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Strategy & Introduction  

The Group is pleased to announce its financial results for 2009, a year that was transformational 
for the Company following the commencement of production from the West Don Field in April 
2009 closely followed by the Don SW Field in July 2009 located in the Northern North Sea. 

Despite the challenging economic environment, the Group has delivered substantially against its 
targets for the year. With assets now spanning the lifecycle from production, through 
development and into exploration, the Company has achieved its initial objective of becoming a 
full -cycle exploration and production business focussed ÉÎ ÔÈÅ .ÏÒÔÈÅÒÎ .ÏÒÔÈ 3ÅÁȢ  4ÈÅ 'ÒÏÕÐȭÓ 
asset base, combined with a strong financial position and a highly qualified team of people, 
provides an exciting platform to deliver material growth in the years ahead. The Company is 
very excited by the prospects for 2010, and beyond, as the Group moves its other developments 
towards production, and drill s several high impact exploration wells. 

Group strategy is to build a significant North Sea focussed exploration and production business 
wi th an emphasis on exploration. In order to achieve this goal, the Company seeks to participate 
in a number of short-to-medium term developments as well as a continuous exploration 
programme targeting a range of risk and reward profiles. It is known that the average discovery 
size has been falling; however, the opportunity exists to build a material and profitable business 
through rapid commercialisation of sucÈ ÄÉÓÃÏÖÅÒÉÅÓȢ )Ô ÉÓ ÁÌÓÏ ÔÈÅ #ÏÍÐÁÎÙȭÓ opinion that there 
remains potential in overlooked or new plays in the mature and the frontier areas of the region.  
The Group looks forward to the first exploration well of the 2010 campaign which is expected to 
commence drilling in April.  The Tybalt exploration well will be operated by the Group and if 
successful will significantly enhance the development of the nearby operated Banquo and Helena 
discoveries. 

The Group operates much of its exploration assets and is progressively moving towards being a 
production operator. With the recent announcement that the Group has taken over the 
Operatorship of the Causeway field, first steps have been taken towards being a fully fledged 
production Operator in the North Sea.  

The North Sea remains a relatively expensive operating environment and companies working in 
the basin need to have a well capitalised balance sheet. The Company is delighted that we have a 
very strong and loyal shareholder base gained through several fund raisings in recent years, 
most recently in September ςππωȢ 4ÈÅ #ÏÍÐÁÎÙȭÓ view of the near term economic environment 
for the industry is that service costs are as low as they will be in the current cycle and this is 
therefore an excellent time to be securing assets and services ahead of possible future tightening 
and increased competitiveness.  

The Company has a philosophy that superior technical and commercial skills will lead to success 
in the longer term. The Company has therefore built, and will continue to build, a team that is 
highly experienced and motivated. The Board of Directors would like to take this opportunity to 
thank the team for their hard work and dedication throughout the year. 



Valiant Petroleum plc 

 

Highlights & Objectives 

3 

 

 

Highlights  - 2009  

Ɇ &ÉÒÓÔ ÏÉÌ ÁÃÈÉÅÖÅÄ ÉÎ !ÐÒÉÌ ςππω ÆÒÏÍ 7ÅÓÔ $ÏÎ ɉ6ÁÌÉÁÎÔȟ ρχȢςχυϷɊ ÁÎÄ *ÕÌÙ ςππω ÆÒÏÍ $ÏÎ 
Southwest (Valiant 40.0%) 

Ɇ 4×Ï ÓÕÃÃÅÓÓÆÕÌ ÁÐÐÒÁÉÓÁÌ ×ÅÌÌÓ ÏÎ $ÏÎ 3ÏÕÔÈ×ÅÓÔ ÉÎÔÏ ÔÈÅ Ȭ(ȭ 0ÁÎÅÌ ÁÎÄ ÔÈÅ (ÏÒÓÔ ÂÌÏÃË 

Ɇ #ÏÍÐÌÅÔÉÏÎ ÏÆ ÁÃÑÕÉÓÉÔÉÏÎ Ïf an additional 10.5% stake in the Causeway field and the remaining 
50% stake in the Banquo & Helena undeveloped discoveries 

Ɇ .ÅÔ ÐÒÏÄÕÃÔÉÏÎ ÄÕÒÉÎÇ ÔÈÅ ÙÅÁÒ ÏÆ χωτȢυ ÔÈÏÕÓÁÎÄ ÂÁÒÒÅÌÓ ɉȰÍÂÂÌÓȱɊ of oil 

Ɇ Proved plus probable reserves of 27.0 million barrels  ÏÆ ÏÉÌ ÅÑÕÉÖÁÌÅÎÔ ɉȰÍÍÂÏÅȱɊ (2008: 26.2 
mmboe) and best estimate contingent resources of 29.2 mmboe at 31 December 2009 (2008: 
28.9 mmboe), a total of 56.2 mmboe (2008: 55.1 mmboe) representing a 2% increase from 2008 

Ɇ 2ÅÖÅÎÕÅÓ ÏÆ 53Α 53.4 million representing 751.9 mbbls of oil sold during 2009 at an average 
realised sales price of US$ 71.0 per barrel 

Ɇ 0ÒÏÆÉÔ before tax for the period of US$ 10.5 million (2008: US$ 96.4 million loss) and profit after 
tax for the period of US$ 15.8 million (2008: US$ 59.7 million loss) 

Ɇ 9ÅÁÒ ÅÎÄ ςππω ÃÁÓÈ ÂÁÌÁÎÃÅ ÏÆ 53Α 112.2 million (2008: US$ 73.0 million), net debt of US$ 82.8 
million (2008: US$ 60.3 million)  

Ɇ 3ÕÃÃÅÓÓÆÕÌ ÅÑÕÉÔÙ ÒÁÉÓÅ ÔÏÔÁÌÌÉÎÇ GBP 66.5 million (US$ 109.0 million) (gross) through the 
placement of 12,547,170 shares at a price of 530p/share to fund 2010 development and 
exploration programme 

Ɇ !ÐÐÏÉÎÔÍÅÎÔ ÏÆ +ÅÖÉÎ ,ÙÏÎ ÁÓ #ÈÁÉÒÍÁÎ ÏÎ ς *ÕÎÅ ςππω ÁÎÄ $ÁÖÉÄ "ÌÁÃË×ÏÏÄ #"% ÁÓ ÎÏÎ-
executive director as of 11 August 2009 

 

 

Objectives  ɀ 2010  

Ɇ #ÏÍÐÌÅÔÅ ÓÅÃÏÎÄ ÐÈase of the development of the Don Southwest and West Don fields 
ɉÔÏÇÅÔÈÅÒ ÔÈÅ Ȱ$ÏÎ &ÉÅÌÄÓȱɊ and continue to progress step-out exploration and appraisal 
opportunities in -and-around the Don Fields 

Ɇ 3ÅÅË ÔÏ ÄÒÉÌÌ at least two material exploration wells in the GroupȭÓ ÃÕÒÒÅÎÔ ÐÏÒÔÆÏÌÉÏ 

Ɇ 3ÕÂÍÉÔ #ÒÁ×ÆÏÒÄ &ÉÅÌÄ $ÅÖÅÌÏÐÍÅÎÔ 0ÌÁÎ  

Ɇ #ÏÍÐÌÅÔÅ reassignment of operatorship of Causeway field and submit revised Field 
Development Plan  

Ɇ "ÕÉÌÄ ÏÎ the GroupȭÓ ÓÔÒÏÎÇ ÁÃÒÅÁÇÅ ÐÏÓÉÔÉÏÎ ÔÈÒÏÕÇÈ ÐÁÒÔÉÃÉÐÁÔÉÏÎ ÉÎ ÔÈÅ ςφth UK Offshore 
Licensing Round 

Ɇ 0ÕÒÓÕÅ ÁÃÑÕÉÓÉÔÉÏÎ ÁÎÄ ÃÏÎÓÏÌÉÄÁÔÉÏÎ ÏÐÐÏÒÔÕÎÉÔÉÅÓ 
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7Å ÁÒÅ ÐÌÅÁÓÅÄ ÔÏ ÁÎÎÏÕÎÃÅ ÔÈÅ 'ÒÏÕÐȭÓ ÆÉÎÁÎÃÉÁÌ ÒÅÓÕÌÔÓ ÆÏÒ ςππωȟ Á ÔÒÁÎÓÆÏÒÍÁÔÉÏÎÁÌ ÙÅÁÒ ÆÏÒ 
the Group following first oil from our Don Fieldsȭ development project. 

The Group has delivered substantially against its targets for 2009 and is on the cusp of fulfilling 
its medium-term goal of becoming a full-cycle exploration and production business. The year 
ahead will be a pivotal one for the Group as we seek to build on our success in 2009 through 
increasing production levels and exposing our stakeholders to the potential upside in our wider 
portfolio.  

 

Production Assets  

Following a flurry of onshore and offshore activity during the first quarter of 2009, including 
continuous drilling from two semi-submersible drilling rigs, on 29 April 2009 the Group 
announced that first oil had been achieved from the first production well on the West Don field 
(Valiant, 17.275%) located in Blocks 211/18a West Don Area and 211/13b (Licence P236 and 
P1200 respectively). The second West Don production well was completed and brought on 
stream followed shortly thereafter by the commissioning of water injection on the field. Gas-lift 
was also completed on the field during the period. 

Gross production from West Don during 2009 totalled 1,887.6 mbbls (326.1 net), slightly below 
original estimates due to a combination of commissioning and weather-related delays and well 
under-performance. Outlook for production from the field remains positive under a revised 
ȬÆÌÁÔÔÅÒ-for-ÌÏÎÇÅÒȭ ÐÒÏÆÉÌÅ ÇÉÖÅÎ ÔÈÅ ÏÂÓÅÒÖÅÄ ÒÅÓÐÏÎÓÅ ÏÆ ÔÈÅ ÒÅÓÅÒÖÏÉÒ ÔÏ ×ÁÔÅÒ ÉÎÊÅÃÔÉÏÎ ÁÎÄ 
gas-lift during the second half of 2009. A third production well in the south of the field to boost 
production rates and, potentially ultimate recoverable reserves, is currently in the process of 
being considered by the field partners for drilling during 2010. 

The Don Southwest field (Valiant, 40.0%), Block 211/18a (UKCS Licence P236) also saw a 
substantial  amount of activity during 2009 including the achievement of  first oil from the field 
on 1 July 2009 and two successful in-field appraisal wells during the year. 

Gross production from Don Southwest during 2009 totalled 1,171.1 mbbls (468.4 net), also 
below original estimates due to a combination of commissioning and weather-related delays as 
well as the requirement to side-track the Area 22 well in the south of the field. Production from 
the northern Area 5 compartment was ahead of expectations on a stand-alone basis and the 
introduction of water injection into this area of the field during the first half of 2010 has begun to 
provide pressure support to the reservoir, which is anticipated to boost production from this 
well. 
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Following a rig intervention on the Area 22 production well  at the end of 2009, the decision was 
made by the partnership to side-track to the south of the current location away from the main 
fault zone to ensure maximum productivity from the well. While substantial operational 
problems were encountered during the side-track operation, production from the well was 
achieved on 5th March 2010 reaching initial flow rates equivalent to over 15,000 barrels of oil 
per day. 

During 2009, the Group was also able to announce two successful appraisal wells on Don 
Southwest in the newly identified Horst bÌÏÃË ÓÅÃÔÉÏÎ ÉÎ ÔÈÅ ÎÏÒÔÈ ÏÆ ÔÈÅ ÆÉÅÌÄ ÁÎÄ ÔÈÅ Ȭ(ȭ 0ÁÎÅÌ ÉÎ 
the south of the field. The Horst is a structural high between Areas 5 and 6 and has excellent 
ÒÅÓÅÒÖÏÉÒ ÑÕÁÌÉÔÙ ×ÉÔÈ ÈÉÇÈ ÏÉÌ ÓÁÔÕÒÁÔÉÏÎÓȢ 4ÈÅ ÓÅÃÏÎÄ ÁÐÐÒÁÉÓÁÌ ×ÅÌÌ ÄÒÉÌÌÅÄ ÉÎÔÏ ÔÈÅ Ȭ(ȭ 0ÁÎÅÌ 
encountered a 60 foot oil column in the upper Brent formation, extending the boundary of the 
field further to the south.  

During 2010, Don Southwest will continue to be a key area of activity for the Group as the second 
phase of the field development commences targeting the development of the Horst panel in the 
north of the field with a production and water injection well pair. This drilling activity will utilis e 
the John Shaw semi-submersible drilling rig following its release from quayside maintenance in 
Q2 2010. Up to two further Don Southwest in-field appraisal targets are also being considered by 
the field partners.  
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Development Assets  

Given the continued challenging financial environment in 2009 which dominated the attention of 
investors and corporatÉÏÎÓ ÁÌÉËÅȟ ÐÒÏÇÒÅÓÓ ÏÎ ÔÈÅ 'ÒÏÕÐȭÓ ÏÔÈÅÒ development assets proceeded 
at a slower pace then had been originally anticipated. Given ÔÈÅ #ÏÍÐÁÎÙȭÓ ÖÉÅ× ÔÈÁÔ ÔÈÅ ÏÕÔÌÏÏË 
for 2010 is more robust, we are confident that a number of these projects will push forward 
towards a final investment decision during the year. 

In August 2009, Antrim Energy (N.I.) Limited, operator of the Causeway field announced that 
work was continuing with the Dunlin platform operator to incorporate significant cost and time 
savings into the subsea completion and tie-in. During 2009, the operator focused on modifying 
ÉÔÓ ÏÒÉÇÉÎÁÌ &ÉÅÌÄ $ÅÖÅÌÏÐÍÅÎÔ 0ÌÁÎ ɉȰ&$0ȱɊ ÔÏ ÁÌÌÏ× ÔÈÅ #ÁÕÓÅ×ÁÙ ÐÒÏÄÕÃÔÉÏÎ ÔÏ ÔÉÅ-into existing 
subsea facilities adjacent to the Dunlin platform. This decision could provide significant cost 
savings. In addition, the Group also announced that it had completed its acquisition of Nor 
Energy (UK) Limited, increasing its stake in Causeway to 24.5% (from 14%).  

On 4th March 2010 the Company announced that it had signed a Conditional Letter Agreement 
to acquire Antrim Causeway (N.I.) Limited, a wholly owned subsidiary of Antrim Resources (NI) 
Limited, a subsidiary of Antrim Energy Inc, whose main asset is a 30.0% working interest in the 
Causeway field. Completion of the acquisition is subject to various conditions precedent and 
regulatory consents, including full sanction of the Field Development Plan ("FDP") by the field 
partners and the Department of Energy and Climate Change ("DECC"). Following completion of 
the transaction, Valiant will hold a 54.50% stake in the Causeway Field. 

It is ÔÈÅ 'ÒÏÕÐȭÓ intention to continue to progress the work done to date by Antrim and finalise a 
revised FDP for submission to DECC during 1H 2010 in order to begin pursuing the first phase of 
the Causeway development to access oil volumes from the East Causeway area.  

$ÕÒÉÎÇ ςππωȟ &ÁÉÒÆÉÅÌÄ !ÃÅÒ ,ÉÍÉÔÅÄ ɉȰ&ÁÉÒÆÉÅÌÄȱɊȟ ÏÐÅÒÁÔÏÒ ÏÆ ÔÈÅ #ÒÁ×ÆÏÒÄ ÆÉÅÌÄ ɉ6ÁÌÉÁÎÔȟ ςωȢπϷɊȟ 
continued its work to finalise the FDP. During this process, Fairfield and the other joint partners 
also began to investigate alternative development solutions to reduce the overall cost of the 
project which has resulted in the identification of a number of other conceptual options. The 
partners have recently begun further detailed studies into a number of these development 
concepts including the potential to utilise a jack-up unit to conduct both drilling and production 
operations and multi-lateral well completions instead of hydraulic fracturing. Finalisation of the 
development plan is anticipated shortly, followed by submission of a FDP by mid-2010. 
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Exploration & Appraisal Assets  

The GroupȭÓ ÐÈÉÌÏÓÏÐÈÙ ÔÏ×ÁÒÄÓ ÅØÐÌÏÒÁÔÉÏÎ ÒÅÍÁÉÎÓ ÔÈÅ ÓÁÍÅ ɀ namely to retain a meaningful 
position in mature prospects and to focus on opportunities in our defined core areas where the 
Group has a better understanding of the subsurface risks.  

During 2009, the Group took advantage of the lower service cost environment and completed 
site surveys over four of its main prospects: Banquo, Handcross, Tybalt and Viola. This was done 
to ensure the prospects were drill-ready and able to move forward to drilling in the short-to-
medium term. 

Looking forward into 2010, the Company recently announced that it had contracted the Diamond 
Offshore Ocean Nomad semi-submersible drilling rig for the Group operated Tybalt (Valiant 
100.0%) prospect located in Quad 211. If successful, Tybalt would support commercialisation of 
a joint development with the nearby undeveloped Banquo and Helena fields (Valiant 100.0%) 
giving the Group its first operated major development. 

Valiant has also issued a Letter of Intent for an agreement to contract a rig slot to drill its large, 
Central North Sea Viola prospect during the 3Q 2010. 

Negotiations continue with prospective partners to enter into farm-in agreements for both these 
drill prospects. 

 

Reserves & Resources 

The Group is pleased to update its reserves position following its 2009 year-end audit. 

 

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

 Proved + Probable 
Reserves (2P) 

Best Estimate 
Contingent Resources 

(2C) 

2P + 2C 

As at 31 Dec 2008 26.2 28.9 55.1 

Production in Period (0.8) - (0.8) 

Additions/Revisions 1.6 0.3 1.9 

As at 31 Dec 2009 27.0 29.2 56.2 

 

The figures in the table include the completed transactions with Dana Acquisition and NOR 
Acquisition which both completed in 1H 2009. 
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An independent reserves evaluation is conducted by RPS Energy, an independent consultancy 
specialising in petroleum reservoir evaluation and economic analysis. Except for the provision of 
professional services on a fee basis, RPS Energy does not have a commercial arrangement with 
any person or company involved in the interests that are the subject of the reserve report. 

 

Financial Results  

The Group made a profit before tax of US$ 10.5 million and profit after tax during 2009 of US$ 
15.8 ÍÉÌÌÉÏÎ ÆÏÌÌÏ×ÉÎÇ ÔÈÅ ÃÏÍÍÅÎÃÅÍÅÎÔ ÏÆ ÐÒÏÄÕÃÔÉÏÎ ÆÒÏÍ ÔÈÅ $ÏÎ &ÉÅÌÄÓȢ 4ÈÅ 'ÒÏÕÐȭÓ 
financial position was further enhanced by an equity fundraising which took place in October 
2009 to raise US$ 109.0 million (GBP 66.5 million) (gross) in order to support the ongoing 
capital program including further development on the Don Fields and a number of near term 
ÅØÐÌÏÒÁÔÉÏÎ ×ÅÌÌÓȢ 4ÈÅ 'ÒÏÕÐȭÓ ÌÅÎÄÉÎÇ ÂÁÎËÓ ÈÁÖÅ ÃÏÎÔÉÎÕÅÄ ÔÏ ÂÅ ÅØÔÒÅÍÅÌÙ ÓÕÐÐÏÒÔÉÖÅ ÄÕÒÉÎÇ 
the year and availability under the 'ÒÏÕÐȭÓ ÓÅÎÉÏÒ ÄÅÂÔ ÆÁÃÉÌÉÔÙ ÒÅÍÁÉÎÓ particularly strong. 
During 2009, the proposed restructuring of the mezzanine loan failed to be executed following 
objections raised by the senior lenders, but an alternative solution which includes the part-
repayment of funds and the removal of a number of field-specific covenants has been agreed by 
the mezzanine lender and senior lenders and is in the process of being executed. Further details 
can be found in the Financial Review.  

As at 31 December 2009, the Group had US$ 195.0 million of gross debt (including offsetting 
finance fees and the mezzanine redemption premium) and US$ 112.2 million of cash-on-hand 
leaving it in a net debt position of US$ 82.8 million. The Group is forecast to remain fully financed 
through its committed capital program during 2010 through a combination of cash flow from the 
Don Fields, cash-on-hand and undrawn bank debt. 

 

Board, Staff & Corporate Governance  

!Ó ×ÉÔÈ ÍÏÓÔ ÃÏÍÐÁÎÉÅÓȟ ÔÈÅ ËÅÙ ÔÏ ÔÈÅ 'ÒÏÕÐȭÓ ÌÏÎÇ ÔÅÒm 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 2009 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. In a step towards this commitment, during 2009 the Board announced the 
appointment of David Blackwood CBE as a non-executive director. The Board welcomes David 
and looks forward to benefiting from his wealth of upstream oil industry experience gained 
during a career which has spanned 34 years, the majority of which was spent in various global 
roles at BP plc including the past six years during which he led BP's upstream business in the UK 
and Norway. 

During 2009, Gordon Stollery announced his intention to step-down as Chairman and was 
replaced by Kevin Lyon on 2nd June 2009. Kevin Lyon has served as a Director since 1 October 
2007. 

-Ò 3ÔÏÌÌÅÒÙȭÓ ÉÎÐÕÔ ÈÁÓ ÂÅÅÎ ÉÎÖÁÌÕÁÂÌÅ ÔÏ ÔÈÅ 'ÒÏÕÐ ÏÖÅÒ ÔÈÅ ÌÁÓÔ ÆÏÕÒ ÙÅÁÒÓ ÆÒÏÍ ÉÔs initial 
phases of fund raising through to our successful AIM admission and he has remained as a Non-
Executive Director. 
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Mr Lyon qualified as a Chartered Accountant in 1985 and after two years in merchant banking, 
joined the private equity and venture capital business, 3i plc, in 1988. While with 3i, Kevin built 
and developed several successful investment teams across the UK and led transactions in a wide 
range of sectors, many leading to profitable exits or successful stock exchange listings. He left in 
2004 to build a portfolio of non-executive interests and is currently Chairman of Mono Global 
Group Limited, an infrastructure support services to the telecoms sector and of Wyndeham 
Press Group Limited, a printing and communications group; Deputy Chairman of RBG Limited, 
the leading provider to the oil industry of fabric maintenance and construction support and a 
Non-executive Director of health and fitness club operator David Lloyd. Kevin was a non-
executive director of Booker plc, a wholesale cash and carry business, when it listed on AIM in 
June 2007 and was formerly Chairman of the Audit Committee and the Remuneration Committee 
for the Company. 

