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PRESS RELEASE 

Preliminary Results 

Valiant Petroleum plc (“Valiant” or the “Company”), an independent oil & gas company formed in 2004 with 

a strategy of building a diverse portfolio of development, appraisal and exploration assets primarily focused 

in the UK North Sea, is pleased to announce its audited preliminary results for the fifteen month period 

ending 31 December 2008.  

Highlights – 2008 

 Successful listing on the AIM market of the London Stock Exchange and associated £50.0 million (gross) 

fundraising 

 Signing and syndication of a US$200 million senior debt facility for the development of West Don and Don 

Southwest fields; the Group is forecast to remain fully financed through first production from those Don 

fields 

 Significant progress on the joint development of the West Don and Don Southwest fields following 

approval of the Field Development Plan by the UK Department of Business, Enterprise & Regulatory 

Reform (now the Department of Energy & Climate Change “DECC”), with first oil anticipated imminently 

from West Don field 

 Awarded eight licences in the UKCS 25th Seaward Offshore Licensing Round which include two new 

geographic areas for the Group (West of Shetland, Central North Sea) 

 Submission of the Field Development Plan for the Causeway field (Valiant 14% ownership) 

 Proved plus probable reserves at 31 December 2008 of 26.2 million barrels of oil equivalent (including the 

anticipated increased stake in the Causeway field), a 13% increase from 2007 

 Year end 2008 cash balance of £50.7 million, net debt of £43.3 million (excluding loan fees) and loss for 

the 15 month period of £31.5 million (including foreign exchange translation effects, write-offs and 

impairment items) 

 Five exploration and appraisal wells drilled during the period of which three were successful  

  

Objectives – 2009 

 Achieve successful project completion of the joint development of the West Don and Don Southwest 

fields with first oil anticipated from West Don during April 

 Progress our portfolio of undeveloped discoveries towards field development to provide medium term 

production growth and production diversification 

 Mature exploration portfolio, actively seek farm-in partners for 25th Round licensing awards and pursue 

drilling on an opportunistic and measured basis 



 

 Complete corporate acquisitions of Nor Energy (UK) Limited and asset acquisition of Dana Petroleum 

(E&P) Limited’s 50% stakes in Licence P.212, Block 211/8a and Licence P.296 Block 211/13a (Banquo and 

Helena discoveries) and seek further acquisitions and consolidation opportunities in and around the 

Group’s core area arising due to the current financial climate  

 Maintain strong capital discipline and financial flexibility and conclude the restructuring of the Group’s 

US$45 million mezzanine facility for which terms have already been agreed 

A full copy of the preliminary results can be found at http://www.valiant-petroleum.com/financial-

reports.asp. A presentation accompanying these preliminary results can also be found on the Company’s 

website at http://www.valiant-petroleum.com/investor-presentations.asp. 

 

tŜǘŜǊ .ǳŎƘŀƴŀƴΣ ±ŀƭƛŀƴǘΩǎ /9hΣ ŎƻƳƳŜƴǘŜŘ: 

“Given the current economic climate, we are extremely pleased with our maiden set of financial results as a 

listed company. Valiant remains in a strong financial position to deliver on its strategy and we look forward 

to first oil from West Don. We would like to thank all of our stakeholders for their continued support and 

look forward to working with them in the year ahead to achieve the goals we have set for the company.” 
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Chairman & Chief Executive’s Review 

We are pleased to announce the Group’s year end results for 2008, our inaugural year as a listed company 

following admission to the AIM market of the London Stock Exchange in March 2008.  

Against a backdrop of unprecedented turmoil in the global financial markets shortly after listing, we are 

proud to report that the Group has delivered substantially against its targets for 2008 and, in doing so, has 

made significant progress in maturing the Group into a full-cycle exploration and production business. 

Despite a financial loss for the period, reflecting entirely pre-production activity, efforts during the past 

fifteen months have left the Group well positioned for the future with a balanced portfolio and excellent 

growth prospects. 

Developments 

From a development perspective, during 2008 the Group remained focused on the West Don and Don 

Southwest fields (together the “Don Fields”) as the project moved into its execution phase following 

approval of the Field Development Plan by DECC in May. A development solution was formulated to 

encompass both the Don Fields being tied back to the FPU Northern Producer (a floating production and 

processing facility contracted to serve both fields). Extensive modifications were carried out to the FPU on 

schedule allowing tow out and mooring in preparation for production. The project was one of the largest 

undertaken in the UK sector of the North Sea during 2008. 

At the time of writing, the Group and its partners are anticipating first oil being achieved from the West Don 

field during April with first oil from the Don Southwest field also expected during the first half of 2009. This 

will be an important milestone as the Don Fields represent the culmination of a number of years of hard 

work for the Company. The cash flow generated from production during 2009 will bring further financial 

flexibility and help differentiate the Group from some of its AIM-listed peers. 

We look forward to reaching full project completion during 2009 and would like to take this opportunity to 

thank our employees, partners and contractors who have been crucial to the ultimate success of this project. 

The project remains broadly on-budget with some cost escalation in-line with project contingency levels 

mostly due to severe weather delays experienced during the offshore drilling and commissioning phase. 

During 2008, a considerable amount of work has also been undertaken on the Group’s other near-term 

developments which will provide production growth for the Group in the coming years. 

In December 2008, the operator of the Causeway field announced that it had submitted a Field 

Development Plan following the drilling of a successful well in July 2008 which was suspended as a future 

water-injector. The first phase of the project will target just over seven million barrels of oil equivalent in the 

Eastern area of the field. Subsequent phases are anticipated to access additional reserves in the Central and 

Western areas of the field. During 2009, the partners will look to further firm up the project timeline and 

further optimise the development against the backdrop of falling service costs. 

The Company has recently announced that it has signed a letter of intent to enter into a sale and purchase 

agreement with Nor Energy AS to acquire Nor Energy (UK) Limited, including an additional 10.50% interest in 

the Causeway field. As part of the transaction the Group will immediately acquire potential UK tax losses 

estimated to be US$20 million, which it anticipates the Group will be able to offset against future profit from 

its producing asset portfolio. 



 

During 2008, progress was made on the Crawford field development with considerable work going into 

detailed reservoir modelling and simulation work to understand the optimal development scheme for the 

multiple oil-bearing horizons in the field. The front end engineering and design phase is continuing and the 

current plan includes hydraulically fractured wells in order to maximise production and reserves’ recovery 

from the field. The Field Development Plan is on course and is anticipated to be submitted by the operator 

during 2009. The Company and its partners will continue to use 2009 as a time of detailed project planning 

and optimisation in order to maximise the value of the project. 

Following the recently announced increase in the Group’s stake in the undeveloped Banquo and Helena 

fields purchased from Dana Petroleum (E&P) Limited, the Company intends to accelerate the appraisal and 

development plans of these as its first ‘development’ operatorship. Located in Quadrant 211, these fallow 

discoveries are in one of the Group’s core areas and have excellent potential to be jointly developed along 

with the nearby Tybalt exploration prospect. Following a full project scoping review, the Group will seek to 

bring one or more partners into the development to manage its risk and capital exposure to these fields. The 

Group is excited about the development potential of these types of fields in the Northern North Sea – 

indentified as a key part of the Group’s business plan at the time of its AIM admission. 

Exploration & Appraisal 

During the period, the Group participated in five exploration and appraisal wells. These wells marked an 

important milestone for the Group in its transition to an operating entity.  Despite the results of the two 

exploration wells (Globe and Prospero) ultimately being disappointing, the Group continues to view its 

exploration assets on a portfolio basis and views active participation in exploration as essential to creating 

material shareholder value over the longer term. 

