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This presentation contains certain forward-looking statements that are subject to the usual risk factors
and uncertainties associated with the oil and gas exploration and production business.

Whilst JKX believes the expectations reflected herein to be reasonable in light of the information
available to them at this time, the actual outcome may be materially different owing to factors beyond
the Group’s control or within the Group’s control where, for example, the Group decides on a change of
plan or strategy.

The Group undertakes no obligation to revise any such forward-looking statements to reflect any
changes in the Group’s expectations or any change in circumstances, events or the Group’s plans and
strategy. Accordingly no reliance may be placed on the figures contained in such forward looking
statements

LEGAL
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Update:
We have endured uncertainty, increased 
production, re-engineered our field 
development plans, improved relationships 
with our stakeholders, restructured and 
extended the significant short-term bond 
liabilities and focused our team upon the 
technical challenges to come.
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§ Average production of 10,083 boepd (2015: 8,996 boepd)

§ Production gains achieved through an enhancement program targeting the 
technical potential of existing well stock in Ukraine and well-27 in Russia coming 
on line in late 2015

§ Field Development Plans completed for our key fields  

§ Monetization process of our Russian and Hungarian assets ongoing

§ Bond restructuring complete - the financing of the remaining Bonds is now within 
the operating cash flow capabilities of the Company 

§ Significant efficiencies and costs savings implemented at London headquarters and 
throughout the group

§ Inherited legal battles with our stakeholders resolved 

§ The rebuilding of relationships with our main stakeholders, including the 
Ukrainian Government, has commenced
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SUMMARY 2016

A year of challenging transformation 
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§ Revenue down 16.6% at $73.8m resulting 
mainly from the depreciation of local 
currencies and lower gas realisations:

§ Ukraine: $5.92/Mcf (2015: $7.65/Mcf)

§ Russia: $1.49/Mcf (2015: $1.68/Mcf)

§ Loss from operations of $3.9m due to further 
declines in global oil and gas prices and the 
deterioration of local currencies but is an 
improvement on the loss of $10.7m in 2015 
due to increased gas production in Russia, 
higher oil production in Ukraine and a 
significant reduction in costs

§ Exceptional charges of $30.8m mainly relate 
to the provision for production based taxes 
for 2015 and the replacement of the Board in 
January 2016  

§ Despite the lower revenues, cash from 
operations improved by 32.8% to $17.0m. 
Cash from operations adjusted for 
exceptional items and one-off legal fees more 
than doubled to $30.0m due to the lower cost 
base  
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Key Financials

($m) 2015 2016
Change

%

Group revenue 88.5 73.8 (16.6)

Loss from operations 
before exceptional 
items

(10.7) (3.9) 63.6

Exceptional items  (64.9) (30.8) 52.5

Loss from operations 
after exceptional items

(75.6) (34.8) 54.0

Cash from operations 12.8 17.0 32.8

Capital expenditure 8.7 5.6 (35.6)

Realised gas price 
($ per Mcf)

4.20 2.95 (29.8)

Realised oil price
($ per bbl)

49.75 45.94 (7.7)

FINANCIAL SUMMARRY

Improvement in loss from operations and cash flows

§ Group capital expenditure remained low 
but enabled a successful enhancement 
program
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§ Group revenue declined by 16.6% to $73.8m mainly due to the weakening of local currencies and 

lower commodity prices which offset production gains

§ Group gas realisations were 29.8% lower at $2.95/Mcf mainly due to the weakening of the 

Ukrainian Hryvnia (by 15.7%) and the Russian Rouble (by 9%) and a reduction to our Russian gas 

price from 1 July 2016 with our sole customer in Russia 

§ Group oil realisations were 7.7% lower at $45.94/bbl in line with the trend in international oil 

prices 
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§ Results affected by the $14.7m decrease in revenues as discussed on the previous slide 

§ DD&A charge reduced largely as a result of lower asset carrying values resulting from 
impairments recognised in Ukraine 

§ Production based taxes decreased by $8.5m due to lower gas production in Ukraine offset 
partially by higher oil production in Ukraine and higher gas production in Russia (but at much 
lower production tax rates in Russia)

§ Administrative expenses have increased mainly due to higher legal costs related to the 
international arbitration claim, rental fees claims in Ukraine and higher professional fees in 
respect of preparation of new Field Development Plans, but were all offset by favourable forex 
movements  

* Difference due to rounding

Loss from operations before exceptional items ($m)

LOSS FROM OPERATIONS

Significant improvements despite the fall in revenues 
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§ Group capital spend of $5.6m occurred 
after a full review of operations and 
capital projects and included the cost of 
preparing of new Field Development 
Plans

§ Investment in Ukraine remained low 
but included an enhancement program 
that curtailed natural declines and 
resulted in oil production up  by 10% 

§ Investment in Russia was significantly 
reduced to $0.3m

§ A sidetrack operation in Hungary was 
successfully completed in December 
2016 with first sales commencing in 
February 2017  
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CAPITAL EXPENITURE

Low capital expenditure

2015
2016

Capital expenditure by country ($m)
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Netback in Ukraine 

§ The netback on our gas sold in Ukraine 
in 2016 was approximately $3.26/Mcf
(based on an actual realised price of 
$5.92/Mcf) or 55% stated as a gross 
margin. Our netback on oil in 2016 was 
$20.67/bbl (based on an actual realised 
price of $45.94/bbl), a gross margin of 
45%. 

