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Oil and gas exploration, development and
production company with existing assets in
Egypt, UK, Italy and Jamaica. Management
strategy is to expand the current portfolio with
value accretive acquisitions focused primarily on
stable international jurisdictions.
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Proportion of Abu Sennan production hedged

The operations and share prices of both the integrated and junior oil and gas
companies have come under severe pressure following Saudi Arabia’s decision to
instigate a global oil price war compounded by the impact of the coronavirus and
efforts to contain it. However, in this regard we note that United is comparatively well
protected from the worst of the potential downside given that more than one third of
the company’s production from the Abu Sennan concession in Egypt is protected by
fixed price mechanisms for both oil and gas.

United completed the acquisition of Rockhopper Egypt Pty Ltd, which includes a 22%
non-operated interest in the Abu Sennan concession onshore Egypt on 28 February
2020. The total consideration was US$S16m funded by the issue of 114.5 million United
shares to Rockhopper and a prepayment facility of US$8.0m provided by BP. In addition
United issued 150.6 million placing shares to new and existing investors and 8.4 million
subscription shares to fund the balance of the transaction.

In light of the recent collapse in global oil prices sparked by the collapse of Saudi Arabia’s
alliance with Russia, investors should note that a significant proportion of United’s share
of production from Abu Sennan is protected by fixed price mechanisms. Additionally,
low operating costs of c.US$6.50 per barrel indicate that the project’s economics are
highly robust with the asset breaking even at oil prices below US$30.00 per barrel.

Under the terms of the BP prepayment facility, approximately 6,600 barrels of crude per
month is based on a floor price of US$60/bbl for the next 30 months. This equates to
approximately 220 bopd out of United’s current net oil production which currently totals
1,450 bopd (out of total output of c.1,700 boepd).

Additional to this, we estimate that approximately 20-25% of United’s net production
will comprise gas from mid-March onwards, up from a level closer to 15% at the start of
the year. This is due to the imminent completion of a gas pipeline on the Al Jahraa field
which will bring a further 1,000 boepd (220 boepd net to United) of gas on stream when
completed.

Given that we have applied a fixed price of US$3.29 per mcf to Abu Sennan gas output
and we anticipate gas price stability in relation to the current level of oil prices*, this
element of United’s revenue is stable and already factored into our assumptions
regarding Abu Sennan production. *(A price of US$2.65 per mmbtu will apply if Brent is
USS$22.00 per barrel or more. At a calorific value of 1.24 mmbtu per mcf, a gas price of
USS$3.29 per mcf is implied).

In summary, we estimate that some 33%-38% of United’s Egyptian oil and gas
production is contracted at fixed prices affording the company significant protection
from the current oil price environment. As outlined in our reports in January and
February 2020 we initially ascribed a valuation of United’s interest in Abu Sennan of
almost $35m. Just as we would not upgrade this assessment immediately in the face of
an oil price spike, we feel it only prudent to gauge our next valuation assessment in
the context of the direction of oil prices over the next two to three months during a
period of relative stability.
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