Our philosophy towards exploration is to retain a meaningful position in prospects and to focus on 

opportunities in our defined core areas where the Group has a better understanding of the subsurface risks.  

In November, the Group was notified that it had been successful in all of its applications for licences in the 

UKCS 25th Seaward Offshore Licensing Round. The awards included nine full-and-part blocks in and around 

the Group’s core Northern North Sea position. The Licensing Round has also given the Group an opportunity 

to expand its regional footprint in the UK Continental Shelf, gaining three blocks West of Shetland and one 

block in the Central North Sea which marks the first time that the Group has acquired interests outside of 

the Northern North Sea. 

These awards have allowed the Group to gain large equity stakes in a number of highly prospective blocks at 

minimal cost and have helped to balance the Group’s overall exploration risk profile. The Group’s strategy to 

operate and take large working interests in these blocks will allow us to maximise value and manage risk 

through swaps, farm-outs and sales prior to drilling.  

The Company has assembled a strong technical team and has built a comprehensive database in its core 

areas to facilitate an active and educated approach to exploration. We are confident that our focussed 

approach will deliver exciting results and significant shareholder value in due course. 

During 2008 a farminee (Fox Petroleum) failed to drill a well in block 211/17 on the Bourbon Prospect and 

the farm-in agreement has lapsed. The Bourbon well is now planned to be drilled at some point in the next 

two years and the Group will seek alternative options to reduce its net exposure to the well. 



 

In light of the current uncertainty in the global financial system and the potential for limited access to 

capital, the Group has sought to tightly control its discretionary exploration expenditure during 2009. While 

no firm exploration wells are currently committed, the Group will remain flexible and opportunistic in its 

approach towards exploration drilling while seeking to minimise its capital commitments. To maintain 

momentum with regards to its exploration portfolio, the Group has recently agreed to a site survey program 

to ensure at least four prospects are drill-ready from the second quarter of 2009. 

Reserves & Resources 

The Group is pleased to update its reserves position following its 2008 year-end audit. 

Group Reserves & Resources Summary (millions of barrels  of oil equivalent) (1) 

 Proved + Probable 

Reserves (2P) 

Best Estimate Contingent 

Resources (2C) 

2P + 2C 

As at 31 Dec 2007 23.2 15.8 39.0 

Additions/Revisions 2.3 (1.0) 1.3 

As at 31 Dec 2008 25.5 14.8 40.3 

Pending Acquisitions (2) 0.7 14.1 14.8 

Total Pro Forma 26.2 28.9 55.1 

*Notes: 

1. Oil equivalent of gas converted at 6:1 bcf: boe 

2. Includes the 10.5% stake in Causeway which has agreed to be purchased by the Group from Nor Energy (UK) and the 50.0% stake in Banquo and 

Helena which the Group has agreed to purchase from Dana Petroleum (E&P) Limited. Both transactions are anticipated to close during H1 2009 as 

mentioned in the post balance sheet events. 

 

The increase in proved plus probable reserves is largely attributable to a two million barrels increase in 

reserves for Don Southwest field and the reclassification of Causeway field from contingent resources to 

reserves following submission of the Field Development Plan in December 2008. 

Changes to the best estimate contingent resources include the partial re-categorisation of Causeway field, 

an upgrade attributable to the Banquo discovery following further technical studies and the inclusion of the 

Helena discovery, previously not certified by the Group’s technical consultants. 

The figures in the table above include the previously mentioned transactions with Dana and Nor which are 

anticipated to close during the first half of 2009 and remain subject to various conditions precedent 

including regulatory consents. Without these contributions, the Group’s proved plus probable reserves stand 

at 25.5 million barrels of oil equivalent and best estimate contingent resources of 14.8 million barrels of oil 

equivalent at year end 2008. 

Financial Results 

The Group made a loss during 2008 of £31.5 million primarily driven by the write-off associated with our 

unsuccessful exploration wells, the foreign exchange translation impact of Sterling reported US dollar 

denominated debt and an £15.1 million impairment charge against the Causeway field. That said, the Group 

leaves 2008 on sound financial footing following its equity fund raising in March 2008 and the continued 

support of its lending banks which have reaffirmed the amount available under its senior debt borrowing 



 

base facility as at 31 March 2009. In addition, the Group has recently agreed a partial restructuring of its 

mezzanine loan, further detailed in the Financial Review.  

As at 2008 year end, the Group had £94.0 million of drawn debt and £50.7 million of cash-on-hand leaving it 

in a net debt position of £43.3 million (excluding £6.6 million in cash held as security against the Don Field 

development which will be released upon completion of drilling). The Group is forecast to remain fully 

financed through first production from the Don Fields. 

Board, Staff & Corporate Governance 

As with most companies, the key to the Group’s long term success rests in the hands of the individuals 

whose vision, dedication and hard work continue to shape and drive our business. We would like to thank 

both the Board and employees for their efforts during 2008 and look forward to working with them in the 

years to come.  

The Company is committed to maintaining high standards of corporate governance and the directors intend, 

so far as it is practicable, to take the appropriate steps to comply with the Combined Code as the Group 

continues to grow into a full cycle exploration and production business. It is the aim of the Board to add at 

least one more non-executive director during 2009. 

Business Outlook 

Despite the continued difficulty in the global economy, the Group remains positive about its own business 

outlook for 2009 and beyond. During 2008, the Group has proved itself both capable of being a proactive 

partner in assisting the realization of a large and complex project and in engaging in offshore operations. The 

Group intends to apply these valuable skills across its portfolio in 2009 to drive production growth from its 

undeveloped assets and achieve successful exploration.  

While the outlook for oil prices is significantly more downbeat than last year, the Group continues to believe 

it has a viable and repeatable business model at lower global commodity prices. Encouraging signs have 

already begun to emerge of a realignment of services costs which will help to make smaller North Sea 

developments economically attractive. We believe that when the world economy starts to recover, oil prices 

are likely to rise again which will lead to a significant increase in profitability for producing companies. 

However, during these tough times, the Company believes that a combination of operational flexibility and 

capital discipline will allow it not only to, weather the financial storm, but position the Company to benefit 

from opportunities arising during this period of upheaval. 

On behalf of the board, we would like to thank you for your continued support of the Company. 

 

 

Gordon Stollery    Peter Buchanan  

Chairman    Chief Executive Officer 

 



 

Financial Review 

 

Income Statement 

The Group’s 2008 financial statements and associated notes cover the fifteen-month period to 31 December 

2008 following the change in its accounting year end from 30 September to 31 December at the time of 

listing on the AIM market of the London Stock Exchange. With production not coming on stream from the 

Don Fields until 2009, no revenue has been recorded for the period. 

The Group registered a net loss of £31.5 million compared to £1.3 million in the previous period. This 

increase is primarily a result of the write-off of the costs of unsuccessful exploration wells, a foreign 

exchange translation loss and an impairment charge against the Causeway field asset.  

 The Globe prospect was spud at the end of May 2008 and was drilled to a total depth of 1,600 metres 
(5,251 feet) and in September 2008, the Group announced that its operated exploration well on the 
Prospero prospect was drilled to a total depth of approximately 4,329 metres (14,203 feet). Both wells 
failed to find hydrocarbons and were plugged and abandoned at a total cost of £13.5 million which 
was written-off under the Group’s successful efforts accounting policy.  

 For the purpose of the consolidated financial information, the results and financial position of the 
Group are expressed in pounds sterling. As a result of the appreciation of the US dollar against Sterling 
during the period, translation of the Group’s US dollar denominated debt has led to a foreign 
exchange loss over the period of £17.3 million. The Group’s US dollar debt provides a natural hedge as 
the Group’s future production revenues will be US dollar based. 