Netback in Russia 

§ The gas production tax rate in southern 
Russia is 9%, which is approximately 
one third of the rate in Ukraine, 
although realisations are much lower in 
Russia. The netback on our gas sold in 

Russia in 2016 was approximately 
$0.66/Mcf (based on an actual realised 
gas price of $1.49/Mcf) – a gross margin 
of 44%. 
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NETBACK ANALYSIS 

Favorable returns in Ukraine 

Gas sales (at $6/Mcf*)                  Oil sales (at $45/bbl*)

Gas sales (at $2/Mcf*)

*based on assumed price which is fixed for both years



§ Cash generated from operations (before exceptional items and one-off legal fees) more than 
doubled to $30.0m (2015: $12.8m) 

§ Exceptional cash items comprise $2.5m of severance costs and additional remuneration paid 
to the previous Board, $0.5m of professional services incurred in relation to the General 
Meeting and the replacement of the Board on 28 January 2016 and $0.7m of other severance 
costs 

§ Legal fees mainly relate to international arbitration costs, the Rental Fee claims in Ukraine 
for 2007, 2010 and 2015, and a court-mandated settlement of fees for the legal action 
previously taken against certain shareholders. The majority of these legal costs can be 
considered one-time costs

§ Bond repayment of $10.9m (net of interest) made in February 2016.  A further $9.0m was 
used to repurchase convertible Bonds in June, September and October 2016. This enabled us 
to more easily renegotiate the Bond terms
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Reserves & 
production

§ Group 2P Reserves of 109.3 Mmboe.  Proven reserves of 57.5 Mmboe

§ Production averaged 10,083 boepd, up 12% from the same period in 2015. Gas production is 

30% higher in Russia and 11.5% down in Ukraine due to natural decline. Oil production is 

10% up in Ukraine

Ukraine § Rudenkivske – commencement of field development plan with encouraging production from 

NN16 in the south of the field and NN47 in the North of the field

§ Ignativske – 6 velocity strings installed and re-started water injection

§ Movchanivske – Successful workover of IG132 enhanced production, deepened gas lift in 

M171 and M153

§ Novomykolaivske Complex – Field development plans completed

§ Elyzavetivske – Maintained stable production from 3 wells

Russia § Koshekhablskoye - Steady production from wells 15 and 20

§ Well 27 acidized regularly to increase average production

§ Well 25 acidized more frequently in the second half of the year, workover planned in 2017

Hungary § Hn-2 ST completed at year end with successful test of Pegasus

§ Encouraging log response from previously untested Lower Pannonian reservoir

OPERATIONAL SUMMARY

Key developments 



Ignativske Field 

§ Successfully installed velocity strings in 
M155, M157, M159, M162, M167 and 
IG106-V-21-26

§ Re-started water injection in Ignativske

Movchanivske Field

§ IG132 recompleted to the Devonian

§ Deepening of gas lift in M171

§ Deepening of gas lift and added 
perforations in M153

Rudenkivske Field

§ NN16 worked over and producing from 
Devonian in the South of the field

§ NN47 worked over and producing from the 
V25 in the North of the field

Novomykolaivske Complex 

§ Field Development Plans completed to 
develop contingent resources using the 
most up to date drilling and stimulation 
techniques
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Reserves
§ 1 MMboe increase in reserves as a result 

of updated work on the Ignativske
waterflood and continued production 
from R103 and a successful workover of 
NN16 in Rudenkivske

UKRAINE

Novomykolaivske area: Production Optimisation



Elyzavetivske Field

§ E301, E302  and E303 production 
following expected decline

§ Field development plan completed, 
however new well drilling currently 
not economically justified

Reserves

§ Reduction in reserves due to removal 
of future drilling
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UKRAINE 

Elyzavetivske: Drilling plans on hold 



§ Steady production from wells 15, 20, 25

§ Well-27 being acidised regularly to increase average rate

§ Well design and FDP for the Callovian reservoir initiated

§ Reserves update complete indicating 14.1 MMboe increase in 2P reserves 
compared to last year
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RUSSIA 

Koshekhablskoye field: stable production  
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§ Implementation of new Field Development Plans for Ukraine using best 
working and technical practices from North America adapted to Ukraine 

§ Re-assessment of our development plans in Hungary as a result of side-
track operation 

§ Settling all claims with the Ukrainian Government to achieve an outcome 
which allows claim payments and further investment in the FDPs

§ Review of different options to raise external financing needed to 
implement our new strategy 

§ Further monetization of our Russian asset

§ Complete our return to an oil and gas strategy, away from historical legal 
entanglements
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OUTLOOK FOR 2017

Execute Field Development Plans  



Outlook:
Drive forward our exciting drilling program 

in Ukraine, increase production in every 
country we operate in, continuously improve 

and ask ourselves “what’s possible?”.
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OUTLOOK FOR 2017

Execute the Field Development Plans  
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Our markets
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§ Decrease in net finance charges is mainly due to reduction in the overall bond liability as a result 
of the redemption of the Bonds in February 2016 and repurchases of Bonds   

§ $7.8m decrease in taxation mainly due to lower profitability of Ukrainian operations and 
recognition of deferred tax assets in respect of Russian and Hungarian tax losses carried 
forward to future periods  

* Difference due to rounding

LOSS FOR THE YEAR

Impacted by improvement in operations and taxation 
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