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to certain exceptions, the Ordinary Shares may not, directly or indirectly, be offered or sold within Canada, Australia, the Republic of South Africa, Japan or the
Republic of Ireland or to or for the account or benefit of any person resident in Canada, Australia, Japan, the Republic of South Africa or the Republic of Ireland.
The Ordinary Shares have not been and will not be registered under the Securities Act or with any securities regulatory authority of any state or other jurisdiction
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benefit of, US Persons except in accordance with the Securities Act or an exemption therefrom. Subject to certain exceptions, this Document should not be
distributed, forwarded, transferred, copied or otherwise transmitted to any persons within the United States or to any US Persons.
Forward-looking statements are identified by their use of terms and phrases such as “believe”, “could”, “envisage”, “estimate”, “intend”, “may”, “plan”, “will” or
the negative of those, variations or comparable expressions, including references to assumptions. The forward-looking statements in this Document are based on
current expectations and are subject to risks and uncertainties that could cause actual results to differ materially from these expressed or implied by those
statements.
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EXPECTED TIMETABLE OF PRINCIPAL EVENTS
The following indicative timetable sets out the expected dates for the implementation of the Acquisition,
Placing and Re-admission:
Date of this Document

4 February 2011

Recommencement of trading in the Existing Ordinary Shares on AIM

7.30 a.m. on 4 February 2011

Latest time and date for receipt of form of proxy for the General Meeting

11.30 a.m. on 11 March 2011

HyEx Court Meeting to approve the Scheme

11.00 a.m. on 15 March 2011

HyEx General Meeting

11.15 a.m. on 15 March 2011

General Meeting

11.30 a.m. on 15 March 2011

HyEx Court Hearing (to sanction the Scheme and confirm the
reduction of capital)

5 April 2011

Scheme Effective Date

5 April 2011

Cancellation of admission to trading on AIM of
Existing Ordinary Shares

8.00 a.m. on 6 April 2011

Re-admission and dealings in the Existing Ordinary Shares and
New Ordinary Shares to commence on AIM

8.00 a.m. on 6 April 2011

Crediting of New Ordinary Shares in uncertificated form to
CREST accounts
Latest date for despatch of share certificates in respect of
New Ordinary Shares in certificated form

6 April 2011
19 April 2011

PLACING STATISTICS
Existing Ordinary Shares in issue as at the date of this Document

77,627,835

Number of New Ordinary Shares to be issued:
Consideration Shares

67,513,600

Exercise of New Warrants

2,659,363

Exercise of Options

5,400,000

Placing Shares

41,688,171

Subscription Shares

3,775,500

Number of Ordinary Shares in issue on Re-admission
Placing Price per Ordinary Share

198,664,469
6p

Market capitalisation of the Company on Re-admission
(based on the Placing Price)
Ticker

£11,919,868.14
CLON

ISIN for the Shares

GB00B09WLX62

SEDOL for the Shares

B09WLX6
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DEFINITIONS
In this Document, unless the context requires otherwise, the words and expressions set out below shall bear
the following meanings:
“1985 Act”

the Companies Act 1985

“Acquisition”

the conditional acquisition by the Company of HyEx by way of the
Scheme

“Acquisition Resolution”

Resolution 1 to be considered at the GM

“Act”

the Companies Act 2006

“Admission” or “Re-admission”

admission of the Existing Ordinary Shares and the New Ordinary
Shares to trading on AIM becoming effective in accordance with
Rule 6 of the AIM Rules

“AIM Rules”

the rules of AIM as issued by the London Stock Exchange

“AIM”

the market of that name operated by the London Stock Exchange

“Audit Committee”

the audit committee of the board of Directors from time to time

“Board” or “Directors”

the Directors of the Company whose names appear on page 3 of this
Document

“Broker”

Shore Capital Stockbrokers Limited

“Company” or “Persian Gold”

Persian Gold plc

“Competent Persons’ Reports” or
“CPRs”

the independent reports from Wardell Armstrong LLP, Carta Design
Limited and Servolab which appear in Part 9 of this Document

“Consideration Shares”

the new Ordinary Shares to be issued to HyEx Shareholders
(excluding Persian Gold) on completion of the Acquisition

“Contingent Resources”

are those quantities of petroleum which are estimated, on a given
date, to be potentially recoverable from known accumulations, but
which are not currently considered to be commercially recoverable

“Corporate Governance Code”

the UK Corporate Governance Code on the principles of good
corporate governance and code of best practice published by the
Financial Reporting Council in June 2010

“CREST”

the computer based system and procedures operated by Euroclear
UK & Ireland Limited which enable title to securities to be
evidenced and transferred without a written instrument

“Court”

the High Court of Justice in England and Wales

“Document”

this AIM admission document

“Enlarged Group”

the Group as enlarged by the Acquisition

“Enlarged Issued Share Capital”

the issued ordinary share capital of the Company immediately
following completion of the Acquisition, the Placing, the
Subscription and the allotment of new Ordinary Shares pursuant to
the exercise of New Warrants and Options

“Existing Ordinary Shares”

the 77,627,835 Ordinary Shares in issue at the date of this
Document
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“General Meeting” or “GM”

the general meeting of the Company to consider the Proposals,
notice of which is set out at the end of this Document

“Form of Proxy”

the form of proxy accompanying this Document, for use by
Shareholders in connection with the GM

“Financial Services Authority”

the Financial Services Authority of the United Kingdom

“FSMA”

the Financial Services and Markets Act 2000

“Group” and “Group Company”

the Company and its Subsidiaries, being Persian Gold Kish Co.,
Talaye Zard Pars, Talaye Pars Yazd and the Company’s 30 per cent.
interest in Pan Andean Limited

“HyEx”

Hydrocarbon Exploration plc, a public limited company
incorporated in England and Wales with registered number
07159135 whose registered office is at 20-22 Bedford Row, London
WC1R 4JS

“HyEx Directors”

being James Finn, David Horgan, John Teeling, Jorge Flores and
Mauricio Gonzales

“HyEx Court Meeting”

the court meeting of HyEx Shareholders (and any adjournment
thereof) to approve the Scheme

“HyEx Court Resolution”

the resolution to be proposed at the HyEx Court Meeting to approve
the Scheme

“HyEx General Meeting” or
“HyEx GM”

the general meeting of HyEx Shareholders (and any adjournment
thereof) to be convened for the purposes of considering and, if
thought fit, approving the HyEx Resolutions

“HyEx Group”

HyEx and its Subsidiaries, being Endeavour Oil & Gas Limited and
its Subsidiary Endeavour Oil & Gas Inc., Bolivian Hydrocarbons
Limited and its Subsidiary Petrolex s.a., Pan Andean Oil & Gas
Limited, Hydrocarbon Prospecting Plc, and HyEx’s 30 per cent.
interest in PARL

“HyEx Resolutions”

the resolutions to be proposed at the HyEx GM to implement,
inter alia, the Scheme

“HyEx Options”

the outstanding options to acquire new HyEx Shares granted under
the HyEx Share Option Plan and which are vested and exercisable
in accordance with the rules of the HyEx Share Option Plan

“HyEx Shares”

ordinary shares of £50.00 each in the capital of HyEx

“HyEx Shareholders”

the holders of the HyEx Shares

“HyEx Share Option Plan”

the share option plan established by HyEx on 26 April 2010

“Implementation Agreement”

the implementation agreement dated 22 June 2010 whereby it was
agreed, amongst other things, that the Company would acquire the
entire issued and to be issued share capital of HyEx by way of a
scheme of arrangement under Part 26 of the Act

“Independent Director”

for the purposes of the Acquisition Resolution, Manouchehr Takin

“ISIN”

International Securities Identification Number

“Joint Brokers”

the Broker and Optiva
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“London Stock Exchange”

London Stock Exchange plc

“New Articles”

the articles of association proposed to be adopted by the Company
at the GM

“New Ordinary Shares”

the Consideration Shares, the Placing Shares, the Subscription
Shares and the new Ordinary Shares allotted to the Warrantholders
and holders of Options on the exercise of the New Warrants and
certain Options

“New Warrants”

2,659,363 warrants issued on 4 February 2011 each to subscribe for
one new Ordinary Share at 4p

“Nominated Adviser”

SCC

“Official List”

the Official List of the UK Listing Authority

“Options”

options to subscribe for new Ordinary Shares

“Optiva”

Optiva Securities Limited

“Ordinary Shares” or “Shares”

ordinary shares of 0.25p each in the share capital of the Company

“Pan Andean”

Pan Andean Resources plc

“PARL”

Pan Andean Resources Limited, a Ghanaian incorporated company

“Placees”

the subscribers for Placing Shares pursuant to the Placing

“Placing”

the proposed conditional placing of the Placing Shares at
the Placing Price by SCS or Optiva on behalf of the Company to the
Placees

“Placing Letters”

the letters from SCS or Optiva (as the case may be) on behalf of the
Company to be signed by each investor procured by SCS or Optiva
(as the case may be) wishing to take part in the Placing, to subscribe
for Placing Shares pursuant to the Placing, setting out the terms on
which they agree to subscribe

“Placing Price”

6p per Placing Share, being the price at which each Placing Share
is to be issued under the Placing

“Placing Shares”

41,688,171 new Ordinary Shares to be issued by the Company
pursuant to the Placing

“Proposals”

the proposals to be considered at the General Meeting, being the
approval of the Acquisition, the authority to allot new Ordinary
Shares, the amendment and adoption of new articles of association
and the proposed change of name of the Company

“Prospective Resources”

are those quantities of petroleum which are estimated on a given
date, to be potentially recoverable from undiscovered
accumulations

“Prospectus Rules”

the Prospectus Rules published by the FSA from time to time

“Remuneration Committee”

the remuneration committee of the board of Directors from time to
time

“Resolutions”

the resolutions in the notice of General Meeting set out at the end of
this Document to approve, inter alia, the Acquisition
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“SCC”

Shore Capital & Corporate Limited

“SCS”

Shore Capital Stockbrokers Limited

“Scheme”

the scheme of arrangement proposed to be made between HyEx and
HyEx Shareholders pursuant to Part 26 of the Act pursuant to
which, amongst other things, Persian Gold will acquire the Scheme
Shares in consideration of the allotment of the Consideration Shares
to the holders of the Scheme Shares, with or subject to any
modification, addition or condition approved or imposed by the
Court and agreed by the parties to the Implementation Agreement

“Scheme Effective Date”

the date on which the Scheme becomes effective in accordance with
its terms

“Scheme Record Time”

6.00 p.m. on the business day immediately preceding the Scheme
Effective Date

“Scheme Shares”

HyEx Shares, being:
(i)

the 25,537 ordinary shares in issue at the date of this
Document;

(ii)

ordinary shares (if any) issued after the date of this
Document and prior to the Voting Record Time; and

(iii)

ordinary shares (if any) issued on or after the Voting Record
Time and at or prior to the Scheme Record Time either on
terms that the original or any subsequent holders thereof
shall be bound by the Scheme or in respect of which shares
the holder thereof shall have agreed in writing to be bound by
the Scheme,

less any HyEx Shares held (whether legally or beneficially) by
Persian Gold or its nominee(s)
“Servolab”

Servolab Services & Oil Laboratories Srl

“Servolab Report”

the report prepared by Servolab in respect of the Enlarged Group’s
interests in Bolivia set out in Part 9

“Shareholders”

holders of Ordinary Shares

“Share Option Scheme”

the share option scheme of the Company, a summary of which is set
out in paragraph 5 of Part 10 of this Document

“Shore Capital”

SCC and/or SCS as the context permits

“Subscription Shares”

3,775,500 New Ordinary Shares for which the Company has
received subscriptions

“Subsidiary”

as defined in section 1159 of the Act and Subsidiaries shall be
construed accordingly

“Takeover Code”

the City Code on Takeovers and Mergers

“Tano Agreement”

the agreement between the Government of Ghana (represented by
the Minister for Energy) and Ghana National Petroleum
Corporation on the one part and PARL on the other part dated
December 2008 as renegotiated on 27 January 2010 and which
remains subject to ratification by the Ghanaian parliament
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“UK”

the United Kingdom of Great Britain and Northern Ireland

“UK Listing Authority” or “UKLA”

the FSA acting in its capacity as the competent authority for the
purposes of Part VI of FSMA

“US$” or “USD”

United States dollars, the lawful currency of the US

“Voting Record Time”

the time fixed by the Court and HyEx for determining the
entitlement to vote, respectively, at the HyEx Court Meeting and the
HyEx GM as set out in the respective notices thereof

“Warrantholders”

holders of New Warrants

“£”

pounds sterling, being the lawful currency of the UK

Notes:
For the purposes of this Document, the US$:£ exchange rate has been taken as US$1.614:£1, being the rate as at the close of business
on 1 February 2011. All amounts shown in this Document are pounds and pence sterling unless stated otherwise.
Any reference to any statute, statutory provision or to any order or regulation shall be construed as a reference to that statute, provision,
order or regulation as extended, modified, amended, replaced or re-enacted from time to time (whether before or after the date of this
Document) and all statutory instruments, regulations and orders from time to time made thereunder or deriving validity therefrom.
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GLOSSARY OF TECHNICAL TERMS
The following glossary of technical terms applies throughout this Document unless the context requires
otherwise:
Term

Meaning

Units

“°C”

Degrees Celsius

“2D”

Two dimensional

“3D”

Three dimensional

“AAS”

Atomic Adsorption Spectrometry; chemical
technique used to determine the concentration of a
specific metal element in a sample

“acid”

Igneous or volcanic rock containing more than
about 60% silica (SiO2) by weight, most of the
silica being in the form of silicate minerals, but
with the excess of about 10% being free quartz

“Ag”

Chemical symbol for the element silver

“alkaline”

Any strongly basic substance, such as a hydroxide
or carbonate of an alkali metal (e.g., sodium,
potassium)

“alteration”

Changes in the chemical or mineralogical
composition of a rock, generally produced by
weathering or hydrothermal solutions

“alunite”

A trigonal mineral, KAl3(OH)6(SO4)2; massive
or disseminated; formed from sulphuric acid
acting on potassium feldspar in volcanic regions

“amphibole”

A mineral group characterised by double chains of
silica tetrahedra, in the orthorhombic or
monoclinic crystal systems

“andesite”

Fine-grained igneous rock with no quartz or
orthoclase, composed of about 75% plagioclase
feldspars, balance ferromagnesian silicates

“antimony”

An extremely brittle metal with a flaky, crystalline
texture; chemical symbol, Sb

“API”

American Petroleum Institute

“Arc (Island Arc)”

Series of volcanoes that lie on the continental side
of an oceanic trench, resulting from the subduction
process

“argillic”

Pertaining to clay or clay minerals; e.g., argillic
alteration in which certain minerals of a rock are
converted to minerals of the clay group

“artisanal”

Small-scale miner, or subsistence miner, working
independently for their own resources
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Term

Meaning

Units

“Aster”

Advanced Spaceborne Thermal Emission and
Reflection Radiometer; designed to monitor the
state of Earth’s environment and ongoing changes
in its climate system

“Au”

Chemical symbol for the element gold

“barite”

Orthorhombic mineral, 4(BaSO4); occurs as
masses of crystals with sand and clay (desert
roses); in veins or in residual masses on limestone;
the principal source of barium

“barrel”

barrel(s) of liquid

“barren”

Of rock or vein material containing no minerals of
value

“basalt”

Fine-grained igneous rock dominated by darkcoloured minerals, consisting of plagioclase
feldspars (over 50%) and ferromagnesian silicates

“basement”

Oldest rocks exposed in an area

“bbl”

barrel(s) of liquid

“bbls/d”

Barrels per day

“bcf”

billions of cubic feet of gas

“bcpd”

Barrels of condensate per day

“Best Estimate”

An estimate representing the best technical
assessment of projected volumes. Often associated
with a central, P50 or mean value

“biotite”

“Black mica” ranging in colour from dark brown
to green. Rock-forming ferromagnesian silicate
mineral with tetrahedra in sheets

“boe”

barrels of oil equivalent using a conversion rate of
mscf of gas per bbl of oil

“boepd”

barrels of oil equivalent per day

“bopd”

barrels of oil per day

“breccia”

Clastic rock made up of angular fragments of such
size that an appreciable percentage of rock volume
consists of particles of granule size or larger

“Bscf”

Billions of standard cubic feet

“bwpd”

barrels of water per day

“cadmium”

Soft, bluish-white metal; chemical symbol, Cd

“calc-alkaline”

Said of a series of igneous rocks in which the
weight percentage of silica is between 56 and 61
when the weight percentages of CaO and of
K2O+Na2O are equal
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Term

Meaning

Units

“Cambrian”

Geologic period of time from 590 to 505Ma

“Cenozoic”

An era of geologic time, from the beginning of the
Tertiary (65Ma) period to the present

“CGeol”

Chartered Geologist of the Geological Society

“chalcopyrite”

The mineral sulphide of iron and copper, CuFeS2;
sometimes called copper pyrite or yellow copper
ore

“chargeability”

See IP

“chip samples”

A regular series of rock chips taken either in a
continuous line across an exposure or at uniformly
spaced intervals

“chlorite”

Tetrahedral sheet silicates of iron, magnesium, and
aluminium,
characteristic
of
lowgrade
metamorphism; green colour, with cleavage like
mica

“Condensate”

liquid hydrocarbons which are sometimes
produced with natural gas and liquids derived from
natural gas

“conglomerate”

Detrital sedimentary rock made up of more or less
rounded fragments of such size that an appreciable
percentage of volume of rock consists of particles
of granule size or larger

“Contingent Resources”

Contingent Resources are those quantities of
petroleum estimated, as of a given date, to be
potentially
recoverable
from
known
accumulations, but the applied project(s) are not
yet considered mature enough for commercial
development due to one or more contingencies.
Contingent Resources may include, for example,
projects for which there are currently no viable
markets, or where commercial recovery is
dependent on technology under development, or
where evaluation of the accumulation is
insufficient to clearly assess commerciality.
Contingent Resources are further categorised in
accordance with the level of certainty associated
with the estimates and may be sub-classified based
on project maturity and/or characterised by their
economic status

“COS”

Exploration or geological chance of success. The
probability, typically expressed as a percentage,
that a given outcome will occur

“CPI”

Computer-processed interpretation

“CPR”

Competent Person’s Report

13

Term

Meaning

Units

“crackle

An incipient breccia having fragments parted by
planes of rupture but showing little or no
displacement. It is commonly a chemical deposit

“Cu”

Chemical symbol for copper

“d”

Day

“dacite”

Fine-grained igneous rock with composition
between rhyolite and trachyte

“deposit”

A body of mineralisation that represents a
concentration of valuable metals

“diamond drill” or “diamond core hole” Hole made by a rotary drill using diamond-edged
bits which produces a solid continuous core
sample of the rock
“diamond drilling”

Drilling method which obtains a cylindrical core
of rock by drilling with an annular bit impregnated
with diamonds

“diorite”

Coarse-grained igneous rock with composition of
andesite (no quartz or orthoclase), composed of
75% plagioclase feldspars and balance
ferromagnesian silicates

“disseminated”

Mineral deposit in which the desired minerals
occur as scattered particles in the rock, but in
sufficient quantity to make the deposit an orebody

“dyke”

Sheet-like body of igneous rock which is
discordant, generally steeply dipping

“Eocene”

The epoch of the Tertiary period between the
Palaeocene and Oligocene epochs

“epidote”

Silicate of aluminum, calcium, and iron
characteristic of low-grade metamorphism and
associated with chlorite and albite in greenschist
facies

“epithermal”

Said of a hydrothermal mineral deposit formed
within about 1km of the Earth’s surface and in the
temperature range of 50 to 200°C, occurring
mainly as veins

“fault”

Surface of rock fracture along which there has
been differential movement

“FDP”

Field Development Plan

“Fe”

Chemical symbol for iron

“feasibility

Extensive technical and financial study to assess
the commercial viability of a project
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Meaning

Units

“feldspar”

Most important group of rock forming silicate
minerals, with end-members, alkali feldspar
KalSi2O8, sodium feldspar NaAlSi2O8 and calcium
feldspar CaAlSi2O8

“FGS”

Fellow of the Geological Society

“fire assay”

Dry thermal technique for gold and silver analysis,
requiring a furnace heat; commonly involves the
processes of scorification and cupellation

“flow dome”

Roughly circular mound-shaped protrusion
resulting from the slow eruption of felsic lava
(usually rhyolite and/or dacite) from a volcano

“ft”

Feet

“g/t”

gramme per metric tonne

“gabbro”

Coarse-grained igneous rock with the composition
of basalt

“GDP”

Gross Domestic Product; total value of goods
produced and services provided in a country in one
year

“geochemical”

Prospecting techniques which measure the content
of specified metals in soils and rocks; sampling
defines anomalies for further testing

“geophysics” or “geophysical”

Prospecting techniques which measure the
physical properties (magnetism, conductivity,
density, etc.) of rocks and define anomalies for
further testing

“GIIP”

Gas Initially In Place

“gneiss”

Metamorphic rock with gneissic cleavage.
Commonly formed by metamorphism of granite

“GPRR”

Gross Prospective Recoverable Resources

“grade”

Relative quantity or the percentage of ore mineral
or metal content in an ore body

“granite”

Coarse-grained igneous rock dominated by lightcoloured minerals, consisting of about 50%
orthoclase, 25% quartz, and balance of plagioclase
feldspars and ferromagnesian silicates

“granodiorite”

Coarse-grained igneous rock intermediate in
composition between granite and diorite

“GWC”

Gas-water contact

“h”

Thickness

ft or m
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Meaning

Units

“heap”

Process used for the recovery of metal ore from
weathered low-grade ore. Crushed material is laid
on a slightly sloping, impervious pad and
uniformly leached by the percolation of the leach
liquor trickling through the beds by gravity to
ponds. The metals are recovered by conventional
methods from the solution

“Hg”

Chemical symbol for mercury

“HIIP”

Hydrocarbons Initially in Place

“hornblende”

A rock-forming ferromagnesian silicate mineral
with double chains of silicon-oxygen tetrahedra.
An amphibole

“hydrothermal”

Refers in the broad sense to the process associated
with alteration and mineralisation by a hot
mineralised fluid (water)

“ICP-MS”

Inductively Coupled Plasma - Mass Spectrometry;
type of highly sensitive mass spectrometry that is
capable of the determination of a range of metals
and several non-metals at concentrations below
one part in 1012 (part per trillion)

“igneous”

Said of a rock or mineral that solidified from
molten or partly molten material, i.e., from a
magma

“ignimbrite”

Rock formed by the widespread deposition and
consolidation of ash flows

“intermediate”

Said of an igneous rock that is transitional between
basic and silicic (or between mafic and felsic),
generally having a silica content of 54% to 65%;
e.g. diorite

“intrusive”

Of or pertaining to intrusion - both the processes
and the rock so formed

“IP”

Induced Polarisation; geophysical method
whereby an induced electrical polarisation is
manifested by a decay of voltage in the ground
following the cessation of an excitation current
pulse; measures the the voltage decay or
chargeability

“JORC Code”

Joint Ore Reserve Committee Code; the
Committee is convened under the auspices of the
Australasian Institute of Mining and Metallurgy

“k”

Permeability

mD

“ka”

Air permeability

mD
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Meaning
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“kaolinite”

Clay mineral, hydrous aluminous silicate,
Al4Si4O10(OH)8

“kh”

Permeability-thickness

“km”

kilometres

“km2”

square kilometres

“Kw”

Water Permeability

“Landsat TM”

Landsat Thematic Mapper; provide repetitive
coverage of continental Earth surfaces in the
visible, near-infrared, short-wave, and thermal
infrared formats

“lapilli”

Pyroclastics that may be either essential,
accessory, or accidental in origin, of a size range
that has been variously defined within the limits of
2mm and 64mm

“leached”

A rock that is subject to the process of being
broken down by the action of substances dissolved
in water

“leaching”

see cyanidation

“Lead”

A feature identified on seismic data that has the
potential to become a prospect. Usually a Lead is
associated with poorer quality or limited 2D
seismic data

“leucocratic”

Light-coloured; applied to igneous rocks that are
relatively poor in mafic minerals. Percentage of
mafic minerals necessary for a rock to be classified
as leucocratic varies but is usually given as less
than 30%

“LPG”

Liquified Petroleum Gas

“m, mm”

thousands and million respectively

“Ma”

million years

“Ma”

Million Years

“Magmatic arc”

A line of batholiths or volcanoes. Generally the
line, as seen from above, is curved

“magnetic”

A geophysical technique used to measure the
magnetic susceptibility of rocks

“magnetite”

An iron ore mineral, Fe3O4

“malachite”

Cu2CO3(OH)2; bright green; occurs in oxidized
zones of copper deposits and a source of copper

“manto”

A flat-lying, bedded deposit; either a sedimentary
bed or a replacement stratabound orebody
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Meaning
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“marble”

Metamorphic rock composed essentially of calcite,
dolomite, or a combination of the two, fine to
coarse-grained crystalline texture

“marl”

Calcareous clay or intimate mixture of clay and
particles of calcite or dolomite, usually shell
fragments

“MD”

Measured depth

“mD”

milidarcy

“Mean”

The arithmetic average of a set of values

“mesothermal”

Hydrothermal mineral deposit, formed at great
depth at temperatures of 200-300°C

“Mesozoic”

An era of geologic time, from the end of the
Paleozoic to the beginning of the Cenozoic, about
225Ma to about 65Ma

“metamorphic” or “metamorphosed”

Process whereby rocks undergo physical or
chemical changes or both; agents of
metamorphism are heat, pressure, and chemically
active fluids

“mineral resource”

a concentration or occurrence of material of
intrinsic economic interest in or on the Earth’s
crust in such a form that there are reasonable
prospects for the eventual economic extraction; the
location, quantity, grade geological characteristics
and continuity of a mineral resource are known,
estimated or interpreted from specific geological
evidence and knowledge; mineral resources are
sub-divided into Inferred, Indicated and Measured
categories

“mineralisation”

Process of formation and concentration of
elements and their chemical compounds within a
mass or body of rock

“Miocene”

An epoch of the later Tertiary period, after the
Oligocene and before the Pliocene

“MJ/Sm3”

Mega Joules per standard cubic metre

“MM”

Million

“Mmbo”

Million barrels of oil

“Mmboe”

Million barrels of oil equivalent

“MMscf/d”

Million standard cubic feet per day

“Mo”

Chemical symbol for molybdenum
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Meaning
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“molybdenum”

Silvery-white, very hard, metallic element;
chemical symbol, Mo; does not occur native, but is
obtained principally from molybdenite

“monzonite”

A granular plutonic rock containing equal amounts
of orthoclase and plagioclase, and thus
intermediate between syenite and diorite. Quartz is
minor or absent

“Mt”

Million tonnes

“N/G”

Net to Gross

“NPV”

Net present value

“ODT”

Oil down to

“ºF / ºC”

Degrees Fahrenheit/Centigrade

“Oil in place”

is the total hydrocarbon content of an oil reservoir

“ore”

Naturally occurring material from which a mineral
or minerals of economic value can be extracted
profitably or to satisfy social or political objectives

“orebody”

Mining term to define a solid mass of mineralised
rock which can be mined profitably under current
or foreseeable economic conditions

“orogenic”

Process by which mountain structures develop

“ounce” or “oz”

troy ounce (= 31.1035 grammes)

“OWC”

Oil water contact

“oxide”

near the surface that has been leached by
percolating water carrying oxygen, carbon
dioxide, or other gases

“P/Z”

Reservoir pressure (P) divided by the
compressibility factor (Z), which plotted against
cumulative gas volume produced provides a
simplified material balance analysis for gas fields

“P99”

The probability that a stated volume will be
equalled or exceeded. In this example a 99 per
cent. chance that the actual volume will be greater
than or equal to that stated

“Pb”

Chemical symbol for lead

“PDO”

Plan of Development and Operation

“Permeability”

is a measure of the ease with which fluids will flow
though a porous rock, sediment, or soil.
Measurement unite is in milidarcy mD
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Meaning
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“Phanerozoic”

That part of geologic time represented by rocks in
which the evidence of life is abundant,
i.e. Cambrian and later time

“phreatic”

Pertaining to ground water

“phreato-magmatic”

A magma being in contact with ground water
which is converted to the vapour phase

“phyllic”

Hydrothermal alteration typically resulting from
removal of sodium, calcium, and magnesium from
calc-alkalic rocks, with pervasive replacement of
silicates, muting the original rock texture

“Pliocene”

The period in the geologic timescale that extends
from 5 to 2.5Ma before present and is the second
and youngest epoch of the Neogene Period in the
Cenozoic Era

“plutonic”

Pertaining to igneous rocks (granite or diorite or
gabbro) formed at great depths

“Porosity”

is the ratio of the volume of openings (voids) to the
total volume of material

“porphyritic”

Medium coarse-grained intrusive or volcanic rock
which is conspicuous by containing more than
25% large well-formed crystals by volume

“porphyry”

Igneous rock containing conspicuous phenocrysts
(crystals) in fine-grained or glassy groundmass

“Possible”

reserves are those reserves which are not
“probable” but which on the available evidence
and taking into account technical and economic
factors have a better than 10% chance of being
produced

“potassic”

of, pertaining to, or containing potassium; relating
to or containing potash

“ppg”

pounds per gallon

“Precambrian”

Era before 590Ma

“precious

Gold, silver and platinum group minerals

“Pre-Feasibility Study”

Studies gathering together the information that is
required for a decision whether and how to
proceed further

“Pres”

Reservoir pressure
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Meaning
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“Probable”

reserves are those reserves which are not “proven”
but which on the available evidence and taking into
account technical and economic factors have a
better than 50% chance of being produced

“Producing”

Related to development projects (eg wells and
platforms): Active facilities, currently involved in
the extraction (production) of hydrocarbons from
discovered reservoirs

“propylitic”

The result of low-pressure-temperature alteration
around orebodies

“Prospective Resources”

Prospective Resources are those quantities of
petroleum estimated, as of a given date, to be
potentially recoverable from undiscovered
accumulations by application of future
development projects. Prospective Resources have
both an associated chance of discovery and a
chance of development. Prospective Resources are
further subdivided in accordance with the level of
certainty associated with recoverable estimates
assuming their discovery and development and
may be sub-classified based on project maturity

“Proved or P90”

Proved Reserves are those quantities of petroleum,
which, by analysis of geoscience and engineering
data, can be estimated with reasonable certainty to
be commercially recoverable, from a given date
forward, from known reservoirs and under defined
economic conditions, operating methods, and
government regulations. If deterministic methods
are used, the term reasonable certainty is intended
to express a high degree of confidence that the
quantities will be recovered. If probabilistic
methods are used, there should be at least a 90 per
cent. probability that the quantities actually
recovered will equal or exceed the estimate

“Proved plus Probable or P50”

Probable Reserves are those additional Reserves
which analysis of geoscience and engineering data
indicate are less likely to be recovered than Proved
Reserves but more certain to be recovered than
Possible Reserves. It is equally likely that actual
remaining quantities recovered will be greater than
or less than the sum of the estimated Proved plus
Probable Reserves (2P). In this context, when
probabilistic methods are used, there should be at
least a 50 per cent. probability that the actual
quantities recovered will equal or exceed the 2P
estimate
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“Proved pluc Probable plus Possible
or P10”

Possible Reserves are those additional reserves
which analysis of geo-science and engineering
data suggest are less likely to be recoverable than
Probable Reserves. The total quantities ultimately
recovered from the project have a low probability
to exceed the sum of Proved plus Probable plus
Possible (3P) Reserves, which is equivalent to the
high estimate scenario. In this context, when
probabilistic methods are used, there should be at
least a 10 per cent. probability that the actual
quantities recovered will equal or exceed the 3P
estimate

“Proven”

reserves are those reserves which on the available
evidence and taking into account technical and
economic factors have a better than 90% chance of
being produced

“psi”

pounds per square inch

“PVT”

Pressure Volume Tempurature: Measurement of
the variation in petroleum properties as the stated
parameters are varied

“pyrite”

Mineral compound of iron and sulphur, sulphide
mineral, iron sulphide, chemical symbol FeS2

“pyroclastic”

Being or pertaining to rock fragments produced by
explosive or aerial ejection of ash, fragments, and
glassy material from a volcanic vent

“QA/QC”

Quality Assurance/Quality Control: procedures to
ensure the validity of e.g. drilling, sampling and
analyses

“quartz”

Mineral composed of silicon dioxide

“Recoverable Oil”

Those quantities of oil that are estimated to be
produceable from discovered or undiscovered
accumulations, without factoring the probability
that the given outcome will occur

“Reserves”

Reserves are those quantities of petroleum
anticipated to be commercially recoverable by
application of development projects to known
accumulations from a given date forward under
defined conditions. Reserves must further satisfy
four criteria: they must be discovered, recoverable,
commercial, and remaining (as of the evaluation
date) based on the development project(s) applied.
Reserves are further categorised in accordance
with the level of certainty associated with the
estimates and may be sub-classified based on
project maturity and/or characterised by
development and production status
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“resistivity”

Geophysical technique to measure the electrical
resistance of rocks

“RFT”

Repeat formation test

“RQD”

Rock Quality Designation is a measure of the
degree of jointing or fracture in a rock mass,
measured as a percentage of the drill core in
lengths of 10cm or more

“Sb”

Chemical symbol for the element antimony

“scf”

standard cubic feet of gas measured at 14.7 pounds
per square inch in 60 degrees Fahrenheit

“scfd”

standard cubic feet of gas per day

“schist”

Metamorphic rock dominated by fibrous or platy
minerals

“sedimentary”

Rocks formed from material derived from preexisting rocks by processes of erosion, mass
wasting and weathering

“sericite”

A white, fine-grained potassium mica occurring as
an alteration product of various aluminosilicate
minerals, found in various metamorphic rocks
(esp. in schists and phyllites) or in the wall rocks,
fault gouge, and vein fillings of many ore deposits

“silica”

The chemically resistant dioxide of silicon, SiO2

“silicification”

the introduction of silica into a rock, either filling
pore spaces or replacing preexisting minerals

“specific

Specific gravity; usually means relative density
with respect to water; (the term relative density is
often preferred in modern scientific usage)

“specularite”

A black or grey variety of haematite with
splendant metallic luster, often showing
iridescence; occurs in micaceous or foliated
masses or in tabular or disk-like crystals

“sratovolcano”

A cone-shaped volcano built from alternating
layers of pyroclastics and viscous andesitic lava.
Stratovolcanos tend to be very large and steep

“stb”

stock tank barrel(s)

“stockwork”

Mineral deposit consisting of a three-dimensional
network of planar to irregular veinlets

“strike-slip”

Component of the movement or slip that is parallel
to the strike of the fault; horizontal displacement;
horizontal separation
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“subduction”

Process that takes place at convergent boundaries
by which one tectonic plate moves under another
tectonic plate

“sulphate”

Mineral formed by combination of complex ion
(SO4)2- with positive ion. Common example:
gypsum, CaSO4 · 2H2O

“sulphide”

Mineral containing sulphur in its non-oxidised
form; that part of a sulphide deposit that has not
been oxidised by near-surface waters. Ore which is
in its primary mineralised state and has not
undergone the process of natural oxidation

“Sw”

Water saturation

“t”

metric tonne

“TCF”

Trillion cubic feet of gas at standard distribution
pressure of 14.73 pounds per square inch at 60
degrees fahrenheit

“TD”

Total depth

“Tertiary”

First period of the Cenozoic Era, covered the span
of time between 65Ma and 3 to 2Ma. It is divided
into five epochs: the Paleocene, Eocene,
Oligocene, Miocene, and Pliocene

“tonalite”

An igneous, plutonic (intrusive) rock, of felsic
composition, with phaneritic texture. Feldspar is
present as plagioclase with 10% or less alkali
feldspar. Quartz is present as more than 20% of the
rock

“trachyandesite”

An extrusive rock, intermediate in composition
between trachyte and andesite, with sodic
plagioclase, alkali feldspar, and one or more mafic
minerals (biotite, amphibole, or pyroxene)

“trachyte”

A group of fine-grained, generally porphyritic,
extrusive rocks having alkali feldspar and minor
mafic minerals (biotite, hornblende, or pyroxene)
as the main components, and possibly a small
amount of sodic plagioclase; also, any member of
that group; the extrusive equivalent of syenite

“trench

Sampling of a trench cut through the rock,
generally in the form of a series of continuous
channels (channel samples)

“tuff”

Rock consolidated from volcanic ash

“unrisked recoverable oil”

Those quantities of oil that are estimated to be
produceable from discovered or undiscovered
accumulations, without factoring the probability
that the given outcome will occur

ratio

ft or m
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“vein”

Tabular deposit of minerals occupying a fracture,
in which particles may grow away from the walls
towards the middle

“VoK”

Average velocity function for depth conversion of
time based seismic data, where Vo is the initial
velocity and K provides information on the
increase or decrease in velocity with depth. VoK
therefore provides a method of depth conversion
using a linear velocity field, increasing or
decreasing with depth for each geological zone

“Well Head Gas”

Gas volume before liquid stripping at the separator

“WHP”

Wellhead pressure

“XRD”

X-ray diffraction; method of determining the
arrangement of atoms within a crystal, in which a
beam of X-rays strikes a crystal and diffracts into
many specific directions

“XRF”

X-ray fluorescence; emission of characteristic
“secondary” (or fluorescent) X-rays from a
material that has been excited by bombarding with
high-energy X-rays or gamma rays; widely used
for elemental analysis

“Yanacocha”

A gold mine in Northern Peru

“Zn”

Chemical symbol for zinc
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SUMMARY OF KEY INFORMATION
THE FOLLOWING IS A SUMMARY OF THE PRINCIPAL FEATURES OF THE COMPANY AND
THE PROPOSALS AND SHOULD BE READ AS AN INTRODUCTION TO THE FULL TEXT OF
THIS DOCUMENT.
Introduction and overview of Persian Gold
Persian Gold was incorporated in 2003 as a gold exploration company focused on identifying gold
mineralisation in Iran. The Company was listed on AIM in 2005 since when assets have been added such
that the Group now has interests in three countries: Ghana, Iran and Bolivia.
Ghana
In December 2008, Pan Andean Resources Limited (“PARL”) entered into the Tano Agreement in respect
of the Tano 2A Block oil exploration concession in respect of offshore Ghana. This agreement, which was
renegotiated on 27 January 2010, remains subject to ratification by the Ghanaian parliament. The Company
has a 30 per cent. shareholding in PARL. The Tano 2A Block consists of 1,532km2 of onshore and shallow
near-shore acreage close to the recent discoveries in the deeper Tano basin by a consortium including Tullow
Oil plc, Kosmos Energy LLC. and Ghanaian National Petroleum Company. The other shareholders of PARL
are HyEx (30 per cent.), Petrel Resources plc (30 per cent.) and Ghanaian holders (10 per cent.).
The Tano Agreement (which has not yet been ratified by the Ghanaian parliament) specifies the requirement
for PARL to make a US$1 million per annum payment in respect of training grants, payment of a US$2
million technology grant during the first contract year and other commitments including minimum on and
offshore spending requirements (US$25 million and US$35 million respectively in the initial three year
phase). The Directors anticipate that ratification of the agreement will occur in Q1 2011. Following such
ratification, PARL intends to find a suitable partner to assist in the development of the Tano 2A Block.
Iran
The Company’s strategy in Iran has been to seek significant porphyry copper-gold and volcanic hosted gold
deposits similar to those found in the Andes of South America in the past 10 years. Persian Gold has
conducted exploration work on two projects:
(i)

Chah-e-Zard, a gold/silver discovery near Yazd in south-central Iran (“Chah-e-Zard Project”); and

(ii)

Dalli, a copper/gold porphyry in north-central Iran, south west of Tehran (“Dalli Project”).

The Company is ready and keen to develop the Chah-e-Zard Project through Talaye Pars Yazd and the Dalli
Project but cannot legally do so until it receives all proper permits required under law. No decision on either
application has yet been received despite many meetings with the Iranian authorities. Currently, the Directors
believe that progress on permitting may depend on improved international relations.
Bolivia
In May 2010, Persian Gold entered into a memorandum of understanding (“MoU”) with Quimbabol, a
company owned by the Bolivian armed forces (“Quimbabol”), the state of Potosi and local communities
(residing in the area) to study certain evaporates deposits in salt-lakes in Bolivia over which Quimbabol has
concessions. The scope of study includes a variety of potentially economic minerals, including lithium.
Persian Gold has identified 5 salt lakes feasible for exploration and production of carbonates and sulphates
containing commercial lithium (in particular, the Lake Uyuni and Coipasa salt pans in the Andes). This
project is currently at a very early stage and the Directors expect that it will involve relatively low costs and
commitments in 2011.
Information on the Acquisition
On 22 June 2010, the Company announced that it had entered into an implementation agreement with
Hydrocarbon Exploration plc (“HyEx”) whereby it agreed to acquire all of the shares in HyEx not owned
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by the Company. The Implementation Agreement was subsequently amended on 3 February 2011 whereby
the number of Consideration Shares to be issued for each HyEx Share was increased from 2,500
Consideration Shares to 2,800 Consideration Shares. The Acquisition, to be achieved by way of a scheme of
arrangement, will involve the issue of 67,513,600 Consideration Shares by the Company to HyEx
Shareholders (excluding the Company), giving a value for the transaction of approximately £4.56 million
(based on the Company’s share price of 6.75p immediately prior to the announcement of the Acquisition).
The Acquisition constitutes a ‘reverse takeover’ under the AIM Rules and is therefore conditional, inter alia,
upon the approval of Shareholders at the GM. Application will be made for the Enlarged Issued Share Capital
to be admitted to trading on AIM. It is expected that cancellation of admission to trading on AIM of Existing
Ordinary Shares and admission to trading on AIM of the Enlarged Issued Share Capital will take place on
6 April 2011.
HyEx was incorporated in February 2010 to acquire certain assets from Pan Andean prior to its acquisition
by Petrominerales Ltd. HyEx has interests in four countries: Ghana, Peru, Bolivia and the US.
Ghana
HyEx, as with the Company, has (through its 30 per cent. shareholding in PARL) a 30 per cent. interest in
the Tano 2A Block, details of which are set out above.
Peru
HyEx was awarded two exploration blocks by the Peruvian authorities in the October 2010 Peruvian bid
round, being Blocks 188 and 183. The signing ceremony to formalise the award of these blocks is expected
to occur in early 2011.
Block 188, which is close to the Camisea field which has an estimated 16 TCF of gas and over 400 million
barrels of hydrocarbon liquids (condensate and natural gasoline). The play-type (or geologically-defined
target) in this block is similar to the Camisea field based on historic data that has recently been reprocessed
with modern equipment and techniques by the prior operator. The HyEx Directors believe that Block 188 is
also prospective for medium-size shallower fields.
Block 183 lies in the Maranon Basin in central Peru (which has been a source of oil production). The block
is located beside blocks with existing oil production. The Directors believe that any discovery on this block
could connect to existing gas-condensate infrastructure including processing plants and pipelines.
Bolivia
In April 2010, HyEx acquired Petrolex S.A. (“Petrolex”) from Pan Andean. Petrolex has interests in (1) the
El Dorado gas/condensate producing field in Bolivia (“El Dorado Field”) on which significant exploration
success was enjoyed in the second half of 2010, and (2) the Monteagudo oil/gas producing field in Bolivia
(“Monteagudo Field”).
Petrolex holds a 10 per cent. stake in the El Dorado Field, located 55km south of Santa Cruz and covering
an area of 18,250 hectares. The remaining 90 per cent. stake is held by YPFB Chaco S.A. (“Chaco”). The
wells in this field are currently producing approximately 14 MMscf/d of gas and 321 bcpd.
Petrolex is in dispute with Chaco in relation to the El Dorado Field. Further details of this dispute are
contained on Parts 1, 4 and 10 of this Document.
Petrolex holds a 30 per cent. interest in the Monteagudo Field in Central Bolivia, approximately 240km from
Santa Cruz. This project is operated by Repsol (holding a 30 per cent. interest). The remaining interests are
held by Petrobas Bolivia S.A. (“Petrobras”) (holding a 20 per cent. interest) and YPFB Andina S.A.
(holding a 20 per cent. interest). The Monteagudo Field currently produces around 120 bopd. The Directors
believe the Monteagudo Field has gas exploration potential at depth in the Devonian age rocks which have
delivered multi-TCF gas discoveries in nearby blocks operated by Total S.A., Petrobras and Repsol. This has
been identified by 3D seismic data and is similar to the nearby multi-TCF discoveries. The Directors believe
that such a deep gas play could contain up to 3 TCF of gas.

