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THE INFORMATION CONTAINED W ITHIN THIS ANNOUNCEMENT IS DEEMED BY THE COMPANY TO CONSTITUTE
INSIDE INFORMATION AS STIPULATED UNDER THE MARKET ABUSE REG ULATION (REG ULATION 596/2014/EU)
AS IT FORMS PART OF UK DOMESTIC LAW PURSUANT TO THE EUROPEAN UNION (W ITHDRAWAL) ACT 2018, AS
AMENDED. UPON PUBLICATION OF THIS ANNOUNCEMENT VIA A REG ULATORY INFORMATION SERVICE THIS
INSIDE INFORMATION IS NOW CONSIDERED TO BE IN THE PUBLIC DOMAIN.

 
SOUTHERN ENERGY CORP. ANNOUNCES EXECUTION OF A PURCHASE AND SALE AGREEMENT IN

RESPECT OF A SYNERGISTIC ~ 400 BOE/D ASSET ACQUISITION TO CONSOLIDATE THE
GWINVILLE FIELD

Calgary, Alberta - May 23, 2023 - Southern Energy Corp. ("Southern" or the "Company") (TSXV:SOU)
(AIM:SOUC)(OTCQX:SOUTF) is pleased to announce that it has entered into a defini!ve agreement with
PetroTX Energy, LLC ("PetroTX") to acquire the remaining producing acreage in the Gwinville Field not already
owned by the Company (the "Assets"), in Jefferson Davis County, Mississippi for a cash purchase price of $3.2
million (the "Transaction").

The Assets are currently producing approximately 400 boe/d (99% natural gas) of high working interest
produc!on at less than 8% projected annual decline from over 8,500 acres of held-by-produc!on acreage and
include significant redevelopment opportuni!es in the Selma Chalk forma!on. The Company recently
ini!ated a field redevelopment program in Gwinville by employing modern horizontal drilling and mul!-
stage s!mula!on techniques on 10 operated wells drilled to date. The Assets are expected to increase well
inventory in Gwinville by as much as 20%. The Transac!on will allow Southern to design the surface and
bottomhole field development plan more efficiently and cost-effectively. 

The opera!onal synergies that are expected to be realized by integra!ng the Assets with the Company's
exis!ng opera!ons are alone significant enough for the Company to achieve strong financial returns on the
Transac!on, before any incremental cash flow from the Assets. The Company an!cipates that the Asset's
opera!ng cost savings of more than 30% are expected to be realized almost immediately aEer comple!ng the
Transac!on, primarily driven by the consolida!on of infrastructure, staff and services in the Gwinville Field.
The Transac!on is consistent with the Company's strategy to consolidate stable, low decline, cash flowing
assets that have been historically under-capitalized at highly attractive and accretive metrics.

Transaction Highlights (1):

·    PDP PV10 value of $7.7 million, including opera9ons synergies, represen9ng a PDP PV34 valua9on or a
nearly 60% discount to PDP PV10

o  This includes expected operational synergies with a PV10 value of more than $5 million

·    Next twelve months cash flow of $0.9 million, representing a 3.6x cash flow multiple; 2022 cash flow of
$3.7 million, representing a 0.9x cash flow multiple

·    Flowing Production (WI) addition per boe/d acquired of $7,800 ($1,300/Mcfe/d), on an annual basis

·    1.8 MMboe PDP Reserves (WI) addition at implied price of $1.76/boe

·    Potential 2P Reserves (WI) addition of 14.5 MMboe; 20+ net Selma Chalk drilling locations identified

·    Projected 7% increase to sales gas volumes through fuel gas reduction

·    Es!mated opera!ng cost savings of more than 30% expected to be achieved through synergies with
our current Gwinville acreage

·    239 total / 204 producing (net) wells with low future plugging liability associated with the assets
 
PDP reserves, 2P reserves and PV10 in respect of the Assets have been internally es!mated by the Company's
Internal Qualified Reserve Evaluator ("QRE") and prepared in accordance with Na!onal Instrument 51-101 -
Standards of Disclosure for Oil and Gas Ac!vi!es ("NI 51-101") and the most recent publica!on of the
Canadian Oil and Gas Evalua!on Handbook ("COGEH"). "Internally es!mated" means an es!mate that is
derived by the Company's internal QRE and prepared in accordance with NI 51-101. All internal es!mates
contained in this press release have been prepared effec!ve as of June 1, 2023. Reserves values are based on
working interest reserves of the Assets before deduc!on of royal!es and without including any of royalty
interest reserves.
 
