TS

C
A

P
IT

A
L

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

A
B

A
N

D

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

 1
9.

2

   
   

  0
.0

   
   

 2
2.

4

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

 4
9.

2

   
   

 9
0.

8

   
   

  0
.0

   
   

 9
0.

8

O
P

E
R

E
X

P
E

N
S

E

U
S

M
$

   
   

28
7.

8

   
   

38
6.

2

   
   

38
8.

8

   
   

39
3.

0

   
   

37
5.

8

   
   

31
3.

1

   
   

26
5.

6

   
   

21
6.

7

   
   

22
0.

4

   
   

22
4.

2

   
   

21
8.

6

   
   

  0
.0

   
   

  0
.0

   
 3

,2
90

.2

   
   

  0
.0

   
 3

,2
90

.2

FU
TU

R
E

 N
E

T 
R

E
V

E
N

U
E

B
E

FO
R

E
 IN

C
O

M
E

 T
A

X
E

S

U
N

D
IS

C

P
E

R
IO

D

U
S

M
$

   
 1

,6
34

.1

   
 1

,7
47

.9

   
 1

,3
08

.7

   
   

97
3.

4

   
   

70
1.

6

   
   

49
5.

1

   
   

31
7.

6

   
   

23
3.

6

   
   

12
8.

3

   
   

 8
1.

4

   
   

 2
4.

0

   
   

  0
.0

-4
9.

2

   
 7

,5
96

.7

   
   

  0
.0

   
 7

,5
96

.7D
IS

C
 @

 1
0.

00
0%

C
U

M

U
S

M
$

   
 1

,5
79

.2

   
 3

,1
35

.0

   
 4

,1
94

.2

   
 4

,9
10

.4

   
 5

,3
79

.9

   
 5

,6
81

.1

   
 5

,8
57

.1

   
 5

,9
74

.6

   
 6

,0
33

.3

   
 6

,0
67

.2

   
 6

,0
76

.4

   
 6

,0
76

.4

   
 6

,0
61

.7

   
 6

,0
61

.7

   
 6

,0
61

.7

   
 6

,0
61

.7

P
R

E
S

E
N

T 
W

O
R

TH
 P

R
O

FI
LE

D
IS

C
 R

A
TE

%

   
   

5.
00

0

   
  1

0.
00

0

   
  1

5.
00

0

   
  2

0.
00

0

   
  2

5.
00

0

   
  3

0.
00

0

   
  3

5.
00

0

   
  4

0.
00

0

   
  4

5.
00

0

   
  5

0.
00

0

C
U

M
 P

W

U
S

M
$    

 6
,7

38
.7

   
 6

,0
61

.7

   
 5

,5
17

.3

   
 5

,0
71

.9

   
 4

,7
01

.9

   
 4

,3
90

.2

   
 4

,1
24

.4

   
 3

,8
95

.3

   
 3

,6
95

.9

   
 3

,5
20

.8

Figure 23

130



A
ll 

es
tim

at
es

 a
nd

 e
xh

ib
its

 h
er

ei
n 

ar
e 

pa
rt 

of
 th

is
 N

S
A

I r
ep

or
t a

nd
 a

re
 s

ub
je

ct
 to

 it
s 

pa
ra

m
et

er
s 

an
d 

co
nd

iti
on

s.

S
O

U
TH

E
R

N
 E

N
E

R
G

Y
 C

O
R

P
. I

N
TE

R
E

S
T

S
U

M
M

A
R

Y
 P

R
O

JE
C

TI
O

N
 O

F 
R

E
S

E
R

V
E

S
 A

N
D

 R
E

V
E

N
U

E

A
S

 O
F 

A
P

R
IL

 1
, 2

02
1

P
R

O
B

A
B

LE
 R

E
S

E
R

V
E

S

S
U

M
M

A
R

Y
 - 

C
E

R
TA

IN
 P

R
O

P
E

R
TI

E
S

M
O

U
N

T 
O

LI
V

E
, E

A
S

T 
FI

E
LD

C
O

V
IN

G
TO

N
 C

O
U

N
TY

, M
IS

S
IS

S
IP

P
I

B
A

S
E

D
 O

N
 E

S
C

A
LA

TE
D

 P
R

IC
E

 A
N

D
 C

O
S

T 
P

A
R

A
M

E
TE

R
S

 C
A

S
E

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

12
-3

1-
20

21

12
-3

1-
20

22

12
-3

1-
20

23

12
-3

1-
20

24

12
-3

1-
20

25

12
-3

1-
20

26

12
-3

1-
20

27

12
-3

1-
20

28

12
-3

1-
20

29

12
-3

1-
20

30

12
-3

1-
20

31

12
-3

1-
20

32

12
-3

1-
20

33

12
-3

1-
20

34

12
-3

1-
20

35

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L

C
U

M
 P

R
O

D

U
LT

IM
A

TE

G
R

O
S

S
 (1

00
 P

E
R

C
E

N
T)

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  0
.4

   
   

  0
.9

   
   

  1
.0

   
   

  1
.0

   
   

  1
.0

   
   

  1
.0

   
   

  1
.0

   
   

  0
.8

   
   

  0
.6

   
   

  0
.5

   
   

  0
.5

   
   

  0
.7

   
   

  0
.6

   
   

  0
.5

   
   

  0
.4

   
   

 1
1.

0

   
   

  0
.4

   
   

 1
1.

4

   
   

  0
.0

   
   

 1
1.

4

N
G

L

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

M
M

cf

   
   

 4
9.

0

   
   

12
1.

5

   
   

16
0.

6

   
   

18
0.

7

   
   

20
0.

2

   
   

23
0.

0

   
   

23
8.

9

   
   

19
6.

0

   
   

12
9.

1

   
   

11
2.

4

   
   

10
7.

9

   
   

18
3.

6

   
   

15
7.

9

   
   

13
5.

8

   
   

10
0.

7

   
 2

,3
04

.2

   
   

 9
5.

3

   
 2

,3
99

.5

   
   

  0
.0

   
 2

,3
99

.5

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  0
.4

   
   

  0
.9

   
   

  1
.0

   
   

  1
.0

   
   

  1
.0

   
   

  1
.0

   
   

  1
.0

   
   

  0
.8

   
   

  0
.5

   
   

  0
.5

   
   

  0
.4

   
   

  0
.7

   
   

  0
.6

   
   

  0
.5

   
   

  0
.4

   
   

 1
0.

6

   
   

  0
.3

   
   

 1
0.

9

N
G

L

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

M
M

cf

   
   

 4
6.

8

   
   

11
5.

7

   
   

15
2.

9

   
   

17
2.

0

   
   

18
9.

1

   
   

21
4.

3

   
   

22
3.

5

   
   

18
7.

2

   
   

12
4.

3

   
   

10
8.

4

   
   

10
4.

1

   
   

17
7.

1

   
   

15
2.

3

   
   

13
0.

9

   
   

 9
6.

9

   
 2

,1
95

.4

   
   

 9
1.

1

   
 2

,2
86

.5

C
O

M
P

A
N

Y
 N

E
T 

R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  0
.3

   
   

  0
.7

   
   

  0
.8

   
   

  0
.7

   
   

  0
.7

   
   

  0
.7

   
   

  0
.7

   
   

  0
.6

   
   

  0
.4

   
   

  0
.4

   
   

  0
.3

   
   

  0
.5

   
   

  0
.4

   
   

  0
.4

   
   

  0
.3

   
   

  8
.0

   
   

  0
.3

   
   

  8
.3

N
G

L

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

M
M

cf

   
   

 3
5.

6

   
   

 8
7.

9

   
   

11
6.

2

   
   

13
0.

7

   
   

14
3.

9

   
   

16
3.

2

   
   

17
0.

2

   
   

14
2.

4

   
   

 9
4.

4

   
   

 8
2.

3

   
   

 7
9.

0

   
   

13
4.

3

   
   

11
5.

5

   
   

 9
9.

3

   
   

 7
3.

8

   
 1

,6
68

.7

   
   

 7
0.

2

   
 1

,7
38

.9

A
V

E
R

A
G

E
 P

R
IC

E
S

L/
M

 O
IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

H
V

Y
 O

IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

C
O

N
D

U
S

$/
bb

l

   
  5

6.
90

   
  5

5.
12

   
  5

3.
67

   
  5

4.
79

   
  5

5.
94

   
  5

7.
10

   
  5

8.
30

   
  5

9.
51

   
  6

0.
74

   
  6

2.
01

   
  6

3.
30

   
  6

4.
61

   
  6

5.
95

   
  6

7.
32

   
  6

8.
71

   
  5

9.
11

   
  7

0.
71

   
  5

9.
48

N
G

L

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

N
A

T 
G

A
S

U
S

$/
M

cf

   
  2

.4
44

   
  2

.5
54

   
  2

.6
14

   
  2

.6
84

   
  2

.7
44

   
  2

.8
04

   
  2

.8
64

   
  2

.9
34

   
  2

.9
94

   
  3

.0
54

   
  3

.1
21

   
  3

.1
90

   
  3

.2
60

   
  3

.3
31

   
  3

.4
04

   
  2

.9
31

   
  3

.5
08

   
  2

.9
54

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

 1
2-

31
-2

02
1

 1
2-

31
-2

02
2

 1
2-

31
-2

02
3

 1
2-

31
-2

02
4

 1
2-

31
-2

02
5

 1
2-

31
-2

02
6

 1
2-

31
-2

02
7

 1
2-

31
-2

02
8

 1
2-

31
-2

02
9

 1
2-

31
-2

03
0

 1
2-

31
-2

03
1

 1
2-

31
-2

03
2

 1
2-

31
-2

03
3

 1
2-

31
-2

03
4

 1
2-

31
-2

03
5

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L 
O

F 
 1

6.
5 

Y
R

S

N
U

M
B

E
R

 O
F 

A
C

TI
V

E

C
O

M
P

LE
TI

O
N

S

10
0%

   
   

   
 0

   
   

   
 0

   
   

   
 0

   
   

   
 0

   
   

   
 0

   
   

   
 1

   
   

   
 1

   
   

   
 2

   
   

   
 1

   
   

   
 0

   
   

   
 0

   
   

   
 2

   
   

   
 2

   
   

   
 2

   
   

   
 2

C
O

 G
R

S

   
   

 0
.0

0

   
   

 0
.0

0

   
   

 0
.0

0

   
   

 0
.0

0

   
   

 0
.0

0

   
   

 0
.8

5

   
   

 0
.8

5

   
   

 1
.8

1

   
   

 0
.9

6

   
   

 0
.0

0

   
   

 0
.0

0

   
   

 1
.9

4

   
   

 1
.9

4

   
   

 1
.9

4

   
   

 1
.9

4

C
O

M
P

A
N

Y

G
R

O
S

S

E
Q

U
IV

B
O

E
/d

   
   

   
30

   
   

   
55

   
   

   
73

   
   

   
81

   
   

   
89

   
   

  1
00

   
   

  1
05

   
   

   
87

   
   

   
58

   
   

   
51

   
   

   
49

   
   

   
83

   
   

   
71

   
   

   
61

   
   

   
45

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

V
E

N
U

E

L/
M

 O
IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

H
V

Y
 O

IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

U
S

M
$

   
   

 2
2.

8

   
   

 4
8.

9

   
   

 5
3.

8

   
   

 5
4.

1

   
   

 5
4.

1

   
   

 5
5.

3

   
   

 5
5.

7

   
   

 4
8.

5

   
   

 3
3.

0

   
   

 2
8.

9

   
   

 2
7.

8

   
   

 4
4.

4

   
   

 3
9.

0

   
   

 3
4.

2

   
   

 2
5.

7

   
   

62
6.

2

   
   

 2
4.

2

   
   

65
0.

5

N
G

L

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

U
S

M
$

   
   

11
4.

4

   
   

29
5.

4

   
   

39
9.

8

   
   

46
1.

5

   
   

51
9.

0

   
   

60
0.

8

   
   

64
0.

0

   
   

54
9.

4

   
   

37
2.

2

   
   

33
0.

9

   
   

32
4.

8

   
   

56
4.

9

   
   

49
6.

3

   
   

43
6.

1

   
   

32
9.

9

   
 6

,4
35

.4

   
   

31
9.

5

   
 6

,7
54

.9

N
E

T 
D

E
D

U
C

TI
O

N
S

/E
X

P
E

N
D

IT
U

R
E

S

C
R

N
/C

G
A

R
O

Y
A

LT
IE

S

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

B
U

R
D

E
N

A
N

D
 N

P
I

U
S

M
$

   
   

 3
3.

0

   
   

 8
2.

8

   
   

10
8.

9

   
   

12
3.

8

   
   

13
7.

3

   
   

15
6.

6

   
   

16
6.

0

   
   

14
3.

4

   
   

 9
7.

5

   
   

 8
6.

6

   
   

 8
5.

0

   
   

14
7.

2

   
   

12
9.

2

   
   

11
3.

4

   
   

 8
4.

8

   
 1

,6
95

.4

   
   

 7
8.

7

   
 1

,7
74

.1

P
R

O
P

 A
N

D

M
IN

 T
A

X
E

S

U
S

M
$

   
   

  6
.4

   
   

 1
6.

2

   
   

 2
1.

3

   
   

 2
4.

2

   
   

 2
6.

9

   
   

 3
0.

8

   
   

 3
2.

7

   
   

 2
8.

0

   
   

 1
9.

0

   
   

 1
6.

8

   
   

 1
6.

5

   
   

 2
8.

4

   
   

 2
5.

0

   
   

 2
1.

9

   
   

 1
6.

6

   
   

33
0.

7

   
   

 1
6.

3

   
   

34
6.

9

C
O

S
TS

C
A

P
IT

A
L

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

A
B

A
N

D

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

-1
9.

2

0.
0

-2
2.

4

20
.4

23
.3 0.
0

-4
9.

2

0.
0

0.
0

-4
7.

1

54
.3 7.
2

O
P

E
R

E
X

P
E

N
S

E

U
S

M
$

   
   

  0
.8

   
   

  1
.9

   
   

  2
.8

   
   

  3
.2

   
   

 2
5.

6

   
   

 9
4.

1

   
   

14
7.

9

   
   

12
4.

7

   
   

 2
0.

2

   
   

  2
.0

   
   

 1
1.

4

   
   

23
4.

1

   
   

23
8.

4

   
   

24
2.

7

   
   

20
5.

7

   
 1

,3
55

.5

   
   

22
0.

2

   
 1

,5
75

.7

FU
TU

R
E

 N
E

T 
R

E
V

E
N

U
E

B
E

FO
R

E
 IN

C
O

M
E

 T
A

X
E

S

U
N

D
IS

C

P
E

R
IO

D

U
S

M
$

   
   

 9
7.

0

   
   

24
3.

4

   
   

32
0.

6

   
   

36
4.

5

   
   

38
3.

3

   
   

37
4.

6

   
   

36
8.

3

   
   

30
1.

8

   
   

29
1.

0

   
   

23
4.

1

   
   

21
6.

4

   
   

19
9.

6

   
   

19
1.

9

   
   

 9
2.

2

   
   

 4
8.

5

   
 3

,7
27

.2

-2
5.

8

   
 3

,7
01

.5D
IS

C
 @

 1
0.

00
0%

C
U

M

U
S

M
$

   
   

 9
3.

1

   
   

30
8.

6

   
   

56
7.

1

   
   

83
4.

5

   
 1

,0
90

.3

   
 1

,3
17

.6

   
 1

,5
20

.7

   
 1

,6
72

.2

   
 1

,8
04

.9

   
 1

,9
01

.6

   
 1

,9
82

.8

   
 2

,0
51

.3

   
 2

,1
10

.6

   
 2

,1
36

.8

   
 2

,1
49

.4

   
 2

,1
49

.4

   
 2

,1
45

.6

   
 2

,1
45

.6

P
R

E
S

E
N

T 
W

O
R

TH
 P

R
O

FI
LE

D
IS

C
 R

A
TE

%

   
   

5.
00

0

   
  1

0.
00

0

   
  1

5.
00

0

   
  2

0.
00

0

   
  2

5.
00

0

   
  3

0.
00

0

   
  3

5.
00

0

   
  4

0.
00

0

   
  4

5.
00

0

   
  5

0.
00

0

C
U

M
 P

W

U
S

M
$    

 2
,7

65
.2

   
 2

,1
45

.6

   
 1

,7
19

.3

   
 1

,4
15

.5

   
 1

,1
92

.1

   
 1

,0
23

.2

   
   

89
2.

3

   
   

78
8.

9

   
   

70
5.

5

   
   

63
7.

1

Figure 24

131



A
ll 

es
tim

at
es

 a
nd

 e
xh

ib
its

 h
er

ei
n 

ar
e 

pa
rt 

of
 th

is
 N

S
A

I r
ep

or
t a

nd
 a

re
 s

ub
je

ct
 to

 it
s 

pa
ra

m
et

er
s 

an
d 

co
nd

iti
on

s.

S
O

U
TH

E
R

N
 E

N
E

R
G

Y
 C

O
R

P
. I

N
TE

R
E

S
T

S
U

M
M

A
R

Y
 P

R
O

JE
C

TI
O

N
 O

F 
R

E
S

E
R

V
E

S
 A

N
D

 R
E

V
E

N
U

E

A
S

 O
F 

A
P

R
IL

 1
, 2

02
1

P
R

O
V

E
D

 +
 P

R
O

B
A

B
LE

 R
E

S
E

R
V

E
S

S
U

M
M

A
R

Y
 - 

C
E

R
TA

IN
 P

R
O

P
E

R
TI

E
S

M
O

U
N

T 
O

LI
V

E
, E

A
S

T 
FI

E
LD

C
O

V
IN

G
TO

N
 C

O
U

N
TY

, M
IS

S
IS

S
IP

P
I

B
A

S
E

D
 O

N
 E

S
C

A
LA

TE
D

 P
R

IC
E

 A
N

D
 C

O
S

T 
P

A
R

A
M

E
TE

R
S

 C
A

S
E

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

12
-3

1-
20

21

12
-3

1-
20

22

12
-3

1-
20

23

12
-3

1-
20

24

12
-3

1-
20

25

12
-3

1-
20

26

12
-3

1-
20

27

12
-3

1-
20

28

12
-3

1-
20

29

12
-3

1-
20

30

12
-3

1-
20

31

12
-3

1-
20

32

12
-3

1-
20

33

12
-3

1-
20

34

12
-3

1-
20

35

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L

C
U

M
 P

R
O

D

U
LT

IM
A

TE

G
R

O
S

S
 (1

00
 P

E
R

C
E

N
T)

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  4
.5

   
   

  5
.0

   
   

  4
.2

   
   

  3
.5

   
   

  2
.9

   
   

  2
.4

   
   

  2
.0

   
   

  1
.6

   
   

  1
.2

   
   

  1
.0

   
   

  0
.8

   
   

  0
.7

   
   

  0
.6

   
   

  0
.5

   
   

  0
.4

   
   

 3
1.

2

   
   

  0
.4

   
   

 3
1.

5

   
   

 6
2.

8

   
   

 9
4.

3

N
G

L

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

M
M

cf

   
 1

,1
13

.8

   
 1

,2
64

.3

   
 1

,0
54

.4

   
   

88
2.

1

   
   

74
0.

1

   
   

62
2.

7

   
   

52
5.

2

   
   

40
4.

8

   
   

29
7.

6

   
   

24
8.

5

   
   

21
3.

6

   
   

18
3.

6

   
   

15
7.

9

   
   

13
5.

8

   
   

10
0.

7

   
 7

,9
45

.1

   
   

 9
5.

3

   
 8

,0
40

.4

   
10

,4
67

.1

   
18

,5
07

.5

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  4
.3

   
   

  4
.8

   
   

  4
.0

   
   

  3
.3

   
   

  2
.8

   
   

  2
.3

   
   

  1
.9

   
   

  1
.5

   
   

  1
.1

   
   

  0
.9

   
   

  0
.8

   
   

  0
.7

   
   

  0
.6

   
   

  0
.5

   
   

  0
.4

   
   

 2
9.

9

   
   

  0
.3

   
   

 3
0.

2

N
G

L

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

M
M

cf

   
 1

,0
61

.8

   
 1

,2
05

.0

   
 1

,0
04

.3

   
   

83
9.

9

   
   

70
4.

5

   
   

59
2.

5

   
   

49
9.

6

   
   

38
8.

9

   
   

28
7.

1

   
   

23
9.

8

   
   

20
6.

1

   
   

17
7.

1

   
   

15
2.

3

   
   

13
0.

9

   
   

 9
6.

9

   
 7

,5
86

.8

   
   

 9
1.

1

   
 7

,6
77

.9

C
O

M
P

A
N

Y
 N

E
T 

R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  3
.2

   
   

  3
.6

   
   

  3
.0

   
   

  2
.5

   
   

  2
.1

   
   

  1
.7

   
   

  1
.5

   
   

  1
.2

   
   

  0
.8

   
   

  0
.7

   
   

  0
.6

   
   

  0
.5

   
   

  0
.4

   
   

  0
.4

   
   

  0
.3

   
   

 2
2.

7

   
   

  0
.3

   
   

 2
2.

9

N
G

L

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

M
M

cf

   
   

80
5.

7

   
   

91
4.

3

   
   

76
2.

0

   
   

63
7.

4

   
   

53
4.

7

   
   

44
9.

7

   
   

37
9.

3

   
   

29
5.

0

   
   

21
7.

6

   
   

18
1.

8

   
   

15
6.

3

   
   

13
4.

3

   
   

11
5.

5

   
   

 9
9.

3

   
   

 7
3.

8

   
 5

,7
56

.8

   
   

 7
0.

2

   
 5

,8
27

.0

A
V

E
R

A
G

E
 P

R
IC

E
S

L/
M

 O
IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

H
V

Y
 O

IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

C
O

N
D

U
S

$/
bb

l

   
  5

6.
90

   
  5

5.
12

   
  5

3.
67

   
  5

4.
79

   
  5

5.
94

   
  5

7.
10

   
  5

8.
30

   
  5

9.
51

   
  6

0.
74

   
  6

2.
01

   
  6

3.
30

   
  6

4.
61

   
  6

5.
95

   
  6

7.
32

   
  6

8.
71

   
  5

7.
25

   
  7

0.
71

   
  5

7.
41

N
G

L

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

N
A

T 
G

A
S

U
S

$/
M

cf

   
  2

.4
44

   
  2

.5
54

   
  2

.6
14

   
  2

.6
84

   
  2

.7
44

   
  2

.8
04

   
  2

.8
64

   
  2

.9
34

   
  2

.9
94

   
  3

.0
54

   
  3

.1
21

   
  3

.1
90

   
  3

.2
60

   
  3

.3
31

   
  3

.4
04

   
  2

.7
39

   
  3

.5
08

   
  2

.7
48

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

 1
2-

31
-2

02
1

 1
2-

31
-2

02
2

 1
2-

31
-2

02
3

 1
2-

31
-2

02
4

 1
2-

31
-2

02
5

 1
2-

31
-2

02
6

 1
2-

31
-2

02
7

 1
2-

31
-2

02
8

 1
2-

31
-2

02
9

 1
2-

31
-2

03
0

 1
2-

31
-2

03
1

 1
2-

31
-2

03
2

 1
2-

31
-2

03
3

 1
2-

31
-2

03
4

 1
2-

31
-2

03
5

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L 
O

F 
 1

6.
5 

Y
R

S

N
U

M
B

E
R

 O
F 

A
C

TI
V

E

C
O

M
P

LE
TI

O
N

S

10
0%

   
   

   
 4

   
   

   
 4

   
   

   
 4

   
   

   
 4

   
   

   
 4

   
   

   
 4

   
   

   
 4

   
   

   
 4

   
   

   
 3

   
   

   
 2

   
   

   
 2

   
   

   
 2

   
   

   
 2

   
   

   
 2

   
   

   
 2

C
O

 G
R

S

   
   

 3
.7

5

   
   

 3
.7

5

   
   

 3
.7

5

   
   

 3
.7

5

   
   

 3
.7

5

   
   

 3
.7

5

   
   

 3
.7

5

   
   

 3
.7

5

   
   

 2
.8

9

   
   

 1
.9

4

   
   

 1
.9

4

   
   

 1
.9

4

   
   

 1
.9

4

   
   

 1
.9

4

   
   

 1
.9

4

C
O

M
P

A
N

Y

G
R

O
S

S

E
Q

U
IV

B
O

E
/d

   
   

  6
61

   
   

  5
63

   
   

  4
70

   
   

  3
92

   
   

  3
29

   
   

  2
77

   
   

  2
33

   
   

  1
81

   
   

  1
34

   
   

  1
12

   
   

   
96

   
   

   
83

   
   

   
71

   
   

   
61

   
   

   
45

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

V
E

N
U

E

L/
M

 O
IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

H
V

Y
 O

IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

U
S

M
$

   
   

24
2.

5

   
   

26
5.

1

   
   

21
3.

8

   
   

18
1.

4

   
   

15
4.

3

   
   

13
1.

6

   
   

11
2.

6

   
   

 9
1.

0

   
   

 6
8.

0

   
   

 5
7.

8

   
   

 5
0.

6

   
   

 4
4.

4

   
   

 3
9.

0

   
   

 3
4.

2

   
   

 2
5.

7

   
 1

,7
11

.9

   
   

 2
4.

2

   
 1

,7
36

.1

N
G

L

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

U
S

M
$

   
 2

,5
95

.1

   
 3

,0
77

.6

   
 2

,6
25

.3

   
 2

,2
54

.4

   
 1

,9
33

.2

   
 1

,6
61

.5

   
 1

,4
30

.9

   
 1

,1
41

.0

   
   

85
9.

6

   
   

73
2.

3

   
   

64
3.

2

   
   

56
4.

9

   
   

49
6.

3

   
   

43
6.

1

   
   

32
9.

9

   
20

,7
81

.3

   
   

31
9.

5

   
21

,1
00

.8

N
E

T 
D

E
D

U
C

TI
O

N
S

/E
X

P
E

N
D

IT
U

R
E

S

C
R

N
/C

G
A

R
O

Y
A

LT
IE

S

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

B
U

R
D

E
N

A
N

D
 N

P
I

U
S

M
$

   
   

68
4.

6

   
   

80
6.

4

   
   

68
5.

0

   
   

58
7.

5

   
   

50
3.

3

   
   

43
2.

2

   
   

37
1.

9

   
   

29
7.

6

   
   

22
4.

5

   
   

19
1.

1

   
   

16
7.

7

   
   

14
7.

2

   
   

12
9.

2

   
   

11
3.

4

   
   

 8
4.

8

   
 5

,4
26

.2

   
   

 7
8.

7

   
 5

,5
05

.0

P
R

O
P

 A
N

D

M
IN

 T
A

X
E

S

U
S

M
$

   
   

13
3.

4

   
   

15
6.

9

   
   

13
3.

2

   
   

11
4.

2

   
   

 9
7.

8

   
   

 8
4.

0

   
   

 7
2.

3

   
   

 5
7.

6

   
   

 4
3.

3

   
   

 3
6.

9

   
   

 3
2.

4

   
   

 2
8.

4

   
   

 2
5.

0

   
   

 2
1.

9

   
   

 1
6.

6

   
 1

,0
53

.8

   
   

 1
6.

3

   
 1

,0
70

.1

C
O

S
TS

C
A

P
IT

A
L

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

A
B

A
N

D

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

 2
0.

4

   
   

 2
3.

3

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

 4
3.

7

   
   

 5
4.

3

   
   

 9
8.

0

O
P

E
R

E
X

P
E

N
S

E

U
S

M
$

   
   

28
8.

5

   
   

38
8.

2

   
   

39
1.

6

   
   

39
6.

2

   
   

40
1.

4

   
   

40
7.

2

   
   

41
3.

5

   
   

34
1.

4

   
   

24
0.

5

   
   

22
6.

2

   
   

23
0.

1

   
   

23
4.

1

   
   

23
8.

4

   
   

24
2.

7

   
   

20
5.

7

   
 4

,6
45

.6

   
   

22
0.

2

   
 4

,8
65

.8

FU
TU

R
E

 N
E

T 
R

E
V

E
N

U
E

B
E

FO
R

E
 IN

C
O

M
E

 T
A

X
E

S

U
N

D
IS

C

P
E

R
IO

D

U
S

M
$

   
 1

,7
31

.2

   
 1

,9
91

.3

   
 1

,6
29

.4

   
 1

,3
37

.9

   
 1

,0
85

.0

   
   

86
9.

7

   
   

68
5.

9

   
   

53
5.

4

   
   

41
9.

3

   
   

31
5.

5

   
   

24
0.

3

   
   

19
9.

6

   
   

14
2.

8

   
   

 9
2.

2

   
   

 4
8.

5

   
11

,3
23

.9

-2
5.

8

   
11

,2
98

.1D
IS

C
 @

 1
0.

00
0%

C
U

M

U
S

M
$

   
 1

,6
72

.3

   
 3

,4
43

.6

   
 4

,7
61

.3

   
 5

,7
45

.0

   
 6

,4
70

.2

   
 6

,9
98

.8

   
 7

,3
77

.8

   
 7

,6
46

.7

   
 7

,8
38

.1

   
 7

,9
68

.8

   
 8

,0
59

.2

   
 8

,1
27

.7

   
 8

,1
72

.3

   
 8

,1
98

.5

   
 8

,2
11

.1

   
 8

,2
11

.1

   
 8

,2
07

.3

   
 8

,2
07

.3

P
R

E
S

E
N

T 
W

O
R

TH
 P

R
O

FI
LE

D
IS

C
 R

A
TE

%

   
   

5.
00

0

   
  1

0.
00

0

   
  1

5.
00

0

   
  2

0.
00

0

   
  2

5.
00

0

   
  3

0.
00

0

   
  3

5.
00

0

   
  4

0.
00

0

   
  4

5.
00

0

   
  5

0.
00

0

C
U

M
 P

W

U
S

M
$    

 9
,5

03
.8

   
 8

,2
07

.3

   
 7

,2
36

.6

   
 6

,4
87

.4

   
 5

,8
93

.9

   
 5

,4
13

.3

   
 5

,0
16

.7

   
 4

,6
84

.1

   
 4

,4
01

.3

   
 4

,1
57

.9

Figure 25

132



A
ll 

es
tim

at
es

 a
nd

 e
xh

ib
its

 h
er

ei
n 

ar
e 

pa
rt 

of
 th

is
 N

S
A

I r
ep

or
t a

nd
 a

re
 s

ub
je

ct
 to

 it
s 

pa
ra

m
et

er
s 

an
d 

co
nd

iti
on

s.

S
O

U
TH

E
R

N
 E

N
E

R
G

Y
 C

O
R

P
. I

N
TE

R
E

S
T

S
U

M
M

A
R

Y
 P

R
O

JE
C

TI
O

N
 O

F 
R

E
S

E
R

V
E

S
 A

N
D

 R
E

V
E

N
U

E

A
S

 O
F 

A
P

R
IL

 1
, 2

02
1

TO
TA

L 
P

R
O

V
E

D
 R

E
S

E
R

V
E

S

S
U

M
M

A
R

Y
 - 

C
E

R
TA

IN
 P

R
O

P
E

R
TI

E
S

M
IN

O
R

 V
A

LU
E

 F
IE

LD
S

B
A

S
E

D
 O

N
 E

S
C

A
LA

TE
D

 P
R

IC
E

 A
N

D
 C

O
S

T 
P

A
R

A
M

E
TE

R
S

 C
A

S
E

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

12
-3

1-
20

21

12
-3

1-
20

22

12
-3

1-
20

23

12
-3

1-
20

24

12
-3

1-
20

25

12
-3

1-
20

26

12
-3

1-
20

27

12
-3

1-
20

28

12
-3

1-
20

29

12
-3

1-
20

30

12
-3

1-
20

31

12
-3

1-
20

32

12
-3

1-
20

33

12
-3

1-
20

34

12
-3

1-
20

35

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L

C
U

M
 P

R
O

D

U
LT

IM
A

TE

G
R

O
S

S
 (1

00
 P

E
R

C
E

N
T)

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

69
9.

1

   
   

74
2.

1

   
   

57
5.

2

   
   

43
4.

5

   
   

33
2.

0

   
   

25
7.

6

   
   

20
0.

2

   
   

15
4.

9

   
   

  9
.4

   
   

  8
.7

   
   

  8
.0

   
   

  6
.8

   
   

  5
.7

   
   

  4
.3

   
   

  3
.1

   
 3

,4
41

.5

   
   

16
0.

4

   
 3

,6
01

.9

   
16

,0
91

.5

   
19

,6
93

.5

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  6
.4

   
   

 1
6.

7

   
   

 1
9.

7

   
   

 1
5.

6

   
   

 1
3.

2

   
   

 1
1.

5

   
   

 1
0.

1

   
   

  8
.9

   
   

  7
.2

   
   

  6
.4

   
   

  5
.6

   
   

  4
.1

   
   

  3
.4

   
   

  3
.0

   
   

  3
.0

   
   

13
5.

0

   
   

 2
5.

4

   
   

16
0.

4

   
   

75
1.

0

   
   

91
1.

4

N
G

L

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

M
M

cf

   
 2

,5
50

.8

   
 3

,9
32

.9

   
 4

,1
81

.6

   
 3

,4
99

.3

   
 2

,8
72

.7

   
 2

,4
72

.8

   
 2

,1
39

.7

   
 1

,7
34

.3

   
 1

,2
57

.3

   
 1

,0
87

.1

   
   

96
6.

4

   
   

73
4.

7

   
   

63
8.

4

   
   

57
6.

8

   
   

65
1.

9

   
29

,2
96

.5

   
 6

,1
09

.0

   
35

,4
05

.4

  1
88

,6
11

.8

  2
24

,0
17

.2

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

 2
2.

0

   
   

 2
3.

2

   
   

 1
9.

7

   
   

 1
5.

2

   
   

 1
2.

8

   
   

 1
1.

5

   
   

 1
0.

4

   
   

  8
.5

   
   

  7
.0

   
   

  6
.5

   
   

  6
.0

   
   

  4
.9

   
   

  3
.9

   
   

  3
.5

   
   

  3
.1

   
   

15
8.

1

   
   

 3
6.

2

   
   

19
4.

4

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  5
.9

   
   

 1
5.

4

   
   

 1
8.

3

   
   

 1
4.

5

   
   

 1
2.

2

   
   

 1
0.

7

   
   

  9
.4

   
   

  8
.3

   
   

  6
.7

   
   

  5
.9

   
   

  5
.3

   
   

  3
.9

   
   

  3
.3

   
   

  2
.9

   
   

  2
.8

   
   

12
5.

5

   
   

 2
4.

0

   
   

14
9.

5

N
G

L

M
bb

l

   
   

  0
.4

   
   

  0
.4

   
   

  0
.3

   
   

  0
.3

   
   

  0
.2

   
   

  0
.2

   
   

  0
.1

   
   

  0
.1

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  2
.0

   
   

  0
.0

   
   

  2
.0

N
A

T 
G

A
S

M
M

cf

   
 1

,3
27

.4

   
 2

,4
97

.2

   
 2

,9
10

.5

   
 2

,4
72

.3

   
 2

,0
42

.0

   
 1

,7
80

.5

   
 1

,5
58

.1

   
 1

,2
65

.0

   
 1

,0
27

.3

   
   

88
9.

5

   
   

78
9.

5

   
   

61
7.

4

   
   

54
0.

3

   
   

48
7.

3

   
   

56
1.

3

   
20

,7
65

.7

   
 5

,1
78

.7

   
25

,9
44

.4

C
O

M
P

A
N

Y
 N

E
T 

R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

 1
6.

9

   
   

 1
7.

9

   
   

 1
5.

3

   
   

 1
1.

8

   
   

 1
0.

0

   
   

  9
.0

   
   

  8
.1

   
   

  6
.7

   
   

  5
.5

   
   

  5
.1

   
   

  4
.7

   
   

  3
.9

   
   

  3
.1

   
   

  2
.8

   
   

  2
.4

   
   

12
3.

0

   
   

 2
7.

8

   
   

15
0.

8

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  4
.6

   
   

 1
1.

8

   
   

 1
4.

1

   
   

 1
1.

2

   
   

  9
.5

   
   

  8
.3

   
   

  7
.3

   
   

  6
.4

   
   

  5
.2

   
   

  4
.6

   
   

  4
.1

   
   

  3
.0

   
   

  2
.6

   
   

  2
.2

   
   

  2
.2

   
   

 9
7.

0

   
   

 1
8.

6

   
   

11
5.

6

N
G

L

M
bb

l

   
   

  0
.3

   
   

  0
.3

   
   

  0
.3

   
   

  0
.2

   
   

  0
.2

   
   

  0
.1

   
   

  0
.1

   
   

  0
.1

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  1
.5

   
   

  0
.0

   
   

  1
.5

N
A

T 
G

A
S

M
M

cf

   
 1

,0
40

.1

   
 1

,9
36

.6

   
 2

,2
57

.1

   
 1

,9
15

.0

   
 1

,5
83

.4

   
 1

,3
81

.1

   
 1

,2
09

.0

   
   

98
4.

3

   
   

80
0.

0

   
   

69
2.

4

   
   

61
4.

4

   
   

48
2.

1

   
   

42
2.

3

   
   

38
0.

9

   
   

43
7.

6

   
16

,1
36

.2

   
 4

,0
35

.6

   
20

,1
71

.8

A
V

E
R

A
G

E
 P

R
IC

E
S

L/
M

 O
IL

U
S

$/
bb

l

   
  5

6.
17

   
  5

4.
44

   
  5

3.
03

   
  5

4.
24

   
  5

5.
46

   
  5

6.
65

   
  5

7.
88

   
  5

9.
14

   
  6

0.
54

   
  6

1.
80

   
  6

3.
09

   
  6

4.
45

   
  6

5.
84

   
  6

7.
25

   
  6

8.
68

   
  5

7.
28

   
  7

9.
52

   
  6

1.
38

H
V

Y
 O

IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

C
O

N
D

U
S

$/
bb

l

   
  5

6.
61

   
  5

4.
94

   
  5

3.
50

   
  5

4.
63

   
  5

5.
78

   
  5

6.
94

   
  5

8.
15

   
  5

9.
36

   
  6

0.
60

   
  6

1.
87

   
  6

3.
16

   
  6

4.
46

   
  6

5.
79

   
  6

7.
15

   
  6

8.
40

   
  5

7.
70

   
  8

6.
77

   
  6

2.
37

N
G

L

U
S

$/
bb

l

   
   

5.
98

   
   

5.
80

   
   

5.
66

   
   

5.
77

   
   

5.
89

   
   

6.
00

   
   

6.
13

   
   

6.
25

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

5.
88

   
   

0.
00

   
   

5.
88

N
A

T 
G

A
S

U
S

$/
M

cf

   
  2

.5
83

   
  2

.6
96

   
  2

.7
57

   
  2

.8
29

   
  2

.8
88

   
  2

.9
48

   
  3

.0
08

   
  3

.0
77

   
  3

.1
37

   
  3

.1
98

   
  3

.2
65

   
  3

.3
33

   
  3

.4
03

   
  3

.4
73

   
  3

.5
43

   
  2

.9
44

   
  4

.5
54

   
  3

.2
66

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

 1
2-

31
-2

02
1

 1
2-

31
-2

02
2

 1
2-

31
-2

02
3

 1
2-

31
-2

02
4

 1
2-

31
-2

02
5

 1
2-

31
-2

02
6

 1
2-

31
-2

02
7

 1
2-

31
-2

02
8

 1
2-

31
-2

02
9

 1
2-

31
-2

03
0

 1
2-

31
-2

03
1

 1
2-

31
-2

03
2

 1
2-

31
-2

03
3

 1
2-

31
-2

03
4

 1
2-

31
-2

03
5

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L 
O

F 
 5

0.
0 

Y
R

S

N
U

M
B

E
R

 O
F 

A
C

TI
V

E

C
O

M
P

LE
TI

O
N

S

10
0%

   
   

  2
00

   
   

  2
00

   
   

  2
01

   
   

  1
90

   
   

  1
74

   
   

  1
60

   
   

  1
51

   
   

  1
37

   
   

  1
01

   
   

   
90

   
   

   
78

   
   

   
73

   
   

   
64

   
   

   
62

   
   

   
59

C
O

 G
R

S

   
  1

56
.9

8

   
  1

58
.6

2

   
  1

60
.0

2

   
  1

49
.5

3

   
  1

36
.5

6

   
  1

24
.0

3

   
  1

15
.3

6

   
  1

02
.2

0

   
   

88
.4

3

   
   

78
.8

3

   
   

67
.3

4

   
   

62
.6

6

   
   

54
.9

7

   
   

53
.0

4

   
   

50
.9

1

C
O

M
P

A
N

Y

G
R

O
S

S

E
Q

U
IV

B
O

E
/d

   
   

  9
11

   
   

1,
24

7

   
   

1,
43

4

   
   

1,
20

8

   
   

1,
00

2

   
   

  8
74

   
   

  7
66

   
   

  6
22

   
   

  5
07

   
   

  4
40

   
   

  3
91

   
   

  3
05

   
   

  2
66

   
   

  2
40

   
   

  2
72

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

V
E

N
U

E

L/
M

 O
IL

U
S

M
$

   
 1

,2
33

.0

   
 1

,2
61

.0

   
 1

,0
46

.3

   
   

82
3.