27

Petrolex is currently in dispute with Repsol in relation to the administration of the Monteagudo Field.
Further details of this dispute are contained on Parts 1, 4 and 10 of this Document.
As a result of the legal disputes Petrolex is currently receiving no income from its holdings in Bolivia
and has received limited reliable financial information in respect of Petrolex’s Bolivian interests as set
out in paragraph 18 of Part 10 of this Document.
The US
HyEx has interests in five oil fields in the US held through the company’s subsidiary Endeavour Oil & Gas
Inc. (“Endeavour”). Of the five fields, three are offshore in the Gulf of Mexico and two are onshore in Texas;
four fields are currently in production. Endeavour’s main interest is through two producing assets in the Gulf
of Mexico: High Island 52 and High Island 30L. Endeavour receives approximately US$35k monthly income
from its royalty interests in High Island 52.
Endeavour also has a 67.87 per cent. working interest in High Island 30L which is currently producing
up to 35 bopd, however, due to a legal dispute between Endeavour and the operator of High Island 30L
Field, Hunt Oil Company, no income is being received from Endeavour’s interest. Further details of
this dispute are set out in Part 4 of this Document.
Endeavour also receives royalties from one of its onshore holdings. Oil production from all of these interests
is declining and the Directors expect that revenue associated with the US assets will be immaterial by 2013.
Reasons for the Acquisition
The rationale for the Acquisition is that the Board believes that the development prospects for the Company’s
Iranian assets (which have been the main focus of the Group’s activities heretofore) are likely to continue to
be constrained by licensing and administrative issues and that the Acquisition represents an opportunity to
acquire a diversified portfolio of exploration and production assets which have the potential to generate value
for Shareholders in the future.
Management
The Board is chaired by John Teeling who has been involved in resource projects for 30 years. John is the
founder and chairman of, HyEx, Petrel Resources plc and Connemara Mining plc. He is also a former
director of Kenmare Resources Limited, Arcon Limited and African Diamonds plc. David Horgan,
Managing Director, has considerable experience in the resources sector and is currently Chief Executive of
Petrel Resources plc. He holds a first class law degree from Cambridge and an MBA with distinction from
the Harvard Business School. David Horgan has invested in and managed projects in Africa for 10 years and
Latin American projects for 20 years.
Summary of the Placing
The Placing will comprise the issue of 41,688,171 new Ordinary Shares at the Placing Price by the Company
representing approximately 53.7 per cent. of the current issued share capital of the Company. In addition, the
Company has received subscriptions for 3,775,500 Subscription Shares at 6p per share to raise
approximately £225,000.
Use of Proceeds
The gross proceeds of the Placing and the Subscription are expected to be £2.3 million and the net cash
proceeds to the Company of the Placing and the Subscription (after deduction of expenses estimated in total
at approximately £0.55 million (excluding VAT) and assuming full subscription) are expected to be
£1.75 million.
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The Directors intend that the net funds raised through the Placing and the Subscription will be used as
follows:
•

Ghana: interpretation of the main seismic surveys acquired by the Company on the Tano 2A Block
together with local training costs (£0.4 million);

•

Bolivia: settlement of dispute in respect of the El Dorado Field and in-country administration
expenses (£0.6 million);

•

Peru: payment of bonds on exploration licences on Blocks 188 and 183, initial data review and incountry administration expenses (£0.3 million); and

•

head office costs and general working capital (£0.45 million).

Future Strategy of the Enlarged Group
The Directors’ intended strategy for the Enlarged Group is:
•

to capitalise on management experience in successfully acquiring high potential hydrocarbon
exploration acreage and thereafter adding value by obtaining the necessary permits to explore and drill
with value being added through farm-out arrangements on such assets to larger companies at a
premium;

•

to develop the Tano 2A Block in Ghana in accordance with the revised terms of the Tano Agreement
negotiated on 27 January 2010;

•

to acquire exploration licences in Peru. It is expected that in early 2011 these licences will be formally
signed on the two blocks awarded to HyEx in October 2010. Initial work on past data is already
underway on Blocks 188 and 183. The Directors believe that the work is likely to attract interest from
larger potential partners;

•

to conclude negotiations with Chaco to resolve outstanding issues in respect of HyEx’s participation
in the El Dorado Field;

•

to facilitate the acquisition of Repsol’s operating 30 per cent. of the Monteagudo Field with a view to
drilling by a new external partner the 3D identified gas target at depths greater than 4,000 metres; and

•

to bid for marginal projects in countries where the Company has expertise, providing the technical and
economic conditions are appropriate.

Lock-ins and transfer restrictions
Each of the Directors and applicable employees (together in each case with their related parties, as
applicable) has undertaken to the Company and to Shore Capital that they will not dispose of their Ordinary
Shares for a period of 12 months following Admission and, other than through the Company’s broker so as
to preserve an orderly market, they will not sell any Ordinary Shares for the period of 12 months thereafter.
These arrangements will apply in respect of 51,851,700 Ordinary Shares, representing, in aggregate, 26.1 per
cent. of the Enlarged Issued Share Capital.
Current trading and prospects
On 17 September 2010 Persian Gold announced its interim results for the six months ended 30 June 2010.
The unaudited loss before tax for that period was £143,000 compared to a loss before tax of £161,000 for
the equivalent period in 2009. On 30 June 2010 Persian Gold had unaudited net assets of £1,419,000.
The Company continues its efforts to secure exploration permits for its projects in Iran. In relation to the oil
exploration concession in Ghana, the Directors believe that the formal ratification of the agreement will
occur in Q1 2011. The Company then intends to find a suitable partner to assist in the development of the
concession. As stated above, HyEx was awarded two exploration blocks by the Peruvian authorities in the
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October 2010 Peruvian bid round, being Blocks 188 and 183. The signing ceremony to formalise the award
of these blocks is expected to occur in early 2011.
Following Re-admission, the Enlarged Group will be a diversified group with resources exploration and
production activities in Ghana, Peru, Bolivia, the US and Iran.
Working capital
The Directors are of the opinion that, having made due and careful enquiry, the working capital available to
the Enlarged Group following the Placing and the Subscription will, from the date of Admission, be
sufficient for its present requirements, that is, for at least the next 12 months from the date of Admission.
Dividend policy
The Company will only commence the payment of dividends when it becomes commercially prudent to do
so, subject to the availability of sufficient distributable profits which is unlikely to be in the short term.
Further information
Prior to investing in the Company, prospective investors should consider the risk factors attaching to an
investment in the Company, in particular the risk factors set out in Part 2 of this Document, together with
other information contained in Parts 1 to 10 of this Document.
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PART 1
INFORMATION ON THE ENLARGED GROUP
Directors:

Registered Office:

John Teeling (Executive Chairman)
David Horgan (Managing Director)
James Finn (Financial Director)
Jack Teeling (Non-Executive Director)
Manouchehr Takin (Non-Executive Director)*

20-22 Bedford Row
London
WC1R 4JS

* Independent Director
4 February 2011
Dear Shareholder (and for information only to holders of Options and New Warrants),
Proposed acquisition of Hydrocarbon Exploration plc
Proposed placing of 41,688,171 new Ordinary Shares of 0.25p each at 6p per share
Proposed change of name to Clontarf Energy plc
Application for Re-admission of the Enlarged Group to AIM
Notice of General Meeting
1.

Introduction

On 22 June 2010, the Company announced that it had entered into the Implementation Agreement with
Hydrocarbon Exploration plc (“HyEx”) whereby it agreed to acquire all of the shares in HyEx not owned
by the Company. The Implementation Agreement was subsequently amended on 3 February 2011 whereby
the number of Consideration Shares to be issued for each HyEx Share was increased from 2,500
Consideration Shares to 2,800 Consideration Shares. The Acquisition, to be achieved by way of a scheme of
arrangement, will involve the issue of 67,513,600 Consideration Shares by the Company to HyEx
Shareholders (excluding the Company), giving a value for the transaction of approximately £4.56 million
(based on the Company’s share price of 6.75p immediately prior to the announcement of the Acquisition).
HyEx, a UK-incorporated company, was formed to acquire certain exploration and production assets from
Pan Andean. HyEx has a portfolio of assets including oil production interests in the US, oil and gas
production interests in Bolivia, an oil exploration interest in Ghana and oil and gas exploration interests in
Peru.
The rationale for the Acquisition is that the Board believes that the development prospects for the Company’s
Iranian assets (which have been the main focus of the Group’s activities heretofore) are likely to continue to
be constrained by licensing and administrative issues and that the Acquisition represents an opportunity to
acquire a diversified portfolio of exploration and production assets which have the potential to generate value
for Shareholders in the future.
The Company also announced today that it has conditionally placed 41,688,171 Placing Shares at a price of
6p per share with investors to raise £2.1 million before expenses. The Placing, which is not being
underwritten, has been arranged by Shore Capital and Optiva and is conditional upon completion of the
Acquisition and Re-admission. In addition, the Company has received subscriptions for 3,775,500
Subscription Shares to raise approximately £225,000.
The Acquisition constitutes a ‘reverse takeover’ under the AIM Rules and is therefore conditional, inter alia,
upon the approval of Shareholders at the GM, notice of which is set out at the end of this Document.
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John Teeling, James Finn and David Horgan are directors and shareholders of both the Company and HyEx.
Jack Teeling, a Director of the Company, is also a HyEx Shareholder. As such, the Acquisition is a ‘related
party transaction’ pursuant to Rule 13 of the AIM Rules. Manouchehr Takin, being the Independent Director
for the purposes of the Acquisition Resolution, having consulted with Shore Capital (the Company’s
nominated adviser), considers that the terms of the Acquisition are fair and reasonable insofar as
Shareholders are concerned.
Assuming the passing of the Resolutions at the GM, the passing of the HyEx Court Resolution at the HyEx
Court Meeting and the passing of the HyEx Resolutions at the HyEx GM, the Existing Ordinary Shares and
New Ordinary Shares are expected to be admitted to trading on AIM on 6 April 2011 under the Company’s
new name ‘Clontarf Energy plc’.
The purpose of this Document is to set out the background to and reasons for the Acquisition and the Placing
and to seek Shareholder approval for the Acquisition and related proposals.
2.

Information on Persian Gold, its current trading and prospects

Persian Gold was incorporated in 2003 as a gold exploration company focused on identifying gold
mineralisation in Iran (in particular, ‘Yanacocha-type’ high sulphidator epithermal mineralisation). The
Company was listed on AIM in 2005 since when assets have been added such that the Group now has
interests in three countries: Ghana, Iran and Bolivia.
Ghana
In December 2008, Pan Andean Resources Limited (“PARL”) entered into the Tano Agreement in respect
of the Tano 2A Block oil exploration concession in respect of onshore and shallow near-shore Ghana (“Tano
2A Block”). This agreement, which was renegotiated on 27 January 2010, remains subject to ratification by
the Ghanaian parliament. The Company has a 30 per cent. shareholding in PARL. The Tano 2A Block
consists of 1,532km2 of onshore and shallow near-shore acreage close to the recent discoveries in the deeper
Tano basin by a consortium including Tullow Oil plc, Kosmos Energy LLC. and Ghanaian National
Petroleum Company (“GNPC”). The other shareholders of PARL are HyEx (30 per cent.), Petrel Resources
plc (30 per cent.) and Ghanaian holders (10 per cent.).
Extensive data regarding the Tano 2A Block has been purchased by the Company from GNPC including
42 geological reports and 676km of 2D seismic data. The Company has identified a significant number of
Leads from an initial review of the data. The initial interpretation of the main seismic surveys acquired is
now underway by the Company’s technical experts and contractors.
The Directors view Ghana as attractive for exploration and development and view agreement terms as not
yet reflecting recent exploration success and large exploration potential compared with other countries with
more established hydrocarbon resources.
The Tano Agreement (which has not yet been ratified by the Ghanaian parliament) specifies the requirement
for PARL to make a US$1 million per annum payment in respect of training grants, payment of a
US$2 million technology grant during the first contract year and other commitments including minimum on
and offshore spending requirements (US$25 million and US$35 million respectively in the initial three year
phase).
As stated above, the Tano Agreement was renegotiated on 27 January 2010 and remains subject to ratification
by the Ghanaian parliament. The revised agreement reduces the technology grant payment to a one-off
payment of US$500k, reduces the training grant to an annual payment of US$250k and amended some other
conditions which PARL considered onerous. The Directors anticipate that ratification will occur in Q1 2011.
Following such ratification, PARL intends to find a suitable partner to assist in the development of the Tano
2A Block.
Further details relating to the renegotiated Tano Agreement are set out in Part 3 of this Document.
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Iran
The Company’s strategy in Iran has been to seek significant porphyry copper-gold and volcanic hosted gold
deposits similar to those found in the Andes of South America in the past 10 years. Persian Gold, through its
interest in its local Subsidiaries, conducted significant exploration work, including drilling, as well as
desktop research based on existing data, on two projects:
(i)

Chah-e-Zard, a gold/silver discovery near Yazd in south-central Iran (“Chah-e-Zard Project”); and

(ii)

Dalli, a copper/gold porphyry in north-central Iran, south west of Tehran (“Dalli Project”).
Chah-e-Zard project
Chah-e-Zard is located approximately 550km southeast of Tehran in the province of Yazd. The
project, which covers an area of 39.5 km2, is on the general Tethyan volcanic belt, which is
prospective for copper and gold, and stretches from Armenia/Turkey over Iran to Pakistan. The largest
undeveloped copper/gold deposit in the world, Reko Diq, which is across the Iranian border in
Pakistan, is also on this belt.
The Company entered into an option agreement in June 2007 with Hamid Deihimi whereby it earned
a 70 per cent. interest in Talaye Pars Yazd, an Iranian-incorporated company. As a result of 4,135m of
drilling and 3,380m of trenching a ‘reserve’ has been calculated by Persian Gold in accordance with
the “Islamic Republic of Iran – Instructions for Mineral Reserves Classification – No. 379” for Chahe-Zard quoting a Proven figure of 2.2Mt at 1.7g/t Au and 12.7g/t Ag and a further Probable amount
of 6.2Mt at 0.77g/t Au and 10.8g/t Ag. Wardell Armstong International have reviewed this work.
These estimates have not been prepared according to an internationally recognised reporting standard
such as the JORC Code (2004); hence they are included for information only. A discovery certificate
for the Chah-e-Zard Project was applied for in September 2008 but has not yet been issued. It is
expected that if the discovery certificate for this project is granted, the licence in respect of this project
will be transferred to Talaye Pars Yazd and, subject to funding and further work such as a feasability
study, an open pit and heap leach mine to extract the mineral deposits will be developed.
Dalli Project
The Dalli Project licence area covers 9km2 and is located 200km southwest of Tehran. It is located on
the central volcanic belt, the UDMA (Urimieh Dokhtar Magmatic AVC), which hosts other major
porphyry systems. It is a copper and gold deposit that was discovered by Rio Tinto in 2002. Persian
Gold’s joint venture partner Dorsa Pardazeh Company (“Dorsa”) undertook field work on the project
and entered into an agreement in August 2007 with Persian Gold’s Subsidiary, Persian Gold Limited
in relation to the Dalli Project. Dorsa granted an option to Persian Gold Limited to acquire 70 per cent.
of the shares in an Iranian incorporated joint venture company to which the licence in respect of the
Dalli Project is to be transferred.
The Dalli project is an advanced exploration project, with demonstrated mineralisation which, the
Directors believe, should be economic at current prices, costs and taxes. Two phases of drilling have
been completed with, what the Directors believe, are generally encouraging results. A preliminary
Proven reserve of 5.6Mt at 0.377 per cent. Cu and 0.5g/t Au and a further Probable reserve of 7.8Mt
at 0.3 per cent. Cu has been calculated by Persian Gold in accordance with the “Islamic Republic of
Iran - Instructions for Mineral Reserves Classification – No. 379”. Wardell Armstong International
have reviewed this work. These estimates have not been prepared according to an internationally
recognised reporting standard such as the JORC Code (2004); hence they are included for information
only. The Company’s proposal, subject to funding and further work such as a feasability study, is to
develop a small open pit heap leach operation.
A discovery certificate for the Dalli Project has been applied for but has not yet been granted. Pending
the grant of the discovery certificate in respect of this project, the Board does not intend to invest any
further substantial funds in the Dalli Project. It is expected that if the discovery certificate for this
project is granted the licence in respect of this project will be transferred to the joint venture vehicle.
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The Company is ready and keen to develop the Chah-e-Zard Project through Talaye Pars Yazd and the Dalli
Project but cannot legally do so until it receives all proper permits required under law. No decision on either
application has yet been received despite many meetings with the Iranian authorities. Currently, the Directors
believe that progress on permitting may depend on improved international relations. There can be no
guarantee that a discovery certificate will be issued in respect of either project in Iran.
Bolivia
In May 2010, Persian Gold entered into a memorandum of understanding (“MoU”) with Quimbabol, a
company owned by the Bolivian armed forces (“Quimbabol”), the state of Potosi and local communities
(residing in the area) to study certain evaporates deposits in salt-lakes in Bolivia over which Quimbabol has
concessions. The scope of study includes a variety of potentially economic minerals, including lithium.
Bolivia accounts for approximately 50 per cent. of the world’s lithium reserves. Persian Gold has identified
5 salt lakes feasible for exploration and production of carbonates and sulphates containing commercial
lithium (in particular, the Lake Uyuni and Coipasa salt pans in the Andes).
Under the MoU, Persian Gold has agreed to prepare a scoping study on industrial projects associated with
the salt-lakes, namely a soda ash plant and borax derived deposits. This project is currently at a very early
stage and the Directors expect that it will involve relatively low costs and commitments in 2011. The next
steps intended for this project are laboratory tests on samples already taken to determine the chemical and
physical properties of the constituent minerals with a view to then marketing to key customers.
Further information on Persian Gold’s existing operations is set out in Part 3 of this Document.
3.

Information on HyEx

HyEx was incorporated in February 2010 to acquire certain assets from Pan Andean prior to its acquisition
by Petrominerales Ltd for approximately US$31 million. HyEx has interests in four countries: Ghana, Peru,
Bolivia and the US.
Ghana
HyEx, as with the Company, has (through its 30 per cent. shareholding in PARL) a 30 per cent. interest in
the Tano 2A Block, details of which are set out above in paragraph 2.
Peru
Peru is now seen as a target area by the international exploration and production industry because of its
pro-business government, attractive fiscal terms, proven hydrocarbon systems yet relatively limited
exploration history. HyEx was awarded two exploration blocks by the Peruvian authorities in the October
2010 Peruvian bid round, being Blocks 188 and 183. The signing ceremony to formalise the award of these
blocks is expected to occur in early 2011.
Block 188, is close to the Camisea field which has an estimated 16 TCF of gas and over 400 million barrels
of hydrocarbon liquids (condensate and natural gasoline). The play-type (or geologically-defined target) in
this block is similar to the Camisea field based on historic data that has recently been reprocessed with
modern equipment and techniques by the prior operator. The HyEx Directors believe that Block 188 is also
prospective for medium-size shallower fields.
Block 183 lies in the Maranon Basin in central Peru (which has been a source of oil production). The block
is located beside blocks with existing oil production. The Directors believe that any discovery on this block
could connect to existing gas-condensate infrastructure including processing plants and pipelines.
The Peruvian Government’s income consists of an effective royalty of approximately 50 per cent. in total.
The Directors consider that the work programme and conditions of necessary bonds for these blocks are
excellent. The bonds required for phase 1 exploration from the Company are expected to cost approximately
US$60k for Block 188 and US$72k for Block 183.
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The HyEx management team delivered (while at Pan Andean) four exploration blocks and three farm-outs
in Peru. Having invested circa US$3 million (a significant proportion of which was later recovered from
farm-in partners), Pan Andean (after divesting certain assets to HyEx) was sold for US$31 million in cash in
2010. HyEx’s intention is to repeat this success in Peru by adding value to properties which it intends to farm
out, joint venture or sell.
Bolivia
In April 2010, HyEx acquired Petrolex S.A. (“Petrolex”) from Pan Andean. Petrolex has interests in (1) the
El Dorado gas/condensate producing field in Bolivia (“El Dorado Field”) on which significant exploration
success was enjoyed in the second half of 2010, and (2) the Monteagudo oil/gas producing field in Bolivia
(“Monteagudo Field”). Both of these projects are proven projects close to existing export pipelines which
provides an opportunity to be connected to existing infrastructure in order to sell on the international market.
The El Dorado Field is located approximately 29km from the entrance to the massive Bolivia-Brazil export
line at Rio Grande and 6km away from the existing gas pipeline of Transredes S.A. (“Transredes”) which
feeds gas into the Bolivia-Brazil export line and into the gas export line to Argentina. The Monteagudo Field
has a gas pipeline, owned by the Monteagudo consortium, which takes natural gas from the Monteagudo
Field to the Cerrillos facilities, owned by Transredes. From there, the natural gas is transported to Chorety
(approximately 59km in a 6-inch pipeline), which is on the main Transredes trunk gas pipeline which takes
natural gas to Argentina, or transports it to Rio Grande, the entrance to the Bolivia-Brazil gas export pipeline.
Petrolex holds a 10 per cent. stake in the El Dorado Field, located 55km south of Santa Cruz and covering
an area of 18,250 hectares. The remaining 90 per cent. stake is held by YPFB Chaco S.A. (“Chaco”),
formerly part of the BP group (as Chaco S.A.). In 2007, Chaco S.A. was nationalised by the Bolivian state
oil company, Yacimientos Petrolíferos Fiscales Bolivianos (“YPFB”). The wells in this field are currently
producing approximately 14 MMscf/d of gas and 321 bcpd.
Petrolex has initiated a civil lawsuit against Chaco, for the alleged non-fulfilment of the joint operating
agreement in respect of the El Dorado Field. An injunction or restraining order has been made against Chaco
and YPFB ordering that no unilateral modifications may be made by either party to the contract while the
case is being heard.
Pending the fulfilment of the operations contract Petrolex ceased payment of cash calls. As a result Chaco is
claiming for unpaid cash calls from Petrolex under the operations contract.
Negotiations are ongoing in respect of this dispute and the Directors are reasonably confident of a
satisfactory and negotiated outcome. However, an unsatisfactory outcome to this dispute from Petrolex’s
perspective could affect Petrolex’s continued participation in the field.
Petrolex holds a 30 per cent. interest in the Monteagudo Field in Central Bolivia, approximately 240km from
Santa Cruz. This project is operated by Repsol (holding a 30 per cent. interest). The remaining interests are
held by Petrobas Bolivia S.A. (“Petrobras”) (holding a 20 per cent. interest) and YPFB Andina S.A.
(holding a 20 per cent. interest). The Monteagudo Field currently produces around 120 bopd. The Directors
believe the Monteagudo Field has gas exploration potential at depth in the Devonian age rocks which have
delivered multi-TCF gas discoveries in nearby blocks operated by Total S.A., Petrobras and Repsol. This has
been identified by 3D seismic data and is similar to the nearby multi-TCF discoveries. The Directors believe
that such a deep gas play could contain up to 3 TCF of gas.
Petrolex is also in dispute with Repsol in relation to the administration of the Monteagudo Field. Arising
from this dispute and litigation instigated by Petrolex, Repsol discontinued demands for cash calls from
October 2008. As a result of non-payment of cash calls, Petrolex’s continued participation in the
Monteagudo Field could be affected. A potential settlement of this dispute is currently under consideration.
Further detail in relation to the disputes on Petrolex’s Bolivian interests is set out in Part 4 and
paragraph 14.2 of Part 10 of this Document. As a result of the legal disputes Petrolex is currently
receiving no income from its holdings in Bolivia and has received limited reliable financial information
in respect of Petrolex’s Bolivian interests as set out in paragraph 18 of Part 10 of this Document.
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The US
HyEx has interests in five oil fields in the US held through the company’s subsidiary Endeavour Oil & Gas
Inc. (“Endeavour”). Of the five fields, three are offshore in the Gulf of Mexico and two are onshore in Texas;
four fields are currently in production. Endeavour’s main interest is through two producing assets in the Gulf
of Mexico: High Island 52 and High Island 30L. Endeavour receives approximately US$35k monthly income
from its royalty interests in High Island 52.
Endeavour also has a 67.87 per cent. working interest in High Island 30L which is currently producing up to
35 bopd, however, due to a dispute between Endeavour and the operator of High Island 30L Field, Hunt Oil
Company, no income is being received from Endeavour’s interest. Further details of this dispute are set out
in Part 4 and paragraph 14.1 of Part 10 of this Document.
Endeavour also receives royalties from one of its onshore holdings. Oil production from all of these interests
is declining and the Directors expect that revenue associated with the US assets will be immaterial by 2013.
4.

Reasons for the Acquisition

The rationale for the Acquisition is that the Board believes that the development prospects for the Company’s
Iranian assets (which have been the main focus of the Group’s activities heretofore) may continue to be
constrained by licensing and administrative issues and that the Acquisition represents an opportunity to
acquire a diversified portfolio of exploration and production assets which have the potential to generate value
for Shareholders in the future.
5.

The Acquisition

The Company has agreed to acquire all of the HyEx Shares (save for the HyEx Shares already owned by the
Company) to be achieved by way of the Scheme. The Company will issue 2,800 Consideration Shares for
every one HyEx Share (save for the HyEx Shares already owned by the Company). This will result in the
issue of 67,513,600 Consideration Shares giving an effective total consideration for the transaction of
approximately £4.56 million (based on the Company’s share price of 6.75p immediately prior to the
announcement of the Acquisition).
The terms of the Acquisition are set out in the Implementation Agreement, further details of which are set
out in paragraph 13.2 of Part 10 of this Document. The Implementation Agreement was subsequently
amended on 3 February 2011, whereby the number of Consideration Shares to be issued for each HyEx
Share was increased from 2,500 Consideration Shares to 2,800 Consideration Shares. The Acquisition is
conditional on, inter alia:
1.

approval by Shareholders;

2.

approval by HyEx Shareholders;

3.

approval of the Scheme and related proposals by the Court; and

4.

Re-admission of the Enlarged Issued Share Capital.

Assuming the completion of the Acquisition, the exercise of 8,059,363 New Warrants and Options, the
allotment of the Subscription Shares and the completion of the Placing in full, the Existing Ordinary Shares
will represent 39.1 per cent. of the Enlarged Issued Share Capital.
The New Ordinary Shares will, when issued, rank pari passu in all respects with the Existing Ordinary
Shares, including as to rights to all dividends and other distributions declared, made or paid following
Admission.
John Teeling, James Finn and David Horgan are directors of both the Company and HyEx. The following
Directors are interested in the HyEx Shares as follows:
John Teeling
James Finn
David Horgan
Jack Teeling

–
–
–
–

1,818 HyEx shares equivalent to 7.12% of the issued share capital of HyEx
351 HyEx shares equivalent to 1.37% of the issued share capital of HyEx
713 HyEx shares equivalent to 2.79% of the issued share capital of HyEx
221 HyEx shares equivalent to 0.87% of the issued share capital of HyEx
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As a result, the Acquisition is a ‘related party transaction’ pursuant to Rule 13 of the AIM Rules.
Manouchehr Takin, being the Independent Director for the purposes of the Acquisition Resolution, having
consulted with Shore Capital (the Company’s nominated adviser), considers that the terms of the Acquisition
are fair and reasonable insofar as Shareholders are concerned.
The Scheme requires, among other things, the approval of the Scheme Shareholders at a HyEx Court
Meeting and also the passing of special resolutions at the HyEx General Meeting to be held immediately
after the HyEx Court Meeting. It also requires the sanction of the Court.
At the HyEx Court Meeting, the HyEx Court Resolution will be proposed. The approval required at the
HyEx Court Meeting is a majority in number of those Scheme Shareholders present and voting, whether in
person or by proxy, representing not less than 75 per cent. in value of the Scheme Shares held by those
Scheme Shareholders.
At the HyEx General Meeting, the HyEx Resolutions will be proposed (each of which is proposed as a
special resolution which requires the approval of at least 75 per cent. of the votes cast) to approve the Scheme
and other related matters (including the capital reduction of HyEx) and the issue of new shares in HyEx to
Persian Gold as provided for in the Scheme.
Each HyEx Resolution is subject to and conditional on passing each other HyEx Resolution.
The implementation of the Scheme can only take place if all of the conditions to the Scheme have been
satisfied or, where relevant, waived. Assuming the satisfaction, or where appropriate, waiver of those
conditions, the Scheme will become effective on the date on which HyEx delivers to the Registrar of
Companies the Court order sanctioning the Scheme. Once the Scheme becomes effective, it will be binding
on all HyEx Shareholders, including any holders who did not vote to approve the Scheme or voted against
the Scheme.
Organisation structure of the Enlarged Group following completion of the Acquisition
Following completion of the Acquisition HyEx will become a wholly owned subsidary of Persian Gold, as
shown by the dashed line below:
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6.

The Placing

SCS and Optiva have conditionally agreed to use their respective reasonable endeavours to place, as agent
for the Company, a total of 41,688,171 Placing Shares at the Placing Price with institutional investors, which
will represent approximately 21.0 per cent. of the Enlarged Issued Share Capital of the Company following
Re-admission. It is anticipated that the Placing, which is not being underwritten or guaranteed, will raise
£2.1 million before expenses.
The Placing Shares will be issued paid up and, following allotment, will rank in full for all dividends or other
distributions hereafter declared, made or paid on the ordinary share capital of the Company and will rank
pari passu in all other respects with all other Ordinary Shares in issue on Re-admission. Application will be
made for the Enlarged Issued Share Capital (including the Placing Shares, the Consideration Shares and the
new Ordinary Shares issued on exercise of New Warrants and Options) to be admitted to trading on AIM. It
is expected that trading in the Enlarged Issued Share Capital will commence on 6 April 2011. The rights
attaching to such Ordinary Shares are set out in paragraph 11 of Part 10 of this Document.
The Placing is conditional, inter alia, upon:
(a)

the passing of the Resolutions;

(b)

the passing of the HyEx Court Resolution;

(c)

the passing of the HyEx Resolutions;

(d)

the Acquisition becoming wholly unconditional save for Admission; and

(e)

Admission having become effective on or before 8.30 a.m. on 6 April 2011 (or such later date as the
Company and SCC may agree, not being later than 5.00 p.m. on 5 May 2011).

The Placing Agreement contains provisions entitling SCC, SCS and Optiva to terminate the Placing
Agreement at any time prior to Admission in certain circumstances. If this right is exercised the Placing will
lapse.
The Placing Shares are not being offered generally and no applications have or will be accepted other than
under the terms of the Placing Agreement and the Placing Letters. The period within which placing
participants may be accepted pursuant to the Placing and arrangements for the payment and holding of
subscription moneys pending Admission are set out in the Placing Agreement and the Placing Letters (as
applicable). It is expected that the proceeds of the Placing due to the Company will be received by it on or
soon after Admission.
Since admission to AIM in 2005, the Company has issued shares in certificated and (through CREST)
uncertificated form, and has maintained its register of members in book entry form. Since 2005, the register
of members has been maintained by the Company’s registrars, Computershare Investor Services (Ireland)
Limited. It is expected that, subject to the satisfaction of the conditions of the Placing, the Placing Shares
will be registered in the names of the Placees subscribing for or acquiring them and issued or transferred
either:
•

into CREST, where the Placee so elects and only if the Placee is a “system member” (as defined in
the Uncertificated Securities Regulations 2001) in relation to CREST, with delivery (to the
designated CREST account) of the Placing Shares subscribed for or purchased expected to take place
on 6 April 2011; or

•

otherwise, in certificated form, with the relevant share certificate expected to be despatched by post
at the risk of the shareholder by 19 April 2011.

Notwithstanding the election by Placees as to the form of delivery of the Placing Shares, no temporary
documents of title will be issued. All documents or remittances sent by or to Placees or as they may direct
will be sent through the post at their risk.
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Pending despatch of definitive share certificates or crediting of CREST stock accounts (as applicable), the
Company’s registrars will certify any instrument of transfer against the Company’s register of members.
Further details of the Placing Agreement are set out in paragraph 13.3 of Part 10 of this Document.
The Directors are subscribing for 7,012,500 Placing Shares in the Placing. The aggregate amount
of £420,750 due by the Directors to the Company for these Placing Shares will be offset against Directors’
fees which have been accrued in 2010 and loans made by the Directors to the Company in August 2010.
Further details are set out in paragraph 7 of Part 10 of this Document.
7.

Subscription for the Subscription Shares

The Company has received subscriptions for 3,775,500 Subscription Shares at 6p per Subscription Share
conditional on completion of the Acquisition and on Admission for an aggregate subscription amount of
approximately £225,000. It is intended that 3,775,500 Subscription Shares will be allotted to the subscribers
immediately prior to Admission.
8.

Use of Proceeds

The gross proceeds of the Placing and the Subscription are expected to be £2.3 million and the net cash
proceeds to the Company of the Placing and the Subscription (after deduction of expenses estimated in total
at approximately £0.55 million (excluding VAT) and assuming full subscription) are expected to be
£1.75 million.
The Directors intend that the net funds raised through the Placing and the Subscription will be used as
follows:
•

Ghana: interpretation of the main seismic surveys acquired by the Company on the Tano 2A Block
together with local training costs (£0.4 million);

•

Bolivia: settlement of dispute in respect of the El Dorado Field and in-country administration
expenses (£0.6 million);

•

Peru: payment of bonds on exploration licences on Blocks 188 and 183, initial data review and
in-country administration expenses (£0.3 million); and

•

head office costs and general working capital (£0.45 million).

9.

Current trading and prospects

On 17 September 2010 Persian Gold announced its interim results for the six months ended 30 June 2010,
The unaudited loss before tax for that period was £143,000 compared to a loss before tax of £161,000 for
the equivalent period in 2009. On 30 June 2010 Persian Gold had unaudited net assets of £1,419,000.
The Company continues its efforts to secure exploration permits for its projects in Iran. In relation to the oil
exploration concession in Ghana, the Directors believe that the formal ratification of the agreement will
occur in Q1 2011. The Company then intends to find a suitable partner to assist in the development of the
concession. As stated above, HyEx was awarded two exploration blocks by the Peruvian authorities in the
October 2010 Peruvian bid round, being Blocks 188 and 183. The signing ceremony to formalise the award
of these blocks is expected to occur in early 2011.
Following Re-admission, the Enlarged Group will be a diversified group with resources exploration and
production activities in Ghana, Peru, Bolivia, the US and Iran.
10.

Future Strategy of the Enlarged Group

The Directors’ intended strategy for the Enlarged Group is:
•

to capitalise on management experience in successfully acquiring high potential hydrocarbon
exploration acreage and thereafter adding value by obtaining the necessary permits to explore and drill
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with value being added through farm-out arrangements on such assets to larger companies at a
premium;
•

to develop the Tano 2A Block in Ghana in accordance with the revised terms of the Tano Agreement
negotiated on 27 January 2010;

•

to acquire exploration licences in Peru. It is expected that in early 2011 these licences will be formally
signed on the two blocks awarded to HyEx in October 2010. Initial work on past data is already
underway on Blocks 188 and 183. The Directors believe that the work is likely to attract interest from
larger potential partners;

•

to conclude negotiations with Chaco to resolve outstanding issues in respect of HyEx’s participation
in the El Dorado Field;

•

to facilitate the acquisition of Repsol’s operating 30 per cent. of the Monteagudo Field with a view to
drilling by a new external partner the 3D identified gas target at depths greater than 4,000 metres; and

•

to bid for marginal projects in countries where the Company has expertise, providing the technical and
economic conditions are appropriate.

11.

Directors and Senior Management

No new Directors are proposed as a result of the Acquisition and Placing. Following Re-admission, the
Board will comprise the following Directors:
John Teeling (aged 65) Executive Chairman
John Teeling has been involved in resource projects for 30 years. John is the founder and chairman of, HyEx,
Petrel Resources plc, Connemara Mining plc and Botswana Diamonds plc. He is also a former director of
Kenmare Resources Limited, Arcon Limited and African Diamonds plc. John Teeling holds degrees in
Economics and Business from University College Dublin, an MBA from Wharton and a Doctorate in
Business Administration from Harvard. He has lectured for 20 years in business and finance at University
College, Dublin. He holds interests in a number of industrial ventures.
David Horgan (aged 51) Managing Director
David Horgan is Chief Executive of Petrel Resources plc and a director of Botswana Diamonds plc. He holds
a first class law degree from Cambridge and an MBA with distinction from the Harvard Business School.
David Horgan has invested in and managed projects in Africa for 10 years and Latin American projects for
20 years.
James Finn (aged 52) Financial Director
James Finn has been the senior financial executive of a group of resource companies since 1988. He holds a
management degree and accounting qualifications. He is also a director of Cooley Distillery plc, Petrel
Resources plc, Connemara Mining plc and Botswana Diamonds plc.
Jack Teeling (aged 32) Non-Executive Director
Jack Teeling holds a degree and masters degree in finance from University College, Dublin and has worked
in the finance industry in Ireland and Australia. He is managing director of Cooley Distillery plc, is a director
of Imagine Technologies Limited and has also been involved in the junior resource industry in recent years.
Dr. Manouchehr Takin (aged 68) Non-Executive Director
Dr. Manouchehr Takin has experience in natural resources working for the Iranian Oil Consortium,
Geological Survey of Iran, Anglo American and the OPEC Secretariat in Vienna. Since 1990 he has been
with the Centre for Global Energy Studies in London. Dr. Takin is widely published on technical, economic
and policy issues covering Iranian and Middle East geology, mineral deposits and world oil supplies.

40

Senior Management
In addition to the above executives, the key senior management of the Enlarged Group will include:
Mauricio Gonzalez – President of South American Operations (Bolivia)
Mauricio Gonzalez is the former Bolivian Minister of Energy and President of National Oil and Gas
Company (YPFB). He is a director of Compania Boliviana de Energia Electica, the largest electric power
generator in Bolivia. He worked as consultant to the World Bank.
Jorge Flores – Operations Chief of South America (Bolivia)
Jorge Flores has 45 years experience as a field petroleum engineer, area supervisor, and exploration and
production manager. He is the former Operations Chief of Bolivia’s National Oil and Gas Company (YPFB).
Harry B Sintim-Aboagye – Ghana Country Manager HyEx Group (Ghana)
Harry B Sintim-Aboagye is based in Ghana and is an experienced businessman with multiple interests in
Ghana. Harry introduced the opportunity to be involved in the Ghana Concession to Persian Gold. Harry and
his associates own 10 per cent. of Pan Andean Resources Ltd.
Bahman Rashidi – Country Manager (Iran)
Bahman Rashidi is Tehran based, with ten years experience in Iranian mineral exploration focused on
Copper/Gold projects. Mr. Rashidi holds a BSc in Geology from Beheshti University in Tehran and an
MSc in Economic Geology from Trinity College and Malaga University, Spain.
Farzin Talebi Rad – Operations Manager (Iran)
Farzin Talebi Rad is Tehran based with fourteen years mineral exploration experience in Iran. Mr. Talebi Rad
holds a BSc in Geology from Tabriz University in Iran.
Dipti Metha – Accountant for the Enlarged Group (Ireland)
Dipti Metha is a registered public accountant and is also an Associate of the Institute of Chartered Secretaries
and Administrators (ACIS), Zimbabwe and UK. She worked at Coopers & Lybrand from 1993 to 1997,
during which time she acquired a managerial position. She then went on to work as a Director and
Accountant of African Gold plc from 1998 to 2001. She has gained experience in the oil and gas industry
through working in companies such as Petrel Resources plc, Pan Andean Resources plc, Connemara Mining
Company plc and African Diamonds plc.
12.

Corporate Governance

The Company holds regular Directors’ meetings at which operating and financial reports are considered. The
Board is responsible for formulating, reviewing and approving the Company’s strategy, budgets, major items
of capital expenditure and senior personnel appointments.
The Directors recognise the importance of sound corporate governance commensurate with the size of the
Company and the interests of Shareholders. The Company has developed policies and procedures which
reflect the Principles of Good Governance and Code of Best Practice as published by the Financial Reporting
Council (commonly known as the “Corporate Governance Code”).
The Directors have established an Audit Committee with effect from Admission to receive and review
reports from management and from the auditors relating to the interim and annual accounts and to the system
of internal financial control. The Audit Committee is responsible for making recommendations to the Board
on the appointment of the auditors and the audit fee and reviews reports from management and the
Company’s auditors on the financial accounts and internal control systems used throughout the Company.
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Initially, the members of the Audit Committee shall be James Finn, an executive director of the Company,
and Jack Teeling, a non executive director of the Company. James Finn and Jack Teeling are also
Shareholders.
The Directors have also established a Remuneration Committee with effect from Admission to determine the
terms and conditions of service of executive directors. The role of the Remuneration Committee is to review
the performance of the executive directors and other senior executives and to set the scale and structure of
their remuneration, including the implementation of any bonus arrangements, with due regard to the interests
of Shareholders. The Remuneration Committee also administers performance targets for the Share Option
Scheme and any other share incentive schemes adopted by the Company from time to time and determines
the allocation of share incentives to employees. In exercising this role, the terms of reference of the
Remuneration Committee require it to comply with the Code of Best Practice published in the Corporate
Governance Code.
Initially, the members of the Remuneration Committee shall be James Finn, an executive director of the
Company, and Jack Teeling, a non executive director of the Company. James Finn and Jack Teeling are also
Shareholders.
Prior to admission to AIM in 2005, the Board adopted a code of Directors’ dealings in Ordinary Shares by
Directors and applicable employees which conforms to the requirement of the AIM Rules (“Share Dealing
Code”). The Board will be responsible for taking all proper and reasonable steps to ensure compliance by
the Directors and applicable employees with the Share Dealing Code and the AIM Rules.
13.

Share Option Scheme

The Company currently operates the Share Option Scheme which was approved by a resolution of the Board
on 4 May 2004. Currently the Company has granted 9,370,000 Options, all of which are outstanding with
exercise prices ranging from £0.0025 to £0.25 per Ordinary Share. 5,400,000 Options are expected to be
exercised prior to Re-admission. Further details of the Options are set out in paragraphs 7.4, 7.8 and 7.9 of
Part 10 of this Document.
14.

Warrants

On 2 December 2008, certain Directors and senior management of the Company were issued 2,659,363
warrants which were issued to investors participating in a placing of new Ordinary Shares by the Company
(on the basis of one warrant for every two new Ordinary Shares subscribed for (“Warrants”)). The Warrants
carried an exercise price of 4p per Ordinary Share with an exercise period of two years from the date of issue
of the Warrants. The 2,659,363 Warrants held by the Directors and senior management lapsed on
2 December 2010. The Company announced earlier today that it had issued 2,659,363 New Warrants each
to subscribe for one new Ordinary Share at a price of 4p per share to certain Directors and senior
management. The exercise period for these New Warrants is one month from the date of issue. It is expected
that the New Warrants will be exercised prior to Re-admission. The aggregate amount of £106,000 due by
the Directors on the exercise of the New Warrants will be offset against Directors’ fees which have been
accrued in 2010 and loans made by the Directors to the Company in August 2010. Further detail on the New
Warrants is set out in paragraph 4.1 and 7.5 of Part 10 of this Document.
15.