 An impairment charge of £15.1 million has been recognised against the Causeway asset following a 
reassessment of the field. The charge taken reflects the lower than expected reserves position from 
the time of initial acquisition, the phased development of the field and the current economic climate 
including future oil price expectations. Subsequent to the balance sheet date, the Group expects to 
acquire a further 10.50% interest as a consequence of the acquisition of Nor Energy (UK) Limited at a 
relatively lower cost than the existing interest, which may result in the impairment charge, in part or 
whole, being written-back in future years. 

During the period ended 31 December 2008, the Group incurred net administration expenses of £5.5 million 

(2007: £2.4 million). These expenses mainly consist of staff costs (staff numbers increased during the 

period), office overheads and professional fees, the AIM market admission process (£1.2 million) and other 

projects. The staff costs include the fair value charge under IFRS2 “Share Based Payments” relating to the 

Group’s share schemes (£2.1 million) which is a non cash item. It should be noted that there can be no direct 

comparison with prior accounting periods as the periods do not concur (i.e. fifteen months versus twelve 

months). The reason for changing the accounting period year end from September to December was to aid 

future peer group comparisons and for administrative purposes. 

During the period, the Group recognised a deferred tax asset of £19.6 million in respect of past tax losses. This is 
discussed further in note 3 to the Consolidated Financial Statements. 

A tax liability for the prior accounting period (£0.2 million) was realised in the current period and paid. As at 

31 December 2008 there are available tax losses of £126.7 million on which a deferred tax asset has been 

recognised. 

Investment income of £2.5million (2007: £0.9 million) has been recognised which represents interest 

received on cash deposits. 



 

 

Financing  

During the period the Group utilised £67 million (US$94 million) under the US$200 million senior debt facility 

specifically for the purpose of development expenditure for the Don Fields. There has been no utilisation 

under the associated US$20 million cost overrun facility.   

The Group has enjoyed strong support from its banking group and continued support is important for the 

ongoing development of the business. The Group believes that it will have sufficient capital resources 

through its committed debt facilities and cash on hand to meet all of its obligations in relation to the Don 

Fields’ development, although the net debt position is anticipated to increase until the completion of the 

development before decreasing as a result of cash inflow generated from production. The Group has re-

determined the available amount under its debt facilities as at 31 March 2009, all of which is calculated 

based on the reserve position of the Group.  Whilst we remain reliant on the availability of our debt facilities 

to reach project completion on the Don Fields, we remain confident that the Group will have sufficient 

access to debt to execute our business plan. 

As at 31 December 2008 there was US$39.1 million (£27.2 million) outstanding under the US$45.0 million 

mezzanine loan facility with the Bank of Scotland. Under the terms of that facility FDP approval of the 

Causeway field is required by 30 September 2009 and first oil from the Causeway field is required by 31 

December 2009. The Group has entered into discussions with the Bank of Scotland to restructure the facility 

and an interim agreement is now in place which remains subject only to documentation. Under this interim 

agreement, the Group will repay US$10.0 million as at 30 April 2009 and a further US$10 million during the 

first half of 2010 in return for extending the FDP and first oil covenant dates by nine months. 

The Group is exposed to commodity price risk and significant fluctuations in the oil price can significantly 

impact the profitability and cash flow of the Company. After extensive discussion at Board level, the Group 

has decided not to engage in any oil price risk management until production rates from the Don Fields have 

been confirmed at a stabilised level. The Group will continue to monitor oil production and prices with a 

view to prudently protecting its downside oil price risk in relation to its debt burden. 

Balance Sheet 

The Group continues to hold significant cash deposits of £51 million as at year end. In addition, £6.6 million 

in cash is deposited as security against the rig contract for the Don Fields development wells. This appears as 

a receivable on the balance sheet but will be released to the Group upon completion of drilling in September 

2009. 

The Group has ended the year in a net debt position of £43 million (excluding offsetting facility fees of £2 

million), reflecting current cash balances of £51 million (excluding the £6.6 million above) and a drawn debt 

position of £94 million (excluding offsetting facility fees of £2 million) which includes amounts assigned to 

the senior debt facility (£67 million) and the mezzanine debt facility (£27 million). Both these facilities 

include an element of accrued interest and capitalised issue costs therein. 

Through its wholly owned subsidiary companies, the Group has an active exploration and development 

program on its portfolio of assets. The Group’s non-current assets increased substantially to £118 million 

during 2008 reflecting the heavy investment in the Don Fields during the latter half of the period. 

At 31st December 2008, the Exploration and Evaluation (E&E) assets were £29 million (2007: £33 million) 

reflecting further spend on both the Causeway and Crawford development fields together with expenditures 

on existing exploration assets, net of impairments and reclassifications to Property, Plant & Equipment. The 



 

Property, Plant and Equipment assets are carried at £88 million (2007: £0.1 million). This addition is mainly 

as a result of the reclassification of the Don Field assets following approval of the Field Development Plan by 

the UK Government in May 2008. 

The Group follows the successful efforts method of accounting where all licence acquisition costs, 

exploration and appraisal, and development costs are captured in well or field specific cost centres pending 

determination. As a reflection of historic costs, the asset values are not indicative of the future earning 

potential of the assets. As a conclusion, the directors are satisfied that the aggregate value of the assets at 

the balance sheet date are not less than the aggregate amount at which they are stated. 

 

Steven Edgley 

Finance Director 



 

Consolidated Income Statement 

For the period ended 31 December 2008 

 

 
 

15 Month Period 

Ended 

Year Ended 

  31-Dec-08 30-Sep-07 

 Notes £’000 £’000 

    

Continuing operations    

Administrative expenses  (5,487) (2,369) 

Other operating expenses:    

    - Pre licence costs  (1,964) - 

    - Operating expenses – E&E write off 7 (28,653) - 

  -------------- -------------- 

Operating loss 5 (36,104) (2,369) 

    

Investment revenue – interest income  2,510  887 

Exchange (losses)/gains  (17,320) 149 

Finance costs 8 (16) -   

  -------------- -------------- 

Loss for the period before tax  (50,930) (1,333) 

    

Tax 9 19,424 -   

  -------------- -------------- 

Loss for the period  (31,506) (1,333) 

    

Loss per ordinary share (pence) 10   

     - Basic  (133.62) (9.64) 

     - Diluted  (133.62) (9.64) 

    



 

Consolidated Statement of Changes in Equity 

For the period ended 31 December 2008 

 

 

 

Notes Share 

capital 

£’000 

Share 

premium 

£’000 

Employee 

Share 

Option Plan 

Accumulated 

Profit / 

(Deficit) 

£’000 

Total 

£’000 

Opening equity as at 1 

October 2006 

 240 5,504 197 (619) 5,322 

Loss for the period  - - - (1,333) (1,333) 

Share capital issued, net 

of expenses 
20 260 53,915 - - 54,175 

ESOP reserve movement 26 - - 581 - 581 

  ------------ ------------ ------------ -------------- -------------- 
At 30 September 2007  500 59,419 778 (1,952) 58,745 

Loss for the period  - - - (31,506) (31,506) 

Share capital issued, net 

of expenses 
20 170 46,982 - - 47,152 

ESOP reserve movement 26 - - 2,139 - 2,139 

  ----------- ------------ ------------ -------------- -------------- 
Closing equity 

attributable to the 

Company’s equity 

holders 

 670 106,401 2,917 (33,458) 76,530 

  ====== ====== ====== ======= ======= 



 

Consolidated Balance Sheet 

For the period ended 31 December 2008 

 

 

 

 

 31-Dec-08 30-Sep-07 
 Notes £’000 £’000 
Non-current assets      
Intangible assets 11 29,105 33,408 
Property, plant and equipment 12 88,899 76 