2

   
   

70
9.

4

   
   

65
3.

3

   
   

60
4.

7

   
   

50
3.

7

   
   

42
3.

1

   
   

39
9.

2

   
   

37
6.

7

   
   

31
6.

2

   
   

25
8.

9

   
   

23
3.

9

   
   

21
0.

7

   
 9

,0
53

.4

   
 2

,8
86

.8

   
11

,9
40

.2

H
V

Y
 O

IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

U
S

M
$

   
   

33
2.

4

   
   

84
6.

4

   
   

98
1.

0

   
   

79
1.

9

   
   

68
3.

2

   
   

60
8.

2

   
   

54
7.

0

   
   

49
0.

6

   
   

40
6.

6

   
   

36
6.

9

   
   

33
1.

7

   
   

25
0.

0

   
   

21
5.

4

   
   

19
2.

0

   
   

19
4.

1

   
 7

,2
37

.4

   
 2

,0
89

.4

   
 9

,3
26

.9

N
G

L

U
S

M
$

   
   

  2
.5

   
   

  2
.5

   
   

  1
.9

   
   

  1
.5

   
   

  1
.2

   
   

  0
.9

   
   

  0
.7

   
   

  0
.6

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

 1
1.

9

   
   

  0
.0

   
   

 1
1.

9

N
A

T 
G

A
S

U
S

M
$

   
 3

,4
29

.2

   
 6

,7
33

.1

   
 8

,0
25

.4

   
 6

,9
93

.3

   
 5

,8
98

.3

   
 5

,2
49

.9

   
 4

,6
87

.5

   
 3

,8
92

.4

   
 3

,2
23

.0

   
 2

,8
44

.5

   
 2

,5
77

.9

   
 2

,0
57

.9

   
 1

,8
38

.6

   
 1

,6
92

.6

   
 1

,9
88

.8

   
61

,1
32

.4

   
23

,5
82

.6

   
84

,7
14

.9

N
E

T 
D

E
D

U
C

TI
O

N
S

/E
X

P
E

N
D

IT
U

R
E

S

C
R

N
/C

G
A

R
O

Y
A

LT
IE

S

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

B
U

R
D

E
N

A
N

D
 N

P
I

U
S

M
$

   
 1

,0
98

.3

   
 1

,9
95

.9

   
 2

,2
63

.2

   
 1

,9
40

.3

   
 1

,6
37

.0

   
 1

,4
60

.3

   
 1

,3
07

.8

   
 1

,0
85

.1

   
   

89
6.

7

   
   

79
9.

7

   
   

72
8.

0

   
   

57
3.

9

   
   

50
3.

2

   
   

46
0.

5

   
   

52
4.

5

   
17

,2
74

.4

   
 6

,3
60

.7

   
23

,6
35

.1

P
R

O
P

 A
N

D

M
IN

 T
A

X
E

S

U
S

M
$

   
   

24
8.

9

   
   

43
1.

2

   
   

48
7.

6

   
   

41
6.

3

   
   

35
2.

2

   
   

31
3.

9

   
   

28
1.

2

   
   

23
5.

3

   
   

19
3.

8

   
   

17
2.

5

   
   

15
7.

0

   
   

12
5.

7

   
   

11
0.

9

   
   

10
1.

6

   
   

11
4.

5

   
 3

,7
42

.9

   
 1

,3
54

.1

   
 5

,0
97

.0

C
O

S
TS

C
A

P
IT

A
L

U
S

M
$

   
   

 4
5.

9

   
 2

,6
24

.1

   
 2

,3
09

.1

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

31
8.

2

   
   

  0
.0

   
 5

,2
97

.2

   
 2

,8
42

.4

   
 8

,1
39

.6

A
B

A
N

D

U
S

M
$

   
   

  0
.0

   
   

 7
8.

5

   
   

13
1.

0

   
   

13
9.

4

   
   

15
1.

5

   
   

20
2.

8

   
   

18
6.

3

   
   

14
7.

8

   
   

19
7.

1

   
   

33
3.

1

   
   

29
7.

6

   
   

18
1.

1

   
   

14
9.

2

   
   

20
7.

3

   
   

11
6.

7

   
 2

,5
19

.6

   
 1

,2
69

.6

   
 3

,7
89

.2

O
P

E
R

E
X

P
E

N
S

E

U
S

M
$

   
 1

,4
95

.7

   
 2

,3
46

.0

   
 2

,5
59

.2

   
 2

,4
01

.0

   
 2

,2
20

.7

   
 2

,1
28

.2

   
 2

,0
17

.0

   
 1

,7
80

.0

   
 1

,4
22

.2

   
 1

,3
18

.7

   
 1

,2
60

.1

   
   

98
9.

3

   
   

89
4.

9

   
   

84
7.

0

   
   

87
1.

4

   
24

,5
51

.4

   
10

,8
82

.5

   
35

,4
33

.8

FU
TU

R
E

 N
E

T 
R

E
V

E
N

U
E

B
E

FO
R

E
 IN

C
O

M
E

 T
A

X
E

S

U
N

D
IS

C

P
E

R
IO

D

U
S

M
$

   
 2

,1
08

.5

   
 1

,3
67

.3

   
 2

,3
04

.5

   
 3

,7
12

.9

   
 2

,9
30

.8

   
 2

,4
07

.0

   
 2

,0
47

.7

   
 1

,6
39

.0

   
 1

,3
42

.8

   
   

98
6.

6

   
   

84
3.

5

   
   

75
4.

1

   
   

65
4.

6

   
   

18
4.

0

   
   

76
6.

4

   
24

,0
49

.7

   
 5

,8
49

.5

   
29

,8
99

.1D
IS

C
 @

 1
0.

00
0%

C
U

M

U
S

M
$

   
 2

,0
33

.3

   
 3

,2
44

.7

   
 5

,0
85

.0

   
 7

,8
16

.6

   
 9

,7
74

.6

   
11

,2
35

.3

   
12

,3
65

.3

   
13

,1
88

.5

   
13

,8
00

.9

   
14

,2
09

.5

   
14

,5
27

.3

   
14

,7
86

.0

   
14

,9
90

.2

   
15

,0
45

.7

   
15

,2
43

.7

   
15

,2
43

.7

   
15

,8
83

.2

   
15

,8
83

.2

P
R

E
S

E
N

T 
W

O
R

TH
 P

R
O

FI
LE

D
IS

C
 R

A
TE

%

   
   

5.
00

0

   
  1

0.
00

0

   
  1

5.
00

0

   
  2

0.
00

0

   
  2

5.
00

0

   
  3

0.
00

0

   
  3

5.
00

0

   
  4

0.
00

0

   
  4

5.
00

0

   
  5

0.
00

0

C
U

M
 P

W

U
S

M
$    
20

,5
47

.7

   
15

,8
83

.2

   
12

,9
80

.5

   
10

,9
73

.6

   
 9

,5
00

.3

   
 8

,3
74

.6

   
 7

,4
89

.1

   
 6

,7
76

.3

   
 6

,1
92

.1

   
 5

,7
05

.7

Figure 26

133



A
ll 

es
tim

at
es

 a
nd

 e
xh

ib
its

 h
er

ei
n 

ar
e 

pa
rt 

of
 th

is
 N

S
A

I r
ep

or
t a

nd
 a

re
 s

ub
je

ct
 to

 it
s 

pa
ra

m
et

er
s 

an
d 

co
nd

iti
on

s.

S
O

U
TH

E
R

N
 E

N
E

R
G

Y
 C

O
R

P
. I

N
TE

R
E

S
T

S
U

M
M

A
R

Y
 P

R
O

JE
C

TI
O

N
 O

F 
R

E
S

E
R

V
E

S
 A

N
D

 R
E

V
E

N
U

E

A
S

 O
F 

A
P

R
IL

 1
, 2

02
1

P
R

O
V

E
D

 D
E

V
E

LO
P

E
D

 P
R

O
D

U
C

IN
G

 R
E

S
E

R
V

E
S

S
U

M
M

A
R

Y
 - 

C
E

R
TA

IN
 P

R
O

P
E

R
TI

E
S

M
IN

O
R

 V
A

LU
E

 F
IE

LD
S

B
A

S
E

D
 O

N
 E

S
C

A
LA

TE
D

 P
R

IC
E

 A
N

D
 C

O
S

T 
P

A
R

A
M

E
TE

R
S

 C
A

S
E

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

12
-3

1-
20

21

12
-3

1-
20

22

12
-3

1-
20

23

12
-3

1-
20

24

12
-3

1-
20

25

12
-3

1-
20

26

12
-3

1-
20

27

12
-3

1-
20

28

12
-3

1-
20

29

12
-3

1-
20

30

12
-3

1-
20

31

12
-3

1-
20

32

12
-3

1-
20

33

12
-3

1-
20

34

12
-3

1-
20

35

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L

C
U

M
 P

R
O

D

U
LT

IM
A

TE

G
R

O
S

S
 (1

00
 P

E
R

C
E

N
T)

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

66
9.

9

   
   

71
8.

1

   
   

55
4.

5

   
   

42
8.

5

   
   

33
2.

0

   
   

25
7.

6

   
   

20
0.

2

   
   

15
4.

9

   
   

  9
.4

   
   

  8
.7

   
   

  8
.0

   
   

  6
.8

   
   

  5
.7

   
   

  4
.3

   
   

  3
.1

   
 3

,3
61

.7

   
   

 1
4.

3

   
 3

,3
76

.0

   
16

,0
91

.5

   
19

,4
67

.5

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  5
.6

   
   

  6
.9

   
   

  6
.4

   
   

  5
.8

   
   

  5
.4

   
   

  4
.9

   
   

  4
.5

   
   

  4
.2

   
   

  3
.8

   
   

  3
.5

   
   

  3
.3

   
   

  2
.6

   
   

  2
.3

   
   

  2
.1

   
   

  2
.0

   
   

 6
3.

3

   
   

 1
4.

2

   
   

 7
7.

5

   
   

70
9.

5

   
   

78
7.

0

N
G

L

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

M
M

cf

   
 2

,3
93

.7

   
 2

,7
39

.0

   
 2

,3
53

.3

   
 2

,0
25

.4

   
 1

,7
49

.9

   
 1

,5
32

.1

   
 1

,3
29

.9

   
 1

,1
47

.9

   
   

87
5.

5

   
   

78
5.

7

   
   

71
0.

5

   
   

54
6.

8

   
   

48
4.

7

   
   

44
5.

2

   
   

41
1.

5

   
19

,5
31

.3

   
 3

,2
06

.8

   
22

,7
38

.1

  1
80

,7
68

.7

  2
03

,5
06

.8

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

 1
7.

6

   
   

 1
9.

6

   
   

 1
6.

6

   
   

 1
4.

3

   
   

 1
2.

8

   
   

 1
1.

5

   
   

 1
0.

4

   
   

  8
.5

   
   

  7
.0

   
   

  6
.5

   
   

  6
.0

   
   

  4
.9

   
   

  3
.9

   
   

  3
.5

   
   

  3
.1

   
   

14
6.

2

   
   

 1
4.

3

   
   

16
0.

6

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  5
.2

   
   

  6
.4

   
   

  5
.8

   
   

  5
.4

   
   

  4
.9

   
   

  4
.5

   
   

  4
.2

   
   

  3
.8

   
   

  3
.5

   
   

  3
.3

   
   

  3
.0

   
   

  2
.5

   
   

  2
.2

   
   

  2
.0

   
   

  1
.9

   
   

 5
8.

7

   
   

 1
3.

6

   
   

 7
2.

3

N
G

L

M
bb

l

   
   

  0
.4

   
   

  0
.4

   
   

  0
.3

   
   

  0
.3

   
   

  0
.2

   
   

  0
.2

   
   

  0
.1

   
   

  0
.1

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  2
.0

   
   

  0
.0

   
   

  2
.0

N
A

T 
G

A
S

M
M

cf

   
 1

,2
28

.1

   
 1

,4
95

.6

   
 1

,3
46

.4

   
 1

,2
05

.5

   
 1

,0
80

.1

   
   

97
8.

9

   
   

87
1.

2

   
   

77
3.

1

   
   

69
4.

7

   
   

62
3.

0

   
   

56
2.

9

   
   

45
0.

7

   
   

40
3.

8

   
   

37
0.

7

   
   

34
4.

1

   
12

,4
28

.8

   
 2

,7
45

.4

   
15

,1
74

.2

C
O

M
P

A
N

Y
 N

E
T 

R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

 1
3.

7

   
   

 1
5.

2

   
   

 1
2.

9

   
   

 1
1.

1

   
   

 1
0.

0

   
   

  9
.0

   
   

  8
.1

   
   

  6
.7

   
   

  5
.5

   
   

  5
.1

   
   

  4
.7

   
   

  3
.9

   
   

  3
.1

   
   

  2
.8

   
   

  2
.4

   
   

11
4.

1

   
   

 1
1.

4

   
   

12
5.

5

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  4
.1

   
   

  5
.0

   
   

  4
.6

   
   

  4
.2

   
   

  3
.9

   
   

  3
.6

   
   

  3
.3

   
   

  3
.0

   
   

  2
.8

   
   

  2
.6

   
   

  2
.4

   
   

  1
.9

   
   

  1
.7

   
   

  1
.6

   
   

  1
.5

   
   

 4
6.

0

   
   

 1
0.

7

   
   

 5
6.

7

N
G

L

M
bb

l

   
   

  0
.3

   
   

  0
.3

   
   

  0
.3

   
   

  0
.2

   
   

  0
.2

   
   

  0
.1

   
   

  0
.1

   
   

  0
.1

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  1
.5

   
   

  0
.0

   
   

  1
.5

N
A

T 
G

A
S

M
M

cf

   
   

96
4.

2

   
 1

,1
73

.6

   
 1

,0
56

.6

   
   

94
6.

2

   
   

84
8.

1

   
   

76
8.

9

   
   

68
4.

8

   
   

60
7.

8

   
   

54
5.

7

   
   

48
8.

7

   
   

44
1.

2

   
   

35
4.

2

   
   

31
7.

4

   
   

29
1.

6

   
   

27
0.

7

   
 9

,7
59

.5

   
 2

,1
57

.5

   
11

,9
17

.0

A
V

E
R

A
G

E
 P

R
IC

E
S

L/
M

 O
IL

U
S

$/
bb

l

   
  5

6.
25

   
  5

4.
51

   
  5

3.
10

   
  5

4.
27

   
  5

5.
46

   
  5

6.
65

   
  5

7.
88

   
  5

9.
14

   
  6

0.
54

   
  6

1.
80

   
  6

3.
09

   
  6

4.
45

   
  6

5.
84

   
  6

7.
25

   
  6

8.
68

   
  5

7.
52

   
  7

3.
64

   
  5

8.
98

H
V

Y
 O

IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

C
O

N
D

U
S

$/
bb

l

   
  5

6.
59

   
  5

4.
81

   
  5

3.
37

   
  5

4.
50

   
  5

5.
67

   
  5

6.
84

   
  5

8.
05

   
  5

9.
27

   
  6

0.
52

   
  6

1.
80

   
  6

3.
10

   
  6

4.
42

   
  6

5.
77

   
  6

7.
13

   
  6

8.
53

   
  5

8.
41

   
  7

7.
52

   
  6

2.
02

N
G

L

U
S

$/
bb

l

   
   

5.
98

   
   

5.
80

   
   

5.
66

   
   

5.
77

   
   

5.
89

   
   

6.
00

   
   

6.
13

   
   

6.
25

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

5.
88

   
   

0.
00

   
   

5.
88

N
A

T 
G

A
S

U
S

$/
M

cf

   
  2

.5
83

   
  2

.6
93

   
  2

.7
53

   
  2

.8
23

   
  2

.8
83

   
  2

.9
43

   
  3

.0
03

   
  3

.0
73

   
  3

.1
34

   
  3

.1
94

   
  3

.2
62

   
  3

.3
31

   
  3

.4
01

   
  3

.4
72

   
  3

.5
45

   
  2

.9
51

   
  4

.1
18

   
  3

.1
63

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

 1
2-

31
-2

02
1

 1
2-

31
-2

02
2

 1
2-

31
-2

02
3

 1
2-

31
-2

02
4

 1
2-

31
-2

02
5

 1
2-

31
-2

02
6

 1
2-

31
-2

02
7

 1
2-

31
-2

02
8

 1
2-

31
-2

02
9

 1
2-

31
-2

03
0

 1
2-

31
-2

03
1

 1
2-

31
-2

03
2

 1
2-

31
-2

03
3

 1
2-

31
-2

03
4

 1
2-

31
-2

03
5

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L 
O

F 
 4

7.
0 

Y
R

S

N
U

M
B

E
R

 O
F 

A
C

TI
V

E

C
O

M
P

LE
TI

O
N

S

10
0%

   
   

  1
95

   
   

  1
88

   
   

  1
77

   
   

  1
66

   
   

  1
52

   
   

  1
38

   
   

  1
29

   
   

  1
15

   
   

   
81

   
   

   
72

   
   

   
61

   
   

   
57

   
   

   
49

   
   

   
47

   
   

   
44

C
O

 G
R

S

   
  1

54
.8

1

   
  1

48
.9

4

   
  1

39
.0

3

   
  1

28
.5

4

   
  1

15
.8

6

   
  1

03
.4

1

   
   

94
.7

9

   
   

81
.6

4

   
   

69
.7

9

   
   

61
.8

0

   
   

51
.1

7

   
   

47
.4

2

   
   

40
.6

7

   
   

38
.7

4

   
   

36
.6

8

C
O

M
P

A
N

Y

G
R

O
S

S

E
Q

U
IV

B
O

E
/d

   
   

  8
32

   
   

  7
55

   
   

  6
77

   
   

  6
03

   
   

  5
42

   
   

  4
91

   
   

  4
38

   
   

  3
86

   
   

  3
46

   
   

  3
11

   
   

  2
82

   
   

  2
25

   
   

  2
01

   
   

  1
84

   
   

  1
71

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

V
E

N
U

E

L/
M

 O
IL

U
S

M
$

   
   

98
9.

9

   
 1

,0
67

.9

   
   

88
3.

2

   
   

77
5.

2

   
   

70
9.

4

   
   

65
3.

3

   
   

60
4.

7

   
   

50
3.

7

   
   

42
3.

1

   
   

39
9.

2

   
   

37
6.

7

   
   

31
6.

2

   
   

25
8.

9

   
   

23
3.

9

   
   

21
0.

7

   
 8

,4
06

.1

   
 1

,0
55

.0

   
 9

,4
61

.1

H
V

Y
 O

IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

U
S

M
$

   
   

29
2.

7

   
   

34
8.

2

   
   

31
1.

1

   
   

29
1.

8

   
   

27
4.

3

   
   

25
8.

6

   
   

24
2.

5

   
   

22
8.

0

   
   

21
4.

7

   
   

20
2.

6

   
   

19
1.

5

   
   

15
8.

5

   
   

14
6.

0

   
   

13
6.

5

   
   

12
9.

8

   
 3

,4
26

.7

   
 1

,0
55

.2

   
 4

,4
81

.9

N
G

L

U
S

M
$

   
   

  2
.5

   
   

  2
.5

   
   

  1
.9

   
   

  1
.5

   
   

  1
.2

   
   

  0
.9

   
   

  0
.7

   
   

  0
.6

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

 1
1.

9

   
   

  0
.0

   
   

 1
1.

9

N
A

T 
G

A
S

U
S

M
$

   
 3

,1
72

.6

   
 4

,0
28

.0

   
 3

,7
07

.6

   
 3

,4
03

.4

   
 3

,1
13

.9

   
 2

,8
81

.2

   
 2

,6
16

.7

   
 2

,3
76

.1

   
 2

,1
76

.8

   
 1

,9
90

.0

   
 1

,8
36

.0

   
 1

,5
01

.2

   
 1

,3
73

.4

   
 1

,2
87

.1

   
 1

,2
19

.8

   
36

,6
83

.8

   
11

,3
03

.7

   
47

,9
87

.5

N
E

T 
D

E
D

U
C

TI
O

N
S

/E
X

P
E

N
D

IT
U

R
E

S

C
R

N
/C

G
A

R
O

Y
A

LT
IE

S

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

B
U

R
D

E
N

A
N

D
 N

P
I

U
S

M
$

   
   

96
7.

9

   
 1

,1
81

.8

   
 1

,0
62

.3

   
   

96
7.

3

   
   

88
5.

4

   
   

81
8.

8

   
   

74
6.

0

   
   

66
7.

6

   
   

60
4.

8

   
   

55
9.

1

   
   

52
0.

1

   
   

42
2.

9

   
   

37
9.

4

   
   

35
2.

4

   
   

33
1.

0

   
10

,4
66

.8

   
 2

,8
62

.1

   
13

,3
28

.8

P
R

O
P

 A
N

D

M
IN

 T
A

X
E

S

U
S

M
$

   
   

22
3.

8

   
   

27
2.

1

   
   

24
4.

1

   
   

22
1.

3

   
   

20
1.

8

   
   

18
6.

0

   
   

16
9.

6

   
   

15
1.

6

   
   

13
5.

7

   
   

12
4.

7

   
   

11
5.

6

   
   

 9
5.

2

   
   

 8
5.

7

   
   

 8
0.

0

   
   

 7
5.

3

   
 2

,3
82

.4

   
   

64
4.

9

   
 3

,0
27

.3

C
O

S
TS

C
A

P
IT

A
L

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

A
B

A
N

D

U
S

M
$

   
   

  0
.0

   
   

 7
8.

5

   
   

13
1.

0

   
   

13
9.

4

   
   

15
1.

5

   
   

19
9.

6

   
   

18
6.

3

   
   

14
7.

8

   
   

19
7.

1

   
   

28
7.

6

   
   

27
2.

8

   
   

17
4.

7

   
   

12
5.

9

   
   

18
3.

2

   
   

11
6.

7

   
 2

,3
92

.0

   
   

87
2.

0

   
 3

,2
64

.0

O
P

E
R

E
X

P
E

N
S

E

U
S

M
$

   
 1

,3
48

.5

   
 1

,7
12

.7

   
 1

,6
24

.1

   
 1

,5
21

.4

   
 1

,4
44

.2

   
 1

,3
96

.4

   
 1

,3
15

.0

   
 1

,1
91

.2

   
 1

,0
99

.6

   
 1

,0
43

.6

   
 1

,0
03

.6

   
   

77
7.

2

   
   

69
9.

0

   
   

67
0.

6

   
   

65
4.

7

   
17

,5
01

.9

   
 6

,7
95

.8

   
24

,2
97

.7

FU
TU

R
E

 N
E

T 
R

E
V

E
N

U
E

B
E

FO
R

E
 IN

C
O

M
E

 T
A

X
E

S

U
N

D
IS

C

P
E

R
IO

D

U
S

M
$

   
 1

,9
17

.5

   
 2

,2
01

.5

   
 1

,8
42

.2

   
 1

,6
22

.6

   
 1

,4
16

.0

   
 1

,1
93

.2

   
 1

,0
47

.8

   
   

95
0.

2

   
   

77
7.

4

   
   

57
6.

8

   
   

49
2.

3

   
   

50
5.

8

   
   

48
8.

3

   
   

37
1.

5

   
   

38
2.

5

   
15

,7
85

.4

   
 2

,2
39

.1

   
18

,0
24

.5D
IS

C
 @

 1
0.

00
0%

C
U

M

U
S

M
$

   
 1

,8
51

.9

   
 3

,8
09

.0

   
 5

,2
98

.3

   
 6

,4
90

.6

   
 7

,4
35

.8

   
 8

,1
59

.0

   
 8

,7
36

.7

   
 9

,2
13

.9

   
 9

,5
68

.2

   
 9

,8
06

.8

   
 9

,9
92

.3

   
10

,1
65

.5

   
10

,3
17

.7

   
10

,4
22

.4

   
10

,5
20

.9

   
10

,5
20

.9

   
10

,8
75

.3

   
10

,8
75

.3

P
R

E
S

E
N

T 
W

O
R

TH
 P

R
O

FI
LE

D
IS

C
 R

A
TE

%

   
   

5.
00

0

   
  1

0.
00

0

   
  1

5.
00

0

   
  2

0.
00

0

   
  2

5.
00

0

   
  3

0.
00

0

   
  3

5.
00

0

   
  4

0.
00

0

   
  4

5.
00

0

   
  5

0.
00

0

C
U

M
 P

W

U
S

M
$    
13

,4
97

.8

   
10

,8
75

.3

   
 9

,1
78

.5

   
 7

,9
91

.6

   
 7

,1
13

.6

   
 6

,4
36

.6

   
 5

,8
98

.0

   
 5

,4
58

.7

   
 5

,0
93

.3

   
 4

,7
84

.3

Figure 27

134



A
ll 

es
tim

at
es

 a
nd

 e
xh

ib
its

 h
er

ei
n 

ar
e 

pa
rt 

of
 th

is
 N

S
A

I r
ep

or
t a

nd
 a

re
 s

ub
je

ct
 to

 it
s 

pa
ra

m
et

er
s 

an
d 

co
nd

iti
on

s.

S
O

U
TH

E
R

N
 E

N
E

R
G

Y
 C

O
R

P
. I

N
TE

R
E

S
T

S
U

M
M

A
R

Y
 P

R
O

JE
C

TI
O

N
 O

F 
R

E
S

E
R

V
E

S
 A

N
D

 R
E

V
E

N
U

E

A
S

 O
F 

A
P

R
IL

 1
, 2

02
1

P
R

O
V

E
D

 D
E

V
E

LO
P

E
D

 N
O

N
-P

R
O

D
U

C
IN

G
 R

E
S

E
R

V
E

S

S
U

M
M

A
R

Y
 - 

C
E

R
TA

IN
 P

R
O

P
E

R
TI

E
S

M
IN

O
R

 V
A

LU
E

 F
IE

LD
S

B
A

S
E

D
 O

N
 E

S
C

A
LA

TE
D

 P
R

IC
E

 A
N

D
 C

O
S

T 
P

A
R

A
M

E
TE

R
S

 C
A

S
E

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

12
-3

1-
20

21

12
-3

1-
20

22

12
-3

1-
20

23

12
-3

1-
20

24

12
-3

1-
20

25

12
-3

1-
20

26

12
-3

1-
20

27

12
-3

1-
20

28

12
-3

1-
20

29

12
-3

1-
20

30

12
-3

1-
20

31

12
-3

1-
20

32

12
-3

1-
20

33

12
-3

1-
20

34

12
-3

1-
20

35

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L

C
U

M
 P

R
O

D

U
LT

IM
A

TE

G
R

O
S

S
 (1

00
 P

E
R

C
E

N
T)

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

 2
9.

2

   
   

 2
4.

0

   
   

 2
0.

7

   
   

  5
.9

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

 7
9.

8

   
   

14
6.

1

   
   

22
5.

9

   
   

  0
.0

   
   

22
5.

9

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  0
.8

   
   

  9
.8

   
   

 1
3.

4

   
   

  9
.8

   
   

  7
.8

   
   

  6
.6

   
   

  5
.6

   
   

  4
.8

   
   

  3
.4

   
   

  2
.8

   
   

  2
.4

   
   

  1
.5

   
   

  1
.1

   
   

  0
.9

   
   

  1
.0

   
   

 7
1.

7

   
   

 1
1.

3

   
   

 8
2.

9

   
   

 4
1.

5

   
   

12
4.

4

N
G

L

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

M
M

cf

   
   

15
7.

1

   
 1

,1
93

.9

   
 1

,8
28

.3

   
 1

,4
73

.8

   
 1

,1
22

.7

   
   

94
0.

7

   
   

80
9.

7

   
   

58
6.

3

   
   

38
1.

8

   
   

30
1.

4

   
   

25
5.

8

   
   

18
7.

8

   
   

15
3.

7

   
   

13
1.

7

   
   

24
0.

4

   
 9

,7
65

.2

   
 2

,9
02

.1

   
12

,6
67

.3

   
 7

,8
43

.1

   
20

,5
10

.4

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  4
.4

   
   

  3
.6

   
   

  3
.1

   
   

  0
.9

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

 1
1.

9

   
   

 2
1.

9

   
   

 3
3.

8

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  0
.7

   
   

  9
.1

   
   

 1
2.

5

   
   

  9
.1

   
   

  7
.3

   
   

  6
.1

   
   

  5
.2

   
   

  4
.4

   
   

  3
.2

   
   

  2
.7

   
   

  2
.2

   
   

  1
.4

   
   

  1
.1

   
   

  0
.8

   
   

  0
.9

   
   

 6
6.

8

   
   

 1
0.

4

   
   

 7
7.

2

N
G

L

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

M
M

cf

   
   

 9
9.

3

   
 1

,0
01

.6

   
 1

,5
64

.0

   
 1

,2
66

.8

   
   

96
1.

9

   
   

80
1.

6

   
   

68
6.

8

   
   

49
1.

9

   
   

33
2.

6

   
   

26
6.

5

   
   

22
6.

6

   
   

16
6.

7

   
   

13
6.

6

   
   

11
6.

6

   
   

21
7.

2

   
 8

,3
36

.9

   
 2

,4
33

.3

   
10

,7
70

.2

C
O

M
P

A
N

Y
 N

E
T 

R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  3
.3

   
   

  2
.7

   
   

  2
.3

   
   

  0
.7

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  8
.9

   
   

 1
6.

4

   
   

 2
5.

4

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  0
.5

   
   

  6
.8

   
   

  9
.6

   
   

  7
.0

   
   

  5
.6

   
   

  4
.7

   
   

  4
.0

   
   

  3
.4

   
   

  2
.4

   
   

  2
.0

   
   

  1
.7

   
   

  1
.1

   
   

  0
.8

   
   

  0
.6

   
   

  0
.7

   
   

 5
1.

0

   
   

  7
.9

   
   

 5
8.

9

N
G

L

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

M
M

cf

   
   

 7
6.

0

   
   

76
3.

1

   
 1

,2
00

.5

   
   

96
8.

8

   
   

73
5.

3

   
   

61
2.

2

   
   

52
4.

2

   
   

37
6.

5

   
   

25
4.

3

   
   

20
3.

6

   
   

17
3.

3

   
   

12
7.

9

   
   

10
4.

9

   
   

 8
9.

3

   
   

16
6.

8

   
 6

,3
76

.7

   
 1

,8
78

.1

   
 8

,2
54

.8

A
V

E
R

A
G

E
 P

R
IC

E
S

L/
M

 O
IL

U
S

$/
bb

l

   
  5

5.
85

   
  5

4.
07

   
  5

2.
62

   
  5

3.
74

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
  5

4.
32

   
  8

3.
58

   
  7

3.
28

H
V

Y
 O

IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

C
O

N
D

U
S

$/
bb

l

   
  5

6.
77

   
  5

5.
03

   
  5

3.
57

   
  5

4.
70

   
  5

5.
86

   
  5

7.
03

   
  5

8.
23

   
  5

9.
44

   
  6

0.
69

   
  6

1.
96

   
  6

3.
24

   
  6

4.
53

   
  6

5.
85

   
  6

7.
19

   
  6

8.
13

   
  5

7.
07

   
  9

9.
39

   
  6

2.
71

N
G

L

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

N
A

T 
G

A
S

U
S

$/
M

cf

   
  2

.5
85

   
  2

.7
01

   
  2

.7
61

   
  2

.8
34

   
  2

.8
94

   
  2

.9
55

   
  3

.0
15

   
  3

.0
83

   
  3

.1
45

   
  3

.2
06

   
  3

.2
73

   
  3

.3
39

   
  3

.4
07

   
  3

.4
77

   
  3

.5
40

   
  2

.9
33

   
  5

.0
54

   
  3

.4
15

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

 1
2-

31
-2

02
1

 1
2-

31
-2

02
2

 1
2-

31
-2

02
3

 1
2-

31
-2

02
4

 1
2-

31
-2

02
5

 1
2-

31
-2

02
6

 1
2-

31
-2

02
7

 1
2-

31
-2

02
8

 1
2-

31
-2

02
9

 1
2-

31
-2

03
0

 1
2-

31
-2

03
1

 1
2-

31
-2

03
2

 1
2-

31
-2

03
3

 1
2-

31
-2

03
4

 1
2-

31
-2

03
5

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L 
O

F 
 5

0.
0 

Y
R

S

N
U

M
B

E
R

 O
F 

A
C

TI
V

E

C
O

M
P

LE
TI

O
N

S

10
0%

   
   

   
 5

   
   

   
12

   
   

   
24

   
   

   
24

   
   

   
22

   
   

   
22

   
   

   
22

   
   

   
22

   
   

   
20

   
   

   
18

   
   

   
17

   
   

   
16

   
   

   
15

   
   

   
15

   
   

   
15

C
O

 G
R

S

   
   

 2
.1

7

   
   

 9
.6

9

   
   

21
.0

0

   
   

21
.0

0

   
   

20
.7

0

   
   

20
.6

2

   
   

20
.5

6

   
   

20
.5

5

   
   

18
.6

4

   
   

17
.0

3

   
   

16
.1

7

   
   

15
.2

4

   
   

14
.3

0

   
   

14
.3

0

   
   

14
.2

3

C
O

M
P

A
N

Y

G
R

O
S

S

E
Q

U
IV

B
O

E
/d

   
   

   
79

   
   

  4
92

   
   

  7
57

   
   

  6
04

   
   

  4
59

   
   

  3
83

   
   

  3
28

   
   

  2
36

   
   

  1
61

   
   

  1
29

   
   

  1
10

   
   

   
80

   
   

   
65

   
   

   
56

   
   

  1
02

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

V
E

N
U

E

L/
M

 O
IL

U
S

M
$

   
   

24
3.

1

   
   

19
3.

1

   
   

16
3.

2

   
   

 4
7.

9

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

64
7.

4

   
 1

,8
31

.8

   
 2

,4
79

.1

H
V

Y
 O

IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

U
S

M
$

   
   

 3
9.

7

   
   

49
8.

2

   
   

66
9.

9

   
   

50
0.

2

   
   

40
8.

9

   
   

34
9.

6

   
   

30
4.

5

   
   

26
2.

5

   
   

19
1.

9

   
   

16
4.

3

   
   

14
0.

1

   
   

 9
1.

6

   
   

 6
9.

4

   
   

 5
5.

5

   
   

 6
4.

4

   
 3

,8
10

.7

   
 1

,0
34

.3

   
 4

,8
45

.0

N
G

L

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

U
S

M
$

   
   

25
6.

6

   
 2

,7
05

.2

   
 4

,3
17

.8

   
 3

,5
89

.8

   
 2

,7
84

.4

   
 2

,3
68

.7

   
 2

,0
70

.8

   
 1

,5
16

.3

   
 1

,0
46

.1

   
   

85
4.

5

   
   

74
1.

9

   
   

55
6.

7

   
   

46
5.

2

   
   

40
5.

5

   
   

76
9.

0

   
24

,4
48

.6

   
12

,2
78

.8

   
36

,7
27

.4

N
E

T 
D

E
D

U
C

TI
O

N
S

/E
X

P
E

N
D

IT
U

R
E

S

C
R

N
/C

G
A

R
O

Y
A

LT
IE

S

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

B
U

R
D

E
N

A
N

D
 N

P
I

U
S

M
$

   
   

13
0.

4

   
   

81
4.

1

   
 1

,2
00

.8

   
   

97
3.

0

   
   

75
1.

6

   
   

64
1.

5

   
   

56
1.

8

   
   

41
7.

5

   
   

29
1.

9

   
   

24
0.

5

   
   

20
8.

0

   
   

15
1.

0

   
   

12
3.

8

   
   

10
8.

1

   
   

19
3.

6

   
 6

,8
07

.7

   
 3

,4
98

.6

   
10

,3
06

.3

P
R

O
P

 A
N

D

M
IN

 T
A

X
E

S

U
S

M
$

   
   

 2
5.

1

   
   

15
9.

2

   
   

24
3.

5

   
   

19
5.

1

   
   

15
0.

4

   
   

12
7.

9

   
   

11
1.

6

   
   

 8
3.

7

   
   

 5
8.

1

   
   

 4
7.

8

   
   

 4
1.

4

   
   

 3
0.

5

   
   

 2
5.

2

   
   

 2
1.

6

   
   

 3
9.

3

   
 1

,3
60

.5

   
   

70
9.

2

   
 2

,0
69

.7

C
O

S
TS

C
A

P
IT

A
L

U
S

M
$

   
   

 4
5.

9

   
 2

,6
24

.1

   
 2

,3
09

.1

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

31
8.

2

   
   

  0
.0

   
 5

,2
97

.2

   
 2

,8
42

.4

   
 8

,1
39

.6

A
B

A
N

D

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  3
.3

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

 4
5.

6

   
   

 2
4.

8

   
   

  6
.4

   
   

 2
3.

4

   
   

 2
4.

1

   
   

  0
.0

   
   

12
7.

6

   
   

39
7.

6

   
   

52
5.

2

O
P

E
R

E
X

P
E

N
S

E

U
S

M
$

   
   

14
7.

1

   
   

63
3.

3

   
   

93
5.

2

   
   

87
9.

6

   
   

77
6.

4

   
   

73
1.

8

   
   

70
1.

9

   
   

58
8.

8

   
   

32
2.

6

   
   

27
5.

1

   
   

25
6.

6

   
   

21
2.

0

   
   

19
5.

9

   
   

17
6.

4

   
   

21
6.

7

   
 7

,0
49

.4

   
 4

,0
86

.6

   
11

,1
36

.1

FU
TU

R
E

 N
E

T 
R

E
V

E
N

U
E

B
E

FO
R

E
 IN

C
O

M
E

 T
A

X
E

S

U
N

D
IS

C

P
E

R
IO

D

U
S

M
$

   
   

19
1.

0

-8
34

.2

46
2.

3

2,
09

0.
3

1,
51

4.
9

1,
21

3.
8

1,
00

0.
0

68
8.

8

56
5.

4

40
9.

8

35
1.

2

24
8.

3

16
6.

3

-1
87

.5

38
3.

9

   
 8

,2
64

.3

   
 3

,6
10

.4

   
11

,8
74

.7D
IS

C
 @

 1
0.

00
0%

C
U

M

U
S

M
$

   
   

18
1.

4

-5
64

.3

-2
13

.4

1,
32

6.
0

2,
33

8.
8

3,
07

6.
4

3,
62

8.
6

3,
97

4.
6

4,
23

2.
7

4,
40

2.
7

4,
53

5.
1

4,
62

0.
5

4,
67

2.
5

4,
62

3.
3

4,
72

2.
8

   
 4

,7
22

.8

   
 5

,0
07

.9

   
 5

,0
07

.9

P
R

E
S

E
N

T 
W

O
R

TH
 P

R
O

FI
LE

D
IS

C
 R

A
TE

%

   
   

5.
00

0

   
  1

0.
00

0

   
  1

5.
00

0

   
  2

0.
00

0

   
  2

5.
00

0

   
  3

0.
00

0

   
  3

5.
00

0

   
  4

0.
00

0

   
  4

5.
00

0

   
  5

0.
00

0

C
U

M
 P

W

U
S

M
$    

 7
,0

49
.9

   
 5

,0
07

.9

   
 3

,8
02

.0

   
 2

,9
81

.9

   
 2

,3
86

.7

   
 1

,9
38

.0

   
 1

,5
91

.1

   
 1

,3
17

.6

   
 1

,0
98

.8

   
   

92
1.

4

Figure 28

135



A
ll 

es
tim

at
es

 a
nd

 e
xh

ib
its

 h
er

ei
n 

ar
e 

pa
rt 

of
 th

is
 N

S
A

I r
ep

or
t a

nd
 a

re
 s

ub
je

ct
 to

 it
s 

pa
ra

m
et

er
s 

an
d 

co
nd

iti
on

s.