Lock-In and Orderly Market Undertakings

Each of the Directors and applicable employees (together in each case with their related parties, as
applicable) has undertaken to the Company and to Shore Capital that they will not dispose of their Ordinary
Shares for a period of 12 months following Admission and, other than through the Company’s broker so as
to preserve an orderly market, they will not sell any Ordinary Shares for the period of 12 months thereafter.
These arrangements will apply in respect of 51,851,700 Ordinary Shares, representing, in aggregate,
26.1 per cent. of the Enlarged Issued Share Capital.
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The undertakings outlined above do not apply in certain specified circumstances, including acceptance of an
offer for all of the Ordinary Shares that (if accepted) would result in the offeror obtaining or consolidating
control of the Company or the execution of an irrevocable commitment to accept such an offer.
Further details of these arrangements are summarised in paragraph 13.7 of Part 10 of this Document.
16.

Dividend Policy

The Directors do not intend to declare a dividend for the foreseeable future but will reconsider this as and
when the growth and profitability of the Company allows. It is intended that any declaration and payment of
any future dividends by the Company and the quantum thereof will be dependent upon the Enlarged Group’s
results, financial position, cash requirements, future prospects, profits available for distribution and other
factors deemed by the Board to be relevant at the time.
17.

Nominated Adviser

Shore Capital was appointed as the nominated adviser to the Company on 4 February 2011. Details of the
nominated adviser agreement between the Company and Shore Capital are set out in paragraph 13.5 of
Part 10 of this Document.
18.

Takeover Code

Although the Company is incorporated in England, for the purposes of the City Code the place of central
management of the Company is currently located outside of the UK, the Channel Islands and the Isle of Man.
Accordingly, the Company is not a company to which paragraph 3(a)(ii) of the City Code applies and
the Company is not subject to the City Code and the Shareholders will not be afforded any protection
under the City Code. If circumstances change, which could result in the Company being subject to the City
Code, the Company intend to consult with the Panel. If the Panel determines that, as a result of such changes,
the City Code becomes applicable to the Company, an announcement will be made.
19.

Taxation

General information relating to UK taxation in relation to Admission and the Placing is summarised in
paragraph 10 of Part 10 of this Document. This Document does not address the tax consequences for a
prospective investor in any taxing jurisdiction other than the UK.
A prospective investor who is in any doubt as to his or her tax position, or is subject to tax in the United
States or in a jurisdiction other than the UK, should consult his or her independent tax adviser and/or
other professional advisers immediately before considering an investment in the Company’s Shares.
20.

CREST

The Ordinary Shares can be held in CREST in accordance with the New Articles. Accordingly, settlement of
transactions in the Ordinary Shares following Admission may take place within the CREST system if the
individual Shareholders so wish. CREST is a paperless settlement procedure which allows securities to be
evidenced without a certificate and transferred other than by written instruction.
CREST is a voluntary system and holders of Ordinary Shares who wish to receive and retain share
certificates will be able to do so. Should Shareholders wish to hold their Ordinary Shares in CREST, they
will need to follow the requisite CREST procedures for the dematerialisation of their shareholding.
21.

Summary of the Principal Changes to the Existing Articles of Association

It is proposed in Resolution 4 of the Notice of General Meeting to adopt the New Articles in order to update
and replace the existing articles of association (“Existing Articles”), primarily to take account of changes in
English company law brought about by the Act, the final part of which came into force on 1 October 2009.
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The principal changes introduced in the New Articles are summarised below. Other changes, which are of a
minor, technical or clarifying nature and also some more minor changes which merely reflect changes made
by the Act have not been summarised.
(i)

The Company’s objects
The provisions regulating the operations of the Company are currently set out in the Company’s
memorandum and articles of association. The Company’s memorandum contains, inter alia, the
objects clause which sets out the scope of the activities the Company is authorised to undertake. This
is drafted to give a wide scope.
The Act significantly reduces the constitutional significance of a company’s memorandum of
association. The Act provides that a memorandum will record only the names of the original
subscribers and the number of shares each subscriber has agreed to take in the company. Under the
Act the objects clause and all other provisions which are currently contained in a company’s
memorandum, for existing companies at 1 October 2009, will be deemed to be contained in a
company’s articles of association unless the company passes a special resolution to the contrary.
Further, the Act states that, unless a company’s articles provide otherwise, a company’s objects are
unrestricted. This abolishes the need for companies to have objects clauses. The Company is
proposing to remove its objects clause together with all other provisions of its memorandum which,
by virtue of the Act, are to be treated as forming part of the Company’s articles of association as of
1 October 2009 to allow it to have the widest possible scope for its activities.
Resolution 4(i) confirms the removal of these provisions for the Company. As the effect of this
Resolution will be to remove the statement currently in the Company’s memorandum of association
regarding limited liability, the New Articles also contain an express statement regarding the limited
liability of shareholders.

(ii)

Change of name
Currently, a company can only change its name by special resolution. Under the Act a company will
be able to change its name by other means provided for by its articles. To take advantage of this
provision, the New Articles enable the directors to pass a resolution to change the Company’s name
(Article 4).

(iii)

Authorised share capital and unissued shares
The Act abolishes the requirement for a company to have an authorised share capital. The New
Articles do not provide for an authorised share capital and so as a consequence of Resolution 4 would
be the removal of this limitation from the Company’s constitution. Directors will still be limited as to
the number of shares they can at any time allot because an allotment authority continues to be required
under the Act, save in respect of employee share schemes.
Resolutions 2 and 3 set out the limits that the members are being asked to approve in respect of
allotment and issue of new shares at the General Meeting.

(iv)

Redeemable shares
Under the old law, if a company wished to issue redeemable shares, it needed to include in its articles
the terms and manner of redemption. The Act enables directors to determine such matters instead
provided they are so authorised by the articles. The New Articles contain such an authorisation
(Article 5.3). The Company has no plans to issue redeemable shares but if it did so the directors would
need shareholders’ authority to issue new shares in the usual way.

(v)

Situational conflicts of interest
As from 1 October 2008, a new regime was introduced by the Act relating to director’s conflicts of
interest. Under section 175 of the Act each director must avoid a situation in which he has, or can
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have, a direct or indirect interest that conflicts or possibly may conflict, with the interests of the
Company. Notwithstanding the fact that the duty acts as an absolute prohibition on so called
“situational conflicts”, the Act does permit such conflicts to be authorised by the directors provided
they have been given the power to do so by the members (this usually takes the form of an amendment
to the articles). If the articles are not amended to permit the directors to authorise these conflicts, it
would be necessary for the members to do so by passing a resolution in respect of each conflict (which
is administratively inconvenient). The New Articles therefore include the requisite provisions, subject
to certain limitations (see Article 31).
(vi)

Notice periods for meetings
The Act reduces the periods of notice required for general meetings. General meetings (other than
annual general meetings, which will still require 21 days’ notice) can now be held on 14 clear days’
notice regardless of what type of resolution is being proposed. This is, however, subject to anything
to the contrary in the articles (at present the Company has to give 21 clear days’ notice if a special
resolution is to be proposed and 14 clear days if an ordinary resolution is to be proposed). Article 16
of the New Articles provides that the Company shall give such notice as is required by law for all
general and annual general meetings.

(vii) Authority to purchase own shares, consolidate and sub-divide shares, and reduce share capital
Until 1 October 2009 a company required specific enabling provisions in its articles to purchase its
own shares, to consolidate or sub-divide its shares and to reduce its share capital or other
undistributable reserves as well as shareholder authority to undertake the relevant action. The Existing
Articles include these enabling provisions. Under the Act a company will only require shareholder
authority to do any of these things and it will no longer be necessary for articles to contain enabling
provisions. Accordingly the relevant enabling provisions have not been included in the New Articles.
(viii) Provision for employees on cessation of business
The Act provides that the powers of the directors of a company to make provision for a person
employed or formerly employed by the company or any of its subsidiaries in connection with the
cessation or transfer to any person of the whole or part of the undertaking of the company or that
subsidiary, may only be exercised by the directors if they are so authorised by the company’s articles
or by the company in general meeting. The New Articles provide that the directors may exercise this
power.
(ix)

Use of seals
Under the old law a company required authority in its articles to have an official seal for use abroad.
Such authority is no longer required. Accordingly, the relevant authorisation has not been included in
the New Articles. For consistency with the Act’s changes to the execution of documents by companies,
the New Articles provide an alternative option for affixing a seal. Under the New Articles (Article 34),
when the seal is affixed to a document it may be signed by one authorised person in the presence of
a witness, whereas previously the requirement was for signature by either a director and the secretary
or two directors or such other person or persons as the directors may approve.

(x)

Suspension of registration of share transfers
The Existing Articles permit the directors to suspend the registration of transfers. Under the Act share
transfers must be registered as soon as practicable. The power in the Existing Articles to suspend the
registration of transfers is inconsistent with this requirement. Accordingly, this power has not been
included in the New Articles.

(xi)

General
Generally, the opportunity has been taken to update some of the language and drafting in the New
Articles with the intention of making the drafting of some of the existing provisions clearer.
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The principal provisions of the New Articles are summarised in paragraph 11 of Part 10 of this Document.
The New Articles are available for inspection at the Company’s registered office from the date of this
Document to, and including, the date of the General Meeting.
22.

Risk Factors

Shareholders should consider carefully the risk factors set out in Part 2 of this Document in addition
to the other information presented in this Document.
The Ordinary Shares should be regarded as a highly speculative investment and an investment in
Ordinary Shares should only be made by those with the necessary expertise to fully evaluate the
investment. Prospective investors are advised to consult an independent adviser authorised under the
Financial Services and Markets Act 2000.
23.

Further Information

Your attention is drawn to Parts 2 to 8 of this Document which contain further information on the Group, the
HyEx Group and the Enlarged Group, Part 9 which contains the Competent Persons’ Reports in respect of
the assets of the Enlarged Group as well as additional information on the Company and HyEx Group in
Part 10 of this Document.
24.

General Meeting

Set out at the end of this Document, is a notice convening a general meeting of the Company to be held at
The City of London Club, 19 Old Broad Street, London EC2N 1DS at 11.30 a.m. on 15 March 2011 at which
the following resolutions will be proposed:
Resolution 1 is an ordinary resolution to approve the Acquisition, conditional on the passing of the HyEx
Resolutions and the HyEx Court Resolution;
Resolution 2 is an ordinary resolution to give the Directors the requisite share capital authorities for the
purpose of allotting Ordinary Shares in connection with the Acquisition, the Placing and the Subscription,
and also generally to authorise an allotment of Ordinary Shares of up to an aggregate nominal value
£250,000 until the first anniversary of the Resolution;
Resolution 3 is a special resolution to give the Directors the power to disapply statutory pre-emption rights
to allot Ordinary Shares in connection with the Acquisition, the Placing and the Subscription and for the
purpose of allotting Ordinary Shares of up to an aggregate nominal value £250,000 until the first anniversary
of the Resolution;
Resolution 4 is a special resolution to adopt the New Articles; and
Conditional on the passing of Resolution 1, Resolution 5 is a special resolution to change the name of the
Company to Clontarf Energy plc.
25.

Irrevocable Undertakings

John Teeling, David Horgan and James Finn have irrevocably undertaken to HyEx and Persian Gold to vote
in favour of the HyEx Resolutions in respect of all of their beneficial holdings of 2,882 HyEx Shares,
representing in aggregate approximately 11.28 per cent. of the anticipated issued share capital of HyEx
entitled to vote at the HyEx GM at the Voting Record Time.
The company has irrevocably undertaken to HyEx to vote in favour of the HyEx Resolutions in respect of
its beneficial holding of 1,425 HyEx Shares representing approximately 5.58 per cent. of the anticipated
issued share capital of HyEx entitled to vote at the HyEx GM at the Voting Record Time.
Mauricio Gonzalez has irrevocably undertaken to Persian Gold to vote in favour of the HyEx Court
Resolution and the HyEx Resolutions in respect of all of his beneficial holdings of 80 HyEx Shares
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representing approximately 0.31 per cent. of the anticipated share capital of HyEx at the Voting Record Time
entitled to vote at the HyEx Court Meeting.
Jack Teeling has irrevocably undertaken to HyEx to vote in favour of the HyEx Resolutions in respect of his
beneficial holding of 221 HyEx Shares representing approximately 0.87 per cent. of the anticipated issued
share capital of HyEx entitled to vote at the HyEx GM at the Voting Record Time.
John Teeling, David Horgan and James Finn will abstain from voting at the HyEx Court Meeting as they are
directors and shareholders in the Company. The Company will not be entitled to vote at the HyEx Court
Meeting as the shares which it holds in HyEx do not form part of the Scheme.
These undertakings shall lapse and be of no further effect and no party thereto shall have any claim against
the other except in relation to any breach of any provision of such undertaking prior to the relevant date or
time if:
1.

the HyEx Directors recommend a superior acquisition proposal in accordance with the terms of the
Implementation Agreement; or

2.

either the Company or HyEx pays the non completion fees, as more particularly described in
paragraph 13.2 of Part 10 of this Document when, and if, due under the Implementation Agreement
and the Implementation Agreement is terminated in accordance with its terms.

26.

Action to be Taken

Shareholders will find enclosed with this Document a Form of Proxy for use at the General Meeting.
Whether or not you intend to be present at the General Meeting, you are requested to complete, sign and
return your Form of Proxy to the Company’s registrars, Computershare Investor Services (Ireland) Limited,
at Heron House, Corrig Road, Sandyford Industrial Estate, Dublin 18, Ireland as soon as possible but, in any
event, so as to arrive no later than 11.30 a.m. on 11 March 2011. The completion and return of a Form of
Proxy will not preclude you from attending the General Meeting and voting in person should you wish to do
so.
27.

Recommendation

The Independent Director considers that the Acquisition is fair and reasonable and in the best
interests of the Company and Shareholders as a whole. Consequently, the Independent Director
recommends that Shareholders vote in favour of Resolution 1 relating to the Acquisition to be
proposed at the General Meeting as he and the other Directors intend to do in respect of their holdings
of 300,000 Existing Ordinary Shares representing 0.39 per cent. of the Company’s existing issued
share capital.
The Directors consider that the Proposals (other than the Acquisition) are in the best interests of the
Company and Shareholders as a whole. Consequently, the Directors recommend that Shareholders
vote in favour of Resolutions 2 to 5 to be proposed at the General Meeting as they intend to do in
respect of their holdings of 28,100,800 Existing Ordinary Shares representing 36.2 per cent. of the
Company’s existing issued share capital.
Yours sincerely,

John Teeling
Executive Chairman
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PART 2
RISK FACTORS
Prospective investors should be aware that an investment in the Company is speculative and involves
a high degree of risk. In addition to the other information in this Document, the Directors consider the
following risk factors are of particular relevance to the Company’s activities and to any investment in
the Company. It should be noted that this list is not exhaustive and that other risk factors not presently
known or currently deemed immaterial may apply. Any one or more of these risk factors could have
a materially adverse impact on the value of the Company and its business prospects and should be
taken into consideration when assessing the Company. In such circumstances, investors could lose all
or part of the value of their investment. The risks are not presented in any order of priority.
Potential investors are advised to consult a person authorised under the Financial Services and
Markets Act 2000 who specialises in advising on investments of this kind before making any
investment decisions. A prospective investor should carefully consider whether an investment in the
Company is suitable in light of his personal circumstances and the financial resources available to him.
Prospective investors should also consider carefully all of the information set out in this Document and
the risks attaching to the investment in the Company, including in particular, the risks described
below, before making any investment decision.
There can be no certainty that the Group will be able to implement successfully the strategy set out in this
Document. No representation is or can be made as to the future performance of the Group and there can be
no assurance that the Group will achieve its objectives.
RISKS RELATING TO THE COMPANY’S BUSINESS
The Enlarged Group’s proposed operations are subject to the normal risks of oil and gas projects, and
its profits are subject to numerous factors beyond the Enlarged Group’s control. Certain of these risk
factors are discussed below.
Litigation risks
Companies within Enlarged Group are involved in litigation, both as defendant and plaintiff, details of which
are set out in paragraph 14 Part 10 of this Document.
Due to the inherent uncertainty of the litigation process, there can be no assurance that the resolution of any
particular legal proceedings will not have a material effect on the Enlarged Group’ financial position, results
of operations or ownership of interests.
Reserve and resource estimates
Any existing and future reserve and/or resource figures will be estimates and there can be no assurances that
the reserves or resources are present, will be recovered or can be brought into profitable production. Reserves
and resources estimates may require revisions based on actual production experience. Furthermore, a decline
in the market price for hydrocarbons that any company within the Enlarged Group may discover could render
remaining reserves uneconomic to recover and may ultimately result in a restatement of reserves.
Estimates of potential reserves and resources can also be affected by such factors as environmental
permitting regulations and requirements, weather, environmental factors, unforeseen technical difficulties,
unusual or unexpected geological formations and work interruptions. Material changes in reserves or
recovery rates may affect the economic viability of projects and current projects could become commercially
unviable as a result of any material reduction in estimates of reserves and resources. Reserves are reported
as general indicators and should not be interpreted as assurances of hydrocarbons or the profitability of
current or future operations.
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Exploration risks
The Enlarged Group intends to invest in exploration for and the development of resources which is
speculative and involves a significant degree of risk. There is no assurance that such exploration will lead to
commercial discoveries or, if there is a commercial discovery, that such reserves will be realisable.
Whilst the Directors will endeavour to apply what they consider from time to time to be the latest technology
to assess potential projects, the business of exploration for hydrocarbons is speculative and involves a high
degree of risk. The hydrocarbon deposits of any projects acquired by the members of the Enlarged Group
may not contain economically recoverable volumes of hydrocarbons of sufficient quality and even if there
are economically recoverable resources, delays in the construction and commissioning of projects or other
technical difficulties may make the resources difficult to exploit.
The exploration development of any projects may be disrupted, damaged or delayed by a variety of risks and
hazards which are beyond the control of the Enlarged Group. These include (without limitation) geological,
geotechnical and seismic factors, environmental hazards, technical failures, adverse weather conditions, acts
of God and government regulations or delays.
Drilling, developing and operating risks
Oil and gas drilling, developing and operating involves a number of risks, many of which are beyond the
control of the Enlarged Group, which may delay or adversely impact the Enlarged Group’s activities. These
include mechanical failures or delay, adverse weather conditions and governmental regulations or delays.
These delays and potential impacts could result in the Enlarged Group’s activities being delayed or
abandoned and substantial losses could be incurred.
Drilling may not result in the discovery of economically viable hydrocarbon resources either due to
insufficient resources being discovered, the resources not being of sufficient quality to be developed
economically or the costs of any development being in excess of that required for an economic project.
Drilling is also subject to general industry operating risks such as environmental spills or hazards,
explosions, fires, blow-outs, equipment failures, the occurrence of any of which could result in losses for the
Enlarged Group in the form of injury or loss of life, environmental damage, damage to or destruction of
property and regulatory investigations that could result in curtailment of operations, fines and other
additional costs.
Ability to exploit successful discoveries
It is possible that the Enlarged Group may not be able to exploit commercially viable discoveries in which
it holds an interest. Exploitation may require external approvals or consents from relevant authorities and the
granting of these approvals and consents is beyond the Enlarged Group’s control. The granting of such
approvals and consents may be withheld for lengthy periods, not given at all, or granted subject to the
satisfaction of certain conditions which the Enlarged Group cannot meet. As a result of such delays, the
Enlarged Group may incur additional costs, losses of revenue or part or all of its equity in a licence.
Volatility of prices
The supply, demand and prices for oil and gas are volatile and are influenced by factors beyond the Enlarged
Group’s control. These factors include global demand and supply, exchange rates, interest rates and inflation
rates and political events. A significant prolonged decline in oil and gas prices could impact the viability of
some of the Enlarged Group’s activities. Additionally, production from geographically isolated countries
may be sold at a discount to current market prices.
Reliance on key personnel and management
The Enlarged Group is highly dependent on the Directors. Whilst the Board will continue to ensure that the
Directors, consultants and any key employees are appropriately incentivised, their services cannot be
guaranteed, and the loss of their services to the Enlarged Group may have a material adverse effect on the
performance of the Enlarged Group.
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The Enlarged Group may have minority interests in the ventures in which it partakes and may be unable to
exercise control over the operations of such companies. The success of the Enlarged Group will be dependent
on the services of key management and operating personnel. Some of these individuals have not yet been
identified. The Directors believe that the Enlarged Group’s future success will depend largely on its ability
to retain and attract highly skilled and qualified personnel, and to expand, train and manage its employee
base. There can be no guarantee that suitably skilled and qualified individuals will be retained or identified
and employed or contracted on satisfactory terms or at all. If the Enlarged Group fails to retain or recruit the
necessary personnel, or if the Enlarged Group loses the services of any of its key executives, its business
could be materially and adversely affected.
The diverse geographic locations of the Enlarged Group’s operations may present specific supervisory
difficulties to the Board and as such could create ongoing difficulties in relation to the management and
operation of the Enlarged Group. This could, in the longer term, have a material adverse effect on the
Enlarged Group’s performance.
The Company may have minority interests in the ventures in which it partakes and may be unable to exercise
control over the operations of such companies.
Partner risk
The Enlarged Group is reliant on its partners and therefore this could adversely effect the
Enlarged Group’s operations. Partner risks include but are not limited to:
•

reliance on partners to complete work programmes;

•

there can be no guarantee that partners will operate projects in a manner aligned to the Enlarged
Group’s interests and that partners could exercise veto rights or otherwise act in a manner which
prevents the Enlarged Group from acting in its own best interests;

•

the Enlarged Group in some instances holds and therefore cannot control decision making;

•

there may be limits on the ability to exit joint venture arrangements;

•

there may be additional calls on the Enlarged Group’s financial resources, and if the Enlarged Group
does not make payment, the Enlarged Group’s interest would be diluted or lost; and

•

budgets may not fall under the Enlarged Group’s control.

Actions of third parties, including contractors and partners
The Enlarged Group will be reliant to an extent on third parties to provide contracting services. There can
be no assurance that these business relationships will continue to be maintained or that new ones will be
successfully formed. A breach or disruption in these relationships could be detrimental to the future business,
operating results and/or profitability of the Enlarged Group. To the extent that the Enlarged Group cannot
engage contractors according to its plans and budgets, its profit may be adversely impaired.
In certain circumstances, the Enlarged Group may be liable for the acts or omissions of its partners. If a third
party pursues claims against the Enlarged Group or against a joint venture vehicle as a result of the acts or
omissions of the Enlarged Group’s partners, the Enlarged Group’s ability to recover from such partners may
be limited. Recovery under such arrangements may involve delay, management time, costs and expenses or
may not be possible at all which, in each case, could adversely affect the Enlarged Group’s financial
performance and condition.
Licences and contractual commitments
The interests of the Enlarged Group are in some circumstances subject to licence and contractual
requirements, which include, inter alia, certain financial commitments which, if not fulfilled, could result in
the suspension or ultimate forfeiture of the relevant licence or of the Enlarged Group’s interests in prospects.
Government action, which could include non-renewal of licences, may result in any income receivable by
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the Enlarged Group being adversely affected. Other licences may be subject to ratification by governmental
bodies and affiliates, such as the Tano Agreement. In the absence of such ratification the Enlarged Group
may not be entitled to exploit these licences. A governmental body or affiliates of a country in which the
Enlarged Group operates or holds an interest may unilaterally revoke the licences and/or operating
agreements in which the Enlarged Group are interested or seek to impose restrictions on foreign ownership
of interests in such assets. There can be no guarantee that a discovery certificate will be issued in respect of
the Enlarged Group’s projects in Iran.
Environmental regulation
Environment and safety legislation (such as in relation to plugging and abandonment of wells, discharge of
materials into the environment and otherwise relating to environmental protection) may affect the Enlarged
Group’s ability to make or pursue investments and may change in a manner that may require more strict or
additional standards than those currently in effect, a heightened degree of responsibility for companies and
their directors and employees and more stringent enforcement of existing laws and regulation. There can be
no assurance that all permits which the Enlarged Group may require can be obtained or maintained on
reasonable terms. There may also be unforeseen environmental liabilities resulting from oil and gas
activities, which may be costly to remedy. In particular, the acceptable level of pollution and the potential
clean up costs and obligations and liability for toxic or hazardous substances for which the Enlarged Group
may become liable as a result of its activities may be impossible to assess against the current legal framework
and current enforcement practices of the various jurisdictions.
Political and economic risks
The majority of the Enlarged Group’s activities will be outside the UK and, accordingly, there are a number
of risks over which it will have little or no control. There can be no assurance that political stability will
continue in those countries where the Enlarged Group currently has or in the future will have operations.
Whilst the Enlarged Group will make every effort to ensure it has robust commercial agreements covering
its activities, there is a risk that the Enlarged Group’s activities will be adversely impacted by economic and
political factors such as the imposition of additional taxes and charges, as may be the case specifically in
Bolivia, cancellation or suspension of licences, expropriation, war, terrorism, insurrection and changes to
laws governing oil and gas exploration and operations.
Insurance risk
The Enlarged Group plans to insure its operations in accordance with industry practice and plans to insure
the risks it considers appropriate for the Enlarged Group’s needs and for its circumstances. Insurance cover
will not be available for every risk faced by the Enlarged Group. The Enlarged Group may be subject to
liability for pollution, blow-outs or other hazards against which the Enlarged Group or the operator may elect
not to insure because of high premium costs or other reasons. The occurrence of an event that is not covered
or fully covered by insurance could have a material adverse effect on the business, financial condition and
results of operations of the Enlarged Group. There is a risk that insurance premiums may increase to a level
where the Group considers it is unreasonable or not in its interests to maintain insurance cover or not to a
level of coverage which is in accordance with industry practice. In addition, the Enlarged Group may,
following a cost-benefit analysis, elect to not insure certain risks on the grounds that the amount of premium
payable for that risk is excessive when compared to the potential benefit to the Enlarged Group of the
insurance cover. The occurrence of an event which is not covered, in whole or in part, by insurance could
result in a significant cost to the Enlarged Group which could have a material adverse effect on its business,
financial condition and results of operations.
Title and payment obligations
The licences and any future licences in which a member of the Enlarged Group has or may earn an interest
will be subject to applications for renewal or grant (as the case may be). The renewal or grant of the term of
each licence is usually at the discretion of the relevant Government authority. If a licence is not renewed or
granted, the Enlarged Group may suffer significant damage through loss of the opportunity to develop and
discover any hydrocarbon resources on that licence area. Under its licences and certain other contractual
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agreements to which the Enlarged Group is or may in the future become party, the Enlarged Group is or may
become subject to payment and other obligations. In particular the Enlarged Group may be required to
expend the funds necessary to meet the minimum work commitments attaching to its licences. Failure to
meet these work commitments will render the licences in question liable to be revoked. Further, if any
contractual obligations are not complied with when due, in addition to any other remedies which may be
available to other parties, this could result in dilution or forfeiture of interests held by the Enlarged Group.
The Enlarged Group may not have, or be able to obtain financing for all such obligations as they arise.
Any changes in the laws of countries in which the Enlarged Group carries on business relating to mining
could materially affect the rights and title to the interests held there by the Enlarged Group. No assurance
can be given that applicable governments will not revoke or significantly alter the conditions of the
applicable exploration and mining authorisations nor that such exploration and mining authorisations will
not be challenged or impugned by third parties.
Market risk
The scale of production from a development of a discovered oil and gas resource will be dependant upon
factors over which the Enlarged Group has no control such as market conditions at that time, access to, and
the operation of, transportation and processing infrastructure, the available capacity levels and tariffs payable
by the Enlarged Group for such infrastructure and the granting of any licences or quotas the Enlarged Group
may require from the relevant regulatory authority. All of these factors may result in delays in production,
additional costs or a reduction in expected revenues for the Enlarged Group. Therefore, there is a risk that
the Enlarged Group may not make a commercial return on its investment.
Competition
The oil and gas industry is very competitive and the Enlarged Group will face competition for potential
future investments and in the countries within which it will conduct its activities. Some of the Enlarged
Group’s competitors have access to greater financial and technical resources which may convey to them a
competitive advantage. As a result, the Enlarged Group may not be able to compete effectively with these
companies or gain access to future growth opportunities.
GENERAL RISKS
Exchange rate fluctuations
A large majority of the Enlarged Group’s revenue and costs will be transacted in US$ or directly linked to
the US$ and consequently investment in the Ordinary Shares includes an economic exposure to the US$. The
Company’s accounts are maintained in pounds sterling and may therefore be partly affected by fluctuations
in the Sterling-US$ exchange rate. Fluctuations in the value of Sterling, the US$ and other currencies in
which the Enlarged Group may agree to transact business from time to time may materially affect the cash
flows and earnings which the Enlarged Group expects to realise from its operations when translated into
US$. The Company’s use of proceeds assumes an exchange rate of US$1.614:£1; the actual exchange rate
may fluctuate up or down. As the Enlarged Group generates revenues, it will be exposed to currency
translation risk on those revenues to the extent not mitigated by costs based on US$ and to the extent the
Enlarged Group does not seek to hedge its currency exposure in the financial markets. The Company has no
current hedging strategy in place.
Future funding requirements
In the opinion of the Directors, having made due and careful enquiry, taking into account the net proceeds
of the Placing and the Subscription, the working capital available to the Group will be sufficient for its
present requirements, that is for at least the next 12 months from the date of Admission. In the longer term,
the Group may need to raise additional funding to undertake work beyond that being funded by the Placing
and the Subscription. There is no certainty that this will be possible at all or on acceptable terms. In some
cases, the Group may finance development by farming out or otherwise reducing its level of participation in
interests which it holds. This could substantially dilute the Group’s interest in the licences that it currently
holds.
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Legal systems
Some of the countries in which the Company may operate in could have legal systems that result in risks
such as: (i) potential difficulties in obtaining effective legal redress in the courts of such jurisdictions,
whether in respect of a breach of law or regulation, or in an ownership dispute; (ii) a higher degree of
discretion on the part of governmental authorities; (iii) the lack of judicial or administrative guidance on
interpreting applicable rules and regulations; (iv) inconsistencies or conflicts between and within various
laws, regulations, decrees, orders and resolutions; and (v) relative inexperience of the judiciary and courts in
such matters. In certain jurisdictions the commitment of local business people, government officials and
agencies and the judicial system to abide by legal requirements and negotiated agreements may be more
uncertain, creating particular concerns with respect to licences and agreements for business. These may be
susceptible to revision or cancellation and legal redress may be uncertain or delayed. There can be no
assurance that joint ventures, licences, licence applications or other legal arrangements will not be adversely
affected by the actions of government authorities or others and the effectiveness of and enforcement of such
arrangements in these jurisdictions cannot be assured.
No Takeover Protection
The City Code is not expected to apply to the Company following Admission on the basis that the
Company’s place of central management and control is not expected to be in the UK, the Channel Islands or
the Isle of Man. Any takeover offer for the Company or consolidation of control in the Company will not,
therefore, be regulated by the City Code or any other takeover regime.
Liquidity of the Ordinary Shares
The Ordinary Shares will be traded on AIM. AIM is a market designed primarily for emerging or smaller
companies. The rules of this market are less demanding than those of the Official List. Investments in shares
traded on AIM are highly speculative and carry a higher degree of risk than investments in shares quoted on
the Official List. Neither the London Stock Exchange nor the UKLA have examined this document for the
purposes of the Admission.
An investment in the Ordinary Shares may be difficult to realise and the price at which the Ordinary Shares
will be traded and the price at which investors may realise their investment will be influenced by a large
number of factors, some specific to the Enlarged Group and its operations and some, which may affect
quoted companies generally. Admission to AIM should not be taken as implying that there will be a liquid
market for the Ordinary Shares. The market for shares in smaller public companies, such as the Company,
is less liquid than for larger public companies. The Enlarged Group is aiming to achieve capital growth and,
therefore, Ordinary Shares may not be suitable as a short-term investment. Consequently, the share price may
be subject to greater fluctuation on small volumes of shares, and thus the Ordinary Shares may be difficult
to sell at a particular price. The value of the Ordinary Shares may go down as well as up. Investors may
therefore realise less than their original investment, or sustain a total loss of their investment. Equally, the
Enlarged Group cannot control when large numbers of Ordinary Shares may be sold after Admission. Any
such sales could result in a material fall in the price of Ordinary Shares.
Suitability of Ordinary Shares as an investment
The Ordinary Shares may not be suitable for all the recipients of this Document. Before making a final
decision, investors are advised to consult an investment adviser authorised through the Financial Services
and Markets Act 2000 or another appropriately qualified professional adviser who specialises in advising on
the acquisition of shares and other securities. The value of the Ordinary Shares and the income received from
them can go down as well as up and investors may get back less than their original investment.
Forward looking statements
All statements other than statements of historical facts included in this Document, including, without
limitation, those regarding the Group’s financial position, business strategy, plans and objectives of
management for future operations or statements relating to expectations in relation to dividends or any
statements preceded by, followed by or that include the words “targets”, “believes”, “expects”, “aims”,
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“intends”, “plans”, “will”, “may”, “anticipates”, “would”, “could” or similar expressions or the negative
thereof, are forward looking statements. Such forward looking statements involve known and unknown risks,
uncertainties and other important factors beyond the Group’s control that could cause the actual results,
performance, achievements of or dividends paid by, the Group to be materially different from future results,
performance or achievements, or dividend payments expressed or implied by such forward looking
statements. Such forward looking statements are based on numerous assumptions regarding the Group’s
present and future business strategies and the environment in which the Group will operate in the future.
These forward looking statements speak only as of the date of this Document.
The Enlarged Group expressly disclaims any obligation or undertaking to disseminate any updates or
revisions to any forward looking statements contained herein to reflect any change in the Group’s
expectations with regard thereto, any new information or any change in events, conditions or circumstances
on which any such statements are based, unless required to do so by law or any appropriate regulatory
authority.
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PART 3
INFORMATION ON PERSIAN GOLD PLC
Ghana
The Directors view Ghana as attractive for exploration and development with agreement terms which do not
yet reflect recent exploration success and large exploration potential compared with other countries with
more established hydrocarbon resources.
In December 2008, PARL entered into a petroleum agreement with GNPC in respect of the Tano 2A Block
oil exploration concession onshore and shallow near-shore Ghana. This agreement, which was renegotiated
on 27 January 2010, remains subject to ratification by the Ghanaian parliament. The Company has a 30 per
cent. shareholding in PARL. The Tano 2A Block consists of 1,532 km2 of onshore and shallow near-shore
acreage close to the recent discoveries in the deeper Tano basin by a consortium including Tullow Oil plc,
Kosmos Energy LLC. and GNPC. The other shareholders of PARL are HyEx (30 per cent.), Petrel Resources
plc (30 per cent.) and Ghanaian holders (10 per cent.).
Figure 1: Current Licencing Map (Redrawn from GNPC).

Source: Carta Design Limited Report in Part 9 of this Document
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Extensive data regarding the Tano 2A Block has been purchased by the Company from GNPC including 42
geological reports and 676 km of 2D seismic data. The Company has identified a significant number of
Leads from an initial review of the data. The initial interpretation of the main seismic surveys acquired is
now underway by the Company’s technical experts and contractors.
As stated above, the Tano Agreement was renegotiated on 27 January 2010 and remains subject to ratification
by the Ghanaian parliament. A summary of the material financial and work obligations of the renegotiated
Tano Agreement are as follows:
•

Subject to the provisions of the agreement the term is 30 years, initially divided into an initial period
of three years (the “Initial Exploration Period”), a first extension period of two years (“First
Extension Period”) and a second extension period of one and half years (“Second Extension
Period”);

•

12.5 per cent. royalties on gross oil production and 10 per cent. royalties on gross gas production.
There are additional oil entitlements for GNPC as follows:
AOE ROR

Additional Oil Entitlement

Less than 12.5%
More than 12.5% but less than 17.5%
More than 17.5% but less than 22.5%
More than 22.5% but less than 27.5%
More than 27.5%

0%
15%
20%
25%
30%

•

Initially GNPC has a 10 per cent. carried interest in respect of any exploration and development
operation. GNPC must opt to pay its way or drop its participation after a declaration of commerciality.
If the GNPC does not pay its prior and ongoing costs, its interest lapses;

•

GNPC has an option to contribute in respect of each development and production area up to
15 per cent. of all development and production costs thereby acquiring an additional interest of up to
15 per cent. in any such development and production area;

•

Income Tax is 35 per cent. in accordance with the Petroleum Income Tax Act 1987 (PNDC L188);

•

During the Initial Exploration Period, PARL must: (1) reprocess all existing 2D seismic data covering
the licence area; (2) acquire, process and interpret at least 1,000 km2 of new 2D seismic data; and
(3) drill a minimum of one exploration well;

•

Minimum expenditure during the Initial Exploration Period is US$25 million if the well is drilled
onshore or US$35 million if the well is drilled offshore;

•

During the First Extension Period, PARL must: (1) acquire, process and interpret at least 100 km2 of
new 3D seismic data; (2) conduct geological and geophysical studies; and (3) drill a minimum of one
exploration well;

•

Minimum expenditure during the First Extension Period is US$15 million if the well is drilled
onshore or $30 million if the well is drilled offshore;

•

During the Second Extension Period, PARL must: (1) conduct further geological and geophysical
studies; and (2) drill a minimum of one exploration well;

•

Minimum expenditure during the Second Extension Period is US$15 million if the well is drilled
onshore or US$30 million if the well is drilled offshore;

•

Surface rentals payable pursuant to Section 18 of the Petroleum Act 1987 per sq kilometre of the area
remaining at the beginning of each contract year are as follows:
o
o
o
o

During the Initial Exploration Period
During the First Extension Period
During the Second Extension Period
For a development and production area
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US$30 per sq kilometre
US$50 per sq kilometre
US$75 per sq kilometre
US$100 per sq kilometre;

•

A training allowance of US$250,000 is to be paid to the GNPC annually; and

•

A one-off technology support payment of US$500,000 is to be made to the GNPC in the first contract
year.

Management expects that the renegotiated Tano Agreement will be ratified by the Ghanaian parliament in
Q1 2011. Following such ratification, the Directors intend to find a suitable partner to assist in the
development of the Tano 2A Block.
Iran
Iran possesses some of the largest natural resource deposits in the world particularly in the Tethyan belt,
which stretches from Turkey over Iran to Pakistan. Persian Gold’s projects are located in this prolific central
volcanic belt which confirms the mineral potential of them. Largely unexplored in the last 30 years, Iran has
good working conditions and a highly educated and well skilled population.
The Company has two major projects in Iran: the Chah-e-Zard Project and the Dalli Project. In addition, the
Company has two early stage projects: Dustbiglu and Twin Hills, Takestan.
Figure 2: Location of the Dalli and Chah-e-Zard Projects in Iran.

Source: Wardell Armstrong LLP report in Part 9 of this Document
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Chah-e-Zard Project
The Chah-e-Zard Project is located approximately 550 km southeast of the capital city of Tehran and 100 km
south of the provincial city of Yazd.
The project (which covers an area of 39.5 km2) is a gold target hosted in intermediate composition tertiary
volcanics and volcanic breccias. The zone of defined gold mineralisation within the project area is located
in a large area strongly altered by hydrothermal fluids to clay, alunite and silica. The gold mineralisation
appears to be directly related to the strength of the silicification observed in the system. This is considered
to be similar to other large volcanic hosted gold systems throughout the world.
Exploration work at Chah-e-Zard to this point consists of two separate phases of sampling, trenching and
drilling, including a total of 38 diamond drill holes. The initial stage of exploration defined a large coherent
surface zone of gold mineralisation. This was confirmed through the trenching of multiple areas and
followed up by a 16 hole diamond drilling programme. The results of that first phase programme indicated
that the best gold grades and longest gold intercepts were within an area now termed as the Southern Zone.
The first three holes of that drill programme delivered some of the best results. Drill hole ZDH-1 intersected
40 metres of 1.24 g/t Au, drill hole ZDH-2 intersected 40 metres of 0.43 g/t Au and drill hole ZDH-3
intersected the strongest interval of 122 metres of 1.95 g/t Au. Mineralisation from the first phase drilling
programme consisted of both a near surface oxide gold zone and a deeper zone of gold in primary sulphides.
The second phase of trenching and drilling at the Chah-e-Zard Project, completed in late 2007, was directed
at the definition of a near surface oxide gold zone in the southern part of the project area. A total of twenty
four trenches and 22 diamond drill holes were completed as part of this second phase programme. This work
produced positive results and further defined the location and controls to the near surface gold mineralised
structures.
Drill Results:
•

•

First Phase Highlights
•

ZDH 1: 40 m @ 1.24/g/t gold (Au)

•

ZDH 2: 40 m @ 0.43 g/t Au

•

ZDH 3: 122 m @ 1.95 g/t Au

•

Gold was found in 13 of the 16 drill holes

Second Phase Highlights
Best Drill Results
•

ZDH 4:

2 m @ 45.4 g/t Au
12 m @ 6.2 g/t Au

•

ZDH 5:

12 m @ 2.65 g/t Au

•

ZDH 5-2:

5 m @ 6 g/t Au
19 m @ 2.2 g/t Au

•

ZDH 10:

32 m @ 5.9 g/t Au & 3 m @ 11.6 g/t Au
14 m @ 3.1g/t Au

•

ZDH 10-2: 3 m @ 2.63 g/t Au

•

ZDH 11:

5 m @ 11.1g/t & 1 m @ 7.5 g/t
1 m @ 9.04g/t Au

58

•

Gold and silver grades were found in every hole

All project results have been modelled by Persian Gold.
Following a review of the geological data;
•

the Company exercised the option to acquire 70 per cent. of Talaye Pars Yazd which is intended to
develop the Chah-e-Zard Project;

•

application was made in September 2008 to the Iranian authorities for a discovery certificate for the
Chah-e-Zard Project; and

•

a scoping study into a small leach gold/silver mine based on the oxide ore was commenced.