  -------------- -------------- 
   118,004 33,484 

Current assets      
Trade and other receivables 14 11,263 7,180 
Deferred tax asset 15 19,651 - 
Cash and cash equivalents 16 50,743 37,426 

  -------------- -------------- 
  81,657 44,606 
  -------------- -------------- 

Total assets  199,661 78,090 
  -------------- -------------- 

Current liabilities      
Trade and other payables 17 (21,029) (3,194) 

  -------------- -------------- 
  (21,029) (3,194) 

  -------------- -------------- 
Net current assets   60,628 41,412 
Non-current liabilities    
Long term loans 18 (91,571) (16,150) 

Long term provision 19 (10,531) - 

  -------------- -------------- 
Total liabilities  (123,131) (19,344) 
  -------------- -------------- 
Net assets  76,530 58,745 
  ========== ========== 
Equity    
Share capital 20 670 500 
Share premium 20 106,401 59,419 
ESOP reserve 26 2,917   778   
Accumulated deficit  (33,458) (1,952) 
  -------------- -------------- 
Total equity attributable to equity holders of the parent  76,530 58,745 
  ========== ========== 

 

 

The financial statements were approved by the board of directors and authorised for issue on 6 April 2009. 

They were signed on its behalf by: 

SN Edgley, Finance Director 

6 April 2009 

 



 

Consolidated Cash Flow Statement 

For the period ended 31 December 2008 

 Notes 31-Dec-08 30-Sep-07 
    
Net cash (outflow)/inflow from operating activities 21 

19 

(6,025) 1,192 
  ------------ ------------ 
Investing activities    
Purchase of intangible exploration and evaluation assets  (53,604) (39,391) 
Purchase of property plant and equipment  (27,355) (81) 
Investing receivables  (1,555) - 
Interest received  2,237 887 
  ------------ ------------ 
Net cash used in investing activities  (80,277) (38,585) 
  ------------ ------------ 
Financing activities    
Proceeds from issue of share capital 20 47,152 54,176  
Drawdown of bank loans 18 52,225 16,150 
Income tax paid  (227) - 
Interest paid  (15) (380)                   

-    ------------ ------------ 
Net cash from financing activities  99,135 69,946 
  ------------ ------------ 
Net increase in cash and cash equivalents  12,833 32,553 
    
Cash and cash equivalents at beginning of period  37,426 4,725 
Effect of foreign exchange rate changes  484 149 
  ------------ ------------ 
Cash and cash equivalents at end of period  16 50,743 37,426 
  ======== ======== 



 

Notes to the Consolidated Financial Statements 

For the period ended 31 December 2008 

1. General information 

Valiant Petroleum plc is a company incorporated in the United Kingdom under the Companies Act 1985. The 

address of the registered office is: 

8th Floor, Albion House 

Chertsey Road 

Woking 

Surrey GU21 6BD 

The nature of the Group’s operations and its principal activity is exploration and development of oil and gas 

reserves principally in the Northern North Sea of the UK Continental Shelf region.  

The financial information for the years ended 31 December 2008 and 2007 does not constitute statutory 

accounts as defined in Section 240 of the Companies Act 1985 (Act), but is derived from those accounts.  A 

copy of the statutory accounts for 2007 has been delivered to the Registrar of Companies and those for 2008 

will be delivered following the Company’s annual general meeting. The auditors have reported on those 

accounts; their reports were unqualified, did not draw attention to any matters by way of emphasis without 

qualifying their report and did not contain statements under Section 237(2) or (3) of the Act. The Company 

expects to publish full financial statements that comply with IFRS in its Annual Report and Accounts 2008. 

The financial statements are presented in Pound Sterling which is the functional currency of each of the 

Company’s subsidiary undertakings. The Directors do not recommend the payment of a dividend. 

This preliminary announcement was approved by the Board on 6 April 2009. 

2. Basis of Preparation 

The financial information has been prepared in accordance with the recognition and measurement criteria of 

International Financial Reporting Standards (IFRS) and with IFRSs adopted for use in the European Union. 

Whilst the financial information included in this preliminary announcement has been prepared in 

accordance with International Financial Reporting Standards (IFRS), this announcement does not itself 

contain sufficient information to comply with IFRS. The financial statements have been prepared under the 

historical cost basis, with the exception of accounting for share based payments. 

The announcement has been prepared on the basis of accounting policies as stated in the 30 September 

2007 financial statements. 

3. Critical accounting judgments and key sources of estimation uncertainty 

In the process of applying the Group’s accounting policies, management has made the following judgments 

that have the most significant effect on the amounts recognised in the financial information. 

 

 



 

Critical Accounting Judgements 

Going Concern 

As described in the Chairman and Chief Executive’s Review, the current economic environment is both 

challenging and unstable. These conditions create uncertainty particularly over oil prices and access to 

capital and the availability of bank finance in the foreseeable future. The availability of debt finance to the 

Group under its existing banking facilities, on which the Group relies, is ultimately linked to oil prices and the 

level of independently certified reserves which is carried by the Group as explained in note 18 to the 

Consolidated Financial Statements. The directors’ consider that the outlook for oil prices is significantly more 

pessimistic than last year however there is a continuing belief that the fundamentals of the Group’s business 

model are sound. 

The Group’s access to debt finance is continuously monitored by the directors, working in conjunction with 

financial institutions, with which close relationships have been developed. The directors believe that the 

Group has sufficient access to capital within its existing banking facilities to achieve production from the Don 

Fields and thus to become cash generative. In addition, the Group may gain access to a higher level of 

borrowing than is currently available during the second half of 2009 when the Don Fields have a 

demonstrated production history.  

After making enquiries, the directors have formed a judgement, at the time of approving the financial 

statements, that there is a reasonable expectation that the Group will have adequate resources to continue 

in operational existence for the foreseeable future.  For this reason the directors continue to adopt the going 

concern basis in preparing the financial statements. 

Recoverability of exploration and evaluation costs 

E&E assets are assessed for impairment when circumstances suggest that the carrying amount may exceed 

its recoverable value. This assessment involves judgment as to (i) the likely future commerciality of the asset 

and when such commerciality should be determined, and (ii) future revenues and costs pertaining to the 

asset in question, and the discount rate to be applied to such revenues and costs for the purpose of deriving 

a recoverable value. Note 11 discloses the carrying amounts of the Group’s E&E assets. 

Deferred tax asset 

During the year, management considered the recognition of a deferred tax asset in relation to past tax 

losses. Due to imminent production from the West Don Field, it is considered probable that a deferred tax 

asset will be recovered. As such, a deferred tax asset of £19.6 million has been recognised during the current 

period. 

Debt due within 1 year 

The Group’s banking facilities require repayments of debt so that the amount drawn does not exceed a limit 

based upon the net present value of the Group’s oil and gas reserves, as recalculated periodically. Estimates 

of amounts due within one year reflect assumptions about oil and gas prices, reserves, cost forecasts and 

other factors which are inherently uncertain. Based upon current estimates all amounts drawn down at the 

balance sheet date are due after more than one year. 

 



 

 

Key sources of estimation uncertainty 

The key assumptions concerning the future, and other key sources of estimation uncertainty at the balance 

sheet date, that have a significant risk of causing a material adjustment to the carrying amount of assets and 

liabilities within the next financial year, are discussed below. 

Decommissioning 

Provision for decommissioning is recognised in full when the related facilities are installed. A corresponding 

amount equivalent to the provision is also recognised as part of the cost of the related Property, Plant and 

Equipment. The amount recognised is the estimated cost of decommissioning, discounted to its net present 

value, and is reassessed each year in accordance with local conditions and requirements. 