The cash considera!on payable under the Transac!on of $3.2 million will be funded through exis!ng capacity
from the senior secured term loan (the "Credit Facility") with Southern's current lender, who is highly
suppor!ve of the Transac!on. The effec!ve date and proposed closing date of the Transac!on is June 1, 2023.
The Transac!on is highly accre!ve to Southern from an opera!ng and financial perspec!ve as it will be
funded through the current Credit Facility while s!ll maintaining healthy debt to cash flow levels. Southern
expects to have approximately $14.5 million of capacity remaining on the Credit Facility aEer closing the
Transac!on, which provides ample funds to complete the four drilled but uncompleted wells from the
Gwinville drilling program when natural gas prices are supportive.
 
Pursuant to the terms of the Agreement, the Company has also agreed to grant PetroTX minor overriding



 
Pursuant to the terms of the Agreement, the Company has also agreed to grant PetroTX minor overriding
royal!es over two of the Asset's wells, which currently are not producing and would require remedial work to
re-commence production, but were each previously producing approximately 400 Mcf/d.
 
Hannam & Partners acting as financial advisor to the Company in relation to the Transaction.

Ian Atkinson, President and CEO of Southern, commented:

"We are very excited to consolidate the Gwinville Field under one operator at an accre�ve price for our
shareholders. This will be the first �me this has been done in over 30 years since Selma Chalk and City Bank early
explora�on and development started in the 1990s. Our team will seek to incorporate these opera�ons with our
own, achieving substan�al synergies and cost savings that will help drive a very quick return of capital even at
current natural gas pricing. The Finding, Development and Acquisi�on (FD&A) metrics of the Assets are
outstanding and will add over 20 Selma Chalk drilling loca�ons to our already deep inventory in the Gwinville
Field. The Transac�on demonstrates our ability to execute our high value inorganic growth strategy at low cost
during periods of weaker natural gas pricing to add accre�ve, high quality assets to the por0olio that we will
eventually grow organically when commodity prices are more supportive."      

 
 
 
Corporate Presentation
 
A new corporate presenta!on dated May 2023 is now available on the Company website at
www.southernenergycorp.com.
 
Qualified Person's Statement
 
Gary McMurren, COO, who has over 22 years of relevant experience in the oil industry and has approved the
technical informa!on contained in this announcement. Mr. McMurren is registered as a Professional Engineer
with the Associa!on of Professional Engineers and Geoscien!sts of Alberta and received a Bachelor of
Science degree in Chemical Engineering (with distinction) from the University of Alberta.
 
For further information about Southern, please visit our website at www.southernenergycorp.com or contact:

Southern Energy Corp.
Ian Atkinson (President and CEO)
Calvin Yau (CFO)

 
+1 587 287 5401
+1 587 287 5402
 

Strand Hanson Limited - Nominated & Financial Adviser
James Spinney / James Bellman 
 
Canaccord Genuity - Joint Broker
Henry Fitzgerald-O'Connor / James Asensio

+44 (0) 20 7409 3494
 
 
+44 (0) 20 7523 8000
 

Stifel Nicolaus Europe Limited - Joint Broker
Callum Stewart / Ashton Clanfield
 
Tennyson Securities - Joint Broker
Peter Krens / Pav Sanghera
 
Camarco
Owen Roberts / Billy Clegg / Hugo Liddy

+44 (0) 20 7710 7600
 
 
+44 (0) 20 7186 9033
 
 
+44 (0) 20 3757 4980
 

 
 
The informa�on contained within this announcement is deemed by the Company to cons�tute inside
informa�on as s�pulated under the Market Abuse Regula�on (EU) No. 596/2014 as it forms part of United
Kingdom domestic law by virtue of the European Union (Withdrawal) Act 2018, as amended.
 
About Southern Energy Corp.
Southern Energy Corp. is a natural gas explora!on and produc!on company characterized by a stable, low-
decline produc!on base, a significant low-risk drilling inventory and strategic access to premium commodity
pricing in North America. Southern has a primary focus on acquiring and developing conven!onal natural gas
and light oil resources in the southeast Gulf States of Mississippi, Louisiana, and East Texas. Our management
team has a long and successful history working together and have created significant shareholder value
through accre!ve acquisi!ons, op!miza!on of exis!ng oil and natural gas fields and the u!liza!on of re-
development strategies utilizing horizontal drilling and multi-staged fracture completion techniques.