S
O

U
TH

E
R

N
 E

N
E

R
G

Y
 C

O
R

P
. I

N
TE

R
E

S
T

S
U

M
M

A
R

Y
 P

R
O

JE
C

TI
O

N
 O

F 
R

E
S

E
R

V
E

S
 A

N
D

 R
E

V
E

N
U

E

A
S

 O
F 

A
P

R
IL

 1
, 2

02
1

P
R

O
V

E
D

 U
N

D
E

V
E

LO
P

E
D

 R
E

S
E

R
V

E
S

S
U

M
M

A
R

Y
 - 

C
E

R
TA

IN
 P

R
O

P
E

R
TI

E
S

M
IN

O
R

 V
A

LU
E

 F
IE

LD
S

B
A

S
E

D
 O

N
 E

S
C

A
LA

TE
D

 P
R

IC
E

 A
N

D
 C

O
S

T 
P

A
R

A
M

E
TE

R
S

 C
A

S
E

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

G
R

O
S

S
 (1

00
 P

E
R

C
E

N
T)

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

H
V

Y
 O

IL

M
bb

l

C
O

N
D

M
bb

l

N
G

L

M
bb

l

N
A

T 
G

A
S

M
M

cf

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

H
V

Y
 O

IL

M
bb

l

C
O

N
D

M
bb

l

N
G

L

M
bb

l

N
A

T 
G

A
S

M
M

cf

C
O

M
P

A
N

Y
 N

E
T 

R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

H
V

Y
 O

IL

M
bb

l

C
O

N
D

M
bb

l

N
G

L

M
bb

l

N
A

T 
G

A
S

M
M

cf

A
V

E
R

A
G

E
 P

R
IC

E
S

L/
M

 O
IL

U
S

$/
bb

l

H
V

Y
 O

IL

U
S

$/
bb

l

C
O

N
D

U
S

$/
bb

l

N
G

L

U
S

$/
bb

l

N
A

T 
G

A
S

U
S

$/
M

cf

N
 O

   
E

 C
 O

 N
 O

 M
 I 

C
   

R
 E

 S
 E

 R
 V

 E
 S

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

N
U

M
B

E
R

 O
F 

A
C

TI
V

E

C
O

M
P

LE
TI

O
N

S

10
0%

C
O

 G
R

S

C
O

M
P

A
N

Y

G
R

O
S

S

E
Q

U
IV

B
O

E
/d

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

V
E

N
U

E

L/
M

 O
IL

U
S

M
$

H
V

Y
 O

IL

U
S

M
$

C
O

N
D

U
S

M
$

N
G

L

U
S

M
$

N
A

T 
G

A
S

U
S

M
$

N
E

T 
D

E
D

U
C

TI
O

N
S

/E
X

P
E

N
D

IT
U

R
E

S

C
R

N
/C

G
A

R
O

Y
A

LT
IE

S

U
S

M
$

B
U

R
D

E
N

A
N

D
 N

P
I

U
S

M
$

P
R

O
P

 A
N

D

M
IN

 T
A

X
E

S

U
S

M
$

C
O

S
TS

C
A

P
IT

A
L

U
S

M
$

A
B

A
N

D

U
S

M
$

O
P

E
R

E
X

P
E

N
S

E

U
S

M
$

FU
TU

R
E

 N
E

T 
R

E
V

E
N

U
E

B
E

FO
R

E
 IN

C
O

M
E

 T
A

X
E

S

U
N

D
IS

C

P
E

R
IO

D

U
S

M
$

D
IS

C
 @

 1
0.

00
0%

C
U

M

U
S

M
$

P
R

E
S

E
N

T 
W

O
R

TH
 P

R
O

FI
LE

D
IS

C
 R

A
TE

%

C
U

M
 P

W

U
S

M
$

Figure 29

136



A
ll 

es
tim

at
es

 a
nd

 e
xh

ib
its

 h
er

ei
n 

ar
e 

pa
rt 

of
 th

is
 N

S
A

I r
ep

or
t a

nd
 a

re
 s

ub
je

ct
 to

 it
s 

pa
ra

m
et

er
s 

an
d 

co
nd

iti
on

s.

S
O

U
TH

E
R

N
 E

N
E

R
G

Y
 C

O
R

P
. I

N
TE

R
E

S
T

S
U

M
M

A
R

Y
 P

R
O

JE
C

TI
O

N
 O

F 
R

E
S

E
R

V
E

S
 A

N
D

 R
E

V
E

N
U

E

A
S

 O
F 

A
P

R
IL

 1
, 2

02
1

P
R

O
B

A
B

LE
 R

E
S

E
R

V
E

S

S
U

M
M

A
R

Y
 - 

C
E

R
TA

IN
 P

R
O

P
E

R
TI

E
S

M
IN

O
R

 V
A

LU
E

 F
IE

LD
S

B
A

S
E

D
 O

N
 E

S
C

A
LA

TE
D

 P
R

IC
E

 A
N

D
 C

O
S

T 
P

A
R

A
M

E
TE

R
S

 C
A

S
E

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

12
-3

1-
20

21

12
-3

1-
20

22

12
-3

1-
20

23

12
-3

1-
20

24

12
-3

1-
20

25

12
-3

1-
20

26

12
-3

1-
20

27

12
-3

1-
20

28

12
-3

1-
20

29

12
-3

1-
20

30

12
-3

1-
20

31

12
-3

1-
20

32

12
-3

1-
20

33

12
-3

1-
20

34

12
-3

1-
20

35

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L

C
U

M
 P

R
O

D

U
LT

IM
A

TE

G
R

O
S

S
 (1

00
 P

E
R

C
E

N
T)

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

 6
9.

7

   
   

22
8.

7

   
   

24
6.

5

   
   

24
9.

4

   
   

24
2.

4

   
   

22
9.

3

   
   

21
2.

7

   
   

19
4.

3

   
   

28
6.

7

   
   

24
2.

6

   
   

20
5.

3

   
   

17
3.

7

   
   

14
7.

0

   
   

 4
4.

5

   
   

  1
.0

   
 2

,7
73

.9

   
   

 2
1.

2

   
 2

,7
95

.1

   
   

  0
.0

   
 2

,7
95

.1

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  0
.3

   
   

  0
.5

   
   

  0
.6

   
   

  0
.6

   
   

  0
.6

   
   

  0
.7

   
   

  0
.7

   
   

  0
.8

   
   

  1
.3

   
   

  0
.6

   
   

  0
.6

   
   

  1
.3

   
   

  1
.5

   
   

  1
.4

   
   

  1
.2

   
   

 1
2.

6

   
   

  6
.1

   
   

 1
8.

8

   
   

  0
.0

   
   

 1
8.

8

N
G

L

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

M
M

cf

   
   

18
4.

7

   
   

32
8.

8

   
   

41
1.

2

   
   

38
2.

3

   
   

37
2.

2

   
   

35
7.

8

   
   

33
9.

3

   
   

38
1.

6

   
   

53
5.

4

   
   

38
2.

1

   
   

32
8.

1

   
   

40
5.

2

   
   

38
5.

3

   
   

25
0.

4

   
   

17
5.

5

   
 5

,2
20

.0

   
   

68
8.

7

   
 5

,9
08

.7

   
   

  0
.0

   
 5

,9
08

.7

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.6

   
   

  1
.6

   
   

  1
.8

   
   

  1
.9

   
   

  1
.9

   
   

  1
.9

   
   

  1
.9

   
   

  1
.9

   
   

  2
.5

   
   

  2
.3

   
   

  2
.1

   
   

  2
.0

   
   

  1
.8

   
   

  1
.2

   
   

  1
.0

   
   

 2
6.

6

   
   

 2
1.

2

   
   

 4
7.

8

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  0
.3

   
   

  0
.5

   
   

  0
.6

   
   

  0
.6

   
   

  0
.6

   
   

  0
.6

   
   

  0
.6

   
   

  0
.7

   
   

  1
.2

   
   

  0
.6

   
   

  0
.5

   
   

  1
.2

   
   

  1
.3

   
   

  1
.2

   
   

  1
.0

   
   

 1
1.

5

   
   

  5
.8

   
   

 1
7.

3

N
G

L

M
bb

l

   
   

  0
.1

   
   

  0
.1

   
   

  0
.2

   
   

  0
.2

   
   

  0
.2

   
   

  0
.1

   
   

  0
.1

   
   

  0
.1

   
   

  0
.2

   
   

  0
.2

   
   

  0
.1

   
   

  0
.1

   
   

  0
.1

   
   

  0
.0

   
   

  0
.0

   
   

  1
.8

   
   

  0
.0

   
   

  1
.8

N
A

T 
G

A
S

M
M

cf

   
   

 1
5.

7

   
   

 4
6.

1

   
   

10
1.

4

   
   

 6
9.

9

   
   

 6
7.

0

   
   

 6
7.

1

   
   

 6
7.

4

   
   

12
2.

0

   
   

14
9.

4

   
   

 7
1.

8

   
   

 6
4.

1

   
   

14
1.

7

   
   

15
1.

8

   
   

14
4.

1

   
   

12
5.

9

   
 1

,4
05

.4

   
   

60
3.

4

   
 2

,0
08

.8

C
O

M
P

A
N

Y
 N

E
T 

R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

  0
.5

   
   

  1
.3

   
   

  1
.4

   
   

  1
.4

   
   

  1
.5

   
   

  1
.5

   
   

  1
.5

   
   

  1
.5

   
   

  2
.0

   
   

  1
.8

   
   

  1
.7

   
   

  1
.5

   
   

  1
.4

   
   

  1
.0

   
   

  0
.8

   
   

 2
0.

7

   
   

 1
6.

8

   
   

 3
7.

5

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  0
.2

   
   

  0
.4

   
   

  0
.4

   
   

  0
.4

   
   

  0
.5

   
   

  0
.5

   
   

  0
.5

   
   

  0
.6

   
   

  0
.9

   
   

  0
.4

   
   

  0
.4

   
   

  0
.9

   
   

  1
.0

   
   

  1
.0

   
   

  0
.8

   
   

  8
.8

   
   

  4
.4

   
   

 1
3.

3

N
G

L

M
bb

l

   
   

  0
.1

   
   

  0
.1

   
   

  0
.1

   
   

  0
.1

   
   

  0
.1

   
   

  0
.1

   
   

  0
.1

   
   

  0
.1

   
   

  0
.1

   
   

  0
.1

   
   

  0
.1

   
   

  0
.1

   
   

  0
.1

   
   

  0
.0

   
   

  0
.0

   
   

  1
.4

   
   

  0
.0

   
   

  1
.4

N
A

T 
G

A
S

M
M

cf

   
   

 1
2.

2

   
   

 3
5.

5

   
   

 7
7.

9

   
   

 5
3.

8

   
   

 5
1.

7

   
   

 5
1.

8

   
   

 5
2.

1

   
   

 9
3.

2

   
   

11
5.

3

   
   

 5
5.

6

   
   

 4
9.

6

   
   

10
8.

5

   
   

11
6.

1

   
   

11
0.

4

   
   

 9
6.

3

   
 1

,0
79

.9

   
   

45
8.

5

   
 1

,5
38

.5

A
V

E
R

A
G

E
 P

R
IC

E
S

L/
M

 O
IL

U
S

$/
bb

l

   
  5

5.
61

   
  5

3.
56

   
  5

2.
11

   
  5

3.
28

   
  5

4.
52

   
  5

5.
78

   
  5

7.
08

   
  5

8.
37

   
  5

9.
47

   
  6

0.
84

   
  6

2.
22

   
  6

3.
63

   
  6

5.
06

   
  6

6.
91

   
  6

8.
68

   
  5

8.
97

   
  8

1.
37

   
  6

9.
02

H
V

Y
 O

IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

C
O

N
D

U
S

$/
bb

l

   
  5

6.
30

   
  5

4.
55

   
  5

3.
02

   
  5

4.
26

   
  5

5.
48

   
  5

6.
68

   
  5

7.
91

   
  5

9.
15

   
  6

0.
41

   
  6

1.
61

   
  6

2.
90

   
  6

4.
37

   
  6

5.
75

   
  6

7.
13

   
  6

8.
50

   
  6

1.
33

   
  8

3.
77

   
  6

8.
80

N
G

L

U
S

$/
bb

l

   
   

5.
98

   
   

5.
80

   
   

5.
66

   
   

5.
77

   
   

5.
89

   
   

6.
00

   
   

6.
13

   
   

6.
25

   
   

6.
37

   
   

6.
50

   
   

6.
63

   
   

6.
76

   
   

6.
90

   
   

7.
04

   
   

0.
00

   
   

6.
19

   
   

0.
00

   
   

6.
19

N
A

T 
G

A
S

U
S

$/
M

cf

   
  2

.5
81

   
  2

.6
88

   
  2

.7
45

   
  2

.8
18

   
  2

.8
80

   
  2

.9
42

   
  3

.0
02

   
  3

.0
81

   
  3

.1
31

   
  3

.1
93

   
  3

.2
60

   
  3

.3
32

   
  3

.4
03

   
  3

.4
75

   
  3

.5
47

   
  3

.1
66

   
  4

.4
24

   
  3

.5
41

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

 1
2-

31
-2

02
1

 1
2-

31
-2

02
2

 1
2-

31
-2

02
3

 1
2-

31
-2

02
4

 1
2-

31
-2

02
5

 1
2-

31
-2

02
6

 1
2-

31
-2

02
7

 1
2-

31
-2

02
8

 1
2-

31
-2

02
9

 1
2-

31
-2

03
0

 1
2-

31
-2

03
1

 1
2-

31
-2

03
2

 1
2-

31
-2

03
3

 1
2-

31
-2

03
4

 1
2-

31
-2

03
5

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L 
O

F 
 4

7.
8 

Y
R

S

N
U

M
B

E
R

 O
F 

A
C

TI
V

E

C
O

M
P

LE
TI

O
N

S

10
0%

   
   

   
 0

   
   

   
 1

   
   

   
 1

   
   

   
 1

   
   

   
 1

   
   

   
 1

   
   

   
 1

   
   

   
 1

   
   

   
25

   
   

   
26

   
   

   
25

   
   

   
25

   
   

   
27

   
   

   
25

   
   

   
 4

C
O

 G
R

S

   
   

 0
.0

0

   
   

 0
.9

9

   
   

 0
.9

9

   
   

 0
.9

9

   
   

 0
.9

9

   
   

 0
.9

9

   
   

 0
.9

9

   
   

 0
.9

9

   
   

 3
.0

3

   
   

 4
.0

3

   
   

 3
.0

7

   
   

 2
.9

7

   
   

 4
.8

0

   
   

 2
.8

5

   
   

 3
.7

1

C
O

M
P

A
N

Y

G
R

O
S

S

E
Q

U
IV

B
O

E
/d

   
   

   
13

   
   

   
27

   
   

   
53

   
   

   
39

   
   

   
38

   
   

   
38

   
   

   
38

   
   

   
63

   
   

   
79

   
   

   
41

   
   

   
37

   
   

   
73

   
   

   
78

   
   

   
73

   
   

   
63

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

V
E

N
U

E

L/
M

 O
IL

U
S

M
$

   
   

 3
3.

6

   
   

 8
7.

8

   
   

 9
2.

3

   
   

 9
8.

8

   
   

10
4.

4

   
   

10
8.

6

   
   

11
0.

8

   
   

11
1.

5

   
   

15
0.

3

   
   

14
0.

9

   
   

13
2.

7

   
   

12
5.

7

   
   

11
9.

5

   
   

 8
2.

9

   
   

 6
7.

8

   
 1

,5
67

.6

   
 1

,7
25

.7

   
 3

,2
93

.2

H
V

Y
 O

IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

U
S

M
$

   
   

 1
6.

4

   
   

 2
6.

7

   
   

 3
0.

0

   
   

 3
0.

3

   
   

 3
2.

9

   
   

 3
5.

0

   
   

 3
6.

4

   
   

 4
3.

4

   
   

 7
3.

5

   
   

 3
5.

7

   
   

 3
2.

3

   
   

 7
4.

4

   
   

 8
4.

2

   
   

 8
3.

7

   
   

 7
1.

4

   
   

70
6.

4

   
   

48
7.

8

   
 1

,1
94

.2

N
G

L

U
S

M
$

   
   

  0
.5

   
   

  0
.8

   
   

  0
.9

   
   

  0
.9

   
   

  0
.9

   
   

  0
.9

   
   

  0
.8

   
   

  0
.8

   
   

  1
.1

   
   

  1
.0

   
   

  0
.8

   
   

  0
.7

   
   

  0
.6

   
   

  0
.2

   
   

  0
.0

   
   

 1
1.

0

   
   

  0
.0

   
   

 1
1.

0

N
A

T 
G

A
S

U
S

M
$

   
   

 4
0.

5

   
   

12
3.

9

   
   

27
8.

4

   
   

19
7.

1

   
   

19
3.

1

   
   

19
7.

4

   
   

20
2.

4

   
   

37
5.

7

   
   

46
7.

7

   
   

22
9.

3

   
   

20
8.

9

   
   

47
2.

0

   
   

51
6.

7

   
   

50
0.

7

   
   

44
6.

6

   
 4

,4
50

.4

   
 2

,6
69

.1

   
 7

,1
19

.5

N
E

T 
D

E
D

U
C

TI
O

N
S

/E
X

P
E

N
D

IT
U

R
E

S

C
R

N
/C

G
A

R
O

Y
A

LT
IE

S

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

B
U

R
D

E
N

A
N

D
 N

P
I

U
S

M
$

   
   

 2
0.

5

   
   

 5
4.

8

   
   

 9
2.

9

   
   

 7
5.

1

   
   

 7
5.

6

   
   

 7
7.

7

   
   

 7
9.

5

   
   

12
3.

5

   
   

15
7.

7

   
   

 9
1.

6

   
   

 8
4.

2

   
   

15
6.

0

   
   

16
8.

0

   
   

15
4.

3

   
   

13
6.

0

   
 1

,5
47

.3

   
 1

,1
15

.0

   
 2

,6
62

.3

P
R

O
P

 A
N

D

M
IN

 T
A

X
E

S

U
S

M
$

   
   

  5
.1

   
   

 1
3.

6

   
   

 2
1.

4

   
   

 1
7.

9

   
   

 1
8.

1

   
   

 1
8.

6

   
   

 1
8.

8

   
   

 2
7.

1

   
   

 3
6.

0

   
   

 2
2.

0

   
   

 2
0.

1

   
   

 3
3.

7

   
   

 3
5.

6

   
   

 3
2.

0

   
   

 2
7.

5

   
   

34
7.

5

   
   

22
9.

3

   
   

57
6.

8

C
O

S
TS

C
A

P
IT

A
L

U
S

M
$

   
   

  0
.0

   
   

25
2.

5

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

25
2.

5

   
   

  0
.0

   
   

25
2.

5

A
B

A
N

D

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

-3
2.

8

-7
.3

23
.8 0.
0

-4
4.

5

15
.4

-4
5.

4

80
.9

35
.5

O
P

E
R

E
X

P
E

N
S

E

U
S

M
$

   
   

  4
.3

   
   

 1
3.

1

   
   

 3
3.

5

   
   

 2
5.

6

   
   

 2
5.

8

   
   

 2
6.

9

   
   

 2
7.

8

   
   

 8
8.

9

   
   

28
1.

8

   
   

 9
1.

5

   
   

 7
4.

6

   
   

25
0.

4

   
   

28
7.

2

   
   

27
7.

5

   
   

25
4.

9

   
 1

,7
63

.7

   
 2

,0
96

.2

   
 3

,8
59

.9

FU
TU

R
E

 N
E

T 
R

E
V

E
N

U
E

B
E

FO
R

E
 IN

C
O

M
E

 T
A

X
E

S

U
N

D
IS

C

P
E

R
IO

D

U
S

M
$

   
   

 6
1.

2

-9
4.

7

25
3.

8

20
8.

4

21
1.

6

21
8.

8

22
4.

4

29
1.

9

21
7.

3

23
4.

7

20
3.

1

20
8.

9

23
0.

2

24
8.

2

15
2.

0

   
 2

,8
69

.8

   
 1

,3
61

.2

   
 4

,2
31

.0D
IS

C
 @

 1
0.

00
0%

C
U

M

U
S

M
$

   
   

 5
8.

7

-1
8.

7

18
7.

2

34
0.

2

48
1.

4

61
4.

0

73
7.

8

88
4.

9

98
4.

0

1,
08

1.
2

1,
15

7.
8

1,
22

8.
7

1,
30

0.
5

1,
37

1.
0

1,
41

0.
1

   
 1

,4
10

.1

   
 1

,6
09

.6

   
 1

,6
09

.6

P
R

E
S

E
N

T 
W

O
R

TH
 P

R
O

FI
LE

D
IS

C
 R

A
TE

%

   
   

5.
00

0

   
  1

0.
00

0

   
  1

5.
00

0

   
  2

0.
00

0

   
  2

5.
00

0

   
  3

0.
00

0

   
  3

5.
00

0

   
  4

0.
00

0

   
  4

5.
00

0

   
  5

0.
00

0

C
U

M
 P

W

U
S

M
$    

 2
,4

63
.5

   
 1

,6
09

.6

   
 1

,1
41

.1

   
   

85
7.

8

   
   

67
3.

4

   
   

54
6.

5

   
   

45
5.

2

   
   

38
7.

3

   
   

33
5.

4

   
   

29
4.

6

Figure 30

137



A
ll 

es
tim

at
es

 a
nd

 e
xh

ib
its

 h
er

ei
n 

ar
e 

pa
rt 

of
 th

is
 N

S
A

I r
ep

or
t a

nd
 a

re
 s

ub
je

ct
 to

 it
s 

pa
ra

m
et

er
s 

an
d 

co
nd

iti
on

s.

S
O

U
TH

E
R

N
 E

N
E

R
G

Y
 C

O
R

P
. I

N
TE

R
E

S
T

S
U

M
M

A
R

Y
 P

R
O

JE
C

TI
O

N
 O

F 
R

E
S

E
R

V
E

S
 A

N
D

 R
E

V
E

N
U

E

A
S

 O
F 

A
P

R
IL

 1
, 2

02
1

P
R

O
V

E
D

 +
 P

R
O

B
A

B
LE

 R
E

S
E

R
V

E
S

S
U

M
M

A
R

Y
 - 

C
E

R
TA

IN
 P

R
O

P
E

R
TI

E
S

M
IN

O
R

 V
A

LU
E

 F
IE

LD
S

B
A

S
E

D
 O

N
 E

S
C

A
LA

TE
D

 P
R

IC
E

 A
N

D
 C

O
S

T 
P

A
R

A
M

E
TE

R
S

 C
A

S
E

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

12
-3

1-
20

21

12
-3

1-
20

22

12
-3

1-
20

23

12
-3

1-
20

24

12
-3

1-
20

25

12
-3

1-
20

26

12
-3

1-
20

27

12
-3

1-
20

28

12
-3

1-
20

29

12
-3

1-
20

30

12
-3

1-
20

31

12
-3

1-
20

32

12
-3

1-
20

33

12
-3

1-
20

34

12
-3

1-
20

35

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L

C
U

M
 P

R
O

D

U
LT

IM
A

TE

G
R

O
S

S
 (1

00
 P

E
R

C
E

N
T)

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

76
8.

8

   
   

97
0.

8

   
   

82
1.

7

   
   

68
3.

9

   
   

57
4.

4

   
   

48
6.

9

   
   

41
2.

9

   
   

34
9.

2

   
   

29
6.

2

   
   

25
1.

3

   
   

21
3.

3

   
   

18
0.

5

   
   

15
2.

7

   
   

 4
8.

8

   
   

  4
.1

   
 6

,2
15

.4

   
   

18
1.

6

   
 6

,3
97

.1

   
16

,0
91

.5

   
22

,4
88

.6

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  6
.7

   
   

 1
7.

2

   
   

 2
0.

3

   
   

 1
6.

2

   
   

 1
3.

8

   
   

 1
2.

2

   
   

 1
0.

8

   
   

  9
.7

   
   

  8
.5

   
   

  7
.0

   
   

  6
.2

   
   

  5
.4

   
   

  4
.9

   
   

  4
.4

   
   

  4
.2

   
   

14
7.

6

   
   

 3
1.

5

   
   

17
9.

2

   
   

75
1.

0

   
   

93
0.

2

N
G

L

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

N
A

T 
G

A
S

M
M

cf

   
 2

,7
35

.5

   
 4

,2
61

.7

   
 4

,5
92

.8

   
 3

,8
81

.6

   
 3

,2
44

.9

   
 2

,8
30

.6

   
 2

,4
79

.0

   
 2

,1
15

.9

   
 1

,7
92

.7

   
 1

,4
69

.2

   
 1

,2
94

.4

   
 1

,1
39

.9

   
 1

,0
23

.7

   
   

82
7.

3

   
   

82
7.

4

   
34

,5
16

.5

   
 6

,7
97

.6

   
41

,3
14

.1

  1
88

,6
11

.8

  2
29

,9
25

.9

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

 2
2.

6

   
   

 2
4.

8

   
   

 2
1.

5

   
   

 1
7.

0

   
   

 1
4.

7

   
   

 1
3.

5

   
   

 1
2.

4

   
   

 1
0.

4

   
   

  9
.5

   
   

  8
.8

   
   

  8
.1

   
   

  6
.9

   
   

  5
.8

   
   

  4
.7

   
   

  4
.1

   
   

18
4.

7

   
   

 5
7.

5

   
   

24
2.

2

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  6
.2

   
   

 1
5.

9

   
   

 1
8.

9

   
   

 1
5.

1

   
   

 1
2.

8

   
   

 1
1.

3

   
   

 1
0.

0

   
   

  9
.0

   
   

  7
.9

   
   

  6
.5

   
   

  5
.8

   
   

  5
.0

   
   

  4
.6

   
   

  4
.1

   
   

  3
.9

   
   

13
7.

0

   
   

 2
9.

8

   
   

16
6.

8

N
G

L

M
bb

l

   
   

  0
.5

   
   

  0
.6

   
   

  0
.5

   
   

  0
.4

   
   

  0
.4

   
   

  0
.3

   
   

  0
.3

   
   

  0
.2

   
   

  0
.2

   
   

  0
.2

   
   

  0
.1

   
   

  0
.1

   
   

  0
.1

   
   

  0
.0

   
   

  0
.0

   
   

  3
.8

   
   

  0
.0

   
   

  3
.8

N
A

T 
G

A
S

M
M

cf

   
 1

,3
43

.1

   
 2

,5
43

.3

   
 3

,0
11

.9

   
 2

,5
42

.2

   
 2

,1
09

.0

   
 1

,8
47

.7

   
 1

,6
25

.5

   
 1

,3
87

.0

   
 1

,1
76

.7

   
   

96
1.

4

   
   

85
3.

6

   
   

75
9.

1

   
   

69
2.

1

   
   

63
1.

4

   
   

68
7.

2

   
22

,1
71

.0

   
 5

,7
82

.1

   
27

,9
53

.2

C
O

M
P

A
N

Y
 N

E
T 

R
E

S
E

R
V

E
S

L/
M

 O
IL

M
bb

l

   
   

 1
7.

4

   
   

 1
9.

2

   
   

 1
6.

6

   
   

 1
3.

2

   
   

 1
1.

4

   
   

 1
0.

5

   
   

  9
.7

   
   

  8
.1

   
   

  7
.4

   
   

  6
.9

   
   

  6
.3

   
   

  5
.4

   
   

  4
.5

   
   

  3
.7

   
   

  3
.2

   
   

14
3.

7

   
   

 4
4.

6

   
   

18
8.

3

H
V

Y
 O

IL

M
bb

l

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

M
bb

l

   
   

  4
.8

   
   

 1
2.

2

   
   

 1
4.

6

   
   

 1
1.

6

   
   

  9
.9

   
   

  8
.7

   
   

  7
.8

   
   

  7
.0

   
   

  6
.1

   
   

  5
.0

   
   

  4
.5

   
   

  3
.9

   
   

  3
.5

   
   

  3
.2

   
   

  3
.0

   
   

10
5.

9

   
   

 2
3.

0

   
   

12
8.

8

N
G

L

M
bb

l

   
   

  0
.4

   
   

  0
.4

   
   

  0
.4

   
   

  0
.3

   
   

  0
.3

   
   

  0
.2

   
   

  0
.2

   
   

  0
.2

   
   

  0
.1

   
   

  0
.1

   
   

  0
.1

   
   

  0
.1

   
   

  0
.1

   
   

  0
.0

   
   

  0
.0

   
   

  2
.9

   
   

  0
.0

   
   

  2
.9

N
A

T 
G

A
S

M
M

cf

   
 1

,0
52

.3

   
 1

,9
72

.2

   
 2

,3
34

.9

   
 1

,9
68

.9

   
 1

,6
35

.1

   
 1

,4
32

.9

   
 1

,2
61

.1

   
 1

,0
77

.5

   
   

91
5.

2

   
   

74
8.

0

   
   

66
4.

0

   
   

59
0.

5

   
   

53
8.

4

   
   

49
1.

3

   
   

53
3.

9

   
17

,2
16

.2

   
 4

,4
94

.1

   
21

,7
10

.3

A
V

E
R

A
G

E
 P

R
IC

E
S

L/
M

 O
IL

U
S

$/
bb

l

   
  5

6.
16

   
  5

4.
38

   
  5

2.
95

   
  5

4.
13

   
  5

5.
34

   
  5

6.
53

   
  5

7.
76

   
  5

9.
00

   
  6

0.
26

   
  6

1.
55

   
  6

2.
86

   
  6

4.
21

   
  6

5.
59

   
  6

7.
16

   
  6

8.
68

   
  5

7.
53

   
  8

0.
21

   
  6

2.
90

H
V

Y
 O

IL

U
S

$/
bb

l

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

   
   

0.
00

C
O

N
D

U
S

$/
bb

l

   
  5

6.
59

   
  5

4.
92

   
  5

3.
49

   
  5

4.
61

   
  5

5.
77

   
  5

6.
93

   
  5

8.
13

   
  5

9.
34

   
  6

0.
57

   
  6

1.
85

   
  6

3.
14

   
  6

4.
44

   
  6

5.
78

   
  6

7.
14

   
  6

8.
43

   
  5

8.
01

   
  8

6.
19

   
  6

3.
03

N
G

L

U
S

$/
bb

l

   
   

5.
98

   
   

5.
80

   
   

5.
66

   
   

5.
77

   
   

5.
89

   
   

6.
00

   
   

6.
13

   
   

6.
25

   
   

6.
37

   
   

6.
50

   
   

6.
63

   
   

6.
76

   
   

6.
90

   
   

7.
04

   
   

0.
00

   
   

6.
02

   
   

0.
00

   
   

6.
02

N
A

T 
G

A
S

U
S

$/
M

cf

   
  2

.5
83

   
  2

.6
96

   
  2

.7
57

   
  2

.8
28

   
  2

.8
88

   
  2

.9
48

   
  3

.0
08

   
  3

.0
77

   
  3

.1
36

   
  3

.1
97

   
  3

.2
64

   
  3

.3
33

   
  3

.4
03

   
  3

.4
74

   
  3

.5
44

   
  2

.9
58

   
  4

.5
40

   
  3

.2
85

P
E

R
IO

D

E
N

D
IN

G

M
-D

-Y

 1
2-

31
-2

02
1

 1
2-

31
-2

02
2

 1
2-

31
-2

02
3

 1
2-

31
-2

02
4

 1
2-

31
-2

02
5

 1
2-

31
-2

02
6

 1
2-

31
-2

02
7

 1
2-

31
-2

02
8

 1
2-

31
-2

02
9

 1
2-

31
-2

03
0

 1
2-

31
-2

03
1

 1
2-

31
-2

03
2

 1
2-

31
-2

03
3

 1
2-

31
-2

03
4

 1
2-

31
-2

03
5

S
U

B
TO

TA
L

R
E

M
A

IN
IN

G

TO
TA

L 
O

F 
 5

0.
0 

Y
R

S

N
U

M
B

E
R

 O
F 

A
C

TI
V

E

C
O

M
P

LE
TI

O
N

S

10
0%

   
   

  2
00

   
   

  2
01

   
   

  2
02

   
   

  1
91

   
   

  1
75

   
   

  1
61

   
   

  1
52

   
   

  1
38

   
   

  1
26

   
   

  1
16

   
   

  1
03

   
   

   
98

   
   

   
91

   
   

   
87

   
   

   
63

C
O

 G
R

S

   
  1

56
.9

8

   
  1

59
.6

1

   
  1

61
.0

1

   
  1

50
.5

2

   
  1

37
.5

5

   
  1

25
.0

2

   
  1

16
.3

5

   
  1

03
.1

9

   
   

91
.4

6

   
   

82
.8

5

   
   

70
.4

1

   
   

65
.6

3

   
   

59
.7

7

   
   

55
.8

9

   
   

54
.6

2

C
O

M
P

A
N

Y

G
R

O
S

S

E
Q

U
IV

B
O

E
/d

   
   

  9
24

   
   

1,
27

4

   
   

1,
48

7

   
   

1,
24

6

   
   

1,
03

9

   
   

  9
12

   
   

  8
04

   
   

  6
85

   
   

  5
86

   
   

  4
81

   
   

  4
28

   
   

  3
79

   
   

  3
45

   
   

  3
13

   
   

  3
36

C
O

M
P

A
N

Y
 G

R
O

S
S

 R
E

V
E

N
U

E

L/
M

 O
IL

U
S

M
$

   
 1

,2
66

.7

   
 1

,3
48

.8

   
 1

,1
38

.7

   
   

92
1.

9

   
   

81
3.

8

   
   

76
1.

9

   
   

71
5.

6

   
   

61
5.

3

   
   

57
3.

4

   
   

54
0.

1

   
   

50
9.

4

   
   

44
1.

9

   
   

37
8.

4

   
   

31
6.

8

   
   

27
8.

4

   
10

,6
21

.0

   
 4

,6
12

.4

   
15

,2
33

.4

H
V

Y
 O

IL

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

C
O

N
D

U
S

M
$

   
   

34
8.

8

   
   

87
3.

1

   
 1

,0
11

.0

   
   

82
2.

2

   
   

71
6.

1

   
   

64
3.

2

   
   

58
3.

4

   
   

53
4.

0

   
   

48
0.

1

   
   

40
2.

6

   
   

36
4.

0

   
   

32
4.

4

   
   

29
9.

6

   
   

27
5.

7

   
   

26
5.

6

   
 7

,9
43

.9

   
 2

,5
77

.2

   
10

,5
21

.1

N
G

L

U
S

M
$

   
   

  3
.1

   
   

  3
.4

   
   

  2
.8

   
   

  2
.4

   
   

  2
.1

   
   

  1
.8

   
   

  1
.5

   
   

  1
.3

   
   

  1
.1

   
   

  1
.0

   
   

  0
.8

   
   

  0
.7

   
   

  0
.6

   
   

  0
.2

   
   

  0
.0

   
   

 2
2.

8

   
   

  0
.0

   
   

 2
2.

8

N
A

T 
G

A
S

U
S

M
$

   
 3

,4
69

.7

   
 6

,8
57

.0

   
 8

,3
03

.8

   
 7

,1
90

.4

   
 6

,0
91

.4

   
 5

,4
47

.3

   
 4

,8
89

.9

   
 4

,2
68

.2

   
 3

,6
90

.7

   
 3

,0
73

.8

   
 2

,7
86

.8

   
 2

,5
29

.9

   
 2

,3
55

.2

   
 2

,1
93

.3

   
 2

,4
35

.4

   
65

,5
82

.8

   
26

,2
51

.6

   
91

,8
34

.5

N
E

T 
D

E
D

U
C

TI
O

N
S

/E
X

P
E

N
D

IT
U

R
E

S

C
R

N
/C

G
A

R
O

Y
A

LT
IE

S

U
S

M
$

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

B
U

R
D

E
N

A
N

D
 N

P
I

U
S

M
$

   
 1

,1
18

.8

   
 2

,0
50

.7

   
 2

,3
56

.0

   
 2

,0
15

.4

   
 1

,7
12

.6

   
 1

,5
38

.1

   
 1

,3
87

.3

   
 1

,2
08

.6

   
 1

,0
54

.4

   
   

89
1.

2

   
   

81
2.

2

   
   

73
0.

0

   
   

67
1.

2

   
   

61
4.

8

   
   

66
0.

5

   
18

,8
21

.7

   
 7

,4
75

.7

   
26

,2
97

.4

P
R

O
P

 A
N

D

M
IN

 T
A

X
E

S

U
S

M
$

   
   

25
4.

0

   
   

44
4.

8

   
   

50
9.

0

   
   

43
4.

3

   
   

37
0.

3

   
   

33
2.

5

   
   

30
0.

1

   
   

26
2.

4

   
   

22
9.

8

   
   

19
4.

6

   
   

17
7.

1

   
   

15
9.

4

   
   

14
6.

6

   
   

13
3.

6

   
   

14
2.

1

   
 4

,0
90

.4

   
 1

,5
83

.4

   
 5

,6
73

.8

C
O

S
TS

C
A

P
IT

A
L

U
S

M
$

   
   

 4
5.

9

   
 2

,8
76

.5

   
 2

,3
09

.1

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

  0
.0

   
   

31
8.

2

   
   

  0
.0

   
 5

,5
49

.6

   
 2

,8
42

.4

   
 8

,3
92

.1

A
B

A
N

D

U
S

M
$

   
   

  0
.0

   
   

 7
8.

5

   
   

13
1.

0

   
   

13
9.

4

   
   

15
1.

5

   
   

20
2.

8

   
   

18
6.

3

   
   

14
7.

8

   
   

19
7.

1

   
   

30
0.

3

   
   

29
0.

4

   
   

20
4.

9

   
   

14
9.

2

   
   

16
2.

8

   
   

13
2.

1

   
 2

,4
74

.3

   
 1

,3
50

.5

   
 3

,8
24

.7

O
P

E
R

E
X

P
E

N
S

E

U
S

M
$

   
 1

,4
99

.9

   
 2

,3
59

.2

   
 2

,5
92

.8

   
 2

,4
26

.5

   
 2

,2
46

.5

   
 2

,1
55

.1

   
 2

,0
44

.7

   
 1

,8
68

.9

   
 1

,7
04

.1

   
 1

,4
10

.2

   
 1

,3
34

.7

   
 1

,2
39

.7

   
 1

,1
82

.1

   
 1

,1
24

.4

   
 1

,1
26

.3

   
26

,3
15

.1

   
12

,9
78

.6

   
39

,2
93

.7

FU
TU

R
E

 N
E

T 
R

E
V

E
N

U
E

B
E

FO
R

E
 IN

C
O

M
E

 T
A

X
E

S

U
N

D
IS

C

P
E

R
IO

D

U
S

M
$

   
 2

,1
69

.7

   
 1

,2
72

.6

   
 2

,5
58

.3

   
 3

,9
21

.3

   
 3

,1
42

.4

   
 2

,6
25

.7

   
 2

,2
72

.1

   
 1

,9
30

.9

   
 1

,5
60

.1

   
 1

,2
21

.2

   
 1

,0
46

.7

   
   

96
3.

0

   
   

88
4.

8

   
   

43
2.

2

   
   

91
8.

4

   
26

,9
19

.4

   
 7

,2
10

.7

   
34

,1
30

.1D
IS

C
 @

 1
0.

00
0%

C
U

M

U
S

M
$

   
 2

,0
92

.0

   
 3

,2
26

.1

   
 5

,2
72

.1

   
 8

,1
56

.8

   
10

,2
56

.0

   
11

,8
49

.3

   
13

,1
03

.1

   
14

,0
73

.4

   
14

,7
85

.0

   
15

,2
90

.8

   
15

,6
85

.1

   
16

,0
14

.7

   
16

,2
90

.7

   
16

,4
16

.7

   
16

,6
53

.8

   
16

,6
53

.8

   
17

,4
92

.8

   
17

,4
92

.8

P
R

E
S

E
N

T 
W

O
R

TH
 P

R
O

FI
LE

D
IS

C
 R

A
TE

%

   
   

5.
00

0

   
  1

0.
00

0

   
  1

5.
00

0

   
  2

0.
00

0

   
  2

5.
00

0

   
  3

0.
00

0

   
  3

5.
00

0

   
  4

0.
00

0

   
  4

5.
00

0

   
  5

0.
00

0

C
U

M
 P

W

U
S

M
$    
23

,0
11

.1

   
17

,4
92

.8

   
14

,1
21

.6

   
11

,8
31

.4

   
10

,1
73

.7

   
 8

,9
21

.1

   
 7

,9
44

.3

   
 7

,1
63

.7

   
 6

,5
27

.4

   
 6

,0
00

.3

Figure 31

138



A
ll 

es
tim

at
es

 a
nd

 e
xh

ib
its

 h
er

ei
n 

ar
e 

pa
rt 

of
 th

is
 N

S
A

I r
ep

or
t a

nd
 a

re
 s

ub
je

ct
 to

 it
s 

pa
ra

m
et

er
s 

an
d 

co
nd

iti
on

s.

R
E

V
E

N
U

E
 A

N
D

 C
O

S
TS

 (U
S

M
$)

S
O

U
TH

E
R

N
 E

N
E

R
G

Y
 C

O
R

P
. I

N
TE

R
E

S
T

A
LA

B
A

M
A

 A
N

D
 M

IS
S

IS
S

IP
P

I
A

S
 O

F 
A

P
R

IL
 1

, 2
02

1

P
R

IC
E

 S
E

N
S

IT
IV

IT
Y

 C
A

S
E

S

Fu
tu

re
 N

et
 R

ev
en

ue
C

om
pa

ny
P

ro
pe

rty
B

ef
or

e 
In

co
m

e 
Ta

xe
s

G
ro

ss
B

ur
de

n
an

d 
M

in
er

al
C

ap
ita

l
A

ba
nd

on
m

en
t

O
pe

ra
tin

g
D

is
co

un
te

d
D

is
co

un
te

d
 R

ev
en

ue
an

d 
N

P
I

Ta
xe

s
C

os
ts

C
os

ts
C

os
ts

at
 0

%
at

 1
0%

B
as

e 
Pr

ic
e 

C
as

e

To
ta

l P
ro

ve
d

23
0,

14
5.