Changes in the estimated timing of decommissioning or associated cost estimates are dealt with 

prospectively by recording an adjustment to the provision and a corresponding adjustment to the property, 

plant and equipment. 

The unwinding of the discount on the decommissioning is included as a finance cost. 

Reserves 

Commercial reserves are determined using estimates of oil in place, recovery factors and future oil prices. 

Future development costs are estimated using assumptions as to numbers of wells required to produce the 

commercial reserves, the cost of such wells and associated production facilities, and other capital and 

operating costs. Reserves’ estimates will affect depletion and amortisation charges when production 

commences. 

 

4. Business and geographical segment reporting 

In the opinion of the directors, the operations of the Group comprise one class of business, being oil and gas 

exploration, development and production and the sale of hydrocarbons and related activities in only one 

geographical area, the UKCS North Sea. 

 



 

5. Operating loss 

Operating loss is stated after charging: 

 15 months to Year ended 
 31-Dec-08 30-Sep-07 
 £’000 £’000 
   
Staff costs (see note 6 below) 4,864 1,664 
E&E write off 28,653 - 
Exchange losses/(gains) 17,320 (149) 
Depreciation and amortisation  202   64   
Operating lease (see note 25 below) 98 46 
Auditors: remuneration   
- audit fee 85 70 
- non audit fees  318 51 

 ======== ======== 
 

The analysis of auditor’s remuneration is as follows: 

Fees payable to the Company’s auditors for the audit of the Group’s annual accounts 

 15 months to Year ended 
 31-Dec-08 30-Sep-07 
 £’000 £’000 
   
- the Company’s accounts  70 20 
- subsidiary accounts 15 10 
- IFRS transition fee - 40 
 ---------- ---------- 
 85 70 
 ====== ====== 

 

Fees payable to the Company’s auditors for other services to the Group 

 15 months to Year ended 
 31-Dec-08 30-Sep-07 
 £’000 £’000 

   
- reporting accountants’ services in relation to the 

IPO 

225 - 
- taxation advisory services 46 51 
- interim review 

 

19 - 
- recruitment and remuneration services  19 - 
- other 9 - 
 ---------- ---------- 
 318 51 
 ======== ======== 

 



 

6. Staff costs 

The average monthly number of employees (including Executive Directors) employed by the Group was: 

 15 months to Year ended 
 31-Dec-08 30-Sep-07 
 Number Number 
   
Directors 2 2 
Administration 8  3  
Technical 9 4 
 ---------- ---------- 
 19 9 
 ======== ======== 

 

Their aggregate remuneration comprised: 

 15 months to Year ended 
 31-Dec-08 30-Sep-07 
 £’000 £’000 
   
Wages and salaries 2,157 920 
Social security costs 280 91 
Share-based payment expense (see 

note 24) 

expense (see note 22) 

2,139 581 

Pensions – defined contribution 288 72 
 ---------- ---------- 
 4,864 1,664 
 ====== ====== 

 

The remuneration of the Directors who comprise the key management personnel: 

 15 months to Year ended 
 31-Dec-08 30-Sep-07 
 £’000 £’000 
   
Emoluments receivable 708 360 
Share-based payment expense 612 167 
 ---------- ---------- 
 1,320 527 
 ====== ====== 

 

7. E&E Write Off 

 15 months to Year ended 
 31-Dec-08 30-Sep-07 
 £’000 £’000 
   
E&E costs written off  13,553 - 
Impairment of assets 15,100 - 
 ---------- ---------- 
 28,653 - 
 ====== ====== 

 



 

Exploration and evaluation (E&E) costs written off include £8.3 million relating to the Prospero well drilled in 

Q3 2008 and £5.2 million relating to the Globe well drilled in Q2 2008. 

The impairment charge in 2008 for the Group relates to the Group’s Causeway interests. The interests have 

been written down to value in use which was calculated by reference to revised assessment of the future 

discounted cash flows expected to be derived from production of commercial reserves .The principle reasons 

for this impairment are a revision to the reserves and change in long term oil price assumptions reflecting 

current market conditions. 

 

8. Finance costs 

 15 months to Year ended 
 31-Dec-08 30-Sep-07 
 £’000 £’000 
   
Interest on bank overdrafts and loans 4,134 380 
Capitalised interest (4,118) (380) 
 ---------- ---------- 
 16 - 
 ======== ======== 

 

Capitalised interest includes all the interest charged relating to the Causeway Field (Valiant Causeway 

Limited “VCY”) and the Don Fields (Valiant North Sea Limited “VNS”). The amount of finance costs capitalised 

was determined by applying a capitalisation rate of LIBOR + 6% on VCY debt and 2% on VNS debt to 

expenditures on these qualifying assets, limited to the amount of interest arising in the period. 

 

9. Taxation on loss on ordinary activities 

The tax charge comprises: 

 15 months to Year ended 
 31-Dec-08 30-Sep-07 
 £’000 £’000 
Current tax   
United Kingdom Corporation tax at 50% (2007: 19%)   
Adjustments in respect of prior periods (227) - 
UK Corporation tax - - 
 ---------- ---------- 
Total current tax charge (227) - 
 ---------- ---------- 
Deferred tax   
Temporary differences origination and reversal 15,429 - 
Adjustment in respect of prior period 4,222 - 
 ---------- ---------- 
Total deferred tax 19,651 - 
 ---------- ---------- 
   
Total tax credit 19,424 - 
 ======== ======== 

 



 

The Group is not currently subject to UK Petroleum Revenue Taxation. 

The charge for the year can be reconciled to the loss per the income statement as follows: 

 15 months to Year ended 
 31-Dec-08 30-Sep-07 
 £’000 £’000 
   
Loss before tax (50,930) (1,333) 
 ---------- ---------- 
Tax credit at UK Corporation Tax rate of 50% (2007: 19%) (25,465) (253) 
   
Adjustments in respect of prior periods (3,989) - 
Expenses not deductible for tax purposes  10,056 - 
Tax effect of rate difference for UK ring fence trade (26) - 
Tax effect of utilisation of tax losses not recognised - 253 
 ---------- ---------- 
Current year tax credit (19,424) - 
 ======== ======== 

 

A tax rate of 50% has been used reflecting Corporation Tax payable at 30% and Supplementary Corporation 

Tax payable at 20%. 

 

10. Loss per ordinary share 

Basic earnings per ordinary share amounts are calculated by dividing the net loss for the year attributable to 

ordinary equity holders of the parent by the weighted average number of ordinary shares outstanding 

during the period. 

 15 months to Year ended 
 31-Dec-08 30-Sep-07 
 £’000 £’000 
   
Net loss attributable to equity shareholders (31,506) (1,333) 
 ======== ======== 
   
 No ‘000 No ‘000 
Number of shares   
Basic weighted average number of shares 23,579 13,828 
Diluted weighted average number of shares 23,579 13,828 
 ======== ======== 
   
Loss per share (133.62) (9.64)  

 



 

11. Intangible assets 

 E&E assets Other 
 

Total 
 £’000 £’000 £’000 
Cost    
At 1 October 2006 2,121 60 2,181 
Additions 31,190 88 31,278 
 ---------- ---------- ---------- 
At 30 September 2007 33,311 148 33,459 
Additions 54,118 135 54,253 
Transfer to tangible assets (29,761) - (29,761) 
Amounts written off (see note 7) (13,553) - (13,553) 
 ---------- ---------- ---------- 
At 31 December 2008 44,115 283 44,398 
    
Amortisation    
At 1 October 2006 - - - 
Charge for the year - (51) (51) 
 ---------- ---------- ---------- 
At 30 September 2007 - (51) (51) 
Impairment charge(see note 7) (15,100) - (15,100) 

Charge for the year - (142) (142) 
 ---------- ---------- ---------- 
At 31 December  2008 (15,100) (193) (15,293) 
    
Carrying Amount    
At 31 December 2008 29,015 89 29,105 
At 30 September 2007 33,311 97 33,408 

 

During the year the Company’s interest in the Don Southwest and West Don fields were transferred to oil 

and gas assets within property plant and equipment following receipt of approval for the Field Development 

Plan from DECC in May 2008. 