The Board’s intention is (if exploration and exploitation licences are issued), to define a near surface oxide
gold resource and to develop a profitable open pit, heap leach mine.
Dalli Project
The Dalli Project licence area covers 9 km2 and is located approximately 200 km southwest of Tehran within
the central volcanic belt that hosts two other major porphyry systems, Sar Cheshmeh and Sungun. Prior to
Persian Gold’s involvement the Dalli Project had never been drilled.
The Dalli Project consists of extensive surface gold-copper mineralisation in an intermediate intrusive
complex. There are two distinct centres of mineralisation located 1.7 km apart, known as the South Hill and
the North Hill. The two mineralised centres, as defined by both surface geochemistry and diamond drilling,
are aligned along a northeast-southwest trending structural zone. The similarity of copper and gold grades in
both the South Hill and the North Hill mineral complexes suggest a closely linked porphyry system.
A four-hole drilling programme was completed with every hole encountering significant gold-copper
mineralisation. A second phase drilling programme includes a further four diamond drill holes.
A surface induced polarisation geophysical survey has been completed over the porphyry centres at both the
North Hill and the South Hill. This survey consisted of six profiles for a total length of 2.6 km. This survey
has defined potential extensions to the zone of conductive sulphides which correlates with the intercepts seen
in the drilling.
For comparative purposes, two of the largest porphyry copper deposits in Iran, Sar Cheshmeh and Sungun
have copper grades only slightly higher than that of the South Hill mineral system. The copper grade at Sar
Cheshmeh is approximately 0.70 per cent. and that of Sungun is 0.75 per cent. with only minor by-product
gold for each. The Directors believe that the gold content in the South Hill is significant and will greatly
impact the economics of the project.
Drill Results
•

First Phase Highlights
Two diamond drill holes completed in the South Hill
•

DDHO1

210 m – 0.68 g/t Au and 0.48% Cu

•

DDHO2

213 m – 0.75 g/t Au and 0.57% Cu

Two diamond drill holes completed in the North Hill

•

•

DDHO3

233 m – 0.52 g/t Au and 0.12% Cu

•

DDHO4

99 m – 0.53 g/t Au and 0.17% Cu

Second Phase Highlights
Three diamond drill holes completed in the South Hill
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•

DDH06

56 m – 0.52 g/t Au and 0.37% Cu
66 m – 0.39 g/t Au and 0.31% Cu
11 m – 0.83 g/t Au and 0.71% Cu
24 m – 0.24 g/t Au and 0.49% Cu

•

DDHO7

220 m – 0.5 g/t Au and 0.42% Cu
43 m – 0.26 g/t Au and 0.34% Cu

•

DDHO8

76 m – 0.36 g/t Au and 0.3% Cu

No drilling was conducted on the North Hill in Phase 2.
Persian Gold also has two early stage projects in Iran (Dustbiglu and Twin Hills, Takestan) which the
Company is not planning to advance at this time.
Bolivia
In May 2010, Persian Gold entered into a memorandum of understanding (“MoU”) with Quimbabol, the
state of Potosi and local communities (residing in the area) to study certain evaporates deposits in salt-lakes
in Bolivia over which Quimbabol has concessions. The scope of study includes a variety of potentially
economic minerals, including lithium. Bolivia accounts for approximately 50 per cent. of the world’s lithium
reserves. Persian Gold has identified 5 salt lakes feasible for exploration and production of carbonates and
sulphates containing commercial lithium (in particular, the Lake Uyuni and Coipasa salt pans in the Andes).
Persian Gold’s obligation under the MoU is to prepare a scoping study on industrial projects associated with
the salt-lakes, namely a soda ash plant and borax derived deposits. This project is currently very early stage
and the Directors expect that it will involve relatively low costs and commitments in 2011. The next steps
for this project are laboratory tests on samples already taken to determine the chemical and physical
properties of the constituent minerals with a view to then marketing to key customers.
Persian Gold’s management team has 22 years of continuous operating experience in Bolivia, decades of
mineral exploration experience and extensive knowledge and experience in industrial minerals processing
and marketing. Bolivia has at least half the world’s lithium reserves but has yet to work out a complete
strategy to explore and develop its potential. Persian Gold’s management aims to use its special knowledge,
contacts and experience to help Bolivia to develop these reserves provided attractive fiscal terms and
adequate title can be achieved.
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PART 4
INFORMATION ON HYDROCARBON EXPLORATION PLC
HyEx was incorporated on 16 February 2010 to acquire certain assets from Pan Andean Resources plc prior
to the acquisition of Pan Andean by Petrominerales Ltd on 13 April 2010. HyEx has projects in Ghana, Peru,
Bolivia and the US.
Ghana
HyEx holds (through its 30 per cent. shareholding in PARL) a 30 per cent. interest in the Tano 2A Block,
details of which are described in Part 3.
Peru
Peru is now seen as a target area by the international exploration and production industry because of its probusiness government, attractive fiscal terms, proven hydrocarbon systems yet relatively limited exploration
history. HyEx was awarded two exploration blocks by the Peruvian authorities in the October 2010 Peruvian
bid round: Blocks 188 and 183. The signing ceremony to formalise the award of these blocks is expected to
occur in early 2011.
Figure 3: Peruvian petroleum licence blocks and sedimentary basins.

Source: Perú Petrol
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Block 188, which is close to the Camisea field with an estimated 16 TCF of gas and over 400 million barrels
of hydrocarbon liquids (condensate & natural gasoline). The play-type (or geologically-defined target) in this
block is similar to Camisea based on historic data that has recently been reprocessed with modern equipment
and techniques by the prior operator. The directors of HyEx believe that Block 188 is also prospective for
medium-size shallower fields.
Block 183 lies in the Marañon Basin in central Peru (which has been a source of oil production). The block
is located beside blocks with existing oil production. Any discovery on this block could connect to existing
gas-condensate infrastructure.
The Directors consider that the work programme and conditions of necessary bonds for these blocks are
excellent. The bonds required for phase 1 exploration from the Company are expected to cost approximately
US$60k for Block 188 and US$72k for Block 183.
The HyEx management team delivered (while at Pan Andean) four exploration blocks and three farm-outs
in Peru. Having invested circa US$3 million (a significant proportion of which was later recovered from
farm-in partners), Pan Andean (after divesting certain assets to HyEx) was sold for US$31 million in cash in
2010. HyEx’s intention is to repeat this success in Peru by adding value to properties which it intends to farm
out, joint venture or sell.
Bolivia
In April 2010, HyEx acquired Petrolex from Pan Andean. Petrolex has interests in (1) the El Dorado Field
on which significant exploration success was enjoyed in the second half of 2010, and (2) the Monteagudo
Field. The Directors believe the Monteagudo Field has gas exploration potential at depth in the Devonian age
rocks which have delivered multi-TCF gas discoveries in nearby blocks operated by Total S.A., Petrobras
and Repsol. Both of these are proven projects close to existing export pipelines which provides an
opportunity to be connected to existing infrastructure and sold on the international market.
El Dorado Field
The El Dorado Field covers 18,250 hectares in the Province of Cordillera, Santa Cruz. It is approximately
29 km from the entrance to the massive Boliva-Brazil gas export pipe line and 55 km south of the fastgrowing city of Santa Cruz de la Sierra on the main paved highway which goes to Argentina.
Figure 4: El Dorado Field.

Source: Servolab Report in Part 9 of this Document
The El Dorado Field produces a relatively rich (i.e. valuable) natural gas which is processed in the nearby
Percheles Dew Point gas plant.
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Petrolex holds a 10 per cent. stake in the El Dorado Field. The remaining 90 per cent. stake is held by YPFB
Chaco, which was formerly part of the BP group (as Chaco S.A.). In 2007, Chaco was nationalised by the
Bolivian state oil company, YPFB.
The Directors believe the assumption of control of Chaco by YPFB, while perceived internationally as
negative, was a positive development for Petrolex as YPFB brought the El Dorado Field into production, a
development that Petrolex had been pushing unsuccessfully for since 2000. As part of their work, YPFB
drilled a step-out well some 10 km away from the original El Dorado discovery in 1999/2000 and beyond a
fault that was generally believed to delineate the El Dorado Field. This well was a major discovery, flowing
approximately 10 MMscf/d of gas and approximately 290 bcpd – greater even than the combined production
of the initial field wells. This production has recently been increasing with a successful production test after
the completion in August 2010 of the El Dorado X-1005 which was drilled to a depth of 4,164 metres.
Production tests on this well delivered positive results.
Following this discovery YPFB re-entered the DRD X-1003 well (that had previously been considered
unpromising). Production tests from the re-entry of the DRD X-1003 well (completed during November
2010) gave positive results with 4 to 5 MMscf/d of gas flowing with chokes 20/64 and 24/64.
Following this recent exploration success, the HyEx management team estimates reserves at up to 400 Bscf
and 8 to 10 MM barrels of condensate. These wells are now producing approximately 14 MMscf/d of gas
and 321 bcpd, which should rise to circa 19 MMscf/d of gas and approximately 410 bcpd.
Planned production has been upgraded to circa 40 MMscf/d & 800 bcpd, which the HyEx management
expects will yield gross revenues of over US$200k daily. After confirmation of the gas export price and
repayment of capex, opex and royalties the Directors expect to yield several million dollars of revenue yearly
after 2012 (subject to resolving the dispute with Chaco detailed below under “Legal disputes”).
Monteagudo Field
Petrolex holds a 30 per cent. interest in the Monteagudo Field in Central Bolivia. This project is operated by
Repsol (holding a 30 per cent. interest). The Monteagudo Field is located in the Sub Andean belt of Boliva
in the department of Chuquisaca, approximately 240 km from the city of Santa Cruz.
Figure 5: Monteagudo Field.

Source: Servolab Report in Part 9 of this Document
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The Monteagudo Field is a traditional (i.e. pre-1995) field producing circa 120 bopd of 44° API of oil,
400,000 cf/d of gas and 140 Bbls/d of water. The Directors believe that there is a deep gas play estimated to
contain up to 3 TCF. This is identified by 3D seismic data and is similar to nearby multi-TCF discoveries.
In May 2005, the Bolivian Government adopted Hydrocarbons Law 3058 establishing an additional
hydrocarbon tax of 32 per cent. and increased state involvement in the oil and gas industry. HyEx and the
industry as a whole are concerned with these tax changes, which are currently the subject of international
arbitration initiated by oil companies active in Bolivia. Petrolex is currently disputing the legal basis for these
taxes. Petrolex has received advice that marginal or small fields are outside the remit of these new taxes. As
the outcome of the legal challenge is uncertain, the directors of HyEx have not made any provision in respect
of the proposed tax changes for these taxes which are estimated to amount to £400k.
In February 2009 a new constitution was adopted in Bolivia. Existing oil and gas exploration and production
contracts in the country may be influenced by evolving Bolivian legislation such as the new constitution. To
date, the Bolivian Government has not issued the necessary regulations governing implementation of the new
constitution. Consequently, the impact of these developments remains uncertain.
Legal disputes
HyEx’s projects in Bolivia are currently subject to a number of legal disputes. Notwithstanding the current
difficulties, the Directors consider there could be significant value extracted from its projects in Bolivia with
significant hydrocarbon potential in terms of geology and location.
The Group’s current strategy is to resolve existing legal disputes investing the minimum cash resources
required so as to maintain title and tenure in existing projects. The Directors believe that significant
Shareholder value may lie in drilling deep well prospects with future partners.
Petrolex has initiated a civil lawsuit against Chaco, for the alleged non-fulfilment of the joint operating
agreement in respect of the El Dorado Field. Pending the fulfilment of the operations contract Petrolex
ceased payment of cash calls. As a result Chaco is claiming for unpaid cash calls from Petrolex under the
operations contract.
Petrolex is also in dispute with Repsol in relation to Petrolex’s interest in the Monteagudo Field. Pending the
fulfilment of the operations contract Petrolex ceased payment of cash calls and is disputing such cash calls
on the basis that there were excessively high operating and administrative costs in respect of this field.
Arising from the above two disputes, the operators have not provided Petrolex access to all information
relating to each of the relevant projects. Further details regarding these disputes are set out under
paragraph 14.2 entitled “Bolivian Litigation” in Part 10 of this Document. HyEx Directors have
received limited reliable financial information in respect of Petrolex as set out in paragraph 18 of Part
10 of this Document.
The development of these blocks has been delayed due to the above uncertainties as the Group does not
intend to make further investments on these projects until the laws are clarified and the disputes settled.
The government has imposed price control in respect of oil output from the Monteagudo Field, which is
significantly below international traded oil prices.
The development of these blocks has been delayed due to the above uncertainties as the Group does not
intend to make further investments on these projects until the hydrocarbon legislation enacted by the
Bolivian Government is clarified and the disputes settled.
The US
HyEx has interests in five oil and gas fields in the US held through the company’s subsidiary Endeavour. Of
the five fields, three are offshore in the Gulf of Mexico and two are onshore in Texas; four fields are currently
operational. The US assets were acquired in 2000 and 2001 and since then have been generating most of the
group’s cashflow.
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HyEx USA Gulf of Mexico Interests

Interest

Operator

Current
approximate
revenue
per month

Type of
interest

Type of
field

Current
production

Royalty
interest –
0.9583%
Royalty
interest –
0.9546%
Royalty
interest –
1.6125%
Royalty
interest –
0.5375%
Working
interest –
67.87%
Working
interest –
20.9%
Royalty
interest –
0.35%
Royalty
interest –
1%

Oil and gas

11 MMcf
gas/day;
180 bbls/day

US$30,000

Oil and gas

2 MMcF
gas/day

US$5,000

Oil and gas

Up to 35 bbls/
day

No cashflow

Oil

Not producing

–

Oil

350 bbls/day

US$2,000

Oil and gas

370 MMcF
gas/day

US$2,200

1. Block High Island 52
Gryphon Royalty

Gryphon
Exploration

Samson Royalty

Gryphon
Exploration

Phoenix Royalty

Phoenix
Exploration Inc

Zenergy Royalty

Phoenix
Exploration Inc

2. Block High Island 30L Hunt Oil

3. Vrazel

4. Eugene Island 255

Nexin Petroleum

5. North Bob West

Crimson
Exploration Inc

High Island 52 (“HI52 Field”), Gulf of Mexico
Endeavour has two significant royalty interests in the HI52 Field, one from Gryphon Exploration Inc
(“Gryphon”) and the other from Phoenix Exploration Inc (“Phoenix”). The HI52 Field consists of six
offshore continental shelf leases and is located in federal waters approximately four miles east of the HI30L
Field.
In 2000, lease number 508, located in the northeast quarter of the HI52 Field was farmed out to Gryphon.
Successful drilling by Gryphon confirmed the exploration potential of the HI52 Field. Gryphon drilled three
discovery wells below the previous producing intervals. All three wells were discoveries and are currently
producing over 11 million cubic feet of gas daily. Endeavour’s royalty interest for the HI52 Field produces
cashflow each month.
In November 2006, the balance of the HI52 Field was farmed out to Phoenix. Phoenix drilled a successful
well to a target depth of 8,700 feet. This well has been producing at between 2 and 3 million cubic feet of
gas per day. Endeavour receives a 2.15 per cent. royalty on the revenues from this well. Phoenix has
identified a deep prospect on the block but has no plans to drill at the moment. Endeavour will receive a
2.15 per cent. royalty from all future wells drilled by Phoenix on the HI52 Field.
High Island 30L (“HI30L Field”), Gulf of Mexico
The HI30L Field is a single platform field in Texas state waters. Endeavour has a 67.87 per cent. working
interest in this field which currently produces approximately 35 bopd. The leases were originally acquired
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in the early 1970’s by Kilroy Company of Texas (“Kilroy”). Kilroy drilled the HI30L No 1 Well in June 1975
to a depth of 9,069 feet and found three siph davisi sands, with one being productive. Over the next 20 years
Kilroy drilled a total of eight wells on the HI30L Field and the High Island 31L field (“HI31L Field”) with
five wells being producers. To date, the HI30L Field has produced 8.5 million barrels of oil and 7 billion
cubic feet of gas.
In December 2006, Hunt Oil Company (“Hunt Oil”), one of our Endeavour’s partners in respect of the
HI30L Field drilled two successful wells in the adjoining HI31L Field. Hunt Oil entered into a production
handling agreement with Endeavour, whereby Hunt Oil pays a fee to pipe its oil and gas to Endeavour’s
platform on HI30L Field. In addition, Hunt Oil became the operator of the HI30L Field.
The oil, gas and water production from both the HI30L Field and the HI31L Field is separated and measured
at the HI30L platform. The gas is piped directly to shore where it is sold to Kinder Morgan. The oil is
pumped into the 8 inch pipeline from the HI30L platform to the HI24L platform.
Endeavour has a dedicated separator to measure the oil flow stream before it is co-mingled with HI24
production and pumped to shore, where it is sold to Plains Resources Inc. Since March 2008 when the HI30L
well came back into production it has been producing at up to 35 bopd. As the current reservoir pressure is
so low, producing at higher flow rates drags formation sand into the wellbase and then uphole into the surface
equipment. When that happens, it shuts down the entire operations until the sand can be cleared out. The
exploration potential on the HI30L Field has been reviewed and reassessed. A prospect was identified on the
block which may contain over 1 million barrels of oil and 2 billion cubic feet of gas.
The oil and gas fields are projected to continue production for the next few years and the Directors project
that production from the HI30L well will decline from 2011. It is projected that decommissioning costs of
US$1 million will be incurred after the well ceases production of which Endeavour will be liable for
67.87 per cent. A provision of £659k has been provided for in the accounts of Endeavour for the year ended
31 March 2010.
HyEx is in legal dispute with Hunt Oil regarding HI30L Field. Hunt Oil Company filed litigation
proceedings against Endeavour in 2009 seeking payment of alleged unpaid joint interest billings
arising out of operations on the HI30L Field. A verdict was issued on 31 January 2011 and Hunt Oil
Company was awarded up to US$3,868,649 (including costs). The final amount of the judgement will
be determined by the Court following written submissions by the parties and a Court hearing, which
is unlikely to take place for at least one month. Thereafter the parties have a 30 day period from the
date of entry of the final judgment in which to appeal or file additional motions to correct or modify
the judgment. The directors of Endeavour are considering the matter with their US legal advisors. The
options may include appealing the verdict and/or entering into further discussions with Hunt Oil
Company. Further details regarding this dispute are set out under paragraph 14.1 entitled
“Litigation” in Part 10 of this Document. A successful claim by Hunt Oil in respect of this dispute
could have a materially negative impact on the other assets held by Endeavour.
North Bob West Field, Zapata County, Texas
The North Bob West oil and gas field (“North Bob West Field”) is located on the Texas-Mexico border
beneath the Falcon Lake reservoir. The wells are directionally drilled from the shore surrounding the lake to
a physical location beneath the lake. The shorter directional wells have already been drilled/developed under
the lake while the longer directional drilled wells await future development. The initial operator (TransTexas
Inc) was unsuccessful in its attempt to unitise both the shallow and deep rights with the current royalty and
overriding royalty partners. Due to this failure, the wells must be produced separately beginning with the
shallow formations followed sequentially with the deeper formations. This will take considerable time to
extract the gas reserves.
During 2008, El Paso E & P Company, L.P. (the subsequent Operator after TransTexas) sold 13 wells of the
16 wells on the North Bob West Field to Crimson Exploration, Inc. (“Crimson”). Endeavour has an
overriding royalty interest (up to 1 per cent.) in this field area with certain depth limitations applied in
specific areas. While Endeavour pays no costs associated with the development of the North Bob West Field,
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it cannot provide a definitive timetable whereby additional behind pipe completions or additional drilling
activities will take place. The Board believes that Crimson will be prudent in its plans to only complete
behind pipe reserves in the existing wells after the current completion intervals become non-commercial.
The field is currently producing 370McF gas/day.
Vrazel No 2 Well, Onshore Texas
Endeavour holds a 20.9 per cent. working interest and a 14.80 per cent. net revenue interest in this 245.48
acre lease. The Vrazel well was drilled in 2004 and had been producing continuously until 2009. Since 2004,
the well has produced over 700 million cubic feet of gas and 17,000 barrels of condensate. The existing well
is now depleted but there is one remaining potentially commercial behind pipe zone to be tested.
Eugene Island 255
This is a single well field, offshore Louisiana operated by Nexen Petroleum Inc. Endeavour has a
0.35 per cent. royalty interest in this well which is currently producing up to 350 bopd.
The Enlarged Group’s strategy in relation to its US interests is to maximise cashflow from existing onshore
and offshore assets while exploiting any exploration opportunities on the assets.
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PART 5
FINANCIAL INFORMATION ON PERSIAN GOLD PLC
(A)

ACCOUNTANTS’ REPORT FOR THE THREE YEARS ENDED 31 DECEMBER 2009

The Board of Directors
on behalf of Persian Gold plc
162 Clontarf Road
Dublin 3
Ireland
Directors
Shore Capital & Corporate Limited
Bond Street House
14 Clifford Street
London
W1S 4JU
4 February 2011
Dear Sirs,
Persian Gold plc
We report on the financial information set out in Part 5(A) of the AIM Admission document dated 4 February
2011 of Persian Gold plc (the “Company” and, together with its subsidiaries, the “Group”). This financial
information has been prepared for inclusion in the Admission Document on the basis of the accounting
policies set out in Note 1 to the financial information. This report is required by paragraph (a) of Schedule
Two to the AIM Rules and is given for the purpose of complying with that requirement and for no other
purpose.
Responsibilities
The Directors of the Company are responsible for preparing the financial information on the basis of
preparation set out in Note 1 to the financial information and in accordance with IFRS as adopted by the EU.
It is our responsibility to form an opinion as to whether the financial information gives a true and fair view,
for the purposes of the Admission Document, and to report our opinion to you.
Save for any responsibility arising under the AIM Rules to any person as and to the extent there provided, to
the fullest extent permitted by law we do not assume any responsibility and will not accept any liability to
any other person for any loss suffered by any such other person as a result of, arising out of, or in accordance
with this report or our statement, required by and given solely for the purposes of complying with the AIM
Rules, consenting to its inclusion in the prospectus.
Basis of opinion
We conducted our work in accordance with the Standards for Investment Reporting issued by the Auditing
Practices Board in the United Kingdom. Our work included an assessment of evidence relevant to the
amounts and disclosures in the financial information. It also included an assessment of significant estimates
and judgments made by those responsible for the preparation of the financial information and whether the
accounting policies are appropriate to the entity’s circumstances, consistently applied and adequately
disclosed.
We planned and performed our work so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
financial information is free from material misstatement whether caused by fraud or other irregularity or
error.
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Our work has not been carried out in accordance with auditing or other standards and practices generally
accepted in jurisdictions outside the United Kingdom, including the United States of America, and
accordingly should not be relied upon as if it had been carried out in accordance with those standards and
practices.
Opinion
In our opinion, the financial information gives, for the purposes of the Admission Document, a true and fair
view of the state of affairs of the Group as at the dates stated and of its losses, cash flows and changes in
equity for the periods then ended in accordance with the basis of preparation set out in Note 1 and in
accordance with IFRS as adopted by the EU.
Emphasis of Matter-Going Concern and Realisation of Assets
Without qualifying our opinion, we draw your attention to:
•

Note 3 to the financial information indicates that the company has entered into an implementation
agreement whereby it has agreed to acquire all of the outstanding shares of Hydrocarbon Exploration
plc. The company plans to apply for re admission to AIM, and also plans to raise £1.75 million prior
to re-admission. These funds are dependent on successful fundraising and re-admission to AIM, and
will be used to continue development projects and to discharge liabilities of the enlarged group as they
fall due, for at least two years. The transaction is expected to be completed in April 2011. These
conditions indicate the existence of a material uncertainty which may cast significant doubt about the
group’s ability to continue as a going concern. The directors have prepared the financial information
of the group on the basis that the group is a going concern. The financial information does not include
the adjustments that would result if the group was unable to continue as a going concern.

•

Notes 12 and 14 to the financial information concerning the valuation of intangible assets and
amounts due by group undertakings. The realisation of the intangible assets of £1,910,073,
£1,831,551 and £1,283,362 at 31 December 2009, 31 December 2008 and 31 December 2007
respectively, as included in the consolidated balance sheet and intangible assets of £1,595,933,
£1,571,935 and £1,283,362 at 31 December 2009, 31 December 2008 and 31 December 2007
respectively and amounts due by group undertakings of £235,307 and £164,450 at 31 December 2009
and 31 December 2008, respectively included in the parent company balance sheet is dependent on
the discovery and successful development of economic mineral reserves including the ability of the
Group to raise sufficient finance to develop the projects. The financial information does not include
any adjustments relating to these uncertainties, and the ultimate outcome cannot, at present, be
determined.

Declaration
For the purposes of paragraph (a) of Schedule Two of the AIM rules, we are responsible for this report as
part of the Admission Document and declare that we have taken all reasonable care to ensure that the
information contained in this report is, to the best of our knowledge, in accordance with the facts and
contains no omission likely to affect its import. This declaration is included in the Admission Document in
compliance with Schedule Two of the AIM Rules.
Yours faithfully

Deloitte & Touche
Chartered Accountants
Dublin
Deloitte & Touche is an Irish member firm of Deloitte Touche Tohmatsu Limited (“DTTL”), a UK private
company limited by guarantee, whose member firms are legally separate and independent entities. Please
see www.deloitte.com/ie/about for a detailed description of the legal structure of DTTL and its member firms.
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PERSIAN GOLD PLC
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2009
Notes
REVENUE
Cost of sales
GROSS PROFIT
Administrative expenses
OPERATING LOSS
Finance income
Finance costs
LOSS BEFORE TAXATION
Income tax expense

5
6
4
10

LOSS FOR THE YEAR AND TOTAL
COMPREHENSIVE INCOME
LOSS PER SHARE – Basic and Diluted

11
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2009
£

2008
£

2007
£

–
–
–
(315,118)
––––––––
(315,118)
134
(1,016)
––––––––
(316,000)
–
––––––––

–
–
–
(316,524)
––––––––
(316,524)
7,957
(1,800)
––––––––
(310,367)
–
––––––––

–
–
–
(394,950)
––––––––
(394,950)
16,868
(1,301)
––––––––
(379,383)
–
––––––––

(316,000)

––––––––
––––––––

(310,367)

––––––––
––––––––

––––––––
––––––––

(0.42p)

(0.48p)

(379,383)
(0.66p)

PERSIAN GOLD PLC
CONSOLIDATED BALANCE SHEET
AS AT 31 DECEMBER 2009
Notes

2009
£

2008
£

2007
£

ASSETS:
NON CURRENT ASSETS
Intangible assets

12

1,910,073
––––––––

1,831,551
––––––––

1,283,362
––––––––

CURRENT ASSETS
Other receivables
Cash and cash equivalents

14
15

4,053
23,714
––––––––
27,767
––––––––
1,937,840
––––––––

12,697
194,125
––––––––
206,822
––––––––
2,038,373
––––––––

20,085
693,076
––––––––
713,161
––––––––
1,996,523
––––––––

TOTAL ASSETS
LIABILITIES:
CURRENT LIABILITIES
Trade and other payables

16

(386,226)

(170,759)

(271,977)

NON-CURRENT LIABILITIES
Provision

17

(10,000)
––––––––
(396,226)
––––––––
1,541,614

(10,000)
––––––––
(180,759)
––––––––
1,857,614

(10,000)
––––––––
(281,977)
––––––––
1,714,546

186,656
2,654,764
(1,514,442)
214,636
––––––––
1,541,614

186,656
2,654,764
(1,198,442)
214,636
––––––––
1,857,614

158,531
2,314,113
(888,075)
129,977
––––––––
1,714,546

TOTAL LIABILITIES
NET ASSETS
EQUITY
Called-up share capital
Share premium
Retained earnings – (deficit)
Share based payment reserve

––––––––

19

TOTAL EQUITY

––––––––

––––––––

––––––––

––––––––

––––––––

The financial information of Persian Gold Plc was approved by the Board of Directors on 4 February 2011.
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PERSIAN GOLD PLC
COMPANY BALANCE SHEET
AS AT 31 DECEMBER 2009
Notes

2009
£

2008
£

2007
£

ASSETS:
NON CURRENT ASSETS
Intangible assets
Investment in subsidiaries

12
13

1,595,933
67
––––––––
1,596,000
––––––––

1,571,935
67
––––––––
1,572,002
––––––––

1,283,362
213
––––––––
1,283,575
––––––––

CURRENT ASSETS
Other receivables
Cash and cash equivalents

14
15

239,293
18,984
––––––––
258,277
––––––––
1,854,277
––––––––

178,080
193,874
––––––––
371,954
––––––––
1,943,956
––––––––

20,085
693,076
––––––––
713,161
––––––––
1,996,736
––––––––

TOTAL ASSETS
LIABILITIES:
CURRENT LIABILITIES
Trade and other payables

16

(302,663)

(76,342)

(272,190)

NON-CURRENT LIABILITIES
Provision

17

(10,000)
––––––––
(312,663)
––––––––
1,541,614

(10,000)
––––––––
(86,342)
––––––––
1,857,614

(10,000)
––––––––
(282,190)
––––––––
1,714,546

186,656
2,654,764
(1,514,442)
214,636
––––––––
1,541,614

186,656
2,654,764
(1,198,442)
214,636
––––––––
1,857,614

158,531
2,314,113
(888,075)
129,977
––––––––
1,714,546

TOTAL LIABILITIES
NET ASSETS
EQUITY
Called-up share capital
Share premium
Retained earnings – (deficit)
Share based payment reserve

––––––––

19

TOTAL EQUITY

––––––––

––––––––

––––––––

––––––––

––––––––

The financial information of Persian Gold Plc was approved by the Board of Directors on 4 February 2011.
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PERSIAN GOLD PLC
CONSOLIDATED AND COMPANY STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2009

At 1 January 2007
Share based payments
Shares issued for cash
Share issue expenses
Loss for the year
At 31 December 2007
Share based payments
Shares issued for cash
Share issue expenses
Loss for the year
At 31 December 2008
Loss for the year
At 31 December 2009

Called-up
Share
Capital
£
139,507
–
19,024
–
–
––––––––
158,531
–
28,125
–
–
––––––––
186,656
–
––––––––
186,656

––––––––

Share
Premium
£
1,246,034
–
1,122,386
(54,307)
–
––––––––
2,314,113
–
421,875
(81,224)
–
––––––––
2,654,764
–
––––––––
2,654,764

––––––––

Share Based
Payment
Reserve
£
55,288
74,689
–
–
–
––––––––
129,977
84,659
–
–
–
––––––––
214,636
–
––––––––
214,636

––––––––

Retained
EarningsDeficit
£
(508,692)
–
–
–
(379,383)
––––––––
(888,075)
–
–
–
(310,367)
––––––––
(1,198,442)
(316,000)
––––––––
(1,514,442)

––––––––

Total
£
932,137
74,689
1,141,410
(54,307)
(379,383)
––––––––
1,714,546
84,659
450,000
(81,224)
(310,367)
––––––––
1,857,614
(316,000)
––––––––
1,541,614

––––––––

Share premium
The share premium reserve comprises a premium arising on the issue of shares.
Share based payment reserve
The share based payment reserve arises on the grant of share options to directors under the share option plan.
Retained deficit
Retained deficit comprises losses incurred in 2009 and prior years.
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PERSIAN GOLD PLC
CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2009
Notes
CASH FLOW FROM OPERATING
ACTIVITIES
Loss for financial year
Finance costs recognised in loss
Finance revenue recognised in loss
Share based payment
Exchange movement
Shares issued in lieu of fees
MOVEMENTS IN WORKING CAPITAL
Increase/(decrease) in trade and
other payables
Decrease/(increase) in trade and
other receivables
CASH USED BY OPERATIONS
Finance cost
Finance income
NET CASH USED IN OPERATING
ACTIVITIES
CASH FLOWS FROM INVESTING
ACTIVITIES
Payments for intangible assets
NET CASH USED IN INVESTING
ACTIVITIES
CASH FLOW FROM FINANCING
ACTIVITIES
Proceeds from issue of equity shares
NET CASH GENERATED FROM
FINANCING ACTIVITIES
NET (DECREASE)/INCREASE IN CASH
AND CASH EQUIVALENTS
Cash and cash equivalents at beginning
of the financial year
Effect of exchange rate changes on cash held in
foreign currencies
Cash and cash equivalents at end of the
financial year

15
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2009
£

2008
£

2007
£

(316,000)
1,016
(134)
–
4,217
–
––––––––
(310,901)

(310,367)
1,800
(7,957)
–
10,549
212,749
––––––––
(93,226)

(379,383)
1,301
(16,868)
59,413
–
–
––––––––
(335,537)

215,467

(101,218)

8,644
––––––––
(86,790)
(1,016)
134
––––––––

7,388
––––––––
(187,056)
(1,800)
7,957
––––––––

(16,556)
––––––––
(279,971)
(1,301)
16,868
––––––––

(87,672)
––––––––

(180,899)
––––––––

(264,404)
––––––––

(78,522)
––––––––

(544,754)
––––––––

(438,883)
––––––––

(78,522)
––––––––

(544,754)
––––––––

(438,883)
––––––––

–
––––––––

237,251
––––––––

1,087,103
––––––––

–
––––––––

237,251
––––––––

1,087,103
––––––––

72,122

(166,194)

(488,402)

383,816

194,125

693,076

309,260

(4,217)
––––––––

(10,549)
––––––––

23,714

––––––––

194,125

––––––––

–
––––––––
693,076

––––––––

PERSIAN GOLD PLC
COMPANY CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2009
Notes
CASH FLOW FROM OPERATING
ACTIVITIES
Loss for financial year
Finance costs recognised in loss
Finance revenue recognised in loss
Share based payment
Exchange movement
Shares issued in lieu of fees
MOVEMENTS IN WORKING CAPITAL
Increase/(decrease) in trade and other payables
Increase in trade and other receivables
CASH USED BY OPERATIONS
Finance cost
Finance income
NET CASH USED IN OPERATING
ACTIVITIES
CASH FLOWS FROM INVESTING
ACTIVITIES
Payments for intangible assets
NET CASH USED IN INVESTING
ACTIVITIES
CASH FLOW FROM FINANCING
ACTIVITIES
Proceeds from issue of equity shares
NET CASH GENERATED FROM
FINANCING ACTIVITIES

15
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2008
£

2007
£

(316,000)
1,016
(134)
–
3,340
–
––––––––
(311,778)

(310,367)
1,800
(7,957)
–
10,549
212,749
––––––––
(93,226)

(379,383)
1,301
(16,868)
59,413
–
–
––––––––
(335,537)

226,321
(61,213)
––––––––
(146,670)
(1,016)
134
––––––––

(195,848)
(157,996)
––––––––
(447,070)
(1,800)
7,957
––––––––

72,122
(16,556)
––––––––
(279,971)
(1,301)
16,868
––––––––

(147,552)
––––––––

(440,913)
––––––––

(264,404)
––––––––

(23,998)
––––––––

(284,991)
––––––––

(438,883)
––––––––

(23,998)
––––––––

(284,991)
––––––––

(483,883)
––––––––

–
––––––––

237,251
––––––––

1,087,103
––––––––

–

––––––––

237,251

1,087,103

––––––––

NET DECREASE IN CASH AND CASH
EQUIVALENTS
Cash and cash equivalents at beginning of the
financial year
Effect of exchange rate changes on cash held in
foreign currencies
Cash and cash equivalents at end of the
financial year

2009
£

––––––––

(171,550)

(488,653)

383,816

193,874

693,076

309,260

(3,340)
––––––––

(10,549)
––––––––

–
––––––––

193,874

––––––––

18,984

––––––––

––––––––

693,076

PERSIAN GOLD PLC
NOTES TO THE FINANCIAL INFORMATION
FOR THE YEAR ENDED 31 DECEMBER 2009
1.

PRINCIPAL ACCOUNTING POLICIES

The significant accounting policies adopted by the group and company are as follows:
(i)

Basis of preparation
The financial information has been prepared on a historical cost basis except for the revaluation of
certain financial instruments, which are held at fair value. The consolidated financial information is
presented in pounds sterling.

(ii)

Statement of compliance
The financial information of Persian Gold plc and all its subsidiaries (the “Group”) has been prepared
in accordance with IFRSs as adopted by the European Union.

(iii)

Basis of consolidation
The consolidated financial information incorporates the financial information of the Company and
entities controlled by the Company (its subsidiaries) made up to 31 December each year. Control is
achieved where the Company has the power to govern the financial and operating policies of an
investee entity so as to obtain benefits from its activities.
The assets, liabilities and contingent liabilities of a subsidiary are measured at their fair value 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 and any deficiency is credited to the statement of
comprehensive income in the period of acquisition.
Where necessary, adjustments have been made to the financial information of subsidiaries to bring the
accounting policies used into line with those used by the Group.
The results of subsidiaries acquired or disposed of during the year are included in the consolidated
statement of comprehensive income from the effective date of acquisition or up to the effective date
of disposal.
All intra-group transactions’ balances, income and expenses are eliminated on consolidation.

(iv)

Intangible assets
Exploration and evaluation assets
Exploration expenditure relates to the initial search for mineral deposits with economic potential in
Iran. Evaluation expenditure arises from a detailed assessment of deposits that have been identified as
having economic potential.
The costs of exploration properties and leases, which include the cost of acquiring prospective
properties and exploration rights and costs incurred in exploration and evaluation activities, are
capitalised as intangible assets as part of exploration and evaluation assets.
Exploration costs are capitalised as an intangible asset until technical feasibility and commercial
viability of extraction of reserves are demonstrable, when the capitalised exploration costs are reclassed to property plant and equipment. Exploration costs include an allocation of administration and
salary costs (including share based payments) as determined by management.
Prior to reclassification to property, plant and equipment exploration and evaluation assets are
assessed for impairment and any impairment loss is recognised immediately in the statement of
comprehensive income.
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Impairment of intangible assets
Exploration and evaluation assets are assessed for impairment when facts and circumstances suggest
that the carrying amount may exceed its recoverable amount. The company reviews and tests for
impairment on an ongoing basis and specifically if the following occurs:

(v)

(a)

the period for which the group has a right to explore in the specific area has expired or is
expected to expire;

(b)

the exploration and evaluation has not led to the discovery of economic reserves;

(c)

the development of the reserves is not economically or commercially viable; or

(d)

the exploration is located in an area that has become politically unstable.

Foreign currencies
The presentation currency of the Group Financial Information is pound sterling and the functional
currency and presentation currency of the parent company is pound sterling.
The individual financial information of each Group company is maintained in the currency of the
primary economic environment in which it operates (its functional currency). For the purpose of the
consolidated financial information, the results and financial position of each Group company are
expressed in pounds sterling.
In preparing the financial information of the individual companies, transactions in currencies other
than the entity’s functional currency (foreign currencies) are recorded at the rates of exchange
prevailing on the dates of the transactions. At each balance sheet date, monetary assets and liabilities
that are denominated in foreign currencies are retranslated at the rates prevailing on the balance sheet
date. Non-monetary items carried at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing at the date when the fair value was re-determined. Non-monetary
items that are measured in terms of historical cost in a foreign currency are not retranslated.
Exchange differences arising on the settlement of monetary items, and on the retranslation of
monetary items, are included in the statement of comprehensive income for the period. Exchange
differences arising on the retranslation of non-monetary items carried at fair value are included in the
statement of comprehensive income for the period except for differences arising on the retranslation
of non-monetary items in respect of which gains and losses are recognised directly in equity.
For the purpose of presenting consolidated financial information, the assets and liabilities of the
Group’s foreign operations are translated at exchange rates prevailing on the balance sheet date.
Income and expense items are translated at the average exchange rates for the period, unless exchange
rates fluctuate significantly during that period, in which case the exchange rates at the date of
transactions are used.
Fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities
of the foreign entity and translated at the closing rate.

(vi)

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.
Current tax is based on taxable profit for the year. Taxable profit differs from net profit as reported in
the statement of comprehensive income because it excludes items of income or expense that are
taxable or deductible in other years and it further excludes items that are never taxable or deductible.
The Group’s liability for current tax is calculated using tax rates that have been enacted or
substantively enacted by the balance sheet date.
Deferred tax is the tax expected to be payable or recoverable on differences between the carrying
amounts of assets and liabilities in the financial information and the corresponding tax bases used in
the computation of taxable profit, and is accounted for using the balance sheet liability method.
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Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax
assets are recognised for all deductible temporary differences, carry forward of unused tax assets and
unused tax losses to the extent that it is probable that taxable profits will be available against which
deductible temporary differences and the carry forward of unused tax credits and unused tax losses
can be utilised. Such assets and liabilities are not recognised if the temporary difference arises from
the initial recognition of goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that affects neither the taxable profit nor
the accounting profit.
Deferred tax liabilities are recognised for taxable temporary differences arising on investments in
subsidiaries and associates, except where the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not reverse in the foreseeable future.
Deferred tax assets are recognised for deductible temporary differences arising on investments in
subsidiaries and associates, only to the extent that it is probable that the temporary difference will
reverse in the foreseeable future and taxable profit will be available against which the temporary
difference can be utilised.
The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part
of the asset to be recovered.
Unrecognised deferred tax assets are reassessed at each balance sheet date and are recognised to the
extent that it has become probable that future taxable profits will allow the deferred tax asset to be
recovered.
Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is
settled or the asset is realised, based on tax rates (and tax laws) that have been enacted or substantively
enacted at the balance sheet date. Deferred tax is charged or credited in the statement of
comprehensive income, except when it relates to items charged or credited directly to equity, in which
case the deferred tax is also dealt with in equity.
Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current
tax assets against current tax liabilities and when they relate to income taxes levied by the same
taxation authority and the Group intends to settle its current tax assets and liabilities on a net basis.
(vii) Share-based payments
The group has applied the requirements of IFRS 2 “Share-Based Payment”. In accordance with the
transitional provisions, IFRS 2 has been applied to all equity instruments vesting after 1 January 2006,
where the grant date is after 7 November 2002.
The group issues equity-settled share based payments to directors. Equity settled share-based
payments are measured at fair value at the date of grant. The fair value excludes the effect of non
market based vesting conditions. The fair value determined at the grant date of the equity-settled
share-based payments is expensed on a straight-line basis over the vesting period based on the group’s
estimate of shares that will eventually vest and adjusted for the effect of non-market based vesting
conditions.
Where the value of the goods or services received in exchange for the share-based payment cannot be
reliably estimated the fair value is measured by use of a Black-Scholes model.
(viii) Investment in Subsidiaries
Investments in subsidiaries are stated at cost less any provision for impairment.
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(ix)

Operating loss
Operating loss comprises general administrative costs incurred by the company, which are not specific
to evaluation and exploration projects. Operating loss is stated before finance income, finance costs
and other gains and losses.

(x)

Provisions
Provisions are recognised when the Group has a present obligation as a result of a past event, and it
is probable that the Group will be required to settle that obligation. Provisions are measured at the
directors’ best estimate of the expenditure required to settle the obligation at the balance sheet date,
and are discounted to present value where the effect is material. The restoration provision includes the
dismantling and demolition of infrastructure and the removal of residual materials and remediation of
disturbed areas. Restoration costs are a normal consequence of exploring. Although the ultimate cost
to be incurred is uncertain the Group estimate their respective costs based on feasibility and
engineering studies using current restoration standards and techniques. The restoration provision is
capitalised within exploration and evaluation assets.

(xi)

Financial Instruments
Financial instruments are recognised in the Group’s balance sheet when the Group becomes a party
to the contractual provisions of the instrument.
Cash and cash equivalents
Cash and cash equivalents comprise cash held by the Group and short-term bank deposits with an
original maturity of three months or less.
Financial liabilities
Financial liabilities are classified according to the substance of the contractual arrangements entered
into, mainly accruals.
Other Receivables
Other receivables that have fixed or determinable payments that are not quoted in an active market are
classified as “other receivables”. Other receivables are measured at amortised cost using the effective
interest method, less any impairment.
Trade Payables
Trade payables classified as financial liabilities 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 Company are recorded at the proceeds received, net of direct issue
costs.

(xii) Critical accounting judgements and key sources of estimation uncertainty
Critical judgements in applying the Group’s accounting policies
In the process of applying the Group’s accounting policies above, management has made the
following judgements that have the most significant effect on the amounts recognised in the financial
information (apart from those involving estimations, which are dealt with below).
Exploration and evaluation
The assessment of whether general administration costs and salary costs are capitalised or expensed
involves judgement. Management considers the nature of each cost incurred and whether it is deemed
appropriate to capitalise it within intangible assets. Costs which can be demonstrated as project
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related are included within exploration and evaluation assets. Exploration and evaluation assets relate
to prospecting, exploration and related expenditure in Iran. The group’s exploration activities are
subject to a number of significant and potential risks including:
•

price fluctuations;

•

foreign exchange risks;

•

uncertainties over development and operational risks;

•

operations and environmental risks;

•

political and legal risks, including arrangements with governments for licenses, profit sharing
and taxation;

•

foreign investment risks including increases in taxes, royalties and renegotiation of contracts;

•

liquidity risks; and

•

funding risks.