2
47

,5
69

.6
11

,2
91

.1
28

,3
14

.8
4,

39
3.

9
64

,7
06

.8
73

,8
69

.0
38

,9
44

.3

P
ro

ba
bl

e
32

,6
62

.0
6,

97
7.

4
1,

60
5.

4
25

6.
9

64
.5

9,
19

7.
3

14
,5

60
.5

5,
87

8.
3

P
ro

ve
d 

+ 
P

ro
ba

bl
e

26
2,

80
7.

2
54

,5
47

.0
12

,8
96

.5
28

,5
71

.6
4,

45
8.

4
73

,9
04

.1
88

,4
29

.5
44

,8
22

.6

Lo
w

 P
ric

e 
C

as
e

To
ta

l P
ro

ve
d

14
7,

92
0.

6
30

,3
65

.2
7,

32
4.

5
21

,1
59

.0
4,

24
6.

4
46

,2
41

.0
38

,5
84

.4
20

,8
20

.0

P
ro

ba
bl

e
22

,1
49

.2
4,

74
0.

4
1,

09
7.

7
4.

1
41

.4
7,

32
5.

2
8,

94
0.

5
4,

00
5.

2

P
ro

ve
d 

+ 
P

ro
ba

bl
e

17
0,

06
9.

8
35

,1
05

.6
8,

42
2.

1
21

,1
63

.1
4,

28
7.

8
53

,5
66

.2
47

,5
24

.9
24

,8
25

.3

H
ig

h 
Pr

ic
e 

C
as

e

To
ta

l P
ro

ve
d

31
1,

43
0.

3
63

,6
12

.7
15

,2
50

.5
33

,3
28

.2
4,

53
9.

3
78

,4
23

.3
11

6,
27

6.
3

58
,9

76
.8

P
ro

ba
bl

e
53

,3
02

.3
11

,5
17

.6
2,

58
8.

7
3,

16
0.

4
12

4.
1

12
,0

41
.2

23
,8

70
.3

7,
78

2.
0

P
ro

ve
d 

+ 
P

ro
ba

bl
e

36
4,

73
2.

6
75

,1
30

.3
17

,8
39

.2
36

,4
88

.6
4,

66
3.

4
90

,4
64

.6
14

0,
14

6.
6

66
,7

58
.8

To
ta

ls
 m

ay
 n

ot
 a

dd
 b

ec
au

se
 o

f r
ou

nd
in

g.

N
ot

e:
   

Fo
r t

he
 p

ur
po

se
s 

of
 th

es
e 

se
ns

iti
vi

tie
s,

 a
ll 

ot
he

r p
ar

am
et

er
s 

ar
e 

th
e 

sa
m

e 
as

 th
os

e 
de

sc
rib

ed
 in

 th
e 

le
tte

r i
nc

lu
de

d 
in

 th
is

 re
po

rt.

C
as

e/
C

at
eg

or
y

Figure 32

139



A
ll 

es
tim

at
es

 a
nd

 e
xh

ib
its

 h
er

ei
n 

ar
e 

pa
rt 

of
 th

is
 N

S
A

I r
ep

or
t a

nd
 a

re
 s

ub
je

ct
 to

 it
s 

pa
ra

m
et

er
s 

an
d 

co
nd

iti
on

s.

R
E

V
E

N
U

E
 A

N
D

 C
O

S
TS

 (U
S

M
$)

S
O

U
TH

E
R

N
 E

N
E

R
G

Y
 C

O
R

P
. I

N
TE

R
E

S
T

A
LA

B
A

M
A

 A
N

D
 M

IS
S

IS
S

IP
P

I
A

S
 O

F 
A

P
R

IL
 1

, 2
02

1

O
P

E
R

A
TI

N
G

 E
X

P
E

N
S

E
 S

E
N

S
IT

IV
IT

Y
 C

A
S

E
S

Fu
tu

re
 N

et
 R

ev
en

ue
C

om
pa

ny
P

ro
pe

rty
B

ef
or

e 
In

co
m

e 
Ta

xe
s

G
ro

ss
B

ur
de

n
an

d 
M

in
er

al
C

ap
ita

l
A

ba
nd

on
m

en
t

O
pe

ra
tin

g
D

is
co

un
te

d
D

is
co

un
te

d
 R

ev
en

ue
an

d 
N

P
I

Ta
xe

s
C

os
ts

C
os

ts
C

os
ts

at
 0

%
at

 1
0%

B
as

e 
Ex

pe
ns

e 
C

as
e

To
ta

l P
ro

ve
d

23
0,

14
5.

2
47

,5
69

.6
11

,2
91

.1
28

,3
14

.8
4,

39
3.

9
64

,7
06

.8
73

,8
69

.0
38

,9
44

.3

P
ro

ba
bl

e
32

,6
62

.0
6,

97
7.

4
1,

60
5.

4
25

6.
9

64
.5

9,
19

7.
3

14
,5

60
.5

5,
87

8.
3

P
ro

ve
d 

+ 
P

ro
ba

bl
e 

26
2,

80
7.

2
54

,5
47

.0
12

,8
96

.5
28

,5
71

.6
4,

45
8.

4
73

,9
04

.1
88

,4
29

.5
44

,8
22

.6

Lo
w

 E
xp

en
se

 C
as

e

To
ta

l P
ro

ve
d

23
7,

16
6.

9
49

,0
96

.1
11

,6
33

.2
27

,8
62

.1
4,

44
0.

8
63

,6
67

.6
80

,4
67

.0
42

,1
41

.7

P
ro

ba
bl

e
33

,5
42

.6
7,

17
1.

8
1,

64
7.

6
25

9.
4

65
.8

8,
84

9.
0

15
,5

49
.0

6,
10

1.
2

P
ro

ve
d 

+ 
P

ro
ba

bl
e

27
0,

70
9.

5
56

,2
67

.9
13

,2
80

.8
28

,1
21

.5
4,

50
6.

7
72

,5
16

.6
96

,0
15

.9
48

,2
43

.0

H
ig

h 
Ex

pe
ns

e 
C

as
e

To
ta

l P
ro

ve
d

21
7,

22
5.

8
44

,7
35

.0
10

,6
67

.7
26

,8
37

.9
4,

33
5.

4
63

,3
43

.2
67

,3
06

.6
35

,9
62

.7

P
ro

ba
bl

e
31

,8
17

.3
6,

79
3.

2
1,

56
5.

0
25

8.
9

59
.2

9,
50

9.
4

13
,6

31
.6

5,
64

8.
7

P
ro

ve
d 

+ 
P

ro
ba

bl
e

24
9,

04
3.

1
51

,5
28

.2
12

,2
32

.7
27

,0
96

.8
4,

39
4.

6
72

,8
52

.6
80

,9
38

.2
41

,6
11

.4

To
ta

ls
 m

ay
 n

ot
 a

dd
 b

ec
au

se
 o

f r
ou

nd
in

g.

N
ot

e:
   

Fo
r t

he
 p

ur
po

se
s 

of
 th

es
e 

se
ns

iti
vi

tie
s,

 a
ll 

ot
he

r p
ar

am
et

er
s 

ar
e 

th
e 

sa
m

e 
as

 th
os

e 
de

sc
rib

ed
 in

 th
e 

le
tte

r i
nc

lu
de

d 
in

 th
is

 re
po

rt.

C
as

e/
C

at
eg

or
y

Figure 33

140



 

PART 4 

FINANCIAL STATEMENTS 

 

4.1 Unaudited consolidated interim financial statements for the Group as at and for the three 
months ended 31 March 2021 and 2020 

 

A1, 18.2.1

A1, 5.1.1 
A1, 5.2 
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Condensed Consolidated Interim Financial Statements of 

SOUTHERN ENERGY CORP.               
For the three months ended March 31, 2021 and 2020 

(unaudited)

(Canadian Dollars)
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SOUTHERN ENERGY CORP.                  
Condensed Consolidated Interim Statement of Financial Position (unaudited)

 

143



SOUTHERN ENERGY CORP.                  
Condensed Consolidated Interim Statement of Loss and Comprehensive Loss (unaudited) 
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SOUTHERN ENERGY CORP.
Condensed Consolidated Interim Statement of Changes in Shareholders’ Equity (unaudited)
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SOUTHERN ENERGY CORP.                                
Condensed Consolidated Interim Statement of Cash Flows (unaudited)
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SOUTHERN ENERGY CORP.
Notes to the Condensed Consolidated Interim Financial Statements (unaudited) 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Condensed Consolidated Interim Financial Statements (unaudited) 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Condensed Consolidated Interim Financial Statements (unaudited) 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Condensed Consolidated Interim Financial Statements (unaudited) 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Condensed Consolidated Interim Financial Statements (unaudited) 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Condensed Consolidated Interim Financial Statements (unaudited) 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Condensed Consolidated Interim Financial Statements (unaudited) 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Condensed Consolidated Interim Financial Statements (unaudited) 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Condensed Consolidated Interim Financial Statements (unaudited) 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Condensed Consolidated Interim Financial Statements (unaudited) 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Condensed Consolidated Interim Financial Statements (unaudited) 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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4.2 Historical audited financial information for the Group for the 12 months ended 31 December 
2020 and 2019 

A1, 18.1.1 
A1, 18.1.7 
A1, 18.3.1 



Consolidated Financial Statements of 

SOUTHERN ENERGY CORP.
For the years ended December 31, 2020 and 2019 

(Canadian Dollars)
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Deloitte LLP 
700, 850 2 Street SW 
Calgary, AB T2P 0R8 
Canada 
 
Tel: 403-267-1700 
Fax: 587-774-5379 
www.deloitte.ca 
 

Independent Auditor’s Report 
To the Shareholders and the Board of Directors of  
Southern Energy Corp. 

Opinion 
We have audited the consolidated financial statements of Southern Energy Corp. (the “Company”), 
which comprise the consolidated statement of financial position as at December 31, 2020 and 2019, 
and the consolidated statement of loss and comprehensive loss, changes in shareholders’ equity and 
cash flows for the years then ended, and notes to the consolidated financial statements, including a 
summary of significant accounting policies (collectively referred to as the “financial statements”). 
 
In our opinion, the accompanying financial statements present fairly, in all material respects, the 
financial position of the Company as at December 31, 2020 and 2019, and its financial performance 
and its cash flows for the years then ended in accordance with International Financial Reporting 
Standards (“IFRS”). 
 
Basis for Opinion
We conducted our audit in accordance with Canadian generally accepted auditing standards 
(“Canadian GAAS”). Our responsibilities under those standards are further described in the Auditor’s 
Responsibilities for the Audit of the Financial Statements section of our report. We are independent of 
the Company in accordance with the ethical requirements that are relevant to our audit of the financial 
statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with these 
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our opinion. 

Material Uncertainty related to Going Concern 
We draw attention to Note 2 in  incurred a 
net loss of $9.9 million during the year ended December 31, 2020 and, as of that date, the Company’s 
current liabilities exceeds its current assets. As stated in Note 2, these events or conditions, along 
with other matters as set forth in Note 2, indicate that a material uncertainty exists that may cast 

in respect of this matter. 
 
Other Information 
Management is responsible for the other information. The other information comprises of 
Management’s Discussion and Analysis. 
 
Our opinion on the financial statements does not cover the other information and we do not express 
any form of assurance conclusion thereon. In connection with our audit of the financial statements, 
our responsibility is to read the other information identified above and, in doing so, consider whether 
the other information is materially inconsistent with the financial statements or our knowledge 
obtained in the audit, or otherwise appears to be materially misstated.  
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Southern Energy Corp. 
April 30, 2021 
Page 2 
 
 
We obtained Management’s Discussion and Analysis prior to the date of this auditor’s report.  If, based 
on the work we have performed on this other information, we conclude that there is a material 
misstatement of this other information, we are required to report that fact in this auditor’s report. We 
have nothing to report in this regard. 

Responsibilities of Management and Those Charged with Governance for the 
Financial Statements 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with IFRS, and for such internal control as management determines is necessary to enable 
the preparation of financial statements that are free from material misstatement, whether due to 
fraud or error. 

In preparing the financial statements, management is responsible for assessing the Company’s ability 
to continue as a going concern, disclosing, as applicable, matters related to going concern and using 
the going concern basis of accounting unless management either intends to liquidate the Company or 
to cease operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Company’s financial reporting 
process. 

Auditor’s Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report 
that includes our opinion. Reasonable assurance is a high level of assurance but is not a guarantee 
that an audit conducted in accordance with Canadian GAAS will always detect a material misstatement 
when it exists. Misstatements can arise from fraud or error and are considered material if, individually 
or in the aggregate, they could reasonably be expected to influence the economic decisions of users 
taken on the basis of these financial statements. 

As part of an audit in accordance with Canadian GAAS, we exercise professional judgment and 
maintain professional skepticism throughout the audit. We also: 

 Identify and assess the risks of material misstatement of the financial statements, whether due to 
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit 
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not 
detecting a material misstatement resulting from fraud is higher than for one resulting from error, 
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override 
of internal control. 

 Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the Company’s internal control.  

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by management. 

 Conclude on the appropriateness of management’s use of the going concern basis of accounting 
and, based on the audit evidence obtained, whether a material uncertainty exists related to events 
or conditions that may cast significant doubt on the Company’s ability to continue as a going 
concern. If we conclude that a material uncertainty exists, we are required to draw attention in 
our auditor’s report to the related disclosures in the financial statements or, if such disclosures are 
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to 
the date of our auditor’s report. However, future events or conditions may cause the Company to 
cease to continue as a going concern. 
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 Evaluate the overall presentation, structure and content of the financial statements, including the 
disclosures, and whether the financial statements represent the underlying transactions and 
events in a manner that achieves fair presentation. 

 Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 
business activities within the Company to express an opinion on the financial statements. We are 
responsible for the direction, supervision and performance of the group audit. We remain solely 
responsible for our audit opinion. 

We communicate with those charged with governance regarding, among other matters, the planned 
scope and timing of the audit and significant audit findings, including any significant deficiencies in 
internal control that we identify during our audit. 

We also provide those charged with governance with a statement that we have complied with relevant 
ethical requirements regarding independence, and to communicate with them all relationships and 
other matters that may reasonably be thought to bear on our independence, and where applicable, 
related safeguards. 

The engagement partner on the audit resulting in this independent auditor’s report is Kyle Hawkins. 

 

 
Chartered Professional Accountants 
Calgary, Alberta 
April 30, 2021 
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SOUTHERN ENERGY CORP.                  
Consolidated Statement of Financial Position 
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SOUTHERN ENERGY CORP.                  
Consolidated Statement of Loss and Comprehensive Loss 
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SOUTHERN ENERGY CORP.
Consolidated Statement of Changes in Shareholders’ Equity
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SOUTHERN ENERGY CORP.
Consolidated Statement of Cash Flows
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts

 

169



SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts

 

185



SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts

 

190



SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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SOUTHERN ENERGY CORP.
Notes to the Consolidated Financial Statements 
Amounts in ($000s of Canadian Dollars), except for per share amounts
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4.3 Historical audited financial information for the Group for the 12 months ended 31 December 
2018 

A1, 18.1.1 
A1. 18.3.1



  

 

Consolidated Financial Statements of

SOUTHERN ENERGY CORP. 
For the years ended December 31, 2019 and 2018

(Canadian Dollars)
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Management’s Report 

Management’s Responsibility for the Financial Statements 

The accompanying consolidated financial statements of Southern Energy Corp. are the responsibility of 
management and have been approved by the Board of Directors of Southern Energy Corp. The 
consolidated financial statements have been prepared in accordance with the accounting policies detailed 
in the notes thereto. In Management’s opinion, the consolidated financial statements are in accordance 
with International Financial Reporting Standards as issued by the International Accounting Standards 
Board, have been prepared within acceptable limits of materiality, and have utilized supportable, 
reasonable estimates.  
 
Management ensures the integrity of the consolidated financial statements by maintaining high-quality 
systems of internal control. We also ensure our organizational structure provides appropriate delegation 
of authority and division of responsibilities.  
 
The Board of Directors approves the consolidated financial statements. The Board carries out this 
responsibility primarily through the Audit Committee. The Audit Committee is composed entirely of 
independent directors. The Audit Committee meets periodically with Management and the external 
auditors to discuss reporting and control issues. The Audit Committee also considers the independence 
of the external auditors and reviews their fees.  
 
The consolidated financial statements have been audited by Deloitte LLP, Chartered Professional 
Accountants, in accordance with Canadian generally accepted auditing standards on behalf of the 
shareholders. 
 
 

(signed) “Ian Atkinson”                                                         (signed) “Calvin Yau” 

Ian Atkinson                                                                            Calvin Yau 
President & Chief Executive Officer                                    VP Finance & Chief Financial Officer 
May 4, 2020 
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Deloitte LLP 
700, 850 2 Street SW 
Calgary, AB T2P 0R8 
Canada 
 
Tel: 403-267-1700 
Fax: 587-774-5379 
www.deloitte.ca
 

Independent Auditor’s Report 
To the Shareholders and the Board of Directors of  
Southern Energy Corp. 

Opinion 
We have audited the consolidated financial statements of Southern Energy Corp. (the “Company”), 
which comprise the consolidated statements of financial position as at December 31, 2019 and 2018, 
and the consolidated statement of loss and comprehensive loss, changes in shareholders’ equity and 
cash flows for the years then ended, and notes to the consolidated financial statements, including a 
summary of significant accounting policies (collectively referred to as the “financial statements”). 
 
In our opinion, the accompanying financial statements present fairly, in all material respects, the 
financial position of the Company as at December 31, 2019 and 2018, and its financial performance 
and its cash flows for the years then ended in accordance with International Financial Reporting 
Standards (“IFRS”). 
 
Basis for Opinion 
We conducted our audit in accordance with Canadian generally accepted auditing standards 
(“Canadian GAAS”). Our responsibilities under those standards are further described in the Auditor’s 
Responsibilities for the Audit of the Financial Statements section of our report. We are independent of 
the Company in accordance with the ethical requirements that are relevant to our audit of the financial 
statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with these 
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our opinion. 

Material Uncertainty related to Going Concern 
We draw attention to Note 2 to the financial statements, which indicates that the Company’s current 
liabilities exceeds its current assets. As stated in Note 2, these events or conditions, along with other 
matters as set forth in Note 2, indicate that a material uncertainty exists that may cast significant 
doubt on the Company’s ability to continue as a going concern. Our opinion is not modified in respect 
of this matter. 
 
Other Information 
Management is responsible for the other information. The other information comprises Management’s 
Discussion and Analysis. 
 
Our opinion on the financial statements does not cover the other information and we do not express 
any form of assurance conclusion thereon. In connection with our audit of the financial statements, 
our responsibility is to read the other information identified above and, in doing so, consider whether 
the other information is materially inconsistent with the financial statements or our knowledge 
obtained in the audit, or otherwise appears to be materially misstated.  
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We obtained Management’s Discussion and Analysis prior to the date of this auditor’s report.  If, based 
on the work we have performed on this other information, we conclude that there is a material 
misstatement of this other information, we are required to report that fact in this auditor’s report. We 
have nothing to report in this regard. 

Responsibilities of Management and Those Charged with Governance for the 
Financial Statements 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with IFRS, and for such internal control as management determines is necessary to enable 
the preparation of financial statements that are free from material misstatement, whether due to 
fraud or error. 

In preparing the financial statements, management is responsible for assessing the Company’s ability 
to continue as a going concern, disclosing, as applicable, matters related to going concern and using 
the going concern basis of accounting unless management either intends to liquidate the Company or 
to cease operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Company’s financial reporting 
process. 

Auditor’s Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report 
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee 
that an audit conducted in accordance with Canadian GAAS will always detect a material misstatement 
when it exists. Misstatements can arise from fraud or error and are considered material if, individually 
or in the aggregate, they could reasonably be expected to influence the economic decisions of users 
taken on the basis of these financial statements. 

As part of an audit in accordance with Canadian GAAS, we exercise professional judgment and 
maintain professional skepticism throughout the audit. We also: 

● Identify and assess the risks of material misstatement of the financial statements, whether due to 
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit 
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not 
detecting a material misstatement resulting from fraud is higher than for one resulting from error, 
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override 
of internal control. 

● Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the Company’s internal control.  

● Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by management. 

● Conclude on the appropriateness of management’s use of the going concern basis of accounting 
and, based on the audit evidence obtained, whether a material uncertainty exists related to events 
or conditions that may cast significant doubt on the Company’s ability to continue as a going 
concern. If we conclude that a material uncertainty exists, we are required to draw attention in 
our auditor’s report to the related disclosures in the financial statements or, if such disclosures are 
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to 
the date of our auditor’s report. However, future events or conditions may cause the Company to 
cease to continue as a going concern. 
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● Evaluate the overall presentation, structure and content of the financial statements, including the 

disclosures, and whether the financial statements represent the underlying transactions and 
events in a manner that achieves fair presentation. 

● Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 
business activities within the Company to express an opinion on the financial statements. We are 
responsible for the direction, supervision and performance of the group audit. We remain solely 
responsible for our audit opinion. 

We communicate with those charged with governance regarding, among other matters, the planned 
scope and timing of the audit and significant audit findings, including any significant deficiencies in 
internal control that we identify during our audit. 

We also provide those charged with governance with a statement that we have complied with relevant 
ethical requirements regarding independence, and to communicate with them all relationships and 
other matters that may reasonably be thought to bear on our independence, and where applicable, 
related safeguards. 

The engagement partner on the audit resulting in this independent auditor’s report is Sippy Chhina. 

 
Chartered Professional Accountants 
Calgary, Alberta 
May 4, 2020 
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SOUTHERN ENERGY CORP.             
Consolidated Statement of Financial Position   
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December 31, December 31, 
($000s of Canadian Dollars) 2019 2018 
Assets  
Current assets  

Cash and cash equivalents $               424  $              2,334  
Accounts receivable and other (Note 13) 2,399 13,744 
Prepaid expenses and deposits 371 300 
Derivative assets (Note 13) 819 332 

 4,013 16,710 
 
Derivative assets (Note 13) 120 20
Property, plant and equipment (Note 4 & 5) 44,308  38,199  
Right-of-use assets (Note 6) 735 - 
Total assets $  49,176 $   54,929
 
Liabilities and Equity   
Current liabilities   

Accounts payable and accrued liabilities  2,650  2,985  
Royalties payable (Note 14) 5,589 5,067 
Current portion of lease liabilities (Note 6) 382 - 
Bank debt (Note 8) - 21,009 
Derivative liabilities (Note 13) 105 166 

 8,726  29,227  
 
Long-term liabilities   

Derivative liabilities (Note 13) 14 51 
Convertible debentures (Note 9) 6,648 - 
Lease liabilities (Note 6) 381 - 
Bank debt (Note 8) 18,183 - 
Decommissioning provisions (Note 7) 5,276 6,740 

Total liabilities 39,228 36,018  
 
Shareholders' equity (Note 10)  

Share capital 35,441  33,860  
Equity component of convertible debenture (Note 9) 665 - 
Warrants 1,195 1,195 
Contributed surplus  4,095 3,883 
Deficit (30,962)  (20,089)  
Accumulated other comprehensive income (486) 62 

 9,948  18,911  
   
Total liabilities and shareholders' equity $         49,176 $            54,929  

Commitments and contingencies (Note 20) 
(See accompanying Notes to the Consolidated Financial Statements)  

Approved by Board of Directors 
(signed) "Michael G. Kohut"                                                                                    (signed)  "Bruce Beynon" 
Director                                                                                                                       Chairman 
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SOUTHERN ENERGY CORP.             
Consolidated Statement of Loss and Comprehensive Loss

4 
 

($000s of Canadian Dollars, except for per share amounts) 

Year ended 
December 31, 

2019 

Year ended 
December 31, 

2018 
Revenues   

Petroleum and natural gas sales (Note 15) $          19,129 $            806 
Royalties (3,859) (148) 
 15,270 658 

 
Expenses   

Production and operating  6,799  265  
Transportation 368  30  
Depletion, depreciation and amortization (Note 5) 5,741  127  
Impairment (Note 5) 7,425 - 
Gain on derivatives (Note 13) (1,024) (325) 
Gain on dispositions (Note 5) (98) - 
Financing (Note 16)  1,665 45 
General and administrative  4,465  333  
Share-based compensation (Note 10) 212  1,195  
Transaction costs 588 1,148
Loss on foreign exchange 235 - 

 26,376  2,818  
 
Net loss from continuing operations before income tax (11,106)  (2,160)  

Income tax recovery (210) - 
Net loss from continuing operations (10,896) (2,160) 
Net earnings (loss) from discontinued operations (Note 21) 23 (535) 
Total net loss for the year (10,873) (2,695) 
   
         Currency translation adjustment (548) 62 
   
Comprehensive loss for the year $         (11,421) $       (2,633) 
 
Basic and diluted (loss) income (Note 11)   
         Continuing operations $             (0.05) $         (0.07), 
         Discontinued operations 0.00     (0.02), 
Net loss per share $  (0.05) $ (0.09),
   
(See accompanying Notes to the Consolidated Financial Statements)  
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SOUTHERN ENERGY CORP.                                                                
Consolidated Statement of Changes in Shareholders’ Equity 

5 
 

($000s of Canadian Dollars, 
except share amounts)

Common 
Shares   

Shareholders' 
Capital 

Equity 
Component 

of 
Convertible 
Debentures Warrants 

Contributed 
Surplus Deficit’ 

Accumulated’ 
Other’ 

Comprehensive’ 
Income (Loss)   

Shareholders’ 
Equity’ 

Balance, December 31, 2017 24,246,973,  $         15,923, $             - $              - $        3,883    $(17,394) $           - $          2,412 
Shares Issued, net 180,110,000, 17,937, - - - - - 17,937 

Warrants Issued -, -, - 1,195 - - - 1,195 
Net Loss -, -, - - - (2,695) - (2,695) 
Other Comprehensive 
Income -, -, - - - - 62 62 

Balance, December 31, 2018 204,356,973, $         33,860, $             - $     1,195   $        3,883 $(20,089)  $        62 $        18,911 

         
Shares issued on Rights 
Offering (Note 10) 19,413,306, 1,881, - - - - - 1,881

Share redemption (3,000,000) (300) - - - - - (300) 
Convertible Debentures 
issued -, -, 665 - - - - 665 
Share-based compensation -, -, - - 212 - - 212 

Net Loss -, -, - - - (10,873)  - (10,873)  
Other Comprehensive 
Income -, -, - - - - (548) (548) 

Balance, December 31, 2019 220,770,279,  $         35,441,  $        665 $     1,195   $        4,095 $(30,962)  $     (486) $          9,948  

(See accompanying Notes to the Consolidated Financial Statements)  
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SOUTHERN ENERGY CORP.                                                                
Consolidated Statement of Cash Flows 

6 
 

   

($000s of Canadian Dollars) 

Year ended 
December 31, 

2019 

Year ended 
December 31, 

2018 
Operating activities   

Total net loss for the year $     (10,873)  $       (2,695)  
Changes in non-cash items:   
   Depletion, depreciation and amortization (Note 5) 5,780 469 
   Impairment (Note 5) 7,425 - 
   Gain on dispositions (Note 5) (98) - 
   Net finance expense 1,671 64 
   Unrealized gain on derivatives (Note 13) (705) (436) 
   Unrealized loss on foreign exchange 235 - 
   Share-based compensation (Note 10) 212  1,195  
   Deferred income tax recovery (210) - 
   Decommissioning provisions liabilities settled (Note 7) (23) (14) 

         Changes in non-cash working capital (Note 17) (269)  (174)  
 
Net cash provided (used) by operating activities 3,145 (1,591) 

 
Investing activities   

Capital expenditures (1,594)  (1)  
Acquisition, net of cash acquired (Note 4 & 5) (21,349)  (3,329)  
Proceeds from divestitures 484 - 
Changes in non-cash working capital (Note 17) 152    (7)    

 
         Net cash used by investing activities  (22,307)  (3,337)  
 
Financing activities   

 Proceeds from share issuances, net (Note 10) 1,881  17,937  
 Issuance of convertible debentures, net (Note 9) 7,282 - 
Paydown of bank debt (Note 8)  (1,782) - 
Payment of interest (1,334) (40) 
Finance lease payments (Note 6) (415) - 
Changes in non-cash working capital 11,672 (11,569) 

 
         Net cash provided by financing activities 17,304  6,328  
 
Net increase (decrease) in cash and cash equivalents (1,858)  1,400  
Effect of foreign exchange rate changes (52) 15
Cash and cash equivalents, beginning of year 2,334  919  
Cash and cash equivalents, end of year $            424  $        2,334  

(See accompanying Notes to the Consolidated Financial Statements) 
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1. Reporting Entity and Nature of Operations 
 
Southern Energy Corp. (“Southern” or “Company”) (formerly Standard Exploration Ltd. (“Standard”)) is an 
oil and natural gas exploration and production company. Southern has a primary focus on developing 
conventional natural gas and light oil resources in the Southeast Gulf States of Mississippi and Alabama. 
On November 13, 2018, Standard announced and subsequently closed on December 19, 2018, a definitive 
reorganization and investment agreement with a new management team and board of directors in 
addition to a non-brokered private placement (collectively, the “Recapitalization”). Concurrent with the 
Recapitalization the Company closed the acquisition of Gulf Pine Energy Partners, LP (“Gulf Pine”).  
 
On December 31, 2018, Southern completed a consolidation of the Common Shares on the basis of one 
post-consolidated Common Share for every five pre-consolidated Common Shares. On January 2, 2019 
Southern changed its name from "Standard Exploration Ltd." to "Southern Energy Corp." and on January 
7, 2019, the Common Shares commenced trading on the TSX Venture Exchange (“TSXV”) under the new 
name and new trading symbol "SOU". All information related to issued and outstanding common shares, 
stock options and warrants, has been restated to reflect the share consolidation for all periods present.  
 
Southern’s head office is located in Calgary, Alberta, Canada. The financial statements were authorized 
for issue by the Board of Directors on May 4, 2020.  
 
2. Basis of Presentation and Significant Accounting Policies  

  
a) Principles of Reporting and Consolidation 

The consolidated financial statements of Southern include the accounts of all domestic and foreign 
subsidiaries. Wholly-owned subsidiaries included in the Company’s accounts include Southern Energy 
Corp., Southern Energy Corp (Delaware), Southern Energy Operating, LLC, Southern Energy CMS, LLC, 
Southern Energy BWB, LLC and Southern Energy SO, LLC. Southern accounts for joint operations by 
recognizing the Company’s share of assets, liabilities, income and expenses. All intercompany balances 
and transactions have been eliminated. 

 
These financial statements have been prepared in accordance with International Financial Reporting 
Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”). These 
Consolidated Financial Statements are presented in Canadian dollars. All financial information presented 
has been rounded to the nearest thousand unless otherwise indicated. 
 
The Company’s presentation and functional currency is the Canadian dollar. The functional currency of 
the Company’s US subsidiaries is the US dollar, and its results and balance sheet items are translated to 
Canadian dollars for purposes of these consolidated financial statements, in accordance with the 
Company’s foreign currency translation accounting policy.  
 
b) Going Concern 

The Company prepared the Consolidated Financial Statements on a going concern basis, which 
contemplates the realization of assets and liabilities in the normal course of business as they become due. 
Accordingly, the Consolidated Financial Statements have been prepared on a historical cost basis, except 
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certain financial instruments, which are measured at fair value. The method used to measure fair value is 
discussed further in Note 13. 

Due to the current low commodity price environment and COVID-19 pandemic, Southern is currently 
reviewing all options to improve the financial strength of the Corporation. The Company implemented 
cost saving measures to reduce corporate salaries by 20%, field salaries by 10%, and eliminate all non-
essential business expenditures. In addition to the cost saving measures noted, Southern can further 
manage liquidity by looking for additional opportunities to reduce both operating and capital field 
expenditures, unwinding of in the money derivative contracts, utilizing equity to settle interest payments 
on Convertible Debentures, sale of non-core oil and gas assets and looking for alternative sources of 
financing.  
 
Subsequent to December 31, 2019, as a result of the March 1, 2020 bank redetermination, Southern will 
enter into the sixth amendment (the “Sixth Amendment”) to the Credit Facility. Details of the Sixth 
Amendment include: 
 

Borrowing base reduction to US$14.0 million from US$14.25 million at March 31, 2020, separated 
into two tranches; 
Tranche A (conforming) – US$8.5 million lending value with the same financial covenants as the 
current Credit Facility (See Note 8 – Bank Debt for more details on the financial covenants) and a 
minimum interest rate of 4.5%; 
Tranche B (Non-conforming) – US$5.5 million lending value and the same interest rate as above;  
Tranche B will replace the Monthly Credit Reductions (described in Note 8 – Bank Debt) with cash 
flow repayments. Beginning on May 26, 2020, and continuing on the 26th day of every month 
until the July 2020 redetermination, any available cash balances in excess of US$0.4 million held 
with the lender will be utilized to paydown the owing balance on Tranche B; 
Increased hedging requirements of 80% of projected PDP volumes on a rolling 24 months and 
50% of projected PDP volumes for months 25 to 36; 
Additional non-financial covenants primarily related to financial reporting; 
Next redetermination scheduled for July 1, 2020.  

 
As at December 31, 2019, Southern had a working capital deficiency of $5.0 million, excluding derivative 
assets and liabilities and the current portion of the lease liability, and US$14 million ($18.2 million) drawn 
on its Senior Secured Bank Credit Facility. Southern was in compliance with all financial covenants on its 
Senior Secured Bank Credit Facility as of December 31, 2019. Based on the Company’s projections using 
current strip pricing and the execution of the Sixth Amendment and related covenant changes, Southern 
does not anticipate to be in any covenant violations for the next twelve months. Management forecasts 
may change materially based upon actual prices received during the year, changes in future strip pricing 
and its future business plan. This material uncertainty may cast significant doubt with respect to the ability 
of the Corporation to continue as a going concern. 
 

These financial statements do not reflect the adjustments and classifications of assets, liabilities, revenues 
and expenses which would be necessary if the Company were unable to continue as a going concern.  
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c) Use of Estimates 

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. 
 
Key areas where management has made judgements, estimates, and assumptions include: 
 

Decommissioning provision: The calculation of decommissioning provisions depends on estimates 
of current risk-free interest rates, future restoration and reclamation expenditures and the timing 
of these expenditures.  
Determination of Cash Generating Units (“CGUs”): The Company’s petroleum and natural gas 
assets are grouped into CGUs based on the ability of these assets to generate separately 
identifiable independent cash inflows. The classification of assets into CGUs requires significant 
judgement and interpretation. Management considers factors such as integration among assets, 
shared infrastructure, common sales points, geography and how management makes decision 
about the Company’s operations.  
Assessment of impairments or recovery of previous impairments: Management applies judgment 
in assessing the existence of indicators of impairment or impairment reversal based on various 
internal and external factors. The calculation of the recoverable amount of a CGU is based on 
market factors (including estimate future commodity prices) and estimates of reserves and 
resources. Reserve and resource estimates are based on: engineering data, estimated future 
commodity prices, expected future rates of production, and assumptions regarding the timing 
and amount of future expenditures. Changes in these judgments, estimates and assumptions can 
directly impact the calculated recoverable amount of a CGU and the recorded impairment loss or 
recovery.  
Measurement of right-of-use (“ROU”) assets and lease liabilities are subject to management’s 
judgment of the applicable incremental borrowing rate when the rate implicit in a lease is not 
readily determinable. Applicable incremental borrowing rates are based on management’s 
judgements of the economic environment, term, the underlying risk inherent to the asset (which 
may vary due to changes in the market conditions) and the expected lease term. 
 

d) Cash and Cash Equivalents 

Southern considers all highly liquid investments to be cash equivalents if they have original maturities of 
three months or less at the date of purchase. 
 
e) Business Combinations  

Southern uses the purchase method of accounting for acquisitions that meet the definition of a business 
under IFRS. The cost of an acquisition is measured as the fair value of assets given, equity instruments 
issued, and liabilities incurred or assumed at the date of exchange. Identifiable assets acquired and 
liabilities assumed in a business combination are measured initially at their fair values at the acquisition 
date. The excess of the cost of an acquisition over the fair value of the identifiable assets acquired net of 
liabilities assumed is recorded as goodwill. If the cost of an acquisition is less than the fair value of the net 
assets acquired, the difference is recognized in the statement of operations and comprehensive income.  
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As part of the assessment to determine if the acquisition constitutes a business, Southern may elect to 
apply the concentration test on a transaction by transaction basis. The test is met if substantially all of the 
fair value related to the gross assets acquired is concentered in a single identifiable asset (or group of 
similar assets) resulting in the acquisition not being deemed a business and recorded as an asset 
acquisition.  

f) Property, Plant and Equipment 

Exploration and evaluation assets - Pre-licence expenditures incurred before the Company has obtained 
legal rights to explore an area are expensed as exploration and evaluation expenditures. 
 
Exploration and evaluation assets may include the costs of acquiring licences, exploratory drilling, 
geological and geophysical activities, acquisition of mineral and surface rights and technical studies.  
Exploration and evaluation costs are capitalized as exploration and evaluation assets when the technical 
feasibility and commercial viability of extracting petroleum and natural gas reserves have yet to be 
determined. Exploration and evaluation assets are measured at cost and are not depleted or depreciated.  
Exploration and evaluation assets, net of any impairment loss, are transferred to property and equipment 
when proved and/or probable reserves are determined to exist. 
 
Property and equipment of the Company consists of development and production assets and office 
furniture and equipment. 
 
All costs directly associated with the development and production of petroleum and natural gas interests 
are capitalized by components (i.e. by well, area or combination thereof) within cash generating units and 
are measured at cost less accumulated depletion and depreciation and impairment losses. These costs 
include expenditures for areas where technical feasibility and commercial viability have been determined.  
These costs include property acquisitions with proved and/or probable reserves, development drilling, 
completion, gathering and infrastructure, decommissioning liabilities and transfers from exploration and 
evaluation assets. 
 
Gains or losses on disposal of assets are determined by comparing the proceeds from disposal with the 
carrying amount of the assets sold and are recognized separately in the statement of earnings.  
 
Depletion, depreciation and amortization – Capital assets are grouped into depletion units, which are 
groups of assets within a specific production area that have similar economic lives. Depletion units 
represent the lowest level of disaggregation for which costs are accumulated for the purposes of 
calculating depletion and depreciation.  
 
Petroleum and natural gas interests are depleted using the unit-of-production method by reference to 
the ratio of production in the period to the related proved and probable reserves, taking into account 
estimated future development costs. Production and reserves of natural gas are converted to equivalent 
barrels of crude petroleum on the basis of six thousand cubic feet of gas to one barrel of petroleum.  
Changes to estimates used in prior periods, such as proved and probable reserves, that affect the unit-of-
production calculations do not give rise to prior period adjustments and are dealt with on a prospective 
basis. 
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Well and production equipment and facilities are depleted using the unit-of-production method along 
with the related reserves when the assets have a life similar to the reserves of the related wells and little 
to no residual value. Where costs of facilities and equipment, including major components, are significant 
in relation to the total costs of the assets and have differing useful lives, they are depreciated separately 
on a straight-line basis over the estimated useful life of the facilities and equipment and other related 
components. 
 
Office furniture and equipment, referred to as corporate and other, are depreciated on a declining balance 
basis at a rate of 30% approximating their estimated useful lives. 
 
g) Impairment of non-financial assets 

The carrying amounts of the Company’s non-financial assets are reviewed for indicators of impairment at 
each reporting date. If indicators of impairment exist, the recoverable amount of the asset is estimated. 
 
For the purposes of assessing impairment, property and equipment are grouped into CGUs, defined as 
the lowest levels for which there are separately identifiable independent cash inflows. Any goodwill is 
allocated to the CGUs that are expected to benefit from the synergies of the business combination 
creating the goodwill. 
 
The recoverable amount of a CGU is the greater of its fair value less costs of disposal and its value in use.  
Fair value is determined to be the amount for which the asset could be sold in an arm’s length transaction 
between knowledgeable and willing parties. Fair value less estimated costs of disposal may be determined 
using discounted future net cash flows of proved and probable reserves using forecast prices and costs 
and including future development costs. These cash flows are discounted at an appropriate discount rate 
which would be applied by a market participant. Value in use is determined by estimating the present 
value of the future net cash flows to be derived from the continued use of the cash-generating unit in its 
present form. These cash flows are discounted at a rate based on the time value of money and risks 
specific to the CGU. 
 
An impairment loss is recognized if the carrying amount of an asset or its CGU exceeds its recoverable 
amount. An impairment loss recognized in respect of a CGU is allocated first to reduce the carrying amount 
of any goodwill allocated to the CGU and then to reduce the carrying amounts of the other assets in the 
CGU on a pro rata basis. Impairment losses are recognized in net profit or loss in the period determined. 
 