 



 

12. Property, plant and equipment 

 

Oil and 

Gas 

Assets Other 

Total 

 £’000 £’000 £’000 
Cost    
At 1 October 2006 - 10 10 
Additions - 81 81 
 --------- ---------- --------- 
At 30 September 2007 - 91 91 
Additions 58,945 177 59,122 
Transfers from intangible assets(see note 11) 29,761 - 29,761 
Disposals - (1) (1) 
 --------- ---------- --------- 
At 31 December 2008 88,706 267 88,973 
    
Accumulated depreciation, depletion and amortisation    

At 1 October 2006 - (1) (1) 
Charge for the year - (14) (14) 
 --------- ---------- --------- 
At 30 September 2007 - (15) (15) 
Charge for the year - (59) (59) 
 --------- ---------- --------- 
At 31 December 2008 - (74) (74) 
    
Carrying Amount    
At 31 December  2008 88,706 193 88,899 
At 30 September 2007 -  76 76 

 

13. Investments 

At 31 December 2008, the Company’s subsidiary undertakings, all of which are UK registered and included in 

the consolidated Group financial information, were: 

Valiant North Sea Limited  100% (acquired 30 September 2004)  

Valiant Exploration Limited  100% (incorporated 23 August 2006) 

Valiant Causeway Limited  100% (incorporated 19 March 2007) 

The principal activities of all three subsidiary entities relate to oil and gas exploration, development and 

production. 

 



 

14. Trade and other receivables 

 31-Dec-08 30-Sep-07 
 £’000 £’000 
   
Trade accounts receivable 854 408 
VAT Receivable 196 3 
Other receivables 451 6,713 
Prepayments 3,140 56 
Cash backed security deposit 6,622 - 
 ------------- ------------- 
 11,263 7,180 
 ======== ======== 

 

The directors consider that the carrying amounts of trade and other receivables approximate their fair value. 

The cash backed security deposit represents a sum of $US 9.5 million (£6.6 million) in cash held against the 

West Don field drilling contract. This has been classified as a receivable in accordance with Group accounting 

policies. 

Credit risk 

Credit risk refers to the risk that a counter-party will default on its contractual obligations resulting in 

financial loss to the Group. 

The Group’s principal financial assets are cash, the cash backed security and trade receivables. The Group’s 

maximum exposure to credit risk on these assets is £58,226 (2007: £37,837). The credit risk on such cash and 

the cash backed security deposit is limited because it is on deposit with banks with good credit ratings 

assigned by International Credit Rating Agencies. Credit risk from trade receivables is also limited given that 

balances are minimal. The Group had no past due debts at 31 December 2008 (2007: nil) and no provision 

has been made for doubtful receivables. 

Many Licence Group Operators request funding on a “cash advance” basis in order to meet disbursements 

on expenditures incurred within that Licence Group. Such cash advances are accounted for within other 

receivables, and were minimal at 31 December 2008. 

 

15. Deferred tax 

The following are the major deferred tax liabilities and assets recognised by the group and movements 

thereon during the current reporting period (there were no movements in relation to deferred tax in the 

prior reporting period). 

 



 

 

Accelerated 
tax 

depreciation 
£’000 

Tax losses 
£’000 

Decommissioning 
provision 
£’000 

Total 
£’000 

At 1 October 2007 - - - - 
     
Credit / (charge) to 

income statement (48,947) 63,332 5,266 19,651 
 

    

As 31 December 2008 (48,947) 63,332 5,266 19,651 
 

    

 

Certain deferred tax assets and liabilities have been offset in accordance with the Group’s accounting policy.  

 

The following is the analysis of the deferred tax balances (after offset): 

 

  

15 months to 
31-Dec-2008 

£’000 

Year ended 
 30-Sep-2007 

£’000 
    
Deferred tax liabilities  (48,947) - 
Deferred tax assets  68,598 - 
  

  

Net deferred tax asset  19,651 - 
  

  

The deferred tax asset principally arises in respect of unutilised tax losses.   The deferred tax asset is 

recognised to the extent that it is regarded more likely than not that there will be suitable tax profits against 

which the deferred tax asset can be recovered in future periods based on the Group’s economic models.   

 

There is no un-provided deferred tax asset or liability as at the balance sheet date. 

   

The deferred tax liability arose as a result of temporary differences between the carrying values and tax 

bases of fixed assets. 

 

16. Cash and cash equivalents 

 31-Dec-08 30-Sep-07 
 £’000 £’000 
   
Cash at bank and in hand 50,743 37,426 
 ---------- ---------- 
 50,743 37,426 
 ======== ======== 

 

Cash and cash equivalents comprise cash and short term bank deposits with an original maturity of three 

months or less. The carrying amount of these assets is approximately equal to their face value. As detailed in 

note 14 above, an additional $US 9.5 million (£6.6 million) is held as a cash-backed security deposit within 

trade and other receivables. 



 

17. Trade and other payables 

 31-Dec-08 30-Sep-07 
 £’000 £’000 
   
Trade payables 9,300 1,423 
Salaries, PAYE & social security 196 31 
Other accruals 11,533 1,740 
 ---------- ---------- 
 21,029 3,194 
 ======== ======== 

 

The directors consider that the carrying amount of trade and other payables approximates to their fair value. 

 

18. Borrowings and Financial Risk Management 

 31-Dec-08 30-Sep-07 
 £’000 £’000 
   
Non Current   
   
Mezzanine Facility 27,201 16,150 

 

 

Senior Facility 66,846 - 
Loan Fees  (2,476) - 
 ---------- ---------- 
 91,571 16,150 
 ======== ======== 

 

At 31st December 2008, the Group has committed undrawn facilities of £56,963k ($US 81,901k). At 30 

September 2007 the Group had committed undrawn facilities of £5,936k ($US 12,095k). 

Mezzanine Debt Facility 

On 30 June 2007, Valiant Causeway Limited entered into a $US 45 million (£31 million) Mezzanine UK 

Financing Facility in order to: 

 part finance the acquisition cost of the purchase of a 14% working interest in the Causeway field 
development prospect 

 finance drilling costs in Causeway field 

 meet transaction costs of putting the facility in place 
 

The interest rate is LIBOR + 6%. 

At 31 December 2008 the value of drawndown funds was £23,516k ($US 33,811k) together with £3,685k 

($US 5,299k) of accrued interest which has been capitalised to the Causeway asset. At 30 September 2007 

the value of drawdown funds was £15,770k ($US 32,130k) together with £380k ($US 775k) of accrued 

interest. The facility is secured on a share pledge over the Company’s shares in Valiant Causeway Limited 

and Valiant Exploration Limited and a first charge over the assets of Valiant Causeway Limited and Valiant 

Exploration Limited. 



 

At 31 December 2008 the terms of the loan required that a Field Development Plan (FDP) for Causeway field 

needed to be in place by 30 September 2009. In the event that Causeway field FDP is not obtained, the 

Mezzanine facility would be repayable either from a secured debt facility (obtained via enhanced borrowing 

base) or equity. An FDP for the Causeway field was submitted to DECC on 29 December 2008. 

