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The informa�on contained within this announcement is deemed to cons�tute inside informa�on as s�pulated under the
Market Abuse Regula�on ("MA R") (EU) N o. 596/2014, as incorporated into UK law by the European Union (W ithdrawal) Act
2018. Upon the publication of this announcement, this inside information is now considered to be in the public domain.
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Sound Energy plc

("Sound Energy" or the "Company")
 

Corporate Update
and

Issue of Convertible Bonds and Issue of Warrants
 
 
Sound Energy (AI M: S O U), the trans i#on energy company, i s  pleased to provide a corporate update in rela#on to the entry
into exclus ivi ty for the par#al  divestment of the Tendrara Exploita#on Concess ion and the Grand Tendrara Explora#on
Permit, and a financing of up to £4.0 mi l l ion by way of a  fixed price, senior unsecured convertible bond instrument.
 
Key Highlights

·   Binding 45 day period of exclus ivi ty and non-binding term sheet entered into with Calval ley Petroleum (Cyprus)
Limited ("Calval ley") for a  par#al  divestment of a  40% working interest in the Tendrara Exploita#on Concess ion
and the Grand Tendrara Explora#on Permit which wi l l  see, subject to agreement of defini#ve transac#on
documentation:

o Funding of the first US$48 mi l l ion of Sound Energy and Calval ley's  P hase 2 equity funded development costs
by Calval ley, subject to final  investment decis ion

o Funding of 100% of the TE-4 Horst wel l  costs  by Calval ley up to a  cap of US$7 mi l l ion

o Funding of 40% share of P hase 1 costs , including back costs  net to Calval ley of approximately US$8 mi l l ion
(through to July 2023)

o Advancement to Sound Energy of addi#onal  P hase 1 and P hase 2 costs , i f necessary and at the Company's
election, repayable out of future revenue

 

·   Up to £4.0 mi l l ion funding through the issue of senior unsecured conver#ble loan notes  to provide the Company
with l iquidity ahead of receipt of outstanding receivables  and/or receipt of P hase 1 back costs  from Calval ley, i f a
partia l  divestment is  ul timately completed.

 
Partner and Potential Partial Divestment Update
 
The Company announced on 9 August 2022 that i t had ini#ated a formal  farm-out process  to iden#fy a  partner for the
Tendrara P roduc#on Concess ion and the surrounding Grand Tendrara and Anoual  explora#on permits . The Company is
pleased to announce that i t has  now entered into exclus ivi ty for a  period of 45 days  ("Exclus ivi ty") on the bas is  of an
otherwise non-binding term sheet ("Term Sheet") with Calval ley, an associated company of O ctavia  Energy Corpora#on
Limited ("Octavia").
 
W hi lst the terms of the Term Sheet, outs ide of Exclus ivi ty, are non-binding and subject to, inter a l ia , agreement of defini#ve
transac#on documenta#on between the par#es, i f a  transac#on is  concluded, the terms of the Term Sheet would provide
Sound Energy, together with the envisaged project debt financing and under current cost es#mates, with the required funds
to achieve first gas  under i ts  P hase 2 development plan whi lst a lso funding the costs  of dri l l ing the TE-4 Horst wel l , with an
estimated exploration potentia l  of 273 Bcf gross  Pmean GIIP.
 
TE-4 was tested in 2006 but did not flow gas  to the surface. Mechanical  s#mula#on has  proven to be a key technology to
commercial ly unlock the poten#al  of the TAGI  gas  reservoir in the TE-5 Horst gas  accumula#on and, accordingly, the
Company bel ieves  this  offers  poten#al  to unlock commercial i ty at the TE-4 Horst, which s i ts  adjacent to the TE-5 Horst and
could be tied-in in the future for further development of the area.
 

Target name

Unrisked Volume Potentia l
Gas  Ini tia l ly-in-Place (Bcf)

Chance of
SuccessGross  (100%) bas is

Low Best High Mean

TE-4 Horst Wel l 153 260 408 273 36%

 
 
Calval ley was  previous ly l i s ted on the Toronto Stock Exchange and was taken private in 2016. Today, O ctavia  and i ts
associated companies  operate Block S-1 and Block 9 in Yemen with gross  produc#on of approximately 6,200 bopd (3,100
bopd net). Calval ley is  backed by a  consor#um of private investors  who draw on a strong financial  capabi l i ty from many
successful  bus inesses  across  many sectors  in the Middle East, Africa, and As ia.



successful  bus inesses  across  many sectors  in the Middle East, Africa, and As ia.
 