Exploration and evaluation assets are assessed for impairment when they are reclassified to property and 
equipment and if facts and circumstances suggest that the carrying amount exceeds the recoverable 
amount. Exploration and evaluation assets are tested for impairment separately. If, at any time, it is 
determined that the Company has no future exploration plans and commercial production cannot be 
achieved in relation to an area, the associated costs are written down to the estimated recoverable 
amount and the amount of the write-down is expensed. 
 
Impairment losses recognized in prior years are assessed at each reporting date for any indications that 
the loss has decreased or no longer exists. An impairment loss is reversed only to the extent that the 
asset’s carrying amount does not exceed the carrying amount that would have been determined, net of 
depletion and depreciation or amortization, as if no impairment loss had been recognized. A goodwill 
impairment loss is not reversed. 
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h) Lease obligations and right-of-use assets 

A contract is, or contains, a lease if the contract conveys the right to control the use of an identified asset 
for a period of time in exchange for consideration. At the lease commencement date, a lease obligation is 
recognized at the present value of future lease payments, typically using the applicable incremental 
borrowing rate. A corresponding ROU asset is recognized at the amount of the lease obligation. Short-
term leases and leases of low-value assets are not recognized on the balance sheets and lease payments 
are instead recognized in the financial statements as incurred.  

Payments are applied against the lease obligation and interest expense is recognized on the lease 
obligations using the effective interest rate method. Depreciation is recognized on the ROU asset over the 
lease term.  

i) Assets held for sale and discontinued operations 

Non-current assets, or disposal groups consisting of assets and liabilities, are classified as held for sale if 
their carrying amounts will be recovered through a sale transaction rather than through continuing use. 
This condition is met when the sale is highly probable and the asset is available for immediate sale in its 
present condition.  
 
Non-current assets classified as held for sale are tested for impairment prior to transfer and measured at 
the lower of the carrying amount and fair value less costs to sell, with impairments recognized in the profit 
or loss in the period measured. Non-current assets and disposal groups held for sale are presented in 
current assets and liabilities on the statement of financial position.  
 
Individual non-current assets or disposal groups are classified and presented as discontinued operations 
if the assets or disposal groups are disposed of or classified as held-for-sale.  
 
j) Decommissioning provisions 

Decommissioning provisions are recognized for decommissioning and restoration obligations associated 
with the Company’s exploration and evaluation assets and property and equipment. The best estimate of 
the expenditure required to settle the present obligation at the reporting date is recorded on a discounted 
basis using a pre-tax risk-free interest rate at each reporting date. The future cash flow estimates are 
adjusted to reflect the risks specific to the liability. The value of the obligation is added to the carrying 
amount of the associated asset and is depleted or amortized over the useful life of the asset. The provision 
is accreted over time through charges to finance expense. Changes in the future cash flow estimates 
resulting from revisions to the estimated timing, amount of undiscounted cash flows or the discount rate 
are recognized as changes in the decommissioning provision and related asset. Actual decommissioning 
expenditures, up to the recorded liability recorded at the time, are charged against the provision as the 
costs are incurred. 

 
k) Fair Value Measurement 

On initial recognition, financial instruments are measured at fair value. Measurement in subsequent 
periods depends on the classification of the financial instrument as described below: 
 

Fair value through profit or loss - Financial instruments under this classification include cash and 
cash equivalents and derivative assets and liabilities. 
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Amortized cost - Financial instruments under this classification include accounts receivable, 
accounts payable and accrued liabilities, and long-term debt.  

 
Southern utilizes oil and natural gas derivative contracts to mitigate its exposure to commodity price risk 
associated with future oil and natural gas production. Typical derivative contracts could consist of options, 
in the form of price floors, collars or three-way collars and fixed-price swaps.  

 
The company uses various methods, including the income approach and market approach, to determine 
the fair values of our financial instruments that are measured at fair value on a recurring basis, which 
depend on a number of factors, including the availability of observable market data over the contractual 
term of the underlying instrument. For some of our instruments, the fair value is calculated based on 
directly observable market data or data available for similar instruments in similar markets. For other 
instruments, the fair value may be calculated based on these inputs as well as other assumptions related 
to estimates of future settlements of these instruments. Financial instruments are separated into three 
levels (levels 1, 2 and 3) based on our assessment of the availability of observable market data and the 
significance of non-observable data used to determine the fair value of our instruments. The assessment 
of an instrument can change over time based on the maturity or liquidity of the instrument, which could 
result in a change in the classification of the instruments between levels. 

  
Each of these levels and our corresponding instruments classified by level are further described below: 

Level 1 Inputs— unadjusted quoted market prices in active markets for identical assets or liabilities.  
Level 2 Inputs—quotes which are derived principally from or corroborated by observable market data.  
Level 3 Inputs—unobservable inputs for the asset or liability, such as discounted cash flow models or 
valuations, based on various assumptions and future commodity prices. 

 
l) Convertible Debentures 

The Debentures are a non-derivative financial instrument that creates financial liability of the entity and 
grants an option to the holder of the instrument to convert it into common shares of the Company. The 
liability component of the Debentures is initially recorded at the fair value of a similar liability that does 
not have a conversion option. The equity component is recognized initially, net of deferred taxes, as the 
difference between gross proceeds and the fair value of the liability component. Transaction costs are 
allocated to the liability and equity components in proportion to the allocation of proceeds. Subsequent 
to initial recognition, the liability component of the Debentures is measured at amortized cost using the 
effective interest method and is accreted each period, such that the carrying value will equal the principal 
amount outstanding at maturity. The equity component is not re-measured. The carrying amounts of the 
liability and equity components of the Debentures are reclassified to shareholders’ capital on conversion 
to common shares.  

 
m) Revenue Recognition 

Revenue associated with sale of crude oil, natural gas and natural gas liquids is measured based on the 
consideration specified in contracts with customers. Revenue from contracts with customers is recognized 
when or as Southern satisfies a performance obligation by transferring a promised good or service to a 
customer. A good or service is transferred when the customer obtains control of that good or service. The 
transfer of control of oil, natural gas, natural gas liquids usually coincides with title passing to the customer 
and the customer taking physical possession. Southern principally satisfies its performance obligations at 
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a point in time and the amounts of revenue recognized relating to performance obligations satisfied over 
time are not significant.  

The revenue is typically collected the month following production. 
 
n) Foreign Currency Translation 

The Company’s consolidated financial statements are reported in Canadian dollars, which is the 
Company’s presentation currency. Transactions of the Company’s US subsidiaries are recorded in US 
dollars, as this is the primary economic environment in which these subsidiaries operate. The US 
subsidiaries have a US dollar functional currency. In translating the financial results from US dollars to 
Canadian dollars, the Company uses the following method: assets and liabilities are translated at the 
exchange rate in effect as at the date of the consolidated statement of financial position; revenues and 
expenses are translated at the rate effective at the time of the transaction or the average rate for the 
period; and changes in shareholders’ equity are translated at the rate effective at the time of the 
transaction. Unrealized gains and losses resulting from the translation to the Canadian dollar presentation 
currency are included in other comprehensive income. 
 
Transactions of the US subsidiaries that are denominated in a currency other than the US dollar are 
translated to the US dollar using the following method: monetary assets and liabilities are translated at 
the exchange rate in effect at the date of the consolidated statement of financial position; non-monetary 
assets and liabilities are translated at the exchange rate on the date such assets or liabilities are assumed; 
and revenues and expenses are translated at the average rate for the period. Realized gains and losses 
resulting therefrom are reflected in the statements of operations as foreign exchange gain or loss.  
 
o) Income Taxes  

Tax expense is comprised of current and deferred tax. Current tax expense is recognized in the statement 
of loss and comprehensive loss except to the extent that it relates to items recognized directly in equity 
or other comprehensive income (loss). 
 
Current tax is the expected tax payable on the taxable income for the year and any adjustments to tax 
payable in respect of previous years. 
 
Deferred tax is recognized using the liability method, providing for temporary differences between the 
carrying amounts of assets and liabilities and the amounts used for taxation purposes. Deferred tax 
liabilities are generally recognized for all taxable temporary differences. Deferred tax assets are generally 
recognized for all deductible temporary differences to the extent that it is probable that taxable profits 
will be available against which those deductible temporary differences can be utilized. 
 
Deferred tax is not recognized on the initial recognition of assets or liabilities in a transaction that is not a 
business combination. In addition, deferred tax is not recognized for taxable temporary differences arising 
on the initial recognition of goodwill. 
 
Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when 
they reverse, based on the laws that have been enacted or substantively enacted by the reporting date.  
Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset, and they relate 
to income taxes levied by the same taxation authority on the same taxable entity, or on different tax 
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entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets and 
liabilities will be realized simultaneously 

p) Commitments and Contingencies 

The Company could be subject to audits for various taxes (income, sales and use, and severance) in the 
various states in which it operates, and from time to time receive assessments for potential taxes that it 
may owe. Currently, Southern has no material assessments for potential taxes, legal contingencies or 
other potential claims. 

 
The Company could be subject to various possible contingencies that arise primarily from interpretation 
of federal and state laws and regulations affecting the oil and natural gas industry. Such contingencies 
include differing interpretations as to the prices at which oil and natural gas sales may be made, the prices 
at which royalty owners may be paid for production from their leases, environmental issues and other 
matters. Although Southern believes that it has complied with the various laws and regulations, 
administrative rulings and interpretations thereof, adjustments could be required as new interpretations 
and regulations are issued. In addition, production rates, marketing and environmental matters are 
subject to regulation by various federal and state agencies. 
 
Provisions are recognized by the Company when it has a legal or constructive obligation as a result of past 
events, it is probable that an outflow of economic resources will be required to settle the obligation and 
a reliable estimate can be made of the amount of that obligation. Provisions are stated at the present 
value of the expenditure expected to settle the obligation. The obligation is not recorded and is disclosed 
as a contingent liability if it is not probable that an outflow will be required, if the amount cannot be 
estimated reliably or if the existence of the outflow can only be confirmed by the occurrence of a future 
event. 

 
q) Share-based payments 

Southern accounts for share-based transactions using fair value and recognize compensation expense 
over the vesting period. The fair value of each option or common share purchase warrant award is 
estimated using an option valuation model with various assumptions based on various estimates and 
market conditions of the instrument. The assumptions include expected volatility, expected term of 
option, risk-free interest rate and dividend yield.  
 
r) Per Share Amounts 

Basic earnings per share is calculated by dividing the profit or loss attributable to common shareholders 
of the Company by the weighted average number of common shares outstanding during the period. 
Diluted earnings per share is determined by adjusting the profit or loss attributable to common 
shareholders and the weighted average number of common shares outstanding for the effects of dilutive 
instruments such as restricted and performance awards granted to employees.  
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3. Change in Accounting Policies:  
 
Adoption of Amendments to IFRS 3 "Business Combinations" – Definition of a Business (“IFRS 3”) 
 
Southern elected to early adopt the amendments to IFRS 3 effective January 1, 2019, which will be applied 
prospectively to acquisitions that occur on or after January 1, 2019. The amendments introduce an 
optional concentration test, narrow the definitions of a business and outputs, and clarify that an acquired 
set of activities and assets must include an input and a substantive process that together significantly 
contribute to the ability to create outputs. These amendments do not result in changes to the application 
of the acquisition method.  
 
Adoption of IFRS 16 — Leases (“IFRS 16”) 
 
On January 1, 2019, Southern adopted IFRS 16 “Leases” as issued by IASB. IFRS 16 requires the recognition 
of right-of-use asset and lease liability on the balance sheet for most leases, where the entity is acting as 
a lessee. For lessees applying IFRS 16, the dual classification model of leases as either operating leases or 
finance leases no longer exists, effectively treating all leases as finance leases.  
 
The Company used the modified retrospective approach on adoption of IFRS 16 including the following 
practical expedients permitted under the standard. Some of these expedients are on a lease-by-lease basis 
and others are applicable by class of underlying assets:  
 

 Account for leases with a remaining term of less than 12 months at January 1, 2019 as short-
term leases; 

 Account for lease payments as an expense and not recognize a right-of-use asset if the 
underlying asset is of a lower dollar value;  

 Apply a single discount rate to a portfolio of leases with similar characteristics; and  
 Recognize lease liabilities at the present value of the remaining lease payments, discounted 

using the interest rate implicit in the lease or the Company’s incremental borrowing rate as at 
January 1, 2019. The associated ROU assets will be measured at the amount equal to the lease 
liability on date of transition. 
 

As a result of the adoption of IFRS 16 as at January 1, 2019, Southern identified a ROU asset and lease 
liabilities relating to office space and recorded a current lease liability of $405 thousand and a long-term 
lease liability of $714 thousand with an associated Right-of-Use Asset of $1.1 million. The difference in 
operating lease commitments disclosed as at December 31, 2018 and lease liabilities recognised in the 
statement of financial position at January 1, 2019 is primarily due to the discounting of the future lease 
payments using Southern’s incremental borrowing rate.  
 
 
 
 
 
 
 

 

215



SOUTHERN ENERGY CORP.                                             
Notes to the Consolidated Financial Statements
Amounts in ($000s of Canadian Dollars), except for per share amounts  

17 
 

4. Business Combination  
 

On December 19, 2018, Southern acquired all of the limited partnership units of Gulf Pine Energy Partners, 
LP (“Gulf Pine”) for cash consideration of US$3.4 million ($4.6 million). The Gulf Pine assets consist of low 
decline production and high working interest in more than 59,000 net acres in Mississippi and Alabama. 
The Company has treated the transaction as a business combination and has accounted for it using the 
acquisition method to reflect the fair value of assets acquired and liabilities assumed. Financial 
performance from the assets acquired were included in the financial statements from the closing date of 
the transaction. The aggregate purchase price was allocated as follows: 
 

Consideration - $4,641 (US$3,425) Fair Value 
Property, plant and equipment $        33,334 
Cash 1,312 
Working capital (1) (5,987) 
Bank loan (20,713) 
Decommissioning provisions (3,305) 
Fair value of net assets acquired $          4,641 
(1) Working capital consists of accounts receivable, prepaid expenses or deposits, derivatives assets or liabilities and accounts 

payable.  
 

Following the acquisition, property and equipment and the decommissioning liabilities were increased by 
$2.3 million, reflecting the calculation of decommissioning liabilities using a risk-free discount rate. The 
credit adjusted discount rate was used to determine fair value. Had the acquisition occurred on January 
1, 2018, management estimates the following impact on the Statement of Consolidated Loss for the year 
ended December 31, 2018: 
 

 Year ended 
December 31, 2018 

Petroleum and natural gas sales, net $        17,015 
Production and operating expenses (9,538) 
Operating income $          7,477 
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5. Property, Plant and Equipment  
 

The following table presents the reconciliation of the beginning and ending amounts of our PP&E balances 
including accumulated depletion, depreciation, amortization and impairment: 

 

Oil and 
Natural Gas 

Assets Other Total 
Net book value as at December 31, 2017 $     2,609 $          - $       2,609 

Additions 1 - 1 
Acquired in Business Combination (Note 4) 33,334 - 33,334
Change in decommissioning provision (Note 6) 2,252 - 2,252 
Depletion, depreciation and amortization (469) - (469) 
Effect of foreign exchange rate changes 472 - 472 

Net book value as at December 31, 2018 38,199 - 38,199 
     Additions 1,590 4 1,594 
     Acquisitions, including decommissioning costs 21,559 - 21,559 

Dispositions  (1,953) - (1,953) 
Change in decommissioning provision (Note 6) 20 - 20 
Depletion, depreciation and amortization (5,396) - (5,397) 
Impairment (7,425) - (7,425) 
Effect of foreign exchange rate changes (2,290) - (2,290) 

Net book value as at December 31, 2019 $    44,304 $          4 $     44,308 

Depletion 

For the year ended December 31, 2019, the Company recorded depletion expense of $5.4 million 
(December 31, 2018 - $469 thousand). In the calculation of depletion expense at December 31, 2019, an 
estimated $36.7 million of future development costs associated with the proven plus probable reserves 
were included ($40.9 million for 2018).  
 
Asset Acquisition  
 
On June 14, 2019, Southern closed an acquisition with an arm’s length private company to acquire assets 
in the State of Mississippi for $21.6 million, including decommissioning costs associated with the acquired 
assets.   
 
Canadian Disposition  
 
On May 2, 2019, the Company closed the sale of all its remaining Canadian oil and natural gas assets for 
$0.5 million. 
 
At March 31, 2019, the Canadian assets were classified as held for sale and recorded at the lesser of their 
carrying amount and their fair value based on the observed selling price, less customary purchase price 
adjustments, resulting in an impairment of $725 thousand.  
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Impairment  

At the end of each reporting period, the Company performs an assessment to determine whether there 
are any indications of impairment for the CGUs that comprise oil and natural gas properties. During the 
year ended December 31, 2019, Southern viewed the deterioration of current and future natural gas 
prices as well as the reduction of Southern’s market capitalization below the net assets of the Company 
as indications of impairment. Southern estimated the recoverable amount of all CGUs at December 31, 
2019. Southern determined that the carrying value of the Central Mississippi (“CMS”) CGU exceeded its 
recoverable amount. A non-cash impairment charge of $6.7 million was recorded in the Consolidated 
Statements of Loss and Comprehensive Loss.  
 
The Company estimated the recoverable amounts as fair value less costs of disposal, using the net present 
value of the cash flows from proved developed producing oil and gas reserves of each CGU, and a 10% 
discount rate, based on reserves estimated by Southern’s independent reserves evaluator at December 
31, 2019.  
 
The following table details the forward pricing used in estimating the recoverable amounts of Southern’s 
CGUs at December 31, 2019: 
 

Period 
Ending 

West Texas 
Intermediate 

($US/bbl) 
Henry Hub 

($US/MMBtu) 
FX 

(USD/CAD) 
12-31-2020 60.25 2.57 0.760 
12-31-2021 63.11 2.79 0.768 
12-31-2022 66.02 2.99 0.784 
12-31-2023 67.64 3.15 0.789 
12-31-2024 69.16 3.22 0.789 
12-31-2025 70.69 3.29 0.789 
12-31-2026 72.25 3.35 0.789 
12-31-2027 73.77 3.43 0.789 
12-31-2028 75.25 3.49 0.789 
12-31-2029 76.76 3.56 0.789 
Thereafter, WTI and HH prices escalated 2 percent on January 1 
of each year and FX rates held constant at 0.789 

The fair value less costs of disposal values used to determine the recoverable amounts of Southern’s CGUs 
at December 31, 2019, were classified as Level 3 fair value measurements as certain key assumptions are 
not based on observable market data, but rather, Management’s best estimates. Refer to Note 2 
“Significant Accounting Policies” for information on fair value hierarchy classifications.  
 
Changes in any of the key judgements, such as a revision in reserves, changes in forecast commodity 
prices, foreign exchange rates, capital or operating costs would impact the estimated recoverable amount. 
As at December 31, 2019, a 1% increase in the assumed discount rate would reduce the estimated 
recoverable amount by $2.5 million while a 5% decrease change in commodity price forecasts would 
reduce the estimated recoverable amount by $4.8 million.  
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6. Right-of-Use Assets and Lease Liabilities  
 

Right-of-use Assets 
 
The following table presents the reconciliation of the beginning and ending amounts of our ROU balances 
including accumulated depreciation: 

 Total 
Carrying value as at January 1, 2019 (Note 3) $            1,119 

Depreciation (384) 
Carrying value as at December 31, 2019 $               735 

Lease Liabilities 

Southern had the following lease obligations outstanding as at the dates indicated: 

 Total 
As at January 1, 2019 (Note 3) $            1,119 

Interest expense 59 
Lease payments  (415) 

As at December 31, 2019 $               763 

At December 31, 2019, Southern had future commitments relating to lease liabilities as follows: 

 Total 
Less than 1 year $               418 
1 – 3 years 383 
Total undiscounted future lease payments $               801 
Amounts representing interest  (38) 
Present value of net lease payments $               763 
Less current portion of lease liabilities (382) 
Non-current portion of lease liabilities  $               381 

The Company has lease liabilities for contracts related to office space. The lease labilities were discounted 
using the Company’s incremental borrowing rate at January 1, 2019 of 6.0%.  
 
7. Decommissioning Provisions 
 
The Company’s decommissioning provisions result from its ownership interest in petroleum and natural 
gas assets including well sites, gathering systems and processing facilities. The total decommissioning 
provision is estimated based on the Company’s net ownership interest in all wells and facilities, estimated 
costs to reclaim and abandon these wells and facilities and the estimated timing of the costs to be incurred 
in future years. The total estimated, inflated undiscounted risked cash flows required to settle the 
provision, is approximately $6.2 million at December 31, 2019 (December 31, 2018 - $8.7 million), which 
have been discounted using a risk-free interest rate of 1.7% to 1.9% at December 31, 2019 (December 31, 
2018 – 2.2% to 2.7%). These obligations are to be settled based on the economic lives of the underlying 
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assets, which currently extend up to 50 years into the future and will be funded from general corporate 
resources at the time of abandonment. 
 
The following table presents the reconciliation of the beginning and ending aggregate carrying amounts 
of legal obligations associated with the retirement of property, plant and equipment: 
 

 Year ended December 31, 
 2019 2018 
Balance, beginning of year $              6,740 $               1,094 
     Acquired in Business Combination (Note 4) - 3,305 
     Acquisitions 210 - 
     Changes in estimates 20 2,252 
     Liabilities settled (23) (14) 
     Property disposal (1,420) - 
     Accretion expense 35  24  
     Effect of foreign exchange rate changes (286) 79 
Balance, end of year  $              5,276  $               6,740  
Long term liability  $              5,276  $               6,740  

8. Bank Debt  
 

Southern had the following obligations outstanding as at the dates indicated:  
 

 As at December 31, 
 2019 2018 
Current Portion Senior Secured Bank Credit Facility  $                       - $            21,009 
Long Term Portion Senior Secure Bank Credit Facility 18,183 - 
Total Bank Debt  $            18,183  $            21,009  

As at December 31, 2019, Southern Energy Corp. (Delaware) (“Southern Delaware”) one of the wholly 
owned subsidiaries of Southern continued to hold the existing Senior Secured Credit Facility (the “Credit 
Facility”). The Credit Facility is secured against the oil and gas properties of Southern. The borrowing base 
for the Credit Facility is reviewed semi-annually. Southern has the ability to request two additional 
redeterminations each year, at its sole election. Subsequent to December 31, 2019, as a result of the 
March 1, 2020 bank redetermination, Southern will enter into the Sixth Amendment. For additional 
details, see Note 2 - Going Concern.   
 
Interest on borrowings under the Credit Facility is determined by reference to the London Interbank 
Offered Rate (“LIBOR”) plus a margin that ranges from 2.50% to 3.50%, based on utilization. Southern 
pays a commitment fee of 0.50% on the undrawn borrowing base. For the year ending December 31, 
2019, the effective interest rate, excluding commitment and other fees, was 5.58% (December 31, 2018 
– 5.97%).   
 
On March 1, 2019, Southern Delaware entered into the third amendment (the “Third Amendment”) to 
Credit Facility. The Amendment included the assignment of the Credit Facility from Gulf Pine Energy, LP 
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to Southern Energy Corp. (Delaware), replacement of “GAAP” with “IFRS” with respect to the covenant 
calculations and a borrowing base reduction to US$12.5 million ($17.1 million).  
 
On June 14, 2019, Southern Delaware entered into a fourth amendment (the “Fourth Amendment”) to 
the Credit Facility. The Fourth Amendment included an increase to the borrowing base related to the 
closing of the Acquisition from US$12.5 million ($16.4 million) to US$17.0 million ($22.2 million), a 
quarterly borrowing base reduction beginning September 1, 2019 of US$0.9 million ($1.2 million) and 
amendments to the covenant calculations.  
 
On November 27, 2019, as part of the semi-annual borrowing base review, Southern Delaware entered 
into a fifth amendment (the “Fifth Amendment”) to the Credit Facility reducing the borrowing base to 
US$15.0 million ($19.9 million). Beginning January 1, 2020, the borrowing base will be reduced monthly 
by US$250 thousand until March 1, 2020. The February 1, 2021, maturity date of the Credit Facility 
remained the same with the execution of the Fifth Amendment. 
 
The covenants of the Company under the credit facility, calculated quarterly, include covenants which 
relate to a maximum leverage ratio of 3.5 to 1.0 (Debt / Bank EBITDAX), interest coverage ratio of at least 
3.0 to 1.0 (Bank EBITDAX / Cash Interest) and minimum current ratio of 1.0 to 1.0 (Current Assets / Current 
Liabilities). 
 
As part of the Fourth Amendment, for the test period ending December 31, 2019, Bank EBITDAX and Cash 
Interest was annualized by taking the results of the two fiscal quarters ending December 31, 2019 and 
multiplying them by two. For the test period of March 31, 2020, Bank EBITDAX and Cash Interest will be 
annualized by taking the results of the three fiscal quarters ending March 31, 2020 and multiplying them 
by four and dividing them by three.  
 
As part of the Fifth Amendment, the current ratio covenant calculation, beginning with the test period 
ending December 31, 2019 and ending with the test period of December 31, 2020, will exclude royalty 
suspense balances that are at least one year old, as at the test period date (See Note 14 - Royalties Payable 
for additional information).  
 
As at December 31, 2019, the Credit Facility was subject to the following financial covenants, calculated 
quarterly: 
 

  As at December 31, 
Financial covenant Limit 2019 2018 
Leverage ratio (Debt / Bank EBITDAX) Maximum 3.5 3.3 4.1 
Interest coverage ratio (Bank EBITDAX / Cash Interest) Minimum 3.0 4.9 4.2 
Current ratio (Current Assets / Current Liabilities)  Minimum 1.0 1.4 2.1 

The financial covenants include financial measures defined within the Credit Facility that are not defined 
under IFRS. These financial measures are defined by the Credit Facility as follows: 

Debt includes only the Credit Facility drawings at the period end 
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Bank EBITDAX is defined as Earnings before Interest, Taxes, Depreciation, Depletion, 
Amortization, Exploration Expenses and other non-cash charges such as, Impairment, Unrealized 
(gain) / loss on derivatives, Stock-based compensation and Foreign exchange (gain) / loss 
Current Assets is calculated by taking the total current assets from the consolidated statement of 
financial position less the current derivative asset and adding the unused portion of the available 
Credit Facility 
Current Liabilities is calculated by taking the total current liabilities from the consolidated 
statement of financial position less the current derivative liability, the current portion of the lease 
liability, royalties payable balances greater than one year and the current bank debt.  
 

As at December 31, 2019, the Company was in compliance with the above covenants. As at December 31, 
2018, the Company was not in compliance with the leverage ratio covenant of the Credit Facility. As such, 
all outstanding debt as at December 31, 2018 was classified under current liabilities. The Company has 
obtained written waivers for non-compliance for the period ended December 31, 2018.  
 
As at December 31, 2019, the borrowing base was US$15.0 million ($19.5 million) and Southern had 
US$14.0 million ($18.2 million) drawn. As at December 31, 2018, the borrowing base was US$16.0 million 
($21.8 million) and Southern had US$15.4 million ($21.0 million) drawn.  
 
9. Convertible Debentures  

 
 Number of 

Convertible 
Debentures

Liability 
Component 

($000s) 

Equity 
Component 

($000s) 
Balance at December 31, 2018 - $                - $                - 
Issuance of convertible debentures 8,069 7,099 970 
   Issue costs - (692) (95) 
   Deferred income tax liability - - (210) 
   Accretion of discount - 241 - 
Balance at December 31, 2019 8,069 $       6,648 $           665 

On June 14, 2019, Southern closed the sale of 8,069 Debentures at a price of $1,000 per Debenture. The 
Debentures will mature and be repayable on June 30, 2022 (the “Maturity Date”) and accrue interest at 
the rate of 8.00% per annum payable semi-annually in arrears on December 31 and June 30 of each year 
(each an “Interest Payment Date”), with the first such payment made in cash on December 31, 2019. At 
the Company’s election, interest on the Debentures, on the date it is payable can be settled a) in cash; b) 
by delivering freely tradeable, treasury common shares (“Shares”) of the Company to a trustee for sale, 
in which event holders of the Debentures will be entitled to receive a cash payment equal to the interest 
payable from the proceeds of the sale of such Shares; or c) any combination of a) and b) above. At the 
holder’s option, the Debentures are convertible into Common Shares at any time prior to the close of 
business on the earlier of the business day immediately preceding (i) the Maturity Date, or (ii) if called for 
redemption, the date specified for redemption by the Company, at a conversion price of $0.125 per 
Common Share, subject to adjustment in certain events. This represents a conversion rate of 
approximately 8,000 Common Shares for each $1,000 principal amount of Debentures, subject to the 
operation of certain anti-dilution provisions contained in the indenture governing the Debentures. 
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Holders who convert their Debentures will receive accrued and unpaid interest for the period from the 
date of the last Interest Payment Date prior to the date of conversion to the date of conversion.  

The Debentures are direct, subordinated unsecured obligations of the Company, subordinated to any 
senior indebtedness of the Company, including the Credit Facility, and ranking equally with one another 
and with all other existing and future subordinated unsecured indebtedness of the Company to the extent 
subordinated on the same terms. 
 
The Debentures will not be redeemable by the Company prior to June 30, 2020. On or after June 30, 2020 
and prior to June 30, 2021, the Debentures will be redeemable by the Company, in whole or in part, from 
time to time, on not more than 60 days and not less than 30 days prior notice at a redemption price equal 
to 105% of their principal amount plus accrued and unpaid interest, if any. On or after June 30, 2021 and 
prior to the Maturity Date, the Debentures will be redeemable by the Company, in whole or in part, from 
time to time, on not more than 60 days and not less than 30 days prior notice at a redemption price equal 
to 102.5% of their principal amount plus accrued and unpaid interest, if any. The securities issued and sold 
in the Debenture Financing will be subject to a four month hold period under applicable securities 
legislation. 
 
The liability component of the Debentures was initially recognized at the fair value of a similar liability 
which does not contain an equity conversion option, based on a market interest rate of 12.8%. The 
difference between the $8.1 million principal amount of the Debentures and the fair value of the liability 
component was recognized in Shareholder’s equity, net of deferred income taxes. Total transaction costs 
directly attributable to the offering of $0.8 million were allocated proportionately to the liability and 
equity components of the Debentures.  
 
Accretion of the liability component and accrued interest payable on the Debentures are included in 
financing expense in the Consolidated Statements of Loss and Comprehensive Loss.  
 
The fair value of the convertible debentures at December 31, 2019 was $8.1 million.  
 
10. Shareholders’ Equity 
 
Share capital 
 
The authorized share capital of the Company consists of an unlimited number of voting common shares 
and an unlimited number of preferred shares.  

On December 31, 2018, the company completed a consolidation of the Common Shares on the basis of 
one post-consolidated Common Share for every 5 pre-consolidated Common Shares. These consolidated 
financial statements and all information related to issued and outstanding common shares, stock options 
and warrants, have been restated to reflect the share consolidation for all periods present.  
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The following table reflects the Company’s outstanding common shares at December 31, 2019 and 2018: 
 

 
Number of 

Shares 
Share 

Capital 
Balance as at December 31, 2018 204,356,973 $   33,860, 
   Issuance of common shares by rights offering, net of issue costs 19,413,306 1,881, 
   Redemption of common shares from private placement (3,000,000) (300) 
Balance as at December 31, 2019 220,770,279 $   35,441, 

On December 19, 2018, Southern completed a non-brokered private placement of 122,190,000 common 
shares of the Company (the “Common Shares”) at a price of $0.10 per Common Share and 57,920,000 
units of the Company (the “Recap Units”) at a price of $0.10 per Recap Unit, for aggregate gross proceeds 
of $18.0 million (the “Private Placement”). Each Recap Unit is comprised of one Common Share and one 
performance-based Common Share purchase warrant (a “Recap Warrant”).   
 
On January 23, 2020, 3,000,000 of the Common Shares subscribed to in the Private Placement were 
redeemed by the Company. At December 31, 2019, Southern has reflected the redemption within 
shareholder’s equity.  
 
Warrants  
 
The Company issued 57,920,000 Recap Warrants in conjunction with the December 19, 2018 Private 
Placement. The Recap Warrants vest and become exercisable as to one-third upon the 20-day volume 
weighted average trading price of the Common Shares (the “Market Price”) equaling or exceeding $0.15, 
an additional one-third upon the Market Price equaling or exceeding $0.20 and a final one-third upon the 
Market Price equaling or exceeding $0.25. In addition, in the event the Market Price equals or exceeds 
$0.40, each Recap Warrant shall be exercisable for 1.5 Common Shares, provided that, at the time of 
exercise in respect of the additional 0.5 of a Common Share per Recap Warrant, the Common Shares are 
listed on the facilities of a recognized stock exchange (other than the TSXV), the Common Shares are 
acquired for cash or for the securities of a company listed on a recognized stock exchange (other than the 
TSXV). As at December 31, 2019, 19,306,667 Recap Warrants had vested as the Market Price had exceeded 
$0.15.   
 
In 2018, Southern recognized $1.2 million of share-based compensation expense relating to the warrants.  
 
Rights Offering  
 
On June 7, 2019, the Company closed the previously announced Rights Offering (the “Rights Offering”). 
Under the Rights Offering, Shareholders subscribed for and purchased an aggregate of 19,413,306 
Common Shares at a price of $0.10 per Common Share, resulting in approximately $1.9 million of proceeds 
to the Company, net of issuance costs.   
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Stock Option Plan 

Under the Company’s share option plan, the Company may grant options to its directors, officers, 
employees and consultant up to a maximum of 10% of the issued and outstanding common shares at the 
time of the grant, with a maximum of 5% of the Company’s issued and outstanding shares reserved for 
any one person on a yearly basis. The maximum option term is 10 years from the grant date with vesting 
terms set at the discretion of the board of directors.  
 
On June 20, 2019, pursuant to the Company’s Stock Option Plan, Southern granted 19,400,000 stock 
options to purchase common shares of the Company (“Options”) to directors, officers and employees of 
Southern. The Options expire in five years from the date of grant and are exercisable at a price of $0.10 
per common share. The Options vest in equal instalments annually over three years from the date of 
grant.  
 

 Number of stock 
options 

Weighted average 
exercise price 

Balance at December 31, 2018 - $               - 
Granted 19,400,000         0.10 
Balance at December 31, 2019 19,400,000 $        0.10 

 Outstanding and Exercisable 

Exercise price 
Number of stock 

options 
Weighted average 

remaining life (years) 
$      0.10 19,400,000 4.5 
$      0.10 19,400,000 4.5 

Southern recognized $212 thousand of share-based compensation expense relating to stock options 
during 2019 ($nil in 2018). The fair value of the stock option grant was estimated on the date of grant 
using the Black-Scholes pricing model with the following assumptions: 

   2019 
Risk free interest rate 1.48%   
Expected volatility 45%   
Expected life 5.0 years 
Dividend yield  nil 
Expected forfeiture rate 10% 
Stock price on grant date $0.095 
Fair value per option  $0.034 
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11. Loss Per Share  
 

The following table presents the Company’s net (loss) earnings per share: 

 Year ended December 31, 
    2019 2018’ 
Net (loss) earnings from:   
   Continuing operations $  (10,896) $     (2,160) 
   Discontinued operations 23 (535) 
   Net loss  $  (10,873) $     (2,695) 
  
Basic and diluted – weighted average number of shares 215,207,150 30,168,398
  
Basic and diluted (loss) earnings per share from:  
   Continuing operations $       (0.05) $       (0.07) 
   Discontinued operations 0.00’ (0.02) 
   Net loss per share $       (0.05) $       (0.09) 

The calculation of diluted loss per share for the year ended December 31, 2019 and 2018 excludes the 
effect of all outstanding share options and warrants as they are anti-dilutive.  

 
12. Income Taxes  

 
The provision for income taxes recorded in the financial statements varies from the amount that would 
be computed by applying the Canadian statutory income tax rate of 26.5% as a result of the following: 
 

 Year ended December 31, 
 2019 2018 
Net (loss) before tax $   (11,083) $   (2,695) 
Statutory income tax rate 26.5% 27.0% 
Expected income tax (recovery) (2,937) (728) 
   
Effect on income tax of:   
   Tax rate changes – opening balance 804 - 
   Tax rate changes – current year movement (334) - 
   Unrecognized deferred tax asset 1,705 309 
   Prior year true-up adjustment 193 (56) 
   Issuance of convertible debentures (210) - 

Adjustment for foreign tax rates 520 16
   Non-deductible items 112 459 
   Other (63) - 
Deferred tax recovery $               (210) $              - 
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The components of the Company’s unrecognized deferred tax assets (liabilities) are as follows: 
 

 Year ended December 31, 
 2019 2018 
Property and equipment and exploration $       8,291 $       3,780 
ROU asset (735) - 
Decommissioning provisions 98 1,099 
Unamortized share issuance costs 879 332 
Lease obligation 763 - 
Convertible debenture – debt portion (693) - 
Convertible debenture – equity portion (95) - 
Eligible capital expenditure - - 
Non-capital losses 21,624 15,694 
Total $     30,132 $     20,905 

Non-capital tax losses of approximately $15.7 million at December 31, 2019 (December 31, 2018 - $14.9 
million) will expire in future years ranging from 2027 – 2039. US net operating losses of approximately 
$6.6 million at December 31, 2019 (approximately $6.0 million at December 31, 2018) can be carried 
forward unlimited years.  
 
13. Financial Instruments and Financial Risk Management 
 
Financial Derivative Contracts 
 
Southern utilizes oil and natural gas derivative contracts to mitigate its exposure to commodity price risk 
associated with future oil and natural gas production. Typical derivative contracts could consist of options, 
in the form of price floors, collars or three-way collars and fixed-price swaps. The derivative financial 
instruments are recorded on the Consolidated Statement of Financial Position as either an asset or a 
liability measured at fair value. Southern does not apply hedge accounting to its commodity derivative 
contracts; accordingly, changes in the fair value of these instruments are recognized in the Consolidated 
Statement of Loss and Comprehensive Loss in the period of change.  
 
Southern had the following commodity derivative contracts in place as at December 31, 2019:  
 
Natural Gas                                                                                Volume                                                  Pricing (US$) 
Fixed Price Swap 
January 1, 2020 – March 31, 2020                           1,000 MMBtu/d                    NYMEX – HH $2.700/MMBtu 
January 1, 2020 – December 31, 2020                    1,000 MMBtu/d                    NYMEX – HH $2.600/MMBtu 
January 1, 2020 – December 31, 2020                    1,500 MMBtu/d                    NYMEX – HH $2.748/MMBtu 
January 1, 2020 – December 31, 2020                    2,000 MMBtu/d                    NYMEX – HH $2.575/MMBtu 
January 1, 2021 – December 31, 2021                    1,500 MMBtu/d                     NYMEX – HH $2.575/MMBtu 
 
Crude Oil                                                                                     Volume                                                  Pricing (US$) 
Fixed Price Swap 
January 1, 2020 – December 31, 2020                                50 Bbl/d                                             WTI $55.25/Bbl 
January 1, 2020 – December 31, 2020                                25 Bbl/d                                             WTI $56.45/Bbl 
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Hedging update 
 
Subsequent to December 31, 2019, Southern entered into the following commodity derivative contracts: 
 
Natural Gas                                                                                Volume                                                  Pricing (US$) 
Fixed Price Swap 
February 1, 2020 – December 31, 2020                  1,500 MMBtu/d                      NYMEX – HH $2.253/MMBtu 
January 1, 2021 – December 31, 2021                   3,600 MMBtu/d                     NYMEX – HH $2.402/MMBtu 
 
Crude Oil                                                                                     Volume                                                  Pricing (US$) 
Fixed Price Swap 
May 1, 2020 – December 31, 2020                                      75 Bbl/d                                             WTI $26.11/Bbl 
 
On April 27, 2020, Southern entered a buy-back swap for 75 Bbl/d of oil where Southern will pay a fixed 
price of WTI US$26.11/Bbl. This transaction enables Southern to lock in a hedge gain of US$543 thousand 
for the remainder of 2020 on the two oil fixed price swaps above.  

Financial Derivative Contracts Financial Statement Recognition 

The Company’s financial instruments that were accounted for at fair value as of December 31, 2019 and 
2018 are presented below. The classification within the fair value hierarchy for these financial instruments 
is Level 2.  

 Year ended December 31, 
Comprised of: 2019 2018 
    Current derivative asset $         819 $         332 
    Current derivative liability (105) (166) 
    Non-current derivative asset 120 20 
    Non-current derivative liability (14) (51) 
Net fair value of contracts, end of year $         820 $         135 

Below is a reconciliation of the (gain) loss on derivatives from the Consolidated Statements of Loss and 
Comprehensive Loss: 

 Year ended December 31, 
 2019 2018 
Realized (gain) loss on derivatives $        (319) $ 111
Unrealized gain on derivatives  (705)   (436)   
Gain on derivative instruments  $    (1,024)  $       (325) 

Credit Risk 

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial 
instrument fails to meet its contractual obligations.  
 