Following 31 December 2008, the Group has reached an interim agreement with the Bank of Scotland 

(subject only to documentation) over the repayment terms of the loan as discussed in the Financial Review 

section of the Business Review. The result of such negotiations has deferred the trigger on FDP approval 

from 30 September 2009 to 30 June 2010. In order to secure this revised terms, the Group will make 

payment of $US 10 million in April 2009, with a further $US 10 million in 2Q 2010.  

Subject to the FDP being achieved, this facility is expected to mature on 30 June 2014. A redemption 

premium will be calculated to be an amount sufficient to give the lender the following return: 

 within 2 years of Financial Close      18% IRR 

 2 years from Financial Close to 4 years from Financial Close  17½% IRR 

 4 years from Financial Close until Final Maturity    15% IRR 
 

The directors consider that the carrying amount of the loan approximates its fair value. 

Senior Debt Facility 

On 18 December 2007 VNSL as borrower and the other members of the Group as guarantors, entered into a 

$US 200 million credit facility with HBoS. The Senior Facility provides for a $US 180 million facility (“Tranche 

A”) and a $US 20 million cost overrun facility (“Tranche B”). The facility is a borrowing base facility and the 

maximum amount available under Tranche A is determined by reference to the net present value of net cash 

flow in respect of the Don Fields. The Directors believe that the sum available under Tranche B is fully 

available. 

Interest on Tranche A funding is charged at LIBOR + 2%. 

At 31 December 2008 the value of funds drawdown under the Tranche A facility was £66,033k ($US 94,942k) 

together with £813k ($US 1,168k) of accrued interest which has been capitalised to the Don Field assets. 

Interest on Tranche B funding is charged at LIBOR + 3.5%. 

At 31 December 2008, the value of funds drawdown under the Tranche B facility was £nil. 

Financial Risk Management 

The Group is exposed to liquidity risk, interest rate risk, foreign currency risk and credit risk. Credit risk is 

discussed in note 14. 

Liquidity risk 

Ultimate responsibility for liquidity risk management rests with the board of directors, which has built an 

appropriate liquidity risk management framework for the management of the Group’s short, medium and 

long-term funding and liquidity management requirements. The Group manages liquidity risk by maintaining 

adequate reserves, banking facilities and reserve borrowing facilities by continuously monitoring forecast 

and actual cash flows and matching the maturity profiles of financial assets and liabilities. The Group’s 



 

liquidity position and its impact on the going concern assumption is further discussed within the Financial 

Review section of the Business Review. 

At 31 December 2008, of the Group’s debt facilities: 

 £19,591k ($US 28,167k) falls due within 1-2 years – Senior Facility 

 £47,255k ($US 67,943k) falls due within 2-5 years – Senior Facility 

 £27,201k ($US 39,110k) falls due within 2-5 years – Mezzanine Facility 

 

At 30 September 2007, all of the Group’s debt was payable after 5 years 

 £16,150k ($US 32,905k) – Mezzanine Facility 

  

Interest rate risk 

The interest rate profile of the Group’s financial assets and liabilities at 31 December 2008 was as follows: 

 31-Dec-08 30-Sep-07 
 £’000 £’000 
   
Cash at bank at floating interest rate 50,743 37,426 
Cash backed security 6,622 - 
Bank loans (94,047) (16,150) 

 

The Cash at bank and Cash backed security at floating interest rate consist of deposits which earn interest at 

variable rates depending on length of term and amount on deposit. Floating interest rates for loan facilities 

are as set out in the narrative above. Movements in the interest rate have an immaterial effect on the 

Group’s loss before tax and equity as the Group capitalises interest on its debt facilities as set out in the 

accounting policies. 



 

Foreign currency risk 

The Group is exposed to movements in the $US / £STG exchange rate. 

The carrying amount of the Group’s foreign currency denominated assets / liabilities were as follows: 

   US Dollars Sterling 

  $’000 £’000 

30 September 2007            

Cash at hand and at bank  644 316 

Bank loans  (32,905) (16,150) 

  ====== ====== 

31 December 2008    

Cash at hand and at bank  18,266 12,704 

Cash backed security deposit 

 

9,521 6,622 

Trade creditors 

 

(1,765) (1,227) 

Bank loans  (135,220) (94,047) 

  ====== ====== 

 

The following table demonstrates sensitivities on the Group’s loss before tax (and equity) to changes in the 

US dollar exchange rate at the respective balance sheet dates. All other variables are held constant. The 

effect on the loss before tax (and equity) is as follows: 

 5% Reduction in 

$US Strength 

5% Increase in 

$US Strength 

Period ended 31 December 2008 £3,998k decrease in loss £3,617k increase in loss 

Year end 30 September 2007 £834k decrease in loss £754k increase in loss 

 

The Group manages its foreign exchange exposure by matching the denomination of funding and anticipated 

costs and revenues. The Group’s sensitivity to foreign currency is high during the current period due to the 

increase in dollar denominated funding instruments utilised, in anticipation of  future dollar denominated 

revenues from production. 

 

19. Long Term Provision 

Decommissioning Provision as at 31 December 2008 

 31-Dec-08 30-Sep-07 
 £’000 £’000 
Opening balance - - 
Additions in the period 10,531 - 
 ---------- ---------- 
Closing balance 10,531 - 
 ====== ====== 



 

 

The Group is recognising a decommissioning provision for the first time in the current accounting period in 

relation to both of the Don Fields. The provision is based on the discounted net present value of the 

operator’s assessment of the obligation to decommission assets in place at the balance sheet date. This 

provision will increase as additional infrastructure is installed and will be settled on the actual 

decommissioning of the Fields, currently estimated to be 2024. 

 

20. Share capital and share premium account 

 31-Dec-08 30-Sep-07 
 £ £ 
(a) Authorised   
   
39,130,819 ordinary shares of £0.02555556 each 1,000,010 1,000,010 

 

On 22 June 2006, the Company’s 10 preference shares were converted to 17,889 ordinary £1 shares. 

On 22 June 2006 the nominal value of the ordinary share capital was reduced from £1 per share to 

£0.02555556 per share and a share split was undertaken whereby for every one share held, shareholders 

received a further 3,813,043 £0.02555556 ordinary shares. 

(b) Allotted equity share capital and share premium 

Premium 

  

 

Equity share capital 

Allotted and fully paid 

Share 

Premium 

 No. £’000 £’000 
Ordinary shares of £0.02555556    
    
At 1 October 2006 9,400,000 240 5,504 
    
- January 2007 private placement 4,000,000 102 19,898 
- June 2007 private placement  2,388,806 61 13,077 
- August 2007 private placement  3,789,925 97 23,590 
Brokerage, legal and professional fees + expenses - - (2,650) 
 -------------- ---------- ---------- 
At 30 September 2007 19,578,731 500 59,419 
    
- March 2008 public issue 6,666,667 170 49,830 
Brokerage, legal and professional fees + expenses - - (2,848) 
 -------------- ---------- ---------- 
At 31 December 2008 26,245,398 670 106,401 
 ======== ======== ======== 

 



 

21. Cash flows utilised in operating activities 

 31-Dec-08 30-Sep-07 
 £’000 £’000 
   
Loss for the period before tax (50,930) (1,333) 
Adjustments for:   
Depletion, depreciation and amortisation 202 64 
Finance revenues (2,510) (887) 
Exploration write offs 28,653  
Share option expense 2,139 581 
Exchange rate loss / (gain) 17,319 (149) 
Finance costs 16 380 
 ---------- ---------- 
Operating cash flow prior to working capital (5,111) (1,344) 

Increase in trade and other receivables (638) (1,210) 
Increase in other current assets (84) (34) 
Increase in trade and other payables (192) 3,780 
 ---------- ---------- 
Net cash (outflow)/inflow from operating activities (6,025) 1,192 
 ======== ======== 

 

22. Contingent liabilities 

Licence P236 Block 211/18a 

During 2006, the Group acquired certain interests in UKCS Petroleum Production Licence P236 Block 

211/18a. In the event that the Group, within three years of the completion date, disposes of their interest in 

Don Southwest field, the Company will have to pay a further consideration of up to £800,000. 