READER ADVISORY

Currency. All currency amounts in this press release are in United States dollars (unless otherwise stated).

Disclosure of Oil and Gas Information
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Unit Cost Calcula9on. Natural  gas  l iquids  volumes are recorded in barrels  of oi l  (bbl ) and are converted to a  thousand

cubic feet equivalent (Mcfe) us ing a  ra!o of s ix (6) thousand cubic feet to one (1) barrel  of oi l  (bbl ). Natural  gas  volumes

recorded in thousand cubic feet (Mcf) are converted to barrels  of oi l  equivalent (boe) us ing the ra!o of s ix (6) thousand

cubic feet to one (1) barrel  of oi l  (bbl ). Mcfe and boe may be mis leading, par!cularly i f used in isola!on. A boe convers ion

ra!o of 6 mcf:1 bbl  or a  Mcfe convers ion ra!o of 1 bbl :6 Mcf is  based in an energy equivalency convers ion method

primari ly appl icable at the burner !p and does  not represent a  value equivalency at the wel lhead. I n addi!on, given that

the value ra!o based on the current price of oi l  as  compared with natural  gas  is  s ignificantly different from the energy

equivalent of s ix to one, u!l izing a  boe convers ion ra!o of 6 Mcf:1 bbl  or a  Mcfe convers ion ra!o of 1 bbl :6 Mcf may be

mis leading as  an indication of value.

Product Types. References  to "natural  gas" throughout this  press  release refer to conven!onal  natural  gas  as  defined by NI

51-101.

Reserves Disclosure. Al l  reserves  values  and anci l lary informa!on contained in this  press  release are derived from the

Q R E's  evalua!on of the Assets  unless  otherwise noted. Al l  reserve references  in this  press  release are "company gross

reserves". Company gross  reserves  are the sel ler's  total  working interest reserves  before the deduc!on of any royal!es

payable by the sel ler in respect of the Assets . Es!mates  of reserves  for individual  proper!es  may not reflect the same level

of confidence as  es!mates  of reserves  for a l l  proper!es, due to the effect of aggrega!on. There is  no assurance that the

forecast price and cost assump!ons appl ied by the Q R E in evalua!ng the Assets  wi l l  be aRained and variances  could be

materia l . Al l  reserves  ass igned to the Assets  are located in the State of Miss iss ippi  and presented on a consol idated bas is .

Drilling Locations. This  press  release discloses  dri l l ing inventory in respect of the Assets  as  unbooked/poten!al  loca!ons.

Unbooked loca!ons are internal  es!mates  based on the prospec!ve acreage and an assump!on as  to the number of wel ls

that can be dri l led per sec!on based on industry prac!ce and internal  review. Unbooked loca!ons do not have aRributed

reserves  or resources.

Al l  of the net dri l l ing locations  identi fied herein are currently unbooked locations  in the Company's  inventory.

Unbooked loca!ons have been iden!fied by management as  an es!ma!on of mul!-year dri l l ing ac!vi!es  in respect of the

Assets  based on evalua!on of appl icable geologic, seismic, engineering, produc!on and reserves  informa!on. There is  no

certainty that the Company wi l l  dri l l  a l l  unbooked dri l l ing loca!ons and i f dri l led there is  no certainty that such loca!ons

wi l l  result in addi!onal  oi l  and gas  reserves, resources  or produc!on. The dri l l ing loca!ons cons idered for future

development wi l l  ul!mately depend upon the avai labi l i ty of capital , regulatory approvals , seasonal  restric!ons, oi l  and

natural  gas  prices , costs , actual  dri l l ing results , addi!onal  reservoir informa!on that i s  obtained and other factors . W hi le

certain of the unbooked dri l l ing loca!ons have been de-risked by dri l l ing exis!ng wel ls  in rela!ve close proximity to such

unbooked dri l l ing locations, other unbooked dri l l ing locations  are farther away from existing wel ls  where management has

less  informa!on about the characteris!cs  of the reservoir and therefore there is  more uncertainty whether wel ls  wi l l  be

dri l led in such loca!ons and i f dri l led there is  more uncertainty that such wel ls  wi l l  result in addi!onal  oi l  and gas

reserves, resources  or production.