The recoverability of these intangible assets is dependent on the discovery and successful
development of economic reserves, including the ability to raise finance to develop future projects.
Should this prove unsuccessful, the value included in the balance sheet would be written off to the
statement of comprehensive income.
Impairment of intangible assets
The assessment of intangible assets for any indications of impairment involves judgement. If an
indication of impairment exists, a formal estimate of recoverable amount is performed and an
impairment loss recognised to the extent that carrying amount exceeds recoverable amount.
Recoverable amount is determined as the higher of fair value less costs to sell and value in use.
The assessment requires judgement as to the likely future commerciality of the asset and when such
commerciality should be determined; future revenues, capital and operating costs and the discount
rate to be applied to such revenues and costs.
Deferred tax assets
The assessment of availability of future taxable profits involves judgement. A deferred tax asset is
recognised to the extent that it is probable that taxable profits will be available against which
deductible temporary differences and the carry forward of unused tax credits and unused tax losses
can be utilised.
Going concern
The preparation of financial information requires an assessment on the validity of the going concern
assumption. The validity of the going concern concept is dependent on finance being available for the
continuing working capital requirements of the group and finance for the development of the group’s
projects becoming available. Based on the assumptions that such finance will become available, the
directors believe that the going concern basis is appropriate for these accounts. Should the going
concern basis not be appropriate, adjustments would have to be made to reduce the value of the
group’s assets, in particular the intangible assets, to their realisable values. Further information
concerning going concern is outlined in Note 3.
Key sources of estimation uncertainty
The preparation of financial information requires management to make estimates and assumptions
that affect the amounts reported for assets and liabilities as at the balance sheet date and the
amounts reported for revenues and expenses during the year. The nature of estimation means that
actual outcomes could differ from those estimates. The key sources of estimation uncertainty that have
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a significant risk of causing material adjustment to the carrying amounts of assets and liabilities
within the next financial year are discussed below.
Share-based payments
The estimation of share-based payment costs requires the selection of an appropriate valuation model
and consideration as to the inputs necessary for the valuation model chosen. The Group has made
estimates as to the volatility of its own shares, the probable life of options granted and the time of
exercise of those options. The model used by the Group is the Black-Scholes valuation model.
2.

STANDARDS AND INTERPRETATIONS IN ISSUE BUT NOT YET ADOPTED

The Group did not adopt any new International Financial Reporting Standards (IFRS) or Interpretations in
the year that had a material impact on the Group’s Financial Information.
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 operating decision maker in order to allocate resources to the segments and
to assess their performance. As a result of this adoption there is no change in the identification of the Group’s
reportable segments (Note 7).
The following IFRSs had also become effective since the last Annual Report but had no material impact on
the Financial Information:
IAS 1 (Amendment) Presentation of Financial Statements (effective for accounting periods beginning on or
after 1 January 2009);
IAS 16 (Amendment) Property, Plant and Equipment (effective for accounting periods beginning on or after
1 January 2009);
IAS 19 (Amendment) Employee Benefits (effective for accounting periods beginning on or after
1 January 2009);
IAS 20 (Amendment) Accounting for Government Grants and disclosure of Government assistance
(effective for accounting periods beginning on or after 1 January 2009);
IAS 23 (Amendment) Borrowing Costs (effective for accounting periods beginning on or after
1 January 2009);
IAS 27 (Amendment) Consolidated and Separate Financial Statements (effective for accounting periods
beginning on or after 1 January 2009);
IAS 28 (Amendment) Investments in Associates (effective for accounting periods beginning on or after
1 January 2009);
IAS 29 (Amendment) Financial Reporting in Hyperinflation Economies (effective for accounting periods
beginning on or after 1 January 2009);
IAS 31 (Amendment) Interest in Joint Ventures (effective for accounting periods beginning on or after
1 January 2009);
IAS 32 (Amendment) Financial Instruments: Presentation (effective for accounting periods beginning on or
after 1 January 2009);
IAS 36 (Amendment) Impairment of Assets (effective for accounting periods beginning on or after
1 January 2009);
IAS 38 (Amendment) Intangible Assets (effective for accounting periods beginning on or after
1 January 2009);
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IAS 40 (Amendment) Investment in Property (effective for accounting periods beginning on or after
1 January 2009);
IAS 41 (Amendment) Agriculture (effective for accounting periods beginning on or after 1 January 2009);
IFRS 2 (Amendment) Share Based Payment (effective for accounting periods beginning on or after
1 January 2009);
IFRS 7 (Amendment) Financial Instruments: Disclosures (effective for accounting periods beginning on or
after 1 January 2009);
IFRIC 13 Customer Loyalty Programmes (effective for accounting periods beginning on or after
1 July 2008);
IFRIC 15 Agreements for the Construction of Real Estate (effective for accounting periods beginning on or
after 1 January 2009); and
IFRIC 16 Hedges of a Net Investment in a Foreign Operation (effective for accounting periods beginning on
or after 1 October 2008).
At the date of authorisation of the financial information, the following Standards and Interpretations
which have not been applied in the financial information were in issue but not yet effective:
IFRS 1 (Amendment) First-time Adoption of International Financial Reporting Standards (effective for
accounting periods beginning on or after 1 January 2010);
IFRS 1 (Revised) First-time Adoption of International Financial Reporting Standards (effective for
accounting periods beginning on or after 1 July 2009);
IFRS 2 (Amendment) Share Based Payments (effective for accounting periods beginning on or after
1 July 2009 and 1 January 2010);
IFRS 3 (Revised) Business Combinations (effective for accounting periods beginning on or after
1 July 2009);
IFRS 5 (Amendment) Non-Current Assets Held for Sale and Discontinued Operations (effective for
accounting periods beginning on or after 1 July 2009 and 1 January 2010);
IFRS 8 (Amendment) Operating Segments (effective for accounting periods beginning on or after
1 January 2010);
IFRS 9 Financial Instruments; Classification and Measurement (effective for accounting periods beginning
on or after 1 January 2013);
IAS 1 (Amendment) Presentation of Financial Statements (effective for accounting periods beginning on or
after 1 January 2010);
IAS 7 (Amendment) Statement of Cash Flows (effective for accounting periods beginning on or after
1 January 2010);
IAS 17 (Amendment) Leases (effective for accounting periods beginning on or after 1 January 2010);
IAS 24 (Revised) Related Party Disclosures (effective for accounting periods beginning on or after
1 January 2011);
IAS 27 (Revised) Consolidated and Separate Financial Statements (effective for accounting periods
beginning on or after 1 July 2009);
IAS 28 (Amendment) Investments in Associates (effective for accounting periods beginning on or after
1 July 2009);
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IAS 31 (Amendment) Interests in Joint Ventures (effective for accounting periods beginning on or after
1 July 2009);
IAS 32 (Amendment) Financial Instruments: Presentation (effective for accounting periods beginning on or
after 1 February 2010);
IAS 36 (Amendment) Impairment of Assets (effective for accounting periods beginning on or after
1 January 2010);
IAS 38 (Amendment) Intangible Assets (effective for accounting periods beginning on or after 1 July 2009);
IAS 39 (Amendment) Financial Instruments: Recognition and Measurement (effective for accounting
periods beginning on or after 1 July 2009 and 1 January 2010);
IFRIC 14 (Amendment) Prepayments of a Minimum Funding Requirement (effective for accounting periods
beginning on or after 1 January 2011);
IFRIC 17 Distributions of Non-cash Assets to Owners (effective for accounting periods beginning on or after
1 July 2009);
IFRIC 18 Transfers of Assets from Customers (effective for accounting periods beginning on or after
1 July 2009); and
IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments (effective for accounting periods
beginning on or after 1 July 2010).
Improvements to IFRSs 2009 (effective for accounting periods beginning on or after 1 January 2010).
Improvements to IFRSs 2010 (effective for accounting periods on or after 1 January 2011).
The directors are currently assessing the impact in relation to the adoption of these Standards and
Interpretations for future periods of the Group; however, at this point they do not believe they will have a
significant impact on the financial information of the Group in future periods.
3.

GOING CONCERN

The group incurred a loss for the year ended 31 December 2009 of £316,000 and had a retained earnings
deficit of £1,514,442 at 31 December 2009. The group had net current liabilities of £358,459 (including cash
of £23,714) at the balance sheet date.
As disclosed in note 26, the company has entered into an implementation agreement whereby it has agreed
to acquire all of the outstanding shares of Hydrocarbon Exploration plc. The Acquisition will be achieved by
way of a scheme of arrangement whereby the company will distribute 2,800 new shares for every one
Hydrocarbon share. At the share price immediately prior to the announcement of the Acquisition of 6.75p,
this values Hydrocarbon at approximately £4.8 million. Trading in the shares of the company was suspended
on AIM pending publication of re-admission document. The company plans to apply for re admission to
AIM, and also plans to raise £1.75 million prior to re-admission. These funds will be used to continue
development projects and to discharge liabilities, of the enlarged group, as they fall due for at least two years.
The transaction is expected to be completed in April 2011.
On the basis that additional funding as outlined above will be successfully raised the directors are satisfied
that it is appropriate to continue to prepare the financial information of the group on the going concern basis.
The financial information does not include any adjustment to the carrying amount, or classification of assets
and liabilities that would result, if the company was unable to continue as a going concern.
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4.

LOSS BEFORE TAXATION
2009
£

The loss before taxation is stated after charging/(crediting):
Foreign exchange losses/(gains)
Auditor’s remuneration
Share based payment
Directors’ remuneration
The analysis of auditor’s remuneration is as follows:
Fees payable to the group’s auditors for
the audit of the Group’s annual accounts

2008
£

4,217
15,000
–
180,000
––––––––

(12,032)
20,000
–
180,000
––––––––

15,000

Details of directors’ remuneration are disclosed in Note 8.
Administrative expenses comprise:
Professional fees
Foreign exchange losses/(gains)
Share based payments
Directors’ remuneration
Other administrative expenses

20,000

90,142
4,217
–
180,000
40,759
––––––––
315,118

68,374
(12,032)
–
180,000
80,182
––––––––
316,524

––––––––

5.

2009
£
134

7,700

44,336
(2,563)
59,413
180,000
113,764
––––––––
394,950

––––––––

2008
£
7,957

2007
£
16,868

––––––––

––––––––

––––––––

2009
£
1,016

2008
£
1,800

2007
£
1,301

FINANCE COSTS

Bank charges
7.

(2,563)
7,700
59,413
180,000
––––––––

FINANCE INCOME

Bank deposit interest
6.

––––––––

2007
£

––––––––

––––––––

––––––––

SEGMENTAL ANALYSIS

The group has one class of business: mining exploration and development. The group operates in one key
geographical area which is Iran; however the group is managed from the head office in Ireland.
The analysis of turnover, the loss before taxation, assets, liabilities, depreciation and additions to non-current
assets by geographical segment is shown below.
7A

Segment Revenue and Segment Result
Segment Revenue
2009
2008
£
£
Continuing operations
in Iran
Total continuing
operations
Unallocated head office

2007
£

2009
£

Segment Result
2008
£

2007
£

–
––––––––

–
––––––––

–
––––––––

–
––––––––

–
––––––––

–
––––––––

–
–
––––––––
–

–
–
––––––––
–

–
–
––––––––
–

–
(316,000)
––––––––
(316,000)

–
(310,367)
––––––––
(310,367)

–
(379,383)
––––––––
(379,383)

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
There was no revenue earned during the year and all expenses in the year were incurred by head office.
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7B

Segment assets and liabilities
2009
£

Assets
2008
£

2009
£

Liabilities
2008
£

2007
£

2007
£

1,910,073
––––––––

1,664,088
––––––––

1,142,626
––––––––

96,810
––––––––

94,427
––––––––

–
––––––––

Total continuing
operations
1,910,073
Unallocated head office
27,767
––––––––
1,937,840

1,664,088
374,285
––––––––
2,038,373

1,142,636
853,887
––––––––
1,996,523

96,810
299,416
––––––––
396,226

94,427
86,332
––––––––
180,759

–
281,977
––––––––
281,977

1,595,787
––––––––

1,404,075
––––––––

1,142,626
––––––––

13,370
––––––––

10,000
––––––––

–
––––––––

Total continuing
operations
1,595,787
Unallocated head office 258,490
––––––––
1,854,277

1,404,075
539,735
––––––––
1,943,810

1,142,626
853,897
––––––––
1,996,523

13,370
299,293
––––––––
312,663

10,000
76,342
––––––––
86,342

–
282,190
––––––––
282,190

2009
£

Group
2008
£

2007
£

2009
£

Company
2008
£

2007
£

78,522
––––––––

521,211
––––––––

344,365
––––––––

23,998
––––––––

261,449
––––––––

344,365
––––––––

78,522
–
––––––––
78,522

521,211
26,978
––––––––
548,189

344,365
119,794
––––––––
464,159

23,998
–
––––––––
23,998

261,449
26,978
––––––––
288,427

344,365
119,794
––––––––
464,159

Group
Iran

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

Company
Iran

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

7C

Other segmental information
Additions to noncurrent assets

Iran
Total continuing
operations
Unallocated head office

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
8.

RELATED PARTY AND OTHER TRANSACTIONS

Group and Company
•

Key Management Compensation and Directors Remuneration

The compensation paid to key management personnel
and directors remuneration is set out as follows:
Short term employee benefits
Share based payments

2009
£

2008
£

2007
£

180,000
–
––––––––
180,000

180,000
–
––––––––
180,000

180,000
59,413
––––––––
239,413

––––––––

––––––––

––––––––

The number of directors to whom retirement benefits are accruing is nil. There were no entitlements
to pension schemes or retirement benefits. There were no gains made by directors on the exercise of
share options. Remuneration relating to 31 December 2009 was not paid at year end and is included
within other accruals.
Key Personnel Management of the group and company are deemed to be the Board of Directors.
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•

Other
Persian Gold plc shares offices and overheads with a number of companies also based at 162 Clontarf
Road. These companies have some common directors.
During the year £36,473, 2008: £40,177, 2007 £8,389, was paid by other companies and re-charged
to the company in respect of these overheads and office costs as follows:

Pan Andean Resources Plc
Cooley Distillery Plc
African Diamonds Plc
Petrel Resources Plc

2009
£

2008
£

2007
£

11,258
10,000
8,222
6,993
––––––––
36,473

–
40,177
–
–
––––––––
40,177

8,389
–
–
–
––––––––
8,389

––––––––

––––––––

––––––––

The following amounts were due by the company at 31 December:
2009
£

2008
£

2007
£

–
6,269
–
–
––––––––
6,269

–
–
7,627
15,051
––––––––
22,678

Due to:
Pan Andean Resources Plc
Cooley Distillery Plc
African Diamonds Plc
Petrel Resources Plc

8,008
16,269
8,222
6,992
––––––––
39,491

––––––––

––––––––

––––––––

On 26 January 2009, the company was notified that John J. Teeling, a director of the company, had
pledged 11,675,400 ordinary shares of 0.25p each in the company, representing approximately
15.64 per cent. of the company’s issued shares as security against personal borrowings.
Company
At 31 December the following amount was due to the company by its subsidiaries:

Amounts due from Talaye Zard Pars
9.

2009
£

2008
£

2007
£

235,307

165,450

–

EMPLOYEE INFORMATION

There were no employees of the group other than the directors during the periods presented.
10.

INCOME TAX EXPENSE

Current tax:
Deferred tax
Tax on loss

2009
£

2008
£

2007
£

–
–
––––––––
–

–
–
––––––––
–

–
–
––––––––
–

––––––––
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––––––––

––––––––

2009
£
Factors affecting the tax expense:
Loss on ordinary activities before tax
Income tax calculated at 30 per cent.
Effects of:
Tax losses carried forward
Items not subject to taxation
Tax charge

2008
£

2007
£

(316,000)
––––––––
(94,800)

(310,367)
––––––––
(93,110)

(379,383)
––––––––
(113,815)

94,800
–
––––––––
–

90,695
2,415
––––––––
–

113,815
–
––––––––
–

––––––––

––––––––

––––––––

No charge to corporation tax arises in the periods presented due to losses brought forward.
At the balance sheet date, the group had unused tax losses of 2009: £1,330,223, 2008: £1,018,312, 2007:
£766,150 which equates to a deferred tax asset of 2009: £399,067, 2008: £305,494, 2007: £307,831. No
deferred tax asset has been recognised due to the unpredictability of the future profit streams. Losses may
be carried forward indefinitely.
11.

LOSS PER SHARE

Basic loss per share is computed by dividing the loss after taxation for the year available to ordinary
shareholders by the weighted average number of ordinary shares in issue and ranking for dividend during the
year. Diluted earnings per share is computed by dividing the loss after taxation for the year by the weighted
average number of ordinary shares in issue, adjusted for the effect of all dilutive potential ordinary shares
that were outstanding during the year.
The following table sets out the computation for basic and diluted earnings per share (EPS):
2009
£
Numerator
For basic and diluted EPS retained loss

2008
£

(316,000)

(310,367)

2007
£
(379,383)

––––––––– ––––––––– –––––––––

Denominator
For basic and diluted EPS

No.

No.

No.

74,662,198

64,090,280

57,720,785

––––––––– ––––––––– –––––––––
(0.42p)
(0.42p)

Basic EPS
Diluted EPS

(0.48p)
(0.48p)

(0.66p)
(0.66p)

Basic and diluted loss per share are the same as the effect of the outstanding share options is anti-dilutive
and is therefore excluded.
12.

INTANGIBLE ASSETS
2009
Group
£

2008
Group
£

2007
Group
£

2009
Company
£

2008
Company
£

2007
Company
£

Exploration and evaluation assets:
Cost:
At 1 January
1,831,551
Additions during the year
78,522
––––––––
Carrying Value:
At 31 December
1,910,073

1,283,362
548,189
––––––––

819,203
464,159
––––––––

1,571,935
23,998
––––––––

1,283,508
288,427
––––––––

819,203
464,159
––––––––

1,831,551

1,283,362

1,595,933

1,571,935

1,283,362

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
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Segmental analysis – group

Iran

2009
Group
£

2008
Group
£

2007
Group
£

2009
Company
£

2008
Company
£

2007
Company
£

1,910,073

1,831,551

1,283,362

1,595,933

1,571,935

1,283,362

———— ———— ———— ———— ———— ————

Exploration and evaluation assets relate to expenditure incurred in prospecting and exploration for gold in
Iran.
The realisation of this intangible asset is dependent on the discovery and successful development of
economic mineral reserves which is affected by the risks outlined in Note 1(xii). Should the realisation of
the intangible asset prove unsuccessful the value included in the balance sheet would be written off to the
statement of comprehensive income.
The directors are aware that by its nature there is an inherent uncertainty in such development expenditure
as to the value of the asset.
The rate of progress in obtaining discovery certificates on two projects in Iran is slower than expected.
Notwithstanding these delays, the directors are confident that the capitalised value of these projects is fully
recoverable, either through progressing the projects after resolving delays with the Iranian authorities, or by
realising value through disposal to a large mineral resource development group who can progress the project.
Having reviewed the deferred exploration and evaluation expenditure at 31 December 2009, the directors are
satisfied that the value of the intangible asset is not less than carrying value.
Included above is an amount of 2009: £Nil, 2008: £3,435, 2007: £15,276 of capitalised expenses related to
equity-settled share-based payment transactions during the year (Note 22).
13.

INVESTMENT IN SUBSIDIARIES

Company
Balance at beginning and end of year

2009
£

2008
£

2007
£

67

————

67

————

————

213

In the opinion of the directors, at 31 December 2009, the value of the investments is not less than their
balance sheet value.
The subsidiaries of the company at 31 December 2009 are:
Total Allotted Capital

Country of
Incorporation

%
Ownership

Nature of
Business

Persian Gold Limited

100 Ordinary Shares of €1

Republic of
Ireland

100

Dormant

Persian Gold Kish Co

100 Ordinary Shares of
Rls10,000

Iran

100

Dormant

Talaye Zard Pars

100 Ordinary Shares of
Rls10,000

Iran

100

Prospecting and
exploration for
gold

The company holds a 30 per cent. interest in a Ghanaian private company Pan Andean Resources Limited,
which is an early stage exploration vehicle in Africa.
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14.

OTHER RECEIVABLES

Group and Company
Current assets:
Prepayments
Other receivables
Non-current assets:
Due by group undertakings

2009
Group
£

2008
Group
£

2007
Group
£

2009
Company
£

2008
Company
£

2007
Company
£

2,986
1,067

2,845
9,852

2,645
17,440

2,986
1,000

2,845
9,785

2,645
17,440

–
––––––––
4,053

–
––––––––
12,697

–
––––––––
20,085

235,307
––––––––
239,293

165,450
––––––––
178,080

–
––––––––
20,085

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

The value of amounts due from group undertakings is dependent on the discovery and successful
development of economic reserves.
Other receivables are non interest bearing and are generally repayable within 90 days.
The carrying value of the other receivables approximates to their fair value.
15.

CASH AND CASH EQUIVALENTS

Group and Company
Cash and cash equivalents

2009
Group
£

2008
Group
£

2007
Group
£

2009
Company
£

2008
Company
£

2007
Company
£

23,714

194,125

693,076

18,984

193,874

693,076

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

Cash at bank earns interest at floating rates based on daily bank deposits rates.
16.

TRADE AND OTHER PAYABLES

Trade payables and
other accruals
Other payables

2009
Group
£

2008
Group
£

2007
Group
£

2009
Company
£

2008
Company
£

2007
Company
£

346,735
39,491
––––––––
386,226

162,502
8,257
––––––––
170,759

249,367
22,610
––––––––
271,977

263,172
39,491
––––––––
302,663

68,288
8,054
––––––––
76,342

249,367
22,823
––––––––
272,190

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

It is the group’s normal practice to agree terms of transactions, including payment terms, with suppliers and
provided suppliers perform in accordance with the agreed terms, it is the group’s policy that payment is made
between 30–45 days.
The carrying value of trade and other payables approximates to their fair value.
17.

PROVISION

Restoration provision

2009
Group
£

2008
Group
£

2007
Group
£

2009
Company
£

2008
Company
£

2007
Company
£

10,000

10,000

10,000

10,000

10,000

10,000

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
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18.

FINANCIAL INSTRUMENTS

The group and company undertake certain transactions denominated in foreign currencies. Hence, exposures
to exchange rate fluctuations arise.
The group and company hold cash as a liquid resource to fund the obligations of the group. The group’s cash
balances are held in euro and sterling. The group and company strategy for managing cash is to maximise
interest income whilst ensuring its availability to match the profile of the group and company expenditure.
This is achieved by monthly reviews of expenditure.
The group and company has a policy of not hedging due to no significant dealings in currencies other than
the reporting currency and euro denominated transactions and therefore takes market rates in respect of
foreign exchange risk; however, it does review its currency exposures on an ad hoc basis.
To date, the group and company have relied upon equity funding to finance operations. The directors are
confident that adequate cash resources exist to finance operations for future exploitation but controls over
expenditure are carefully managed.
The carrying amounts of the group and company foreign currency denominated monetary assets and
monetary liabilities at the reporting dates are as follows:

Group
Euro
US Dollar
Company
Euro
US Dollar
19.

2009
£

Assets
2008
£

2007
£

2009
£

Liabilities
2008
£

4,176
–

51,765
–

48,794
–

107,249
–

101,905
–

40,520
95,986

4,176
–

51,765
–

48,794
–

23,809
–

7,478
–

40,520
95,986

2007
£

–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––
–––––––– –––––––– –––––––– –––––––– –––––––– ––––––––

CALLED-UP SHARE CAPITAL

Group and Company
Authorised:
800,000,000 Ordinary shares of 0.25p each
Allotted, called-up and fully paid:
Opening balance 74,662,198 shares of 0.25p each
(2008: 63,412,198, 2007: 55,802,800 shares of 0.25p)
Issued during the year Nil shares of 0.25p each
(2008: 11,250,000, 2007: 7,609,398 shares of 0.25p)
Closing balance 74,662,198 shares of 0.25p each
(2008: 74,662,198, 2007: 63,412,198 shares of 0.25p)

2009
£

2008
£

2007
£

2,000,000
––––––––

2,000,000
––––––––

2,000,000
––––––––

186,656

158,531

139,507

–
––––––––

28,125
––––––––

19,024
––––––––

186,656

––––––––

186,656

––––––––

––––––––

158,531

Movements in issued share capital
On 4 December 2008, 11,250,000 shares were issued at a price of 4p per share to provide additional working
capital and fund development costs. Of the shares issued, 5,300,000 shares were issued to directors in lieu
of fees. On 1 October 2007, 7,609,398 shares were issued at a price of 15p per share to provide additional
working capital and fund development costs.
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Share options
A total number of 9,370,000 share options were in issue at 31 December 2009 (2008: 9,370,000). These
options are exercisable, at prices ranging between 1p and 25p up to seven years from the date of granting of
the options unless otherwise determined by the board.
Warrants
On 4 December 2008, the company issued warrants to directors and shareholders which grant the right to
subscribe for 5,625,000 ordinary shares. The warrants are exercisable at a price of 4p for a period of two
years from the date of issue, being December 2008.
20.

MATERIAL NON-CASH TRANSACTIONS

There were no material non-cash transactions during the year, other than those outlined in Note 22.
21.

RISK MANAGEMENT

The group’s financial instruments comprise cash and cash equivalent balances, receivables and trade
payables. The main purpose of these financial instruments is to raise finance to fund operations.
The group does not enter into any derivative transactions, and it is the group’s policy that no trading in
financial instruments is undertaken.
The main financial risk arising from the group’s financial instruments is currency risk. The board reviews
and agrees policies for managing this risk and they are summarised below.
Interest rate risk profile of financial assets and financial liabilities
The group has no outstanding bank borrowings and has no interest rate exposure, as the group finances its
operations primarily through equity finance.
Financial assets
The group has no financial assets, other than short-term receivables and cash at bank.
Liquidity risk
As regards liquidity, the group’s policy is to ensure continuity of funding primarily through fresh issues of
shares. Short-term funding is achieved through utilising and optimising the management of working capital.
The directors are confident that adequate cash resources exist to finance operations in the short term,
including exploration and development.
Foreign currency risk
The group has no significant dealings in currencies other than the reporting currency and euro denominated
currencies.
Capital Management
The primary objective of the group’s capital management is to ensure that it maintains a healthy capital ratio
in order to support its business and maximise shareholder value. The capital structure of the group consists
of issued share capital and reserves.
The group manages its capital structure and makes adjustments to it, in light of changes in economic
conditions. No changes were made in the objectives, policies or processes during the years ended
31 December 2009, 31 December 2008 and 31 December 2007. The group’s only capital requirement is its
authorised minimum capital as a plc.
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Credit risk
With respect to credit risk arising from financial assets of the group, which comprise cash and cash
equivalents, the group’s exposure to credit risk arises from default of counter party, with a maximum
exposure equal to the carrying amount of these instruments. The credit risk of the group is considered
minimal.
22.

SHARE-BASED PAYMENTS

The group issues equity-settled share-based payments to certain directors and individuals who have
performed services for the group. Equity-settled share-based payments are measured at fair value at the date
of grant. The fair value determined at the grant date of the equity-settled share-based payments is capitalised
as part of exploration and evaluation assets as the transaction relates to the payment of goods and services
which qualify to be recognised as an asset.
Fair value is measured by the use of a Black-Scholes model.
Options
The group plan provides for a grant price equal to the average quoted market price of the ordinary shares on
the date of grant. The options vest immediately.

2009
Options
Outstanding at start of year 1,540,000
Granted during the year
–
Outstanding and exercisable
at the end of the year
1,540,000

2009
Weighted
average
exercise
price
in pence

2008
Options

2008
Weighted
average
exercise
price
in pence

2007
Options

2007
Weighted
average
exercise
price
in pence

16.9
–

1,500,000
40,000

16.9
17

400,000
1,100,000

22.13
15

16.9

1,540,000

16.9

1,500,000

16.9

The options outstanding at 31 December 2009 had a weighted average exercise price of 16.9p, 2008: 16.9p,
2007: 16.9p, and a weighted average remaining contractual life of 2009: 6.18 years, 2008: 6.19 years, and
2007: 6.19 years.
During 2008, 40,000 options were granted with a fair value of £3,435 (2007: 1,100,000 options granted with
a fair value of £74,689). These fair values were calculated using a Black-Scholes model. No options were
granted in 2009.
The inputs into the Black Scholes model were as follows:

Weighted average share price at date of grant (in pence)
Weighted average exercise price (in pence)
Expected volatility
Expected life
Risk free rate
Expected dividends

2009

2008

2007

–
–
–
–
–
–

15
17
38.2%
7 years
5.5%
None

15
15
30%
7 years
5.75%
None

Expected volatility was determined by management based on their cumulative experience of the movement
in share prices over the previous number of years. The expected useful life used in the model has been
adjusted based on management’s best estimate, for the effects of non-transferability, exercise restrictions,
and behavioural considerations.
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Warrants

2009
Warrants

2009
Weighted
average
exercise
price
in pence

Outstanding at start of year 5,625,000
Granted during the year
–
Outstanding and exercisable
at the end of the year
5,625,000

2008
Warrants

2008
Weighted
average
exercise
price
in pence

2007
Warrants

2007
Weighted
average
exercise
price
in pence

4
–

–
5,625,000

–
4

–
–

–
–

4

5,625,000

4

–

–

During 2008, 5,625,000 warrants were granted with a fair value of £81,224. This fair value was calculated
using a Black-Scholes model. No warrants were granted in 2009.
The inputs into the Black Scholes model were as follows:
2009

2008

2007

–
–
–
–
–
–

4
4,625
38.2%
2 years
4.5%
None

–
–
–
–
–
–

Weighted average share price at date of grant (in pence)
Weighted average exercise price (in pence)
Expected volatility
Expected life
Risk free rate
Expected dividends

The Group capitalised expenses of 2009: £Nil, 2008: £3,435, 2007: £15,276, related to equity-settled sharebased payments transactions during the year.
23.

COMMITMENTS

There is no capital expenditure authorised or contracted for which is not provided for in these accounts,
2009: £Nil, 2008: £Nil, 2007: £Nil.
24.

CONTINGENT LIABILITIES

There are no contingent liabilities 2009: £Nil, 2008: £Nil, 2007: £Nil.
25.

PARENT COMPANY INCOME STATEMENT

As permitted by Section 408 of the Companies Act, 2006 the Parent Company’s Income Statement has not
been presented in this document. The loss after taxation as determined in accordance with IFRS for the
parent company was 2009: £316,000, 2008: £310,367, 2007: £286,272.
26.

POST BALANCE SHEET EVENTS

On 4 June 2010, Persian Gold Plc received notification of the exercise of warrants to acquire 510,637
ordinary 0.25p shares in the company. The exercise price of the warrant shares is 4p per warrant share and
aggregate subscription price for the warrant shares has been received by the company.
Following the issue of warrant shares, the enlarged issued share capital of the company will be 75,172,835
ordinary shares.
On 22 June 2010, the company agreed to acquire Hydrocarbon Exploration Plc for £4.56 million in Persian
Gold Plc shares at a price of 6.75p per share. The acquisition is subject to court approval, Persian Gold
shareholders approval for relisting the enlarged group, and financing. The transaction is expected to be
completed in April 2011. The acquisition will be achieved by way of a scheme of arrangement. Trading in
the shares of the company was suspended on AIM pending publication of an admission document. The
transaction is expected to be completed in April 2011 and the directors also intend to seek additional funding
through a share placing prior to re-admission.
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(B)

UNAUDITED INTERIM RESULTS FOR THE SIX MONTHS ENDED 30 JUNE 2010

PERSIAN GOLD PLC
FINANCIAL INFORMATION (UNAUDITED)
CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
Six Months Ended
30 June 2010 30 June 2009
Unaudited
Unaudited
£’000
£’000
Revenue
Operating costs

0
(142)
––––––––
(142)
0
(1)
––––––––
(143)
0
––––––––
(143)

OPERATING LOSS
Finance income
Finance costs
LOSS BEFORE TAXATION
Income tax expense
LOSS AFTER TAXATION

––––––––
––––––––

(.19p)

LOSS PER SHARE – Basic and diluted
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0
(160)
––––––––
(160)
0
(1)
––––––––
(161)
0
––––––––
(161)

––––––––
––––––––

(.22p)

Year Ended
31 Dec 2009
Audited
£’000
0
(315)
––––––––
(315)
0
(1)
––––––––
(316)
0
––––––––
(316)

––––––––
––––––––

(.42p)

CONDENSED CONSOLIDATED BALANCE SHEET

NON-CURRENT ASSETS
Intangible assets
CURRENT ASSETS
Other receivables
Cash and cash equivalents

TOTAL ASSETS
LIABILITIES
CURRENT LIABILITIES
Trade and other payables
NON-CURRENT LIABILITIES
Provisions
TOTAL LIABILITIES
NET ASSETS

30 June 2010
Unaudited
£’000

30 June 2009
Unaudited
£’000

31 Dec 2009
Audited
£’000

1,925
––––––––

1,893
––––––––

1,910
––––––––

7
4
––––––––
11
––––––––
1,936
––––––––

10
80
––––––––
90
––––––––
1,983
––––––––

4
24
––––––––
28
––––––––
1,938
––––––––

(507)

(276)

(386)

(10)
––––––––
(517)
––––––––
1,419

(10)
––––––––
(286)
––––––––
1,697

(10)
––––––––
(396)
––––––––
1,542

2,861
(1,442)
––––––––
1,419

2,841
(1,144)
––––––––
1,697

2,841
(1,299)
––––––––
1,542

––––––––

EQUITY
Share Capital
Reserves
TOTAL EQUITY

––––––––
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––––––––
––––––––

––––––––
––––––––

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Share
Capital
£’000
As at 1 January 2009
Loss for the period
As at 30 June 2009
Loss for the period
As at 31 December 2009
Shares issued
Warrants exercised
Loss for the period
As at 30 June 2010

Six Months Ended 30 June 2010
Share based
Share
Payments
Retained
Premium
Reserve
Losses
£’000
£’000
£’000

186

2,655

215

––––––––
186

––––––––
2,655

––––––––
215

––––––––
186
1

––––––––
2,655
19

––––––––
215
(8)

––––––––
187

––––––––

––––––––
2,674

––––––––

96

––––––––
207

––––––––

(1,198)
(161)
––––––––
(1,359)
(155)
––––––––
(1,514)
8
(143)
––––––––
(1,649)

––––––––

Total
Equity
£’000
1,858
(161)
––––––––
1,697
(155)
––––––––
1,542
20
0
(143)
––––––––
1,419

––––––––

CONDENSED CONSOLIDATED CASH FLOW STATEMENT
Six Months Ended
30 June 2010 30 June 2009
Unaudited
Unaudited
£’000
£’000
CASH FLOW FROM OPERATING ACTIVITIES
Loss for the period
Finance costs recognised in loss
Finance income recognised in loss
Exchange movements
Movements in working capital
CASH USED BY OPERATIONS
Finance costs
Finance income
NET CASH USED IN OPERATING ACTIVITIES
INVESTING ACTIVITIES
Payments for intangible assets
NET CASH USED IN INVESTING ACTIVITIES
FINANCING ACTIVITIES
Proceeds from issue of equity shares
NET CASH GENERATED FROM FINANCING
ACTIVITIES
NET DECREASE IN CASH AND CASH EQUIVALENT
Cash and cash equivalent at beginning of the period
Effect of exchange rate changes on cash held
CASH AND CASH EQUIVALENT AT END
OF THE PERIOD

(143)
1
0
1
––––––––
(141)
118
––––––––
(23)
(1)
0
––––––––
(24)
––––––––

(161)
1
0
5
––––––––
(155)
109
––––––––
(46)
(1)
0
––––––––
(47)
––––––––

(316)
1
0
4
––––––––
(311)
225
––––––––
(86)
(1)
0
––––––––
(87)
––––––––

(15)
––––––––
(15)
––––––––

(62)
––––––––
(62)
––––––––

(79)
––––––––
(79)
––––––––

20
––––––––

0
––––––––

0
––––––––

20
––––––––
(19)
24
(1)
––––––––

0
––––––––
(109)
194
(5)
––––––––

0
––––––––
(166)
194
(4)
––––––––

4

––––––––
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Year Ended
31 Dec 2009
Audited
£’000

80

––––––––

24

––––––––

NOTES:
1.

INFORMATION

The financial information for the six months ended 30 June 2010 and the comparative amounts for the six
months ended 30 June 2009 are unaudited. The financial information above does not constitute full statutory
accounts within the meaning of section 240 of the Companies Act 1985.
The Interim Financial Report has been prepared in accordance with IAS 34 Interim Financial Reporting as
adopted by the European Union. The accounting policies and methods of computation used in the
preparation of the Interim Financial Report are consistent with those used in the Group 2009 Annual Report,
which is available at www.persiangoldplc.com
The interim financial statements have not been audited or reviewed by the auditors of the Group pursuant to
the Auditing Practices board guidance on Review of Interim Financial Information.
2.

No dividend is proposed in respect of the period.

3.

LOSS PER SHARE

Basic loss per share is computed by dividing the loss after taxation for the year available to ordinary
shareholders by the weighted average number of ordinary shares in issue and ranking for dividend during the
year. Diluted earnings per share is computed by dividing the loss after taxation for the year by the weighted
average number of ordinary shares in issue, adjusted for the effect of all dilutive potential ordinary shares
that were outstanding during the year.
30 June 2010
£
Loss per share – Basic and Diluted

30 June 2009
£

31 Dec 2009
£

(0.19p)

(0.22p)

(0.42p)

(143,188)

(161,024)

(316,000)

––––––––– ––––––––– –––––––––

The following table sets out the computation for basic
and diluted earnings per share (EPS):
Numerator
For basic and diluted EPS retained loss

––––––––– ––––––––– –––––––––
––––––––– ––––––––– –––––––––

Denominator
Weighted average number of ordinary shares

74,690,178

74,662,198

74,662,198

Basic and diluted loss per share are the same as the effect of the outstanding share options is anti-dilutive
and is therefore excluded.
4.

INTANGIBLE ASSETS

Exploration and evaluation assets:
Cost at 1 January
Additions
Cost and net book value

30 June 2010
£’000

30 June 2009
£’000

31 Dec 2009
£’000

1,910
15
––––––––
1,925

1,831
62
––––––––
1,893

1,831
79
––––––––
1,910

––––––––

––––––––

––––––––

Exploration and evaluation assets relates to expenditure incurred in prospecting and exploration for gold in
Iran.
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The group’s activities are subject to a number of significant potential risks including:
•

price fluctuations

•

foreign exchange risks

•

uncertainties over development and operational risks

•

operations and environmental risks

•

political and legal risks, including arrangements with governments for licenses, profit sharing and
taxation

•

foreign investment risks including increases in taxes, royalties and renegotiation of contracts

•

liquidity risks

•

funding risks

The realisation of this intangible asset is dependent on the discovery and successful development of
economic mineral reserves which is affected by these and other risks. Should the realisation of the intangible
asset prove unsuccessful the value included in the balance sheet would be written off to the income
statement.
The directors are aware that by its nature there is an inherent uncertainty in such development expenditure
as to the value of the asset.
The rate of progress in obtaining discovery certificates on two projects in Iran is slower than expected.
Notwithstanding these delays, the directors are confident that the capitalised value of these projects is fully
recoverable, either through progressing the projects after resolving delays with the Iranian authorities, or by
realising value through disposal to a large mineral resource development group who can progress the project.
Having reviewed the deferred exploration and evaluation development expenditure at 30 June 2010, the
directors are satisfied that the value of the intangible asset is not less than carrying net book value.
5.

SHARE CAPITAL

Authorised:
800,000,000 ordinary shares of 0.25p
Allotted, Called Up and Fully Paid:
Opening 74,662,198 shares of 0.25p
Issued 510,637 shares of 0.25p
Closing 75,172,835 shares of 0.25p

30 June 2010
£’000

30 June 2009
£’000

31 Dec 2009
£’000

––––––––

2,000

––––––––

2,000

––––––––

186
1
––––––––
187

186
–
––––––––
186

186
–
––––––––
186

––––––––

––––––––

2,000

––––––––

Movements in issued share capital
On 10 June 2010, 510,637 warrants were exercised at a price of 4p.
6.

The Interim Report for the six months to 30 June 2010 was approved by the Directors on
16 September 2010.

7.

Copies of this announcement will be sent to shareholders and will be available for inspection at the
Companies Registered Office at 20-22 Bedford Row, London WC1R 4JS. The Interim Report may
also be viewed at Persian Gold plc’s website at www.persiangoldplc.com
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PART 6
FINANCIAL INFORMATION ON
HYDROCARBON EXPLORATION PLC
Accountants’ report for the period since incorporation (16 February 2010) to 30 June 2010
The Board of Directors
on behalf of Persian Gold plc
162 Clontarf Road
Dublin 3
Ireland
Directors
Shore Capital & Corporate Limited
Bond Street House
14 Clifford Street
London
W1S 4JU
4 February 2011
Dear Sirs,
Hydrocarbon Exploration plc
We report on the financial information of Hydrocarbon Exploration Plc (‘Hydrocarbon’) set out in Part 6 of
the AIM Admission Document dated 4 February 2011 of Persian Gold Plc (the “Company”). This financial
information has been prepared for inclusion in the Admission Document on the basis of the accounting
policies set out in Note 1 to the financial information. This report is required by paragraph (a) of Schedule
Two to the AIM Rules and is given for the purpose of complying with that requirement and for no other
purpose.
Responsibilities
The Directors of the Company are responsible for preparing the financial information on the basis of
preparation set out in Note 1 to the financial information and in accordance with IFRS as adopted by the EU.
It is our responsibility to form an opinion as to whether the financial information gives a true and fair view,
for the purposes of the Admission Document, and to report our opinion to you.
Save for any responsibility arising under the AIM Rules to any person as and to the extent there provided, to
the fullest extent permitted by law we do not assume any responsibility and will not accept any liability to
any other person for any loss suffered by any such other person as a result of, arising out of, or in accordance
with this report or our statement, required by and given solely for the purposes of complying with the AIM
Rules, consenting to its inclusion in the prospectus.
Basis of opinion
We conducted our work in accordance with the Standards for Investment Reporting issued by the Auditing
Practices Board in the United Kingdom. Our work included an assessment of evidence relevant to the
amounts and disclosures in the financial information. It also included an assessment of significant estimates
and judgments made by those responsible for the preparation of the financial information and whether the
accounting policies are appropriate to the entity’s circumstances, consistently applied and adequately
disclosed.
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We planned and performed our work so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial
information is free from material misstatement whether caused by fraud or other irregularity or error.
Our work has not been carried out in accordance with auditing or other standards and practices generally
accepted in jurisdictions outside the United Kingdom, including the United States of America, and
accordingly should not be relied upon as if it had been carried out in accordance with those standards and
practices.
Opinion
In our opinion, the financial information gives, for the purposes of the Admission Document, a true and fair
view of the state of affairs of Hydrocarbon Exploration plc as at the date stated and of its loss, cash flow and
changes in equity for the period then ended in accordance with the basis of preparation set out in Note 1 and
in accordance with IFRS as adopted by the EU.
Emphasis of Matter-Going Concern and Realisation of Assets
Without qualifying our opinion, we draw your attention to:
•

Note 3 to the financial information which indicates that Persian Gold Plc (‘Persian’) has entered into
an implementation agreement whereby it has agreed to acquire all of the outstanding shares of
Hydrocarbon. Persian plans to apply for re-admission to AIM, and also plans to raise £1.75 million
prior to re-admission. These funds are dependent on successful fundraising and re-admission to AIM,
and will be used to continue development projects and to discharge liabilities of the enlarged group,
as they fall due, for at least two years. The transaction is expected to be completed in April 2011.
These conditions indicate the existence of a material uncertainty which may cast significant doubt
about Hydrocarbon’s ability to continue as a going concern. The directors have prepared the financial
information of Hydrocarbon on the basis that it is a going concern. The financial information does not
include the adjustments that would result if Hydrocarbon was unable to continue as a going concern.