 

Business Outlook  

As we look forward into 2010, the challenges we have set for ourselves are designed to build on 
our success in delivering first oil from the Don Fields in 2009 and continue to mature our 
business into a full cycle exploration and production business. Through our planned substantial 
investment programme in the coming year, we remain focused on developing the full potential of 
the Greater Don Area as well as diversifying our portfolio through incremental developments 
and, potentially, acquisitions.  

As part of the desire to continue to grow the business, the Group will look to expand its operating 
capabilities. The Group will apply a lessons learned philosophy, in its capacity as a non operator 
ÔÏ ÔÈÅ $ÏÎÓȭ ÄÅÖÅÌÏÐÍÅÎÔȟ ÔÏ ÁÃÈÉÅÖÅ ÔÈÉÓ ÏÂÊÅÃÔÉÖÅ. In this way, we hope to build a long term 
business which can achieve long term success. 

With the current medium-term outlook for oil prices more stable than last year, the Group has 
become increasingly confident in beginning to commit to new projects which will come on-
stream in the next few years. As anticipated last year, we have also seen increasingly 
encouraging signs of the realignment of services costs which, we believe, will help push forward 
smaller North Sea developments in the coming year. 

 

 

 

 

Kevin Lyon     Peter Buchanan  
Chairman      Chief Executive 
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Strategy 

4ÈÅ 'ÒÏÕÐȭÓ ÓÔÒÁÔÅÇÙ ÉÓ ÔÏ ÃÒÅÁÔÅ Á full -cycle exploration and production company with a focus on 
the UK Continental Shelf. The Group is concentrated on building a diverse and balanced portfolio 
of assets within its targeted core areas of the Northern North Sea, West of Shetland and the 
Central North Sea. Shareholder value will be delivered through both organic growth in reserves 
and production over time and through the drill bit. In order to achieve this goal, the Company 
seeks to participate in a number of short-to-medium term developments as well as a continuous 
exploration programme targeting a range of risk and reward profiles. 

The Company operates much of its exploration assets and are progressively moving towards 
being a production operator. Whilst undoubtedly a mature area, the Company sees significant 
production and exploration opportunities in the North Sea for well capitalised and resourced 
companies. 

The Company has a philosophy that superior technical and commercial skills will lead to success 
in the longer term. We have therefore built, and continue to build, a team that is highly 
experienced and motivated. Our people combine a strong technical expertise with a financial and 
transactional knowledge gained in a number of companies and jurisdictions. 

In addition to the macro risks across the oil industry, including geological risks and commodity 
ÐÒÉÃÅ ÒÉÓËȟ ÔÈÅ ËÅÙ ÒÉÓËÓ ÔÏ ÔÈÅ 'ÒÏÕÐȭÓ ÁÂÉÌÉÔÙ ÔÏ ÄÅÌÉÖÅÒ ÏÎ ÉÔÓ ÏÒÇÁÎÉÃ ÇÒÏ×ÔÈ ÓÔÒÁÔÅÇÙ ÉÎÃÌÕÄÅ 
failing to meet licence obligations, limited access to capital and commodity prices rendering 
projects uneconomic. 
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Development Asset Portfolio  

 

Asset: West Don 

Licence/Block: P236 (211/18a West Don Area) & P1200 (211/13b to which the Group is not 
party)  
Equity Stake: 26.880% Licence, 17.275% unitised West Don field 
Remaining 2P Reserves at 31 December 2009 = 3.4 mmbbls (net) 
 
2009 Highlights: 
Ɇ $ÒÉÌÌÅÄ ÁÎÄ ÃÏÍÐÌÅÔÅÄ ÏÆ Ô×Ï ÐÒÏÄÕÃÔÉÏÎ ×ÅÌÌÓ ÁÎÄ ÏÎÅ ×ÁÔÅÒ ÉÎÊÅÃÔÉÏÎ ×ÅÌÌ 
Ɇ Commissioning of the Northern Producer Floating Production Unit 
Ɇ &ÉÒÓÔ ÏÉÌ ÁÃÈÉÅÖÅÄ ÏÎ ςψ !ÐÒÉÌ ςππω  
Ɇ Produced 1.9 mmbbls (gross) by year end 2009 
 
2010 Activity Plan: 
Ɇ #ÏÍÍÉÓÓÉÏÎ 4ÈÉÓÔÌÅ ÐÌÁÔÆÏÒÍ ÏÉÌ ÅØÐÏÒÔ ÒÏÕÔÅ 
Ɇ Agree phase two development program with field partners   
 

Asset: Don Southwest 

Licence/Block: P236 (211/18a Don Southwest Area) 
Equity Stake: 40.000% 
Remaining 2P Reserves at 31 December 2009 = 14.0 mmbbls (net) 
 
2009 Highlights: 
Ɇ $ÒÉÌÌÅÄ ÁÎÄ ÃÏÍÐÌÅÔÅÄ Ô×Ï ÐÒÏÄÕÃÔÉÏÎ ×ÅÌÌÓ ÁÎÄ Ô×Ï ×ÁÔÅÒ ÉÎÊÅÃÔÉÏÎ ×ÅÌÌÓ  
Ɇ Commissioning of the Northern Producer Floating Production Unit 
Ɇ $ÉÓÃÏÖÅÒÙ ÏÆ ÔÈÅ Ȭ(ÏÒÓÔȭ ÂÌÏÃË ÌÏÃÁÔÅÄ between Area 5 and Area 6 in the north of the field 
Ɇ $ÉÓÃÏÖÅÒÙ ÏÆ ÔÈÅ Ȭ(ȭ 0ÁÎÅÌ ÌÏÃÁÔÅÄ ÉÎ ÔÈÅ ÓÏÕÔÈ ÏÆ ÔÈÅ ÆÉÅÌÄ 
Ɇ "ÅÇÕÎ ÓÉÄÅ-track operations on the Area 22 well in the south of the field to ensure maximum 
productivity from the well  
 
2010 Activity Plan: 
Ɇ #ÏÍÐÌÅÔÅ ÓÉÄÅ-track of Area 22 well and commence production operations 
Ɇ #ÏÍÍÉÓÓÉÏÎ ÁÎÄ ÃÏÍÍÅÎÃÅ ×ÁÔÅÒ ÉÎÊÅÃÔÉÏÎ ÉÎÔÏ !ÒÅÁ υ ÁÎÄ !ÒÅÁ ςς ȬÃÏÍÐÁÒÔÍÅÎÔÓȭ 
Ɇ %ØÅÃÕÔÅ ÐÈÁÓÅ Ô×Ï ÏÆ ÔÈÅ $ÏÎ 3ÏÕÔÈ×ÅÓÔ ÄÅÖÅÌÏÐÍÅÎÔ ÉÎÃÌÕÄÉÎÇ ÄÅÖÅÌÏÐÍÅÎÔ ÏÆ ÔÈÅ Ȭ(ÏÒÓÔȭ 
block 
Ɇ Consider drill ing up to two further appraisal wells into neighbouring 'compartments' 
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Asset: Crawford  

Licence/Block: P209 (9/28a Rest of Block including Crawford field) 
Equity Stake: 29.000% 
Remaining 2P Reserves at 31 December 2009 (net): 6.9 mmbbls, 6.8 bcf 
Remaining Contingent Resources (net): 0.3 mmbbls, 1.1 bcf 
 
2009 Highlights: 
Ɇ $ÅÔÁÉÌÅÄ ÄÅÖÅÌÏÐÍÅÎÔ ÓÃÒÅÅÎÉÎÇ  
Ɇ 0ÒÅÐÁÒÅÄ &ÉÅÌÄ $ÅÖÅÌÏÐÍÅÎÔ 0ÌÁÎ ÆÏÒ ÓÕÂÍÉÓÓÉÏÎ 
Ɇ )ÎÖÅÓÔÉÇÁÔÅÄ Álternative development solutions 
 
2010 Activity Plan: 
Ɇ &ÉÎÁÌÉÓÅ ÁÎÄ ÁÇÒÅÅ ÄÅvelopment solution with joint venture partners which includes multi-
lateral well patterns instead of single borehole wells with fractures 
Ɇ &ÉÎÁÌÉÓÅ ÁÎÄ ÓÕÂÍÉÔ &ÉÅÌÄ $ÅÖÅÌÏÐÍÅÎÔ 0ÌÁÎ 
Ɇ #ÏÍÍÅÎÃÅ ÄÅÖÅÌÏÐÍÅÎÔ ÏÆ ÔÈÅ ÆÉÅÌÄ ×ÉÔÈ Á ÖÉÅ× ÔÏ ÁÃÈÉÅÖÉÎÇ ÆÉÒÓÔ ÏÉÌ ÉÎ 2011 
  

Asset: Causeway 

Licence/Block: P201 & P1383 (211/22a South East Area; 211/23d) 
Equity Stake: 24.500% 
Remaining 2P Reserves at 31 December 2009 (net): 1.6 mmbbls 
 
2009 Highlights: 
Ɇ -ÏÄÉÆÉÃÁÔÉÏÎ ÔÏ ÏÒÉÇÉÎÁÌ &ÉÅÌÄ $ÅÖÅÌÏÐÍÅÎÔ 0ÌÁÎ ÔÏ ÒÅ-route production via existing subsea 
facilities to provide significant cost savings  
 
2010 Activity Plan:  
Ɇ Complete transfer Operatorship of the field to Valiant 
Ɇ &ÉÎÁÌÉÓÅ and submit updated Field Development Plan 
Ɇ #ÏÍÍÅÎÃÅ ÄÅÖÅÌÏÐÍÅÎÔ ÏÆ ÔÈÅ ÆÉÅÌÄ ×ÉÔÈ Á ÖÉÅ× ÔÏ Áchieving first oil in 2011 
  

Asset: Banquo 

Licence/Block: P212 (211/8a All)  
Equity Stake: 100% (Operator)  
Contingent Resources at 31 December 2009 (net): 15.0 mmbbls & 33.0 bcf 
 
2009 Highlights: 
Ɇ Completed acquisition of 50% interest from Dana Petroleum (E&P) Limited 
Ɇ 3ÈÏÔ ÓÅÁÂÅÄ ÓÉÇÈÔ ÓÕÒÖÅÙ 
Ɇ #ÏÍÍÅÎÃÅÄ ÃÏÎÃÅÐÔÕÁÌ ÄÅÓÉÇÎ ÓÃÅÎÁÒÉÏÓ 
 
2010 Activity Plan 
Ɇ 3ÅÅË ÓÔÒÁÔÅÇÉÃ ÐÁÒÔÎÅÒÓ ÔÏ ÐÁÒÔÉÃÉÐÁÔÅ ÉÎ ÔÈÅ ÁÐÐÒÁÉÓÁÌ ÁÎÄ ÄÅÖÅÌÏÐÍÅÎÔ ÏÆ ÄÉÓÃÏÖÅÒÉÅÓ ÉÎ ÔÈÅ 
area 
Ɇ 0ÒÅÐÁÒÅ ÆÏÒ Á ÐÏÔÅÎÔÉÁÌ ÁÐÐÒÁÉÓÁÌ ×ÅÌÌ ÄÕÒÉÎÇ ςπρρ 
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Asset: Helena 

Licence/Block: P296 (211/13a Rest of Block including Penguin Field excluding Penguin West 
and Penguin East) 
Equity Stake: 100% (Operator)  
Contingent Resources at 31 December 2009 (net): 5.0 mmbbls & 11.0 bcf 
 
2009 Highlights: 
Ɇ Completed acquisition of 50% interest from Dana Petroleum (E&P) Limited 
Ɇ #ÏÍÍÅÎÃÅÄ ÃÏÎÃÅÐÔÕÁÌ ÄÅÓÉÇÎ ÓÃÅÎÁÒÉÏÓ 
 
2010 Activity Plan 
Ɇ 3ÅÅË ÓÔÒÁÔÅÇÉÃ ÐÁÒÔÎÅÒÓ ÔÏ ÐÁÒÔÉÃÉÐÁÔÅ ÉÎ ÔÈÅ ÁÐÐÒÁÉÓÁÌ ÁÎÄ ÄÅÖÅÌÏÐÍÅÎÔ ÏÆ ÄÉÓÃÏÖÅÒÉÅÓ ÉÎ ÔÈÅ 
area 
Ɇ 0ÒÅÐÁÒÅ ÆÏÒ Á ÐÏÔÅÎÔÉÁÌ ÁÐÐÒÁÉÓÁÌ well during 2011 
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Exploration & Appraisal Asset Portfolio  
(all prospective resources within this section are internal Company estimates) 

 

!ÓÓÅÔȡ $ÏÎ 3ÏÕÔÈ×ÅÓÔ ȬH 0ÁÎÅÌȭ 

Licence/Block: P236 (211/18a Don Southwest Area) 
Equity Stake: 40.000% 
P50 Prospective Resources at 31 December 2009 (net): 4.8 mmbbls 
 
Description: 
Directly adjacent to the main Don Southwest oil field is a terraced Brent fault block known as the 
Ȭ( Panelȭ which was discovered during 2009 as a sidetrack to the Area 22 water injection well. 
 
Forward Work Program: 
Appraise the southern end of the panel with a well to confirm extent of the accumulation.  
 

!ÓÓÅÔȡ $ÏÎ 3ÏÕÔÈ×ÅÓÔ ȬE 0ÁÎÅÌȭ 

Licence/Block: P236 (211/18a Don Southwest Area) 
Equity Stake: 40.000% 
P50 Prospective Resources at 31 December 2009 (net): 14.0 mmbbls 
 
Description: 
Directly adjacent to the main Don Southwest oil field are a number of terraced Brent fault blocks 
which may, in fact, be part of the main-field. Valiant has high graded ÔÈÅ Ȭ% 0ÁÎÅÌȭ as being the 
main target for near term exploration. 
 
Forward Work Program: 
Prepare for potential exploration well in 2010 or 2011.  
 

Asset: Tybalt Prospect  

Licence/Block: P1632 (211/8c, 211/13c) 
Equity Stake: 100% (Operator)  
P50 Prospective Resources at 31 December 2009 (net): 36.2 mmbbl & 56.8 bcf 
 
Description: 
Tybalt is an Upper Jurassic Magnus sandstone prospect which has four way dip closure, further 
enhanced by a stratigraphic pinch-out. The Magnus stratigraphic trap aspect of the prospect is 
analogous to the West Penguin Field 5 km to the south. 
 
Forward Work Program: 
The Tybalt prospect will be drilled during 2Q 2010 using the Diamond Ocean Nomad semi-
submersible drilling rig.  
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Asset: Handcross Prospect 

Licence/Block: P1631 (204/18b)  
Equity Stake: 50.000% (operator) 
P50 Prospective Resources as at 31 December 2009 (net): 70.7 mmbbl 
 
Description: 
The Handcross prospect is a large stratigraphic trap at T36 Sand Palaeocene level. The prospect 
is located 15 km northwest of the large, producing Foinaven and Schiehallion fields, two km west 
of the Suilven field and 10 km to the southwest of the Tornado discovery in the West of Shetland 
basin. The prospect also benefits from an electromagnetic survey acquired in 2007 with an 
anomaly coinciding with the anticipated trap limit. 
 
Forward Work Program: 
Following a seabed site survey shot during 2009, identify  a strategic partner in order to drill an 
exploration well in 2011. 4ÈÅ 'ÒÏÕÐȭÓ ÌÉÃÅÎÃe on the block is subject to a commitment well which 
must be drilled by 2013. 
 

Asset: Viola North & South Prospect 

Licence/Block: P1629 (30/18b)  
Equity Stake: 100% (Operator)  
Viola North P50 Prospective Resources as at 31 December 2009 (net): 88.7 mmbbl and 132.0 bcf 
Viola South P50 Prospective Resources as at 31 December 2009 (net): 62.6 mmbbl and 93.5 bcf 
 
Description: 
The Viola prospect is made up of both a North and South terrace separated by a faulted graben 
which was created by the movement of underlying salt. Reinterpretation of the seismic over the 
prospect indicates that the 30/18-4 well drilled in 1987, based on 2D seismic data, missed the 
Fulmar seismic package which is interpreted to be faulted out at the well location.   
 
Forward Work Program: 
A contract has been signed by the Group for a rig slot to drill an exploration well on Viola in 3Q 
2010. 
 

Asset: Katherine Prospect  

Licence/Block: P1635 (211/28b) 
Equity Stake: 100.000% (operator) 
P50 Prospective Resources as at 31 December 2009 (net): 22.2 mmbbl 
 
Description: 
The Katherine prospect is a Brent tilted fault block located between the Brent and Hutton Oil 
Fields.  The prospect lies up-dip of the 211/28-6 well which encountered mobile oil in the upper 
Brent reservoir and has been taken as the prospect oil-water contact. 
 
Forward Work Program: 
Work towards an exploration well in 2011. The GroupȭÓ ÌÉÃÅÎÃe on the block is subject to a 
commitment well which must be drilled by 2013. 
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Asset: Ariel Prospect  

Licence/Block: P1455 (211/ 17) 
Equity Stake: 50.000% 
P50 Prospective Resources as at 31 December 2009 (net): 7.0 mmbbl 
 
Description: 
The Ariel prospect is a Brent tilted fault block adjacent to the West Don Field. The partnership is 
currently reviewing the options for drilling Ariel as a vertical well or a sidetrack from a third 
producer well on West Don. 
 
Forward Work Program: 
Work towards this exploration well in 2011. 4ÈÅ 'ÒÏÕÐȭÓ ÌÉÃÅÎÃe on the block is subject to a 
commitment well which must be drilled by 2011. 
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Financial Review  

 

Income Statement  

The Group income statement shows a net profit before tax of US$ 10.5 million, and profit after 
tax of US$ 15.8 million for the period ending 31 December 20πω ÆÏÌÌÏ×ÉÎÇ ÔÈÅ 'ÒÏÕÐȭÓ revenues 
of US$ 53.4 million from the Don Fields. In addition to revenues recorded from the Don Fields, 
ÔÈÅ 'ÒÏÕÐȭÓ ÎÅÔ ÐÒÏÆÉÔ ÆÉÇÕÒÅ ×ÁÓ ÁÌÓÏ ÐÏÓÉÔÉÖÅÌÙ ÉÍÐÁÃÔÅÄ ÂÙ Á 53$ 3.8 million foreign exchange 
gain on its GBP cash holdings and a positive deferred tax movement of US$ 5.3 million booked in 
respect of past tax losses and additional losses made available via the acquisition of NOR Energy 
(UK) Limited. 

4ÈÅ 'ÒÏÕÐȭÓ ÔÏÔÁÌ cost of sales figure of US$ 33.3 million includes operating costs of US$ 17.1 
million, and depreciation, depletion and amortisation of US$ 19.1 million, offset by a positive 
inventory movement of US$ 2.9 million . Financing costs also include the unwinding of the 
discount on the Don FieldȭÓ ÄÅÃÏÍÍÉÓÓÉÏÎÉÎÇ ÐÒÏÖÉÓÉÏÎȢ 

Net administrative expenses of US$ 8.4 million (2008: US$ 10.4 million) consist of corporate 
G&A together with expenditures incurred on new business and M&A opportunities. General 
business expenses in respect of staff costs, office overheads and other administration are 
ÁÂÓÏÒÂÅÄ ×ÉÔÈÉÎ ÔÈÅ 'ÒÏÕÐȭÓ assets and operating activities, where they are directly attributable. 
Corporate G&A includes ÔÈÅ ÆÁÉÒ ÖÁÌÕÅ ÃÈÁÒÇÅ ÕÎÄÅÒ )&23ς Ȱ3ÈÁÒÅ "ÁÓÅÄ 0ÁÙÍÅÎÔÓȱ relating to 
ÔÈÅ 'ÒÏÕÐȭÓ ÓÈÁÒÅ ÓÃÈÅÍÅÓ of US$ 2.4 million  (2008: US$ 4.0 million)  which is a non cash item. 

Following first production from the Don Fields during 2009, the Group now charges all interest 
costs associated with its debt financing through the Income Statement. This has led to a 
significant increase in net interest costs of US$ 4.5 million in the Income Statement, compared to 
the previous year where all amounts were capitalised.  
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Financing  

During the year the Group increased its utilis ation to US$ 149.2 million under its US$ 200 million 
senior debt facility representing an increased drawing of US$ 54.2 million from 2008. The bank 
facility was specifically designed for the purpose of development expenditure for the Don Fields 
and includes a US$ 20 million cost overrun facility which was not utilised as at 31 December 
2009. Subsequent to the balance sheet date, as part of the mezzanine facility restructuring 
agreement (see below) commitments under the current US$ 20 million Tranche B cost overrun 
facility will be replaced and Bank of Scotland will increase its commitment under Tranche A of 
the senior debt by US$ 20 million, thus increasing the base senior debt to US$ 200 million, 
availability of which is subject to cover ratios. 

The Group has enjoyed strong support from its banking syndicate and continued support is 
important for the ongoing development of the business. The Group believes that it will have 
sufficient capital resources to fund its continued obligations in relation to the Don Fieldsȭ 
development through a combination of undrawn debt facilities, cash on hand and cash flow 
generated from current oil production. Subsequent to the balance sheet date, the Group has re-
determined with the senior lenders the available amount under its existing debt facilities to US$ 
173.5 million as at 1 January 2010. Based on current production profiles and oil prices 
determined by the lending bank group, the Group will be able to meet its current debt repayment 
schedule. 