 

23. Related party transactions 

The only related party transactions in the period were payments made to companies where either current or 

previous directors held an interest. These transactions are disclosed in the Directors’ Remuneration Report. 

 

24. Capital Commitments 

At 31st December 2008, the Group have outstanding capital commitments on the following: 

 West Don and Don Southwest field developments amounting to £9 million net and £48 million net 
respectively. 

 Causeway - Dunlin Topsides FEED and Riser Study - £96,000 net. 

 Crawford – Feasibility & Shut Down Tie-Ins Study - £457,000 net 

 Crawford - Host Modifications pre FEED - £48,000 net. 

Following the Balance Sheet date, the Group has entered into an offshore site survey program amounting to 

an estimated cost of £1,060,000 net. 

 



 

25. Operating Lease 

Operating lease arrangements 

The Group as lessee 

 31-Dec-08 30-Sep-07 
 £’000 £’000 
   
Minimum lease payments under operating leases 

recognised as an expense in the year 
98 46 

 ======== ======== 

 

At the balance sheet date, the Group had outstanding commitments for future minimum lease payments 

under non-cancellable operating leases, which fall due as follows: 

 31-Dec-08 30-Sep-07 
 £’000 £’000 
   
Within one year 106 53 
In the second to fifth years inclusive 124 159 
After five years - - 
 ---------- ---------- 
 230 212 
 ======== ======== 

 

Operating lease payments represent rentals payable by the Group for its office properties. Leases are 

negotiated for an average term of four years and rentals are fixed for an average of four years. 

 

26. Share based payments 

Equity-settled share option scheme 

The Company has a share option scheme for all employees of the Group. Options are exercisable at a price 

equal to the market price of the Company’s shares on the date of grant. The vesting period pre IPO was two 

years except in 2006 where 200,000 options granted to Royal Bank Project Investments Ltd were granted 

with no vesting period.  Post IPO, all vesting periods are three years. If the options remain unexercised after 

a period of ten years from the date of grant the options expire. Options are forfeited if the employee leaves 

the Group during the vesting period. Details of the share options outstanding during the year are as follows: 

 30 September 2007 31 December 2008 
     
 Number 

of share 

options 

Weighted 

average 

exercise 

price (in £) 

Number 

of share 

options 

Weighted 

average 

exercise 

price (in £) 

Outstanding at beginning of period 920,000 - 1,938,000 3.86 
Granted during the period 1,018,000 5.09 1,894,000 5.09 

     Outstanding at the end of the period 1,938,000 3.86 3,832,000 6.45 
     



 

Exercisable at the end of the period 200,000 2.50 1,175,000 3.00 
     
      

No share options have been exercised during the period. 

The options outstanding at 31 December 2008 had a weighted average exercise price of £5.14, and a 

weighted average remaining contractual life of 8.66 years. 

In the period ended 31 December 2008, options were granted on 1 October 2007, 8 October 2007, 23 

October 2007, 5 November  2007, 15 November 2007, 11 December  2007, 7 February 2008, 11 February 

2008, 23 June 2008, 1 July 2008, 28 July 2008, 1 August 2008 and 16 December 2008. The aggregate of the 

estimated fair values of the options granted on those dates is £4.04million. 

In the period ended 30 September 2007, options were granted on 3 November 2006, 21 November 2006, 1 

March 2007, 1 April 2007, 23 April 2007, 13 June 2007 and 17 July 2007. The aggregate of the estimated fair 

values of the options granted on those dates is £1.454 million. 

The fair value of the options granted, prior to AIM listing in March 2008, has been estimated using the Black-

Scholes Model, based on the market price at the date of grant and exercise price set out above.  Expected 

volatility of 43% was determined by reference to the historical volatility of a listed peer group of companies 

of similar size to the Company.  The expected life used in the model is two years based on management’s 

best estimate, for the effects of non-transferability, exercise restrictions, and behavioural considerations. 

The fair value of the options granted, post AIM listing in March 2008, has been estimated using the Black-

Scholes Model, based on the market price at the date of grant and exercise price set out above.  Expected 

volatility of 43%, to August 2008, was determined by reference to the historical volatility of a listed peer 

group of companies of similar size to the Company. Expected volatility of 60%, at December 2008, was 

determined by reference to the average of the 90-day Company volatility and the volatility of the 90-day 

“S&P 500” index.  The expected life used in the model is three years for the effects of non-transferability, 

exercise restrictions, and behavioural considerations. 

The Group recognised total expenses of £2,139,000 related to equity-settled share-based payment 

transactions in 2008 (2007: £581,000), which have been charged to the ESOP reserve within equity . 

 

27. Post balance sheet events 

25th UKCS Licensing Round 

The Group was provisionally awarded eight UKCS Seaward Licences from DECC in November 2008. Seven of 

these licences are currently in the process of execution with DECC, with one other outstanding. 

Currently in process: 

P1629 (Block 30/18b inc. Viola prospect) 

P1632 (Blocks 211/8c, 211/13c inc. Tybalt prospect) 

P1635 (Block 211/28b, inc. Katherine prospect) 



 

P1679 (Block 210/25b, inc. Portia prospect) 

P1680 (Blocks 210/29c, 210/30b) 

P1631 (Block 204/18b, inc. Handcross prospect) 

P1597 (Blocks 206/5b, 207/1b) 

Outstanding: 

P1647 (Blocks 9/21b, 9/26, 9/27b) 

 

P212 / P296 Acquisition from Dana Petroleum (E&P) Ltd 

On 3 March 2009, Valiant Exploration Limited announced that it had signed a sale and purchase agreement 

to acquire from Dana Petroleum (E&P) Limited its 50% stake in Licence P212, Block 211/8a (All) and Licence 

P296 Block 211/13a (rest of Block including Penguin Field, excluding Penguin West and Penguin East) which 

contain the Banquo and Helena undeveloped discoveries. Completion of the transaction is subject to various 

conditions and consents, including relevant governmental approvals which have now been received. Valiant 

Exploration Limited is currently operator on both Licences and following completion will own 100% of 

the blocks. 

Acquisition of Nor Energy (UK) Limited 

On 12 March 2009, the Company signed a letter of intent to enter into a sale and purchase agreement with 

Nor Energy AS (“Nos AS”) to acquire Nor Energy (UK) Limited ("Nor UK"), including a 10.5% interest 

in Licence P201, Block 211/22a SE and Licence P1383, Block 211/23d containing the Causeway field. The 

Company has agreed to discharge a $3 million loan between Nor UK and Nor AS at completion of the Nor UK 

acquisition and to pay a further $2 million deferred, contingent consideration after the Causeway field has 

achieved first oil. As part of the transaction the Company will immediately acquire potential UK tax 

losses estimated to be $20 million which it anticipates will be able to offset against future profit 

from production across its portfolio. Following completion of the transaction, the Group will hold a 24.5% 

equity stake in the Causeway field. 

Mezzanine Debt Revision 

Following 31 December 2008, the Group has reached an interim agreement with the Bank of Scotland 

(subject only to documentation) over the repayment terms of the loan as discussed in the Financial Review 

section of the Business Review. The result of such negotiations has deferred the trigger on FDP approval 

from 30 September 2009 to 30 June 2010. In order to secure this revised terms, the Group will make 

payment of $US 10 million in April 2009, with a further $US 10 million in 2Q 2010. 