•

Notes 11, 12 and 13 to the financial information concerning the valuation of intangible assets,
investments in subsidiaries and amounts due from subsidiaries. The realisation of intangible assets of
£438,686, investments in subsidiaries of £1,095,155, and amounts due from subsidiaries of
£1,961,882 as included in the balance sheet, is dependent on the discovery and successful
development of economic mineral reserves including the ability of the company to raise sufficient
finance to develop the projects. The financial information does not include any adjustments relating
to these uncertainties, and the ultimate outcome cannot, at present, be determined.

Declaration
For the purposes of paragraph (a) of Schedule Two of the AIM rules, we are responsible for this report as
part of the Admission Document and declare that we have taken all reasonable care to ensure that the
information contained in this report is, to the best of our knowledge, in accordance with the facts and
contains no omission likely to affect its import. This declaration is included in the Admission Document in
compliance with Schedule Two of the AIM Rules.
Yours faithfully
Deloitte & Touche
Chartered Accountants
Dublin
Deloitte & Touche is an Irish member firm of Deloitte Touche Tohmatsu Limited (“DTTL”), a UK private
company limited by guarantee, whose member firms are legally separate and independent entities. Please
see www.deloitte.com/ie/about for a detailed description of the legal structure of DTTL and its member firms.
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HYDROCARBON EXPLORATION PLC
STATEMENT OF COMPREHENSIVE INCOME
FOR THE PERIOD FROM THE DATE OF INCORPORATION (16 FEBRUARY 2010)
TO 30 JUNE 2010
Notes
REVENUE
Cost of sales
GROSS PROFIT
Administrative expenses
OPERATING PROFIT
Finance income
Exchange movements

5

LOSS BEFORE TAXATION
Income tax expense

4
8

LOSS FOR THE PERIOD AND
TOTAL COMPREHENSIVE INCOME

2010
£
–
–
––––––––
–
(93,315)
––––––––
(93,315)
12,582
390
––––––––
(80,343)
–
––––––––
(80,343)

––––––––
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HYDROCARBON EXPLORATION PLC
BALANCE SHEET
AS AT 30 JUNE 2010
Notes

2010
£

ASSETS:
NON CURRENT ASSETS
Intangible assets
Investment

11
12

438,686
1,095,156
––––––––
1,533,842

CURRENT ASSETS
Other Receivables
Cash and cash equivalents

13
14

2,000,735
188,326
––––––––
2,189,061
––––––––
3,722,903
––––––––

15

(524,587)
––––––––
3,198,316

TOTAL ASSETS
LIABILITIES:
CURRENT LIABILITIES
Trade and other payables
NET ASSETS

––––––––

EQUITY
Called-up share capital
Share premium
Share based payment reserves
Retained earnings – (deficit)

16
19

TOTAL EQUITY

1,276,850
1,915,343
86,466
(80,343)
––––––––
3,198,316

––––––––

The financial information of Hydrocarbon Exploration Plc was approved by the Board of Directors on
4 February 2011.
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HYDROCARBON EXPLORATION PLC
STATEMENT OF CHANGES IN EQUITY
FOR THE PERIOD FROM THE DATE OF INCORPORATION (16 FEBRUARY 2010)
TO 30 JUNE 2010

At 16 February 2010
Shares issued during the period
(See Note 10)
Share based payment
Loss for the period and total
comprehensive income
At 30 June 2010

Called-up
Share
Capital
£

Share
Premium
£

Share Based
Payment
Reserve
£

Retained
Earnings–
(Deficit)
£

2

–

–

–

2

1,276,848
–

1,915,343
–

–
86,466

–
–

3,192,191
86,466

Total
£

–
–
–
(80,343)
(80,343)
––––––––– ––––––––– ––––––––– ––––––––– –––––––––
1,276,850 1,915,343
86,466
(80,343) 3,198,316

––––––––– ––––––––– ––––––––– ––––––––– –––––––––

Share Premium
The Share Premium comprises a premium arising on the issue of shares.
Share Based Payment Reserve
The share based payment reserve arises on the grant of share options to directors under the share option plan.
Retained Deficit
Retained deficit comprises losses incurred in the period ending 30 June 2010.
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HYDROCARBON EXPLORATION PLC
CASH FLOW STATEMENT
FOR THE PERIOD FROM THE DATE OF INCORPORATION (16 FEBRUARY 2010)
TO 30 JUNE 2010
Notes
CASH FLOW FROM OPERATING ACTIVITIES
(Loss)/Profit for the financial period
Finance Revenue
Share Based Payments
Exchange movement

(80,343)
(12,582)
86,466
420
––––––––
(6,039)

MOVEMENTS IN WORKING CAPITAL
Decrease in trade and other payables
Decrease in trade and other receivables

(76,193)
214,507
––––––––
132,275
12,582
––––––––
144,857

CASH GENERATED BY OPERATIONS
Finance Income
NET CASH GENERATED IN OPERATING ACTIVITIES

––––––––

CASH FLOWS FROM INVESTING ACTIVITIES
Payments for Intangible Assets
Cash Acquired on Acquisition (See Note 10)

(159,329)
203,218
––––––––
43,889
––––––––

NET CASH GENERATED IN INVESTING ACTIVITIES
NET (DECREASE)/INCREASE IN CASH
AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of the financial period
Effect of foreign exchange rate changes
CASH AND CASH EQUIVALENTS AT END OF THE
FINANCIAL PERIOD
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2010
£

188,746
–
(420)
––––––––
14

188,326

––––––––

HYDROCARBON EXPLORATION PLC
NOTES TO THE FINANCIAL INFORMATION
FOR THE PERIOD FROM THE DATE OF INCORPORATION (16 FEBRUARY 2010)
TO 30 JUNE 2010
1.

PRINCIPAL ACCOUNTING POLICIES

The significant accounting policies adopted by Hydrocarbon Exploration plc (‘the Company’) are as follows:
(i)

Basis of preparation
The financial information has been prepared on a historical cost basis. The company financial
information is presented in pounds sterling.

(ii)

Statement of compliance
The financial information of Hydrocarbon Exploration plc has been prepared in accordance with
IFRSs as adopted by the European Union.

(iii)

Intangible assets
Exploration and evaluation assets
Exploration expenditure relates to the initial search for mineral deposits with economic potential in
Iran. Evaluation expenditure arises from a detailed assessment of deposits that have been identified as
having economic potential.
The costs of exploration properties and leases, which include the cost of acquiring prospective
properties and exploration rights and costs incurred in exploration and evaluation activities, are
capitalised as intangible assets as part of exploration and evaluation assets.
Exploration costs are capitalised as an intangible asset until technical feasibility and commercial
viability of extraction of reserves are demonstrable, when the capitalised exploration costs are reclassed to property, plant and equipment. Exploration costs include an allocation of administration
and salary costs (including share based payments) as determined by management.
Prior to reclassification to property, plant and equipment exploration and evaluation assets are
assessed for impairment and any impairment loss is recognised immediately in the statement of
comprehensive income.
Impairment of intangible assets
Exploration and evaluation assets are assessed for impairment when facts and circumstances suggest
that the carrying amount may exceed its recoverable amount. The company reviews and tests for
impairment on an ongoing basis and specifically if the following occurs:

(iv)

(a)

the period for which the company has a right to explore in the specific area has expired or is
expected to expire;

(b)

the exploration and evaluation has not led to the discovery of economic reserves;

(c)

the development of the reserves is not economically or commercially viable;

(d)

the exploration is located in an area that has become politically unstable.

Foreign currencies
The functional currency and presentation currency of the company is pound sterling. In preparing the
financial information of the company, transactions in currencies other than the entity’s functional
currency (foreign currencies) are recorded at the rates of exchange prevailing on the dates of the
transactions. At each balance sheet date, monetary assets and liabilities that are denominated in
foreign currencies are retranslated at the rates prevailing on the balance sheet date. Non-monetary
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items carried at fair value that are denominated in foreign currencies are retranslated at the rates
prevailing at the date when the fair value was re-determined. Non-monetary items that are measured
in terms of historical cost in a foreign currency are not retranslated.
Exchange differences arising on the settlement of monetary items, and on the retranslation of
monetary items, are included in the statement of comprehensive income for the period. Exchange
differences arising on the retranslation of non-monetary items carried at fair value are included in the
statement of comprehensive income for the period except for differences arising on the retranslation
of non-monetary items in respect of which gains and losses are recognised directly in equity.
Fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities
of the foreign entity and translated at the closing rate.
(v)

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.
Current tax is based on taxable profit for the period. Taxable profit differs from net profit as reported
in the statement of comprehensive income because it excludes items of income or expense that are
taxable or deductible in other years and it further excludes items that are never taxable or deductible.
The company’s liability for current tax is calculated using tax rates that have been enacted or
substantively enacted by the balance sheet date.
Deferred tax is the tax expected to be payable or recoverable on differences between the carrying
amounts of assets and liabilities in the financial information and the corresponding tax bases used in
the computation of taxable profit, and is accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax
assets are recognised for all deductible temporary differences, carry forward of unused tax assets and
unused tax losses to the extent that it is probable that taxable profits will be available against which
deductible temporary differences and the carry forward of unused tax credits and unused tax losses
can be utilised. Such assets and liabilities are not recognised if the temporary difference arises from
the initial recognition of goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that affects neither the taxable profit nor
the accounting profit.
Deferred tax liabilities are recognised for taxable temporary differences arising on investments in
subsidiaries and associates, except where the company is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not reverse in the foreseeable future.
Deferred tax assets are recognised for deductible temporary differences arising on investments in
subsidiaries and associates, only to the extent that it is probable that the temporary difference will
reverse in the foreseeable future and taxable profit will be available against which the temporary
difference can be utilised.
The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part
of the asset to be recovered.
Unrecognised deferred tax assets are reassessed at each balance sheet date and are recognised to the
extent that it has become probable that future taxable profits will allow the deferred tax asset to be
recovered.
Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is
settled or the asset is realised, based on tax rates (and tax laws) that have been enacted or substantively
enacted at the balance sheet date. Deferred tax is charged or credited in the statement of
comprehensive income, except when it relates to items charged or credited directly to equity, in which
case the deferred tax is also dealt with in equity.
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Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current
tax assets against current tax liabilities and when they relate to income taxes levied by the same
taxation authority and the company intends to settle its current tax assets and liabilities on a net basis.
(vi)

Investment in Subsidiaries and Associates
Investments in subsidiaries and associates are stated at cost less any provision for impairment.

(vii) Financial Instruments
Financial instruments are recognised in the company’s balance sheet when the company becomes a
party to the contractual provisions of the instrument.
Cash and cash equivalents
Cash and cash equivalents comprise cash held by the company and short-term bank deposits with an
original maturity of three months or less.
Financial liabilities
Financial liabilities are classified according to the substance of the contractual arrangements entered
into, mainly accruals.
Other Receivables
Other receivables are measured at initial recognition at fair value, and are subsequently measured at
amortised cost using the effective interest rate method. Appropriate allowances for estimated
irrecoverable amounts are recognised in the Statement of Comprehensive Income when there is
objective evidence that the asset is impaired.
Other Payables
Trade payables classified as financial liabilities are initially measured at fair value and are
subsequently measured at amortised cost using the effective interest rate method.
(viii) Share-based Payments
Equity-settled share-based payments to employees and others providing similar services are measured
at fair value of the equity instruments at the grant date. Details regarding the determination of the fair
value of equity- settled share based transactions are set out in Note 19.
The fair value determined at the grant date of the equity- settled share-based payments is expensed on
a straight-line basis over the vesting period, based on the Company’s estimate of equity instruments
that will eventually vest. At the end of each reporting period, the company revises its estimate of the
number of equity instruments expected to vest. The impact of the revision of the original estimates, if
any, is recognised in profit or loss such that the cumulative expense reflects the revised estimate, with
a corresponding adjustment to the equity-settled employee benefits reserve.
(ix)

Critical accounting judgments and key sources of estimation uncertainty
Critical judgments in applying the company’s accounting policies
In the process of applying the company’s accounting policies above, management has made the
following judgments that have the most significant effect on the amounts recognised in the financial
information (apart from those involving estimations, which are dealt with below).
Exploration and evaluation
The assessment of whether general administration costs and salary costs are capitalised or expensed
involves judgement. Management considers the nature of each cost incurred and whether it is deemed
appropriate to capitalise it within intangible assets. Costs which can be demonstrated as project
related are included within exploration and evaluation assets. Exploration and evaluation assets relate
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to prospecting, exploration and related expenditure in Iran. The company’s exploration activities are
subject to a number of significant and potential risks including:
•

price fluctuations;

•

foreign exchange risks;

•

uncertainties over development and operational risks;

•

operations and environmental risks;

•

political and legal risks, including arrangements with governments for licenses, profit sharing
and taxation;

•

foreign investment risks including increases in taxes, royalties and renegotiation of contracts;

•

liquidity risks; and

•

funding risks.

The recoverability of these intangible assets is dependent on the discovery and successful
development of economic reserves, including the ability to raise finance to develop future projects.
Should this prove unsuccessful, the value included in the balance sheet would be written off to the
Statement of Comprehensive Income.
Impairment of intangible assets
The assessment of intangible assets for any indications of impairment involves judgment. If an
indication of impairment exists, a formal estimate of recoverable amount is performed and an
impairment loss recognised to the extent that carrying amount exceeds recoverable amount.
Recoverable amount is determined as the higher of fair value less costs to sell and value in use.
The assessment requires judgment as to the likely future commerciality of the asset and when such
commerciality should be determined; future revenues, capital and operating costs and the discount
rate to be applied to such revenues and costs.
Going concern
The preparation of financial information requires an assessment on the validity of the going concern
assumption. The validity of the going concern concept is dependent on finance being available for the
continuing working capital requirements of the company and finance for the development of the
company’s projects becoming available. Based on the assumptions that such finance will become
available, the directors believe that the going concern basis is appropriate for these accounts. Should
the going concern basis not be appropriate, adjustments would have to be made to reduce the value of
the company’s assets, in particular the intangible assets, to their realisable values.
Key sources of estimation uncertainty
The preparation of financial information requires management to make estimates and assumptions
that affect the amounts reported for assets and liabilities as at the balance sheet date and the
amounts reported for revenues and expenses during the period. The nature of estimation means that
actual outcomes could differ from those estimates. The key sources of estimation uncertainty that have
a significant risk of causing material adjustment to the carrying amounts of assets and liabilities
within the next financial year is discussed below.
Share Based Payments
The estimation of share-based payment costs requires the selection of an appropriate valuation model
and consideration as to the inputs necessary for the valuation model chosen. The company has made
estimates as to the volatility of its own shares, the probable life of options granted and the time of
exercise of those options. The model used by the company is the Black-Scholes valuation model.
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2.

STANDARDS AND INTERPRETATIONS IN ISSUE BUT NOT YET ADOPTED

The company did not adopt any new International Financial Reporting Standards (IFRS) or Interpretations
in the period that had a material impact on the company’s Financial Information.
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 not yet effective:
IFRS 9 Financial Instruments; Classification and Measurement (effective for accounting periods beginning
on or after 1 January 2013);
IAS 24 (Revised) Related Party Disclosures (effective for accounting periods beginning on or after 1 January
2011);
IFRIC 14 (Amendment) Prepayments of a Minimum Funding Requirement (effective for accounting periods
beginning on or after 1 January 2011);
Improvements to IFRSs 2010 (effective for accounting periods on or after 1 January 2011).
The directors are currently assessing the impact in relation to the adoption of these Standards and
Interpretations for future periods of the company; however, at this point they do not believe they will have a
significant impact on the financial information of the company in future periods.
3.

GOING CONCERN

Persian Gold Plc (‘Persian’) has entered into an implementation agreement whereby it has agreed to acquire
all of the outstanding shares of the company. The Acquisition will be achieved by way of a scheme of
arrangement whereby Persian will distribute 2,800 new Persian shares for every one share. At the current
Persian share price of 6.75p, this values the company at approximately £4.8 million. Trading in shares of
Persian was suspended from AIM pending publication of re-admission document. Persian plans to apply for
re-admission to AIM, and also plans to raise £1.75 million prior to re-admission. These funds will be used
to continue development projects and discharge liabilities as they fall due, of the enlarged group, for at least
two years. The transaction is expected to be completed in April 2011.
On that basis the directors are of the opinion that the company will have sufficient funds in place to continue
operations for the foreseeable future and the directors are satisfied that it is appropriate to continue to prepare
the financial information of the company on the going concern basis. The financial information does not
include any adjustment to the carrying amount, or classification of assets and liabilities, if the company was
unable to continue as a going concern.
4.

LOSS BEFORE TAXATION
2010
£

The loss before taxation is stated after charging:
Auditor’s remuneration
Directors’ remuneration

6,250
101,466

––––––––

Directors’ remuneration includes share-based payments of £86,466. Half of this share-based payment has
been capitalised at the period end. Details of directors’ remuneration are disclosed in Note 6.
Administrative expenses comprise:
Professional Fees
Management Fees
Wages, salaries and Directors’ fees
Share Based Payments
Other administrative expenses

6,999
7,500
21,500
43,233
14,083
––––––––
93,315

––––––––
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5.

FINANCE INCOME
2010
£

Interest earned
6.

12,582

––––––––

RELATED PARTY AND OTHER TRANSACTIONS

Key Management Compensation and Directors’ Remuneration
2010
£
The compensation paid to key management personnel and directors’
remuneration is set out as follows:
Short term employee benefits
Share based payments

21,500
86,466
––––––––
107,966

––––––––
Key Management is deemed to be the Board of Directors.
Other
Hydrocarbon Exploration plc shares offices and overheads with a number of companies also based at 162
Clontarf Road. These companies have some common directors.

During the period £9,245 was paid to other companies in respect of these overheads and office costs as
follows:
2010
£
Swala Resources Limited
Persian Gold Plc
Connemara Mining
African Diamonds
Petrel Resources

9,246
21,607
5,000
(2,949)
(42,149)
––––––––
(9,245)

––––––––
The company only commenced trading in the current period and the above amounts were also due by the
company at period end.
At 31 June the following amounts were due to/(by) the company by its subsidiaries:

2010
£
Bolivian Hydrocarbon
Endeavour Oil and Gas Limited
Hydrocarbon Prospecting
Petrolex SA

495,224
1,469,658
(50,000)
(384,296)
––––––––
1,530,586

––––––––
7.

EMPLOYEE INFORMATION

There were no employees of the company during the current period.
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8.

INCOME TAX EXPENSE
2010
£

Current tax:
Deferred tax

–
––––––––
–

Tax on loss

––––––––

Factors affecting the tax expense:
(Loss)/Profit on ordinary activities before tax

(80,343)
––––––––
(24,102)

UK tax calculated at 30 per cent.
Effects of:
Unutilised Losses

24,102
––––––––
–

Tax charge

––––––––

No charge to corporation tax arises in the current period.
At the balance sheet date, the company had unused tax losses of £80,343 which equates to a deferred tax
asset of £24,102. No deferred tax asset has been recognised due to the unpredictability of the future profit
streams. Losses may be carried forward indefinitely.
9.

SEGMENTAL ANALYSIS

The company has one class of business: mining exploration and development. The company operates in one
key geographical area which is Ghana; however the company is managed from the head office in Ireland.
The analysis of turnover, the loss before taxation, assets, liabilities, depreciation and additions to non-current
assets by geographical segment is shown below.
9A

Segment Revenue and Segment Result
Segment
Revenue
2010
£
Continuing operations in Ghana

–
––––––––
–
–
––––––––
–

Total continuing operations
Unallocated head office

––––––––

Segment
Result
2010
£
–
––––––––
–
(80,343)
––––––––
(80,343)

––––––––

There was no revenue earned during the period and all expenses in the period were incurred by head
office.
9B

Segment assets and liabilities
Assets
2010
£
Continuing operations in Ghana

370,490
––––––––
370,490
2,918,117
––––––––
3,288,607

Total continuing operations
Unallocated head office

––––––––
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Liabilities
2010
£
–
––––––––
–
(90,291)
––––––––
(90,291)

––––––––

9C

Other segmental information
Additions to non-current assets
2010
£
Continuing operations in Ghana

370,490
––––––––
370,490
2,693,938
––––––––
3,064,428

Total continuing operations
Unallocated head office

––––––––
10.

ACQUISITIONS

In April 2010, the company completed the acquisition of the North American and Bolivian assets and
liabilities of Pan Andean Resources plc including Endeavour Oil & Gas Limited, Bolivian Hydrocarbon
Limited, Pan Andean Oil & Gas Limited and Hydrocarbon Prospecting plc.
Principal
Activity
North American and Bolivian assets
and liabilities of Pan Andean
Resources Plc

Oil & Gas
Exploration

Date of
acquisition

Proportion
of shares
acquired

Cost of
acquisition
£

14 April 2010

100%

3,192,193

Analysis of assets and liabilities assumed at the date of acquisition:
Book Value
£

Fair value
adjustments
£

Fair value
£

Current Assets
Cash and cash equivalents
Trade & other receivables
Amounts due from group subsidiaries

203,218
183,347
2,031,895

–
–
–

203,218
183,347
2,031,895

Non Current Assets
Exploration and evaluation expenditure
Investments in Endeavour Oil and Gas Ltd
Investments in Bolivian Hydrocarbon
Investments in Pan Andean Oil & Gas Ltd
Investments in Hydrocarbon Prospecting plc

279,357
1,043,051
2,102
2
50,000

–
–
–
–
–

279,357
1,043,051
2,102
2
50,000

Current Liabilities
Trade and other payables
Amounts owning to group subsidiaries

(77,218)
(523,561)
––––––––
3,192,293

––––––––

–
–
––––––––
–

––––––––

(77,218)
(523,561)
––––––––
3,192,193

––––––––

Cost of Acquisition
The cost of the transfer of the entire issued share capital of Endeavour Oil & Gas Limited, Hydrocarbon
Prospecting Limited, Pan Andean Oil & Gas Limited and Bolivian Hydrocarbon Limited was satisfied by
the issue of shares in Hydrocarbon Exploration Plc to the Pan Andean Resources Plc shareholders on a onefor-one basis in respect of each share acquired.
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Analysis of consideration
2010
£
Non-cash consideration for acquisition

3,192,193
––––––––
3,192,193

Total purchase consideration

––––––––

Net Cash Inflow on acquisition
Consideration paid in cash
Less: cash and cash equivalent balances acquired

–
(203,218)
––––––––
(203,218)

––––––––
Impact of Acquisition on the results of the company
The company loss for the period includes post acquisition losses of £80,343. This is 100 per cent. attributable
to the acquisition of the North American and Bolivian assets and liabilities of Pan Andean Resources plc.
11.

INTANGIBLE ASSETS

Exploration and evaluation assets:
2010
£
At 16 February 2010
Assets Acquired (See Note 10)
Additions

–
279,357
159,329
––––––––
438,686

At 30 June 2010

––––––––

Exploration and evaluation assets relates to expenditure incurred in prospecting and exploration for oil and
gas in Ghana.
The Directors are aware that by its nature there is an inherent uncertainty in exploration and evaluation and
therefore inherent uncertainty in relation to the carrying value of capitalised exploration and evaluation of
assets.
There were no facts or circumstances indicating that the carrying amount of intangible assets may exceed
their recoverable amount, and thus no impairment review was deemed necessary by the Directors.
The realisation of these intangible assets is dependent on the successful discovery and development of
economic oil and gas reserves and is subject to a number of significant potential risks including:
•

Price fluctuations;

•

Uncertainties over development and operational costs;

•

Political and legal risks including arrangements with governments for licences, profit sharing and
taxation; and

•

Funding requirements.

Included in the above is an amount of £43,233 of capitalised expenses related to equity settled share-based
payment transactions during the period.
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12.

INVESTMENT IN SUBSIDIARIES
2010
£

At 16 February 2010
Assets Acquired (See Note 10)

–
1,095,155
––––––––
1,095,155

At 30 June 2010

––––––––

In the opinion of the directors, at 30 June 2010, the fair value of the investments is not less than their
Carrying amounts.
The subsidiaries of the company at 30 June 2010 are:
Total Allotted
Capital

Country of
Incorporation

%
Ownership

Nature of
Business

Clontarf Energy Plc

5,000,000 Shares
at 1p each

England
&Wales

100%

Dormant

Petolex SA

1,000 Shares at
Bs1,000 each

Bolivia

100%

Exploration
& Production

Endeavour Oil & Gas Ltd

100 Shares at
£1 each

England
&Wales

100%

Exploration
& Production

Endeavour Oil & Gas Inc

10,000 Shares at
10 cent each

USA

100%

Exploration
& Production

Bolivian Hydrocarbons Ltd

2 Shares at
£1 each

Jersey

100%

Management
Company

Pan Andean Oil & Gas Ltd

200 Shares
at 1p each

England
&Wales

100%

Dormant

Pan Andean Ltd

15,000 Shares
at GH CEDI each

Ghana

30%

Exploration
& Production

The company holds a 30 per cent. interest in a Ghanaian private company Pan Andean Resources Limited,
which is an early stage exploration vehicle in Africa.
The realisation of investments in subsidiaries is dependent on the successful discovery and development of
economic oil and gas reserves and is subject to a number of significant potential risk as set out in Note 11.
13.

OTHER RECEIVABLES
2010
£

Other receivables
Amounts due from group subsidiaries

35,853
1,964,882
––––––––
2,000,735

––––––––
The carrying value of the other receivables approximates to their fair value

The realisation of amounts due from subsidiaries is dependent on the successful discovery and development
of economic oil and gas reserves and is subject to a number of significant potential risks as set out in Note 11.
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14.

CASH AND CASH EQUIVALENTS
2010
£

Cash and cash equivalents

188,326

––––––––

Cash at bank earns interest at floating rates based on daily bank deposits rates.
15.

OTHER PAYABLES
2010
£

Other payables
Accruals
Amounts owing to Group undertakings

59,457
30,834
434,296
––––––––
524,587

––––––––
It is the company’s normal practice to agree terms of transactions, including payment terms, with suppliers
and provided suppliers perform in accordance with the agreed terms, payment is made accordingly. In the
absence of agreed terms it is the company’s policy that payment is made between 30–40 days. The carrying
value of trade and other payables approximates to their fair value.
16.

CALLED-UP SHARE CAPITAL
2010
£

Authorised:
300,000,000 Ordinary shares of 1p each

3,000,000
––––––––

Allotted, called-up and fully paid:
Ordinary shares of 1p each:
Shares issued at date of incorporation (16 February 2010)
Shares issued during the period*
Closing balance 25,537 shares
*

17.

2
1,276,848
––––––––
1,276,850

––––––––

On 14 April 2010, 127,689,733 shares were issued by Hydrocarbon Exploration Plc. On 17 May 2010, a decision was made by
the board to undertake a share consolidation of its existing shares of £0.01 into new ordinary shares of £50 each on the basis of
one new Ordinary Share for every 5,000 Existing Ordinary Shares. The Board considered that the Share Consolidation would be
beneficial as it would reduce the size of the issued ordinary share capital thereby making it more manageable and improving the
attractiveness of the Company’s shares to new investors.

MATERIAL NON-CASH TRANSACTIONS

Material non-cash transactions during the period have been outlined in Note 10 and 19.
18.

RISK MANAGEMENT

The company’s financial instruments comprise cash and cash equivalent balances, and various items such as
trade receivables and trade payables which arise directly from trading operations.
The company undertakes certain transactions denominated in foreign currencies. Hence, exposures to
exchange rate fluctuations arise.
The company holds cash as a liquid resource to fund obligations of the company. The company’s cash
balances are held in euro, US dollar and sterling. The company’s strategy for managing cash is to maximise
interest income whilst ensuring its availability to match the profile of the company’s expenditure. This is
achieved by regular monitoring of interest rates and monthly review of expenditure.
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The company has a policy of not hedging due to no significant dealings in currencies other than the reporting
currency and euro denominated transactions and therefore takes market rates in respect of foreign exchange
risk; however, it does review its currency exposure on an ad hoc basis.
The company does not enter into any derivative transactions, and it is the company’s policy that no trading
in derivatives shall be undertaken.
The main financial risks arising from the company’s financial instruments are as follow:
Interest rate risk
The company has no outstanding bank borrowings at the period end. New projects and acquisitions are
financed by a combination of existing cash surpluses and through funds raised from equity share issues. The
company may use project finance in the future to finance exploration and development costs on existing
licences. The weighted average cost of capital associated with bank borrowings in the period was 2010:
Nil per cent..
Liquidity risk
As regards liquidity, the company’s exposure is confined to meeting obligations under short term trade
payable agreements and other amounts due to operating partners. This exposure is considered significant.
The directors are confident, based on anticipated future income forecasts and capital expenditure budgets
that adequate cash resources exist to finance operations for the future including exploration and
development. Controls over expenditure are carefully managed. Long term liabilities, such as
decommissioning costs will be met from funds deposited in designated bank accounts.
Capital Management
The capital structure of the company consists primarily of equity raised through issue of share capital, which
it has invested in operations in Ghana.
The primary objective of the company’s capital management is to maximise shareholder value. The company
manages its capital structure and makes adjustments to it, in light of changes in economic conditions. No
changes were made to the objectives, policies or processes in the period ended 30 June 2010.
The company does not have any external borrowings and accordingly there are no externally imposed capital
requirements to which it is subject.
19.

SHARED BASED PAYMENTS

The Company issues equity-settled share-based payments to certain directors and individuals who have
performed services for the Company. Equity-settled share-based payments are measured at fair value at the
date of grant. Part of the fair value determined at the grant date of the equity-settled share-based payments
is capitalised as part of exploration and evaluation assets as the transaction relates to the payment of goods
and services which qualify to be recognised as an asset. Fair value is measured by the use of a Black-Scholes
model.
The Company plan provides for a grant price equal to the average quoted market price of the ordinary shares
on the date of grant. The options vest immediately.

2010
Options
Outstanding at beginning of period
Granted during the period
Outstanding and exercisable at the end of the period
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–
3,000
3,000

————

2010
Weighted
average
exercise price
p
–
125
125

————

The options outstanding at 30 June 2010 had a weighted average exercise price of £125, and a weighted
average remaining contractual life of 6.79 years.
In April 2010, 3,000 options were granted with a fair value of £86,466. This fair value was calculated using
a Black-Scholes model.
The inputs into the Black Scholes model were as follows:
2010
Weighted average share price at date of grant (in pence)
Weighted average exercise price (in pence)
Expected volatility
Expected life
Risk free rate
Expected dividends

125
125
20.9%
7 years
0.5%
None

Expected volatility was determined by management based on their cumulative experience of the movement
in share prices over the period. The expected useful life used in the model has been adjusted based on
management’s best estimate, for the effects of non-transferability, exercise restrictions, and behavioural
considerations.
The Company capitalised expenses of £43,233 related to equity-settled share-based payments transactions
during the period. Costs of £43,233 were expensed during the period.
20.

COMMITMENTS

There is no capital expenditure authorised or contracted for which is not provided for in these accounts.
21.

CONTINGENT LIABILITIES

There are no contingent liabilities for the period ended 30 June 2010.
22.

POST BALANCE SHEET EVENTS

On 22 June 2010, the Persian Gold Plc agreed to acquire Hydrocarbon Exploration Plc for £4.56 million in
Persian Gold Plc shares at a price of 6.75p per share. The acquisition is subject to court approval, Persian
Gold shareholders approval for relisting the enlarged group, and financing. The transaction is expected to be
completed in April 2011. The acquisition will be achieved by way of a scheme of arrangement. Trading in
the shares of the company was suspended on AIM pending publication of an admission document. The
transaction is expected to be completed in April 2011 and the directors also intend to seek additional funding
through a share placing prior to re-admission.
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PART 7
FINANCIAL INFORMATION ON
ENDEAVOUR OIL AND GAS LIMITED
(A)

ACCOUNTANTS’ REPORT FOR THE THREE YEARS ENDED 31 MARCH 2010

The Board of Directors
on behalf of Persian Gold plc
162 Clontarf Road
Dublin 3
Ireland
Directors
Shore Capital & Corporate Limited
Bond Street House
14 Clifford Street
London
W1S 4JU
4 February 2011
Dear Sirs,
Endeavour Oil & Gas Limited
We report on the financial information of Endeavour Oil and Gas Limited (“Endeavour”) set out in Part 7(A)
of the AIM Admission Document dated 4 February 2011 of Persian Gold Plc (the “Company” and, together
with its subsidiaries, the “Group”). This financial information has been prepared for inclusion in the
Admission Document on the basis of the accounting policies set out in Note 1 to the financial information.
This report is required by paragraph (a) of Schedule Two to the AIM Rules and is given for the purpose of
complying with that requirement and for no other purpose.
Responsibilities
The Directors of the Company are responsible for preparing the financial information on the basis of
preparation set out in Note 1 to the financial information and in accordance with IFRSs as adopted by the
EU. It is our responsibility to form an opinion as to whether the financial information gives a true and fair
view, for the purposes of the Admission Document, and to report our opinion to you.
Save for any responsibility arising under the AIM Rules to any person as and to the extent there provided, to
the fullest extent permitted by law we do not assume any responsibility and will not accept any liability to
any other person for any loss suffered by any such other person as a result of, arising out of, or in accordance
with this report or our statement, required by and given solely for the purposes of complying with the
AIM Rules, consenting to its inclusion in the prospectus.
Basis of opinion
We conducted our work in accordance with the Standards for Investment Reporting issued by the Auditing
Practices Board in the United Kingdom. Our work included an assessment of evidence relevant to the amounts
and disclosures in the financial information. It also included an assessment of significant estimates and
judgments made by those responsible for the preparation of the financial information and whether the
accounting policies are appropriate to the entity’s circumstances, consistently applied and adequately disclosed.
We planned and performed our work so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial
information is free from material misstatement whether caused by fraud or other irregularity or error.
Our work has not been carried out in accordance with auditing or other standards and practices generally
accepted in jurisdictions outside the United Kingdom, including the United States of America, and accordingly
should not be relied upon as if it had been carried out in accordance with those standards and practices.
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Opinion
In our opinion, the financial information gives, for the purposes of the Admission Document, a true and fair
view of the state of affairs of Endeavour Oil and Gas Limited as at the dates stated and of its losses, cash
flows and changes in equity for the periods then ended in accordance with the basis of preparation set out in
Note 1 and in accordance with IFRSs as adopted by the EU.
Emphasis of Matter – Going Concern and Realisation of Assets
Without qualifying our opinion, we draw your attention to:
•

Note 3 to the financial information indicates that Persian Gold Plc (‘Persian’) has entered into an
implementation agreement whereby it has agreed to acquire all of the outstanding shares of
Hydrocarbon Exploration plc (“Hydrocarbon”), Endeavour’s parent. Persian plans to apply for
re-admission to AIM, and also plans to raise £1.75 million prior to re-admission. These funds are
dependent on successful fundraising and re-admission to AIM, and will be used to continue
development projects and to discharge liabilities of the enlarged group, as they fall due, for at least
two years. The transaction is expected to be completed in April 2011. In addition, notes 3, 15 and 23
to the financial information also indicate that the final outcome and terms of any potential resolution
of a legal dispute between the company’s subsidiary, Endeavour Oil & Gas Inc. and Hunt Oil
Company (“HOC”), remains uncertain following a recommendation by the jury in the case to award
a maximum of £2,360,000 to HOC. The case is subject to judgement by the end of February 2011,
and the directors expect that this judgement will be substantially lower than the amount recommended
by the jury. Following judgement, the company will take legal advice on what options are available,
post the judgement, to bring final resolution to the case. These conditions indicate the existence of a
material uncertainty which may cast significant doubt about Endeavour’s ability to continue as a going
concern. The directors have prepared the financial information of Endeavour on the basis that
Endeavour is a going concern. The financial information does not include the adjustments that would
result if Endeavour was unable to continue as a going concern.

•

Note 12 to the financial information indicates that the recoverability of amounts totalling £5,994,145
(2009: £13,964,780, 2008: £9,689,995) included in property, plant and equipment is dependent on the
future expected income generated from royalty income on two oil projects operated by a third party.
In assessing the recoverable amounts of oil and gas assets included in property, plant and equipment
the directors have made assumptions in relation to the value and quantities produced from which
royalties are earned, which by their nature are uncertain. The financial information does not include
any adjustments relating to these uncertainties, and the ultimate outcome cannot, at present, be
determined.

Declaration
For the purposes of paragraph (a) of Schedule Two of the AIM rules, we are responsible for this report as
part of the Admission Document and declare that we have taken all reasonable care to ensure that the
information contained in this report is, to the best of our knowledge, in accordance with the facts and
contains no omission likely to affect its import. This declaration is included in the Admission Document in
compliance with Schedule Two of the AIM Rules.
Yours faithfully

Deloitte & Touche
Chartered Accountants
Dublin
Deloitte & Touche is an Irish member firm of Deloitte Touche Tohmatsu Limited (“DTTL”), a UK private
company limited by guarantee, whose member firms are legally separate and independent entities. Please
see www.deloitte.com/ie/about for a detailed description of the legal structure of DTTL and its member firms.
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ENDEAVOUR OIL AND GAS LIMITED
CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDED 31 MARCH 2010
Notes
REVENUE
Cost of sales
GROSS PROFIT
Administrative expenses
OPERATING PROFIT
Finance income
Finance costs
Impairment of oil interests
Exchange (losses)/gains

5
6
12
4
9

(LOSS)/PROFIT BEFORE TAXATION
Income tax expense
(LOSS)/PROFIT FOR THE YEAR

2010
£
1,001,135
(431,608)
––––––––––
569,527
(132,174)
––––––––––
437,353
29
(116,550)
(7,742,598)
(138,089)
––––––––––
(7,559,855)
–
––––––––––
(7,559,855)

2009
£
1,841,137
(283,622)
––––––––––
1,557,515
(141,944)
––––––––––
1,415,571
16,201
(149,158)
–
845,821
––––––––––
2,128,435
–
––––––––––
2,128,435

2008
£
1,505,429
(162,476)
––––––––––
1,342,953
(65,953)
––––––––––
1,277,000
18,552
(219,228)
–
(31,249)
––––––––––
1,045,075
–
––––––––––
1,045,075

–––––––––– –––––––––– ––––––––––
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ENDEAVOUR OIL AND GAS LIMITED
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MARCH 2010
2010
£
(Loss)/Profit for the year after taxation
OTHER COMPREHENSIVE INCOME:
Currency translation adjustment
TOTAL COMPREHENSIVE INCOME:

2009
£

2008
£

(7,559,855)

2,128,435

1,045,075

(956,205)
––––––––––
(8,516,060)

2,839,741
––––––––––
4,968,176

(24,226)
––––––––––
1,020,849

–––––––––– –––––––––– ––––––––––
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ENDEAVOUR OIL AND GAS LIMITED
CONSOLIDATED BALANCE SHEET
AS AT 31 MARCH 2010
Notes

2010
£

2009
£

2008
£

ASSETS:
NON CURRENT ASSETS
Intangible assets
Property, plant & equipment

11
12

32,487
5,994,145
––––––––––
6,026,632
––––––––––

34,421
13,964,780
––––––––––
13,999,201
––––––––––

24,786
9,689,995
––––––––––
9,714,781
––––––––––

CURRENT ASSETS
Receivables
Cash and cash equivalents

13
14

206,245
255,042
––––––––––
461,287
––––––––––
6,487,919
––––––––––

756,900
886,876
––––––––––
1,643,776
––––––––––
15,642,977
––––––––––

395,310
1,000,988
––––––––––
1,396,298
––––––––––
11,111,079
––––––––––

TOTAL ASSETS
LIABILITIES:
CURRENT LIABILITIES
Trade and other payables
NON-CURRENT LIABILITIES
Provision
Inter-company loans

15

(2,685,029)

(2,488,931)

(2,247,725)

16

(659,223)
(1,558,333)
––––––––––
(4,902,585)
––––––––––
1,585,334

(658,920)
(2,393,732)
––––––––––
(5,541,583)
––––––––––
10,101,394

(417,545)
(3,312,591)
––––––––––
(5,977,861)
––––––––––
5,133,218

100
1,585,234
––––––––––
1,585,334

100
10,101,294
––––––––––
10,101,394

100
5,133,118
––––––––––
5,133,218

TOTAL LIABILITIES
NET ASSETS
EQUITY
Called-up share capital
Retained earnings

–––––––––– –––––––––– ––––––––––

17

TOTAL EQUITY

–––––––––– –––––––––– ––––––––––

The financial information of Endeavour Oil and Gas Limited was approved by the Board of Directors on
4 February 2011.
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ENDEAVOUR OIL AND GAS LIMITED
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2010
Called-up
Share
Reserve
£
At 1 April 2007
Comprehensive Income for the year

100
–
––––––––––
100
–
––––––––––
100
–
––––––––––
100

At 31 March 2008
Profit for the year
At 31 March 2009
Loss for the year
At 31 March 2010

Retained
Earnings
£
4,112,269
1,020,849
––––––––––
5,133,118
4,968,176
––––––––––
10,101,294
(8,516,060)
––––––––––
1,585,234

Total
£
4,112,369
1,020,849
––––––––––
5,133,218
4,968,176
––––––––––
10,101,394
(8,516,060)
––––––––––
1,585,334

–––––––––– –––––––––– ––––––––––

Retained Earnings
Retained earnings comprises profits and losses incurred in 2010 and prior years.
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ENDEAVOUR OIL AND GAS LIMITED
CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 MARCH 2010
Notes
CASH FLOW FROM OPERATING
ACTIVITIES
(Loss)/Profit for the financial year
Finance cost
Finance Revenue
Depreciation of property, plant & equipment
Increase/(decrease) in provisions
Impairment of Fixed Assets
Exchange (gains)/losses

12

MOVEMENTS IN WORKING CAPITAL
(Decrease)/Increase in trade and other payables
Decrease/(Increase) in trade and other receivables
CASH USED BY OPERATIONS
Finance Costs
Finance Income
NET CASH USED IN OPERATING
ACTIVITIES
CASH FLOWS FROM INVESTING
ACTIVITIES
Purchase of property, plant & equipment
NET CASH USED IN INVESTING
ACTIVITIES
NET (DECREASE)/INCREASE IN CASH
AND CASH EQUIVALENTS
Cash and cash equivalents at beginning
of the financial year
Effect of foreign exchange rate changes
CASH AND CASH EQUIVALENTS AT
END OF THE FINANCIAL YEAR

2010
£

125

2008
£

(7,559,855)
116,550
(29)
120,452
303
7,742,598
209,924
––––––––––
629,943

2,128,435
149,158
(16,201)
83,800
241,375
–
(1,555,858)
––––––––––
1,030,709

1,045,075
219,228
(18,552)
75,468
(734,078)
–
(519,087)
––––––––––
68,054

(639,301)
550,655
––––––––––
541,297

(677,859)
(361,590)
––––––––––
(8,740)

1,768,351
(79,344)
––––––––––
1,757,061

(116,550)
29
––––––––––

(149,158)
16,201
––––––––––

(219,228)
18,552
––––––––––

424,776
––––––––––

(141,697)
––––––––––

1,556,385
––––––––––

(1,007,145)
––––––––––

(358,424)
––––––––––

(3,331,821)
––––––––––

(1,007,145)
––––––––––

(358,424)
––––––––––

(3,331,821)
––––––––––

(582,369)

(500,121)

(1,775,436)

886,876
(49,465)
––––––––––
14

2009
£

255,042

1,000,988
386,009
––––––––––
886,876

2,800,324
(23,900)
––––––––––
1,000,988

–––––––––– –––––––––– ––––––––––

ENDEAVOUR OIL AND GAS LIMITED
NOTES TO THE FINANCIAL INFORMATION
FOR THE YEAR ENDED 31 MARCH 2010
1.