As at 31 December 2009 there was US$ 40.7 million (2008: US$ 39.1 million) drawn outstanding 
(excluding any redemption premium) under the US$ 45.0 million mezzanine loan facility with 
the Bank of Scotland. Following detailed post year-end discussions, both with the Bank of 
Scotland and senior lenders, an agreement has now been reached under the mezzanine facility as 
follows: 

Ɇ 4ÈÅ 'ÒÏÕÐ is to repay an estimated US$ 25.0 million, including accrued interest and the 
redemption premium effective at the repayment date. 

Ɇ 4ÈÅ ÏÕÔÓÔÁÎÄÉÎÇ ÂÁÌÁÎce on the mezzanine facility (estimated US$ 20.4 million ) will 
remain in place under its existing term and security package with a margin of 12% p.a. 
over LIBOR. There will be no redemption premium. 

Ɇ 4ÈÅ ÃÕÒÒÅÎÔ ÃÏÖÅÎÁÎÔ ÐÁÃËÁÇÅ ÒÅÌÁÔÉÎÇ ÔÏ ÔÈÅ #ÁÕÓÅ×ÁÙ ÁÓÓÅÔ will be replaced with more 
ÔÒÁÄÉÔÉÏÎÁÌ ȬÂÏÒÒÏ×ÉÎÇ ÂÁÓÅȭ ÓÔÙÌÅ ÃÏÖÅÎÁÎÔÓȠ ÁÎÄ 

In September 2009, the Group announced a successful equity placing totalling US$ 109.0 million  
(GBP 66.5 million) (gross of expenses) via the placement of 12,547,170 ordinary shares at 530p 
per share. The funds raised will allow the Group to complete its committed work programme for 
2010 while maintaining operational and financial flexibility point forward. 

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. 
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Balance Sheet 

Following the commencement of oil production from the Don Fields, the Group has switched its 
functional and presentation currency from Sterling to US Dollars with effect from 1 January 
2009. Prior period balance sheets are restated at the foreign exchange rate ruling at the relevant 
balance sheet date. This results in material translation adjustments within the consolidated 
statement of changes in equity. The balance sheet at 31 December 2008 was converted at the 
exchange rate on that date of GBP £1: US$ 1.4378. 

The Group ended the year with significant cash deposits of US$ 112.2 million (2008: US$ 73.0 
million) reflecting the proceeds from the recent equity placing and cash flow from the Don 
FieldÓȢ 4ÈÅ 'ÒÏÕÐȭÓ ÉÎÃÒÅÁÓÅ ÉÎ ÙÅÁÒ-end gross debt levels to US$ 195.0 million (2008: US$ 133.3 
million) reflect dr awings on its debt facilities to fund the significant expenditure on the Don 
Fields during 2009. This has left the Group in a net debt position of US$ 82.8 million (excluding 
offsetting facility fees of US$ 3.0 million  on the senior facility). The debt level on both facilities 
includes an element of accrued interest and the mezzanine debt level on the balance sheet also 
includes the redemption premium (US$ 4.1 million), as accrued at the balance sheet date. 

4ÈÅ 'ÒÏÕÐȭÓ ÎÏÎ-current assets increased substantially during the year to US$ 367.3 million 
(2008: US$ 197.9 million) predominately reflecting the significant investment in property, plant 
and equipment in the Don Fields during the year. 

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 full  future earning potential of the assets. As a conclusion, the directors are 
satisfied that the estimated economic value of the assets at the balance sheet date is not less than 
the aggregate amount at which they are stated. 
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Ethical Standard s 

 

Our people  

We have continued to recruit and retain some of the best employees in our market which has 
contributed to our success thus far. To achieve our long-term strategies, we will continue take an 
active approach to identifying and attracting the skills and expertise the business needs. The 
Group is an equal opportunities employer and all staff is offered equal access to training, career 
development and promotion opportunities. 

 

Environment, Health and Safety  

The GroupȭÓ EH&S policy was updated in April 2008: 

ȰValiant Petroleum plc will conduct its operations in a responsible manner that protects the 
health and safety of employees, contractors and the public and minimises the impact on the 
environment. 

To accomplish this, our EH&S commitments are to: 

 Ensure compliance with all applicable legislation and standards 

 Ensure an effective management organisation is in place and all personnel and contractors 
are aware of their health, safety and environmental responsibilities 

 Create a safe and healthy working environment 

 Identify, evaluate and control the risks and impacts associated with its activities 

 Monitor, evaluate and report health and safety, and environmental performance 

 Seek to achieve continuous improvement in health, safety and environmental performance 

 Provide all necessary resources to fully support this Policyȱ 

4ÈÅ ÍÁÎÁÇÅÍÅÎÔ ÈÁÓ ÃÏÎÓÉÄÅÒÅÄ ÔÈÅ ÒÉÓËÓ ÔÏ ÔÈÅ #ÏÍÐÁÎÙȭÓ ÖÁÌÕÅ ×ÈÉÃÈ ÍÁÙ ÁÒÉÓÅ ÆÒÏÍ ÓÏÃÉÁÌȟ 
environmental and ethical issues and in particular Environment, Health and Safety (EH&S) risks 
are taken very seriously. In 2008 the Company developed an EH&S Management system which is 
subject to periodic update and the Board is updated on EH&S matters and compliance with this 
policy.  
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Business Management System 

During 2008 the Company developed its Business Management System, including Environment, 
Health and Safety Management processes which improve its approach to measuring and 
ÍÁÎÁÇÉÎÇ ÔÈÅ ÒÉÓËÓ ÉÎÈÅÒÅÎÔ ÉÎ ÔÈÅ ÏÉÌ ÁÎÄ ÇÁÓ ÉÎÄÕÓÔÒÙȢ  4ÈÅ #ÏÍÐÁÎÙȭÓ -ÁÎÁÇÅÍÅÎÔ 0ÒÏÃÅÓÓÅÓ 
are subject to annual review and is currently being expanded due to the growth in operational 
activities. 

 

Social Responsibility  

The Company understands the need to balance its duties to shareholders with responsibility to 
the wider community. The Company has therefore restricted its charitable activities in light of 
the current challenging economic climate and management will continue to review the risks and 
assess the benefits arising from social and ethical factors as the Company evolves. 

 

Staff Health  

The Company provides a healthy working environment for staff including the provision of 
healthcare and regular occupational health/workspace ergonomic assessments.  
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Board of Directors  

Kevin Lyon, Non-Executive Chairman 

Kevin qualified as a Chartered Accountant in 1985 and after two years in merchant banking, 
joined the private equity and venture capital business, 3i plc, in 1988. While with 3i, Kevin built 
and developed several successful investment teams across the UK and led transactions in a wide 
range of sectors, many leading to profitable exits or successful stock exchange listings. He left in 
2004 to build a portfolio of non-executive interests and is currently Chairman of Mono Global 
Group Limited, an infrastructure support services to the telecoms sector and of Wyndeham 
Press Group Limited, a printing and communications group; Deputy Chairman of RBG Limited, 
the leading provider to the oil industry of fabric maintenance and construction support and a 
Non-executive Director of health and fitness club operator David Lloyd. Kevin was a non-
executive director of Booker plc, a wholesale cash and carry business, when it listed on AIM in 
June 2007 and was formerly Chairman of the Audit Committee and the Remuneration Committee 
for Valiant plc. 

 

David Blackwood, Non-Executive Director  

In a 35 year career in Oil and  Gas, Dave worked in a variety of roles with Schlumberger in the 
North Sea, Oman and Kuwait, followed by subsequent roles within BP Exploration which 
included Business Unit Leader positions in the North Sea and Alaska, and worldwide Technology 
Vice President for Projects and Engineering. In August 2000, Dave became Business Unit Leader 
ÆÏÒ "0ȭÓ 'ÕÌÆ ÏÆ -ÅØÉÃÏ $ÅÅÐ×ÁÔÅÒ $ÅÖÅÌÏÐÍÅÎÔÓ ÂÅÆÏÒÅ ÔÁËÉÎÇ ÕÐ ÔÈÅ ÐÏÓÉÔÉÏÎ ÁÓ ÈÅÁÄ ÏÆ "0ȭÓ 
North Sea business in July 2003. He retired from BP in 2009. He was previously on the Board of 
the UK Offshore Operators Association (UKOOA), and on PILOT, the Government ɀ Industry 
forum established to sustain a competitive UK Oil and Gas industry. In addition he was the first 
joint Chairman of Oil & Gas UK, the new representative body for the UK offshore oil and gas 
industry. In 2006, he was awarded the CBE for his contribution to the UK oil and gas industry. 
Dave is Chairman of the Remuneration Committee. 

 

Michael Bonte-Friedheim, Non-Executive Director  

Michael is an investment banker by background and has spent most of his career in banking 
working with clients in the energy sector.  Up to August 2006 he was a managing director in the 
Energy & Power Team at Goldman Sachs International Limited. Michael is currently the Non-
Executive Chairman of Mediterranean Oil and Gas plc, a UK AIM-listed stock focused on E&P 
opportunities in and around the Mediterranean, and co-CEO of NextEnergy Capital SaRL, a 
merchant bank focused on the European renewable energy sector. Michael is Chairman of the 
Audit Committee. 

 

Gordon Stollery, Non-Executive Director  

Gordon is Chairman of AGS Capital Corp. and has over 30 years of experience founding and 
managing energy companies.  The latest of which was Highpine Oil & Gas Limited.  Prior to 
Highpine, Gordon was Chairman of Northstar Energy Corporation from 1997 to 1998 and Chief 
Executive Officer of Morrison Petroleum Limited from 1980 to 1997.  Gordon also either founded 
or cofounded OGY Petroleum Limited, Storm Energy Limited, Canadian Gas Gathering Systems 
Inc. and Ballistic Energy Limited. 
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Peter Buchanan, Chief Executive 

Peter has had a career spanning 18 years in the oil industry. After a Shell sponsored MSc at 
Imperial College, Peter completed a PhD in structural geology with BP. This was followed by 
various senior technical and managerial roles with companies such as CogniSeis Development 
(now Paradigm Geophysical Limited,) Oil Search Limited and Premier Oil plc. Much of this time 
was spent in South East Asia (including Papua New Guinea and Myanmar) where he was 
involved in several significant oil and gas discoveries. Immediately prior to founding the 
Company in 2004, Peter spent five years as a Director on the oil & gas team at The Royal Bank of 
Scotland with specific responsibility for North Sea structured finance and was involved in 
several hundred million pounds of debt, mezzanine and equity financings to independent oil and 
gas companies  

 

Steve Edgley, Finance Director  

Steve has spent 20 years in commercial and investment banking predominantly within the 
hydrocarbon sector. In 1995, Steve joined The Royal Bank of Scotland as Head of Oil and Gas, 
Structured and Project Finance. During this time the bank became one of the leading global oil 
and gas banks. In 2003, Steve moved to Caledonia Oil and Gas Limited as Finance Director. 
Caledonia was a private independent oil and gas company focused on the UK Southern North 
Sea. In November 2005, Caledonia was sold to E.ON Ruhrgas UK Holdings Limited for £470 
million.  

 

Sandy Shaw, Director and General Counsel 

Sandy has hands-on experience with over 30 years in the oil and gas industry, through senior 
positions held amongst executive teams while acting as group legal counsel and commercial 
director for a number of companies including Consort Resources, LASMO, Esso Petroleum, 
Marathon Oil and Mobil. She has extensive oil and gas M&A experience and has handled 
numerous material private equity subscriptions and led a £200 million trade sale through to 
final negotiations. She has worked as a consultant to several oil and gas companies and to two 
UK law firms.  Sandy was a founder of the Company and served as a Non-Executive Director for 
four years before joining the Company full time in August 2008. 

 

 

 

 



Valiant Petroleum plc 

 

 

Directorsô Report 

 

24 

 

The directors present their annual report on the affairs of the Group, together with the financial 
statements and auditors' report, for the year ended 31 December 2009. 

Principal activities  

The principal activities of the Group are oil and gas exploration and development in the North Sea. 
The subsidiary and associated undertakings principally affecting performance or net assets of the 
Group in the year are listed in note 15 to the consolidated financial statements. 

Business review  

The Group is required by the Companies Act to set out in this report a fair review of the business 
of the Group during the financial year ended 31 December 2009 and a description of the principal 
risks and uncertainties facing the Group. The information that fulfils the requirement can be found 
within the Chairman and the Chief ExecutiÖÅȭÓ ÒÅÖÉÅ× ÁÎÄ ÔÈÅ Financial Review section of the 
Business Review.  

 

Principal  business risks  

As a participant in the upstream oil and gas industry, the Group encounters and has to manage 
several business risks of varying degrees. In addition to those risks discussed in the Chairman and 
ÔÈÅ #ÈÉÅÆ %ØÅÃÕÔÉÖÅȭÓ 2eview and the Business Review, such risks include: 

 Operational risk 
 Reservoir and reserves risk 
 Competitive environment 
 Changes to the regulatory environment 
 Changes to the taxation system 
 Failure by joint venture parties to fund their obligations 
 Failure by contractors to carry out their duties 
 Retention of key business relationships 
 Ability to exploit successful discoveries 
 Cost overruns or significant delays in the commercialisation of fields 
 Ongoing access to sources of development funding 

These risks are considered typical for an upstream group of the GroupȭÓ size and stage of 
development and the Directors continue to monitor these specific risks faced by the Group. 

The Company has assembled a highly experienced team combining strong technical expertise with 
financial and transactional knowledge of the oil and gas sector gained in various companies and 
ÊÕÒÉÓÄÉÃÔÉÏÎÓ ÉÎ ÏÒÄÅÒ ÔÏ ÍÁÎÁÇÅ ÔÈÅÓÅ ÒÉÓËÓȢ 4ÈÅ 'ÒÏÕÐȭÓ ÓÔÒÁÔÅÇÙ ÔÏ ÍÁÎÁÇÉÎÇ ÔÈÅÓÅ ÒÉÓËÓ ÉÎÃÌÕÄes 
building and maintaining a portfolio of assets; focusing on delivering production and maintaining 
financial and operational flexibility. 
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Financing & Going Concern basis  

As at 31 December 2009, the Group had gross debt of US$ 195.0 million  (2008: US$ 133.3 million) 
split between its drawn senior debt of US$ 150.2 mil lion (2008: US$ 94.9 million) and mezzanine 
debt of US$ 44.8 million  (2008: US$ 38.3 million). Additionally, the Group had cash-on-hand of 
US$ 112.2 million (2008: US$ 73.0 million) leaving it in a net debt position of US$ 82.8 million 
(2008: US$ 60.3 million). TÈÅ 'ÒÏÕÐȭÓ ÎÅÔ ÄÅÂÔ ÐÏÓÉÔÉÏÎ has increased during the year due to 
funding requirements associated with development of the Don Fields.  

The gross debt figure of US$ 195.0 million incl udes the mezzanine redemption premium of US$ 
4.1 million, accrued separately in the balance sheet, but excludes an offset in respect of fees paid of 
US $ 3.0 million (2008: US$ 3.6 million) to give a long-term loans balance sheet figure of US$ 187.9 
millio n. 

The Group has continued to enjoy the support of its banking group which remains important for 
the overall funding of the business and, in particular, the development of the Don Fields. This is 
discussed previously in the Financing section of the Business Review. 

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 audited oil reserves 
carried by the Group which are inherently uncertain. The Group will continue to monitor oil 
production and prices with a view to prudently protecting its downside oil price risk in relation to 
ÉÔÓ ÄÅÂÔ ÂÕÒÄÅÎȢ 4ÈÅ 'ÒÏÕÐȭÓ ÆÏÒÅÃÁÓÔÓ ÁÎÄ ÐÒÏÊÅÃÔÉÏÎÓȟ ÔÁËÉÎÇ ÁÃÃÏÕÎÔ ÏÆ ÒÅÁÓÏÎÁÂÌÙ ÐÏÓÓÉÂÌÅ 
delays in production rates, prices and other key assumptions, show that the Group should be able 
to operate within the level of its existing facilitiesȢ 4ÈÅ ÒÅÖÉÓÉÏÎÓ ÔÏ ÔÈÅ 'ÒÏÕÐȭÓ ÄÅÂÔ ÆÁÃÉÌÉÔÉÅÓ 
currently being agreed, described in the Financing section of the Business Review, provide 
additional certainty and flexibility to the Group. 

After making enquiries, the directors have reached a judgement, at the time of approving these 
results, 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 these annual results. 
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Key Performance Indicators (KPIs)  

 
 Revenue per boe (barrel of oil equivalent) produced = US$ 67.2 
 Net administrative expenses per boe produced = US$ 10.9 
 Operating cost per boe produced ɀ not calculated 
 Effective realised price (ERP) per boe produced ɀ not calculated 
 Reserves replacement ɀ not calculated 

 
KPIs involving operating costs are currently not calculated due to an initial  lack of consistency and 
uniform ity in period expenditures. It is anticipated that such expenditures will subsequently be 
more closely related to production volumes; at which time these KPIs will be measured and 
calculated accordingly. 
 

Results and Dividends  

The 'ÒÏÕÐȭÓ profit for the year after taxation amounted to US$ 15.8 million  (2008: US$ 59.7 
million loss). The directors have not recommended a dividend. 

Dividend policy  

The Board anticipates that cash resources will be used for reinvestment and will not be 
distributed until the Company has an appropriate level of distributable profits. The declaration 
and payment by the Company of any dividends and the amount thereof will depend on the results 
of the CompanyȭÓ ÏÐÅÒÁÔÉÏÎÓȟ ÉÔÓ ÆÉÎÁÎÃÉÁÌ ÐÏÓÉÔÉÏÎȟ ÃÁÓÈ ÒÅÑÕÉÒÅÍÅÎÔÓȟ ÐÒÏÓÐÅÃÔÓȟ ÐÒÏÆÉÔÓ ÁÖÁÉÌÁÂÌÅ 
for distribution and other factors deemed to be relevant at the time. 

Capital structure  

Details of the authorised and issued share capital, together with details of the movements in the 
company's issued share capital during the year are shown in note 23. The company has one class 
of ordinary shares which carry no right to fixed income.  Each share carries the right to one vote at 
general meetings of the company. The percentage of the issued nominal value of the ordinary 
shares is 100% of the total issued nominal value of all share capital. 

There are no specific restrictions on the size of a holding nor on the transfer of shares, which are 
both governed by the general provisions of the Articles of Association and prevailing legislation.  
The directors are not aware of any agreements between holders of the company's shares that may 
result in restrictions on the transfer of securities or on voting rights.  

No person has any special rights of control over the company's share capital and all issued shares 
are fully paid. 

With regard to the appointment and replacement of directors, the company is governed by its 
Articles of Association, the Companies Acts and related legislation. The Articles themselves may be 
amended by special resolution of the shareholders.  

The company has chosen to apply the revised legislation from the 2006 Companies Act and 
removed the requirement for an Authorised Share Capital. 
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Incentive scheme 

The Company operates a share option-based incentive scheme, the purpose of which is to provide 
an incentive to employees to achieve the long term objectives of the company. This scheme is 
administered by the Remuneration Committee. The number of options granted to an Option 
holder and the exercise price thereof are determined at the time of grant, subject to any 
limitations imposed by the scheme, or a relevant regulatory authority. 

On the 14th of December 2009 the Company approved a Long-Term Incentive Plan. Rights under 
the plan are personal to each participant and participation is at the discretion of the 
Remuneration Committee. No such awards were granted in 2009. 

 

Events post-Balance Sheet Date 

Significant events which occurred following the Balance Sheet date are detailed in note 30 of the 
consolidated financial statements. 

 

Directors  

The directors, who served throughout the year and subsequently, except as noted, were as follows: 

Dr PG Buchanan 
Mr K Lyon (Chairman from 2 June 2009) 
Mrs SND Shaw 
Mr SN Edgley 
Mr AG Stollery  
Mr M Bonte-Friedheim  
Mr D Blackwood (appointed 11 August 2009) 
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$ÉÒÅÃÔÏÒÓȭ ÉÎÔÅÒÅÓÔÓ 

The directors who held office at 31 December 2009 had the following interests in the shares of the Company: 

 

Name of director  Ordinary shares of £0.02555556 e ach 
  
Dr PG Buchanan 3,334,863 
Mr AG Stollery 521,234 
Mrs SND Shaw 358,695 
Mr SN Edgley 26,000 
Mr M Bonte-Friedheim  15,000 
Mr K Lyon 15,000 
Mr D Blackwood - 
 ------------------ 
 4,270,792 
 ============ 

 

$ÉÒÅÃÔÏÒÓȭ ÉÎÄÅÍÎÉÔÉÅÓ 

The Company has made qualifying third party indemnity provisions for the benefit of its directors 
which were made during the year and remain in force at the date of this report. 

Supplier payment policy  

The CompanyȭÓ ÐÏÌÉÃÙȟ ×ÈÉÃÈ ÉÓ ÁÌÓÏ ÁÐÐÌÉÅÄ ÂÙ ÔÈÅ Group, is to settle supplier invoices within 30 
days of date of invoice. The Company may, by exception, pay individual suppliers on different 
terms. 

Trade creditors of the Group at 31 December 2009 were $US 620k (2008: $US 13,371k). These 
represented 26 creditor days (2008: 26 days). 

Charit able and political contributions  

The Company has made neither material charitable nor any political contribution to any source. 
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Substantial shareholdings  

On 23rd March 2010, the Company had been notified of the following interests in the ordinary share 
capital of the Company. 

 
Name of holder  Number  Percentage 

   AXA Investment Managers 4,482,204 11.35 
JPMorgan Asset Management 4,288,318 10.86 
Directors 3,749,558 9.49 
Investec Asset Management 2,805,950 7.10 
Black Rock 2,476,473 6.27 
Artemis Investment Management 2,040,172 5.17 
Och Ziff Capital Management 1,901,800 4.81 
Stark North Sea 1,700,000 4.30 

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

Total Substantial shareholdings  23,444,475  59.35 
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Auditors  

Each of the persons who are a director at the date of approval of this annual report confirms that: 

 ̧ so far as the director is aware, there is no relevant audit information of which the 
Company's auditors are unaware; and 

 ̧ the director has taken all the steps that he/she ought to have taken as a director in order to 
make him/her  aware of any relevant audit information and to establish that the Company's 
auditors are aware of that information. 