The carrying amount of the Company’s cash and cash equivalents and accounts receivable and the positive 
fair value of any financial derivatives represent the maximum credit exposure.  
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Cash and cash equivalents 
 
The Company manages the credit exposure related to cash and cash equivalents by selecting financial 
institutions with high credit ratings and monitors all short-term deposits to ensure an adequate rate of 
return. Given these credit ratings, management does not expect any counterparty to fail to meet its 
obligations. 
 
Accounts receivable and other 
 
Substantially all of the Company’s accounts receivable are due from purchasers of the Company’s 
petroleum and natural gas production, joint interest partners and government agencies, and are subject 
to normal industry credit risk. 
 
Significant changes in industry conditions and risks that negatively impact partners' ability to generate 
cash flow will increase the risk of not collecting receivables. Management of the Company believes the 
risk is mitigated by the size and reputation of the companies to which they extend credit.   
 
Southern had no provision for doubtful accounts as at December 31, 2019 or 2018. During the year ended 
December 31, 2019, four third party purchasers each marketed more than 10% of the Company’s oil and 
natural gas revenue. 
 

 Year ended December 31, 
 2019 2018 
Subscription receipts held in trust $                   -   $           7,106   
Accrued receivables            2,031           5,507 
Accounts receivable – joint venture                         368                         1,131 
Total accounts receivable and other  $          2,399  $         13,744 

   
0 to 30 days   $          2,146  $         13,374 
31 to 60 days                         33                         43 
61 to 90 days 17 18 
Greater than 90 days 203 309 
Total accounts receivable  $          2,399  $         13,744 

Liquidity Risk  
 
Liquidity risk arises through excess financial obligations due over available financial assets at any point in 
time. The Company’s objective in managing liquidity risk is to maintain sufficient capital in order to meet 
its current and future liquidity requirements. The financial liabilities in the statement of financial position 
consist of accounts payable, royalties payable, lease liabilities, financial derivative liabilities, convertible 
debentures and the senior secured credit facility. Strategies to manage liquidity include, having adequate 
sources of financing available through its Credit Facilities, estimating future cash flows generated from 
operations based on reasonable production and pricing assumptions, adding additional commodity 
derivative contracts, reducing capital spending and utilizing equity to settle interest payments on 
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Convertible Debentures. Southern may also consider sale of non-core oil and gas assets along with 
alternative sources of financing.  
 
The Company has the following financial liabilities: 
 

 Year ended December 31, 
 2019 2018 
Accrued payables   $            1,782  $            1,504 
Accounts payables – trade 868 1,481 
Royalties payables  5,589 5,067 
Convertible debentures (face value) 8,069 - 
Bank loan 18,183 21,009 
Total   $         34,491   $         29,061  

Market Risk 

Market risk is the risk that changes in market prices relating to currency, commodity prices and interest 
rates will affect the Company’s net earnings, future cash flows, the value of financial instruments, or the 
fair value of its asset and liabilities. The object of market risk management is to manage and control 
market risk exposure within acceptable parameters.  
 
To partially mitigate exposure to commodity price risk, Southern entered into various financial derivative 
instruments. The instruments currently outstanding are described above. As at December 31, 2019, 
Southern has not entered any foreign exchange derivative contracts or fixed interest rate contracts. As at 
December 31, 2019, a 10% change in future commodity prices applied against these contracts would have 
a $0.9 million impact on net income.   
 
Interest rate risk is the risk that future cash flows will fluctuate as a result of changes in interest rates. The 
Company’s interest rate risk arises from its floating rate Credit Facility. For the year ended December 31, 
2019, the Company did not enter any interest rate derivative contracts. The impact of a 1% increase in 
the interest rate associated with the Credit Facility would increase net loss by approximately $0.2 million. 
 
14. Royalties Payable 
 
As at December 31, 2019, Southern had $5.6 million ($5.1 million at December 31, 2018) of non-interest 
bearing royalty payables related to unresolved title or ownership issues not expected to be settled within 
the operating cycle unless claimants demand repayment and provide proof of ownership. $0.8 million of 
this liability was acquired as a part of the Acquisition that closed on June 14, 2019. The royalty payable 
account is made up of balances due to approximately 5,000 royalty holders with over 96% of the balances 
outstanding for greater than 120 days. The royalty holders have deficiencies with their accounts that 
precludes Southern from making payments. For the calculation of the Current Ratio covenant as at 
December 31, 2019, Southern removed $5.1 million in royalty liabilities as they pertain to balances prior 
to December 31, 2018.  
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15. Oil and Natural Gas Sales 

Southern sells its production pursuant to variable price contracts. The transaction price for variable priced 
contracts is based on the commodity price, adjusted for the quality, location and other factors, whereby 
each component of the pricing formula can be either fixed or variable, depending on the contract terms. 
Under the contract, Southern is required to deliver a fixed or variable volume of crude oil, natural gas 
liquids or natural gas to the contract counterparty. Revenue is recognized when a unit of production is 
delivered to the contract counterparty. The amount of revenue recognized is based on the agreed 
transaction price. Revenues are typically collected in the month following production.  
 
The following table presents Southern’s oil and natural gas sales disaggregated by revenue source:  
 
 

 Year ended December 31, 
Commodity sales from production, by product 2019 2018 
     Crude oil  $         5,356  $           173 
     Natural gas liquids                         499                         17 
     Natural gas 13,274 616 
Total Oil and Natural Gas Sales  $      19,129  $          806 

16. Financing 
 
The following table presents a breakdown of Southern’s financing expenses:  

Year ended December 31, 
 2019, 2018, 
     Bank debt interest  $         981,  $           40, 
     Convertible debentures interest                         355,                         -, 
     Accretion of convertible debentures 241, -, 
     Accretion of decommissioning obligations (Note 7) 29, 5, 
     Interest on lease obligations (Note 6) 59, -, 
Total Financing Expenses  $      1,665,  $           45, 
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17. Supplemental Cash Flow Information 
 
The changes in non-cash working capital was comprised of the following: 
  

 Year ended December 31, 
 2019 2018 
Changes in:   
     Accounts receivable and other  $       11,345 $      (13,646) 
     Deposits and prepaid expenses (71) (176) 
     Accounts payables  (335) 2,741, 
     Royalties payable 522 5,067, 
Working capital assumed in acquisitions - (5,689) 
Foreign exchange 94 (47) 
Changes in non-cash working capital  $       11,555  $      (11,750) 
   
   
Related to:   
     Operating activities $           (269) $            (174) 
     Investing activities 152 (7) 
     Financing activities 11,672 (11,569) 
  $       11,555  $      (11,750) 
   
Interest paid $         1,334 $               40, 
Income taxes paid $                  - $                  -, 

18. Capital Risk Management 

The current challenging economic climate, due to the COVID-19 pandemic and volatile commodity prices, 
may lead to further adverse changes in cash flows, working capital levels and debt balances, which may 
also have a direct impact on the Company’s operating result and financial position. These and other 
factors may adversely affect the Company’s liquidity and the Company’s ability to generate income and 
cash flows in the future. While it is too early to know all of the impacts of the COVID-19 pandemic, 
Southern has taken a cautionary approach to future expenditures in order to ensure capital preservation.  
 
The Company's officers are responsible for managing the Company's capital and do so through quarterly 
meetings and regular reviews of financial information. The Company's directors are responsible for 
overseeing this process. The Company considers its capital structure to include working capital. 
 
The Company monitors its capital based on projected cash flow from operations and anticipated capital 
expenditures. In order to manage its capital structure, the Company prepares annual capital expenditure 
and operating budgets, which are updated as necessary. The annual and updated budgets are prepared 
by the Company’s management and approved by or reviewed with the Company’s Board of Directors.  The 
budget results are regularly reviewed and updated as required. 
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In order to maintain or adjust the capital structure, the Company may issue shares, seek debt financing 
and adjust its capital spending to manage its current and projected capital structure. The Company's 
ability to raise additional debt or equity financing is impacted by external conditions, including future 
commodity prices and global economic conditions. The Company continually monitors business 
conditions including changes in economic conditions, the risk of its drilling programs, forecasted 
commodity prices, and potential corporate or asset acquisitions. 
 
19. Related Party Disclosures 
 
There were no related party transactions in 2019. In 2018, Southern paid professional fees of $86 
thousand to a firm of which a previous officer and director of the Company is a partner and are included 
in transaction costs.  
 
Key management personnel 
 
Southern has determined that the key management personnel of Southern consists of its executive 
officers and directors. The following table summarizes the compensation of directors and other members 
of key management personnel during the years ended December 31, 2019 and 2018: 
 

Year ended December 31, 
 2019 2018 
Short-term benefits  $      1,375  $         438 
Long-term benefits  168 589 
Total $      1,543 $      1,027 

Short-term benefits are comprised of salaries and director fees, annual bonuses and other benefits. Long-
term benefits include share-based compensation expense from share awards under Southern’s long-term 
incentive plans. In 2018, the short-term benefits amount includes $401 thousand from Southern’s 
executive officers and directors prior to the Recapitalization transaction on December 19, 2018. 
 
20. Commitments and Contingencies 
 
On January 1, 2019, Southern adopted IFRS 16 which resulted in the recognition of lease liabilities related 
to operating leases on the balance sheet some of which were previously reported as commitments. See 
Note 3 – Changes in Accounting Policies for additional information on Southern’s lease liabilities as at 
January 1, 2019.  
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21. Discontinued Operations 
 
On May 2, 2019, Southern disposed of all of its Canadian oil and natural gas assets for $0.5 million. The 
results of operations from the Canadian segment have been reported as a discontinued operation.  

Results of Discontinued Operations 

 Year ended December 31, 
 2019 2018 
Revenues   
Petroleum and natural gas revenue  $       334  $        840 
Royalties (54) (158) 
 280 682 
Expenses   
Production and operating  42                247  
Transportation 19  47  
Exploration evaluation 1 86 
Depletion, depreciation and amortization  39  342 
Finance 6 8 
General and administrative  150  487 

257 1,217
   
Net earnings (loss) from discontinued operations $         23 $       (535) 

Cash Flows from Discontinued Operations 

 Year ended December 31, 
 2019 2018 
Cash from (used) operating activities $         14 $        (102) 
Cash from investing activities 484 - 
Cash from financing activities - - 
Net Cash Flows $       498 $        (102) 
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PART 5  

ADDITIONAL INFORMATION 

 

1. Responsibility Statements 
1.1 The Company, the Directors and the Proposed Director, whose names appear on page 11 of this 

document, accept responsibility, both individually and collectively, for the information contained in 
this document and for compliance with the AIM Rules. To the best of the knowledge and belief of the 
Company, the Directors and the Proposed Director (who have taken all reasonable care to ensure 
that such is the case) the information contained in this document is in accordance with the facts and 
does not omit anything likely to affect the import of such information. 

1.2 NSAI accepts responsibility for the Competent Person’s Report set out in Part 3 of this document. 
To the best of the knowledge and belief of NSAI (which has taken all reasonable care to ensure that 
such is the case), the information contained in the Competent Person’s Report is in accordance with 
the facts and contains no omissions likely to affect the import of such information. 

2. Company and Group history 
 

2.1 On 19 December 2018, the Company completed: (i) the appointment of the current management 
team and Directors, replacing the previous Board and management team of the Company; and (ii) a 
non-brokered private placement of 57,920,000 units of the Company (each, a “2018 Unit”) and 
122,190,000 Common Shares at a price of C$0.10 per 2018 Unit or Common Share, as applicable, 
for aggregate gross proceeds of C$18,011,000 (the “2018 Private Placement”), with each 2018 Unit 
comprised of one Common Share and one 2018 Warrant (collectively, the “Reorganization”). The 
terms of the Reorganization are documented in a reorganisation and investment agreement dated  
12 November 2018 (the “Reorganization and Investment Agreement”), which is governed by the laws 
of the province of Alberta. Prior to the Reorganization, the Company carried on the business of a 
junior Canadian oil and gas company, and prior thereto, the business of a junior Canadian mining 
and exploration company. The Company’s history prior to the Reorganization is as follows: 

 

(a) The Company was incorporated as 7015321 Canada Limited pursuant to the provisions of 
the CBCA on 22 July 2008. The Company was incorporated with an unlimited life. 

(b) On 15 August 2008 the name of the Company was changed to “MAX Minerals Ltd.”. 

(c) On 6 April 2009, Hathor Exploration Ltd. (“Hathor”), then the sole shareholder of the Company, 
completed a plan of arrangement under the CBCA whereby: (a) Hathor reorganized its share 
capital; (b) Hathor transferred certain gold and silver properties situated in the Eskay Creek 
region of northwestern British Columbia to the Company (the “Eskay Claims”); and 
(c) shareholders of Hathor received shares in the Company on the basis of one Common Share 
for each ten shares of Hathor, resulting in the Company becoming a reporting issuer in the 
Provinces with the Common Shares trading on the TSXV. 

(d) On 6 July 2010, the Company acquired all of the issued and outstanding shares of Varenna 
Energy Ltd. (“Varenna”) in exchange for 11,331,750 Common Shares, changing the direction 
and focus of the Company towards being an oil and gas company and away from being a 
mining venture. Varenna amalgamated with a predecessor of the Company on 31 March 2011. 
On 8 October 2010, the name of the Company was changed to “Standard Exploration Ltd.”. 

(e) On 20 December 2010, the Company sold the Eskay Claims. 

(f) On 22 October 2012, the Company acquired all of the issued and outstanding common shares 
of Canadian Energy Exploration Inc. (“Canadian Energy”) in exchange for 17,978,619 Common 
Shares. Canadian Energy amalgamated with 1696813 Alberta Ltd. and was continued out of 
the provincial jurisdiction of Alberta under the ABCA to the federal jurisdiction of Canada under 
the CBCA as 8385955 Canada Ltd. (“8385955”) on 21 December 2012. On 1 January 2013, 
8385955 amalgamated with a predecessor of the Company. 

A1, 1.1 
A1, 1.2 
A1, 18.1.1
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(g) On 1 October 2013, the Company acquired all of the issued and outstanding shares of Penco 
Oil and Gas Ltd. (“Penco”) in exchange for 6,153,947 Common Shares. Penco amalgamated 
under the ABCA with a predecessor of the Company on 1 October 2013. 

(h) On 23 December 2014, the Company completed a non-brokered private placement of 
32,450,000 Common Shares issued on a flow through basis at a price of C$0.05 per Common 
Share for aggregate gross proceeds of C$1,622,500. 

(i) On 7 April 2017, the Company completed a disposition of certain oil and gas assets at 
Claresholm, Alberta to a private company for net cash proceeds net of selling costs of 
C$370,500. 

2.2 On 19 December 2018, immediately following the Reorganization, the Company closed its acquisition 
of all of the issued and outstanding securities of Gulf Pine Energy Partners, LP (“Gulf Pine LP”) and 
Gulf Pine Energy Partners GP, LLC (“Gulf Pine GP”) for aggregate cash consideration of 
US$3,425,100 (the “Gulf Pine Acquisition”). The terms of the Gulf Pine Acquisition are documented 
in an equity purchase and sale agreement dated 12 November 2018 (the “Gulf Pine Acquisition  
Agreement”), which is governed by the laws of the province of Alberta. The Gulf Pine Acquisition and 
Reorganization, together, constituted a change of business of the Company from the development 
of Alberta oil and gas assets to the development of conventional light oil and natural gas resources 
in the southeast Gulf States of the United States. The history of Gulf Pine and its subsidiaries, which 
comprise the current Subsidiaries of the Company, prior to the Gulf Pine Acquisition and 
Reorganization, is as follows: 

(a) On 17 November 2014, Gulf Pine LP closed an acquisition with an arm’s length private 
company to acquire: (i) the Black Warrior Basin Assets; (ii) the Brooklyn Assets; and (iii) certain 
oil and gas assets in Iberville Parish, Louisiana (the “White Castle Dome Assets”). 

(b) On 30 December 2014, Gulf Pine LP closed an exchange of mineral interest agreement 
whereby it paid cash consideration of US$800,000 and assigned its entire non-operated 
interest in the White Castle Dome Assets in exchange for an assignment of the assignee’s 
entire interest in the Black Warrior Basin Assets. 

(c) On 23 November 2015, Gulf Pine LP closed an exchange agreement whereby it assigned its 
entire non-operated interest in the Queens Assets in exchange for an assignment of the 
assignee’s entire interest in the Black Warrior Basin Assets located in Lamar County, Alabama 

(d) On 1 December 2015, Gulf Pine LP entered into contribution agreements with Southern SO 
(formerly “Gulf Pine Energy SO, LLC”) and Southern BWB (formerly “Gulf Pine Energy BWB, 
LLC”), pursuant to which the Black Warrior Basin Assets were transferred to Southern BWB 
and the Brooklyn Assets were transferred to Southern SO. 

(e) On 1 February 2017, Southern CMS (formerly “Gulf Pine Energy CMS, LLC”) closed the 
acquisition of the Central Mississippi Assets from arm’s length private companies for aggregate 
consideration of US$32,320,000. 

(f) On 1 February 2017, Gulf Pine LP entered into a credit agreement with Texas Capital Bank, 
National Association (the “TCB Credit Agreement”). 

(g) On 1 March 2018, Southern CMS (formerly “Gulf Pine Energy CMS, LLC”) closed the sale of 
certain oil and gas leases, including the right title and interest in the oil and gas wells and all 
oil, gas, condensate and other hydrocarbons on certain properties located in Jefferson Davis 
County, Mississippi to certain arm’s length private companies for aggregate consideration of 
US$86,000. 

(h) On 1 February 2019, Southern CMS (formerly “Gulf Pine Energy CMS, LLC”) closed the sale 
of certain oil and gas assets located in Mississippi to an arm’s length private company. 

2.3 The Group’s history subsequent to the Reorganization and Gulf Pine Acquisition is as follows: 

(a) On 31 December 2018, the issued and outstanding Common Shares were consolidated on 
the basis of one post-consolidated Common Share for every five pre-consolidated Common 
Share. 

(b) On 2 January 2019, the name of the Company was changed from “Standard Exploration Ltd.” 
to “Southern Energy Corp.” 
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(c) On 22 January 2019, the Company completed an amalgamation with its wholly-owned 
subsidiary, Gulf Pine Energy Partners Ltd under the ABCA. 

(d) On 1 March 2019, pursuant to two merger agreements both dated 19 February 2019, Gulf 
Pine GP and Gulf Pine LP merged with Southern US, with Southern US being the surviving 
entity. 

(e) On 1 March 2019, Southern US entered into a third amendment to the TCB Credit Agreement 
which included: (i) the assumption by Southern US of the TCB Credit Agreement, as if Southern 
US had been the original borrower; and (ii) a decrease to the borrowing base from 
US$13.5 million to US$12.5 million. 

(f) On 2 May 2019, the Company closed the sale of all its remaining Canadian oil and natural gas 
assets for C$0.5 million, positioning Southern Energy as a pure play US exploration and 
production company. 

(g) On 7 June 2019, the Company closed a rights offering to Shareholders for an aggregate of 
19,413,306 Common Shares at a price of C$0.10 per Common Share, resulting in net 
proceeds after issuance costs of approximately C$1.9 million to the Company (the “Rights 
Offering”). 

(h) On 14 June 2019 the Company closed an acquisition with an arm’s length private company 
to acquire assets in Mississippi, including the royalty suspense obligations related thereto, for 
cash consideration of US$14.7 million (C$19.7 million), including customary adjustments of 
US$1.8 million (C$2.4 million) for the period between 1 February 2019 to 14 June 2019. (the 
“Roundtree Acquisition”). The terms of the Roundtree Acquisition are documented in a 
purchase and sale agreement dated 25 April 2019 (the “Purchase and Sale Agreement”), which 
is governed by the laws of the province of Alberta. The Roundtree Acquisition added to the 
Company’s Central Mississippi Asset portfolio and represented a continuation of the 
Company’s strategy to develop conventional light oil and natural gas resources in the southeast 
Gulf States of Mississippi and Alabama. 

(i) On 14 June 2019, Southern Energy closed the sale of 8,069 “Debentures” at a price of 
C$1,000 per Debenture and received net proceeds after issuance costs of C$7.3 million (the 
“Debenture Financing”). 

(j) On 14 June 2019, Southern US entered into a fourth amendment to the TCB Credit Agreement 
which included an increase to the borrowing base related to the closing of the Roundtree 
Acquisition from US$12.5 million to US$17.0 million, a quarterly borrowing base reduction 
beginning on 1 September 2019 of US$0.9 million and amendments to certain covenant 
calculations. 

(k) On 27 November 2019, as part of a semi-annual borrowing base review, Southern US entered 
into a fifth amendment to the TCB Credit Agreement which included a reduction to the 
borrowing base from US$17.0 million to US$15.0 million. On 1 January 2020, the borrowing 
base began to reduce monthly by US$250,000 until the completion of the next borrowing base 
review scheduled for 1 March 2020. 

(l) On 7 January 2020 the Company continued out of the federal jurisdiction of Canada under 
the CBCA to the provincial jurisdiction of Alberta under the ABCA. 

(m) On 20 July 2020, as part of a bank redetermination, Southern US amended and restated the 
TCB Credit Agreement, which included a reduction of the borrowing base from US$15.0 million 
to US$13.9 million, comprised of a US$8.5 million conforming facility (the “TCB Conforming 
Facility”) and a US$5.4 million non-conforming facility (the “TCB Non-Conforming Facility”). 
The TCB Non-Conforming Facility had a coupon 50 basis points above the TCB Conforming 
Facility rates. Beginning 26 July 2020 and continuing every month, the TCB Non-Conforming 
Facility was to be reduced by the greater of US$100 thousand or EBITDAX less maintenance 
capital expenditures 

(n) On 6 October 2020, Southern US entered into an amendment to the TCB Credit Agreement 
postponing the next redetermination and the maturity of the TCB Non Conforming Facility to 
1 November 2020. 

(o) On 24 November 2020, Southern US entered into an amendment to the TCB Credit 
Agreement, which included: (i) a waiver for non-compliance of the leverage ratio financial 
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covenant as at 30 September 2020; (ii) an extension of the maturity of the TCB 
Non Conforming Facility to 1 February 2021, which was the same date as the maturity of the 
TCB Conforming Facility; and (iii) redetermined the borrowing base limit at US$13.3 million 
(US$8.5 million attributable to the TCB Conforming Facility and US$4.8 million attributable to 
the TCB Non Conforming Facility) to account for debt repayments made during the year. 

(p) On 31 December 2020, the Debenture holders agreed to an in-kind payment of accrued 
interest due on 31 December 2020 in the amount of C$322,760 through the issuance of 
additional Debentures in the principal amount of C$320,000 and a cash payment of C$2,760. 
Other than the in-kind interest payment in respect of interest due on 31 December 2020, the 
terms of the Debentures remained unchanged. The additional Debentures had the same terms 
as the outstanding Debentures, with interest beginning to accrue on the additional Debentures 
on 31 December 2020. 

(q) On 1 February 2021, Southern US entered into an amendment to the TCB Credit Agreement, 
which extended the maturity of both the TCB Conforming Facility and the TCB Non-Confirming 
Facility from 1 February 2021 to 12 February 2021. 

(r) On 12 February 2021, the Company entered into an amendment to the TCB Credit Agreement, 
which: (i) waived noncompliance of the leverage ratio financial covenant as at 31 December 
2020; and (ii) extended the maturity of the TCB Facility to 30 April 2021. 

(s) On 29 April 2021, the Company completed a non-brokered private placement of 136,625,000 
units of the Company (each, a “2021 Unit”) at a price of C$0.04 per 2021 Unit, for aggregate 
gross proceeds of C$5,465,000 (the “2021 Private Placement”). Each 2021 Unit was 
comprised of one Common Share and one 2021 Warrant. 

(t) On 30 April 2021, Southern US closed the retirement of the TCB Facility, with a cash settlement 
payment of US$8.0 million, plus accrued interest. The US$8.0 million settlement was financed 
through the Invico Facility and gross proceeds from the 2021 Private Placement. In connection 
with the establishment of the Invico Facility, the Company issued the Invico Warrants to Invico. 

(u) On 24 May 2021, the Company closed the sale of its Black Warrior Basin Assets in Lamar 
county and Pickens country, Alabama, to an arm’s length private company for US$80,000. 

(v) On 30 June 2021, the Company entered into a first supplemental indenture to the Debenture 
Indenture, amending the terms of the Debentures such that: (i) the maturity date of the 
Debentures is extended to 30 June 2024; (ii) the conversion price for the Debentures is 
decreased to C$0.10 per Common Shares; and (iii) the Company mays satisfy its interest 
obligations under the Debenture Indenture by (among other things) delivering Common Shares 
to the trustee for distribution directly to Debenture holders as a payment-in-kind of accrued 
interest on the Debentures (the “Debenture Amendments”). Concurrently with the Debenture 
Amendments, the Company elected to satisfy interest accrued on the Debentures from 
31 December 2020 up to 29 June 2021, in the amount of C$355,560, through the issuance 
of 3,901,775 Common Shares. 

3. Company information 
 

3.1 The principal legislation under which the Company operates and under which the Common Shares 
were created is the ABCA. The liability of the Company’s Shareholders is limited. 

 

3.2 The principal place of business of the Company is located at 2400, 333 – 7th Avenue S.W., Calgary, 
Alberta, T2P 2Z1 and the registered office of the Company is located at 4300 Bankers Hall West, 
888 – 3rd Street S.W., Calgary, Alberta, T2P 5C5. The telephone number of the Company’s principal 
place of business is (+1) 587 287 5400. 

3.3 The Company’s accounting reference date is 31 December each year. 
 

3.4 The auditor of the Company is Deloitte LLP, Canada. Deloitte Canada is qualified to conduct audits 
in Alberta by virtue of its registration with the Chartered Professional Accountants of Alberta. 

A1, 4.4

A1, 4.2 
A1.4.4 

A1, 2.1



4. Principal activities of the Group 
 

4.1 The Company is the holding company of the Group and its principal activity is holding investments in 
the Subsidiaries. A chart setting out the intercorporate relationships within the Group is below: 

 

4.2 As at Admission, the details and principal activities of each of the Subsidiaries, each of which are 
wholly owned, are as follows: 

                                                                       Jurisdiction and 

                                   Company number/       date of incorporation 

Name                          registration                   or formation                    Principal activity 

Southern Energy         7034813                      Delaware                         Holding company 
Corporation                                                     21 November 2018          

Southern Energy         5877635                      Delaware                         Natural gas and oil  
BWB, LLC                                                       13 November 2015         exploration and production 

Southern Energy         6256789                      Delaware                         Natural gas and oil  
CMS, LLC                                                       20 December 2016         exploration and production 

Southern Energy         5877638                      Delaware                         Natural gas and oil  
SO, LLC                      13 November 2015      13 November 2015         exploration and production 

Southern Energy         6256780                      Delaware                         Natural gas and oil  
Operating, LLC                                                20 December 2016         exploration and production 

Southern Energy         6310859                      Delaware                         Acquisition vehicle 
LA, LLC                                                           8 February 2017             (shell company) 

5. Share Capital of the Company 
 

Common Shares 

5.1 The issued fully paid up share capital of the Company as at the date of this document is 361,297,054 
Common Shares. 

5.2 The issued fully paid up share capital of the Company as it is expected to be immediately following 
Admission, is 361,297,054 Common Shares. 

 

5.3 The Company is authorised to issue an unlimited number of Common Shares and an unlimited 
number of preferred shares. 

5.4 Subject to the policies of the TSXV, the Company does not require authorisation from its Shareholders 
in order to issue Common Shares. To this end, the Introduction Agreement contains an irrevocable 
undertaking of the Company that for so long as the Common Shares remain quoted on AIM but are 
no longer listed on the TSX or the TSXV, unless Strand Hanson (or the relevant replacement nominated 
adviser) otherwise consents, the Company will obtain Shareholder approval (by way of special 
resolution) for any issuance of the Common Shares or convertible securities if such issuance, when 
aggregated with any other cash issuance in the previous 12 month period, or the date of de-listing 
from the relevant exchange (whichever period is shorter), exceeds 20 per cent. of the issued and 
outstanding Common Shares at the date of issuance. 
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5.5 In the three financial years ended 31 December 2018, 2019 and 2020 and for the period from 
1 January 2021 to the Latest Practicable Date, there have been the following material changes to 
the share capital of the Company (including share based awards): 

(a) On 19 December 2018, the Company completed the 2018 Private Placement, issuing 
180,110,000 Common Shares and 57,920,000 2018 Warrants. 

(b) On 31 December 2018, the issued and outstanding Common Shares were consolidated on 
the basis of one post-consolidated Common Share for every five pre-consolidated Common 
Shares. 

(c) On 7 June 2019, the Company completed the Rights Offering, issuing 19,413,306 Common 
Shares. 

(d) On 14 June 2019, the Company completed the Debenture Financing, issuing 8,069 
Debentures. 

(e) On 20 June 2019, the Company granted 19,400,000 Options, each exercisable for one 
Common Share at an exercise price of C$0.10 for a period of five years from the date of grant. 

(f) On 15 January 2021, the Debenture holders were issued an aggregate of 320 Debentures, on 
the same terms as the outstanding Debentures, as an in-kind payment of accrued interest due 
on 31 December 2020. 

(g) On 29 April 2021, the Company completed the 2021 Private Placement, issuing 136,625,000 
Common Shares and 136,625,000 2021 Warrants. 

(h) On 30 April 2021, the Company issued 41,250,000 Invico Warrants in connection with the 
execution of the Invico Credit Agreement. 

(i) On 14 July 2021, the Debenture holders were issued an aggregate of 3,901,775 Common 
Shares as an in-kind payment of accrued interest due on 30 June 2021. 

 

5.6 The Common Shares have no par value and are issued in Canadian dollars. 
 

5.7 The Common Shares were created under and are subject to the provisions of the ABCA and the 
Articles. 

 

5.8 All Common Shares are uniform in all respects and will form a single class for all purposes (including 
in respect of any dividends and other distributions (if any) declared or made or paid in respect of 
Common Shares after the date of issue). 

 

5.9 No Shareholder enjoys different or enhanced voting rights. 

5.10 There are no shares in the capital of the Company currently in issue with a fixed date on which 
entitlement to a dividend arises and there are no arrangements in force whereby future dividends are 
waived or agreed to be waived. 

 

5.11 There are no shares in the Company not representing capital. 

5.12 There are no shares held by, or on behalf of, the Company or any subsidiary undertaking. 
 

5.13 The Common Shares are in registered form and are capable of being held in certificated and 
uncertificated form. The Company (via the Depositary) has applied for Depositary Interests 
representing the underlying Common Shares to be admitted to CREST from Admission, and it is 
therefore expected that the Depositary Interests will be capable of being settled in CREST from 
Admission. The records in respect of Depositary Interests held in uncertificated form will be maintained 
by Euroclear and the Depositary. All the Common Shares may be transferred into CREST for which 
there will be no charge or stamp duty payable on the transfer. 

5.14 As at the date of this document, the percentage of Common Shares not in public hands is 
24.7 per cent. of the Issued Share Capital. Following Admission, the percentage of Common Shares 
not in public hands is expected to be 24.7 per cent. of the Issued Share Capital. 
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2018 Warrants 

5.15 As at the date of this document, 57,920,000 Common Share purchase warrants are issued and 
outstanding pursuant to individual warrant certificates dated 19 December 2018 delivered to 
subscribers under the 2018 Private Placement (the “2018 Warrants”). 

5.16 Each 2018 Warrant entitles the holder to purchase one Common Share (subject to the Performance 
Incentive, described below) at a price of C$0.10 for a period of five years from 19 December 2018. 

5.17 The 2018 Warrants vest and become exercisable as to one-third upon the 20-day volume weighted 
average trading price of the Common Shares (the “Market Price”) equalling or exceeding C$0.15, an 
additional one-third upon the Market Price equalling or exceeding C$0.20 and a final one-third upon 
the Market Price equalling or exceeding C$0.25. Southern Energy has confirmed that, as at the date 
hereof, 33.33 per cent. of the 2018 Warrants have vested. 

5.18 In the event the Market Price equals or exceeds C$0.40, each 2018 Warrant shall be exercisable for 
1.5 Common Shares, provided that, at the time of exercise in respect of the additional 0.5 of a 
Common Share per 2018 Warrant (the “Performance Incentive”), the Common Shares are listed on 
the facilities of a recognized stock exchange other than the TSXV. 

5.19 As at the date of this document, 19,306,667 2018 Warrants have vested as the Market Price has 
exceeded C$0.15. 

 

2021 Warrants 

5.20 As at the date of this document, 136,625,000 Common Shares purchase warrants are issued and 
outstanding pursuant to individual warrant certificates dated 29 April 2021 delivered to subscribers 
under the 2021 Private Placement (the “2021 Warrants”). 

5.21 Each 2021 Warrant entitles the holder to purchase one Common Share at a price of C$0.04 for a 
period of two years from 29 April 2021, subject to completion of the 2021 Consolidation (as described 
below). 

5.22 The 2021 Warrants are exercisable after the Company completes a consolidation of the Common 
Shares such that the effective exercise price of the 2021 Warrants, on a post- consolidation basis, 
shall be greater than C$0.05 per Common Share (the “2021 Consolidation”). Pursuant to the TSXV’s 
approval letter in respect of the 2021 Private Placement, the 2021 Consolidation must be completed 
on or before 31 December 2021. 

 

Invico Warrants 

5.23 As at the date of this document, 41,250,000 non-transferable Common Share purchase warrants 
are issued and outstanding pursuant to a warrant certificate dated 30 April 2021 delivered to Invico 
as consideration for the execution of the Invico Credit Agreement (the “Invico Warrants”). 

5.24 Each Invico Warrant entitles Invico to purchase one Common Share at a price of C$0.05 for a period 
ending on the earlier of: (a) a liquidity event resulting in the sale of Southern US; or (b) the maturity 
date of the Invico Facility, being 30 April 2024. 

 

Convertible Debentures 

5.25 As of the date of this document 8,389 Debentures are issued and outstanding pursuant to the 
Debenture Indenture. 

5.26 The Debentures will mature and be repayable on 30 June 2024 (the “Maturity Date”) and accrue 
interest at the rate of 8 per cent. per annum payable semi annually in arrears on 30 June and 
31 December of each year (each an “Interest Payment Date”), with the first such payment made on 
31 December 2019. 

5.27 At the Company’s election, interest on the Debentures on the Interest Payment Date can be settled: 
(a) in cash; (b) by delivering freely tradeable, treasury Common Shares the Debenture trustee for 
distribution pro-rata to Debenture holders; or (c) any combination of (a) and (b) above. 
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5.28 At the Debenture holder’s option, the Debentures are convertible into Common Shares at any time 
prior to the close of business on the earlier of the business day immediately preceding (a) the Maturity 
Date; or (b) if called for redemption (as described below), the date specified for redemption by the 
Company, at a conversion price of C$0.10 per Common Share, subject to adjustment in certain 
events. This represents a conversion rate of approximately 10,000 Common Shares for each C$1,000 
principal amount of Debentures, subject to the operation of certain anti dilution provisions contained 
in the Debenture Indenture. Debenture holders who convert their Debentures will receive accrued 
and unpaid interest for the period from the date of the last Interest Payment Date prior to the date of 
conversion to the date of conversion. 

5.29 In addition to the foregoing, in the event of a change of control of the Company, subject to certain terms 
and conditions, Debenture holders will be entitled to convert their Debentures and, subject to certain 
limitations, receive, in addition to the number of Common Shares they would otherwise be entitled to 
receive, an additional number of Common Shares per C$1,000 principal amount of Debentures. 

5.30 The Debentures are direct, subordinated unsecured obligations of the Company, subordinated to any 
senior indebtedness of the Company, and ranking equally with one another and with all other existing 
and future subordinated unsecured indebtedness of the Company to the extent subordinated on the 
same terms. 

5.31 The Debentures are not redeemable by the Company prior to 30 June 2020. On or after 30 June 
2020 and prior to 30 June 2021, the Debentures will be redeemable by the Company, in whole or in 
part, from time to time, on not more than 60 days and not less than 30 days prior notice at a 
redemption price equal to 105 per cent. of their principal amount plus accrued and unpaid interest, 
if any. On or after 30 June 2021 and prior to the Maturity Date, the Debentures will be redeemable 
by the Company, in whole or in part, from time to time, on not more than 60 days and not less than 
30 days prior notice at a redemption price equal to 102.5 per cent. of their principal amount plus 
accrued and unpaid interest, if any. 

 

Other securities 

5.32 Other than in respect of Common Shares which may be issued pursuant to the Options, the 2018 
Warrants, the 2021 Warrants, the Facility Warrants and the Debentures, as at the date of this 
document: 

(i) there are no acquisition rights or obligations over the unissued share capital of the Company 
and the Company has made no undertaking to increase its share capital; 

(ii) no person has any preferential or subscription rights for any share capital in the Company; and 

(iii) no share or loan capital of the Company is under option or agreed conditionally or 
unconditionally to be put under option. 
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6. Significant Shareholders 
 

6.1 As at the Latest Practicable Date and in so far as is known to the Company, below are persons, that 
will have, or will immediately following the Admission have, an interest, (whether direct or indirect or 
joint or several), in three per cent. (3 per cent.) or more of the Issued Share Capital of the Company 
which would be notifiable to the Company under the Articles: 

                                                                                                                  As at the date hereof  

                                                                                                               and following Admission 

                                                             Percentage 

                                                             Number of of Issued  

Shareholder                                           Common Shares Share Capital 

DSS Holdings Inc.                                 39,804,742 11.0% 
Ian Atkinson                                          28,475,000 7.9% 
Vestcor Inc.                                           25,338,597 7.0% 
Alberta Investment Management Corporation 21,443,484 5.9% 
AlphaNorth Partners Fund Inc.              12,500,000 3.5% 

Notes: 

– Assumes no Warrants or Options are exercised or Debentures converted prior to Admission. 

– Insofar as the Company is aware, on Admission approximately 28.1 per cent. of the Company’s Common Shares will be 
held by shareholders who have categorised themselves as “objecting” under Canadian securities laws and, as such, have 
objected to the details of their holding being disclosed to the Company. All shareholders, including “objecting” shareholders, 
are obliged under Canadian securities law to disclose the details of their shareholding to the Company should it increase to 
or above 10 per cent. of the Common Shares outstanding from time to time. Insofar as the Company is aware, there are no 
“objecting” shareholders with a holding of over 3% of the Company’s currently issued share capital. 

 

6.2 The Company’s substantial Shareholders set out above do not have different voting rights from any 
other holder of Common Shares. 

 

6.3 There are no provisions in the Articles which would have the effect of delaying, deferring or preventing 
a change of control of the Company. 

 

6.4 The Company is not aware of any person who directly, indirectly, jointly or severally exercises or could 
exercise control over the Company nor is it aware of any arrangements, the operation of which may 
at a subsequent date result in a change of control of the Company. 

 

7. Interests of the Directors and the Proposed Director 
7.1 The beneficial interests of the Directors and the Proposed Director in the issued share capital of the 

Company as at the date of this document (and as expected to be held immediately following 
Admission), such interests being those which are required to be notified by each director of the 
Company to the Company under Article 19 of MAR, including the interests of PCAs, the existence of 
which is known or which could, with reasonable diligence, be ascertained by a director of the 
Company as at the Latest Practicable Date are, and will be, as follows: 
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As at the date hereof and following Admission 

                                                                                       Warrants to        Convertible Options to 

                                         Number of       Percentage            acquire        Debentures acquire 

                                           Common          of Issued        Common            (principal Common 

Shareholder                             Shares    Share Capital             Shares     amount in C$) Shares 

Ian K. Atkinson                 28,475,000                7.9%   24,000,0000                        – 2,500,000 
Bruce M. Beynon               2,875,000                0.8%       2,500,000                        – 600,000 
Michael G. Kohut               2,548,371                0.7%       2,500,000             104,000 600,000 
Tamara L. MacDonald        1,000,000                0.3%       1,000,000                        – 600,000 
Andrew S. McCreath          1,000,000                0.3%       1,000,000                        – 600,000 
C. Neil Smith                      1,899,186                0.5%       1,500,000               52,000 600,000 
R. Stevenson (Steve) 
Smith                                 7,250,000                2.0%       5,000,000                        – 600,000 

Proposed Director 
John Joseph  
(Joe) Nally                                         –                       –                      –                        – – 

Notes: 

– The Warrants held by each Director are 2018 Warrants. Each 2018 Warrant entitles the holder to purchase one Common 
Share (subject to the Performance Incentive) at a price of C$0.10 for a period of five years from 19 December 2018. The 
2018 Warrants vest and become exercisable as to one-third upon the Market Price equal to or exceeding C$0.15, an 
additional one-third upon the Market Price equal to or exceeding C$0.20 and a final one-third upon the Market Price equal 
to or exceeding C$0.25. The Performance Incentive may result in each 2018 Warrant being exercisable for 1.5 
Common Shares 

– The Debentures convert at a rate of approximately 10,000 Common Shares for each C$1,000 principal amount of Debentures 

– Further information on the terms of the Options held by the Directors is provided below. 