PRINCIPAL ACCOUNTING POLICIES

The significant accounting policies adopted by Endeavour Oil and Gas Ltd (the “Company” and together
with its subsidiaries the “Group”) are as follows:
(i)

Basis of preparation
The financial information has been prepared on a historical cost basis except for the revaluation of
certain financial instruments which are held at fair value. The consolidated financial information is
presented in pounds sterling.

(ii)

Statement of compliance
The financial information of Endeavour Oil & Gas Ltd and all its subsidiaries (the “Group”) have been
prepared in accordance with International Financial Reporting Standards (IFRSs). The financial
information has also been prepared in accordance with IFRSs as adopted by the European Union.

(iii)

Basis of consolidation
The consolidated financial information incorporates the financial information of the Company and
entities controlled by the Company (its subsidiaries) made up to 31 December each year. Control is
achieved where the Company has the power to govern the financial and operating policies of an
investee entity so as to obtain benefits from its activities.
The assets, liabilities and contingent liabilities of a subsidiary are measured at their fair value 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 and any deficiency is credited to the statement of
comprehensive income in the period of acquisition.
Where necessary, adjustments have been made to the financial information of subsidiaries to bring the
accounting policies used into line with those used by the Group.
The results of subsidiaries acquired or disposed of during the year are included in the consolidated
statement of comprehensive income from the effective date of acquisition or up to the effective date
of disposal.
All intra-group transactions’ balances, income and expenses are eliminated on consolidation.

(iv)

Revenue recognition
Revenue from the sale of goods is recognised when the significant risks and rewards of ownership
have been transferred, which is considered to occur when title passes to the customer. This generally
occurs when product is physically delivered to refineries onshore. Revenue is measured at the fair
value of the consideration received or receivable. Revenue is stated after deducting sales taxes, excise
duties and similar levies.
Revenue for the production of oil in which the Group has an interest with other producers is
recognised based on the Group’s working interest and the terms of the relevant production sharing
interest. Differences between production sold and the Group’s share of production are not significant.
Under take or pay contracts, the Group makes a long term supply commitment in return for a
commitment from the buyer to pay for minimum quantities whether or not it takes deliveries. These
commitments contain certain protective (force majeure) and adjustment provisions. If a buyer has a
right to get a ‘make up’ delivery at a later date, revenue recognition is deferred. If no such option
exists revenue is recognised when the take or pay penalty is triggered.
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Revenue earned and related costs incurred during the period of exploration, before it is technically
feasible and commercially viable, is included within exploration and evaluation assets.Interest income
is accrued on a timely basis by reference to the principal amount and the effective interest rate
applicable.
(v)

Intangible assets
Exploration and evaluation assets
Exploration expenditure relates to the initial search for mineral deposits with economic potential in
USA. Evaluation expenditure arises from a detailed assessment of deposits that have been identified
as having economic potential.
The costs of exploration properties and leases, which include the cost of acquiring prospective
properties and exploration rights and costs incurred in exploration and evaluation activities, are
capitalised as intangible assets as part of exploration and evaluation assets.
Exploration costs are capitalised as an intangible asset until technical feasibility and commercial
viability of extraction of reserves are demonstrable, when the capitalised exploration costs are
re-classed to property, plant and equipment. Exploration costs include an allocation of administration
and salary costs (including share based payments) as determined by management.
Prior to reclassification to property, plant and equipment exploration and evaluation assets are
assessed for impairment and any impairment loss is recognised immediately in the statement of
comprehensive income.
Impairment of intangible assets
Exploration and evaluation assets are assessed for impairment when facts and circumstances suggest
that the carrying amount may exceed its recoverable amount. The company reviews and tests for
impairment on an ongoing basis and specifically if the following occurs:

(vi)

(a)

the period for which the group has a right to explore in the specific area has expired or is
expected to expire;

(b)

the exploration and evaluation has not led to the discovery of economic reserves;

(c)

the development of the reserves is not economically or commercially viable;

(d)

the exploration is located in an area that has become politically unstable.

Property, plant and equipment
Oil and gas interests and other property, plant and equipment is stated at cost, less accumulated
depreciation and accumulated impairment losses.
The initial cost of an asset comprises its purchase price or construction cost, any costs directly
attributable to bringing the asset into operation, the initial estimate of the decommissioning
obligation, and for qualifying assets, borrowing costs. The purchase price or construction cost is the
aggregate amount paid and the fair value of any other consideration given to acquire the asset. The
capitalised value of a finance lease is also included within property, plant and equipment.
Depreciation
Oil and gas properties are depreciated on a unit-of-production basis over the estimated commercial
reserves of the field concerned. Rights and concessions are depleted on the unit-of-production basis
over the total estimated commercial reserves of the relevant area. The unit-of-production rate for the
amortisation of field development costs takes into account the expenditures incurred to date, together
with sanctioned future development expenditure.
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Other property, plant and equipment are depreciated on a straight line basis over their estimated useful
lives.
Impairment
At the end of each reporting period, the Group reviews the carrying amounts of its tangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. The
recoverable amount of the asset is estimated in order to determine the extent of the impairment loss
(if any). Where it is not possible to estimate the recoverable amount of an individual asset, the Group
estimates the recoverable amount of the cash-generating unit to which the asset belongs. Where a
reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to
individual cash-generating units, or otherwise they are allocated to the smallest group of
cash-generating units for which a reasonable and consistent allocation basis can be identified.
(vii) Foreign currencies
The presentation currency of the Group Financial Information is pound sterling and the functional
currency and presentation currency of the parent company is pound sterling.
The individual financial information of each Group company is maintained in the currency of the
primary economic environment in which it operates (its functional currency). For the purpose of the
consolidated financial information, the results and financial position of each Group company are
expressed in pounds sterling.
In preparing the financial information of the individual companies, transactions in currencies other
than the entity’s functional currency (foreign currencies) are recorded at the rates of exchange
prevailing on the dates of the transactions. At each balance sheet date, monetary assets and liabilities
that are denominated in foreign currencies are retranslated at the rates prevailing on the balance sheet
date. Non-monetary items carried at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing at the date when the fair value was re-determined. Non-monetary
items that are measured in terms of historical cost in a foreign currency are not retranslated.
Exchange differences arising on the settlement of monetary items, and on the retranslation of
monetary items, are included in the statement of comprehensive income for the period. Exchange
differences arising on the retranslation of non-monetary items carried at fair value are included in the
statement of comprehensive income for the period except for differences arising on the retranslation
of non-monetary items in respect of which gains and losses are recognised directly in equity.
For the purpose of presenting consolidated financial information, the assets and liabilities of the
Group’s foreign operations are translated at exchange rates prevailing on the balance sheet date.
Income and expense items are translated at the average exchange rates for the period, unless exchange
rates fluctuate significantly during that period, in which case the exchange rates at the date of
transactions are used.
Fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities
of the foreign entity and translated at the closing rate.
(viii) Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.
Current tax is based on taxable profit for the year. Taxable profit differs from net profit as reported in
the statement of comprehensive income because it excludes items of income or expense that are
taxable or deductible in other years and it further excludes items that are never taxable or deductible.
The Group’s liability for current tax is calculated using tax rates that have been enacted or
substantively enacted by the balance sheet date.
Deferred tax is the tax expected to be payable or recoverable on differences between the carrying
amounts of assets and liabilities in the financial information and the corresponding tax bases used in
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the computation of taxable profit, and is accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax
assets are recognised for all deductible temporary differences, carry forward of unused tax assets and
unused tax losses to the extent that it is probable that taxable profits will be available against which
deductible temporary differences and the carry forward of unused tax credits and unused tax losses
can be utilised. Such assets and liabilities are not recognised if the temporary difference arises from
the initial recognition of goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that affects neither the taxable profit nor
the accounting profit.
Deferred tax liabilities are recognised for taxable temporary differences arising on investments in
subsidiaries, except where the Group is able to control the reversal of the temporary difference and it
is probable that the temporary difference will not reverse in the foreseeable future.
Deferred tax assets are recognised for deductible temporary differences arising on investments in
subsidiaries, only to the extent that it is probable that the temporary difference will reverse in the
foreseeable future and taxable profit will be available against which the temporary difference can be
utilised.
The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part
of the asset to be recovered.
Unrecognised deferred tax assets are reassessed at each balance sheet date and are recognised to the
extent that it has become probable that future taxable profits will allow the deferred tax asset to be
recovered.
Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is
settled or the asset is realised, based on tax rates (and tax laws) that have been enacted or substantively
enacted at the balance sheet date. Deferred tax is charged or credited in the statement of
comprehensive income, except when it relates to items charged or credited directly to equity, in which
case the deferred tax is also dealt with in equity.
Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current
tax assets against current tax liabilities and when they relate to income taxes levied by the same
taxation authority and the Group intends to settle its current tax assets and liabilities on a net basis.
(ix)

Investment in Subsidiaries
Investments in subsidiaries are stated at cost less any provision for impairment.

(x)

Provisions
Decommissioning liability is recognised when the Group has a present legal or constructive obligation
as a result of past events, and it is probable that the outflow of resources will be required to settle the
obligation, and a reliable estimate of the amount of the obligation can be made. A corresponding
amount equal 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
present value. 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.
The company recognises neither the deferred tax asset regarding the temporary difference on the
decommissioning liability nor the corresponding deferred tax liability regarding the temporary
difference on a decommissioning asset.
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(xi)

Financial Instruments
Financial instruments are recognised in the Group’s balance sheet when the Group becomes a party
to the contractual provisions of the instrument.
Cash and cash equivalents
Cash and cash equivalents comprise cash held by the Group and short-term bank deposits with an
original maturity of three months or less.
Financial liabilities
Financial liabilities are classified according to the substance of the contractual arrangements entered
into, mainly accruals.
Trade receivables
Trade receivables are measured at initial recognition at fair value, and are subsequently measured at
amortised cost using the effective interest rate method. Appropriate allowances for estimated
irrecoverable amounts are recognised in the Income Statement when there is objective evidence that
the asset is impaired.
Trade Payables
Trade payables classified as financial liabilities are initially measured at fair value and are
subsequently measured at amortised cost using the effective interest rate method.
In the process of applying the Group’s accounting policies above, management has made the
following judgements that have the most significant effect on the amounts recognised in the financial
information (apart from those involving estimations, which are dealt with below).
Exploration and evaluation
The assessment of whether general administration costs and salary costs are capitalised or expensed
involves judgement. Management considers the nature of each cost incurred and whether it is deemed
appropriate to capitalise it within intangible assets. Costs which can be demonstrated as project
related are included within exploration and evaluation assets. Exploration and evaluation assets relate
to prospecting, exploration and related expenditure in USA. The Group’s exploration activities are
subject to a number of significant and potential risks including:
•

price fluctuations;

•

foreign exchange risks;

•

uncertainties over development and operational risks;

•

operations and environmental risks;

•

political and legal risks, including arrangements with governments for licenses, profit sharing
and taxation;

•

foreign investment risks including increases in taxes, royalties and renegotiation of contracts;

•

liquidity risks; and

•

funding risks.

The recoverability of these intangible assets is dependent on the discovery and successful
development of economic reserves, including the ability to raise finance to develop future projects.
Should this prove unsuccessful, the value included in the balance sheet would be written off to the
statement of comprehensive income.
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(xii) Critical accounting judgements and key sources of estimation uncertainty
Critical judgements in applying the Group’s accounting policies
Impairment of intangible assets
The assessment of intangible assets for any indications of impairment involves judgement. If an
indication of impairment exists, a formal estimate of recoverable amount is performed and an
impairment loss recognised to the extent that carrying amount exceeds recoverable amount.
Recoverable amount is determined as the higher of fair value less costs to sell and value in use.
The assessment requires judgement as to the likely future commerciality of the asset and when such
commerciality should be determined; future revenues, capital and operating costs and the discount
rate to be applied to such revenues and costs.
Going concern
The preparation of financial information requires an assessment on the validity of the going concern
assumption. The validity of the going concern concept is dependent on finance being available for the
continuing working capital requirements of the group and finance for the development of the group’s
projects becoming available. Based on the assumptions that such finance will become available, the
directors believe that the going concern basis is appropriate for these accounts. Should the going
concern basis not be appropriate, adjustments would have to be made to reduce the value of the
group’s assets, in particular the intangible assets, to their realisable values. Further information
concerning going concern is outlined in Note 3.
Key sources of estimation uncertainty
The preparation of financial information requires management to make estimates and assumptions
that affect the amounts reported for assets and liabilities as at the balance sheet date and the amounts
reported for revenues and expenses during the year. The nature of estimation means that actual
outcomes could differ from those estimates. The key sources of estimation uncertainty that have a
significant risk of causing material adjustment to the carrying amounts of assets and liabilities within
the next financial year are discussed below.
2.

STANDARDS AND INTERPRETATIONS IN ISSUE BUT NOT YET ADOPTED

The Group did not adopt any new International Financial Reporting Standards (IFRS) or Interpretations in
the year that had a material impact on the Group’s Financial Information.
The Group has adopted IFRS 8 Operating Segments with effect from 1 April 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 operating decision maker in order to allocate resources to the segments and to assess
their performance. As a result of this adoption there is no change in the identification of the Group’s
reportable segments (Note 10).
The following IFRS had also become effective since the last Annual Report but had no material impact on
the Financial Information:
IAS 1 (Amendment) Presentation of Financial Statements (effective for accounting periods beginning on or
after 1 January 2009);
IAS 16 (Amendment) Property, Plant and Equipment (effective for accounting periods beginning on or after
1 January 2009);
IAS 19 (Amendment) Employee Benefits (effective for accounting periods beginning on or after 1 January
2009);
IAS 20 (Amendment) Accounting for Government Grants and disclosure of Government assistance
(effective for accounting periods beginning on or after 1 January 2009);
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IAS 23 (Amendment) Borrowing Costs (effective for accounting periods beginning on or after 1 January
2009);
IAS 27 (Amendment) Consolidated and Separate Financial Statements (effective for accounting periods
beginning on or after 1 January 2009);
IAS 28 (Amendment) Investments in Associates (effective for accounting periods beginning on or after
1 January 2009);
IAS 29 (Amendment) Financial Reporting in Hyperinflation Economies (effective for accounting periods
beginning on or after 1 January 2009);
IAS 31 (Amendment) Interest in Joint Ventures (effective for accounting periods beginning on or after
1 January 2009);
IAS 32 (Amendment) Financial Instruments: Presentation (effective for accounting periods beginning on or
after 1 January 2009);
IAS 36 (Amendment) Impairment of Assets (effective for accounting periods beginning on or after 1 January
2009);
IAS 38 (Amendment) Intangible Assets (effective for accounting periods beginning on or after 1 January
2009);
IAS 40 (Amendment) Investment in Property (effective for accounting periods beginning on or after
1 January 2009);
IAS 41 (Amendment) Agriculture (effective for accounting periods beginning on or after 1 January 2009);
IFRS 2 (Amendment) Share Based Payment (effective for accounting periods beginning on or after 1 January
2009);
IFRS 7 (Amendment) Financial Instruments: Disclosures (effective for accounting periods beginning on or
after 1 January 2009);
IFRIC 13 Customer Loyalty Programmes (effective for accounting periods beginning on or after 1 July
2008);
IFRIC 15 Agreements for the Construction of Real Estate (effective for accounting periods beginning on or
after 1 January 2009); and
IFRIC 16 Hedges of a Net Investment in a Foreign Operation (effective for accounting periods beginning on
or after 1 October 2008).
At the date of authorisation of the financial information, the following Standards and Interpretations
which have not been applied in the financial information were in issue but not yet effective:
IFRS 1 (Amendment) First-time Adoption of International Financial Reporting Standards (effective for
accounting periods beginning on or after 1 January 2010);
IFRS 1 (Revised) First-time Adoption of International Financial Reporting Standards (effective for
accounting periods beginning on or after 1 July 2009);
IFRS 2 (Amendment) Share Based Payments (effective for accounting periods beginning on or after 1 July
2009 and 1 January 2010);
IFRS 3 (Revised) Business Combinations (effective for accounting periods beginning on or after 1 July
2009);
IFRS 5 (Amendment) Non-Current Assets Held for Sale and Discontinued Operations (effective for
accounting periods beginning on or after 1 July 2009 and 1 January 2010);
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IFRS 8 (Amendment) Operating Segments (effective for accounting periods beginning on or after 1 January
2010);
IFRS 9 Financial Instruments; Classification and Measurement (effective for accounting periods beginning
on or after 1 January 2013);
IAS 1 (Amendment) Presentation of Financial Statements (effective for accounting periods beginning on or
after 1 January 2010);
IAS 7 (Amendment) Statement of Cash Flows (effective for accounting periods beginning on or after
1 January 2010);
IAS 17 (Amendment) Leases (effective for accounting periods beginning on or after 1 January 2010);
IAS 24 (Revised) Related Party Disclosures (effective for accounting periods beginning on or after 1 January
2011);
IAS 27 (Revised) Consolidated and Separate Financial Statements (effective for accounting periods
beginning on or after 1 July 2009);
IAS 28 (Amendment) Investments in Associates (effective for accounting periods beginning on or after
1 July 2009);
IAS 31 (Amendment) Interests in Joint Ventures (effective for accounting periods beginning on or after
1 July 2009);
IAS 32 (Amendment) Financial Instruments: Presentation (effective for accounting periods beginning on or
after 1 February 2010);
IAS 36 (Amendment) Impairment of Assets (effective for accounting periods beginning on or after 1 January
2010);
IAS 38 (Amendment) Intangible Assets (effective for accounting periods beginning on or after 1 July 2009);
IAS 39 (Amendment) Financial Instruments: Recognition and Measurement (effective for accounting
periods beginning on or after 1 July 2009 and 1 January 2010);
IFRIC 14 (Amendment) Prepayments of a Minimum Funding Requirement (effective for accounting periods
beginning on or after 1 January 2011);
IFRIC 17 Distributions of Non-cash Assets to Owners (effective for accounting periods beginning on or after
1 July 2009);
IFRIC 18 Transfers of Assets from Customers (effective for accounting periods beginning on or after 1 July
2009); and
IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments (effective for accounting periods
beginning on or after 1 July 2010).
Improvements to IFRSs 2009 (effective for accounting periods beginning on or after 1 January 2010).
Improvements to IFRSs 2010 (effective for accounting periods on or after 1 January 2011).
The directors are currently assessing the impact in relation to the adoption of these Standards and
Interpretations for future periods of the Group, however, at this point they do not believe they will have a
significant impact on the financial statements of the Group in future periods.
3.

GOING CONCERN

The group incurred a loss for the year ended 31 March 2010 of £7,559,855 and had net current liabilities of
£2,223,742 at 31 March 2010. Included in the loss for the year was an impairment charge of £7,742,598.
Although declining each year the company retained a net cash inflow of £255,042, £886,876 and £1,000,988
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at 31 March 2010, 31 March 2009 and 31 March 2008 respectively. Included in net current liabilities at 31
March 2010 is an amount of £2,268,347 (see Note 15) claimed by Hunt Oil Company (“HOC”), the operator
of High Island 30, including legal costs associated with this dispute. As explained in Note 23, on 31 January
2011 the Jury in the trial found in favour of HOC’s claim and recommended an award to HOC of $3,800,000
(£2,360,000) including HOC legal costs. The Jury also found in favour of the company’s subsidiary
Endeavour Oil & Gas Inc., on aspects of their counter claim, however no monetary award was recommended
by the Jury. Following the Jury’s recommendation, both sides can now make representations to the judge on
the case prior to his final judgement which is expected by the end of February 2011. The company expect
that the final net monetary award will be significantly less than the maximum award recommended by the
Jury, when aspects of the case which were found in favour of the company's subsidiary, are taken into
account by the Judge. Following judgement, the company will take legal advice on what options are available
to them post the judgement, to bring final resolution to the case. Until this matter is resolved, it remains a
material uncertainty which could impact on the company’s ability to continue as a going concern. However
the directors are confident that the matter will ultimately be resolved on terms acceptable to all parties,
without additional cost to the company above the existing provision.
Persian Gold Plc (‘Persian’) has entered into an implementation agreement whereby it has agreed to acquire
all of the outstanding shares of Hydrocarbon Exploration plc, the company’s parent. The Acquisition will be
achieved by way of a scheme of arrangement whereby Persian will distribute 2,800 new Persian shares for
every one Hydrocarbon share. At the current Persian share price of 6.75p, this values Hydrocarbon at
approximately £4.8 million. Trading in Persian shares was suspended on AIM pending publication of
re-admission document. Persian plans to apply for re admission to AIM, and also plans to raise
£1.75 million prior to re-admission. These funds will be used to continue development projects and to
discharge liabilities as they fall due, of the enlarged group, for at least two years. The transaction is expected
to be completed in April 2011.
On that basis the directors are of the opinion that the company will have sufficient funds in place to continue
operations for the foreseeable future and the directors are satisfied that it is appropriate to continue to prepare
the financial information of the group on the going concern basis. The financial information does not include
any adjustment to the carrying amount, or classification of assets and liabilities that would result, if the
company was unable to continue as a going concern.
4.

(LOSS)/PROFIT BEFORE TAXATION

The (loss)/profit before taxation is stated after
charging/(crediting):
Auditor’s remuneration
Directors’ remuneration
Depreciation – owned assets
The analysis of auditor’s remuneration
is as follows:
Fees payable to the group’s auditors for
the audit of the Group’s annual accounts
Details of directors’ remuneration are
disclosed in Note 7.
Administrative expenses comprise:
Professional Fees
Management Fees
Wages, salaries
Insurance
Other administrative expenses

2010
£

2009
£

2008
£

12,915
–
120,452
––––––––

27,322
–
83,800
––––––––

21,015
–
75,468
––––––––

12,915

27,322

21,015

–

–

–

12,915
41,691
999
71,805
4,764
––––––––
132,174

36,784
39,779
3,523
60,408
1,450
––––––––
141,944

35,853
21,455
–
7,169
1,476
––––––––
65,953

––––––––
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5.

FINANCE INCOME

Interest earned

6.

2010
£

2009
£

2008
£

––––––––

29

––––––––

16,201

––––––––

2010
£

2009
£

2008
£

84,749
31,801
––––––––
116,550

112,026
37,132
––––––––
149,158

166,346
52,882
––––––––
219,228

FINANCE COSTS

Loan interest and charges
Unwinding of discounts on provisions

––––––––

7.

18,552

––––––––

––––––––

RELATED PARTY AND OTHER TRANSACTIONS

Group and Company
•

Key Management Compensation and Director’s Remuneration
There was no Key Management Compensation or director’s remuneration paid during the year or in
prior years. Key Management is deemed to be the Board of Directors. Directors are remunerated by
the group’s parent company.

•

Other
At 31 March the following amount was due by the group to its parent company:

Amount owing to Hydrocarbon Exploration Plc
Amount owing to Pan Andean Resources Plc

2010
£

2009
£

2008
£

1,558,333
–
––––––––
1,558,333

–
2,393,732
––––––––
2,393,732

–
3,312,591
––––––––
3,312,591

––––––––

8.

––––––––

––––––––

2010
£

2009
£

2008
£

–
–
––––––––
–
––––––––

–
–
––––––––
–
––––––––

–
–
––––––––
–
––––––––

(7,559,855)
–––––––––
(2,267,957)

2,128,435
–––––––––
638,531

1,045,075
–––––––––
313,523

2,267,957
–––––––––
–

(638,531)
–––––––––
–

(313,523)
–––––––––
–

EMPLOYEE INFORMATION

There were no employees of the group during the periods presented.
9.

INCOME TAX EXPENSE

Current tax:
Deferred tax
Tax on loss

Factors affecting the tax expense:
(Loss)/Profit on ordinary activities before tax
UK tax calculated at 30 per cent.
Effects of:
Tax losses carried forward
Tax charge

––––––––– ––––––––– –––––––––

No charge to corporation tax arises in the periods presented due to losses brought forward.

135

10.

SEGMENTAL ANALYSIS

The group has one class of business: mining exploration and development. The group operates in one key
geographical area which is USA; however the group is managed from the head office in Ireland.
The analysis of turnover, the loss before taxation, assets, liabilities, depreciation and additions to non-current
assets by geographical segment is shown below.
10A Segment Revenue and Segment Result
2010
£
Continuing
operations in USA
Total continuing
operations
Unallocated
head office

Segment Revenue
2009
2008
£
£

2010
£

Segment Result
2009
£

2008
£

1,001,135 1,841,137 1,505,429 (7427,710) 2,254,178 1,092,476
––––––––– ––––––––– ––––––––– ––––––––– ––––––––– –––––––––
1,001,135

1,841,137

1,505,429

(7,427,710)

2,254,178

1,092,476

–
–
–
(132,145) (125,743)
(47,401)
––––––––– ––––––––– ––––––––– ––––––––– ––––––––– –––––––––
1,001,135 1,841,137 1,505,429 (7,559,855) 2,128,435 1,045,075

––––––––– ––––––––– ––––––––– ––––––––– ––––––––– –––––––––
10B

Segment assets and liabilities
2009
£
USA
Total continuing
operations
Unallocated
head office

Assets
2008
£

2007
£

2009
£

Liabilities
2008
£

2007
£

6,487,919 15,636,378 11,111,079 (3,344,252) (3,141,252) (2,665,270)
––––––––– ––––––––– ––––––––– ––––––––– ––––––––– –––––––––
6,487,919 15,636,378 11,111,079

(3,344,252) (3,141,252) (2,665,270)

–
–
– (1,558,333) (2,393,732) (3,312,591)
––––––––– ––––––––– ––––––––– ––––––––– ––––––––– –––––––––
6,487919 15,636,378 11,111,079 (4,902,585) (5,534,984) (5,977,861)

––––––––– ––––––––– ––––––––– ––––––––– ––––––––– –––––––––
10C

Other segmental information
Additions to non-current assets

USA
Total continuing operations
Unallocated head office

2009
£

2008
£

2007
£

6,026,632
–––––––––
6,026,632
–
–––––––––
6,026,632

13,992,602
–––––––––
13,992,602
–
–––––––––
13,992,602

9,714,781
–––––––––
9,714,781
–
–––––––––
9,714,781

2010
£

2009
£

2008
£

––––––––– ––––––––– –––––––––
11.

INTANGIBLE ASSETS

Exploration and evaluation assets:

Cost
Opening Balance
Exchange Movements

34,421
(1,934)
–––––––––
32,487

Closing Balance

24,787
9,634
–––––––––
34,421

25,000
(214)
–––––––––
24,786

––––––––– ––––––––– –––––––––
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Exploration and evaluation assets relates to expenditure incurred in prospecting and exploration for oil and
gas in the USA. The Directors are aware that by its nature there is an inherent uncertainty in exploration and
evaluation and therefore inherent uncertainty in relation to the carrying value of capitalised exploration and
evaluation of assets. There were no facts or circumstances indicating that the carrying amount of intangible
assets may exceed their recoverable amount, and thus no impairment review was deemed necessary by the
Directors.
The realisation of these intangible assets is dependent on the successful discovery and development of
economic oil and gas reserves and is subject to a number of significant potential risks including:
•

Price fluctuations;

•

Uncertainties over development and operational costs;

•

Political and legal risks, including arrangements with governments for licences, profit sharing and
taxation; and

•

Funding requirements

12.

TANGIBLE FIXED ASSETS

Property, Plant & Equipment:
2010
£
Cost
Opening Balance
Exchange Movements
Additions
Impairment
Decommissioning provision discharged

2009
£

2008
£

16,713,276
(1,361,605)
1,007,145
(8,685,261)
–
–––––––––
7,673,553
–––––––––

11,789,541
4,565,309
358,424
–
–
–––––––––
16,713,274
–––––––––

8,482,971
(803,405)
3,331,821
–
778,154
–––––––––
11,789,541
–––––––––

2,748,494
(246,875)
120,452
(942,663)
–
–––––––––
1,679,408
–––––––––

2,099,546
565,148
83,800
–
–
–––––––––
2,748,494
–––––––––

1,828,337
(13,918)
75,468
–
209,659
–––––––––
2,099,546
–––––––––

Net book value
Opening Net Book Value

13,964,782

9,689,995

6,654,634

Closing Net Book Value

5,994,145

13,964,780

9,689,995

Closing Balance
Depreciation
Opening Balance
Exchange Movements
Charge for year
Impairment
Decommissioning provision discharged
Closing Balance

––––––––– ––––––––– –––––––––
––––––––– ––––––––– –––––––––

The Directors of Endeavour Oil and Gas Limited assessed the carrying value of all projects included within
property, plant and equipment. The directors determined that there was no certainty around future income
being generated from Danbury Dome, North Bob West and Eugene Island projects and therefore these assets
have been fully impaired but will continue to be carried for their future potential exploration value.
Assessment of the royalty of the two producing assets was carried out by the directors. In preparing their
assessment, they have considered the quantities and timing of the royalties. The directors have assumed that
there are significant oil reserves in the underlying asset valued at prices which are expected to increase above
current recessionary levels. The revenue represents royalty income on 2–3 years output at peak levels but
actual timing of production is expected over a longer period, potentially up to 10 years, in order to minimize
the negative economic impact of currently weak oil prices. A risk adjusted discount rate of 10 per cent. has
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been used in determining the current asset valuation. In addition, an oil production platform included in fixed
assets is included at its expected net realisable value.
Oil revenue, production levels and prices are by their nature uncertain. In the event that any further
information becomes available which demonstrates that any of the assumptions used in valuing the oil and
gas assets are inappropriate, any additional impairment would be recognised immediately in the Income
Statement.
13.

RECEIVABLES

Other receivables

2010
£

2009
£

2008
£

206,245

––––––––

756,900

––––––––

2010
£

2009
£

2008
£

255,042

886,876

––––––––

1,000,988

2010
£

2009
£

2008
£

2,669,126
15,903
–––––––––
2,685,029

2,461,615
27,316
–––––––––
2,488,931

2,228,419
19,306
–––––––––
2,247,725

––––––––

395,310

The carrying value of the other receivables approximates to their fair value.
14.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents

––––––––

––––––––

Cash at bank earns interest at floating rates based on daily bank deposit rates.
15.

TRADE AND OTHER PAYABLES

Trade payables
Accruals

––––––––– ––––––––– –––––––––

It is the company’s normal practice to agree terms of transactions, including payment terms, with suppliers
and provided suppliers perform in accordance with the agreed terms, payment is made accordingly. In the
absence of agreed terms it is the company’s policy that payment is made between 30–40 days.
The carrying value of trade and other payables approximates to their fair value.
Included in trade payables is an amount of £2,268,347 claimed by Hunt Oil Company (‘HOC’), the operator
of High Island 30, including legal costs associated with this dispute. HOC, as operator, filed the litigation in
February 2009; seeking payment of allegedly unpaid joint interest billings arising out of operations on the
High island 30L Platform. The company’s subsidiary Endeavour Oil and Gas Inc. have filed a counter claim
of £3.2 million against HOC. However they have accrued all amounts invoiced by HOC. Further information
in relation to the claim is set out in Notes 3 and 23.
16.

PROVISION
2010
£

At 1 April
Unwinding of discount
Discharged
Exchange adjustment

658,920
31,801
–
(31,498)
–––––––––
659,223

2009
£
417,545
37,132
–
204,243
–––––––––
658,920

2008
£
1,151,624
52,882
(778,154)
(8,807)
–––––––––
417,545

––––––––– ––––––––– –––––––––
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The group makes full provision for the future cost of decommissioning production sites and related
production facilities on a discounted basis on the development of mines or installation of those facilities.
The decommissioning provision represents the present value of decommissioning costs relating to mine sites.
At present, it is not possible to determine when decommissioning costs are likely to be incurred. These
provisions have been made based on the group’s internal estimates. Assumptions based on the current
economic environment, have been made with management believing it to be a reasonable basis on which to
estimate the future liability. These estimates are reviewed regularly to take account of any material changes
to the assumptions. However, the actual decommissioning costs will ultimately depend on market conditions
at the relevant time.
During the year ended 31 March 2008 the group discharged £778,154 in respect of its decommissioning
provision relating to High Island 52. This resulted in a decrease in the related abandonment asset within
property, plant and equipment.
17.

CALLED-UP SHARE CAPITAL

Authorised:
5,000 Ordinary shares of £1 each
Allotted, called-up and fully paid:
Ordinary shares of £1 each:
Opening balance 100 shares
Issued during the year
Closing balance 100 shares
18.

2010
£

2009
£

2008
£

5,000
–––––––––

5,000
–––––––––

5,000
–––––––––

100
–
–––––––––
100

100
–
–––––––––
100

100
–
–––––––––
100

––––––––– ––––––––– –––––––––

MATERIAL NON-CASH TRANSACTIONS

There were no material non-cash transactions during the years ended 31 March 2010, 31 March 2009 and
31 March 2008.
19.

RISK MANAGEMENT

The group’s financial instruments comprise cash and cash equivalent balances, and various items such as
trade receivables and trade payables which arise directly from trading operations. The group undertakes
certain transactions denominated in foreign currencies. Hence, exposures to exchange rate fluctuations arise.
The group holds cash as a liquid resource to fund obligations of the group. The group’s cash balances are
held in US dollar and sterling. The group’s strategy for managing cash is to maximise interest income whilst
ensuring its availability to match the profile of the group’s expenditure. This is achieved by regular
monitoring of interest rates and monthly review of expenditure.
The group has a policy of not hedging due to no significant dealings in currencies other than the reporting
currency and US dollar denominated transactions and therefore takes market rates in respect of foreign
exchange risk; however, it does review its currency exposure on an ad hoc basis. The group does not enter
into any derivative transactions, and it is the group’s policy that no trading in derivatives shall be undertaken.
The main financial risks arising from the group’s financial instruments are as follow:
Interest rate risk
The group has in the past used short term bank borrowings to finance operations. The group has no
outstanding bank borrowings at the year end or prior year end. New projects and acquisitions are financed
by a combination of existing cash surpluses and through funds raised from equity share issues. The group
may use project finance in the future to finance exploration and development costs on existing licences. The
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weighted average cost of capital associated with bank borrowings is 2010: Nil per cent. 2009: Nil per cent.,
2008: Nil per cent.
Liquidity risk
As regards liquidity, the group’s exposure is confined to meeting obligations under short term trade payable
agreements and other amounts due to operating partners. This exposure is considered significant. The
directors are confident, based on anticipated future income forecasts and capital expenditure budgets that
adequate cash resources exist to finance operations for the future including exploration and development.
Controls over expenditure are carefully managed. Long term liabilities, such as decommissioning costs will
be met from funds deposited in designated bank accounts.
Foreign currency risk
Although the group is based in the UK, it has a significant investment in an overseas subsidiary which
operates in the USA. This overseas operation generates cash surpluses denominated in US dollars. The group
holds surplus cash in US dollars and buys sterling as required at the most advantageous rates available to
meet short term creditor obligations and fund other expenditure. The group is exposed at any point in time
to exchange rate fluctuations. The group seeks to minimise its exposure to currency risk by closely
monitoring exchange rates, and restricting the buying and selling of currencies to predetermined exchange
rates within specific bands.
The carrying amounts of the group’s significant foreign currency denominated monetary assets and liabilities
at the reporting dates are as follows:
2010
£
Group
US $

Assets
2009
£

2008
£

6,177,876 15,373,109 11,336,104

2010
£

Liabilities
2009
£

2008
£

(4,655,615) (5,252,754) (5,779,942)

————– ————– ————– ————– ————– ————–

The group does not utilise swaps or forward contracts to manage its currency exposures.
Capital Management
The capital structure of the group consists primarily of equity raised through intercompany loans capital,
which it has invested in operations in the USA.
The primary objective of the group’s capital management is to maximise shareholder value. The group
manages its capital structure and makes adjustments to it, in light of changes in economic conditions. No
changes were made to the objectives, policies or processes in the years ended 31 March 2010, 31 March 2009
and 31 March 2008.
The group does not have any external borrowings and accordingly there are no externally imposed capital
requirements to which it is subject to.
20.

COMMITMENTS

There is no capital expenditure authorised or contracted for which is not provided for in these accounts,
2010: £Nil, 2009: £Nil, 2008: £Nil.
21.

CONTINGENT LIABILITIES

There are no contingent liabilities 2010: £Nil, 2009: £Nil, 2008: £Nil.
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22.

PARENT COMPANY INCOME STATEMENT

As permitted by Section 408 of the Companies Act, 2006 the Parent Company’s Income Statement has not
been presented in this document. The (loss)/profit after taxation as determined in accordance with IFRS for
the parent company was 2010: (£7,559.855), 2009: £2,128,435, 2008: £1,045,075.
23.

POST BALANCE SHEET EVENTS

In April 2010, Pan Andean Resources plc demerged its North American and Bolivian assets, consisting of
the entire issued share capital of Endeavour Oil & Gas Limited, Bolivian Hydrocarbons, Pan Andean Oil &
Gas Limited and Hydrocarbon Prospecting plc, and liabilities to Hydrocarbon Exploration plc. When this
demerger was completed Petrominerales Limited acquired the entire issued and to be issued share capital of
Pan Andean Resources Plc. On completion of the transaction, Petrominerales owned 100 per cent. of Pan
Andean’s exploration interests in Columbia and Peru, for which the existing shareholders of Pan Andean
received £0.15 plus a pro rate number of shares in Hydrocarbon Exploration plc.
On 22 June 2010, Persian Gold Plc (‘Persian’) agreed to acquire Hydrocarbon Exploration Plc, parent
company of Endeavour Oil & Gas Limited, for £4.56 million in Persian Gold Plc shares at a price of 6.75p
per Persian Gold share. The acquisition is subject to court approval, Persian Gold shareholders approval for
relisting the enlarged group, and financing. The transaction is expected to be completed in April 2011. The
acquisition will be achieved by way of a scheme of arrangement. Trading in Persian Shares was suspended
on AIM pending publication of re-admission document. The transaction is expected to be completed in April
2011 and the directors also intend to seek additional funding through a share placing prior to re-admission.
On 31 January 2011, the Jury in the HOC legal case found in favour of HOC in relation to their claim and
recommended an award of a maximum of $3,800,000 (£2,360,000), including HOC legal costs. The Jury
also found in favour of the company’s subsidiary, Endeavour Oil & Gas Inc., on aspects of their claim,
however no monetary award was recommended. Following the Jury’s recommendation, both sides can now
make representations to the judge on the case prior to his judgement which is expected by the end of
February 2011. The company expect that the final net monetary award will be significantly less than the
maximum award recommended by the Jury. Following judgement, the company will take legal advice on
what options are available to the company post the judgement.
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(B)

UNAUDITED INTERIM RESULTS FOR THE SIX MONTHS ENDED
30 SEPTEMBER 2010

CONSOLIDATED INCOME STATEMENT
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2010
6 months to
30 September
2010
unaudited
£
278,706
(127,764)
–––––––––
150,942
(48,299)
–––––––––
102,643
16
(50,595)
0
(61,704)
–––––––––
(9,640)
0
–––––––––
(9,640)

REVENUE
Cost of sales
GROSS PROFIT
Administrative expenses
OPERATING PROFIT
Finance income
Finance costs
Impairment of oil interests
Exchange (losses)/gains
LOSS BEFORE TAXATION
Income Tax Expense
LOSS FOR THE YEAR

6 months to
30 September
2009
unaudited
£
464,260
(204,579)
–––––––––
259,681
(129,992)
–––––––––
129,689
13
(62,377)
0
(246,996)
–––––––––
(179,671)
0
–––––––––
(179,671)

Year to
31 March
2010
audited
£
1,001,135
(431,608)
–––––––––
569,527
(132,174)
–––––––––
437,353
29
(116,550)
(7,742,598)
(138,089)
–––––––––
(7,559,855)
0
–––––––––
(7,559,855

––––––––– ––––––––– –––––––––
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2010
6 months to
30 September
2010
unaudited
£
Loss for the year after taxation
Other comprehensive income:
Currency transaction adjustment
TOTAL COMPREHENSIVE INCOME

6 months to
30 September
2009
unaudited
£

Year to
31 March
2010
audited
£

(9,640)

(179,671)

(7,559,855)

(72,056)
–––––––––
(81,696)

(1,089,229)
–––––––––
(1,268,900)

(956,205)
–––––––––
(8,516,060)

––––––––– ––––––––– –––––––––
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CONSOLIDATED BALANCE SHEET
AS AT 30 SEPTEMBER 2010

ASSETS:
NON-CURRENT ASSETS
Intangible assets
Property, plant & equipment
CURRENT ASSETS
Receivables
Cash and cash equivalents

TOTAL ASSETS
LIABILITIES:
CURRENT LIABILITIES
Trade and other payables
NON-CURRENT LIABILITIES
Provision
Inter-company loans
TOTAL LIABILITIES
NET ASSETS

30 September
2010
unaudited
£

30 September
2009
unaudited
£

31 March
2010
audited
£

31,008
5,677,540
–––––––––
5,708,548

30,560
12,837,239
–––––––––
12,867,799

32,487
5,994,145
–––––––––
6,026,632

84,571
221,176
–––––––––
305,747
–––––––––
6,014,295
–––––––––

185,499
599,787
–––––––––
785,286
–––––––––
13,653,085
–––––––––

206,245
255,042
–––––––––
461,287
–––––––––
6,487,919
–––––––––

(2,478,754)

(2,102,076)

(2,685,029)

(651,566)
(1,380,337)
–––––––––
(4,510,657)
–––––––––
1,503,638

(603,173)
(2,115,342)
–––––––––
(4,820,591)
–––––––––
8,832,494

(659,223)
(1,558,333)
–––––––––
(4,902,585)
–––––––––
1,585,334

100
1,503,538
–––––––––
1,503,638

100
8,832,394
–––––––––
8,832,494

100
1,585,234
–––––––––
1,585,334

––––––––– ––––––––– –––––––––

EQUITY
Called-up share capital
Retained earnings
TOTAL EQUITY

––––––––– ––––––––– –––––––––
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
AS AT 30 SEPTEMBER 2010

At 1 April 2009
Loss for the period
At 30 September 2009
Loss for the period
At 31 March 2010
Loss for the period
At 30 September 2010

Called-up
Share
Reserve

Retained
Earnings
£

100
0
–––––––––
100
0
–––––––––
100
0
–––––––––
100

10,101,294
(1,268,900)
–––––––––
8,832,394
(7,247,160)
–––––––––
1,585,234
(81,696)
–––––––––
1,503,538

Total
£
10,101,394
(1,268,900)
–––––––––
8,832,494
(7,247,160)
–––––––––
1,585,334
(81,696)
–––––––––
1,503,638

––––––––– ––––––––– –––––––––
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CONSOLIDATED CASH FLOW STATEMENT
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2010
6 months to
30 September
2010
unaudited
£
CASH FLOW FROM OPERATING ACTIVITIES
Loss for the financial year
Finance cost
Finance revenue
Depreciation of property, plant & equipment
Increase/(decrease) in provisions
Impairment of fixed assets
Exchange losses
MOVEMENT IN WORKING CAPITAL
Increase/(decrease) in trade and other payables
Decrease/(increase) in trade and other receivables
CASH USED BY OPERATIONS
Finance costs
Finance income
CASH USED IN OPERATING ACTIVITIES
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant & equipment
NET CASH USED IN INVESTING ACTIVITIES
NET DECREASE IN CASH AND
CASH EQUIVALENTS
Cash and cash equivalents at beginning
of the financial year
Effect of foreign exchange rate changes
CASH AND CASH EQUIVALENTS AT THE END
OF THE FINANCIAL YEAR
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6 months to
30 September
2009
unaudited
£

Year to
31 March
2010
audited
£

(9,640)
50,595
(16)
33,202
(7,657)
0
249,151
–––––––––
315,635

(179,671)
62,377
(13)
67,245
(55,747)
0
533,732
–––––––––
427,923

(7,559,855)
116,550
(29)
120,452
303
7,742,598
209,924
–––––––––
629,943

(384,271)
121,674
–––––––––
53,038
(50,595)
16
–––––––––
2,459
–––––––––

(665,245)
571,401
–––––––––
334,079
(62,377)
13
–––––––––
271,715
–––––––––

(639,301)
550,655
–––––––––
541,297
(116,550)
29
–––––––––
424,776
–––––––––

(24,841)
–––––––––
(24,841)
–––––––––

(437,239)
–––––––––
(437,239)
–––––––––

(1,007,145)
–––––––––
(1,007,145)
–––––––––

(22,382)

(165,524)

(582,369)

255,042
(11,484)
–––––––––

886,876
(121,565)
–––––––––

886,876
(49,465)
–––––––––

221,176

599,787

255,042

––––––––– ––––––––– –––––––––

NOTES TO THE FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2010
1.