This confirmation is given and should be interpreted in accordance with the provisions of s418 of 
the Companies Act 2006. 

Deloitte LLP has been appointed as auditors during the year and has expressed their willingness to 
continue in office as auditors and a resolution to reappoint them will be proposed at the 
forthcoming Annual General Meeting. 

 

Registered Office:   Signed by order of the directors 
8th Floor 
Albion House 
Chertsey Road 
Woking 
SURREY GU21 6BD    
 

Mr GJ Milne 
   Company Secretary 
    

30th March 2010 
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The Company is committed to maintaining high standards of corporate governance. Whilst not 
required to comply with the UK Combined Code on Corporate Governance, the directors have 
nonetheless chosen to provide a selected number of disclosures which they believe may be 
useful to readers and potential investors. 

The Board ÈÁÓ ÒÅÓÐÏÎÓÉÂÉÌÉÔÙ ÆÏÒ ÅÓÔÁÂÌÉÓÈÉÎÇ ÁÎÄ ÍÁÉÎÔÁÉÎÉÎÇ ÔÈÅ 'ÒÏÕÐȭÓ ÓÙÓÔÅÍ ÏÆ ÉÎÔÅÒÎÁÌ 
controls and reviewing its effectiveness. The procedures which include inter alia financial, 
operational and compliance matters and risk management are reviewed on an ongoing basis. 
The Board has approved the annual budget. Performance against budget is monitored and 
reported to the Board. The internal control system can only provide reasonable and not absolute 
assurance against material misstatement or loss. 

The Board meets monthly throughout the year and as issues arise which require Board 
attention. During the period, the Board comprised of the Non-Executive Chairman, three Non-
Executive Directors and three Executive Directors. Within this number (of Non Executive 
Directors) Mr D Blackwood, joined as a non executive director with effect from11th August 2009. 
"ÒÉÅÆ ÂÉÏÇÒÁÐÈÉÅÓ ×ÉÔÈÉÎ Ȱ"ÏÁÒÄ -ÅÍÂÅÒÓ ÁÎÄ $ÅÓÃÒÉÐÔÉÏÎÓȱ ÄÅÍÏÎÓÔÒÁÔÅ Á ÒÁÎÇÅ ÏÆ ÒÅÌÅÖÁÎÔ 
experience at a senior level. 

The Board has a formal schedule of matters specifically referred to it for decision. In addition to 
these formal matters required by the Companies Act(s) to be set before the board of directors, 
the Board will also consider strategy and policy, acquisition and divestment proposals, approval 
of major capital investments, risk management policy, significant financing matters and 
statutory shareholder reporting. During the period, all Board meetings were attended by board 
members in office at the time of the Board meetings. To enable the Board to discharge its duties, 
all Directors receive appropriate and timely information and the Chairman ensures that the 
Directors take independent professional advice as required. Appropriate training is available 
where necessary. 

The Company does not consider it necessary at the current time to establish a Nominations 
Committee but will keep this situation under review along with the potential appointment of a 
further Non-executive Director. If necessary, the Non-executive Directors may take independent 
professional advice ÁÔ ÔÈÅ #ÏÍÐÁÎÙȭÓ ÅØÐÅÎÓÅȢ 

The Board has delegated specific responsibilities to the committees described below: 

 

The Remuneration Committee 

The Remuneration Committee comprises Mr DJ Blackwood (Chairman), Mr K Lyon, Mr M Bonte-
Friedheim and Mr AG Stollery. The Committee met three times during the period. The 
Remuneration Committee will be responsible for determining and agreeing with the Board the 
framework for the remuneration of the Executive Directors and such other members of the 
Senior Management as it will be designated to consider. It will be responsible for determining 
the individual remuneration packages including, where appropriate, bonuses, incentive 
payments and share options. The remuneration of the Non-Executive Directors will be set by the 
Board. No Director may participate in any meeting at which discussion or any decision regarding 
his own remuneration takes place. The Remuneration Committee will also administer the 
#ÏÍÐÁÎÙȭÓ ÓÈÁÒÅ ÏÐÔÉÏÎ ÓÃÈÅÍÅÓȢ 
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The Audit Committee 

The Audit Committee comprises Mr M Bonte-Friedheim (Chairman), Mr AG Stollery and Mr K 
Lyon. The Committee met twice during the year. It is responsible for ensuring that the financial 
performance of the Group is properly reported on and monitored and for reviewing the auditorsȭ 
reports relating to accounts and internal control systems. The terms of reference for the Audit 
Committee provide for it to have unrestricted access to the Company's auditors. 

The Company has no formal internal audit function due to the current size of the business, and 
the Board do not consider it necessary at the current time. 

The CompanyȭÓ auditors provide additional professional services including tax advisory, 
executive remuneration and risk advisory services. In line of its duties, the Audit Committee 
continually assesses the objectivity and independence of the Company auditors. 

 

Relationship with Shareholders  

The Board remains fully committed to maintaining regular communication with its shareholders. 
There is regular dialogue with major institutional shareholders and meetings are offered 
following significant announcements. Press releases have been issued throughout the period, 
following listing to AIM, and the Company maintains a website (www.valiant-petroleum.com) on 
which all press releases are posted and which also contains major corporate presentations and 
the reports and accounts. Enquiries from individual shareholders on matters relating to their 
shareholdings and the business of the Group are welcomed. Shareholders are also encouraged to 
attend the Annual General Meeting to discuss the progress of the Group. 

 

The Share Dealing Code 

The Company will take all reasonable steps to ensure compliance by the directors and the 
Company's employees with the provisions of the AIM Rules relating to dealings in securities of 
the Company and has adopted an appropriate share dealing code for this purpose. 

 
 

http://www.valiant-petroleum.com/
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Introduction  

Although not an AIM market disclosure requirement, the Company has voluntarily chosen to 
prepÁÒÅ Á $ÉÒÅÃÔÏÒÓȭ 2ÅÍÕÎÅÒÁÔÉÏÎ 2ÅÐÏÒÔ and would advise that this report has been prepared 
in accordance with Section 421 to the Companies Act 2006. The report covers the relevant 
requirements of the Listing Rules of the Financial Services Authority and describes how the 
ÂÏÁÒÄ ÈÁÓ ÁÐÐÌÉÅÄ ÔÈÅ ÐÒÉÎÃÉÐÌÅÓ ÒÅÌÁÔÉÎÇ ÔÏ ÄÉÒÅÃÔÏÒÓȭ ÒÅÍÕÎÅÒÁÔÉÏÎ ÉÎ ÔÈÅ #ÏÍÂÉÎÅÄ #ÏÄÅȢ  ! 
resolution to approve the report will be proposed at the Annual General Meeting of the Company 
at which the financial statements will be approved. 

The Act requires the auditors to report to the CÏÍÐÁÎÙȭÓ ÍÅÍÂÅÒÓ ÏÎ ÃÅÒÔÁÉÎ ÐÁÒÔÓ ÏÆ ÔÈÅ 
$ÉÒÅÃÔÏÒÓȭ Remuneration Report and to state whether in their opinion those parts of the report 
have been properly prepared in accordance with the Companies Act 2006. The report has 
therefore been divided into separate sections for audited and unaudited information. 

 

Unaudited information  

Remuneration C ommittee  

The members of the remuneration committee during 2009 were Mr D Blackwood (Chairman), 
Mr K Lyon , Mr AG Stollery and Mr M Bonte-Friedheim who are all independent non-executive 
directors.  

No director plays a part in any discussion about his or her own remuneration. 

The Committee also appointed Deloitte LLP (remuneration advice received in 2008) and MM&K 
Limited to pÒÏÖÉÄÅ ÁÄÖÉÃÅ ÏÎ ÓÔÒÕÃÔÕÒÉÎÇ ÄÉÒÅÃÔÏÒÓȭ ÒÅÍÕÎÅÒÁÔÉÏÎ ÐÁÃËÁÇÅÓȢ Advice is developed 
with the use of established methodologies and the advisors are not involved in the decision 
making process. The partners and staff, providing such advice, have no involvement in audit and 
are not involved in the preparation of audited information. 
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Remuneration policy for the executive directors  

The remuneration policy is designed to attract, retain and motivate executive directors of the 
calibre to deliver the business strategy. Individual remuneration packages are structured to align 
rewards with the performance of the company and the interests of shareholders. 

In addition to overall company performance criteria, and comparison with peer group 
organisations, individual objectives are set and measured against during the evaluation period. 

The company recognises that executive directors may be invited to become non-executive 
directors of other companies and that this can help broaden the skills and experience of a 
director. Executive directors are permitted to accept external appointments with the approval of 
the board, and such directorships required to be disclosed to the board. 

There are five main elements of the remuneration package for executive directors 

 Basic salaries 
 Annual bonus payments 
 Share option incentives 
 Pension contributions  (defined contributions only) 
 Long-term incentive plan (effective 1st  January 2010) 

 

Basic salary 

Salaries are reviewed annually (or more frequently as may be required by other external factors) 
by the Remuneration Committee with changes taking effect on 1st January each year, taking into 
account individual performance, market data and levels of increases applicable to other 
employees in the company. Salaries are benchmarked against comparable roles in companies of 
a similar market capitalisation and against similar roles in companies within the industry sector. 
No significant amendments are proposed to be made to the terms and conditions of any 
entitlement of a director to basic salary. 

Annual bonus payments  

A discretionary annual cash bonus scheme has been in place since ÔÈÅ #ÏÍÐÁÎÙȭÓ ÉÎÃÅÐÔÉÏÎ ÉÎ 
2004. Details of the bonuses paid in the relevant accounting period are set out on page 37. No 
significant amendments are proposed to be made to the terms and conditions of any entitlement 
of a director to an annual bonus payment. 4ÈÅ ÁÍÏÕÎÔ ÏÆ ÁÎ ÉÎÄÉÖÉÄÕÁÌȭÓ ÂÏÎÕÓ ÉÓ ÂÁÓÅÄ ÕÐÏÎ 
performance as determined by the Remuneration Committee. 
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Share options  

During the year ended 30 September 2006, following approval at the Annual General Meeting, 
the Company established a share option scheme. The reason for the new scheme was to 
incentivise both senior management and the executive directors and to enable them to benefit 
from the increased market capitalisation of the company. The Remuneration Committee has 
responsibility for supervising the scheme and the grant of options under its terms. 

The exercise price of the options granted under the above scheme is equal to the market value of 
ÔÈÅ ÃÏÍÐÁÎÙȭÓ ÓÈÁÒÅÓ ÁÔ the time when the options are granted.  

/Î χ -ÁÒÃÈ ςππψȟ ÐÒÉÏÒ ÔÏ ÁÎÄ ÉÎ ÖÉÅ× ÏÆ ÔÈÅ #ÏÍÐÁÎÙȭÓ ,ÉÓÔÉÎÇ ÏÎ ÔÈÅ !)- -ÁÒËÅÔ ÏÆ ÔÈÅ ,ÏÎÄÏÎ 
Stock Exchange, the share option scheme was amended in line with market practises. No 
significant amendments are proposed to be made to the terms and conditions of any entitlement 
of a director to share options. 

Pension arrangements  

Pension contributions may be made directly to individual pension funds or the Company 
stakeholder pension scheme where: 

 Directors / employees sacrifice an agreed amount of basic salary in return for the 
Company making monthly pension contributions to a pension arrangement (subject to a 
minimum salary being paid to ensure employee NI contributions are kept up to date). 
Any such salary sacrifice arrangement must be entered into for a minimum period of one 
year.  

 In addition, directors / employees have the option of sacrificing either 50% or 100% of 
annual bonus payments in return for the Company making a one-off contribution to a 
pension arrangement. This to be agreed on an annual basis. The 50%/100% rate is non-
negotiable.  

 In either case, the 12.8% employer NI saving is added to any sacrificed gross salary / 
annual bonus figure.  

 It is the responsibility of individual directors / employees to ensure any payments made 
on their behalf under a salary sacrifice arrangement to a pension arrangement does not 
exceed the Annual Allowance limit set by HMRC. 

Long-term incentive plan  

The Remuneration Committee will set the policies for the CoÍÐÁÎÙȭÓ operation and 
administration of the plan within the terms of the rules. The policies may include the 
determination of: 

a) Eligible employees who may be granted awards 

b) The maximum market value of shares which may be put under an award 

c) The performance targets which will apply to the grant or vesting of an award and how 
the performance targets will be measured 
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Total Shareholder Returns  

 

 

The graph shows the relative performance of the Company against the FTSE AIM Oil & Gas All 
Share Index and the FTSE AIM 50 Index. As an AIM listed oil and gas company, the Company 
would look to compare its performance with other AIM companies and other similar sized oil 
and gas companies. The selected indices give the most appropriate benchmark for these 
categories.  
 
 
$ÉÒÅÃÔÏÒÓȭ ÃÏÎÔÒÁÃÔÓ 
 
It is the CÏÍÐÁÎÙȭÓ ÐÏÌÉÃÙ ÔÈÁÔ ÅØÅÃÕÔÉÖÅ ÄÉÒÅÃÔÏÒÓ ÓÈÏÕÌÄ ÈÁÖÅ ÃÏÎÔÒÁÃÔÓ ×ÉÔÈ ÁÎ ÉÎÄÅÆÉÎÉÔÅ ÔÅÒÍ 
ÐÒÏÖÉÄÉÎÇ ÆÏÒ Á ÍÁØÉÍÕÍ ÏÆ ÏÎÅ ÙÅÁÒȭÓ ÎÏÔÉÃÅȢ   
 
4ÈÅ ÄÅÔÁÉÌÓ ÏÆ ÔÈÅ ÄÉÒÅÃÔÏÒÓȭ ÃÏÎÔÒÁÃÔÓ ÁÒÅ ÓÕÍÍÁÒÉÓÅÄ ÉÎ ÔÈÅ ÔÁÂÌÅ ÂÅÌÏ×ȡ 

 Date of 
contract  

 
Notice Period  

Name of director:   
Dr PG Buchanan 6 March 2008 12 Months 
Mrs SND Shaw 1 August 2008 12 Months 
Mr SN Edgley 6 March 2008 12 Months    

 
)Î ÔÈÅ ÅÖÅÎÔ ÏÆ ÅÁÒÌÙ ÔÅÒÍÉÎÁÔÉÏÎȟ ÔÈÅ ÄÉÒÅÃÔÏÒÓȭ ÃÏÎÔÒÁÃÔÓ ÐÒÏÖÉÄÅ ÆÏÒ ÃÏÍÐÅÎÓÁÔÉÏÎ ÕÐ ÔÏ Á 
maximum of basic salary for the notice period. 
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Non executive directors  

All non-executive directors including the chairman have specific terms of engagement and their 
remuneration is determined by the board within the limits set by the Articles of Association and 
based on independent surveys of fees paid to non-executive directors of similar companies. 
 
 

Audited Information  

Directors ȭ Emoluments  
     

      Name of Director 
     

 

Fees/Basic 
Salary 

Pension 
Contributions  Annual Bonus Total 200 9 Total 200 8 

 
£'000s  £'000s  £'000 s £'000s  £'000s  

Executive 
     Dr PG Buchanan 232 - 69 301 280 

Mrs SND Shaw 206 - 62 268 96 

Mr SN Edgley 206 - 62 268 267 

 
644 - 193 837 643 

      Non Executive  
     Mr K Lyon  55 - - 55 50 

Mr AG Stollery  40 - - 40 15 

Mr MR Jenkins - - - - 9 

Mrs SND Shaw  - - - - 103 

Mr M Bonte-Friedheim (1) 40 - - 40 50 

Mr D Blackwood 20 - - 20 - 

 
155 - -  155 227 

      Aggregate Emoluments  799 - 193 992 870 

       

(1)  MBF Strategy Limited, a company in which Mr M Bonte-Friedheim is a director and shareholder, 
received GBP 40,000 (2007/ 2008: GBP 50,000) in respect of Non-Executive Director fees in the 
period. 
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Details of options 
granted are as follows : 

        

Name of director  
As at 30 

Dec 2008 Granted  Exercised 
As at 31 Dec 

2009 Grant Date 

Exercise 
Price  

£ 

Date from 
which 

exercisable  
Expiry 

date 

Mr M Bonte -Friedheim  25,000   
 

25,000 01-Mar-07 5.00 01-Mar-09 01-Mar-17 

 
40,000 

  
40,000 01-Oct-07 6.25 01-Oct-09 01-Oct-17 

Mr S N Edgley* 140,000 
  

140,000 03-Jul-06 2.50 03-Jul-08 03-Jul-16 

 
200,000 

  
200,000 23-Apr-07 5.00 23-Apr-09 23-Apr-17 

 
160,000 

  
160,000 15-Nov-07 6.25 15-Nov-09 15-Nov-17 

 
60,000 

  
60,000 01-Jul-08 10.00 01-Jul-11 01-Jul-18 

 
60,000 

  
60,000 16-Dec-08 2.55 01-Jul-11 16-Dec-18 

Mr K Lyon  65,000 
  

65,000 01-Oct-07 6.25 01-Oct-09 01-Oct-17 

  
72,500 

 
72,500 30-Oct-09 6.64 31-Oct-12 31-Oct-19 

Mrs S N D Shaw 60,000 
  

60,000 01-Aug-08 10.00 01-Aug-11 01-Aug-18 

 
45,000 

  
45,000 16-Dec-08 2.55 16-Dec-11 16-Dec-18 

Mr AG Stollery  140,000 
  

140,000 03-Jul-06 2.50 03-Jul-08 03-Jul-16 

Mr D Blackwood  
 

60,000 
 

60,000 30-Oct-09 6.64 31-Oct-12 31-Oct-19 

Total  995,000  132,500    1,127,500          
 

 
*With respect to the options granted to Mr SN Edgley on 15th November 2007, such options may only be exercised in 
the event that market share price is > £10.00 at time of exercise. 

The closing market price of the ordinary shares at 31st December 2009 was 563.5p and the range 
during the year was 252.5p ɀ 718.0p. 

Approval  

This report was approved by the board of directors on 30th March 2010 and signed on its behalf 
by: 

 

 

 

D J Blackwood 
Chairman 
Remuneration Committee 
 
30th March 2010 
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The directors are responsible for preparing the Annual Report and the financial statements in 
accordance with applicable laws and regulations. 

Company law requires the directors to prepare such financial statements for each financial year. 
Under that law the directors are required to prepare group financial statements in accordance 
with International Financial Reporting Standards (IFRSs) as adopted by the European Union and 
Article 4 of the IAS Regulation and have also chosen to prepare the parent company financial 
statements under IFRSs as adopted by the European Union. Under company law the directors 
must not approve the accounts unless they are satisfied that they give a true and fair view of the 
state of affairs of the Company and of the profit or loss of the company for that period. In 
preparing these financial statements, International Accounting Standards require that directors: 

 ̧ properly select and apply accounting policies; 

 ̧ present information, including accounting policies, in a manner that provides relevant, 

reliable, comparable and understandable information; and 

 ̧ provide additional disclosures when compliance with the specific requirements in IFRSs 

are insufficient to enable users to understand the impact of particular transactions, other 

ÅÖÅÎÔÓ ÁÎÄ ÃÏÎÄÉÔÉÏÎÓ ÏÎ ÔÈÅ ÅÎÔÉÔÙȭÓ ÆÉÎÁÎÃÉÁÌ ÐÏÓÉÔÉÏÎ ÁÎÄ ÆÉÎÁÎÃÉÁÌ ÐÅÒÆÏÒÍÁÎÃÅȠ ÁÎÄ 

 ̧ ÍÁËÅ ÁÎ ÁÓÓÅÓÓÍÅÎÔ ÏÆ ÔÈÅ ÃÏÍÐÁÎÙȭÓ ÁÂÉÌÉÔÙ ÔÏ ÃÏÎÔÉÎÕÅ ÁÓ Á ÇÏÉÎÇ ÃÏÎÃÅÒÎȢ 

 
The directors are responsible for keeping adequate accounting records that are sufficient to 
show and explain the CÏÍÐÁÎÙȭÓ ÔÒÁÎÓÁÃÔÉÏÎÓ ÁÎÄ ÄÉÓÃÌÏÓÅ ×ÉÔÈ ÒÅÁÓÏÎÁÂÌÅ ÁÃÃÕÒÁÃÙ ÁÔ ÁÎÙ ÔÉÍÅ 
the financial position of the Company and enable them to ensure that the financial statements 
comply with the Companies Act 2006. They are also responsible for safeguarding the assets of 
the Company and hence for taking reasonable steps for the prevention and detection of fraud 
and other irregularities. 

The directors are responsible for the maintenance and integrity of the corporate and financial 
information included on the CÏÍÐÁÎÙȭÓ ×ÅÂÓÉÔÅȢ  ,ÅÇÉÓÌÁÔÉÏÎ ÉÎ ÔÈÅ 5ÎÉÔÅÄ +ÉÎÇÄÏÍ ÇÏÖÅÒÎÉÎÇ 
the preparation and dissemination of financial statements may differ from legislation in other 
jurisdictions . 
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Directors' responsibility statement  

We confirm to the best of our knowledge: 

1. the financial statements, prepared in accordance with International Financial Reporting 
Standards as adopted by the EU, give a true and fair view of the assets, liabilities, financial 
position and profit or loss of the Company and the undertakings included in the 
consolidation taken as a whole; and 

2. the management report, which is incorporated into the directors' report, includes a fair 
review of the development and performance of the business and the position of the 
company and the undertakings included in the consolidation taken as a whole, together with 
a description of the principal risks and uncertainties that they face.  