8. Employment Agreements and Letters of Appointment 
Employment Agreements 

 

8.1 Southern Energy has entered into executive employment agreements with each of Mr. Atkinson, Mr. 
Yau, Mr. McMurren, Mr. Birchard, Mr. McFadyen and Ms. Buschert, respectively (the “Employment 
Agreements”) on 15 July 2019. 

8.2 Each Employment Agreement provides for the payment of the following compensation and benefits: 
 

(a) an annual salary of C$217,000 for Mr. Atkinson and C$206,000 for Mr. Yau, Mr. McMurren, 
Mr. Birchard, Mr. McFadyen and Ms. Buschert, which is reviewed on an annual basis, and 
may, in the sole discretion of the Board, be increased; 

(b) participation in the Stock Option Plan, provided that any grants thereunder shall be as 
determined in the sole discretion of the Board from time to time; 

(c) participation in any benefit plan that may be adopted by the Company for its senior executive 
employees, subject to the terms of the applicable plan documents and the polices provided 
by the relevant carrier; and 

(d) a paid vacation of four weeks per year. 

8.3 Each Employment Agreement has an indefinite term and is terminable by Southern Energy or the 
relevant executive on 14 days’ written notice. 

 

8.4 Each Employment Agreement provide a termination payment upon a termination by: (a) the relevant 
executive if, within ninety days from a change of control of Southern Energy, good reason exists and 
is not cured within thirty days of notice of termination provided by the executive (as such terms are 
defined in the relevant Employment Agreement); or (b) the Company without cause. 

8.5 The termination payment shall be equal to, in relation to each Employment Agreement, the aggregate 
of; (a) all accrued but unpaid expenses required to be reimbursed under the relevant Employment 
Agreement and salary for services rendered up to the termination date; (b) the pro-rated value of any 
accrued but unused vacation entitlement as at the termination date for that portion of the calendar 
year in which the executive was actively employed; (c) the greater of either; (i) the amount of minimum 
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notice or, at the Company’s option, payment in lieu thereof, or combination of notice and pay in lieu 
thereof, required by the Employment Standards Code (Alberta); or (ii) notice of termination or, at the 
Company’s option, pay in lieu of notice (where by way of salary continuation or lump sum) or a 
combination of notice and pay in lieu thereof, equivalent to 18 months for Mr. Atkinson and 12 months 
for the other executive officers; and (d) twenty percent of the executive’s salary (as at the termination 
date) as compensation for the loss of employment benefits. 

8.6 The estimated payments which would be payable by the Company under the Employment 
Agreements, assuming a termination of employment without cause occurred on the date hereof, 
would be, in the aggregate, C$1,626,600. 

Letters of Appointment 

8.7 Each non-executive director of the Company, including the Proposed Director, has entered into an 
appointment letter, customary for non-executive directors of an AIM company under the terms of 
which they have agreed to act as non-executive directors of the Company, with effect from 4 August 
2021 in respect of the non-executive Directors and with effect from Admission in respect of the 
Proposed Director. Each of them has agreed to devote such time as is reasonably necessary for the 
proper performance of their duties under the Agreement, including attending or participating at Board 
and applicable committee meetings and the AGM. 

8.8 The appointment is effective for an initial 12 month term and thereafter, until terminated by either 
party on not less than 3 months’ written notice. Total compensation for the first twelve months of 
each director’s appointment consists of: (i) C$25,000, payable in cash, subject to the usual deductions 
for income tax and national insurance, or the equivalent required by any applicable laws; and (ii) stock 
awards with a value of C$30,417 to be made on the terms of the existing Stock Option Plan. An 
additional fee of C$10,000 is payable to the Chairman of the Board and a fee of C$7,500 is payable 
for the appointment as Chairman of a committee.  

8.9 The Company reserves the right to pay the fees described above in lieu of all or any part of notice of 
termination (whether given by the Company or by the Director or Proposed Director, as applicable). 
Directors who perform various additional duties including serving on the Board of any of the 
Company’s subsidiaries may be paid such additional remuneration as the Board may determine from 
time to time. 
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9. Additional Information on the Directors and the Proposed Director 
9.1 Other than their directorships of the Company, the Directors and the Proposed Director hold or have 

held the following directorships or interests in partnerships within the five (5) years preceding the date 
of this document: 

Director                            Current directorship/partnership          Past directorship/partnership 

     

     

     

     

     

     

     

Proposed Director            Current directorship/partnership          Past directorship/partnership 

     

9.2 Save as disclosed below, none of the Directors or the Proposed Director has: 

(i) any unspent convictions in relation to indictable offences; 

(ii) had a bankruptcy order made against him or her or  made an individual voluntary arrangement; 

(iii) been a director of a company which has been placed in receivership, compulsory liquidation, 
creditors voluntary arrangement or made any composition or arrangement with its creditors 
generally or of any class of its creditors whilst he or she was a director of that company or 
within 12 months after he or she ceased to be a director of that company; 

(iv) been a partner in a partnership which has been placed in compulsory liquidation, administration 
or made a partnership voluntary arrangement whilst he or she was a partner in that partnership 
or within 12 months after he or she ceased to be a partner in that partnership; 

(v) had any asset placed in receivership or any asset of a partnership in which he or she was a 
partner placed in receivership whilst he or she was a partner in that partnership or within 12 
months after he or she ceased to be a partner in that partnership; or 

(vi) been publicly criticised by any statutory or regulatory authority (including recognised 
professional bodies) or disqualified by a court from acting as a director of a company or from 
acting in the management or conduct of the affairs of any company. 

Reginald Stevenson 
(Steve) Smith

Jasper Brewing Inc. 
Journey Energy Inc. 
Karve Energy Inc.

Arrow Exploration Corp. 
Broadview Energy Inc. 
Norrep Short Duration 2016 Flow-
Through Limited 
Norrep Short Duration 2017 Flow-
Through Limited

John Joseph (Joe) 
Nally

Tennyson Court Limited 
Waverton Property LLP

Cenkos Securities plc

Clifford Neil Smith

Forge First Asset Management Inc. Andrew Shatford 
McCreath

Ian Kenneth Atkinson Chronos Resources Ltd. Gulf Pine Energy Partners Ltd.

Bruce Michael Beynon Crestwynd Exploration Ltd. 
Tiburon Exploration Corp

Raging River Exploration Inc.

Michael George Kohut Big Rock Brewery Inc.  
Briko Energy Corp. 
Chronos Resources Limited

AMP Alternative Medical Products 
Inc. 
Experion Holdings Ltd. 
Ikkuma Resources Corp.

Tamara Louise 
MacDonald

Equinor Canada Ltd. 
Spartan Delta Corp.

Crescent Point Energy Corp. 
Crescent Point General Partner 
Corp.
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9.3 Mr. Kohut was a director of Great Prairie Energy Services Inc. (“Great Prairie”) on 22 January 2016 
when it applied for and obtained an order from the Court of Queen’s Bench of Alberta under the 
Companies’ Creditors Arrangement Act. Mr. Kohut resigned as a director of Great Prairie on 
22 January 2016. 

9.4 Sanjib Gill, the Corporate Secretary of the Company, is a partner of Stikeman Elliott LLP, which law 
firm renders legal services to the Company. 

9.5 No loans or guarantees have been granted or provided to or for the benefit of the Directors by the 
Company. 

10. Articles and By Laws of the Company 
Objects 

 

10.1 The Articles and By Laws do not restrict the objects and purposes of the Company. There are no 
restrictions on the business of the Company or on the powers the Company may exercise. 

Board of Directors – Composition 

10.2 The Board presently consists of seven directors. Upon Mr. Nally’s appointment on Admission, the 
Board will consist of eight directors. 

10.3 The Articles also provide that the directors of the Company have the power, between annual general 
meetings of Shareholders to appoint one or more additional directors until the next annual general 
meeting, but the number of additional directors shall not at any time exceed 1/3rd of the number of 
directors who held office at the last annual general meeting. 

Powers and responsibilities 

10.4 Subject to any unanimous shareholders agreement, the Board manages the business and affairs of 
the Company (including banking arrangements) and holds borrowing powers of the Company. The 
directors of the Company may appoint from among their number a Managing Director, who must be 
a resident Canadian, or a committee of directors, however designated, of which at least half of the 
members must be resident Canadians, and subject to ABCA may delegate to the Managing director 
or such committee any of the powers of the Directors. A committee may be comprised of one director. 

10.5 The Board owes the Company fiduciary duties and duties of good faith, care, diligence and skill. 

The Managing Director, if any, shall be a resident Canadian and shall have, subject to the authority of 
the Board, general supervision of the business and affairs of the Company; and he or she shall, 
subject to the provisions of the ABCA, have such other powers and duties as the Board may specify. 

If no Managing Director is appointed, the Board may assign to the Chairman of the Board any of the 
powers and duties that, by any provision of the By Laws, are assigned to the Managing Director; and 
he or she shall, subject to the provisions of the ABCA, have such other powers and duties as the 
Board may specify. 

Officers 

10.6 Subject to any unanimous shareholder agreement, the Board may, from time to time, appoint a 
Chairman of the Board, a President, one or more Vice Presidents, a Secretary, a Treasurer and such 
other officers as the Board may determine, including one or more assistants to any of the officers so 
appointed. The Board may specify the duties of such officers and, in accordance with the By Laws 
and subject to the provisions of the ABCA, delegate to such officers powers to manage the business 
and affairs of the Company. 

10.7 The President shall, subject to the authority of the Board and the Managing Director, if any, have such 
powers and duties as the Board may specify. During the absence or disability of the Managing 
Director, or if no Managing Director has been appointed, the President shall also have the powers 
and duties of that office; provided, however, that unless he or she is a director of the Company he or 
she shall not preside as Chairman at any meeting of the Board or of a committee of directors. During 
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the absence or disability of the President, his or her duties shall be performed and his or her powers 
exercised by the Vice President or, if there is more than one, by the Vice President designated from 
time to time by the Board or the President; provided, however, that a Vice President who is not a 
Director shall not preside as Chairman at any meeting of the Board or of a committee of directors. A 
Vice President shall have such other powers and duties as the Board or the President may prescribe. 
The Treasurer shall keep proper accounting records in compliance with the ABCA and shall be 
responsible for the deposit of money, the safekeeping of securities and the disbursement of the funds 
of the Company; he or she shall render to the Board whenever required an account of all his or her 
transactions and he or she shall have such other powers and duties as the Board or Chief Executive 
Officer, if any, or the President may specify. The Secretary shall attend and be the secretary of all 
meetings of the Board, Shareholders and committees of directors and shall enter or cause to be 
entered in records kept for that purpose minutes of all proceedings thereat; he or she shall give or 
cause to be given, as and when instructed, all notices to Shareholders, directors, officers, auditors 
and members of committees of the Board; he or she shall be the custodian of the stamp or 
mechanical device generally used for affixing the corporate seal of the Company and of all books, 
papers, records, documents and instruments belonging to the Company, except when some other 
officer or agent has been appointed for that purpose; and he or she shall have such other powers 
and duties as the Board or the Chief Executive Officer, if any, may specify. 

Governance 

10.8 The Company is obligated to follow and the Board is responsible for ensuring compliance with the 
corporate governance provisions of NI 58-101. Through collaboration with the Corporate Governance 
and Compensation Committee, the Board is responsible for risk management, public disclosure and 
compliance monitoring. 

Calling and notice of meetings 

10.9 Meetings of the Board shall be held from time to time at such time and at such place as the Board, 
the Chairman of the Board, the Managing Director, the President or any two directors of the Company 
may determine. Meetings of the Board may be summoned on twenty-four (24) hours’ notice, given 
verbally or in writing, and whether by means of telephone, fax, email or any other means of 
communication. The annual meeting of Shareholders must be held at such time in each year and, 
subject to the ABCA and the By Laws, at such place as the Board, the Chairman, the Managing 
Director or the President may from time to time determine. The annual meeting of Shareholders is 
held to consider the financial statements and reports required by the ABCA, electing the directors of 
the Company, appointing auditors and for the transaction of such other business as may be properly 
brought before the meeting. 

10.10 The Board has the power to call a special meeting of Shareholders. 

10.11 Notice of the time and place of each Shareholders’ meeting shall be given not less than 21 days and 
not more than 50 days before the date of the meeting to each Director, to the auditor and to the 
Shareholders who at the close of business on the record date are entered in the securities register 
as a holder of one or more Common Shares carrying a right to vote at the meeting. 

Quorum and voting 

10.12 Quorum for the transaction of business at any meeting of the Board must consist of a majority of the 
directors of the Company or such greater number of directors as the Board may from time to time 
determine. Every question at a meeting of directors shall be decided by a majority of the votes cast 
on the question. In cases of an equality of votes, the Chairman of the meeting is entitled to a second 
or casting vote. 

10.13 Quorum for the transaction of business at any meeting of Shareholders is two persons present in 
person, each being a Shareholder entitled to vote thereat or a duly appointed proxy for an absent 
Shareholder so entitled, together holding or representing by proxy not less than 5 per cent. of the 
outstanding Common Shares entitled to vote at the meeting. A Shareholder that acquires Common 
Shares after the fixing of a record date for a Shareholders’ meeting may produce a properly endorsed 
share certificate and demand not later than 10 days before a meeting that his or her name is included 
in the securities register, allowing him or her to vote at the meeting. 
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Interests of Directors/Officers 

10.14 A director or officer of the Company who is a party to, or who is a director or officer of or has a 
material interest in any person who is a party to, a material contract or proposed material contract 
with the Company shall disclose the nature and extent of his interest at the time and in the manner 
provided in the ABCA. Such contracts are referred to the Board or Shareholders for approval, 
notwithstanding such contract may not, in the ordinary course of the Company’s business, require 
approval from the Board or Shareholders. A director interested in a contract so referred to the Board 
shall not vote on any resolution to approve it except as provided by the ABCA. 

Liability of Directors/Officers 

10.15 No director or officer for the time being of the Company shall be liable for the acts, neglects or defaults 
of any other director or officer or employee or for joining in any act for conformity, or for any loss, 
damage or expense happening to the Company through the insufficiency or deficiency of title to any 
property acquired by the Company or for or on behalf of the Company or for the insufficiency or 
deficiency of any security in or upon which any of the moneys of or belonging to the Company shall 
be placed out or invested or for any loss, conversion, misapplication or misappropriation of or any 
damage resulting from any dealings with any moneys, securities or other assets belonging to the 
Company shall be placed out or invested or for any loss, conversion, misapplication or 
misappropriation of or any damage resulting for any dealings with any moneys, securities or other 
assets belonging to the Company or for any loss or damage arising from the bankruptcy, insolvency 
or tortious acts of any person with whom any of the moneys, securities or effects of the Company 
shall be deposited, or for any other loss, damage or misfortune whatever which may happen in the 
execution of the duties of his or her respective office or trust or in relation thereto; provided that 
nothing herein shall relieve any director or officer from the duty to act in accordance with ABCA or 
from liability for any breach thereof. 

10.16 The directors for the time being of the Company shall not be under any duty or responsibility in respect 
of any contract, act or transaction whether or not made, done or entered into in the name or on 
behalf of the Company, except such as shall have been submitted to and authorized or approved by 
the Board. 

Indemnification 

10.17 Subject to the limitations in the ABCA, the Company shall indemnify a director or officer of the 
Company, a former director or officer of the Company or a person who acts or acted at the 
Company’s request as a director or officer of a body corporate of which the Company is or was a 
shareholder or creditor, and his or her heirs and legal representatives, against all costs, charges and 
expenses, including an amount paid to settle an action or satisfy a judgment, reasonably incurred by 
him or her in respect of any civil, criminal or administrative action or proceeding to which he or she 
is made a party by reason of being or having been a director or officer of the Company or body 
corporate; if (a) he or she acted honestly and in good faith with a view to the best interests of the 
Company and (b) in the case of a criminal or administrative action or proceeding that is enforced by 
a monetary penalty, he or she had reasonable grounds for believing that his or her conduct was lawful. 

10.18 The Company shall also indemnify such persons in such other circumstances as the ABCA permits 
or requires. 

Share capital 

10.19 The Company is authorised to issue an unlimited number of Common Shares and preferred shares 
with no par value. 

Rights, preferences and restrictions attaching to shares 
 

10.20 Each Common Share entitles the holder to receive notice of and to attend all meetings of the 
Shareholders, to vote at such meetings, to receive such dividends as may be declared by the Board 
(subject to the provisions of the ABCA), and to share ratably with other Shareholders in the residual 
property of the Company in the event of liquidation, dissolution or winding-up of the Company. The 
Articles provide that there are no restrictions on the transferability of the Common Shares. 

A11, 4.5 
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Disclosure obligations 

10.21 The Company is a non-DTR company as defined in the AIM Rules. Consequently, in order to ensure 
compliance with the AIM Rules, the Articles require that, for so long as the Company is admitted to 
AIM, the provisions of DTR5 shall be deemed to be incorporated by reference so that all Shareholders 
acquiring or holding (directly or indirectly) 3 per cent. or more of the Common Shares must notify the 
Company without delay (and in any event within 2 trading days) of their holding or any changes to 
their holding which increase or decrease such holding through any single percentage. 

Meetings of Shareholders 

10.22 The annual meeting of Shareholders must be held at such time in each year and, subject to the ABCA 
and the By Laws, at such place as the Board, the Chairman, the Managing Director or the President 
may from time to time determine. 

10.23 The Board has the power to call a special meeting of Shareholders. 

Calling and notice of meetings 

10.24 Notice of the time and place of each Shareholders’ meeting shall be given not less than 21 days and 
not more than 50 days before the date of the meeting to each director of the Company, to the auditor 
and to the Shareholders who at the close of business on the record date are entered in the securities 
register as a holder of one or more Common Shares carrying a right to vote at the meeting. 

Quorum 

10.25 Quorum for the transaction of business at any meeting of Shareholders is two persons present in 
person, each being a Shareholder entitled to vote thereat or a duly appointed proxy for an absent 
Shareholder so entitled, together holding or representing by proxy not less than 5 per cent. of the 
outstanding Common Shares entitled to vote at the meeting. A Shareholder acquiring Common 
Shares after the fixing of a record date for a Shareholders’ meeting may produce a properly endorsed 
share certificate and demand not later than 10 days before a meeting that his or her name is included 
in the securities register, allowing him or her to vote at the meeting. 

Procedure 

10.26 The annual meeting of Shareholders is held to consider the financial statements and reports required 
by the ABCA, electing the directors of the Company, appointing auditors and for the transaction of 
such other business as may be properly brought before the meeting. All business transacted at a 
special meeting of Shareholders and all business transacted at an annual meeting of Shareholders, 
except the consideration of the financial statements, auditors reports, election of directors of the 
Company and reappointment of the incumbent auditors, is deemed to be special business. 

10.27 A Shareholder or any other person entitled to attend a meeting may participate in a meeting of 
Shareholders by means of such telephone or other communication facilities as permit all persons 
participating in the meeting to hear each other, and a person participating in such a meeting by such 
means is deemed to be present at the meeting. 

The Chairman of the Board or, in his or her absence, the President, if such an officer has been elected 
or appointed and is present, or otherwise a Vice President who is a Shareholder shall be chairman 
of any meeting of Shareholders. If there is no such chairman, or if at any meeting of Shareholders he 
or she is not present within fifteen minutes after the time appointed for holding the meeting, the 
persons present and entitled to vote shall choose a chairman of the meeting. 

10.28 If a meeting of Shareholders is adjourned for less than thirty (30) days, the By Laws provide that it 
shall not be necessary to give notice of the adjourned meeting, other than by announcement at the 
time of the adjournment. If a meeting of Shareholders is adjourned by one or more adjournments for 
an aggregate of 30 days or more, notice of the adjourned meeting shall be given as for an original 
meeting. 

 

250



10.29 Any question at a meeting of Shareholders is to be decided by a show of hands unless a ballot 
thereon is required or demanded. Any ballot so required or demanded is to be taken in such manner 
as the chairman of the meeting shall direct. 

11. Compensation philosophy, objectives and governance 
11.1 The executive compensation program adopted by the Company and applied to its named executive 

officers (“NEOs”) is designed to attract and retain qualified and experienced executives who will 
contribute to the success of the Company. The executive compensation program attempts to ensure 
that the compensation of the senior executive officers provides a competitive base compensation 
package and a strong link between corporate performance and compensation. Executive officers are 
motivated through the program to enhance long-term shareholder value. 

11.2 The Company’s Named Executive Officers as at the date of this document are Ian Atkinson, Calvin 
Yau, Gary McMurren, Chris Birchard, Erin Buschert and Jim McFadyen. 

11.3 The Corporate Governance and Compensation Committee, on behalf of the Board, monitors 
compensation for the executive officers and directors of the Company and has the authority to engage 
and compensate, at the expense of the Company, any outside advisor that it determines to be 
necessary to permit it to carry out its duties. 

11.4 The Company has adopted a written anti-hedging policy (the “Anti-Hedging Policy”) that prohibits a 
NEO or director of the Company, among others, from purchasing financial instruments, including 
prepaid variable forward contracts, instruments for the short sale or purchase or sale of call or put 
options, equity swaps, collars, or units of exchangeable funds, that are designed to or that may 
reasonably be expected to have the effect of hedging or offsetting a decrease in the market value of 
any securities of the Company. The Anti-Hedging Policy has been implemented to ensure that 
directors, executive officers and employees of the Company are prohibited from hedging or 
monetizing transactions in order to lock in the value of their securities of the Company. Examples 
would include the entry into prepaid variable forward contracts, instruments for the short sale or 
purchase or sale of call or put options, equity swaps, collars, or units of exchangeable funds that 
have the effect of offsetting a decrease in the market value of securities held in the Company. In 
addition, pursuant to the Anti-Hedging Policy governing insider trading, short-term speculative trading 
of the Common Shares by officers, directors and employees is strongly discouraged as it conflicts 
with the best interests of the Company and its Shareholders. Consequently, insiders including the 
Company’s NEOs, directors of the Company and their related persons, are not only discouraged 
from frequently trading the Common Shares, but are also specifically prohibited from short selling 
any Common Shares and from trading in any derivative instruments involving the Company’s 
securities. 

11.5 The Company has also implemented a written clawback policy (the “Clawback Policy”) for situations 
where a director, executive officer or other employee of the Company receives additional incentive 
compensation as a result of his or her own misconduct (the “Overpayment Amounts”). In such 
situations, directors, executive officers, or other employees of the Company shall be obligated to 
reimburse the Company for such Overpayment Amounts and the Board shall be given the discretion 
to determine the steps required to effect such recovery. 

Compensation Process 

11.6 The Corporate Governance and Compensation Committee relies on the knowledge and experience 
of its members to set appropriate levels of compensation for the directors of the Company and NEOs. 
When determining NEO compensation, the Corporate Governance and Compensation Committee 
uses all data available to it to ensure that such compensation is set at a level that is both 
commensurate with the size of the Company, responsibilities of the particular NEO and retention of 
the NEOs who are considered by the Corporate Governance and Compensation Committee to be 
essential to the success of the Company. In reviewing comparative data, the Corporate Governance 
and Compensation Committee benchmarks and compares its compensation practices against 
industry peers to ensure its compensation program is commensurate with other comparable 
companies operating in the oil and gas industry. 
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11.7 The Corporate Governance and Compensation Committee reviews the various elements of the NEOs’ 
compensation in the context of the total compensation package (including salary and awards of 
options to purchase Common Shares (“Options”)) and recommends the NEOs’ compensation 
packages to the Board. In determining whether and how many Options will be granted, the Company 
does not use any formal objectives, criteria or analyses in reaching such determinations; however, 
consideration is given to the amount and terms of outstanding Options. 

Executive compensation 

11.8 The significant elements of compensation awarded to the NEOs are a cash salary, bonus and Options. 
The Company does not presently have a long-term incentive plan for its NEOs. The Board reviews 
annually the total compensation package of each of the Company’s executives on an individual basis, 
against the backdrop of the compensation goals and objectives described above. 

11.9 Base compensation and bonus for executive officers of the Company are set annually, having regard 
to the individual’s job responsibilities, contribution, experience and proven or expected performance, 
as well as to market conditions and peer group analysis. In setting base compensation and bonus 
levels, consideration is to be given to such factors as level of responsibility, experience and expertise 
in addition to the policies of the TSXV. Subjective factors such as leadership, commitment and attitude 
are also to be considered. 

11.10 To provide a long-term component to the executive compensation program, executive officers of the 
Company are eligible to receive Options. The maximization of shareholder value is encouraged by 
granting Options since it provides an incentive to eligible persons to further the development, growth 
and profitability of the Company. Consideration will be given to granting Options amongst the various 
organizational levels of management, including directors, officers, key employees and certain 
consultants. The CEO makes recommendations to the Board for the CFO, key employees of the 
Company and certain consultants. These recommendations are to take into account factors such as 
awards made in previous years, the number of Options outstanding per individual and the level of 
responsibility. The Board, as a whole, determines the Options to be issued to the CEO. 

11.11 The following remuneration and benefits in kind were paid or granted to the NEOs for the years ended 
31 December 2019 and 2020. Information for 2018 is not considered material to investors as the 
Company was under a different management team prior to the Gulf Pine Acquisition in December 
2018. 

                                                             Base 

                                                             Compensation 

Name                                             Year or fees (C$) Bonus Options 

Named Executive Officers 
Ian K. Atkinson                              2020 185,000 – – 
                                                     2019 214,000 2,500,000 

Calvin Yau                                     2020 175,000 – – 
                                                     2019 203,000 1,800,000 

Gary McMurren                             2020 175,000 – – 
                                                     2019 203,000 – 1,800,000 

Chris Birchard                               2020 175,000 – – 
                                                     2019 203,000 – 1,800,000 

Erin Buschert                                 2020 175,000 – – 
                                                     2019 203,000 1,800,000 

Jim McFadyen                               2020 175,000 – – 
                                                     2019 203,000 – 1,800,000 

Director compensation 

11.12 The Company’s non-executive directors are provided cash remuneration for their services to the 
Company as directors. The cash remuneration includes an annual retainer and additional cash 
remuneration for the Chairman of the various committees of the Board. All directors are reimbursed 
for reasonable expenses incurred by them in their capacity as directors, including travel and other 
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out of pocket expenses incurred in connection with meetings of the Board or any committee of the 
Board. In addition, the directors are entitled to participate in the Stock Option Plan. The Company’s 
directors do not have service contracts with respect to their roles as directors. The Board annually 
reviews the Company’s approach to director compensation, generally, against the backdrop of the 
compensation goals and objectives described above. 

11.13 The following remuneration and benefits in kind were paid or granted to the non-executive Directors 
for the years ended 31 December 2019 and 2020. Information for 2018 is not considered material to 
investors as the Company was led by a different group of directors prior to the Gulf Pine Acquisition 
in December 2018. 

                                                             Base 

                                                             Compensation 

Name                                             Year or fees (C$) Bonus Options 

Directors 
Bruce M. Beynon                          2020 – – – 
                                                     2019 – – 600,000 

Michael G. Kohut                           2020 – – – 
                                                     2019 – – 600,000 

Tamara L. MacDonald                   2020 – – – 
                                                     2019 – – 600,000 

Andrew S. McCreath                     2020 – – – 
                                                     2019 – – 600,000 

C. Neil Smith                                 2020 – – – 
                                                     2019 – – 600,000 

R. Stevenson (Steve)                     2020 – – – 
Smith                                            2019 – – 600,000 

Pension plan benefits 

11.14 The Group operates a 401(k) retirement account plan for its employees. The Company does not have 
any other pension plan or provide any benefits following or in connection with retirement. There is no 
requirement under Alberta law for the Company to operate a pension scheme. 

12. Stock Option Plan 
 

12.1 The Company has implemented the Stock Option Plan for the directors of the Company, officers, 
employees, and consultants of the Company, and of its subsidiaries, if any, and employees of a person 
or company which provides management services to the Company or its subsidiaries (each, an 
“Optionee”), in accordance with the rules and policies of the TSXV. 

12.2 The purpose of the Stock Option Plan is to advance the interests of the Company by encouraging 
the directors, officers, employees and consultants of the Company, and of its subsidiaries and 
affiliates, if any, to acquire Common Shares, thereby increasing their proprietary interest in the 
Company, encouraging them to remain associated with the Company and furnishing them with 
additional incentives in their efforts on behalf of the Company in the conduct of its affairs. 

12.3 Pursuant to the Stock Option Plan, the Company has authorized, subject to any regulatory approvals, 
the reservation of up to ten percent of the issued and outstanding Common Shares for the grant of 
Options from time to time. 

12.4 Under the Stock Option Plan, the Board may from time to time grant to Optionees, as the Board shall 
designate, Options to purchase from the Company such number of its Common Shares as the Board 
shall designate. 

12.5 The aggregate number of Common Shares which may be reserved for issuance to any one person 
under the Stock Option Plan and which are subject to outstanding Options granted under the Stock 
Option Plan must not exceed five percent of the issued Common Shares (determined at the date the 
Option was granted). The number of Common Shares granted to any one consultant under the Stock 
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Option Plan in a twelve-month period must not exceed two percent of the issued Common Shares 
of the Company, calculated at the date the Option was granted to the consultant. The aggregate 
number of Options granted to eligible persons employed to provide investor relations activities under 
the Stock Option Plan must not exceed two percent of the issued Common Shares in any twelve-
month period, calculated at the date the Option was granted. The maximum number of Common 
Shares which may be reserved for issuance to insiders under the Stock Option Plan shall not exceed 
ten percent of the total number of Common Shares then outstanding and the maximum number of 
Common Shares which may be issued to insiders under the Stock Option Plan within any twelve-
month period shall not exceed ten percent of the total number of Common Shares then outstanding. 

12.6 The period during which an Option is exercisable may not exceed ten years from the date such Option 
is granted. 

12.7 All Options are non-assignable and non-transferrable unless otherwise specifically provided for in the 
Stock Option Plan. 

12.8 Options may be exercised at a price that shall be fixed by the Board at the time that the Option is 
granted. 

12.9 The price which the Common Shares may be acquired upon exercise of an Option may not be less 
than the price permitted under the rules of any stock exchange on which the Common Shares are 
listed. 

12.10 Option vesting provisions are determined by the Board at the time of grant. 

12.11 If, prior to the exercise of an Option, the holder ceases to be a director, officer, employee or consultant 
of the Company or its subsidiaries for any reason other than death, the Option may be exercised 
within the earlier of up to 90 days after such cessation or the expiry of the Option, but only to the 
extent that the holder was entitled to exercise the Option at the date of cessation. In the case of 
Optionees engaged in investor relations activities, such exercise must occur within 30 days of 
cessation of the Optionee’s service to the Company (subject to extension at the discretion of the 
Board). In the case of the death of an Optionee, the Option may be exercised within the earlier of up 
to 12 months after such death or the expiry of the Option, but only to the extent that the holder was 
entitled to exercise the Option at the date of death. 

12.12 Pursuant to the Stock Option Plan, the expiration of the term of any stock options that would fall 
during any black-out period or within 9 days following the termination of any black-out period will be 
extended for a period of 10 business days following the expiry of such black-out period, such that all 
participants will always have a maximum of 10 business days following a voluntary black-out period 
to exercise stock options. This provision applies to all participants. 

12.13 The Board may terminate or discontinue the Stock Option Plan at any time without the consent of 
the participants under the Stock Option Plan provided that such termination or discontinuance shall 
not alter or impair any Option previously granted under the Stock Option Plan. 

12.14 As at the date of this document, the following options had been granted to the Named Executive 
Officers and Directors. All options vest equally over three years from the date of grant in annual 
instalments. As at the date of this document, the first two instalments have vested. In total, 
19,400,000 Options have been granted pursuant to the Stock Option Plan, all at an exercise price of 
C$0.10 per Common Share. 
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Name                       Number of options Date of grant Exercise price Expiry date 

Named Executive  
Officers 
Ian K. Atkinson                      2,500,000 20 June 2019 C$0.10 20 June 2024 
Calvin Yau                             1,800,000 20 June 2019 C$0.10 20 June 2024 
Gary McMurren                     1,800,000 20 June 2019 C$0.10 20 June 2024 
Chris Birchard                       1,800,000 20 June 2019 C$0.10 20 June 2024 
Erin Buschert                         1,800,000 20 June 2019 C$0.10 20 June 2024 
Jim McFadyen                       1,800,000 20 June 2019 C$0.10 20 June 2024 

Directors 
Bruce M. Beynon                     600,000 20 June 2019 C$0.10 20 June 2024 
Michael G. Kohut                      600,000 20 June 2019 C$0.10 20 June 2024 
Tamara L. MacDonald              600,000 20 June 2019 C$0.10 20 June 2024 
Andrew S. McCreath                600,000 20 June 2019 C$0.10 20 June 2024 
C. Neil Smith                            600,000 20 June 2019 C$0.10 20 June 2024 
R. Stevenson Smith                  600,000 20 June 2019 C$0.10 20 June 2024 

 

13. UK Taxation 
General 

13.1 The following statements are intended only as a general and non-exhaustive guide to certain UK tax 
considerations and do not purport to be a complete analysis of all potential UK tax consequences of 
acquiring, holding or disposing of Common Shares. The following statements are based on current 
UK legislation and what is understood to be the current published practice of Her Majesty’s Revenue 
and Customs (“HMRC”) (which may not be binding on HMRC) as at the date of this document, both 
of which may change, possibly with retrospective or retroactive effect. They apply only to Shareholders 
who are resident (and in the case of individual Shareholders resident and domiciled) for tax purposes 
in (and only in) the UK (except insofar as express reference is made to the treatment of non-UK 
residents), who hold their Common Shares as an investment (other than under an individual savings 
account), and who are the absolute beneficial owners of both their Common Shares and any 
dividends paid on them. The tax position of certain categories of Shareholders who are subject to 
special rules (such as persons acquiring Common Shares in connection with employment, dealers in 
securities, insurance companies and collective investment schemes) or trustees and beneficiaries as 
regards shares held in trust is not considered. 

The comments set out below do not constitute legal or tax advice. Any person who is in any doubt 
about their taxation position or who may be subject to tax in a jurisdiction other than the UK are 
strongly recommended to consult their own professional advisers. 

Taxation of chargeable gains 

UK resident Individual Shareholders 

13.2 If a Shareholder sells or otherwise disposes of all or some of their Common Shares or Depositary 
Interests and realises a chargeable gain, they may, depending on their circumstances and subject to 
any available exemption or relief, incur a liability to UK Capital Gains Tax (“CGT”). An individual 
Shareholder is entitled to a capital gains tax-free allowance per tax year (£12,300 for 2021/22) and 
will be subject to CGT on gains realised in excess of this allowance. 

13.3 An individual Shareholder who is subject to tax on their income at the higher rate will be liable to CGT 
at the rate of 20 per cent. (for 2021/22) to the extent that such sum, when treated as the top slice of 
the Shareholder’s income, falls above the threshold for higher rate tax. 

13.4 An individual Shareholder who is liable to tax on their income at the additional rate will be liable to 
CGT at a rate of 20 per cent. (for 2021/22). 
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UK resident Corporate Shareholders 

13.5 A disposal (or deemed disposal) of Common Shares or Depositary Interests by a corporate 
Shareholder may give rise to a gain or loss for the purposes of UK corporation tax, depending on the 
circumstances and subject to any available exemption or relief. The rate of UK corporation tax for 
2021/22 and 2022/23 is 19 per cent.,  rising to 25 per cent. for 2023/24 for companies with profits 
exceeding £250,000. 

Non UK resident Shareholders 

13.6 A Shareholder who is not resident for tax purposes in the UK will not generally be subject to CGT on 
a disposal of Common Shares or Depositary Interests unless the Shareholder is carrying on a trade, 
profession or vocation in the UK through a branch or agency (or, in the case of a corporate 
Shareholder, a permanent establishment) in connection with which the Common Shares or Depositary 
Interests are used, held or acquired. 

13.7 Such Shareholders may be subject to foreign taxation on any gain under local law. 

13.8 An individual Shareholder who has ceased to be resident for tax purposes in the UK for a period not 
exceeding five tax years and who disposes of all or part of their Common Shares or Depositary 
Interests during that period may be liable to CGT on their return to the UK, subject to available 
exemptions or reliefs. 

Taxation of dividends 

13.9 Liability to UK tax on dividends will depend upon the individual circumstances of the Shareholder. 

UK resident individual Shareholders 

13.10 An individual Shareholder who is resident for tax purposes in the UK and who receives a dividend from 
the Company will generally be entitled to a dividend tax free allowance per tax year (the “Dividend 
Allowance Amount”) (£2,000 for 2021/22) and will be subject to UK income tax on dividends received 
over and above this allowance. Dividends within the Dividend Allowance Amount will still count as taxable 
income when determining how much of the basic rate band or higher rate band has been used. 

13.11 Subject to the availability of any personal or other allowance and taking account of other dividends 
received by the relevant Shareholder in the same tax year, an individual Shareholder who is subject 
to UK income tax will be liable to UK income tax on the amount (if any) of a dividend received from 
the Company in respect of the Common Shares in excess of the Dividend Allowance Amount: 

(a) at the rate of 7.5 per cent. (for 2021/2022) to the extent that such amount falls below the 
threshold for the higher rate of UK income tax; 

(b) at the rate of 32.5 per cent. (for 2021/2022) to the extent that such amount, falls above the 
threshold for the higher rate of income tax but below the threshold for the additional rate of 
income tax; 

(c) at the rate of 38.1 per cent. (for 2021/22) to the extent that such amount falls above the 
threshold for the additional rate of income tax. 

In each case, in determining the applicable dividend rate, the dividend income is generally treated as 
the top slice of the Shareholder’s income. 

13.12 Under the Canadian and UK tax treaty, an individual Shareholder who is resident in the UK should be 
entitled to obtain credit for the Canadian withholding tax suffered on the dividend against their UK 
income tax liability (if any) on the dividend. 
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UK resident corporate Shareholders 

13.13 A corporate Shareholder (within the charge to UK corporation tax) which is a “small company” for 
the purposes of the UK corporation tax rules on dividends will not generally be subject to UK 
corporation tax on dividends from the Company, on the basis the payer is resident in a “qualifying 
territory” at the time the dividend is received, as long as the payer also meets the necessary 
conditions. A “qualifying territory” for these purposes is, inter alia, any territory with which the UK has 
a double tax treaty that has an appropriate non-discrimination clause, and this includes Canada. 
Other corporate Shareholders (within the charge to UK corporation tax) will not be subject to tax on 
dividends from the Company provided the dividends fall within an exempt class and certain conditions 
are met (including an anti-avoidance condition). 

13.14 If the conditions for exemption are not met or cease to be satisfied, or a Shareholder elects for an 
otherwise exempt dividend to be taxable, such Shareholder will be subject to UK corporation tax on 
dividends received from the Company, at the main rate of corporation tax (19 per cent. for 2021/2022) 
and 2022/23 rising to 25 per cent.  for 2023/24 for companies with profits exceeding £250,000), 
subject to the availability of any credit for Canadian tax withheld. 

13.15 Corporate shareholders will not be entitled to any relief for withholding tax suffered on dividends that 
are not subject to UK taxation. 

UK stamp duty and stamp duty reserve tax (“SDRT”) 

Transfers of Shares 

13.16 No charge to SDRT should arise on an unconditional agreement to transfer Common Shares provided 
that such Common Shares are not registered in a register kept in the UK by or on behalf of the 
Company. In practice, no UK stamp duty should be payable on a transfer of Common Shares, unless 
the transfer is effected by way of a written instrument executed in the UK. 

Issuances and transfers of Depositary Interests 

13.17 No charge to SDRT should arise on an unconditional agreement to transfer a Depositary Interest in 
Common Shares provided that (i) the Depositary Interests are issued in the UK or registered on a 
register kept in the UK; and (ii) the Common Shares to which they relate, and entitlements to which 
are held on trust for the holders of the relevant Depositary Interests, are “foreign securities”. 

13.18 “Foreign securities” includes shares which: 

(a) are issued by a company not incorporated in the UK and whose central management and 
control is not exercised in the UK; 

(b) are not registered in a register kept in the UK by or on behalf of the Company; and 

(c) are of the same class as shares in the company which are listed on a recognised stock 
exchange (which includes the TSXV). 

13.19 The Company believes that as at the date of this document the Common Shares to which the 
Depositary Interests relate should satisfy the above conditions to be “foreign securities” for these 
purposes. The comments regarding SDRT below assume that the Depositary Interests will fall within 
this exclusion from being “chargeable securities” for the purposes of SDRT at the relevant time. 