Under the Term Sheet, Calval ley would acquire a  40% working interest in the Tendrara Exploita#on Concess ion and the
Grand Tendrara Explora#on Permit, with Sound Energy retaining a  35% working interest and operatorship. Con#ngent upon
the P hase 2 F inal  I nvestment Decis ion, Calval ley would fund the first US$48 mi l l ion of Sound Energy and Calval ley's  P hase
2 equity funded development costs  (a  US$22.4 mi l l ion net carry to the Company), being the Company's  es#mate of equity
funded costs  to first gas  under P hase 2 aIer the expected amounts  avai lable under the project debt financing. The Term
Sheet a lso envisages  Calval ley funding the first US$7 mi l l ion of explora#on costs  on the Grand Tendrara Explora#on
Permit (a  US$3.3 mi l l ion net carry to the Company), being the es#mated costs  of dri l l ing the TE-4 Horst wel l . I n addi#on,
Calval ley wi l l  fund i ts  40% working interest share of a l l  P hase 1 costs  to a  cap of US$16.4 mi l l ion (net to the 40% working
interest), which wi l l  include payment of i ts  53.33% share of back costs  payable on comple#on, compris ing approximately
US$8 mi l l ion through to July 2023.
 
I n the event P hase 1 costs  exceed US$41 mi l l ion gross  (being US$16.4 mi l l ion net to the 40% working interest), Calval ley
would advance the Company up to US$11.65 mi l l ion and Calval ley wi l l  be en#tled to receive revenues equivalent to 0.9%
above i ts  40% working interest share of revenue for every US$1 mi l l ion of advancement drawn down by the Company (at i ts
sole elec#on) for a  period of five years  from first produc#on from P hase 1. Likewise, in the event the P hase 2 pre-
produc#on costs  exceed the current es#mate, Calval ley would advance Sound Energy up to US$10 mi l l ion and Calval ley
wi l l  be en#tled to receive revenues equivalent to 0.9% above i ts  40% working interest share of revenue for every US$1
mil l ion of advancement drawn down by Sound Energy (at i ts  sole elec#on) for a  period of two years  from first produc#on
from Phase 2.
 
During the due di l igence period Calval ley wi l l  complete i ts  confirmatory due di l igence and the par#es  wi l l  seek to agree
binding transaction documentation.
 
The Company cau#ons that there can be no assurance that binding transac#on documenta#on wi l l  be entered into in
respect of a  par#al  divestment with Calval ley, or any other party, and further announcements  wi l l  be made, as  appropriate,
in due course.
 
Issue of Convertible Notes and Warrants
 
The Company is  a lso pleased to announce that i t has  ra ised up to £4.0 mi l l ion by way of a  senior unsecured conver#ble
bond instrument (the "Conver#ble Notes") with an ins#tu#onal  investor (the "I nvestor"). The proceeds of the Conver#ble
Notes  wi l l , i f ful ly drawn, provide funds  for the Company to con#nue to execute i ts  P hase 1 development of the Tendrara
P roduc#on Concess ion and bridge group working capital  l iquidity ahead of receipt of a  receivable as  disclosed in the year
end results  and / or receipt of Phase 1 back costs  from Calval ley i f a  partia l  divestment is  ul timately completed.
 
The first tranche of the Conver#ble Notes  comprises  £2.5 mi l l ion with a  fixed convers ion price of 2.25 pence per ordinary
share, a  premium of approximately 28% to the clos ing price of 1.76 pence per ordinary share on 12th June 2023.
 
The second tranche of the Conver#ble Notes  comprises  a  further £1.5 mi l l ion, which can be drawn at Sound Energy's
elec#on on 13 December 2023 (being s ix months  from the first tranche draw down) and can be drawn sooner i f mutual ly
agreed by the Company and the I nvestor. The second tranche can be drawn subject to the Company's  clos ing mid-price of
i ts  ordinary shares  on the bus iness  day immediately preceding the proposed issue date being at least 1.32 pence per
ordinary share. The second tranche convers ion price wi l l  be fixed at the #me of draw down at a  25% premium to the five-
day volume weighted average price ("VWAP ") from the bus iness  day immediately preceding the second tranche drawdown
date.
 
The term of the Conver#ble Notes  is  five years  from draw down date, with interest of 15% per annum, payable bi -annual ly
in cash or capital ised to the principal , at the Company's  election.
 
Subject to the draw down in ful l  of both tranches  of the Conver#ble Notes, the Company is  now funded for i ts  near-term
working capital  requirements  unti l  year end 2023.
 
Other key terms of the Convertible Notes:
 

·   Issue price and redemption price on maturi ty: 100% of par value
 

·   Early redemp#on/change of control : cal lable in cash by the Company at any #me aIer draw down or in the event of
a change of control  of the Company at 110% of par value together with a l l  unpaid interest. I f the Conver#ble Notes
are redeemed by the Company, the maximum amount of future interest payable by the Company in respect of any
early redemp#on occurring on or prior to the second anniversary of the relevant issue date wi l l  be 15% of the
Conver#ble Notes, and in respect of any early redemp#on occurring aIer the second anniversary of the relevant
issue date wi l l  be 10% of the Conver#ble Notes. The I nvestor shal l  have two trading days  to elect to convert some
or a l l  of outstanding amounts  or accept the early redemp#on. I n the event of default, Conver#ble Notes  wi l l  be
redeemable immediately at 120% of par value of outstanding Convertible Notes  plus  accrued interest.
 