 

 

By order of the Board 
 
 
 
 
Chief Executive Officer     Chief Financial Officer 
Peter Buchanan      Steven Edgley 
 
30th March 2010      30th March 2010 
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)ÎÄÅÐÅÎÄÅÎÔ ÁÕÄÉÔÏÒÓȭ ÒÅÐÏÒÔ ÔÏ ÔÈÅ ÍÅÍÂÅÒÓ ÏÆ 6ÁÌÉÁÎÔ 0ÅÔÒÏÌÅÕÍ ÐÌÃ 

We have audited the financial statements of Valiant Petroleum plc for the year ended 
31 December 2009 which comprise the Consolidated Income Statement, the Consolidated 
Statement of Comprehensive Income, the Consolidated and Company Balance Sheets, the 
Consolidated and Company Cash Flow Statements, the Consolidated and Company Statements of 
Changes in Equity and the related notes 1 to 30 and 1 to 15, respectively. The financial reporting 
framework that has been applied in their preparation is applicable law and International 
Financial Reporting Standards (IFRSs) as adopted by the European Union and as applied in 
accordance with the provisions of the Companies Act 2006. 

This report is made solely to the Company's members, as a body, in accordance with Chapter 3 of 
paragraph 16 of the Companies Act 2006.  Our audit work has been undertaken so that we might 
state to the Company's members those matters we are required to state to them in an auditors' 
report and for no other purpose. To the fullest extent permitted by law, we do not accept or 
assume responsibility to anyone other than the Company and the Company's members as a body, 
for our audit work, for this report, or for the opinions we have formed. 

 

Respective responsibilities of directors and auditors  

!Ó ÅØÐÌÁÉÎÅÄ ÍÏÒÅ ÆÕÌÌÙ ÉÎ ÔÈÅ $ÉÒÅÃÔÏÒÓȭ 2ÅÓÐÏÎÓÉÂÉÌÉÔÉÅÓȟ ÔÈÅ $ÉÒÅÃÔÏÒÓ ÁÒÅ ÒÅÓÐÏÎÓÉble for the 
preparation of the financial statements and for being satisfied that they give a true and fair view.  
Our responsibility is to audit the financial statements in accordance with applicable law and 
International Standards on Auditing (UK and Ireland). Those standards require us to comply 
×ÉÔÈ ÔÈÅ !ÕÄÉÔÉÎÇ 0ÒÁÃÔÉÃÅÓ "ÏÁÒÄȭÓ ɉ!0"ȭÓɊ %ÔÈÉÃÁÌ 3ÔÁÎÄÁÒÄÓ ÆÏÒ !ÕÄÉÔÏÒÓȢ 

 

Scope of the audit of the financial statements  

An audit involves obtaining evidence about the amounts and disclosures in the financial 
statements sufficient to give reasonable assurance that the financial statements are free from 
material misstatement, whether caused by fraud or error. This includes an assessment of 
×ÈÅÔÈÅÒ ÔÈÅ ÁÃÃÏÕÎÔÉÎÇ ÐÏÌÉÃÉÅÓ ÁÒÅ ÁÐÐÒÏÐÒÉÁÔÅ ÔÏ ÔÈÅ ÇÒÏÕÐȭÓ ÁÎÄ ÔÈÅ ÐÁÒÅÎÔ #ÏÍÐÁÎÙȭÓ 
circumstances and have been consistently applied and adequately disclosed; the reasonableness 
of significant accounting estimates made by the Directors; and the overall presentation of the 
financial statements. 
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Opinion on the financial s tatements  

In our opinion:  

 ÔÈÅ ÆÉÎÁÎÃÉÁÌ ÓÔÁÔÅÍÅÎÔÓ ÇÉÖÅ Á ÔÒÕÅ ÁÎÄ ÆÁÉÒ ÖÉÅ× ÏÆ ÔÈÅ ÓÔÁÔÅ ÏÆ ÔÈÅ 'ÒÏÕÐȭÓ ÁÎÄ ÔÈÅ ÐÁÒÅÎÔ 
#ÏÍÐÁÎÙȭÓ ÁÆÆÁÉÒÓ ÁÓ at 31 December 2009 and of the GÒÏÕÐȭÓ ÐÒÏÆÉÔ ÆÏÒ ÔÈÅ ÙÅÁÒ ÔÈÅÎ ÅÎÄÅÄȠ 

 the Group financial statements have been properly prepared in accordance with IFRSs as 
adopted by the European Union; 

 the parent Company financial statements have been properly prepared in accordance with 
IFRSs as adopted by the European Union and as applied in accordance with the provisions of 
the Companies Act 2006; and 

 the financial statements have been prepared in accordance with the requirements of the 
Companies Act 2006. 

 

Opinion on other matters prescribed by the Companies Act 2006  

In our opinion: 

 ÔÈÅ ÐÁÒÔ ÏÆ ÔÈÅ $ÉÒÅÃÔÏÒÓȭ 2ÅÍÕÎÅÒÁÔÉÏÎ ÒÅÐÏÒt to be audited has been properly prepared in 
accordance with the provisions of the Companies Act 2006 that would have applied were the 
Company a quoted Company; and 

 ÔÈÅ ÉÎÆÏÒÍÁÔÉÏÎ ÇÉÖÅÎ ÉÎ ÔÈÅ $ÉÒÅÃÔÏÒÓȭ 2ÅÐÏÒÔ ÆÏÒ ÔÈÅ ÆÉÎÁÎÃÉÁÌ ÙÅÁÒ ÆÏÒ ×ÈÉÃÈ ÔÈÅ ÆÉÎÁÎÃial 
statements are prepared is consistent with the financial statements. 

 

Matters on which we are required to report by exception  

We have nothing to report in respect of the following matters where the Companies Act 2006 
requires us to report to you if, in our opinion: 

 adequate accounting records have not been kept by the parent Company, or returns 
adequate for our audit have been received from branches not visited by us; or 

 the parent Company financial statements are not in agreement with the accounting records 
and returns; or 

 ÃÅÒÔÁÉÎ ÄÉÓÃÌÏÓÕÒÅÓ ÏÆ $ÉÒÅÃÔÏÒÓȭ ÒÅÍÕÎÅÒÁÔÉÏÎ ÓÐÅÃÉÆÉÅÄ ÂÙ ÌÁ× ÁÒÅ ÎÏÔ ÍÁÄÅȠ ÏÒ 
 we have not received all the information and explanations we require for our audit. 

 
 

 

 

 

Bevan Whitehead , Senior Statutory Auditor  

for and on behalf of Deloitte LLP  

Chartered Accountants and Statutory Auditors 

London, UK 

30th March 2010 
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 Year  Ended 
15-Month 

Period Ended  

  31-Dec-09 31-Dec-08 
 Notes Αȭπππ Αȭπππ 
   Restated* 
    
Revenue  53,389 - 
Cost of Sales 5 (33,295) - 
  -------------- -------------- 
Gross Profit  20,094 - 
    
Continuing operations     
Administrative expenses  (8,367) (10,390) 
Other operating expenses:    
   - Pre licence costs  (270) (3,718) 
   - E&E write off 9 (517) (54,249) 
  -------------- -------------- 
Operat ing gain/(loss)  7 10,940 (68,357) 

Investment revenue  649 4,753 

Exchange gains/( losses)  3,751 (32,792) 
Finance costs 10 (4,830) (30) 
  -------------- -------------- 
Profit /(Loss) for the year/period  
before tax   10,510 (96,426) 

Tax 11 5,336 36,775 
  -------------- -------------- 
Profit for the year/ period   15,846 (59,651) 
    
Profit/(Loss) per ordinary share 
(pence) 

12   
     - Basic  55.09 (252.99) 
     - Diluted  54.10 (252.99) 

) 
 

 

Consolidated statement of comprehensive income  

   15 Month  
  Year Ended Period Ended  
  31-Dec-09 31-Dec-08 
  Αȭπππ Αȭπππ 
    
Profit/(Loss) for year /period   15,846 (59,651) 
Currency Translation adjustment  - (41,538) 
  -------------- -------------- 
Total comprehensive income / (loss)  15,846 (101,189)  

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

 

* Prior-year financial statements are restated to USD as a direct result of the change in functional currency 
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Notes 

Share 
capital 

Share 
premium  

%ÍÐȭÅÅ 
Share 

Option 
Plan 

Retained 
Profit / 

(Deficit)  
Total 

 

 
 

Αȭπππ Αȭπππ Αȭπππ Αȭπππ Αȭππ 

Opening equity as at 1 October 
2007  

 
1,019 121,060 1,585 (3,976) 119,688 

Loss for the period     (59,651) (59,651) 

Share capital issued, net of expenses 23 345 95,416 - - 95,761 

ESOP reserve movement 29 - - 4,184 - 4,184 

Currency Translation adj ustment  
 

(401) (63,493) (1,575) 15,522 (49,947) 

At 31 December 2008   963 152,983 4,194 (48,105) 110,035 
Profit for the period  - - - 15,846 15,846 

Share capital issued, net of expenses 23 536 105,217 - - 105,753 

ESOP reserve movement 29 - - 2,193 - 2,193 

Transfer between reserves  - - (260) 260 - 

Closing equity attributable to the 
#ÏÍÐÁÎÙȭÓ ÅÑÕÉÔÙ ÈÏÌÄÅÒÓ ÁÔ σρ 
December 2009  

 

1,499 258,200 6,127 (31,999) 233,827 

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



Valiant Petroleum plc 

 

Consolidated balance sheet 

31 December 2009 

 

45 

 

 

 

 31-Dec-09 31-Dec-08 30-Sep-07 
 Notes Αȭπππ Αȭπππ Αȭπππ 
   Restated Restated 
Non-current assets       
Intangible assets 13 64,290 41,848 68,065 
Property, plant and equipment 14 269,449 127,819 155 
Deferred tax asset 18 33,590 28,254 - 

  -------------- -------------- -------------- 
  367,329 197,921 68,220 

Current assets       
Inventories 16 2,891 - - 
Trade and other receivables 17 11,701 16,195 14,629 
Cash and cash equivalents 19 112,233 72,958 76,251 

  -------------- -------------- -------------- 
  126,825 89,153 90,880 
  -------------- -------------- -------------- 

Total assets  494,154 287,074 159,100 
  -------------- -------------- -------------- 

Current liabilities       
Trade and other payables 20 (33,079) (30,237) (6,508) 
Short-term loans 21 (31,200) - - 

  -------------- -------------- -------------- 
  (64,279) (30,237) (6,508) 

  -------------- -------------- -------------- 
Net current assets   62,546 58,916 84,372 
Non-current lia bilities      
Long-term loans 21 (156,683) (131,661) (32,904) 
Long-term provision 22 (39,365) (15,141) - 

  -------------- -------------- -------------- 
Total liabilities   (260,327) (177,039) (39,412) 

  -------------- -------------- -------------- 
Net assets  233,827 110,035 119,688 
  =========

= 
=========

= 
=========

= Equity      

Share capital 23 1,499 963 1,019 
Share premium 23 258,200 152,983 121,060 
ESOP reserve 29 6,127 4,194  1,585 
Accumulated deficit  (31,999) (48,105) (3,977) 

  -------------- -------------- -------------- 
Total equity attributable to equity holders 
of the parent   233,827 110,035 119,688 

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

 
The financial statements (Company Reg No 05223667) were approved by the board of directors and 
authorised for issue on 30th March 2010. 

They were signed on its behalf by: 

SN Edgley, Finance Director            30th March 2010     
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 Notes 31-Dec-09 31-Dec-08 
   Restated 
  Αȭπππ Αȭπππ 
    
Net cash inflow/ (outflow)  from operating activities 24 

19 

23,396 (11,409) 
  ------------ ------------ 
Investing activities     
Purchase of intangible exploration and evaluation assets  (11,747) (101,491) 
Purchase of property plant and equipment  (136,336) (51,794) 
Investing receivables (note 17)  9,500 (2,944) 
Interest received  838 4,235 
  ------------ ------------ 
Net cash used in investing activities  (137,745) (151,994) 
  ------------ ------------ 
Financing activities     
Proceeds from issue of share capital 23 105,752 95,761 
Drawdown of bank loans 21 53,268 96,319 
Income tax paid  - (430) 
Interest paid  (9,147) (30)                   

-    ------------ ------------ 
Net cash from financing activities  149,873 191,620 
  ------------ ------------ 
Net increase in cash and cash equivalents   35,524 28,217 
    
Cash and cash equivalents at beginning of year/ period   72,958 76,250 
Effect of foreign exchange rate changes  3,751 (31,509) 
  ------------ ------------ 
Cash and cash equivalents at end of year/ period  19 112,233 72,958 
  ======== ======== 
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1. General information  

Valiant Petroleum plc is a company incorporated in the United Kingdom under the Companies Act 
2006. The address of the registered office is: 

8th Floor, Albion House 
Chertsey Road 
Woking 
Surrey GU21 6BD 

The nature of the GroupȭÓ ÏÐÅÒÁÔÉÏÎÓ ÁÎÄ ÉÔÓ ÐÒÉÎÃÉÐÁÌ ÁÃÔÉÖÉÔÙ ÉÓ ÅØÐÌÏÒÁÔÉÏÎ ÁÎÄ ÄÅÖÅÌÏÐÍÅÎÔ ÏÆ ÏÉÌ 
and gas reserves principally in the Northern North Sea of the UK Continental Shelf region. 

 

2. Adoption of new and revised s tandards  

In the current year, the following new and revised Standards and Interpretations have been adopted 
and have affected the amounts reported in these financial statements. 
 
Standards affecting presentation and disclosure  

The following standards, amendments and interpretations to published standards were mandatory for 
the financial year beginning 1 January 2009: 

 IAS 1 (revised) - Ȭ0ÒÅÓÅÎÔÁÔÉÏÎ ÏÆ &ÉÎÁÎÃÉÁÌ 3ÔÁÔÅÍÅÎÔÓȭȢ 4ÈÅ ÒÅÖÉÓÅÄ ÓÔÁÎÄÁÒÄ ÐÒÏÈÉÂÉÔÓ ÔÈÅ  
ÐÒÅÓÅÎÔÁÔÉÏÎ ÏÆ ÉÔÅÍÓ ÏÆ ÉÎÃÏÍÅ ÁÎÄ ÅØÐÅÎÓÅÓ ɉÔÈÁÔ ÉÓ ȬÎÏÎ-Ï×ÎÅÒ ÃÈÁÎÇÅÓ ÉÎ ÅÑÕÉÔÙȭɊ in the  
ÓÔÁÔÅÍÅÎÔ ÏÆ ÃÈÁÎÇÅÓ ÉÎ ÅÑÕÉÔÙȟ ÒÅÑÕÉÒÉÎÇ ȬÎÏÎ-Ï×ÎÅÒ ÃÈÁÎÇÅÓ ÉÎ ÅÑÕÉÔÙȭ ÔÏ ÂÅ ÐÒÅÓÅÎÔÅÄ  
ÓÅÐÁÒÁÔÅÌÙ ÆÒÏÍ ȬÏ×ÎÅÒ ÃÈÁÎÇÅÓ ÉÎ ÅÑÕÉÔÙȭȢ !ÌÌ ȬÎÏÎ-Ï×ÎÅÒ ÃÈÁÎÇÅÓ ÉÎ ÅÑÕÉÔÙȭ ÁÒÅ ÒÅÑÕÉÒÅÄ ÔÏ ÂÅ  
shown in a performance statement. The Group has elected to present two statements: an income  
statement and a statement of comprehensive income. This financial information has been 
prepared under the revised disclosure requirements. IAS 1 (revised) requires the presentation 
of a statement of changes in equity as a primary statement, separate from the income statement 
and statement of comprehensive income. As a result, a consolidated statement of changes in 
equity has been included in the primary statements, showing changes in each component of 
equity for each period presented. The Group has included a third balance sheet as a result of the 
change in functional currency. 

 IFRS 8 - Ȭ/ÐÅÒÁÔÉÎÇ 3ÅÇÍÅÎÔÓȭȢ )&23 ψ ÒÅÐÌÁÃÅÓ )!3 ρτ - Ȭ3ÅÇÍÅÎÔ 2ÅÐÏÒÔÉÎÇȭȢ )Ô ÒÅÑÕÉÒÅÓ Á  
ȬÍÁÎÁÇÅÍÅÎÔ ÁÐÐÒÏÁÃÈȭ ÕÎÄÅÒ ×ÈÉÃÈ ÓÅÇÍÅÎÔ ÉÎÆÏÒÍÁÔÉÏÎ ÉÓ ÐÒesented on the same basis as 
that used for internal reporting purposes. This has not resulted in a change in the reportable 
segments presented. Operating segments are reported in a manner consistent with the internal 
reporting provided to the Board. 

 IAS 23 (amendment) - 'Borrowing Costs'. The amended standard requires borrowing costs  
related to the acquisition, construction or production of a qualifying asset to be capitalised as 
part of the cost of the asset. All other borrowing costs should be expensed as incurred. The 
adoption of this standard has not had any impact on the accounting policies applied by the Group 
as the Group already applied a policy of capitalising interest. 
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The following new standards, amendments to standards and interpretations are mandatory for the 
first time for the financial year beginning 1 January 2009, but are not currently relevant for the Group: 

 IFRIC 13 - Ȭ#ÕÓÔÏÍÅÒ ,ÏÙÁÌÔÙ 0ÒÏÇÒÁÍÓȭȢ 

 IFRIC 14 - 'The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their  
Interaction'. 

 IFRIC 15 - Ȭ!ÇÒÅÅÍÅÎÔÓ ÆÏÒ ÔÈÅ #ÏÎÓÔÒÕÃÔÉÏÎ ÏÆ 2ÅÁÌ %ÓÔÁÔÅȭȢ 

 IFRIC 16 - Ȭ(ÅÄÇÅÓ ÏÆ Á .ÅÔ )ÎÖÅÓÔÍÅÎÔ ÉÎ Á &ÏÒÅÉÇÎ /ÐÅÒÁÔÉÏÎȭȢ 

 IAS 39 (amendment) - Ȭ&ÉÎÁÎÃÉÁÌ )ÎÓÔÒÕÍÅÎÔÓȡ 2ÅÃÏÇÎÉÔÉÏÎ ÁÎÄ -ÅÁÓÕÒÅÍÅÎÔȭȢ 
 
 
At the date of authorisation of this financial information, the following Standards and Interpretations 
which have not been applied in this financial information were in issue but are not yet effective: 

 IFRS 1 (amended) / IAS 27 (amended) - Cost of an Investment in a Subsidiary,  Jointly Controlled 
Entity or Associate 

 IFRS 1 (amended)* - Additional Exemptions for First-time Adopters 

 IFRS 2 (amended)* - Group Cash-settled Share-based Payment Transactions 

 IFRS 3 (revised 2008) - Business Combinations 

 IFRS 9* - Financial Instruments 

 IAS 24 (revised 2009)* - Related Party Disclosures 

 IAS 27 (revised 2008) - Consolidated and Separate Financial Statements 

 IAS 28 (revised 2008) - Investment in Associates 

 IAS 32 (amended)* - Classification of Rights Issues 

 IFRIC 14 (amended) - Prepayment of a Minimum Funding Requirement 

 IFRIC 17 - Distributions of Non-cash Assets to Owners 

 IFRIC 18 - Transfers of Assets from Customers       

 IFRIC 19* - Extinguishing Financial Liabilities with Equity Instruments 

 Improvements to IFRSs (2009)** 

 

* Not yet endorsed by EU. 
** Improvements with effective date 1 January 2010 have not yet been endorsed by EU. 
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3. Significant accounting policies  

A summary of the principal accounting policies, all of which have been consistently applied throughout 
the year, is set out below. 

 

(a)  Basis of accounting  

The financial statements have been prepared in accordance with International Financial Reporting 
Standards (IFRSs). The financial statements have also been prepared in accordance with IFRSs 
adopted by the European Union and therefore the Group financial statements comply with Article 4 of 
the EU IAS Regulation. 

The financial statements have been prepared on the historical cost basis, except for the revaluation of 
certain properties and financial instruments. Historical cost is generally based on the fair value of the 
consideration given in exchange for the assets. The principal accounting policies adopted are set out 
below. 

 
(b)  Basis of consolidation  

The consolidated financial statements consist of the financial statements of the Company and Entities 
controlled by the Company (its subsidiaries) made up to 31 December 2009. Control is achieved 
where the Company has the power to govern the financial and operational policies of an entity so as to 
gain benefit from its activities. All intra-Group transactions, balances, income and expenses are 
eliminated on consolidation. 

Revenue and results of subsidiary undertakings are consolidated in the Group income statement from 
the dates on which control over the operating and financial decisions is obtained. 

On an acquisition that qualifies as a business combination, the assets and liabilities of a subsidiary are 
measured at their fair value as at the date of acquisition. Any excess of the cost of acquisition over the 
fair values of the identifiable net assets acquired is recognised as goodwill. Any deficiency of the cost 
of acquisition below the fair values of the identifiable net assets acquired is credited to the income 
statement in the period of acquisition. 
 

(c)  Revenue recognition  

Revenue is recognised when it is probable that the economic benefits associated with a transaction 
will flow to the enterprise and the amount of the revenue can be measured reliably. In particular, 
revenue from the production and sale of crude oil is recognised when the title has been transferred to 
customers, which is when risk and rewards pass to the customer. 

Interest income is accrued on a time basis, by reference to the principal outstanding and the effective 
interest rate applicable. 

Other income is measured at the fair value of the consideration received or receivable and represents 
amounts receivable for goods and services provided in the normal course of business, net of 
discounts, VAT and other sales-related taxes. 
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(d)  Foreign currencies  

Following the commencement of oil production from the Don Fields, the Group has switched its 
functional and presentation currency from Sterling to US dollars with effect from 1 January 2009. The 
balance sheet at 31 December 2008 was converted at the exchange rate on that date of GB£1: 
53ΑρȢτσχψȢ 0ÒÉÏÒ ÐÅÒÉÏÄÓȭ ÒÅÓÕÌÔÓ ÁÎÄ ÃÁÓÈ ÆÌÏ×Ó ÈÁÖÅ ÂÅÅÎ ÇÅÎÅÒÁÌÌÙ ÔÒÁÎÓÌÁÔÅÄ ÕÓÉÎÇ ÁÎ ÁÖÅÒage 
exchange rate for the year and prior period balance sheets at period end rates. 

