Year ended 31 March 2020

Reach & Recovery Technologies
For Upstream Oil & Gas

Introduction

Supplier and Developer of Technology for Directional Drilling

• Enteq develops and markets specialist technology to

enable efficient drilling of Oil, Gas & Geothermal wells

• The technology, including Measurement While Drilling

systems, utilise sophisticated sensors and
instrumentation to gather data in the hostile down-hole
environment

• Directional Drilling services market is @ $10bn
• MWD equipment supply market is @ $100m
• Target New Technology market is @ $2bn
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Trading highlights

• Growth in both revenue and adjusted EBITDA
• International revenue up from 9% to 30% of total
• Continued investment in new technologies and rental fleet
• Prudent reaction to recent downturn:
o Significant (17%) reduction in overhead

o Non-cash write down of intangible assets ($4.2m) & Inventory carrying value ($2.7m)

$m
Revenue:
North America
International
Total
Adjusted EBITDA
Cash
Overheads

March 20

March 19

7.7
3.2

9.3
0.9

10.9

10.2

3.1

2.5

10.2

11.9

3.5

4.2
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Market considerations

• Up to mid-March WTI oil price stable within $50 - $65 price range
• Dramatic reduction in oil price to $19 by end March (now: approx. $38)
• North America rig count halved since March (June* ‘20: 265; May ‘18: 1,060; Nov ’14: 1,925)

* As at 26 June 2020
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Market considerations

• North American shale drilling market considerably reduced in short term
– Over capacity of equipment in the market

• Strategic drilling, for gas especially, still a major focus in China
• Capacity to replace non-economic U.S. oil needed in Middle East and Russia
• Changing market may favour local service providers (Enteq customers)
– Need to purchase / rent equipment

• Requirement for efficiency in drilling and lower operating costs
• Maintaining production levels in the medium term will require more wells to be drilled
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Enteq market position

• Continue to grow International revenue
– Chinese market up from c10% of total revenue to c25%
o 3 new customers with potential follow on orders

o $1.0m order for additional new customer announced in May
– New partner in Saudi Arabia registered during year
o Focus on sales for Saudi Aramco operations
– Ongoing demand from Russia

• Flexible business model for North America
• New web-site launched
• Focus on New Technology

6

Technology Development

• Enteq strategy is to use funds for investment in new technical solutions for efficient, low cost drilling
• On-going investment in rotary steerable solution
– Licence agreement announced in September 2019 with Shell
– exclusive rights to the IP and know-how
– offers significant advantages over traditional directional drilling techniques
o faster, reliable drilling at lower cost
– rotary steerable market is currently dominated by the major suppliers
– global market still estimated to be greater than $2bn

• Pipeline of further high impact technology investments under evaluation
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Technology Evolution
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Enteq organisation

• Major restructuring in mid-March 2020
– 11 Houston redundancies
– Total group headcount 19 at end March (down 14 during year)
– Agreed separation with Texas based co-founder in April
o simplified US management structure

• UK
– Board / Senior Management
– Change of non-exec director
– International Business Development
– Engineering team established

• Houston
– Electronic manufacturing
– Technical support
– Sales & Marketing support
– Administration
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Income statement
March 20

March 19

$m

$m

Revenue

10.9

10.2

Gross profit
Overheads

6.6
(3.5)

6.7
(4.2)

Adjusted EBITDA
Depreciation & amortisation
Exceptional items:
Intangibles
Inventory
Other
Interest
Other

3.1
(3.6)

2.5
(2.7)

(4.2)
(2.7)
(0.4)
0.3
(0.3)

0.2
(0.2)

Loss before tax

(7.8)

(0.2)

-

0.1

Loss after tax

(7.8)

(0.1)

Gross Margin

61%

65%

Tax

-
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Cashflow
March 20

March 19

$m

$m

3.1

2.5

Change in net working capital

(2.2)

(1.5)

Operational cash generated

0.9

1.0

Rental fleet additions

(0.7)

(3.8)

R&D expenditure

(2.2)

(1.3)

Capex

(0.2)

(0.2)

0.5

0.7

Net cash movement

(1.7)

(3.6)

Opening cash

11.9

15.5

Closing cash

10.2

11.9

Adjusted EBITDA

Interest and other
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Net assets
March 20

March 19

$m

$m

Intangibles (R&D capitalised)

0.1

2.4

Land & buildings (Freehold of SHO)

2.1

2.1

Plant & equipment

0.3

0.2

Rental fleet

1.0

3.4

Trade & other receivables

2.1

2.3

Inventories held for resale

3.1

4.5

Trade & other payables

(2.2)

(2.8)

Cash

10.2

11.9

Net assets

16.7

24.0
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Outlook

• USA land drilling uncertain
– Overcapacity in market

• International markets showing more opportunities
– China
– Middle East
– Russia

• New technologies (rotary steerable) will give access to sizeable new market
sectors

• Proven track record of prudent cash management during downturns
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Disclaimer
This presentation (this "presentation") is for general information only and is the property of Enteq Upstream plc ("Enteq"). Making this
presentation available in no circumstances whatsoever implies the existence of a commitment or contract by or with Enteq, or any of its
affiliated entities, or any of its or their respective subsidiaries, directors, officers, representatives, employees, advisers or agents ("Affiliates")
for any purpose.
This presentation as well as any other related documents or information do not purport to be all inclusive or to contain all the information that
you may need. There is no obligation of any kind on Enteq or its Affiliates to update this presentation. No representation or warranty, express
or implied, is or will be made in relation to, and no responsibility or liability is or will be accepted by Enteq or its Affiliates as to, or in relation to,
the accuracy, reliability, or completeness of any information contained in this presentation and Enteq (for itself and on behalf of its Affiliates)
hereby expressly disclaims any and all responsibility or liability (other than in respect of a fraudulent misrepresentation) for the accuracy,
reliability and completeness of such information.
All projections, estimations, forecasts, budgets and the like in this presentation are illustrative exercises involving significant elements of
judgement and analysis and using assumptions, which assumptions, judgements and analyses may or may not prove to be correct. The actual
outcome may be materially affected by changes in e.g. economic and/or other circumstances. Therefore, in particular, but without prejudice to
the generality of the foregoing, no representation or warranty is given as to the achievability or reasonableness or any projection of the future,
budgets, forecasts, management targets or estimates, prospects or returns. You should not do anything (including entry into any transaction of
any kind) or forebear to do anything on the basis of this presentation. Before entering into any arrangement, commitment or transaction you
should take steps to ensure that you understand the arrangement, commitment or transaction and have made an independent assessment of
the appropriateness of the arrangement, commitment or transaction in light of your own objectives and circumstances, including the possible
risks and benefits of entering into such an arrangement, commitment or transaction.
No information, representations or opinions set out or expressed in this presentation will form the basis of any contract.
This presentation is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident or located in any
locality, state, country or other jurisdiction where such distribution or use would be contrary to law or regulation or which would require any
registration or licensing within such jurisdiction.
The information and opinions contained in this document are provided as at the date of this presentation and are subject to change without
notice.

Date: June 2020
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