P roved reserves  are those reserves  that can be es!mated with a  high degree of certainty to be recoverable. I t i s  l ikely that

the actual  remaining quan!!es recovered wi l l  exceed the es!mated proved reserves. P robable reserves  are those

addi!onal  reserves  that are less  certain to be recovered than proved reserves. I t i s  equal ly l ikely that the actual  remaining

quan!!es recovered wi l l  be greater or less  than the sum of the es!mated proved plus  probable reserves. P roved developed

producing reserves  are those reserves  that are expected to be recovered from comple!on intervals  open at the !me of the

es!mate. These reserves  may be currently producing or, i f shut-in, they must have previous ly been on produc!on, and the

date of resump!on of produc!on must be known with reasonable certainty. Undeveloped reserves  are those reserves

expected to be recovered from known accumula!ons where a s ignificant expenditure (e.g., when compared to the cost of

dri l l ing a  wel l ) i s  required to render them capable of produc!on. They must ful ly meet the requirements  of the reserves

category (proved, probable, poss ible) to which they are ass igned. Certain terms used in this  press  release but not defined

are defined in NI  51-101, C SA Staff No!ce 51-324 - Revised Glossary to NI  51-101, Revised Glossary to NI  51-101, Standards

of Disclosure for O i l  and Gas  Ac!vi!es  ("C SA Staff No!ce 51-324") and/or the CO GEH and, unless  the context otherwise

requires , shal l  have the same meanings  herein as  in NI 51-101, CSA Staff Notice 51-324 and the COGEH, as  the case may be.

Abbreviations
 

2P proved plus  probable reserves

bbl barrels

Mbbls thousand barrels

bbls/d barrels  per day



bbls/d barrels  per day

$M thousands of US dol lars

boe barrels  of oi l  equivalent

Mboe thousand barrels  of oi l  equivalent

MMboe mil l ion barrels  of oi l  equivalent

boe/d barrels  of oi l  equivalent per day

Bcfe bi l l ion cubic feet equivalent

Mcfe mi l l ion cubic feet equivalent

Mcf thousand cubic feet

Mcf/d thousand cubic feet per day

MMcf/d mi l l ion cubic feet per day

MMBtu mil l ion Bri tish Thermal  Units

PDP proved developed producing reserves

PV net present value, a l l  references  to PV in this  press  release are before-tax

 

Forward Looking Information

This  press  release contains  certain forward-looking informa!on (col lec!vely referred to herein as  "forward-looking

statements") within the meaning of appl icable Canadian securi!es  laws. Forward-looking statements  are oEen, but not

always, iden!fied by the use of words  such as  "guidance", "outlook", "an!cipate", "target", "plan", "con!nue", "intend",

"cons ider", "es!mate", "expect", "may", "wi l l", "should", "could" or s imi lar words  sugges!ng future outcomes. More

par!cularly, this  press  release contains  statements  concerning: Southern's  bus iness  strategy, objec!ves, strength and

focus; the comple!on of the Transac!on and the !ming thereof; an!cipated benefits  of the Transac!on, including

an!cipated natural  gas  produc!on levels , decl ine rates  and cash flow in respect of the Assets ; an!cipated opera!onal

results ; capital  expenditures  and dri l l ing plans  and locations; anticipated operational  synergies  and cost savings  resulting

from the Transac!on; the performance characteris!cs  of the Company's  oi l  and natural  gas  proper!es  and the Assets ; the

abi l i ty of the Company to achieve dri l l ing success  cons istent with management's  expecta!ons; and the source of funding

for the Company's  ac!vi!es  including development costs . Statements  rela!ng to  produc!on, reserves, recovery,

replacement, costs  and valua!on  are a lso deemed to be forward-looking statements , as  they involve the impl ied

assessment, based on certain es!mates  and assump!ons, that the reserves  described exist in the quan!!es predicted or

estimated and that the reserves  can be profi tably produced in the future.

The forward-looking statements  contained in this  document are based on certain key expecta!ons and assump!ons made

by Southern, including those rela!ng to: the bus iness  plan of Southern, including in respect of the Assets  to be acquired

pursuant to the Transac!on; the receipt of a l l  approvals  and sa!sfac!on of a l l  condi!ons to the comple!on of the

Transac!on; the !ming of and success  of future dri l l ing, development and comple!on ac!vi!es; the geological

characteris!cs  of Southern's  proper!es, including the Assets ; the successful  integra!on of the Assets  into Southern's

opera!ons; prevai l ing commodity prices , price vola!l i ty, price differen!als  and the actual  prices  received for the

Company's  products ; the avai labi l i ty and performance of dri l l ing rigs , faci l i!es , pipel ines  and other oi lfield services; the