Transactions in foreign currencies are recorded at the rates of exchange ruling at the transaction 
dates. Monetary assets and liabilities are translated into US dollars at the exchange rate ruling at the 
balance sheet date, with a corresponding charge or credit to the income statement. 

 
(e)  Financial instruments  

Financial assets and financial liabilities are recognised on the GroupȭÓ ÂÁÌÁÎÃÅ ÓÈÅÅÔ ×ÈÅÎ ÔÈÅ Group 
becomes party to the contractual provisions of the instrument. The Group has not entered into any 
derivative financial instruments during the year. 

Cash and cash equivalents 

Cash includes cash on hand and cash with banks. Cash equivalents are short-term, highly-liquid 
investments that are readily convertible to known amounts of cash with three months or less 
remaining to maturity from the date of acquisition and that are subject to an insignificant risk of 
change in value. 

Investments 

Fixed asset investments in subsidiaries are stated at cost in the Company only balance sheet and 
reviewed for impairment if there are any indications that the carrying value may not be recoverable. 

Trade receivables 

Trade receivables are generally carried at original invoice amount less a provision for bad and 
doubtful debts. A provision for bad and doubtful debts is established when there is objective evidence 
that the Group will not be able to collect all amounts due according to the original terms of the 
receivable. The amount of the provision is the difference between the carrying amount and the 
recoverable amount, being the present value of expected cash flows, discounted at the market rate of 
interest for similar borrowers. 
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Borrowings 

Borrowings are recognised initially at the fair value of the proceeds received which is determined 
using the prevailing market rate of interest for a similar instrument, if significantly different from the 
transaction price, net of transaction costs incurred. In subsequent periods, borrowings are recognised 
at amortised cost, using the effective interest method; any difference between fair value of the 
proceeds (net of transaction costs) and the redemption amount is recognised as a finance cost over 
the period of the borrowings. Borrowing costs directly attributable to acquisition of qualifying assets, 
which are assets that necessarily take a substantial period of time to get ready for their intended use, 
are added to the cost of those assets, until such time the assets are substantially ready for their 
intended use.  All other borrowing costs are recognised in profit or loss in the period in which they are 
incurred. 

Trade payables 

Trade payables are initially measured at fair value and are subsequently measured at amortised cost 
using the effective interest rate method. 

Equity instruments 

Equity instruments issued by the Group are recorded at the proceeds received, net of direct issue 
costs. 

 
(f)  Inventories  

Inventories, except for petroleum products, are valued at the lower of cost and net realisable value. 
Petroleum products and under and over lifts of crude oil are recorded at net realisable value, under 
inventories and other debtors or creditors respectively. 

 
(g) Oil and gas assets 

The Group applies the successful efforts method of accounting for oil and gas assets and has adopted 
IFRS 6 Exploration for and Evaluation of Mineral Resources. 

 

%ØÐÌÏÒÁÔÉÏÎ ÁÎÄ ÅÖÁÌÕÁÔÉÏÎ ɉȰ%Ǫ%ȱɊ ÁÓÓÅÔÓ 

Under the successful efforts method of accounting, all licence acquisition, exploration and appraisal 
costs are initially capitalised in well, field or specific exploration cost centres as appropriate, pending 
determination. Expenditure incurred during the various exploration and appraisal phases is then 
written off unless commercial reserves have been established or the determination process has not 
been completed. 

Pre-licence costs 

Costs incurred prior to having obtained the legal rights to explore an area are expensed directly to the 
income statement as they are incurred. 
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%ØÐÌÏÒÁÔÉÏÎ ÁÎÄ ÅÖÁÌÕÁÔÉÏÎ ɉȰ%Ǫ%ȱɊ ÃÏÓÔÓ 

Costs of E&E are initially capitalised as E&E assets. Payments to acquire the legal right to explore, 
together with the directly-related costs of technical services and studies, seismic acquisition, 
exploratory drilling and testing are capitalised as intangible E&E assets. 

Tangible assets used in E&E activities (such as any vehicles, drilling rigs, seismic equipment and other 
property, plant and equipment held by the 'ÒÏÕÐȭÓ exploration function) are classified as property, 
plant and equipment. However, to the extent that such a tangible asset is consumed in developing an 
intangible E&E asset, the amount reflecting that consumption is recorded as part of the cost of the 
intangible asset. Such intangible costs include directly attributable overheads, including the 
depreciation of property, plant and equipment utilised in E&E activities, together with the cost of 
other materials consumed during the exploration and evaluation phases. 

E&E costs are not amortised prior to the conclusion of appraisal activities. 

Treatment of E&E assets at conclusion of appraisal activities 

Intangible E&E assets relating to each exploration licence/prospect are carried forward until the 
existence (or otherwise) of commercial reserves have been determined subject to certain limitations 
including review for indications of impairment. If commercial reserves are discovered the carrying 
value, after any impairment loss of the relevant E&E assets, is then reclassified as development and 
production assets, usually on approval of a Field Development Plan (FDP). If, however, commercial 
reserves are not found, the capitalised costs are charged to expense. If there are indications of 
impairment prior to the conclusion of the E&E activities, an impairment test is performed similar to 
that described in (h) below, except that any subsequent reversal of an impairment of E&E assets is not 
recognised. 

 
Development and production assets  

Development and production assets are accumulated generally on a field-by-field basis and represent 
the cost of developing the commercial reserves discovered and bringing them into production, 
together with the E&E expenditures incurred in finding commercial reserves transferred from 
intangible E&E assets as outlined above. 

The cost of development and production assets also includes the cost of acquisitions and purchases of 
such assets, directly attributable overheads, and the cost of recognising provisions for future 
restoration and decommissioning. 

 
(h)  Depletion, amortisation and impairment of oil and gas assets  

All expenditure carried within each field is amortised from the commencement of production on a unit 
of production basis, which is the ratio of oil and gas production in the period to the estimated 
quantities of commercial reserves at the end of the period plus the production in the period, on a field-
by-field basis. Costs used in the unit of production calculation comprise the net book value of 
capitalised costs plus the estimated future field development costs to access the related commercial 
reserves. Changes in the estimates of commercial reserves or future field development costs are dealt 
with prospectively. 



Valiant Petroleum plc 

 

 

Notes to the consolidated financial statements 

Year ended 31 December 2009 

 

53 

 

Where there has been a change in economic conditions, that indicates a possible impairment in oil and 
gas asset, the recoverability of the net book value relating to that field is assessed by comparison with 
ÔÈÅ ÅÓÔÉÍÁÔÅÄ ÄÉÓÃÏÕÎÔÅÄ ÆÕÔÕÒÅ ÃÁÓÈ ÆÌÏ×Ó ÂÁÓÅÄ ÏÎ ÍÁÎÁÇÅÍÅÎÔȭÓ ÅØÐÅÃÔÁÔÉÏÎÓ ÏÆ ÆÕÔÕÒÅ ÏÉÌ ÁÎÄ ÇÁÓ 
prices and future costs. Any impairment identified is charged to the income statement as additional 
depletion and amortisation. Where conditions giving rise to impairment subsequently reverse, the 
effect of the impairment charge is also reversed as a credit to the income statement, net of any 
depreciation that would have been charged since the impairment. 

 
(i)  Commercial reserves  

Commercial reserves are proven and probable (P50) oil and gas reserves, which are defined as the 
estimated quantities of crude oil, natural gas and natural gas liquids which geological, geophysical and 
engineering data demonstrate with a specified degree of certainty to be recoverable in future years 
from known reservoirs and which are considered commercially producible. There should be a 50% 
statistical probability that the actual quantity of recoverable reserves will be more than the amount 
estimated as a proven and probable reserves and a 50% statistical probability that it will be less. 

 
(j)  Decommissioning  provision  

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 decommissioning cost 
estimates are dealt with prospectively by recording an adjustment to the provision, and a 
corresponding adjustment to property, plant and equipment. The unwinding of the discount on the 
decommissioning provision is included as a finance cost. 

 
(k)  Property, plant and equipment  

Property, plant and equipment are carried at historical cost of acquisition or construction after 
deduction of accumulated depreciation, depletion, amortisation and impairment. 

Other property, plant and equipment not associated with exploration and production activities are 
carried at cost less accumulated depreciation. These assets are also evaluated for impairment. 
Depreciation of these assets is calculated on a straight-line basis as follows: 

Fixtures & fittings: 5 years 
Office equipment:  3 years 
  



Valiant Petroleum plc 

 

 

Notes to the consolidated financial statements 

Year ended 31 December 2009 

 

54 

 

(l)  Taxation  

Current and deferred tax, including UK corporation tax and overseas corporation tax, are provided at 
amounts expected to be paid using the tax rates and laws that have been enacted or substantially 
enacted by the balance sheet date. 

Deferred tax assets and liabilities are calculated in respect of temporary differences using a balance 
sheet liability method. Deferred tax assets and liabilities are recorded for all temporary differences 
arising between the tax basis of assets and liabilities and their carrying values for financial reporting 
purposes. A deferred tax asset is recorded only to the extent that it is probable that taxable profit will 
be available against which the deferred tax asset will be realised or if it can be offset against existing 
deferred tax liabilities. Deferred tax assets and liabilities are measured at tax rates that are expected to 
apply to the period when the asset is realised or the liability is settled, based on tax rates that have 
been enacted or substantively enacted at the balance sheet date. 

 
(m)  Pensions 

Contributions to employee personal pension schemes are charged to operating profit on an accruals 
basis. 

 
(n)  Share-based payment  

Equity settled share based payments are measured at fair value at the date of grant and expensed on a 
straight-line basis over the vesting period along with a corresponding increase in equity.  The fair 
ÖÁÌÕÅ ÉÓ ÄÅÔÅÒÍÉÎÅÄ ×ÉÔÈ Á "ÌÁÃË 3ÃÈÏÌÅÓ ÍÏÄÅÌȟ ÔÁËÉÎÇ ÉÎÔÏ ÃÏÎÓÉÄÅÒÁÔÉÏÎ ÍÁÎÁÇÅÍÅÎÔȭÓ ÂÅÓÔ ÅÓÔÉÍÁÔÅ 
of the expected life of the option and the estimated number of shares that will eventually vest. 

 
(o)  Operating leases 

Rentals payable under operating leases are charged to income on a straight-line basis over the term of 
the relevant lease. 
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4. Critical accounting judgments and key sources of estimation uncertainty  

In the process of applying the GroupȭÓ ÁÃÃÏÕÎÔÉÎÇ ÐÏÌÉÃÉÅÓȟ ×ÈÉÃÈ ÁÒÅ ÄÅÓÃÒÉÂÅÄ ÉÎ ÎÏÔÅ ςȟ ÍÁÎÁÇÅÍÅÎÔ 
has made the following judgments that have the most significant effect on the amounts recognised in 
the financial information. 

 
Critical accounting j udgements  

Going Concern 

The financial statements have been prepared on the assumption that the Company will continue as a 
going concern, as ÄÉÓÃÕÓÓÅÄ ÉÎ ÄÅÔÁÉÌ ÉÎ ÔÈÅ $ÉÒÅÃÔÏÒÓȭ 2ÅÐÏÒÔ. 

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 13 discloses the carrying 
amounts of the GroupȭÓ %Ǫ% ÁÓÓÅÔÓȢ 

Deferred tax asset 

During the year, management adjusted the deferred tax asset in relation to past tax losses. The 
deferred tax asset has been increased to US$ 33.6 million (2008 : US$ 28.3 million) during the year. The 
Company has adjudged that all such losses will be recoverable against future revenues. 

Debt due within 1 year 

4ÈÅ 'ÒÏÕÐȭÓ ÂÁÎËÉÎÇ ÆÁÃÉÌÉÔÉÅÓ ÒÅÑÕÉÒÅ ÒÅÐÁÙÍÅÎÔÓ ÏÆ ÄÅÂÔ ÓÏ ÔÈÁÔ ÔÈÅ ÁÍÏÕÎÔ ÄÒÁ×Î ÄÏÅÓ ÎÏÔ ÅØÃÅÅÄ Á 
ÌÉÍÉÔ ÂÁÓÅÄ ÕÐÏÎ ÔÈÅ ÎÅÔ ÐÒÅÓÅÎÔ ÖÁÌÕÅ ÏÆ ÔÈÅ 'ÒÏÕÐȭÓ ÏÉÌ ÁÎÄ ÇÁÓ ÒÅÓÅÒÖÅÓȟ ÁÓ ÒÅÃÁÌÃÕÌÁÔÅÄ ÐÅÒÉÏÄÉÃÁÌÌÙȢ 
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, there is US$ 
31.2 million due within 1 year. Post year-end, the mezzanine facility has been restructured (see note 
30). 

 
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. 
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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 
PP&E. 

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. 2ÅÓÅÒÖÅÓȭ ÅÓÔÉÍÁÔÅÓ and estimates of related future development costs 
affect depletion and amortisation charges in respect of producing fields. 

 
5. Cost of sales 

 Operating profit/ (loss) is stated after charging: 

 Year ended 15 months to  
 31-Dec-09 31-Dec-08 
  Restated 
 Αȭπππ Αȭπππ 
   
Operating costs 17,099  - 
Inventory movement (note 16) (2,891) - 
Amortisation and depreciation of property plant 
and equipment  

 

19,087 

 

- 
 ------------- ------------- 
 33,295 - 
 ======== ======== 
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6. Business and geographical segment reporting  

Adoption of IFRS 8, Operating Segments 

The Group has adopted IFRS 8 Operating Segments with effect from 1 January 2009. IFRS 8 requires 
operating segments to be identified on the basis of internal reports about components of the Group 
that are regularly reviewed by the Chief Executive to allocate resources to the segments and to assess 
their performance. In contrast, the predecessor Standard (IAS 14 Segment Reporting) required the 
Group to identify two sets of segments (business and geographical), using a risks and returns 
ÁÐÐÒÏÁÃÈȟ ×ÉÔÈ ÔÈÅ 'ÒÏÕÐȭÓ ÓÙÓÔÅÍ ÏÆ ÉÎÔÅÒÎÁÌ ÆÉÎÁÎÃÉÁÌ ÒÅÐÏÒÔing to key management personnel 
serving only as the starting point for the identification of such segments. Following the adoption of 
)&23 ψȟ ÔÈÅ ÉÄÅÎÔÉÆÉÃÁÔÉÏÎ ÏÆ ÔÈÅ 'ÒÏÕÐȭÓ ÒÅÐÏÒÔÁÂÌÅ ÓÅÇÍÅÎÔÓ ÈÁÓ ÎÏÔ ÃÈÁÎÇÅÄȢ 

In the opinion of the directors, the operations of the Group comprise one class of business, being oil 
and gas exploration, the development and production of, and the sale of hydrocarbons and related 
activities in only one geographical area, the UKCS North Sea. 

Total revenues for the year were US$ 54.0 million (2008: US$ 4.8 million) comprising sales revenue of 
US$ 53.4 million (2008: nil) and interest revenue of US$ 0.6 million (2008: US$ 4.8 million). All oil sold 
during the year was made to one customer. 

 

 
7. Operating profit / ( loss) 

Operating profit / ( loss) is stated after charging: 

 Year ended 15 months to  
Year ended 

 

31-Dec-09 31-Dec-08 
  Restated 

 Αȭπππ Αȭπππ 
   
Staff costs (see note 8 below) 7,108 9,209 
E&E write off 517 54,249 
Exchange (gains) / losses (3,751) 32,793 
Depreciation and amortisation  19,300 382   
Operating lease (see note 28 below) 166 186 
Auditors: remuneration   
- audit fee 213 161 
- non-audit fees  564 612 
 ======== ======== 
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The analysis of auditorsȭ remuneration is as follows: 

 

&ÅÅÓ ÐÁÙÁÂÌÅ ÔÏ ÔÈÅ #ÏÍÐÁÎÙȭÓ auditors for the audit of the GroupȭÓ ÁÎÎÕÁÌ ÁÃÃÏÕÎÔÓ 

 Year ended 15 months to  
 31-Dec-09 31-Dec-08 
 Αȭπππ Αȭπππ 
   
- ÔÈÅ #ÏÍÐÁÎÙȭÓ ÁÃÃÏÕÎÔÓ  173 133 
- subsidiary accounts 40 28 
 ---------- ---------- 
 213 161 
 ====== ====== 

 

 

 

Fees payable to the #ÏÍÐÁÎÙȭÓ ÁÕÄÉÔÏÒÓ ÆÏÒ other services to the Group 

 

 Year 
ended  

15 months to  
 31-Dec-

09 
31-Dec-08 

 Αȭπππ Αȭπππ 
   

- RÅÐÏÒÔÉÎÇ ÁÃÃÏÕÎÔÁÎÔÓȭ ÓÅÒÖÉÃÅÓ ÉÎ ÒÅÌÁÔÉÏÎ ÔÏ ÔÈÅ )0/ _-_ 426 
- taxation advisory services 72 87 
- interim review  

 

77 36 
- recruit ment and remuneration services  - 46 
- corporate finance services (financial due diligence) 415 - 
- other - 17 
 ---------- ---------- 
 564 612 
 ====== ====== 
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8. Staff costs 

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

 

 Year ended 15 months to  
 31-Dec-09 31-Dec-08 
 Number  Number  
   
Directors 3 2 
Administration  8  8  
Technical 9 9 
 ---------- ---------- 
 20 19 
 ======== ======== 

 

Their aggregate remuneration comprised: 

 

 Year ended 15 mon ths to  
 31-Dec-09 31-Dec-08 
 Restated Restated 
 Αȭπππ Αȭπππ 
   
Wages and salaries 4,065 4,084 
Social security costs 671 530 
Share-based payment expense (see 
note 29) 

expense (see note 22) 

2,193 4,050 

Pensions ɀ defined contribution 179 545 
 ---------- ---------- 
 7,108 9,209 
 ====== ====== 

 

Defined pension contributions during the year include payments made in respect of one director 
(2008: one director). 

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

 Year ended 15 months to  
 31-Dec-09 31-Dec-08 
 Αȭπππ Αȭπππ 
   
Emoluments receivable 1,505 1,340 
Share-based payment expense 623 1,159 

 ---------- ---------- 
 2,128 2,499 
 ====== ====== 
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9. E&E Write Off 

 

 Year ended 15 months to  
 31-Dec-09 31-Dec-08 
  Restated 
 Αȭπππ Αȭπππ 
   
E&E costs written off  517 25,660 
Impairment of assets - 28,589 

 ---------- ---------- 
 517 54,249 
 ====== ====== 

 

Exploration and evaluation (E&E) costs written off include late charges received in 2009, in respect of 
2008 dril ling activity. UKCS Licence P188 was relinquished in 2009 and therefore all expenses initially 
capitalised have been written off. 

 

10. Finance costs 

 

 Year ended 15 months to  
 31-Dec-09 31-Dec-08 
  Restated 
 Αȭπππ Αȭπππ 
   
Interest on bank overdrafts and loans * 13,417 7,827 

Capitalised interest (6,528) (7,797) 

Capitalised mezzanine redemption premium (note 22) 
(note 

(4,110) - 

Unwinding on discounted provisions (note 22) 886 - 

Amortisation of loan fees 850 - 

Realised loss on fx derivative 315 - 

 ---------- ---------- 
 4,830 30 
 ====== ======== 

* includes mezzanine redemption premium 

 

Capitalised interest includes all the interest charged relating to the Causeway Field (Valiant Causeway 
,ÉÍÉÔÅÄ Ȱ6#9ȱ) and the portion relating to the Don Fields (Valiant NÏÒÔÈ 3ÅÁ ,ÉÍÉÔÅÄ Ȱ6.3ȱ) prior to 
commencement of production. The amount of finance costs capitalised on the Don Fields was 
determined by applying a capitalisation rate of LIBOR + 2% on expenditures on these qualifying assets, 
limited to the amount of finance cost arising in the period until commencement of production. The 
amount capitalised on the Causeway field reflects actual borrowing costs on the Mezzanine loan, 
including the accrued redemption premium. 



Valiant Petroleum plc 

 

 

Notes to the consolidated financial statements 

Year ended 31 December 2009 

 

61 

 

11. Taxation on loss on ordinary activit ies 

 

The tax charge comprises: 

 Year ended 15 months 
to 

 
 31-Dec-09 31-Dec-08  
  Restated  
 Αȭπππ Αȭπππ  
Current tax    
United Kingdom Corporation tax at 50% (2008: 50%)    
Adjustments in respect of prior periods - (430)  
UK Corporation tax - -  
 ---------- ----------  
Total current tax charge - (430)  
 ---------- ----------  
Deferred tax   
Temporary differences origination and reversal 12,438 29,212 

Adjustment in respect of prior period (7,102) 7,993 

 ---------- ---------- 
Total deferred tax 5,336 37,205 
 ---------- ---------- 
   
Total tax credit 5,336 36,775 
 ======== ======== 

 

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: 

 Year 
ended 

15 months to  
 31-Dec-09 31-Dec-08 
  Restated 
 Αȭπππ Αȭπππ 
   
Profit/(Loss) before tax 10,510 (96,426) 

 ---------- ---------- 
Tax charge / (credit) at UK Corporation Tax rate of 50% (2008: 50%) 5,255 (48,213) 

   
Adjustments in respect of prior periods 7,102 (7,552) 
Expenses not deductible for tax purposes  2,224 19,039 

Tax effect of rate difference for UK ring fence trade 855 (49) 

Tax effect of ring fence expenditure supplement (8,482) - 
Deferred tax on assets acquired in the period (12,290) - 
 ---------- ---------- 
Current-year tax credit (5,336) (36,775) 
 ====== ======== 

 

A tax rate of 50% has been used reflecting Corporation Tax payable at 30% and Supplementary 
Corporation Tax payable at 20%. 
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12. Profit / ( Loss) per ordinary sha re 

Basic earnings per ordinary share amounts are calculated by dividing the net profit/( loss) for the year 
attributable to ordinary equity holders of the parent by the weighted average number of ordinary 
shares outstanding during the period. 