·   Convers ion: conver#ble into Sound Energy ordinary shares  at each tranche's  fixed convers ion price in whole or in
part. Upon convers ion, interest shal l  be rol led up and paid as  i f the Conver#ble Notes  were held to the redemp#on
date (being five years  from draw down), with such interest conver#ble at the lower of the appl icable fixed
convers ion price and the average of the five dai ly VWAP  calcula#ons selected by the I nvestor out of the 15 trading
days  prior to the convers ion date.
 

·   O ther convers ion terms: any convers ion no#ce must be for minimum of £250,000. No more than 20% of the ini#al
principal  of the Conver#ble Notes  may be converted in any given calendar month. I f the Company's  five-day VWAP
exceeds 3.00 pence per ordinary share in any given month, the convers ion l imit wi l l  be increased for the relevant
month to 50% of each draw down amount. I f the Company's  five-day VWAP  exceeds 3.50 pence per ordinary share
in any given month, the convers ion l imit wi l l  be removed for the relevant month.
 

·   Second tranche draw down condi#on: the Company must maintain avai lable share issuance authori ty headroom
and disappl ica#on of pre-emp#on rights  to cover 150% of any draw down amount divided by the VWAP  on the day
immediately preceding a  draw down.
 

·   Warrants : 33,333,333 warrants  to subscribe for new ordinary shares  in the Company at an exercise price of 2.25
pence per ordinary share with a  term of three years . I f the second tranche is  drawn down, addi#onal  warrants
over such number of new ordinary shares  as  represents  30% of the par value of tranche 2 Conver#ble Notes  drawn
down, with an exercise price at the convers ion price of the tranche 2 Convertible Notes  and a term of three years .

 



 
 
Commenting, Graham Lyon (Executive Chairman) said:
 
"We are very pleased to have entered into exclusivity and a term sheet with Calvalley, who have opera�ons in the Middle East
and are supported by a very large conglomerate. The envisaged arrangement would fund the further development of Tendrara
Concession and the drilling of a well on the nearby TE-4 Horst. The companies will now work towards signing defini�ve
transac�on documenta�on which upon comple�on will enable the par�es together to jointly progress to the F inal Investment
Decision.
 
I am also pleased that we have raised financing for the Company using a fixed price conver�ble debt facility, conver�ble at a
premium to the prevailing share price, which provides the Company with addi�onal resources with which to con�nue to execute
its Phase 1 development and to progress the Phase 2 development."
 

Fee Shares and Warrant Issuance

In connection with the issue of the Convertible Notes, the Company has  agreed to issue 11,404,221 new ordinary shares  in
l ieu of cash fees  ("Fee Shares") to the Investor and Gneiss  Energy Limited ("Gneiss"), the Company's  financial  adviser, at an
effective issue price of 1.76 pence per new ordinary share (the "Fee Shares") and warrants  over a  total  of 40,476,190 new
ordinary shares  in total  to the Investor and Gneiss , exercisable at 2.25 pence per ordinary share for a  period of three years .

Admission and Total Voting Rights

Appl ica#on has  been made for admiss ion of the Fee Shares  to trading on AI M, and i t i s  expected that admiss ion wi l l  occur
on or around 19th June 2023 ("Admiss ion"). The Fee Shares  wi l l  rank pari  passu with the Company's  exis#ng ordinary
shares.

O n Admiss ion, the total  i ssued share capital  of the Company wi l l  cons ist of 1,860,106,895 ordinary shares. The Company
does not hold any ordinary shares  in treasury. Therefore, the total  number of vo#ng rights  in the Company is  1,860,106,895
and this  figure may be used by shareholders  in the Company as  the denominator for the calcula#ons by which they wi l l
determine i f they are required to no#fy their interest in, or a  change in their interest in, the share capital  of the Company
under the FCA's  Disclosure Guidance and Transparency Rules .

 

For further information vis i t www.soundenergyplc.com fol low on twitter @soundenergyplc

or contact:                                         

Flagstaff Strategic and Investor Communications
Tim Thompson
Mark Edwards
Al ison Al l frey
 

sound@flagstaffcomms.com
Tel : +44 (0)20 129 1474

Sound Energy
Graham Lyon, Executive Chairman
 
 

chairman@soundenergyplc.com

Cenkos Securities - Nominated Adviser
Ben Jeynes  
Peter Lynch 
 

Tel : +44 (0)20 7397 8900

SP Angel Corporate Finance LLP - Broker
Richard Hai l
 

Tel : +44 (0)7789 865 095

Gneiss Energy Limited - Financial Adviser
Jon Fi tzpatrick
Paul  Weidman
Doug Rycroft
 

Tel : +44 (0)20 3983 9263

 

The informa�on contained in this announcement has been reviewed by Sound Energy's Vice P resident, Geoscience, Dr John
A rgent, who is a Chartered Geologist, a Fellow of the Geological Society of London and a Member of the Petroleum Explora�on
Society of Great Britain, with 25 years of experience in petroleum geology and management and who is the qualified person as
defined in the guidance note for mining, oil and gas companies issued by the London Stock Exchange in respect of A IM
companies.

Gas Ini�ally-in-P lace (GIIP ) is the total quan�ty of gaseous petroleum that is es�mated to exist originally in naturally occurring
reservoirs, as of a given date.
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