!ming of past opera!ons and ac!vi!es  in the planned areas  of focus; the dri l l ing, comple!on and !e-in of wel ls  being

completed as  planned; the performance of new and exis!ng wel ls ; the appl ica!on of exis!ng dri l l ing and fracturing

techniques; prevai l ing weather and break-up condi!ons; royalty regimes and exchange rates; the appl ica!on of regulatory

and l icens ing requirements; the con!nued avai labi l i ty of capital  and ski l led personnel ; the abi l i ty to maintain or grow the

banking faci l i!es; the accuracy of Southern's  geological  interpreta!on of i ts  dri l l ing and land opportuni!es, including the

abi l i ty of seismic activi ty to enhance such interpretation; and Southern's  abi l i ty to execute i ts  plans  and strategies .

Although management cons iders  these assump!ons to be reasonable based on informa!on currently avai lable, undue

rel iance should not be placed on the forward-looking statements  because Southern can give no assurances  that they may

prove to be correct. By their very nature, forward-looking statements  are subject to certain risks  and uncertain!es  (both

general  and specific) that could cause actual  events  or outcomes to differ materia l ly from those an!cipated or impl ied by

such forward-looking statements . These risks  and uncertainties  include, but are not l imited to: incorrect assessments  of the

value of benefits  to be obtained from explora!on and development programs;  changes  in the financial  landscape both

domes!cal ly and abroad, including vola!l i ty in the stock market and financial  system; wars  (including Russ ia 's  war in

Ukraine); risks  associated with the oi l  and gas  industry in general  (e.g. opera!onal  risks  in development, explora!on and

produc!on; and delays  or changes  in plans  with respect to explora!on or development projects  or capital  expenditures);

unforeseen difficul!es  in integra!ng the Assets  into Southern's  opera!ons; commodity prices; increased opera!ng and

capital  costs  due to infla!onary pressures; the uncertainty of es!mates  and projec!ons rela!ng to produc!on, cash

genera!on, costs  and expenses; health, safety, l i!ga!on and environmental  risks ; infla!onary risks ; access  to capital ; and

the COVI D-19 pandemic. Due to the nature of the oi l  and natural  gas  industry, dri l l ing plans  and opera!onal  ac!vi!es  may

be delayed or modified to react to market condi!ons, results  of past opera!ons, regulatory approvals  or avai labi l i ty of



be delayed or modified to react to market condi!ons, results  of past opera!ons, regulatory approvals  or avai labi l i ty of

services  caus ing results  to be delayed. P lease refer to the annual  informa!on form and management's  discuss ion and

analys is  for the year ended December 31, 2022, and other con!nuous disclosure documents  for addi!onal  risk factors

rela!ng to Southern, which can be accessed either on Southern's  website at www.southernenergycorp.com or under the

Company's  profi le on www.sedar.com.

The forward-looking statements  contained in this  press  release are made as  of the date hereof and the Company does  not

undertake any obl iga!on to update publ icly or to revise any of the included forward-looking statements , except as  required

by appl icable law. The forward-looking statements  contained herein are express ly qual i fied by this  cautionary statement.

This  press  release contains  future-oriented financial  informa!on and financial  outlook informa!on (col lec!vely, "FO F I ")

about Southern's  prospec!ve results  of opera!ons, opera!ng costs , cash flow and expecta!ons regarding con!nued

significant and predictable reserves  growth, including pro forma the comple!on of the Transac!on, a l l  of which are

subject to the same assump!ons, risk factors , l imita!ons, and qual ifica!ons as  set forth in the above paragraphs. FO F I

contained in this  document was approved by management as  of the date of this  document and was provided for the

purpose of providing further informa!on about Southern's  future bus iness  opera!ons and the Transac!on. Southern and

its  management bel ieve that FO F I  has  been prepared on a reasonable bas is , reflec!ng management's  best es!mates  and

judgments , and represent, to the best of management's  knowledge and opinion, the Company's  expected course of ac!on.

However, because this  informa!on is  highly subjec!ve, i t should not be rel ied on as  necessari ly indica!ve of future

results . Southern discla ims any intention or obl igation to update or revise any FOFI contained in this  document, whether as

a result of new informa!on, future events  or otherwise, unless  required pursuant to appl icable law. Readers  are cau!oned

that the FOFI contained in this  document should not be used for purposes  other than for which i t i s  disclosed herein.

 
Neither TSX Venture Exchange nor its Regula5on Services Provider (as that term is defined in the policies of
the TSX Venture Exchange) accepts responsibility for the adequacy or accuracy of this release.
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