 

 Year ended 15 months 
to  31-Dec-09 31-Dec-08 

  Restated 
 Αȭπππ Αȭπππ 
   
Net profit/(loss) attributable to equity shareholders  15,846 (59,651) 
 ======== ======== 
   
 .Ï Ȭπππ .Ï Ȭπππ 
Number of shares    
Basic weighted average number of shares 28,765 23,579 
Diluted weighted average number of shares 29,293 23,579 
 ======== ======== 
   
Basic Profit/(Loss) per share 55.09 (252.99)  
Diluted Profit/(Loss) per share 54.10 (252.99)  
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13. Intangible assets 

 

 E&E assets Other  

 

Total  

 $ȭπππ $ȭπππ $ȭπππ 
Cost    
At 1 October 2007 (restated) 63,069 280 63,349 

Additions 110,260 275 110,535 

Transfer to tangible assets (42,790) - (42,790) 

Amounts written off (see note 9) (25,660) - (25,660) 

Translation adjustments (41,449) (148) (41,597) 

 ------------ ----------- ------------ 
At 31 December 2008 (restated) 63,430 407 63,837 
Additions 23,070 3 23,073 
Amounts written off (see note 9) (517) - (517) 
 ------------ ---------- ----------- 
At 31 December 2009 85,983 410 86,393 
    
Amortisation     
At 1 October 2007 (restated) - (96) (96) 
Impairment charge (28,589) - (28,589) 
Translation adjustment 6,878 86 6,964 
Charge for the year/period  - (268) (268) 
 ---------- ---------- ---------- 
At 31 December 2008 (restated) (21,711) (278) (21,989) 
Charge for the year/period  - (113) (113) 
 ---------- ---------- ---------- 
At 31 December  2009 (21,711) (391) (22,102) 
    
Carrying Amount     
At 31 December 2009 64,272 19 64,291 
At 31 December 2008 (restated) 41,718 129 41,847 
At 30 September 2007 (restated) 63,069 184 63,253 

 

 

Additions for the year include an amount of $US 2.0 million deferred consideration in respect of the 
Causeway asset. This consideration relates to a payment due on the commencement of production 
from the asset. 
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14. Property, plant and equipment  

 

 

Oil and 
Gas 

Assets Other  

Total  

 $ȭπππ $ȭπππ $ȭπππ 
Cost    
At 1 October 2007 (restated) - 172 172 
Additions 111,602 335 111,937 
Transfer from intangible assets (see note 13) 42,790 - 42,790 
Disposals - (1) (1) 
Translation Adjustments (26,851) (122) (26,973) 
 --------- --------- --------- 
At 31 December 2008 (restated) 127,541 384 127,925 
Additions 160,774 44 160,817 
Disposals - - - 
 --------- --------- --------- 
At 31 December 2009 288,315 428 288,743 
    
Accumulated depreciation, depletion and amortisation     
At 1 October 2007 (restated) - (28) (28) 
Charge for the year/ period - (111) (111) 
Translation Adjustments - 32 32 

 --------- ---------- --------- 
At 31 December 2008 (restated) - (107) (107) 
Charge for the year/period  (19,087) (100) (19,187) 
 --------- ---------- --------- 
At 31 December 2009 (19,087) (207) (19,294) 
    
Carrying Amount     
At 31 December  2009 269,228

0 
221 269,449 

At 31 December 2008 (restated) 127,541 277 127,818 
At 30 September 2007 (restated) - 144 144 

 

 

15. Investments  

At 31 December 2009, the CompanyȭÓ ÓÕÂÓÉÄÉÁÒÙ ÕÎÄÅÒÔÁËÉÎÇÓȟ ÁÌÌ ÏÆ ×ÈÉÃÈ ÁÒÅ registered and 
incorporated in the UK, 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) 
Valiant Gamma Limited   100% (acquired 29 May 2009)  

The principal activities of all four subsidiary entities relate to oil and gas exploration, development and 
production. 
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16. Inventories  

Inventory with a carrying amount of US$ 2.9 million (2008: nil) represents oil stocks held in tanker on 
location at 31 December 2009. 

 

17. Trade and other receivables   

 31-Dec-09 31-Dec-08 30-Sep-07 
  Restated Restated 
 Αȭπππ Αȭπππ Αȭπππ 
    
Trade accounts receivable 11,349 1,228 831 
VAT receivable 120 282 6 
Other receivables 81 649 13,678 
Prepayments 150 4,516 114 
Cash-backed security deposit - 9,520 - 
 ------------- ------------- ------------- 
 11,701 16,195 14,629 
 ======== ======== ======== 
   

 

The directors consider that the carrying amounts of trade and other receivables approximate their fair 
value. During the year the cash-backed security deposit was released in accordance with the terms of 
the Don Fields Phase 1 drilling contract.  

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. 

4ÈÅ 'ÒÏÕÐȭÓ ÐÒÉÎÃipal financial assets are cash ÁÎÄ ÔÒÁÄÅ ÒÅÃÅÉÖÁÂÌÅÓȢ 4ÈÅ 'ÒÏÕÐȭÓ ÍÁØÉÍÕÍ ÅØÐÏÓÕÒÅ 
to credit risk on these assets is US$ 123.6 million (2008: US$ 83.7 million). The credit risk on such cash 
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 the terms of the crude oil sales 
agreement and other remaining trade receivables have been settled post year-end. The Group had no 
past due debts at 31 December 2009 (2008: nil) and no provision has been made for doubtful 
receivables. 

Many Licence Group /ÐÅÒÁÔÏÒÓ ÒÅÑÕÅÓÔ ÆÕÎÄÉÎÇ ÏÎ Á ȰÃÁÓÈ ÁÄÖÁÎÃÅȱ ÂÁÓis 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 2009. 
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18. Deferred tax  

 

The following are the major deferred tax liabilities and assets recognised by the Group and movements 
thereon during the current reporting year (there were no movements in relation to deferred tax in the 
prior reporting period).   

 

 

Accelerated  
tax 

depreciation  
$ȭπππ 

Tax losses 
$ȭπππ 

Decommissioning 
provision  

$ȭπππ 
Total  
$ȭπππ 

     
At 31 December 2008 (70,376) 91,059 7,571 28,254 
     

(Charge)/credit  to income statement (61,441) 73,918 (7,141) 5,336 
     

As 31 December 2009 (131,817) 164,977 430 33,590 
     

 

Certain deferred tax assets and liabÉÌÉÔÉÅÓ ÈÁÖÅ ÂÅÅÎ ÏÆÆÓÅÔ ÉÎ ÁÃÃÏÒÄÁÎÃÅ ×ÉÔÈ ÔÈÅ 'ÒÏÕÐȭÓ ÁÃÃÏÕÎÔÉÎÇ 
policy. The following is the analysis of the deferred tax balances (after offset): 
 

  

Year Ended 
31-Dec-2008  

Αȭπππ 

15 months to  
31-Dec-2008  

Αȭπππ 

Year Ended 
30-Sep-2007  

Αȭπππ 
   Restated  
     

 Deferred tax liabilities  (131,817) (70,376) - 
 Deferred tax assets  165,407 98,630 - 

     

 Net deferred tax asset  33,590        28,254 - 
  

   

 

The deferred tax liability is a result of temporary differences between the carrying values and tax 
bases of fixed assets. The net 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 
ÔÈÅ 'ÒÏÕÐȭÓ ÅÃÏÎÏÍÉÃ ÍÏÄÅÌÓȢ $ÅÓÐÉÔÅ ÒÅÃÏÒÄÉÎÇ Á ÌÏÓÓ ÉÎ ÔÈÅ ÐÅÒÉÏÄ ÅÎÄÅÄ ςππψ; with the 
commencement of production in 2009, the Group expects the deferred tax asset to be fully recoverable. 
 
There is no un-provided deferred tax asset or liability as at 31st December 2009 (and at 31st December 
2008). 



Valiant Petroleum plc 

 

 

Notes to the consolidated financial statements 

Year ended 31 December 2009 

 

67 

 

19.  Cash and cash equivalents 
 

 31-Dec-09 31-Dec-08 30-Sep-07 

 Αȭπππ Αȭπππ Αȭπππ 
    
Cash at bank and in hand 112,233 72,958 76,251 

 ---------- ---------- ---------- 
 112,233 72,958 76,251 
 ======== ======== ======== 
 

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.  

 

20. Trade and other payables  

 

 31-Dec-09 31-Dec-08 30-Sep-07 

 Αȭπππ Αȭπππ Αȭπππ 
    
Trade payables 620 13,372 2,899 
Salaries, PAYE & social security 537 282 63 

Other accruals 31,922 16,583 3,546 
 ---------- ---------- ---------- 
 33,079 30,237 6,508 
 ======== ======== ======= 

 

The directors consider that the carrying amount of trade and other payables approximates to their fair 
value. 
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21. Borrowings and Financial Risk Management  

 31-Dec-09 31-Dec-08 31-Dec-07 
  Restated Restated 
 Αȭπππ Αȭπππ Αȭπππ 
Current     
    

Senior Facility 31,200 - - 

    
    
Non-Current     
    
Mezzanine Facility 40,738 39,110 32,904 

Senior Facility 118,950 96,111 - 

Loan Fees  (3,005) (3,560) - 
 ---------- ---------- ---------- 
 156,683 131,611 32,904 
    
Total Borrowings 187,883 131,611 32,904 
 ======== ======== ======== 

 

At 31st December 2009, the Group has committed undrawn facilities of US$ 47,609k (31 December 
2008 US$ 81,901k). 

 

 

Mezzanine Debt Facility 

On 30 June 2007, Valiant Causeway Limited entered into a US$ 45 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 at the balance sheet date was LIBOR +6.5% (6% from inception to 31st December 
2008, 7% from 5th February 2010). 

At 31 December 2009 the value of drawn down funds was US$ 33,667k together with US$ 7,072k of 
accrued interest which has been capitalised to the Causeway asset. At 31 December 2008 the value of 
drawdown funds was $US 33,811k together with $US 5,299k of accrued interest. The facility is secured 
on a share pledge over the CompanyȭÓ ÓÈÁÒÅÓ ÉÎ 6ÁÌÉÁÎÔ #ÁÕÓÅ×ÁÙ ,ÉÍÉÔÅÄ ÁÎÄ 6ÁÌÉÁÎÔ %ØÐÌÏÒÁÔÉÏÎ 
Limited and a first charge over the assets of Valiant Causeway Limited and Valiant Exploration Limited. 

Under the terms of the existing Mezzanine Debt Facility FDP approval on Causeway needs to be 
achieved by 30 June 2010 with First Oil from Causeway by 30 September 2010. 
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Subject to the FDP being achieved, under the current terms this facility would 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 

US$ 4.1 million has been provided being current best estimate of the cost of this premium accruing up 
to 31 December 2009. 

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

During December 2009, the Group reached an agreement with the Bank of Scotland, as Agent for the 
Mezzanine Debt Facility and the lenders to the US$ 200m Senior Debt Facility over the partial 
repayment of the mezzanine loan and a restructuring of the balance of the mezzanine loan. These 
changes have received credit approval from all banks, and are currently in documentation and 
expected to be completed in April 2010. 

The principal changes are as follows 

 The Group will repay an estimated US$ 20.3 million  leaving an estimated outstanding balance of 
US$ 20.4 milli on drawn down (excludes the cash redemption premium). 

 The covenants on the Causeway field will be dropped and replaced with a minimum Mezzanine 
Debt Loan Life Cover Ratio of 1.2:1 and a minimum Mezzanine Debt Field Life Cover Ratio of 
1.15:1 based on the Borrowing Base Assets under the Senior Debt Facility.  These ratios will be 
calculated semi-annually at the same time as the Senior Debt Borrowing Base redetermination. 

 Interest on the outstanding balance will be paid at 12% p.a. over LIBOR and the redemption 
premium arrangements will be cancelled. 

No changes to the security package or term of the Mezzanine Debt Facility are contemplated. 
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Senior Debt Facility 

On 18 December 2007 VNSL as borrower and the other members of the Group as guarantors, entered 
into a US$ 200 mil lion credit facility with HBoS. The Senior Facility provides for a US$ 180 million 
facility  ɉȰ4ÒÁÎÃÈÅ !ȱɊ ÁÎÄ Á $US 20 million cost overrun facility  ɉȰ4ÒÁÎÃÈÅ "ȱɊȢ 4ÈÅ ÆÁÃÉÌÉÔÙ ÉÓ Á 
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 2009 the value of funds drawdown under the Tranche A facility was US$ 149,155k 
(2008 US$ 94,942k) together with US$ 995k (2008 US$ 1,168k) accrued interest. 

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

At 31 December 2009, the value of funds drawdown under the Tranche B facility was £nil. 

Under a change agreed with HBoS Tranche B will be cancelled and HBoS will increase its commitment 
under Tranche A by US$ 20 million .  This is currently in documentation and is part of the restructuring 
arrangements that include the Mezzanine Debt Facility. 

 

Financial Risk Management  

The Group is exposed to liquidity risk, interest rate risk, oil price risk, foreign currency risk and credit 
risk. Credit risk is discussed in note 17. 
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Liquidity risk  

Ultimate responsibility for liquidity risk management rests with the board of directors, which has built 
ÁÎ ÁÐÐÒÏÐÒÉÁÔÅ ÌÉÑÕÉÄÉÔÙ ÒÉÓË ÍÁÎÁÇÅÍÅÎÔ ÆÒÁÍÅ×ÏÒË ÆÏÒ ÔÈÅ ÍÁÎÁÇÅÍÅÎÔ ÏÆ ÔÈÅ 'ÒÏÕÐȭÓ ÓÈÏÒÔ-, 
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. 4ÈÅ 'ÒÏÕÐȭÓ ÌÉÑuidity position and its impact on the going concern assumption 
are further discussed within the Financial Review ÓÅÃÔÉÏÎ ÏÆ ÔÈÅ "ÕÓÉÎÅÓÓ 2ÅÖÉÅ× ÁÎÄ ÉÎ ÔÈÅ $ÉÒÅÃÔÏÒÓȭ 
Report. 

Based on the facilities in place at the balance sheet date, and therefore excluding the impact of 
ÁÇÒÅÅÍÅÎÔÓ ÁÓ ÔÏ ÃÈÁÎÇÅÓ ÉÎ ÔÈÅ 'ÒÏÕÐȭÓ ÄÅÂÔ ÆÁÃÉÌÉÔÉÅÓ ÉÎ ςπρπȡ 

 

At 31 December 2009ȟ ÏÆ ÔÈÅ 'ÒÏÕÐȭÓ ÄÅÂÔ ÆÁÃÉÌÉÔÉÅÓȡ 

 US$ 91.8 million  falls due within 2 years ɀ Senior Facility 

 US$ 58.4 million   falls due within 2-5 years ɀ Senior Facility 

 US$ 40.7 million falls due within 2-5 years ɀ Mezzanine Facility 

 

At 31 December 2008ȟ ÏÆ ÔÈÅ 'ÒÏÕÐȭÓ ÄÅÂÔ facilities: 

 US$ 28.2 million falls due within 2 years ɀ Senior Facility 

 US$ 67.9 million falls due within 2-5 years ɀ Senior Facility 

 US$ 39.1 million falls due within 2-5 years ɀ Mezzanine Facility (excludes redemption premium) 
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Interest rate risk  

The interest rate profile of the GroupȭÓ ÆÉÎÁÎÃÉÁÌ ÁÓÓÅÔÓ ÁÎÄ ÌÉÁÂÉÌÉÔÉÅÓ ÁÔ 31 December 2009 was as 
follows: 

 

 31-Dec-09 31-Dec-08 30-Sep-07 

 Αȭπππ Αȭπππ Αȭπππ 
    
Cash at bank at floating interest rate 112,233 72,958 76,251 
Cash-backed security - 9,521 - 
Bank loans (190,888) (135,221) (32,904) 

 

The Cash at bank at floating interest rates 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.  

As per note 10 the Group capitalises interest on its debt facilities until assets are substantially ready 
for use, as production commenced during year interest costs incurred under the senior facility are no 
longer capitalised. 

The following table sets out the effect a 100 basis point change in interest rate would have on the 
GÒÏÕÐȭÓ ÐÒÏÆÉÔ ÂÅÆÏÒÅ ÔÁØ ÐÏÓÉÔÉÏÎȡ 

 

 2009  2008  2007 

 Αȭπππ Αȭπππ Αȭπππ 

Change in interest expense  748 - - 

 

 

Oil price risk  

Oil price risk is measured by the exposure of the Company to changes in commodity prices. During 
2009 production was not hedged, therefore any change in the oil price was fully realised in the income 
statement as oil was produced and sold. 

!Ó ÄÉÓÃÕÓÓÅÄ ÉÎ ÔÈÅ Ȭ"ÕÓÉÎÅÓÓ 2ÅÖÉÅ×ȭ ÓÅÃÔÉÏÎ, the Group has decided not to engage in any oil price risk 
management until production rates from the Don Fields have stabilised. 

Accordingly the Group holds no financial instruments that are directly sensitive to oil price risk.  
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 Foreign currency risk  

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

The carrying amount ÏÆ ÔÈÅ 'ÒÏÕÐȭÓ ÆÏÒÅÉÇÎ ÃÕÒÒÅÎÃÙ-denominated assets / liabilit ies were as follows: 

  Sterling   US Dollars 
   Equivalent  
  Ζȭπππ Αȭπππ 
31 December 2008             
Cash at hand and at bank  38,039 54,692 
Trade creditors  (8,072) (11,606) 
Trade debtors  671 965 
Other receivables  3,196 4,595 
  ====== ====== 
31 December 2009     
Cash at hand and at bank  31,434 50,763 
Trade creditors 

 
(380) (613) 

Trade debtors 
 

244 394 
Other receivables 

 
70 113 

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

The following table demonstrates sÅÎÓÉÔÉÖÉÔÉÅÓ ÏÎ ÔÈÅ 'ÒÏÕÐȭÓ ÐÒÏÆÉÔ 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 profit  before tax (and equity) is as follows: 

 

 5% Reduction in  
GBP Strength  

5% Increase in  
GBP Strength  

Year ended 31 December 2009  2,533 decrease in profit  2,533 increase in profit  

Period  ended 31 December 2008  2,432 increase in loss 2,432 decrease in loss 

 

 

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

&ÏÌÌÏ×ÉÎÇ ÔÈÅ ÃÈÁÎÇÅ ÉÎ ÔÈÅ 'ÒÏÕÐȭÓ ÆÕÎÃÔÉÏÎÁÌ ÁÎÄ ÐÒÅÓÅÎÔÁÔÉÏÎÁÌ ÃÕÒÒÅÎÃÙ ÉÎ ÔÈÅ ÙÅÁÒȟ ÔÈÅ ÁÂÏÖÅ 
ÁÎÁÌÙÓÉÓ ÉÓ ÐÒÅÓÅÎÔÅÄ ÂÙ ÒÅÆÅÒÅÎÃÅ ÔÏ ÔÈÅ 'ÒÏÕÐȭÓ ÎÅ× 53 $ÏÌÌÁÒ ÆÕÎÃÔÉÏÎÁÌ ÃÕÒÒÅÎÃÙȢ  
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22. Long-Term Provision  

 

Decommissioning p rovision  as at 31 December 2009  

 31-Dec-09 31-Dec-08 30-Sep-07 
  Restated Restated 
 Αȭπππ Αȭπππ Αȭπππ 
    
Opening balance 15,141 - - 
Unwinding on discounting provisions 886 - - 
Additions in the year/period  17,338 15,141 - 
 ---------- ---------- ---------- 
Closing balance 33,365 15,141 - 

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

The Group is recognises a decommissioning provision in relation to both of the Don Fields. The 
provision is based on the discounted net present value of the ÏÐÅÒÁÔÏÒȭÓ ÁÓÓÅÓÓÍÅÎÔ ÏÆ ÔÈÅ ÏÂÌÉÇÁÔÉÏÎ 
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. 

 

Other Provisions  as at 31 December 2009 

Other long term provisions refer to discounted deferred consideration (US$ 1.9 million) and the 
Mezzanine redemption premium (US$ 4.1 million). 
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23. Share capital and share premium account  

   
(a) Authorised    
   

The Company has chosen to apply the revised legislation from the 2006 Companies Act and removed 
the requirement for an Authorised Share Capital. 

 

(b) Allotted equity share capital and share 
premium  

Premium  

  

 

Equity share capital 

Allotted and fully paid 

Share 
Premium 

 No. $ȭπππ $ȭπππ 
Ordinary shares of £0.02555556    
    
At 1 October 2007 19,578,731 1,019 121,060 
    
- March 2008 public issue 6,666,667 345 101,200 
Brokerage, legal and professional fees + expenses - - (5,784) 
Currency Translation adjustment  - (400) (63,493) 
 -------------- ---------- ---------- 
At 31 December 2008 26,245,398

8 
964 152,983 

    
- October 2009 public issue 12,547,170 525 108,468 
Brokerage, legal and professional fees + expenses   (4,193) 
Share Options 229,000 10 942 
 -------------- -------- ---------- 
At 31 December 2009 39,021,568 1,499 258,200 
 ======== ===== =======

=  
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24. Cash flows utilised in operating activities  

 31-Dec-
09 

31-Dec-08 
  Restated 
 Αȭπππ Αȭπππ 
   
Profit/( loss) for the year/ period before tax 10,510 (96,426) 
Adjustments for:   
Depletion, depreciation and amortisation 19,301 382 
Inventory (2,891) - 

Finance revenues (649) (4,752) 

Exploration write offs 517 54,248 

Share option expense 2,193 4,050 

Exchange rate (loss)/gain  (3,751) 32,791 

Finance costs 4,830 30 
 ---------- ---------- 
Operating cash flow prior to working capital 30,060 (9,677) 

Increase in trade and other receivables (10,384) (1,210) 

Decrease/(Increase) in other current assets 207 (159) 
Increase in trade and other payables 3,513 (363) 

 ---------- ---------- 
Net cash inflow/(outflow)  from operating activities 23,396 (11,409) 

 =======
= 

======== 
 

25. Contingent liabilities  

The following success fees will be payable to Mr Joe Boztas in respect of UK Seaward Licence P1629, 
Block 30/18b (including the Viola prospect). 