Issue of new Depositary Interests 

13.20 No SDRT should be chargeable on the issue of, or subscription for, new Depositary Interests. 

Transfers of Depositary Interests 

13.21 Assuming that transfers of Depositary Interests are effected between CREST accounts without any 
written instrument of transfer, no UK stamp duty should in practice be required to be paid on the 
transfer of such Depositary Interests. No UK SDRT should be payable on an agreement to transfer 
Depositary Interests. 
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14. Canadian Taxation 
General 

14.1 The following is a general summary of the principal Canadian federal income tax considerations 
generally relevant to Shareholders who acquire, as a beneficial owner, the Common Shares and who, 
at all relevant times, for purposes of the Income Tax Act (Canada) the (“Canadian Tax Act”) and the 
regulations thereunder in force as of the date hereof (the “Regulations”): (i) is not resident in Canada 
and is not deemed to be resident in Canada; (ii) does not use or hold, and is not deemed to use or 
hold the Common Shares in connection with carrying on a business in Canada; and (iii) holds the 
Common Shares as capital property (a “Non-Resident Shareholder”). Generally, the Common Shares 
will be considered to be capital property to a Non-Resident Shareholder unless the Non-Resident 
Shareholder holds or uses the Common Shares or is deemed to hold or use the Common Shares in 
the course of carrying on a business of trading or dealing in securities or has acquired them or 
deemed to have acquired them in a transaction or transactions considered to be an adventure or 
concern in the nature of trade. 

14.2 This summary is based upon the current provisions of the Canadian Tax Act and the Regulations, 
the current provisions of the Canada-United Kingdom Income Tax Convention (the “UK Treaty”), and 
the Company’s counsel’s understanding of the current administrative policies and assessing practices 
of the Canada Revenue Agency made publicly available in writing prior to the date hereof. This 
summary also takes into account specific proposals to amend the Canadian Tax Act announced prior 
to the date hereof by or behalf of the Minister of Finance (Canada) (the “Proposed Amendments”) 
and assumes that the Proposed Amendments will be enacted as proposed. No assurances can be 
given that the Proposed Amendments will become law. 

14.3 This summary is not exhaustive of all possible Canadian federal income tax considerations and does 
not take into account or anticipate any changes in law, administrative policy or assessing practice, 
whether by legislative, governmental, administrative or judicial action, other than the Proposed 
Amendments. This summary does not deal with foreign, provincial or territorial income tax 
considerations, which may differ from the federal considerations. 

14.4 This summary is of a general nature only and is not, and is not to be construed as, legal or income 
tax advice to any particular Non-Resident Shareholder and no representations concerning the income 
tax consequences to any particular Non-Resident Shareholder or prospective Non-Resident 
Shareholder are made. Accordingly, each Non-Resident Shareholder is urged to obtain independent 
tax advice as to the Canadian income tax consequences of an investment in Common Shares 
applicable to the Non-Resident Shareholder particular circumstances. 

14.5 Special rules, which are not discussed in this summary, may apply to a Non-Resident Shareholder 
that is an insurer that carries on business in Canada and elsewhere or an “authorized foreign bank” 
as defined in the Canadian Tax Act. 

Taxation of Dividends 

14.6 Any dividend on a Common Share that is paid or credited, or deemed to be paid or credited, by the 
Company to a Non-Resident Shareholder will be subject to Canadian withholding tax at the rate of 
25 per cent. of the gross amount of the dividend. The rate of withholding tax may be reduced under 
the provisions of an applicable income tax convention between Canada and the country in which the 
Non-Resident Shareholder is resident for tax purposes. For example, pursuant to the UK Treaty, the 
rate of withholding tax applicable to a dividend paid (or deemed to be paid) on a Common Share to 
a Non-Resident Shareholder who is a beneficial owner of the dividend and is a resident of the United 
Kingdom for purposes of, and entitled to the full benefits under, the UK Treaty (a “UK Shareholder”) 
will generally be reduced to 15 per cent. of the gross amount of the dividend (or 5 per cent. in the 
case of a UK Shareholder that is a company that controls, directly or indirectly, at least 10 per cent. 
of the voting power of the Company). The Company will be required to withhold any such tax from 
the dividend paid or credited to the Non-Resident Shareholder and will remit the withheld tax directly 
to the Receiver General for Canada for the account of the Non-Resident Shareholder. 
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Taxation of Capital Gains 

14.7 A Non-Resident Shareholder generally will not be subject to tax under the Canadian Tax Act on any 
capital gain realized by the Non-Resident Shareholder on a disposition (or deemed disposition) of a 
Common Share unless the Common Share constitutes “taxable Canadian property” to the Non-
Resident Shareholder for purposes of the Canadian Tax Act. Provided that the Common Shares are 
listed on a “designated stock exchange” as defined in the Canadian Tax Act (which includes tiers 1 
and 2 of the TSXV), the Common Shares generally will not constitute taxable Canadian property to 
the Non-Resident Shareholder unless at any time during the 60 month period immediately preceding 
the disposition: (i) the Non-Resident Shareholder, persons with whom the Non-Resident Shareholder 
does not deal at arm’s length, or partnerships in which the Non-Resident Shareholder, or a person 
with whom the Non-Resident Shareholder does not deal at arm’s length, holds a membership interest 
directly or indirectly through one or more partnerships, or the Non-Resident Shareholder together 
with all such persons, owned 25 per cent. or more of the issued shares of any class of the capital 
stock of the Company; and (ii) more than 50 per cent. of the fair market value of the Common Shares 
was derived directly or indirectly from one or any combination of real or immovable property situated 
in Canada, “Canadian resource properties” (as defined in the Canadian Tax Act), “timber resource 
properties” (as defined in the Canadian Tax Act) or options in respect of, or interests in, or for civil law 
rights in, such property whether or not such property exists. Further, Common Shares may be 
deemed to be taxable Canadian property to a Non-Resident Shareholder for purposes of the 
Canadian Tax Act in certain circumstances. 

14.8 If the Common Shares are considered taxable Canadian property to the Non-Resident Shareholder, 
then upon a disposition or a deemed disposition of such Common Shares (other than a disposition 
to the Company that is not a sale in the open market in the manner in which shares would normally 
be purchased by any member of the public in an open market), the Non-Resident Shareholder will 
realise a capital gain (or a capital loss) equal to the amount by which the proceeds of disposition of 
the Common Shares, net of any reasonable costs of disposition, exceed (or are less than) the adjusted 
cost base of the Common Shares to the Non-Resident Shareholder. The adjusted cost base to a 
Non-Resident Shareholder of the Common Shares will be determined by averaging the adjusted cost 
base to the Resident Shareholder of the Common Shares with the adjusted cost base of all other 
common shares (if any) of the Company held as capital property at that time by the Resident 
Shareholder and by making certain other adjustments required under the Canadian Tax Act. 

14.9 One half of any such capital gain (a “taxable capital gain”) realised by a Non-Resident Shareholder in 
a taxation year will be required to be included in computing the Non-Resident Shareholder’s income 
for that year, and one half of any such capital loss (an “allowable capital loss”) realised by the Non-
Resident Shareholder in a taxation year must generally be deducted against taxable capital gains 
realised by the Non-Resident Shareholder in that year from dispositions of taxable Canadian property. 
Allowable capital losses from dispositions of taxable Canadian property not deductible in the taxation 
year in which they are realised may ordinarily be carried back and deducted in any of the three 
preceding taxation years or carried forward and deducted in any subsequent taxation year against 
taxable capital gains realised in such years from dispositions of taxable Canadian property, subject 
to the detailed rules contained in the Canadian Tax Act in this regard.   

14.10 Any Non-Resident Shareholder that would otherwise be subject to Canadian income tax on a capital 
gain realized on a disposition of a Common Share that constitutes taxable Canadian property to the 
Non-Resident Shareholder may be eligible for relief pursuant to an income tax convention between 
Canada and the country in which the Non-Resident Shareholder is resident for tax purposes. Non-
Resident Shareholders who may hold Common Shares as “taxable Canadian property” should consult 
their own tax advisors. 

 

15. Working Capital 
15.1 The Directors and the Proposed Director, having made due and careful enquiry, are of the opinion 

that the working capital available to the Group will be sufficient for its present requirements, that is 
for at least 12 months from the date of Admission. 

AIM Rules, 
Schedule 2,  
para (c)
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16. Litigation 
16.1 No member of the Group is (or has been) engaged in any governmental, legal or arbitration 

proceedings, which may have, or have had, a significant effect on the Group’s financial position or 
profitability during the 12 months preceding the date of this document and, so far as the Directors 
and the Proposed Director are aware, there are no proceedings which are pending or threatened by 
or against any member of the Group. 

 

17. Significant and material change 
17.1 Save as disclosed in this document, there has been no significant change in the financial position 

and financial performance of the Group since 31 March 2021, being the date to which the unaudited 
interim financial information in Part 4 of this document has been prepared. 

17.2 NSAI has confirmed to the Company and Strand Hanson that, to the best of its knowledge and belief, 
there has been no material change in circumstances to those stated in the Competent Person’s 
Report since the effective date of such report. 

 

18. Material contracts 
The following contracts (not being contracts entered into in the ordinary course of business) which have 
been entered into by the Company or another member of the Group; (a) within the two (2) years immediately 
preceding the date of this document and are, or may be, material; or (b) which contain provisions under 
which the Company has any obligation or entitlement which is material as at the date of this document: 

 

Material contracts relating to the Group’s business 
18.1 The Reorganization and Investment Agreement 

The Reorganization and Investment Agreement in relation to the Reorganization  is summarised in 
Part 5, section 2.1. 

18.2 The Gulf Pine Acquisition Agreement 

The Gulf Pine Acquisition Agreement in relation to the Reorganization is summarised in Part 5, section 
2.2. 

18.3 Roundtree Purchase and Sale Agreement 

The Purchase and Sale Agreement in relation to the Roundtree Acquisition is summarised in Part 5, 
section 2.3(h). 

18.4 TCB Credit Agreement 

The TCB Credit Agreement is summarised in Part 5, sections 2.2(f) and 2.3(e), 2.3(j), 2.3(k), 2.3(m), 
2.3(n) and 2.3(o). 

18.5 Invico Credit Facility 

Southern US entered into the Invico Credit Agreement on 30 April 2021 establishing the Invico Facility. 
The Invico Facility is secured by the oil and gas properties of the Group. 

The Invico Facility consists of two tranches: Tranche A, which was drawn at closing and is US$5.5 
million; and Tranche B, which is up to US$3.0 million available until 31 December 2021 in multiple 
advances of no less than US$500,000 each. 

The Invico Facility matures on 30 April 2024 and bears interest at a rate of 12 per cent. per annum, 
paid monthly in arrears. 

Repayments of the principal amount outstanding under the Invico Facility must be made on a monthly 
basis by Southern US starting on 31 May 2021 in an amount equal to the sum of; (a) the outstanding 
amount under the Invico Facility multiplied by 1/A, where A equals the number of whole or part months 
remaining to the maturity date plus 12 months; and (b) on the last day of the second month following 

A1, 18.7.1

A1, 20.1

AIM Note for 
Mining, Oil and Gas 
Companies

A1, 18.6.1
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each fiscal quarter, the amount by which 50 per cent. of positive free cash flow (“FCF”) for the 
respective fiscal quarter. FCF is calculated as EBITDAX, less the aggregate of the Invico Facility 
principal and interest payments. 

Beginning on 30 June 2021 and as at each quarter-end thereafter, Southern US must comply with a 
financial covenant calculation related to an asset coverage ratio (“ACR”) of at least 2:1. ACR is the 
ratio of the net present value of Proved Developed Producing oil and gas properties as determined 
by an independent qualified engineer, using a price deck based on the forward commodity prices, 
discounted at 12 per cent. to the principal amount outstanding under the Invico Facility. 

Beginning 30 September 2021, and for each quarter-end thereafter, the Invico Facility requires 
Southern US to maintain a total debt service coverage ratio (“DSCR”) of greater than 1.25:1. DSCR 
is the ratio of EBITDAX to scheduled principal payments and interest expense. 

The Invico Facility is governed by the law of the state of Texas and is subject to the exclusive 
jurisdiction of the state and federal courts located within the Southern District of Texas. 

The Company has issued the Invico Warrants to Invico on the terms described in paragraphs 5.23 
and 5.24 of this Part 5 of this document. 

Material contracts relating to Admission 

18.6 Introduction Agreement 

Pursuant to an introduction agreement entered into on 4 August 2021 (the “Introduction Agreement”), 
the Company appointed Strand Hanson as its nominated adviser in connection with Admission and 
thereafter, to continue in that role in accordance with the terms of the Nominated Adviser Agreement 
(described at paragraph 18.10 below) and appointed each of Canaccord Genuity and Hannam & 
Partners as its joint brokers on an ongoing basis pursuant to the terms of the Canaccord Genuity 
Engagement Letter (described at paragraph 18.8 below) and the Hannam & Partners Engagement 
Letter (described at paragraph 18.9 below) respectively. The Introduction Agreement is conditional 
upon, among other things, Admission taking place no later than 8.00 a.m. on 11 August 2021 or 
such other time and date agreed by the Company, Strand Hanson and the Brokers, being no later 
than 3.00 p.m. on 24 August 2021. 

Pursuant to the Introduction Agreement, the Company has confirmed its agreement to pay to Strand 
Hanson and the Brokers certain listing fees. 

The Company has also agreed to pay all costs and expenses incidental to Admission including the 
fees of the legal and other professional expenses of Strand Hanson and the Brokers irrespective of 
whether or not Admission occurs (subject to a cap of £60,000 plus normal disbursements and VAT) 
in respect of the legal expenses of Strand Hanson and the Broker. 

Pursuant to the Introduction Agreement, the Company has given certain warranties and indemnities 
to Strand Hanson and the Brokers that are typical for agreements of this nature. Furthermore, the 
Company undertakes that for a period of six months following Admission, it will not, without prior 
consultation with Strand Hanson and the Brokers: 

(1) make any proposed public statement or announcement in relation to the financial position or 
affairs of the Company or the Group; or 

(2) enter into any proposed arrangement or agreement relating to a corporate transaction requiring 
disclosure under the AIM Rules, MAR, the TSXV Rules or Canadian Securities Laws. 

The Company further irrevocably to Strand Hanson that (unless Strand Hanson otherwise consents): 

(3) for so long as the Common Shares remain quoted on AIM but are no longer listed on the TSX 
or the TSXV, the Company will obtain Shareholder approval (by way of special resolution) for 
any issuance of the Common Shares or convertible securities for case; provided that 
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(4) such issuance, when aggregated with any other cash issuance in the previous 12 month 
period, or the date of de-listing from the relevant exchange (whichever period is shorter), 
exceeds 20 per cent. of the issued and outstanding Common Shares at the date of issuance. 

Strand Hanson and the Brokers are entitled to terminate the Introduction Agreement in specified 
circumstances prior to Admission, including, among other things, in the event of a material adverse 
change. If any of the conditions contained in the Introduction Agreement are not satisfied (or waived 
in whole or part where capable of waiver), the Agreement terminates (save for various provisions that 
survive termination) and Admission will not take place. 

The Introduction Agreement is governed by English law and the parties irrevocably submit to the 
non-exclusive jurisdiction of the High Court of Justice in England. 

18.7 Strand Hanson engagement letter 

Pursuant to a letter of engagement dated 9 April 2021, the Company appointed Strand Hanson to 
act as its nominated adviser to act on the Admission. The Company agreed to pay to Strand Hanson 
a corporate finance fee for its services payable on the achievement of various milestones. 

Pursuant to the terms of the Nominated Adviser Agreement (set out at paragraph 18.10 below) the 
Company will also pay to Strand Hanson an initial retainer fee per annum, for a minimum term of one 
year, in connection with its services as the Company’s Nominated Adviser. 

The Company agreed to reimburse Strand Hanson for any properly incurred out of pocket expenses 
including, but not limited to, all third party costs, the fees and expenses of Strand Hanson’s legal 
advisers and all fees and expenses payable in connection with Admission. 

Under the letter of engagement, the Company has given certain customary undertakings and 
indemnities to Strand Hanson in connection with its engagement. 

The letter of engagement is governed by English law, and the parties irrevocably submit to the 
jurisdiction of the courts of England and Wales. 

18.8 Canaccord Genuity broker engagement letter 

The Company has also appointed Canaccord Genuity as its joint broker on an ongoing basis pursuant 
to an engagement letter dated 26 July 2021. The Company has agreed to pay Canaccord Genuity 
an annual retainer fee in connection with its ongoing broking services and a one-off listing fee in 
relation to the Admission. Either party may terminate the engagement upon giving 3 months written 
notice. The engagement may also be terminated at any time by Canaccord Genuity in certain specific 
situations. In addition, the Company has agreed to pay all reasonable costs and expenses of 
Canaccord Genuity in connection with the engagement including legal fees. Under the letter of 
engagement, the Company has given certain customary undertakings and indemnities to Canaccord 
Genuity in connection with its engagement. The letter of engagement is governed by English law, 
and the parties irrevocably submit to the jurisdiction of the courts of England and Wales. 

18.9 Hannam & Partners broker engagement letter 

The Company has appointed Hannam & Partners as broker and financial adviser pursuant to an 
engagement letter dated 1 April 2021. The Company has agreed to pay Hannam & Partners an annual 
retainer fee in connection with its ongoing broking services and a one-off listing fee in relation to the 
Admission. Either party may terminate the engagement at any time. Under the letter of engagement, 
the Company has given certain customary undertakings and indemnities to Hannam & Partners in 
connection with its engagement. The letter of engagement is governed by English law, and the parties 
irrevocably submit to the jurisdiction of the courts of England. 

18.10 Nominated Adviser Agreement 

The Company and Strand Hanson have entered into a nominated adviser agreement dated 
4 August 2021 (the “Nominated Adviser Agreement”), pursuant to which Strand Hanson has agreed 
to act, following Admission, as the Company’s nominated adviser as required by the AIM Rules. 
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The Nominated Adviser Agreement provides for a minimum term of 24 months and thereafter is 
terminable by either party (without cause) on 3 months’ written notice. The Nominated Adviser 
Agreement provides for the Company to pay Strand Hanson an annual fee. 

The appointment will terminate immediately in the following circumstances, among others; (i) on 
Strand Hanson giving written notice to the Company in certain customary circumstances including, 
without limitation, if there is a material breach by the Company or any of the directors of the Company  
of its obligations under the Nominated Adviser Agreement or of the AIM Rules (which, where capable 
of remedy, remains unremedied within seven days of a request therefor by Strand Hanson); (ii) 
forthwith if Strand Hanson is removed for any reason from the register of nominated advisers 
maintained by the London Stock Exchange; (iii) by the Company giving written notice if there is a 
material breach by Strand Hanson of its obligations under the Nominated Adviser Agreement, where 
such breach has not been remedied within seven days; (iv) if the Common Shares are suspended 
from trading on AIM for more than 14 days for any reason; or (v) if the Company fails to comply with 
the advice of Strand Hanson given to the Company or its directors which, in the reasonable opinion 
of Strand Hanson, could damage the reputation of Strand Hanson. 

Under the Nominated Adviser Agreement, the Company has given customary undertakings and 
provided customary indemnities to Strand Hanson. The agreement is governed by the laws of England 
and Wales and the parties irrevocably submit to the jurisdiction of the courts of England and Wales. 

 

18.11 Lock-in and orderly market arrangements 

The Directors, the Proposed Director, Calvin Yau and Gary McMurren have each agreed with Southern 
Energy, Strand Hanson, Canaccord Genuity and Hannam & Partners not to dispose of their interests 
in the Derived Shares held or acquired by them for a period of at least 12 months from the date of 
Admission (the “Lock-in”). 

In addition, the Directors, Calvin Yau and Gary McMurren have each agreed to only dispose of any 
interest held in the Derived Shares held or acquired by them for a period of 24 months following 
Admission, with the consent of, and through one or both of the Brokers so as to ensure an orderly 
market in the Common Shares (the “OMA”). 

The Lock-In and OMA restrictions are subject to a number of exceptions, including, but not limited 
to, a disposal pursuant to: (i) an order made by a court with competent jurisdiction; (ii) a bona fide 
takeover bid made to all holders of the shares of Southern Energy or similar acquisition transaction; 
or (iii) with the prior consent of Strand Hanson and each of the Brokers. 

The aggregate interests following Admission which shall be subject to the lock-in and orderly market 
arrangements, as described above, will amount to 49,585,057 Common Shares, which is equivalent 
to approximately 13.7 per cent. of the Issued Share Capital on Admission. 

The agreement is governed by English law and the parties irrevocably submit to the jurisdiction of 
the courts of England. 

18.12 Depositary Deed Poll 

The Depositary made the Depositary Deed Poll in favour of DI Holders on 30 July 2021. The 
Depositary Deed Poll includes the following provisions. 

Pursuant to the Depositary Deed Poll, the Depositary will hold (itself or through the Custodian), as 
bare trustee, the underlying Common Shares and all and any rights and other securities, property 
and cash attributable to the underlying Common Shares for the benefit of the holders of the relevant 
Depositary Interests as tenants in common. The Depositary will re-allocate securities or Depositary 
Interests distributions allocated to the Depositary or Custodian pro rata to the Common Shares held 
for the respective accounts of the holders of Depositary Interests but will not be required to account 
for fractional entitlements arising from such re-allocation. 

Holders of Depositary Interests agree to give such warranties and certifications to the Depositary as 
the Depositary may reasonably require. In particular, holders of Depositary Interests warrant, inter 

alia, that the securities in the Company transferred or issued to the Depositary or Custodian on behalf 

A11, 7.4 
 
Schedule 2, Para (f)

 

263



of the Depositary for the account of the DI Holder are free and clear of all liens, charges, 
encumbrances or third party interests and that such transfers or issues are not in contravention of 
the Company’s constitutional documents or any contractual obligation, or applicable law or regulation 
binding or affecting such holder, and holders of Depositary Interests agree to indemnify the Depositary 
against any liability incurred as a result of any breach of such warranty. 

The Depositary and any Custodian shall pass on to the DI Holders all rights and entitlements received 
in respect of the underlying Common Shares. Rights and entitlements to cash distributions, to 
information, to make choices and elections and to attend and vote at meetings shall, subject to the 
Depositary Deed Poll, be passed on in the form in which they are received together with amendments 
and additional documentation necessary to affect such passing-on. If arrangements are made which 
allow a holder to take up rights in the Company’s securities requiring further payment, the holder 
must put the Depositary in cleared funds before the relevant payment date or other date notified by 
the Depositary if it wishes the Depositary to exercise such rights. 

The Depositary will be entitled to cancel Depositary Interests and treat the holders thereof as having 
requested a withdrawal of the underlying securities in certain circumstances, including where a 
DI Holder fails to furnish to the Depositary such certificates or representations and warranties as to 
matters of fact, including his or her identity, as the Depositary may deem necessary or appropriate. 

The Depositary warrants that it is an authorised person under the FSMA and is duly authorised to 
carry out custodial and other activities under the Depositary Deed Poll. It also undertakes to maintain 
that status and authorisation. 

The Depositary Deed Poll contains provisions excluding and limiting the Depositary’s liability. For 
example, the Depositary shall not be liable to any DI Holder or any other person for liabilities in 
connection with the performance or non-performance of obligations under the Depositary Deed Poll 
or otherwise except as may result from its negligence or wilful default or fraud or that of any person 
for whom it is vicariously liable, provided that the Depositary shall not be liable for the negligence, 
wilful default or fraud of any Custodian or agent which is not a member of its group unless it has 
failed to exercise reasonable care in the appointment and continued use and supervision of such 
Custodian or agent. Except in the case of personal injury or death, any liability incurred by the 
Depositary to a holder under the Depositary Deed Poll is limited to the lesser of: 

(a) the value of the Common Shares that would have been properly attributable to the Depositary 
Interests to which the liability relates; and 

(b) that proportion of £10 million which corresponds to the portion which the amount the 
Depositary would otherwise be liable to pay to the holder bears to the aggregate of the 
amounts the Depositary would otherwise be liable to pay to all such holders in respect of the 
same act, omission, or event which gave rise to such liability or, if there are no such amounts, 
£10 million. The Depositary is entitled to charge holders of Depositary Interests fees and 
expenses for the provision of its services under the Depositary Deed Poll. 

Each holder of Depositary Interests is liable to indemnify the Depositary and any Custodian (and their 
agents, officers and employees), and hold each of them harmless from and against all liabilities arising 
from or incurred in connection with, or arising from any act related to, the Depositary Deed Poll so 
far as they relate to the property held for the account of that holder, other than those caused by or 
resulting from the wilful default, negligence or fraud of (i) the Depositary or (ii) the Custodian or any 
agent if such Custodian or agent is a member of the Depositary’s group or if, not being a member of 
the same group, the Depositary shall have failed to exercise reasonable care in the appointment and 
continued use of such Custodian or agent. 

The Depositary is entitled to make deductions from the Common Shares or any income or capital 
arising therefrom, or to sell such Common Shares and make deductions from the sale proceeds 
thereof, in order to discharge the indemnification obligations of DI Holders. 

The Depositary may terminate the Depositary Deed Poll by giving not less than 30 days prior written 
notice. Upon such notice period, DI Holders shall be deemed to have requested the cancellation of 
their Depositary Interests and withdrawal of their corresponding Common Shares and, if any 
Depositary Interests remain outstanding after termination, the Depositary shall, as soon as reasonably 
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practicable, and amongst other things; (i) deliver the Common Shares in respect of the Depositary 
Interests to the relevant DI Holder or, at the Depositary’s discretion; (ii) sell all or part of such Common 
Shares. It shall, as soon as reasonably practicable, deliver the net proceeds of any such sale, after 
deducting any sums due to the Depositary, together with any other cash held by it under the 
Depositary Deed Poll pro rata to the DI Holders in respect of their Depositary Interests. 

The Depositary may require from any holder or former or prospective holder: (i) information as to the 
capacity in which Depositary Interests are owned or held by such holders and the identity of any 
other person with any interest of any kind in such Depositary Interests or the underlying Common 
Shares and the nature of such interests; (ii) evidence or declaration of nationality or residence of the 
legal or beneficial owner(s) of Depositary Interests and such information as is required to transfer the 
relevant Depositary Interests or Common Shares to the holder; and (iii) such information as is 
necessary or desirable for the purposes of the Depositary Deed Poll or CREST system, and holders 
are bound to provide such information requested. The holders of Depositary Interests consent to the 
disclosure of such information by the Depositary or Custodian to the extent necessary or desirable 
to comply with their respective legal or regulatory obligations. 

Furthermore, to the extent that the Company’s constitutional documents or applicable law may 
require, the disclosure to the Company of, or limitations in relation to, beneficial or other ownership 
of, or interests of any kind whatsoever in the Company’s securities, the DI Holders are to comply with 
the Company’s instructions with respect thereto, as may be forwarded to them from time to time. 

It should also be noted that holders of Depositary Interests may not have the opportunity to exercise 
all of the rights and entitlements available to holders of Common Shares, including, for example, the 
ability to vote on a show of hands. In relation to voting, it will be important for holders of Depositary 
Interests to give prompt instructions to the Depositary or its nominated Custodian, in accordance with 
any voting arrangements made available to them, to vote the underlying Common Shares on their 
behalf or, to the extent possible, to take advantage of any arrangements enabling holders of Depositary 
Interests to vote such Common Shares as a proxy of the Depositary or its nominated Custodian. 

The Depositary Deed Poll is governed by English law and the DI Holders irrevocably agree to submit 
to the jurisdiction of the courts of England. 

18.13 Depositary Agreement 

The Depositary Agreement was entered into between the Company and the Depositary on 
30 July 2021. 

Under the Depositary Agreement, the Company appoints the Depositary to constitute and issue from 
time to time, upon the terms of the Depositary Deed Poll, a series of Depositary Interests representing 
Common Shares and to provide certain other services (including depositary services, custody services 
and dividend services) in connection with such Depositary Interests. 

The Depositary agrees that it will comply with the terms of the Depositary Deed Poll and that it will 
perform its obligations with reasonable skill and care. The Depositary assumes certain specific 
obligations, including, for example, to arrange for the Depositary Interests to be admitted to CREST 
as participating securities and provide copies of, and access to, the DI Register. 

The Company agrees to provide such information, data and documentation to the Depositary as is 
reasonably required by the Depositary for the purposes of performing its duties, responsibilities and 
obligations under the Depositary Agreement. 

The Company also agrees to ensure and to procure written confirmation that the Canadian Registrar 
and Transfer Agent will not process any transfers of shares in the Company issued pursuant to a 
private placement and which are subject to a trading restriction and which includes a legend or 
notification describing such trading restriction on the share certificates, DRS advices or confirmation 
of issuances under an electronic book-entry system from the Share Register to the branch register 
of members maintained on behalf of the Company by the Registrar.  
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The Depositary is to indemnify the Company against any loss, liability, cost and expense reasonably 
incurred (including reasonable legal fees) which the Company suffers or incurs in as a result of any 
claim made against the Company by any DI Holder or any person having any direct or indirect interest 
in any Depositary Interests held by a DI Holder or the Common Shares represented thereby, which 
arise out of a breach of the terms of the Depositary Deed Poll save where, such loss, liability, cost or 
expense arises as a result of or in connection with the fraud, negligence or wilful default of 
the Company. 

Subject to earlier termination, the appointment of the Depositary shall continue for a fixed period of 
three (3) year and thereafter shall automatically renew for successive periods of 12 months until 
terminated in accordance with the terms of the Depositary Agreement. Should the Depositary 
Agreement be terminated for any reason, the Company shall pay to the Depositary, the Depositary’s 
reasonable costs and expenses of transferring the DI Register to its new registrar, as well as a £5,000 
administration fee. Either party may terminate the Depositary Agreement with immediate effect by 
notice in writing if; (i) the other party shall be in material breach of any material term (of the Depositary 
Agreement) and such breach is not remedied within 45 days of a request for such remedy; (ii) a 
resolution is passed for an order made for the winding-up, dissolution or administration of the other 
party, or if the other party is declared insolvent or if an administrator, administrative receiver, manager 
or provisional liquidator (or similar officer to any of the foregoing in the relevant jurisdiction) is appointed 
over the whole of or a substantial part of the other party or its assets or undertakings (or any 
analogous procedure or step is taken in any jurisdiction in respect of the aforementioned).; or (iii) by 
service of three (3) months’ written notice should the parties not reach an agreement regarding any 
increase in respect of the fees payable under the Depositary Agreement. 

The Depositary will be entitled to sub-contract the provision of the services provided under the 
Depositary Agreement, provided that it remains liable for the acts and omissions of such 
sub-contractors as if it were its own acts and omissions. 

The Company is to pay to the Depositary an annual fee for the services. The Company shall pay a 
fixed fee for the deposit, cancellation and transfer of the Depositary Interests and the compilation of 
the initial DI Register. The Company shall in addition reimburse the Depositary within 30 days of the 
Depositary’s invoice for all network charges, CREST charges, money transmission and banking 
charges and other out-of-pocket expenses incurred by it in connection with the provision of the 
services under the Depositary Agreement. 

The Company will indemnify the Depositary from and against all losses, liabilities, damages, claims, 
costs and expenses or other liabilities which the Depositary incurs: (i) as a result of any claim made 
against the Depositary by a DI Holder or any person having a direct or indirect interest in the Common 
Shares arising out of the Depositary’s obligations, duties and responsibilities under the Depositary 
Agreement and the Deed Poll, save in respect of such that results from the Depositary’s negligence, 
wilful default or fraud; or (ii) by reason of breach of the warranties and undertakings given by the 
Company under the Depositary Agreement. 

The aggregate liability of the Depositary to the Company arising out of or in connection with the 
Depositary Agreement will not exceed the lesser of £500,000 or five (5) times the annual fee payable 
to the Depositary. 

The Depositary Agreement is governed by the laws of England and the parties submit to the exclusive 
jurisdiction of the English courts. 

18.14 Registrar Agreement 

The Company has entered into a transfer agent and registrar agreement (the “Registrar Agreement”) 
with Odyssey Trust Company (the “Canadian Registrar and Transfer Agent”) on 1 December 2019, 
under which the Canadian Registrar and Transfer Agent agreed to provide services connected with 
the maintenance of the Company’s register. The Canadian Registrar and Transfer Agent is entitled to 
receive fees in such amount as set out in the fee proposal scheduled to the Registrar Agreement. 
The Registrar Agreement has no fixed term and may be terminated by either party at any time on 
giving 90 days’ notice. The Registrar Agreement contains certain indemnities given by the Company 
to the Canadian Registrar and Transfer Agent which are customary for an agreement of this nature. 
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There is no direct contractual relationship between the Shareholders and the Canadian Registrar and 
Transfer Agent. Shareholders therefore have no direct contractual rights against the Canadian 
Registrar and Transfer Agent, and there are only limited circumstances under which a Shareholder 
may potentially bring a claim against the Canadian Registrar and Transfer Agent. 

The Registrar Agreement is governed by the laws of Province of Alberta and the federal laws of 
Canada applicable therein and the parties submit to the jurisdiction of the courts of the Province of 
Alberta and all courts of appeal therefrom. 

18.15 Guernsey Registrar Services Agreement 

The Company has entered into a registrar services agreement with Link Market Services (Guernsey) 
Limited (the “Registrar”) on 30 July 2021 (the “Registrar Services Agreement”), under which the 
Registrar will provide services connected with the maintenance of the Company’s register in Guernsey, 
to allow for the easy movement between the certificated Common Shares and the Depositary 
Interests. The Registrar receives fees in such amount as set out in schedule 1 of the Registrar Services 
Agreement. The Registrar Services Agreement has an initial period of 3 (three) years, and will 
automatically renew for successive periods of 12 months thereafter. The Registrar Services Agreement 
may be terminated on the end of the initial period or at the end of each successive period, provided 
that 6 months’ notice is given by either party prior to the end of the initial period or successive period 
as the case may be. There are circumstances contained in the Registrar Services Agreement under 
which the agreement can be terminated on shorter notice. The Registrar Services Agreement contains 
certain indemnities given by the Company to the Registrar which are customary for an agreement of 
this nature. 

There is no direct contractual relationship between the Shareholders and the Registrar. Shareholders 
therefore have no direct contractual rights against the Registrar, and there are only limited 
circumstances under which a Shareholder may potentially bring a claim against the Registrar. 

The Registrar Services Agreement is governed by the laws of Guernsey, and the parties submit to 
the exclusive jurisdiction of the Guernsey Courts. 

19. Related party transactions 
 

Save as disclosed in the financial information set out in Part 4 of this document, there were no related party 
transactions by any Group company that were entered into during the financial years ended 31 December 
2018, 2019 and 2020 or during the period between 1 January 2021 and the Latest Practicable Date. 

20. Intellectual property 
The Company has confirmed that it does not have any registered intellectual property other than its website 
domain name – www.southernenergycorp.com. 

21. Employees 
 

As at the date of this document, Southern Energy had thirteen employees in Canada and six in the 
United States. 

22. Properties 
Other than the Group’s surface and subsurface oil and gas rights described in Parts 1 and 3 of this 
document, the Group does not own any material real property. Members of the Group lease office space in 
Calgary, Alberta and New Hebron, Mississippi. 

23. Consents and other information 
23.1 Strand Hanson, the nominated adviser to the Company has given and not withdrawn its written 

consent to the issue of this document with the inclusion in it of references to its name in the form and 
context in which they appear. Strand Hanson is registered in England and Wales as a private company 

A1, 15.1

A1. 17.1
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under the Companies Act of Great Britain with number 02780169 and is regulated by the FCA. Its 
registered office is at 26 Mount Row, London W1K 3SQ. 

23.2 Hannam & Partners and Canaccord Genuity have each given and not withdrawn their written consent 
to the issue of this document with the inclusion in it of references to their name in the form and context 
in which they appear. 

 

23.3 NSAI has given and not withdrawn its written consent to the issue of this document with the inclusion 
in it of its report contained in Part 3 of this document, and references thereto and to its name in the 
form and context in which they appear. NSAI has no material interest in the Company. 

 

23.4 Deloitte LLP of Suite 700, 850 – 2nd Street S.W., Calgary, Alberta T2P 0R8 are the auditors of the 
Company. 

 

23.5 The total costs and expenses payable by the Company in connection with Admission (including 
professional fees, the costs of printing and registrars fees) are estimated to amount to £1.11 million 
(approximately C$1.91 million) excluding VAT. 

 

23.6 Save as otherwise disclosed in this document, there are no patents or other intellectual property 
rights, licences or particular contracts which are of fundamental importance to the Group’s business 
or profitability. 

 

23.7 Save as otherwise disclosed in this document, there have been no significant authorised or contracted 
capital commitments of the Group as at the date of publication of this document. 

 

23.8 No environmental issues have arisen in the past 12 months which would have had a significant effect 
on the Company’s financial position or profitability. The Group performs an annual review of its 
forecasted abandonment and site reclamation costs. These costs are estimated utilising the 
Mississippi and Alabama Oil and Gas Board Rule Books and the Alberta Energy Regulator’s 
abandonment and liability calculation spreadsheet as a basis, but the Group’s review is further 
augmented with adjustments on an individual well and facility basis. The review considers the following 
factors in assessing liability: well depth, nature of the production stream, the nature, location and 
condition of the surface lease, age of the well or facility, number of zones to be abandoned, and 
presence of salvageable equipment such as tanks, tubing, and rods. The abandonment cost 
determined is net of salvage. The total estimated, inflated undiscounted risked cash flows required 
to settle the provision is approximately C$5.9 million at 31 December 2020, which have been 
discounted using a risk free interest rate of 1.0 per cent. These obligations are to be settled based 
on the economic lives of the underlying assets, which currently extend up to 50 years into the future 
and which are intended be funded from general corporate resources at the time of abandonment. 

23.9 Save as disclosed in this document, the Company is not aware of any material environmental issues 
or risks affecting the utilisation of the Group’s tangible fixed assets or its operations. 

 

23.10 Save as otherwise disclosed in this document, no person has (excluding those professional advisers 
disclosed in this document and trade suppliers): 

(i) received, directly or indirectly, from the Company within the 12 months preceding the date of 
this document; or 

(ii) entered into any contractual arrangements (not otherwise disclosed in this document) to 
receive, directly or indirectly, from the Company on or after Admission any of the following: 

o fees totalling either £10,000 or more; 

o securities in the Company with a value of either £10,000 or more calculated by reference 
to the expected price of a Common Share at Admission; or 

o any other benefit with a value of either £10,000 or more or more at the date of 
Admission. 

 

23.11 No payments aggregating over £10,000 have been made by any member of the Group, or on behalf 
of it, since 1 January 2020 up to the Latest Practicable Date to any government or regulatory authority 
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para (h)
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or similar body with regard to the acquisition, or maintenance of, the Group’s assets, licences, joint 
ventures or other arrangements owned by the Group, other than the following: 

Entity                                             Aggregate payment (£)1                              Payment type 

Mississippi Department of Revenue                                 £788,855             Severance and Sales Tax 
Mississippi Oil & Gas Board                                              £75,134                         Maintenance Fee 

23.12 The directors of the Company will comply with Rule 21 of the AIM Rules and Article 19 of MAR relating 
to directors’ and applicable employees’ dealings in Common Shares and to this end, the Company 
has adopted an appropriate insider trading policy. 

 

23.13 Save as disclosed in this document, the Directors and the Proposed Director are unaware of: 

(i) any significant trends in production, sales and inventory and costs and selling prices from 
31 March 2021 (being the date to which the latest unaudited financial information set out in 
Part 4 of this document was prepared) to the date of this document; 

(ii) any trends, uncertainties, demands, commitments or events that are reasonably likely to have 
a material effect on the Group’s prospects for at least the current financial year; or 

(iii) any exceptional factors which have influenced the Company’s activities. 
 

23.14 Save as otherwise disclosed in this document, none of the Directors, the Proposed Director and no 
member of their respective families (as defined in the glossary to the AIM Rules) is interested in any 
related financial product referenced to the Common Shares (being a financial product whose value 
is, in whole or in part, determined directly or indirectly by reference to the price of the Common Shares, 
including a contract for difference or a fixed odds bet). 

 

23.15 There are no mandatory takeover bids outstanding in respect of the Company and no public takeover 
bids have been made by third parties either in the last financial year or the current financial year of 
the Company. 

23.16 The information required by Rule 26 of the AIM Rules will be available at 
www.southernenergycorp.com from the date of Admission. 

 

23.17 No temporary documents of title will be issued. 

24. Availability of Admission Document 
Copies of this document, which contains full details about the Company and the admission of its securities, 
will be available from the offices of Strand Hanson, 26 Mount Row, London W1K 3SQ, during normal 
business hours on any weekday (Saturdays, Sundays and public holidays excepted) for a period of one 
month from the date of Admission. A copy of this document is also available for download at the Company’s 
website at www.southernenergycorp.com. 

A1, 10.1 
 
 
A1, 10.2

AIM Rules, 
Schedule 2, para (i) 

A1, 4.10 

 

1 Calculated at the average exchange rate of £1:US$1.32 for the period 1 January 2020 to the Latest Practicable Date
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