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14 June 2024

 
Sound Energy plc

("Sound Energy" or the "Company" and together with i ts  subs idiaries  the "Group")
 

Moroccan Assets: Binding agreement for the sale of share capital of Sound Energy Morocco East Limited
 

Board Change
 
Sound Energy (AI M: S O U), the trans i&on energy company, i s  pleased to announce the entry into a  binding Sale and P urchase
agreement for the par&al  divestment of the Company's  Moroccan assets  (the "S PA") by way of the disposal  by the Company
of the en&re issued share capital  of Sound Energy Morocco East Limited ("S EM E") to Managem SA ("Managem") for a  total
value to Sound Energy of up to US$45.2 mi l l ion.
 
Key Highlights

·   P ursuant to the S PA, Sound Energy wi l l  con&nue to hold an interest of 20% in the Tendrara P roduc&on Concess ion
(the "Concess ion"), and 27.5% working interests  in each of the Grand Tendrara Explora&on Concess ion (the "Grand
Tendrara Permit") and the Anoual  Explora&on Permit (the "Anoual  Permit" and together with the Grand Tendrara
Permit, the "Permits").

 

·   Managem wi l l  provide funding for P hase 2 development of the Concess ion, funding for two explora&on wel ls  in
sa&sfying the work programmes under the Permits , a  con&ngent produc&on payment and recovery of past
expenditures .  

 

·    Sale of the en&re share capital  of S EM E with an effec&ve date of 1 January 2022, pursuant to which Managem wi l l
acquire the fol lowing interests  in the Group's  Moroccan assets :

 
o  55.0% of the Concess ion (Sound Energy to retain 20% interest)

o  47.5% of the Grand Tendrara Permit (Sound Energy to retain 27.5% interest)

o  47.5% of the Anoual  Exploration Permit (Sound Energy to retain 27.5% interest)

 

·    SPA cons ideration payable to and on behalf of the Group includes:

 

o  US$12.0 mi l l ion in Concess ion P hase 1 development back costs  through to July 2024 net to a  55% interest
in the Concess ion and payable to the Group in cash on completion.

o  US$1.0 mi l l ion in back costs  in respect of Concess ion P hase 2 development and Permits  back costs
payable to the Company in cash on completion.

o  Up to US$24.5 mi l l ion net carry through Managem funding of the Group's  remaining 20% interest in future
Concess ion Phase 2 development.

o Con&ngent cons idera&on of US$1.5 mi l l ion payable to the Group no later than one year a8er first gas  from
Concess ion Phase 2 development.

o  US$3.6 mi l l ion net carry through funding the Group's  remaining 27.5% Grand Tendrara Permit interest in
dri l l ing exploration wel l  SBK-1.

o  US$2.6 mi l l ion net carry through funding the Group's  remaining 27.5% Anoual  Permit interest in dri l l ing
exploration wel l  M5.

 
Background to and further details of the Farm-Out
 
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
Concess ion and the surrounding Permits . W ith the Company holding i ts  assets  in Morocco through various  subs idiaries ,
the S PA, which remains  condi&onal  upon certain condi&ons precedent, wi l l  see the Company dispose of the en&re share
capital  of S EM E (the "Sale Shares"), a  UK  company holding the O pera&ng l icence pos i&on and equity in Morocco as  below,
for a  sum of US$1:
 

o  55.0% of the Concess ion

o  47.5% of the Grand Tendrara Permit

o  47.5% of the Anoual  Permit

 



 
Under the S PA, the Company has  provided customary warran&es and undertakings  to Managem and, whi lst the terms of the
SPA are binding on the parties , the SPA remains  conditional  upon, inter alia:

 
·    Approvals  by O NH YM and the Moroccan Minister of Energy of the Company con&nuing as  the O perator of record

of the Concess ion and the Permits  notwithstanding the sale of the Sale Shares  at completion;
 

·    Antitrust clearances  being received;
 
·    Receipt of the wriFen authorisa&on of the Foreign Exchange O ffice (O ffice des  Changes) rela&ng to Managem's

payment obl igations;
 

·    Confirmation in writing by the Sel ler to the Buyer that no Materia l  Adverse Change has  occurred;
 

·    Approval  of ONEE of the change of control  of the Company pursuant to the ONEE GSA;
 

·    Removal  of Sound Energy Morocco SARL AU as  dormant subs idiary of SEME;
 
·    Approval  by Schlumberger in accordance with the terms of Schlumberger's  profit-sharing deed in respect of the

Concess ion or Managem nego&a&ng and entering into an agreement with Schlumberger for the cancel la&on of
the profi t-sharing deed;

 
·    Extens ion of the Start Date/Deemed Start Date as  defined in the LNG GSA;

 
·    Del ivery of Completion accounts  and Assurance Release Conditions; and

 
·    The approval  of Managem's  board of directors  by 12 July 2024.

 
 

I n the year to 31 December 2023, S EM E recorded a P rofit before tax of £1,301,000 on no revenues and, at 31 December
2023, had total  assets  of £56,976,000.

 
Commenting, Graham Lyon (Executive Chairman of Sound Energy) said:
 
"We are very pleased to have entered into this binding Share sale to an excellent counterparty Managem SA .  The share sale
transac�on of our UK  company subsidiary, the Permits O wner, is structured to allow a smooth transi�on to Managem whilst
bringing Sound Energy two new exci�ng explora�on drills, substan�al funding for the phase 2 development and past costs.
There is also a production bonus once Phase two gas is delivered".
 
About Managem
 
Managem is  an interna&onal  mining group with resolutely African roots , with a  presence in 7 countries  across  the
con&nent. I ni&al ly present in metals  such as  cobalt, copper and zinc, i t has  s ince divers ified into precious  metals , with
s i lver and gold. Today, Managem employs  5,009 people of 22 national i ties  in 13 mining operations  and 22 industria l  units ,
a l l  on the African continent.
 
Board Change
 
Fol lowing the s ignature by the Company of the binding S PA between Sound and Managem Simon Ashby-Rudd, a  non-
execu&ve director of the Company, has  informed the Board that he does  not intend to put himself forward for re-elec&on as
a director of the Company at the Company's  AGM to be held on 28 June 2024 ("AGM"). As  a  result, and with the transac&on
announced today providing the financial  and opera&onal  securi ty for the next stage of Sound Energy's  development, S imon
Ashby-Rudd wi l l  s tep down as  a  director of the Company at the Company's  AGM to pursue other interests .  
 
Commenting, Graham Lyon (Executive Chairman of Sound Energy) said:
 
"S imon has provided invaluable advice and guidance since his appointment to the Board and throughout the process which has
led to today's announcement. I and the rest of the Board thank him for his service to the Company over the last year."
 
 
For further information vis i t www.soundenergyplc.com fol low on X @soundenergyplc, LinkedIn, or contact:
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