 The Company shall pay the Contractor a one-ÏÆÆ ÓÕÃÃÅÓÓ ÆÅÅ ɉȰÔhe First SuÃÃÅÓÓ &ÅÅȱɊ of £250,000 
in respect of the first well where such well tests oil at flow rates over 1,000 bopd or gas at over 5 
mmcfd. 

 If a FDP is submitted to DECC, the Company shall pay the Contractor a one-off success fee on a 
sliding scale basis as follows ɉÔÈÅ Ȱ3ÅÃÏÎÄ 3ÕÃÃÅÓÓ &ÅÅȱɊȡ 

 

Recoverable Reserves (per FDP) Second Success Fee 

less than 10 mmbo £250,000 

10 ɀ 20 mmbo £500,000 

greater than 20 mmbo £750,000 

 

 A net ÐÒÏÄÕÃÔÉÏÎ ÓÕÃÃÅÓÓ ÆÅÅ ÏÆ Ζυππȟπππ ɉÔÈÅ Ȱ.0) &ÅÅȱɊ ×ÉÌÌ ÂÅ ÐÁÉÄ ÉÎ ÒÅÓÐÅÃÔ ÏÆ ÅÁÃÈ υ ÍÉÌÌÉÏÎ 
barrels of oil produced for which a Second Success Fee has already been paid. 
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26. Related party transactions  

The only related party transactions in the year were payments made to companies where either 
ÃÕÒÒÅÎÔ ÏÒ ÐÒÅÖÉÏÕÓ ÄÉÒÅÃÔÏÒÓ ÈÅÌÄ ÁÎ ÉÎÔÅÒÅÓÔȢ 4ÈÅÓÅ ÔÒÁÎÓÁÃÔÉÏÎÓ ÁÒÅ ÄÉÓÃÌÏÓÅÄ ÉÎ ÔÈÅ $ÉÒÅÃÔÏÒÓȭ 
Remuneration Report. 

 

27. Capital Commitments  

At 31st December 2009, the Group has outstanding capital commitments on the following: 

 West Don Phase I Development ɀ US$ 1.1 million net 

 West Don Phase II Development ɀ US$ 1.2 million net 

 Don Southwest Phase I Development ɀ US$ 14.0 million net 

 Don Southwest Phase II Development ɀ US$ 21.0 million net  

 

28. Operating Lease 

Operating lease arrangements 

The Group as lessee 

 31-Dec-09 31-Dec-08 30-Sep-07 
  Restated Restated 
 Αȭπππ Αȭπππ Αȭπππ 
    

Minimum lease payments under operating leases 
recognised as an expense in the year/period  166 186 91 

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

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-09 31-Dec-08 30-Sep-07 
  Restated Restated 
 Αȭπππ Αȭπππ Αȭπππ 
    
Within one year 172 152 108 
In the second to fifth years inclusive - 178 324 
After five years - - - 
 ---------- ---------- ---------- 
 172 330 432 
 ====== ====== ====== 

 
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.  
Current lease arrangements expire within the next twelve months. 
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29. 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 CompanyȭÓ ÓÈÁÒÅÓ ÏÎ ÔÈÅ ÄÁÔÅ ÏÆ ÇÒÁÎÔȢ 4ÈÅ ÖÅÓÔÉÎÇ ÐÅÒÉÏÄ 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: 

 

 31 December 200 8 31 December 200 9 
     
 Number 

of share 
options  

Weighted 
average 
exercise 
price (in 

£) 

Number 
of share 
options  

Weight ed 
average 
exercise 
price (in 

£) 

Outstanding at beginning of period/year  1,938,000 3.86 3,832,000 6.45 

Granted during the period/year  1,894,000 5.09 202,500 6.44 

Exercised during the period/year  - - (229,000) 2.50 

Forfeited during the period/year  - - (159,000) 7.01 

     Outstanding at the end of the period/year  3,832,000 6.45 3,646,500 5.76 

     Exercisable at the end of the period/year  1,175,000 3.00 2,220,000 4.55 

     
      

3 employees have exercised a total of 229,000 share options on 20th October 2009 (2008: nil). 

The options outstanding at 31 December 2009 had a weighted average exercise price of £5.76, and a 
weighted average remaining contractual life of 7.97 years. 

In the year ended 31 December 2009, options were granted on 11 May 2009, 16 October 2009, and 30 
October 2009. The aggregate of the estimated fair values of the options granted on those dates is £0.5 
million  (US $ 0.9 million). 

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, 
11February 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 £4.04 million  (US $ 5.8 
million) . 
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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 
ÂÁÓÅÄ ÏÎ ÍÁÎÁÇÅÍÅÎÔȭÓ ÂÅÓÔ ÅÓÔÉÍÁÔÅȟ ÆÏÒ ÔÈÅ ÅÆÆÅÃÔÓ ÏÆ ÎÏÎ-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-ÄÁÙ Ȱ3Ǫ0 υππȱ ÉÎÄÅØȢ Shares issued during 2009 were determined by reference to the 
average of the 90-day Company volatility and the volatility of a basket of peer group companies, 
options  issued in May at volatility of 70% whilst options as at October at a volatility of 60%.  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 US$ 2,193,000 (2008 US$ 4,050,000) related to equity-settled 
share-based payment transactions which have been charged to the ESOP reserve within equity. 

Options granted pre 31 December 2008 have been restated using an exchange rate of £1 = $1.4378. 
Options granted during the year ended 31 December 2009 are translated at the FT.com fx rate 
prevailing on the date of grant. 

 

30. Post balance sheet events 

Reference should be made to the post year end discussions and agreement referred to in note 21 in 
respect of the Mezzanine financing arrangements. 

Reference should also be made to the Development Assets section within the Chairman and Chief 
%ØÅÃÕÔÉÖÅȭÓ 2ÅÖÉÅ× ÅØÐÌÁÉÎÉÎÇ ÔÈÅ ÄÅÔÁÉÌÓ ÉÎ ÒÅÓÐÅÃÔ ÏÆ ÔÈÅ #ÏÎÄÉÔÉÏÎÁÌ ,ÅÔÔÅÒ !ÇÒÅÅÍÅÎÔ ÔÏ ÁÃÑÕire 
Antrim Causeway (NI) Limited. 
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Notes 

31-Dec-09 
Αȭπππ 

 

31-Dec-08 
Αȭπππ 

30-Sep-07 
Αȭπππ 

   
Non-current assets         
Investments  1,445 1,445 2,047 
Intangible assets 5 18 129 198 
Property, plant and equipment 6 221 277 155 
Group receivables 7 176,560 78,557 49,853 

  -------------- -------------- -------------- 
  178,244 80,408 52,253 

Current assets       
Trade and other receivables 8 604 1,097 358 
Cash and cash equivalents 9 74,800 72,958 76,252 

  -------------- -------------- -------------- 
  75,404 74,055 76,610 
  -------------- -------------- -------------- 

Total assets  253,647 154,463 128,863 
  -------------- -------------- -------------- 

Current liabilities         
Trade and other payables 10 (1,636) (13,845) (3,945) 

  -------------- -------------- -------------- 
  (1,636) (13,845) (3,945) 

  -------------- -------------- -------------- 
Net current assets   73,768 60,222 72,665 
  -------------- -------------- -------------- 
Non-current liabilities      
Deferred tax liability  (18) (44) - 
  -------------- -------------- -------------- 
  (18) (44) - 

Total liabilities   (1,654) (13,889) (3,945) 
  -------------- -------------- -------------- 
Net assets  251,994 140,574 124,918 
  =========

= 
========

== 
========

== Equity      
Share capital 11 1,499 964 1,019 
Share premium 11 258,200 152,984 121,060 
ESOP reserve  6,128 4,194 1,585 
Accumulated (loss) / profit  12 (13,833) (17,568) 1,254 
  -------------- -------------- -------------- 
Total equity attributable to equity holders of 
the parent   251,994 140,574 124,918 

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

The financial statements were approved by the board of directors and authorised 
for issue on 30th March 2010.  They were signed on its behalf by: 

SN Edgley, Finance Director      

30th March 2010 
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Share 
capital 
Αȭπππ 

Share 
premium 
Αȭπππ 

 
%ÍÐȭÅÅ 

Share 
Option 

Plan 
Αȭπππ 

 
Retained  

deficit  
Αȭπππ 

Total  
Αȭπππ 

Opening equity as at 1 October 
2007  1,019 121,060 1,585 1,254 124,918 

Loss for the period - - - (24,283) (18,441) 

Share capital issued net of expenses 345 95,416 - - 95,761 

ESOP reserve movement - - 4,049 - 4,049 

Currency Translation adjustment (400) (63,492) (1,440) 5,461 (65,713) 

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

-------------- -------------- 
At 31 December 2008  964 152,984 4,194 (17,568) 140,574 
      

Profit  for the year - - - 3,475 3,475 

Share capital issued net of expenses 536 105,217 - - 105,753 

ESOP reserve movement - - 2,194 - 2,194 

Transfer between reserves   (260) 260 - 
 ------------ ------------ ----------

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

Closing equity attributable to the 
#ÏÍÐÁÎÙȭÓ ÅÑÕÉÔÙ ÈÏÌÄÅÒÓ 1,500 258,200 6,128 (13,833) 251,994 

 ====== ====== ====== ======= ======= 
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  Year Ended 15 months 
to   Notes 31-Dec-09 31-Dec-08 

   Restated 
  Αȭπππ Αȭπππ 
    
Net cash (outflow)/inflow  from operating activities 13 

19 

(9,498) 836 
  ------------ ------------ 
Investing activities     

Purchase of intangible assets  (3) (255) 
Purchase of property plant and equipment  (43) (335) 

Investments in receivables from Group companies 
 

(98,002) (68,901) 

Interest received  505 4,127 
  ------------ ------------ 
Net cash provided by investing activities  (97,543) (65,364) 
  ------------ ------------ 
Financing activities     

Proceeds from issue of share capital  105,752 95,761 

Income tax paid  - (419) 
Interest paid  (316) (30) 
  ------------ ------------ 
Net cash from financing activities  105,436 95,312 
  ------------ ------------ 
Net (decrease)/ increase in cash and cash 
equivalents  

 (1,605) 30,784 
    
Cash and cash equivalents at beginning of period   72,958 53,812 

Effect of foreign exchange rate changes  3,447 (11,638) 

  ------------ ------------ 
Cash and cash equivalents at end of year   74,800 72,958 
  ======== ======== 

 

Movements on receivables due from subsidiary entities have been classified as investing 
activities in both the current and prior periods. 
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1. Significant accounting policies  

The separate financial statements of the Company are presented as required by the 
Companies Act 2006.  As permitted by that Act, the separate financial statements have 
been prepared in accordance with International Financial Reporting Standards. 

The financial statements have been prepared on the historical cost basis with the 
exception of accounting for share-based payments. The principal accounting policies 
adopted are consistent with those set out in note 2 to the consolidated financial 
statements. 

Investments in subsidiaries are stated at cost less, where appropriate, provisions for 
impairment. 

 

2. Critical accounting judgements and key sources of estimation uncertainty  

The CompÁÎÙȭÓ ÆÉÎÁÎÃÉÁÌ ÓÔÁÔÅÍÅÎÔÓ ÁÒÅ Áffected by key judgements and sources of 
estimation uncertainty affecting the Group, as described in note 4 to the consolidated 
financial statements. 

4ÈÅ ÒÅÃÏÖÅÒÁÂÉÌÉÔÙ ÏÆ ÃÅÒÔÁÉÎ ÏÆ ÔÈÅ #ÏÍÐÁÎÙȭÓ ÉÎÖÅÓÔÍÅÎÔÓ ÁÎÄ ÒÅÃÅÉÖÁÂÌÅÓ ÆÒÏÍ 
subsidiary entities may be affected by these uncertainties. 

 

3.  Loss attributable to  the Company 

The profit for the financial year dealt with in the accounts of the Company was US$ 3.5 
million  (2008 - loss US$ 24.3 million). As provided by Section 408 of the Companies Act 
2006, no income statement is presented in respect of the Company. 
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4. Taxation on loss on ordinary activities  

 

Analysis of charge in period  

The tax charge comprises: 

 

 Year Ended  15 months to  
 31-Dec-09 31-Dec-08 
  Restated 
 Αȭπππ Ζȭπππ 
Current tax   
UK corporation tax - - 
Adjustments in respect of previous periods - (418) 
 ---------- ---------- 
Total current tax - (418) 

)  ======= ======= 
 

Deferred tax   
Timing differences origination and reversal 4 (42) 

Adjustments in respect of prior year 23 (17) 
 ---------- ---------- 
Total deferred tax 27 (59) 
 ---------- ---------- 
   
Total tax credit /(charge)  27 (477) 

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

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

 

 Year 
ended 

15 months to  
 31-Dec-09 31-Dec-08 
  Restated 
 Αȭπππ Αȭπππ 
   
Profit/ (Loss) before tax 3,448 (23,805) 
 ---------- ---------- 
Tax charge/(credit)  at UK Corporation Tax rate of    
50% (2008: 50%) 1,724 (11,902) 
   
Effect on tax credit of:   
Group relief claimed (3,957) (6,112) 

Adjustments in respect of previous periods (23) 449 

Expenses not deductible for tax purposes 2,224 18,092 

Tax effect of rate difference for UK ring fence trade 5 (49) 

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

Current-year tax (credit) / charge (27) 477 

 ======== ======== 
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5.  Intangible assets 

 

 
 Software 

Licences Total  

  $ȭπππ $ȭπππ 
Cost    
At 1 October 2007 (restated)  302 302 
Additions  273 273 
Translation Adjustments  (169) (169) 
  ---------- ---------- 
At 31 December 2008 (restated)  406 406 
Additions  3 3 
  ---------- ---------- 
At 31 December 2009  409 409 
    
Amortisation     
At 1 October 2007 (restated)  (104) (104) 

Charge for the period  (289) (289) 

Translation adjustments  115 115 

  ---------- ---------- 
At 31 December 2008 (restated)  (278) (278) 
Charge for the year  (113) (113) 

  ---------- ---------- 
At 31 December 2009  (391) (391) 
    
Carrying Amount     

At 31 December 2009  18 18 
At 31 December 2008  128 128 
At 30 September 2007  198 198 

 

 

Intangible assets are carried at historical cost of acquisition after deduction of accumulated 
depreciation. 

 

Depreciation of these assets is calculated on a straight-line basis as follows: 

Software Licences: 2 years 



86 

 

Valiant Petroleum plc 

 

 

Notes to the Company financial statements 

Year ended 31 December 2009 

 

 

6.  Property, plant and equipment  

 

 
Fixtures & 

Fittings  
Office 

Equipment  
Computer 
Hardware  

Leasehold 
Improvements  TOTAL 

 $ȭπππ $ȭπππ $ȭπππ $ȭπππ $ȭπππ 

Cost      

At 1 October 2007 (restated) 31 2 152 - 185 

Additions 16 6 65 275 362 

Disposals - - (2) - (2) 

Translation adjustments (14) (2) (64) (81) (161) 

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

At 31 December 2008 
(restated) 

33 6 151 194 384 

Additions - - 44 - 44 

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

At 31 December 2009 33 6 195 194 428 

      

Accumulated depreciation       

At 1 October 2007 (restated) (2) - (26) - (28) 

Charge for the period (10) (2) (79) (33) (124) 

Translation adjustments 3 1 31 10 45 

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

At 31 December 2008 
(restated) 

(9) (1) (74) (23) (107) 

Charge for the year (6) (3) (53) (37) (100) 

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

At 31 December 2009 (15) (4) (127) (60) (207) 

      

Carrying Amount       

At 31 December 2009 18 2 68 133 221 

At 31 December 2008 24 5 77 171 277 

At 30 September 2007 29 2 126 - 157 

 

 

Property, plant and equipment are carried at historical cost of acquisition or construction after 
deduction of accumulated depreciation. 

 

Depreciation of these assets is calculated on a straight-line basis as follows: 

Fixtures & Fittings:  5 years 
Office Equipment:  3 years 
Leasehold Improvements: 5 years 
Computer Hardware:  3 years 
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7. Receivables from Group companies  
 31-Dec-09 31-Dec-08 30-Sep-07 
 Αȭπππ Αȭπππ Αȭπππ 
    

Receivables from Group companies 196,833 98,832 49,853 
Provision for doubtful debt (20,273) (20,273) - 
 ---------- ---------- ---------- 

Receivables from Group companies, net 176,560 78,557 49,853 
 ======== ======== ======== 

 

4ÈÅ #ÏÍÐÁÎÙȭÓ ÐÒÉÎÃÉÐÁÌ ÆÉÎÁÎÃÉÁÌ ÁÓÓÅÔÓ ÁÒÅ ÒÅÃÅÉÖÁÂÌÅÓ ÆÒÏÍ 'ÒÏÕÐ ÃÏÍÐÁÎÉÅÓȢ 
Recoverability of these balances is affected by risks and uncertainties described in note 17 
to the consolidated financial statements. 

During the period ended 31 December 2008, the Company established a provision of 
$20,273k in relation to a receivable due from its wholly-owned subsidiary Valiant 
Causeway Limited. 

 

8. Trade and other receivables  
 31-Dec-09 31-Dec-08 30-Sep-07 
 Αȭπππ Αȭπππ Αȭπππ 
    

Trade accounts receivable 260 361 - 
VAT receivable 113 273 6 
Accrued interest 27 216 173 
Rent deposit 54 45 63 
Prepayments 150 202 116 
 ---------- ---------- ---------- 
 604 1,097 358 
 ====== ====== ====== 

 

9. Cash and cash equivalents 
 31-Dec-09 31-Dec-08 30-Sep-07 
 Αȭπππ Αȭπππ Αȭπππ 
    

Cash and cash equivalents 74,800 72,958 76,252 
 ======== ======== ======== 

 

These comprise cash held by the Company and short-term bank deposits with an original 
maturity of three months or less. The carrying amount of these assets approximates their 
fair value. 
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10. Trade and other payables  
 31-Dec-09 31-Dec-08 30-Sep-07 
 Αȭπππ Αȭπππ Αȭ000 
    Trade payables 620 13,371 2,899 

Salaries, PAYE & social security 537 282 63 

Accruals and deferred income 479 180 982 
 ---------- ---------- ---------- 
 1,636 13,833 3,944 
 ======== ======== ======== 
 

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

 

11. Share capital and share premium account  

The movements on these items are disclosed in note 23 to the consolidated financial 
statements. 

 

12.  Retained earnings  

 $ȭπππ 
  
Balance at 1 October 2007 (restated) 1,254 
Net loss for the period (24,283) 
Translation adjustment 5,461 
  

Balance at 31 December 2008 (restated) (17,568) 
Net profit for the year 3,475 
Movement between reserves 260 
  

 (13,833) 
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13.  Cash flows utilised in operating activities  

 Year Ended  15 months 
to  31-Dec-09 31-Dec-08 

  Restated 
 Αȭπππ Αȭπππ 
   

Profit / (loss) for the year/ period before tax 3,447 (23,806) 
Adjustments for:   
Depletion, depreciation and amortisation 214 383 
Finance revenues (316) (4,251) 
Provision for Group company receivable - 26,696 
Share option expense 2,193 4,050 
Exchange rate gain (3,447) (913) 
Finance costs 316 30 
 ---------- ---------- 
Operating cash flow prior to working capital 
movements 

2,407 2,189 
   
Increase in trade and other receivables 99 (830) 
Increase in other current assets 205 (159) 
Increase / (Decrease) in trade and other payables (12,209) (364) 
 ---------- ---------- 
Net cash (outflow)/inflow  from operating activities (9,498) 836 

 ====== ====== 
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14. Financial risk management  

4ÈÅ #ÏÍÐÁÎÙȭÓ ÐÒÉÎÃÉÐÁÌ ÆÉÎÁÎÃÉÁÌ ÉÎÓÔÒÕÍÅÎÔÓ ÁÒÅ ÃÁÓÈȟ ÉÎÔÅÒÃÏÍÐÁÎÙ ÒÅÃÅÉÖÁÂÌÅÓ ÁÎÄ ÔÒÁÄÅ 
receivablesȢ 4ÈÅ #ÏÍÐÁÎÙȭÓ ÆÉÎÁÎÃÉÁÌ ÒÉÓË ÍÁÎÁÇÅÍÅÎÔ ÐÒÏÃÅÄÕÒÅÓ ÁÒÅ ÔÈÅ ÓÁÍÅ ÁÓ ÔÈÏÓÅ ÏÆ the 
Group as set out in note 21 to the Consolidated Financial Statements. 4ÈÅ #ÏÍÐÁÎÙȭÓ ÍÁØÉÍÕÍ 
credit risk exposure in relation to these is US$  251,760k (2008 US$ 152,365k). 

In addition, the CompÁÎÙ ÉÓ Á ÇÕÁÒÁÎÔÏÒ ÉÎ ÒÅÓÐÅÃÔ ÏÆ ÔÈÅ 'ÒÏÕÐȭÓ 53Α τυ ÍÉÌÌÉÏÎ ÍÅÚÚÁÎÉÎÅ Ìoan 
facility with Bank of Scotland (see note 21 to the Consolidated Financial Statements). 

 

15. Related party transactions  

The only related party transactions in the year, other than those disclosed above, were payments 
made to companies where either current or previous directors held an interest. These 
ÔÒÁÎÓÁÃÔÉÏÎÓ ÁÒÅ ÄÉÓÃÌÏÓÅÄ ÉÎ ÔÈÅ $ÉÒÅÃÔÏÒÓȭ 2ÅÍÕÎÅÒÁÔÉÏÎ 2ÅÐÏÒÔȢ  