INFORMATION

The financial information for the six months ended 30 September 2010 and 30 September 2009 are
unaudited.
The financial information above does not constitute full statutory accounts within the meaning of section 240
of the Companies Act 1985.
2.

TANGIBLE FIXED ASSETS

Property, Plant & Equipment:
£
Cost
At 1 April 2009
Exchange movements
Additions

16,713,276
(1,794,691)
437,239
––––––––––
15,355,824
433,084
569,906
(8,685,261)
––––––––––
7,673,553
(382,395)
24,841
––––––––––
7,315,999

At 30 September 2009
Exchange movements
Additions
Impairment
At 31 March 2010
Exchange movements
Additions
At 30 September 2010

––––––––––

Depreciation
At 1 April 2009
Exchange movements
Charge for year

2,748,494
(297,154)
67,245
––––––––––
2,518,585
50,279
53,207
(942,663)
––––––––––
1,679,408
(74,151)
33,202
––––––––––
1,638,459

At 30 September 2009
Exchange movements
Charge for year
Impairment
At 31 March 2010
Exchange movements
Charge for year
At 30 September 2010

––––––––––
––––––––––
––––––––––
––––––––––

Net book values:
At 30 September 2009

12,837,239
5,994,145

At 31 March 2010

5,677,540

At 30 September 2010

The Directors of Endeavour Oil and Gas Limited assessed the carrying value of all projects included within
property, plant and equipment. The directors determined that there was no certainty around future income
being generated from Danbury Dome, North Bob West and Eugene Island projects and therefore these assets
have been fully impaired but will continue to be carried for their future potential exploration value.
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Assessment of the royalty of the two producing assets, was carried out by the directors. In preparing their
assessment, they have considered the quantities and timing of the royalties. The directors have assumed that
there are significant oil reserves in the underlying asset valued at prices which are expected to increase above
current recessionary levels. The revenue represents royalty income on 2–3 years output at peak levels but
actual timing of production is expected over a longer period, potentially up to 10 years, in order to minimize
the negative economic impact of currently weak oil prices. A risk adjusted discount rate of 10 per cent. has
been used in determining the current asset valuation. In addition, an oil production platform included in fixed
assets is included at its expected net realisable value.
Oil revenue, production levels and prices are by their nature uncertain. In the event that any further
information becomes available which demonstrates that any of the assumptions used in valuing the oil and
gas assets are inappropriate, any additional impairment would be recognised immediately in the Income
Statement.
3.

INTANGIBLE ASSETS

Exploration and evaluation assets:
30 Sep 2010
£
Cost
Opening balance
Exchange movements

30 Sep 2009
£

32,487
(1,479)
––––––
31,008

Closing Balance

34,421
(3,861)
––––––
30,560

––––––

––––––

31 Mar 2010
£
34,421
(1,934)
––––––
32,487

––––––

Exploration and evaluation assets relates to expenditure incurred in prospecting and exploration for oil and
gas in the USA. The Directors are aware that by its nature there is an inherent uncertainty in exploration
and evaluation and therefore inherent uncertainty in relation to the carrying value of capitalised exploration
and evaluation of assets. There were no facts or circumstances indicating that the carrying amount of
intangible assets may exceed their recoverable amount, and thus no impairment review was deemed
necessary by the Directors.
The realisation of these intangible assets is dependent on the successful discovery and development of
economic oil and gas reserves and is subject to a number of significant potential risks including:
•

Price fluctuations;

•

Uncertainties over development and operational costs;

•

Political and legal risks, including arrangements with governments for licences, profit sharing and
taxation; and

•

Funding requirements.

4.

TRADE AND OTHER PAYABLES

Trade payables
Accruals

30 Sep 2010
£

30 Sep 2009
£

31 Mar 2010
£

2,462,851
15,903
–––––––––
2,478,754

2,084,770
17,306
–––––––––
2,102,076

2,669,126
15,903
–––––––––
2,685,029

––––––––– ––––––––– –––––––––

It is the company’s normal practice to agree terms of transactions, including payment terms, with suppliers
and provided suppliers perform in accordance with the agreed terms, payment is made accordingly. In the
absence of agreed terms it is the company’s policy that payment is made between 30–40 days.
The carrying value of trade and other payables approximates to their fair value.
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Included in trade payables is an amount of £2,192,318 (March 2010: £2,268,347) claimed by Hunt Oil
Company (‘HOC’), the operator of High Island 30, including legal costs associated with this dispute. On
31 January 2011 the Jury in the legal case found in favour of HOC’s claim and recommended an award of a
maximum of $3,800,000 (£2,360,000) including HOC legal costs. The Jury also found in favour of the
company’s subsidiary Endeavour Oil & Gas Inc., on aspects of their counter claim, however no monetary
award was recommended by the Jury. Following the Jury’s recommendation, both sides can now make
representations to the judge on the case prior to his judgement which is expected by the end of February
2011. The company expect that the final net monetary award will be significantly less than the maximum
award recommended by the Jury, when aspects of the case which were found in favour of the company, are
taken into account by the Judge. Following judgement, the company will take legal advice on what options
are available to them post the judgement, to bring final resolution to the case.
5.

PROVISION
30 Sep 2010
£

At 1 April
Unwinding of discount
Exchange adjustment

659,223
23,073
(30,730)
–––––––
651,566

–––––––

30 Sep 2009
£
658,920
17,399
(73,146)
–––––––
603,173

–––––––

31 Mar 2010
£
658,920
31,801
(31,498)
–––––––
659,223

–––––––

The group makes full provision for the future cost of decommissioning production sites and related
production facilities on a discounted basis on the development of wells or installation of those facilities.
The decommissioning provision represents the present value of decommissioning costs relating to wells. At
present, it is not possible to determine when decommissioning costs are likely to be incurred. These
provisions have been made based on the group’s internal estimates. Assumptions based on the current
economic environment, have been made with management believing it to be a reasonable basis on which to
estimate the future liability. These estimates are reviewed regularly to take account of any material changes
to the assumptions. However, the actual decommissioning costs will ultimately depend on market conditions
at the relevant time.
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PART 8
UNAUDITED PRO FORMA STATEMENT OF CONSOLIDATED
NET ASSETS OF THE ENLARGED GROUP
Unaudited Pro Forma Statement of Net Assets
The unaudited pro forma statement of net assets set out in this Part 8 has been prepared to illustrate the effect
of the Acquisition, the Placing and the Subscription as if it had occurred at 30 June 2010. The unaudited pro
forma statement of net assets has been prepared by the Company for illustrative purposes only and, because
of its nature, addresses a hypothetical situation and therefore does not present the Enlarged Group’s actual
financial position or results following the Acquisition and Placing.

As at

Assets
Non-current assets
Intangible assets
Property, plant & equipment
Investments
Current assets
Other receivables
Cash and cash equivalents
Total assets
Current liabilities
Trade and other payables
Non-current liabilities
Loans
Provisions
Net assets

Adjustments
Endeavour Oil
and Gas Ltd
unaudited 30
Interco
September 2010
adjustments
Note 3
Note 4
£’000
£’000

Persian
Gold Plc
unaudited
30 June 2010
Note 2
£’000

Hydrocarbon
Exploration Plc
30 June 2010
Note 3
£’000

1,925
–
–
––––––––
1,925

439
–
1,095
––––––––
1,534

31
5,678
–
––––––––
5,709

7
4
––––––––
11
1,936

2,001
188
––––––––
2,189
3,723

(507)
––––––––
–
(10)
––––––––
1,419

––––––––

Proceeds
of Placing and
the Subscription
Note 5
£’000

Unaudited
Pro forma
Net Assets
Note 1
£’000

387
–
(1,043)
––––––––
(656)

–
–
–
––––––––
–

2,782
5,678
52
––––––––
8,512

85
221
––––––––
306
6,015

(1,856)
–
––––––––
(1,856)
(2,512)

–
1,750
––––––––
1,750
1,750

237
2,163
––––––––
2,400
10,912

(525)
––––––––

(2,479)
––––––––

(178)
––––––––

–
––––––––

(3,689)
––––––––

–
–
––––––––
3,198

(1,380)
(652)
––––––––
1,504

1,380
–
––––––––
(1,310)

–
–
––––––––
1,750

–
(662)
––––––––
6,561

––––––––

––––––––

––––––––

––––––––

––––––––

Notes:
1.

The unaudited pro forma statement of net assets has been prepared by the Company to illustrate the effect of the Acquisition, and
estimated proceeds of the Placing and the Subscription as set out in Part 1.

2.

The consolidated net assets of Persian Gold Plc as at 30 June 2010 has been extracted without material adjustment from
unaudited interim results of Persian Gold Plc as set out in Part 5.

3.

The net assets of Hydrocarbon Exploration Plc and consolidated net assets of Endeavour Oil and Gas Ltd as at 30 June
2010 and 30 September 2010 respectively, have been extracted without material adjustment from the accountants report
on Hydrocarbon Exploration Plc as set out in Part 6 and the unaudited interim results of Endeavour Oil and Gas Ltd as
set out in Part 7.

4.

Intercompany adjustments have been made to eliminate intercompany balances between the entities of the Enlarged Group
included in the unaudited pro forma statement of net assets.

5.

The net proceeds of the Placing and the Subscription are based on gross proceeds of £2.305 million less estimated expenses
and commission payable by the Company of £555,000.

6.

Save as disclosed above, no adjustment has been made to take account of the trading or other transactions of the Company
since 30 June 2010.
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PART 9
COMPETENT PERSONS’ REPORTS
CARTA DESIGN LIMITED
(GEOLOGICAL CONSULTANTS AND RELATED SERVICES)

PO BOX 62, LEIXLIP,
CO. KILDARE, IRELAND
TEL & FAX: 003531-6244226
Email: munim@iol.ie
Registration No. 140380
VAT No. IE4885651R
COMPETENT PERSON’S REPORT
4 February 2011
The Directors, Persian Gold plc, 162 Clontarf Road, Dublin 3, Ireland. The Directors, Shore Capital
& Corporate Limited and Shore Capital Stockbrokers Limited, Bond Street House, 14 Clifford Street,
London W1S 4JU, United Kingdom.
Gentlemen,
Carta Design Limited (“Carta”) has been retained to provide Persian Gold plc (“Persian Gold”), and its
nominated adviser Shore Capital & Corporate Limited and Shore Capital Stockbrokers Limited (“Shore
Capital”) a Competent Person’s Report on Pan Andean Resources Limited (a Ghanaian company; “Pan
Andean”) Petroleum Agreement Contract Area in the Republic of Ghana.
The Report will be published in an admission document in connection with the Company’s admission to
AIM. Therefore, the Report is prepared in accordance with the Guidance Note for Mining and Oil & Gas
Companies issued by the London Stock Exchange in June 2009.
The Report, which this letter introduces, should be referred to in its entirety for the full description of the
asset and associated material liabilities, the data available to us, our evaluation methods, and our
qualifications.
We confirm that we have reviewed information contained elsewhere in the Admission Document which
relates to information contained in the Report and confirm that the information presented therein has been
extracted directly from the Report in a manner which is not misleading, is accurate and provides a balanced
and complete view which is not inconsistent with the Report.
We confirm that as of 4 February 2011, there has been no material change relating to the matters covered by
this Report since it was compiled and we are not aware of any significant matters in connection with our
evaluation that are not covered by the Report which might be of a material nature.
Dr. Munim Al-Rawi, BSc, MSC, DIC, PhD
Director/Consultant Geologist
Carta Design Limited
PO Box 62, Leixlip,
Co. Kildare, Ireland
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CARTA DESIGN LIMITED
(GEOLOGICAL CONSULTANTS AND RELATED SERVICES)

PO BOX 62, LEIXLIP,
CO. KILDARE, IRELAND
TEL & FAX: 003531-6244226
Email: munim@iol.ie
Registration No. 140380
VAT No. IE4885651R

COMPETENT PERSON’S REPORT ON PETROLEUM
PROPERTY IN THE REPUBLIC OF GHANA FOR PERSIAN
GOLD PLC, SHORE CAPITAL & CORPORATE LIMITED AND
SHORE CAPITAL STOCK BROKERS LIMITED
17 January 2011
Leixlip, County Kildare, Ireland
Dr. Munim Al-Rawi BSc, MSc, DIC, PhD
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2.

Executive Summary

Pan Andean Agreement Area
Asset

Operator

Interest (%)

Status

License
License
expiry date area

Agreement
Pan Andean Persian Gold 30% Exploration As in the 1,532 km
Area, Tano
Resources
HyEx 30%
petroleum
Basin, Ghana Limited
Petrel Resources
agreement
plc 30%
Local Partner 10%

Comments
2

Commencement
of exploration in
2 months after
ratification

The Exploration period under the Agreement has a maximum period of 6.5 years, comprising an Initial
Exploration Period of 3 years and two extension periods of 2 years and 1.5 years respectively. There are no
closure costs associated with the Agreement area.
Work Description
By the end of the Initial Exploration Period, Contractor shall have undertaken the work described below:
(i)

Reprocess all of existing 2D seismic data covering Contractor’s Contract Area which GNPC shall
provide to Contractor within a reasonable time;

(ii)

Acquire, process and interpret at least one thousand (1,000) kilometres of new 2D seismic data, and

(iii)

Drill a minimum of one (1) Exploration Well.

FISCAL TERMS
Royalty Oil
Royalty Gas
Initial Interest (Carried)
Additional Interest (Paying)
Income Tax

12.5%
10.0%
10.0%
15.0%
35%

AOE ROR
Less than 12.5%
More than 12.5% but less than 17.5%
More than 17.5% but less than 22.5%
More than 22.5% but less than 27.5%
More than 27.5%

AOE
0%
15%
20%
25%
30%

Area Rentals – US$/km2
Initial Exploration Period
First Extension Period
Second Extension Period
Development and Production Period

30
50
75
100

Training Allowance
Technology Support one-time payment

US$250,000 per annum
US$500,000

WORK PROGRAMME
Initial Exploration Period
Minimum Expenditure
If the obligation well is Onshore
If the obligation well is Offshore

US$25m
US$35m
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First Extension Period
Minimum Expenditure
If the obligation well is Onshore
If the obligation well is Offshore
Second Extension Period
Minimum Expenditure
If the obligation well is Onshore
If the obligation well is Offshore
2.1

2.2

2.3

US$15m
US$30m

US$15m
US$30m

Geology
•

Pan Andean agreement area occupies 1,532 sq. km of the onshore and shallow nearshore
portion of the Tano Basin, Republic of Ghana.

•

The extensive offshore Ivory Coast – Tano Basin extends northwards into the nearshore and
onshore areas.

•

More than 3,250m of Cretaceous-Cenozoic sediments proved by onshore drilling at the
coastline.

•

Structure in the Tano Basin, both onshore and offshore, is fault-related.

•

Folding has not been observed on seismic surveys or at outcrop.

•

Known offshore oil occurrences on the Tano Basin shelf are on NW or WNW-trending complex
faulted horsts, and rely on sealing faults.

•

Several structural episodes punctuated the Aptian-Albian interval, followed by periods of
erosion.

•

Faults affecting the Upper Cretaceous are fewer in number and have less displacement, but are
nevertheless important.

Seismic data
•

The company has purchased the seismic surveys covering the onshore and offshore areas of the
licence and peripheral areas, totaling 676 line km, and is currently undertaking an
interpretation of 636 line km of these data.

•

A sequence of basin margin faults is clearly imaged on the onshore lines in the east of the
licence area and can be tracked into the immediate offshore area.

•

A series of intra-basinal onshore faults provide the potential for fault abutment traps.

•

Fault-related dip reversals can be seen on some offshore and onshore lines.

•

Down-to the basin faulting dominates the offshore lines.

•

The offshore dip sections show a multiplicity of sedimentary and stratigraphic features,
particularly in the Upper Cretaceous section – progradational elements, up-dip pinch out,
up-dip stratigraphic wedge-out beneath unconformities, and lensoid sedimentary bodies.

•

Frequent faults affect the Lower Cretaceous offshore section and have produced abutments
against fault footwalls and promising dip reversals.

Prospectivity
•

Major oil discoveries have been made in recent years in the Upper Cretaceous section of the
deep offshore continental slope of the Tano Basin in channel, fan and turbidite reservoirs.
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2.4

2.5

2.6

•

Geochemical and drill evidence indicates that the deeper offshore oil kitchen responsible for
sourcing the offshore fields has also fed hydrocarbons onto the Tano shelf and into the onshore
area.

•

Evidence from offshore wells for active hydrocarbon generation from several stratigraphic
levels within both the Lower and Upper Cretaceous sections.

•

Numerous oil seeps onshore and frequent oil shows in the onshore wells.

•

Of the 28 onshore wells, only one shallow hole has been drilled with seismic control.

•

No wells have been drilled in the nearshore portion of the basin within the licence area.

Potential exploration targets
•

Faulted horsts at Aptian-Albian level, with reservoirs at Top Kobnaswaso Formation
(Aptian-Lower Albian) and Upper Albian levels.

•

Up-dip sealing faults and footwall abutments, with traps possible at Albian or younger
stratigraphic levels.

•

Up-dip stratigraphic pinch-outs and lensoid bodies are noted on seismic sections at both Aptian
and Upper Cretaceous levels.

•

Multiplicity of up-dip sedimentary pinch-outs and lensoid bodies on seismic sections, with the
possibility of up-dip seal, minimising the risk of fresh water invasion.

•

Faulted NW- or WNW-trending horsts at the Aptian-Albian level.

•

Smaller NNW- to N-trending fault horsts with up-dip seal against a WNW -trending fault.

•

Up-dip sealing faults, with traps at Aptian-Albian or younger stratigraphic levels.

•

Fault traps and dip reversal of the post-Albian sequence.

•

Drape in the post-Albian sequence over a faulted horst.

Exploration problems
•

Existing seismic data quality in the licence area is of only poor to medium quality and this is
particularly a problem in the onshore area.

•

An attempt should be made to improve the existing seismic lines by re-processing. Acquisition
techniques will be of paramount importance in future seismic programmes.

•

The nearshore surf zone will be challenging in terms of seismic data acquisition.

•

The older Kobnaswaso Formation reservoirs have posed production difficulties, as in the North
Tano Field.

•

Fresh-water invasion of reservoirs in the present-day and during Tertiary inversion episodes is
probably the major exploration risk, together with up-dip seal. The search for Upper
Cretaceous reservoirs with up-dip pinch-out should be an exploration priority.

Conclusion
The acreage under review is at an early stage of exploration. A thick and prospective
Cretaceous-Tertiary section has been proved in drilling and imaged on seismic sections.
Numerous seeps and oil shows exist in the onshore portion of the acreage. Insufficient seismic
data are available, both in terms of quality and quantity, to define drillable exploration targets.
Challenges exist in acquiring high quality seismic data, and fresh-water invasion is an
exploration risk, particularly in the shallow section approaching the basin margin. Nevertheless
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the acreage has considerable and largely untested exploration potential for the discovery of
medium-sized oil fields.
3.

Introduction and Terms of Reference

On the instructions of Mr. D. Horgan, Chief Executive Officer of Persian Gold plc (“Persian Gold”), Carta
Design Limited (“Carta”) has prepared an Independent Competent Person’s Report compliant with the June
2009 Note for Mining, Oil and Gas Companies issued by the London Stock Exchange plc, Alternative
Investment Market (AIM). This report describes the petroleum contract area of Clontarf Energy in the Tano
Basin, Republic of Ghana (Figure 1). The effective date of this report is 17 January 2011.
Persian Gold and Hydrocarbon Exploration plc (“HyEx”) have agreed on the terms of a merger and are
required to seek the approval of their shareholders, a name change and the re-admission of the enlarged
group. Persian Gold plc, on behalf of the combined companies, is also raising additional capital by means of
a share issue in order to advance their plans for exploration and development of their joint Latin American
and African projects. In view of these intentions, this report is also addressed to the enlarged group’s
nominated advisor, Shore Capital.
3.1

Principal Sources of Information
In preparing this Report, the author reviewed both internal confidential technical reports and other
sources of data and information as provided by Pan Andean Resources Limited (“Pan Andean”), (a
Ghanaian company controlled by “HyEx” and “Persian Gold”); including extensive seismic and well
data purchased by the company from the Ghana National Petroleum Company (“GNPC”), and
obtained independent information from the public domain as listed in the Reference and Bibliography
section of this Report. In addition, the principal author, Dr. Munim Al-Rawi completed a visit to the
data processing centre in Amman being used by the Company and interviews with key personnel, as
well as drawing on his own experience in petroleum exploration.
This Report is based on a review of the available reports and seismic sections, as listed below, and
various discussions with company officers and directors. The sources of other data and information
used in the compilation of this Report are listed in the References and Bibliography section of this
Report.
The following documents and data, prepared, acquired and processed by Independent parties are of
particular importance in connection with this Report.

A.

Well Reports:
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.

Final Well Report North Tano 1N-1X by Phillips Petroleum Company, January 1981
Final Well Report North Tano 1N-2X by Phillips Petroleum Company, July 1982
End of Well Report North Tano-3X, November 2007 by Tullow Oil
Completion Report, Geological Summary Tano #1 (1-1) by Volta Petroleum Company
Limited, December 1970
Operations and Drilling Report South Tano-1X, December 1978 by Phillips Petroleum
Company, Ghana
Well History and Completion Report South Tano-2X by Phillips Petroleum Company,
23 August 1978
Well History and Completion Report South Tano-3AX by Phillips Petroleum Company,
23 February 1980
Final Geological Report South Tano 1S-4X by Phillips Petroleum Company, June 1982
Final Well Report South Tano-5 by Petro-Canada International Assistance Corporation
(PCIAC), April 1984
Well History and Geological Report South Tano-6 by Petro-Canada International
Corporation (PCIAC), June 1984
Final Well Report South Tano-8 and ST-8st, GNPC, March 1980
Final Well Report 15 April 1994 to 16 July 1994 South Tano-#9H by Horwell
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13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
B.

Commissioned Reports:
1.
2.

C.

Fusion-1X End of Well Report, July 2001 by Troy Ikoda
Final Well Report Turbidite Prospect-1 (TP-1), December 1989 by Arco
Final Well Report Central Tano Structure-1, September 1989 by Arco
Final Well Report North West Tano-1 (NWT-1)
Well History Report Ghancan #2 Epunsa by PCIAC
Well History Report Ghancan #3 Jewi by PCIAC
Well History Report Ghancan #4 Jewi Wharf by PCIAC
Well History Report Ghancan #7 Ekpu by PCIAC
Well History Report Ghancan #8 Takinta by PCIAC
Well History Report Ghancan #11 Kabnlasuaso by PCIAC
Well History Report Ghancan #12 Boka Kore by PCIAC
Well History Report Ghancan #13 Bonyere by PCIAC
Well History Report Ghancan #14 Tikobo by PCIAC
Well History Report Ghancan #15 Asempaye by PCIAC
Well History Report Ghancan #19 Ohiamaadwen by PCIAC

Report on Interpretation of the Geology and Geophysics of the Tano Basin offshore
Ghana by L.R. Bexandele Seismic Consultants Ltd, Canada, December 1985
North Tano Licence Subarea Evaluation Report, with enclosures 1990 by Arco

Geochemistry Reports:
1.
2.
3.
4.
5.
6.

7.
8.
9.
10.

11.
12.

Source Rock Evaluation Geochemistry Report CTS-1 Well, Ghana, October 1989 by
Halliburton (with enclosures)
Source Rock Evaluation Geochemistry Report NWT-1 Well, Ghana, October 1990 by
Halliburton
Hydrocarbon Evaluation Report CTS-1, TP-1, NWT-1 Wells, Ghana, October 1990 by
Halliburton (with enclosures)
A Geochemical Evaluation of the WT-1 Well, Drilled Offshore Ghana, March 2001 by GH
Geochemical Services
Petroleum Geochemical Analysis of Tested Oil South Tano-7H Well, November 1992 by
Simon Petroleum Technology Limited (SPT) Report #7239/Ic
Petroleum Geochemical Evaluation of the GNPC South Tano-8 (1201’ to 8260’) and
South Tano-8 Sidetrack (4980’ to 7900’) Wells, Tano Basin, Offshore Ghana, September
1992 by Simon-Robertson Limited (report #7189Ic)
Petroleum Geochemical Evaluation of the Interval 1470’ to 7280 in the South Tano-9H
Well, Tano Basin, Offshore Ghana, August 1997 by Robertson (Report #7644/Ic)
Petroleum Geochemical Evaluation of the Interval 176’ to 8180’ in the Bonyere-1 Well
Tano Basin, Onshore Ghana, August 1997 by Robertson (Report #7659/Ic)
Petroleum Geochemical Evaluation of the Interval 205’ to 6791’ Tano Basin Onshore
Ghana, August 1997 by Robertson (Report #7573/Ic)
Petroleum Geochemical Evaluation of the Interval 675’ to 10669’ TD, in the
Kobnaswaso-1 Well, Tano Basin Onshore Ghana, August 1997 by Robertson (Report
#7651/Ic)
Petroleum Geochemical Evaluation of the Interval 130m to 595m in the Ghancan-8 Well,
Tano Basin, Onshore Ghana, August 1997 by Robertson (Report #5110/Ic)
Petroleum Geochemical Evaluation of the Interval 160m to 615m in the Ghancan-11 Well,
Tano Basin, Onshore Ghana by Robertson (Report #5111/Ic)

Multi-Well Study Report (Commissioned)
1.

Sequence Stratigraphic Review of 12 Ghana Wells (Hunt), March 1997 by Robertson
(Report no. 5453/Ib)
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D.

Seismic Data (Figure 2)
GNPC-87 LINES
SHOT POINTS

2D LINE NAME
GNPC-87-5
GNPC-87-6
GNPC-87-7
GNPC-87-8
GNPC-87-9
GNPC-87-11
GNPC-87-13

LINE LENGTH/Km

FGSP

LGSP

208
360
100
44
160
120
100

480
1234
380
1480
292
274
280

TOTAL

––––––––
GNOT-89-Z LINES
SHOT POINTS

2D LINE NAME
GNOT-89-Z-01
GNOT-89-Z-02
GNOT-89-Z-02B
GNOT-89-Z-02B
EXT
GNOT-89-Z-03
GNOT-89-Z-04
GNOT-89-Z-05
GNOT-89-Z-06
GNOT-89-Z-07
GNOT-89-Z-09
GNOT-89-Z-11
GNOT-89-Z-13
GNOT-89-Z-15
GNOT-89-Z-17
GNOT-89-Z-19
GNOT-89-Z-21
GNOT-89-Z-23

LINE LENGTH/Km

FGSP

LGSP

240
804
96

420
2160
888

4.5
33.9
19.8

420
120
960
120
700
120
96
120
260
96
240
120
120
132

558
420
2028
360
1980
444
408
435
420
600
540
600
600
444

3.5
7.5
26.7
6.0
32.0
8.1
7.8
7.9
4.0
12.6
7.5
12.0
12.0
7.8
––––––––
213.5

TOTAL

––––––––

GNTB-90 LINES
SHOT POINTS

2D LINE NAME
GNTB-90-2A
GNTB-90-2B
GNTB-90-19
GNTB-90-21
GNTB-90-23
GNTB-90-25
GNTB-90-27
GNTB-90-29

6.8
21.9
7.0
35.9
3.3
3.9
4.5
––––––––
83.2

LINE LENGTH/Km

FGSP

LGSP

1210
3048
100
100
100
100
100
100

1700
4487
250
200
200
245
200
240

TOTAL

12.3
36.0
3.8
2.5
2.5
3.6
2.5
3.5
––––––––
66.6

––––––––
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ARTB-88-LINES
SHOT POINTS

2D LINE NAME
ARTB-88-02
ARTB-88-03
ARTB-88-04
ARTB-88-05
ARTB-88-07
ARTB-88-09
ARTB-88-11
ARTB-88-13
ARTB-88-15
ARTB-88-17
ARTB-88-19
ARTB-88-21
ARTB-88-23
ARTB-88-25
ARTB-88-27
ARTB-88-29
ARTB-88-31

LGSP

101
2300
31
1400
1300
700
1300
300
1500
300
200
1200
200
100
100
100
100

1858
2900
3156
1952
1905
1290
1912
727
1871
695
687
1676
650
658
648
572
606

TOTAL
E.

43.9
15.0
78.1
13.8
15.1
14.8
15.3
10.7
9.3
9.9
12.2
11.9
11.3
14.0
13.7
11.8
12.7
––––––––
313.3

––––––––

Well Data
Well Logs on CD:
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.

LINE LENGTH/Km

FGSP

Tano 1-1
IN-IX
IN-2X
NT-3X
NWT-1
WT-1X
WT-2X
TP-1
EBONY-1
CTS-1
1S-1X
1S-2X
1S-3AX
1S-4X
ST-5
ST-6
ST-7H
ST-8
ST-9H
GHANCAN #2
GHANCAN #3
GHANCAN #4
GHANCAN #7
GHANCAN #8
GHANCAN #11
GHANCAN #12
GHANCAN #13
GHANCAN #14
GHANCAN #15
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30.
31.
32.
3.2

GHANCAN #19
BONYERE-1
EPUNSA-1

Internal Company Reports
Tano Basin, Ghana: Onshore-Shallow Offshore. Preliminary Report. D. Naylor and M.J.
Fitzpatrick. August 2010.
Also made available were seismic base maps provided to Pan Andean by GNPC, a suite of 1:50,000
scale topographic maps for the onshore portion of the licence (Survey of Ghana: paper and scanned
versions), and a Landsat TM mosaic of the onshore area with lineament interpretation.
Carta understands that this Report may be used by Persian Gold plc for securities regulatory filings
and for exploration and development fundraising purposes on the Alternative Investment Market
exchange (“AIM”), a subsidiary of the London Stock Exchange plc. This Report describes their
Ghanaian properties’ technical and economic potential and recommends a comprehensive exploration
program.

3.3

Site Visits
The petroleum contract area in question is in the shallow offshore or on the heavily vegetated and
poorly exposed coastal plain. As such a site visit to the licence area was considered unnecessary.
However, the author visited the offices of GSC (Geophysical Service Centre) in Amman, Jordan
during the period November 29 to 3 December 2010, in the company of Dr. Dave Naylor.
Interpretation of the seismic data was underway in the GSC offices and the visit gave the opportunity
to discuss the interpretation with the operatives and with Dr. Naylor.
Dr. Naylor is an independent consultant who prepared an internal geological review report on the
contract area for Pan Andean and is supervising the interpretation of the seismic data in Amman on
their behalf.

3.4

Qualifications and Independence of Carta and the Author
Carta is an international geological consulting and related services company incorporated in Ireland
on 3 February 1989. Carta provides a wide range of geological, exploration and acreage assessment
services to the oil industry. The Company’s services are provided from offices located in Ireland.
Neither Carta nor the author are insiders, associates or affiliates of Clontarf Energy and none of the
directors, shareholders, or employees of Carta owns, directly or indirectly, any shares in Clontarf
Energy, their parent or subsidiary and associated companies.
This report has been prepared by Dr. Munim Al-Rawi BSc, MSc, DIC, PhD, consulting geologist,
who has 10 years academic experience and over 28 years of experience in the oil industry with
extensive experience on Ireland and United Kingdom in Europe, Iraq, Iran, Jordan, Kuwait, Neutral
Zone, Bahrain, Qatar, Saudi Arabia, Oman, Syria and Yemen in the Middle East and Libya in North
Africa.
QUALIFICATIONS:
•

B.Sc. June 1965, Geology/Physics, College of Science, University of Baghdad, Iraq

•

M.Sc. July 1967, Petroleum Geology, Imperial College, University of London, U.K.

•

D.I.C. November 1967, Oil Technology, Imperial College, University of London, U.K.

•

Ph.D. September 1972, Petroleum Geology, Imperial College, University of London, U.K.

MEMBERSHIP OF PROFESSIONAL BODIES:
•

American Association of Petroleum Geologists, USA.
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PROFESSIONAL EXPERIENCE:
1.

1972–1974, London, U.K. Exploration Geologist, Seagull Exploration. Contributed to UK
onshore exploration, North Sea Report and East Mediterranean Report.

2.

1974–1982, Kuwait. Lecturer/Assistant Professor, Petroleum Geology, Kuwait University.

3.

1976–1982, Kuwait. Associated with Arab Petroleum Consultants and Organisation of Arab
Petroleum Exporting Countries (OAPEC) in consulting assignments.

4.

1982–1987, Dublin, Ireland. Senior Geologist, Petroconsultants Ltd. Contributed to
Petroconsultants International Field Records Project and other non-exclusive reports.

5.

1985–1986, Jeddah, Saudi Arabia. Visiting Professor, Petroleum Geology, King Abdulaziz
University.

6.

1987–1989, and 1990-1993, Leixlip, Ireland. Consultant Geologist, Middle East Oil and Gas
Fields. Contributed to Petroconsultants International Field Records Project and other nonexclusive reports.

7.

1989–1990, Al-Ain, Abu Dhabi, UAE. Visiting Professor, Desert & Marine Environment
Research Centre, UAE University.

8.

1993–1997, Amman, Jordan. Project Co-ordinator, EU/Jordan Co-operation Project in Science
and Technology. An assignment with Higher Education for Development Co-operation
(HEDCO), Dublin, Ireland, to implement the project in Jordan, which was funded by the
European Union.

9.

1997–Present, Director/Consultant Geologist, Carta Design Limited, Leixlip, Co. Kildare,
Ireland.

Dr. Al-Rawi has a demonstrated track record of undertaking technical assessments of licence holdings
and reserves, technical reports and independent feasibility evaluations to bankable standards on behalf
of exploration companies and financial institutions.
Neither Carta nor the author of this Report, their family members or associates, have any business
relationship, other than acting as an independent consultant, with Persian Gold nor any associated
company or company mentioned in this Report, which is likely to materially influence their
impartiality or create the perception that the credibility of the report could be compromised or biased
in any way. The views expressed herein are genuinely held and deemed independent of Persian Gold.
Neither Carta nor the author of this Report, their family members or associates, have any financial
interest in the outcome of any transaction involving the properties considered in this Report, other
than the payment of normal professional fees for the work undertaken in preparation of the Report
which are based on a daily charge-out rate and reimbursement of expenses. The payment of such fees
is not dependent upon the content or the conclusions of either this Report, or any consequences of any
proposed transaction.
Persian Gold have accepted that the qualifications, expertise, experience, competence, membership of
appropriate professional bodies and professional reputation of Carta and the author are appropriate
and relevant for the preparation of this Report.
3.5

Disclaimer & Reliance on Other Experts
Exploration and well data were made available to the author by Pan Andean are cited in this Report.
The author has assumed that all of the information and technical documents reviewed and listed in the
References and Bibliography section of this Report are accurate and complete in all material aspects.
While due care has been taken in the use of this information, the author has not conducted any
extensive independent investigation to verify the source data for completeness. It is recognized that
some data pertinent to an assessment of the acreage may still reside in the extensive data bank of the
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GNPC. However, the company holds well files for all the relevant wells and all the available seismic
data, and it is not thought that any significant volume of data relative to this acreage appraisal exists
beyond this database.
The author has had sight of copies of the original documents granting the exploration rights and is
able to verify their existence and Pan Andean’s assurances that they are in good standing, however,
the author is not qualified to report on their legal status.
The information and conclusions contained in this Report are based on data and information available
to Carta and the author at the time of preparation of this Report and are subject to the assumptions,
conditions and qualifications set forth in this Report.
Persian Gold has warranted that a full disclosure of all material information in its possession or
control has been made to Carta and the author. Persian Gold have also indemnified Carta and the
authors against any claim arising out of the assignment to prepare this Report, except where the claim
arises as a result of any proven, wilful misconduct or negligence on the part of Carta or the author.
This indemnity is also applied to any consequential extension of work through queries, questions,
public hearings, or additional work required from Carta’s performance of the engagement.
Persian Gold has reviewed draft copies of the Report for factual errors. Any changes made as a result
of these reviews did not involve any alteration to the conclusions made; hence, the statements and
opinions expressed in this Report are given in good faith and in the belief that such statements and
opinions are not false and misleading at the date of the Report.
Carta reserves the right, but is not obligated to revise this Report and conclusions therein if additional
information becomes known to Carta subsequent to the date of this Report.
3.6

No Material Change
Carta is not aware of any material change related to matters covered by this Report since it was
compiled and we are not aware of any significant matters in connection with our evaluation that are
not covered by the Report, which might be of a material nature.

4.

Ghanaian Contract Area and Work Commitments

The Pan Andean agreement area in the Tano basin of the Republic of Ghana (1,532 km2) covers the onshore
coastal strip and the bordering shallow marine area (Figure 1). A Petroleum Agreement was signed between
The Government of the Republic of Ghana, the Ghana National Petroleum Corporation and Pan Andean
dated March, 2010 in respect of the Onshore and Shallow Water Tano Basin Contract Area. This agreement
awaits Cabinet and Parliamentary ratification. The term of the Agreement is 30 years.

Asset
Agreement
Area,
Tano Basin,
Ghana

Operator
Pan Andean
Resources
Limited

Pan Andean Agreement Area
License
Interest (%) Status
expiry date
Persian
Exploration
Gold 30%
HyEx 30%
Petrel
Resources
plc 30%
Local
Partner 10%

As in the
petroleum
agreement

License
area
1,532 km

Comments
2

Commencement
of exploration
in 2 months
after
ratification

The Exploration period under the Agreement has a maximum period of 6.5 years, comprising an Initial
Exploration Period of 3 years and two extension periods of 2 years and 1.5 years respectively. There are no
closure costs associated with the Agreement area.
During the Initial Exploration period the work commitments are as follows:
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Description of Work
By the end of the Initial Exploration Period, Contractor shall have undertaken the work described below:
(i)
(ii)
(iii)

Reprocess all of existing 2D seismic data covering Contractor’s Contract Area which GNPC shall
provide to Contractor within a reasonable time;
Acquire, process and interpret at least one thousand (1,000) kilometres of new 2D seismic data, and
Drill a minimum of one (1) Exploration Well.

FISCAL TERMS
Royalty Oil
Royalty Gas
Initial Interest (Carried)
Additional Interest (Paying)
Income Tax

12.5%
10.0%
10.0%
15.0%
35%

AOE ROR

AOE

Less than 12.5%
More than 12.5% but less than 17.5%
More than 17.5% but less than 22.5%
More than 22.5% but less than 27.5%
More than 27.5%

0%
15%
20%
25%
30%

Area Rentals – US$/km2
Initial Exploration Period
First Extension Period
Second Extension Period
Development and Production Period

30
50
75
100

Training Allowance
Technology Support one-time payment

US$250,000 per annum
US$500,000

WORK PROGRAMME
Initial Exploration Period
Minimum Expenditure
If the obligation well is Onshore
If the obligation well is Offshore

US$25 million
US$35 million

First Extension Period
Minimum Expenditure
If the obligation well is Onshore
If the obligation well is Offshore

US$15 million
US$30 million

Second Extension Period
Minimum Expenditure
If the obligation well is Onshore
If the obligation well is Offshore
5.

US$15 million
US$30 million

Regional Setting & Exploration

Regional Geology
The Tano Basin is an extension of the Côte d’Ivoire Basin into western Ghana (Figure 3). In the last few
years a series of major discoveries in the deeper offshore part of the basin has focused oil industry interest
in the region. The Côte d’Ivoire – Tano Basin is developed between the St. Paul and Romanche Fracture
Zones that trend northeastwards into the West African coast (Figure 3). The Tano portion of the basin extends
onshore northwards in a narrow belt to the outcrop limit of Cretaceous sediments on the Precambrian rocks
of the West African Shield. Offshore, along the southern margin of the Tano Basin and on trend with the
Romanche Fracture Zone, is a positive basement element often referred to as the Ivory Coast-Ghana Ridge.
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Oceanic crust was first emplaced in the Côte d’Ivoire Basin along the Romanche and St. Paul fracture zones
in earliest Aptian time. Complete separation of continental crust along the transform margin is dated as Late
Albian. As a result, the succession (Figure 4) is typically subdivided into three parts, separated by regional
unconformities:
Pre-transform: Cretaceous pre-transform strata (Figure 5) have not been encountered in the Tano Basin
wells. However, seismic interpretations suggest that in parts of the basin there is a thick sedimentary
sequence below the stratigraphic level reached at TD in some wells, which may be Neocomian, Jurassic or
older in age.
Syn-transform: (? Upper Barremian) Aptian –Albian. (See Glossary, Terms and Stratigraphic Chart).
Post-transform: Upper Cretaceous and Tertiary
Pre-Aptian (or possibly pre-late Barremian – see below) Cretaceous rocks are known further east in Togo
and Benin, but have not yet been encountered in the Tano Basin. A period of extension can be anticipated in
the Neocomian, but whether extensional grabens developed on the Ghanaian shelf is not known. Following
the initiation of transform movement, pull- apart graben-like basins formed, separated by fault lineaments.
The sediment infill can be anticipated to be variable in thickness, sediment type and facies. The pre- to syntransform boundary, where such exists, might be difficult to detect, since depositional patterns and facies
developed in a rift setting might continue into the early phase of transform movement. The oldest sediments
encountered in the Early Cretaceous sequence are dated as late Barremian (Robertson Research:
Kobnaswaso-1) or ? Barremian-Aptian (Robertson Research: Bonyere-1), although these dates have not been
confirmed in other wells. The Albian/Cenomanian unconformity effectively denotes the final separation of
continental crust at the syn/post-transform boundary (see discussion below). In the following period, active
transform contact may have continued between the margin and the bordering oceanic crust until Santonian
time. However, the complete post-Albian basin history was dominated by a classic subsiding evolution.
6.

Tano Basin Exploration History

Onshore oil seepages in the Tano Basin prompted early drilling in the coastal area. Although poorly
documented, at least 13 shallow wells were drilled in the period 1896–1925. The wells were generally less
than 35 m in depth, most had good shows and a number produced up to 7 bopd for a period. Although the
feather-edge of the Mesozoic-Tertiary section onto basement lies only a few kilometers inland, the drilling
of four deep wells along the coast (discussed below) during the 1950s demonstrated a thick post-Palaeozoic
section.
Although the Gulf Oil wells proved a thick Mesozoic section and encountered a number of shows, they were
plugged and abandoned. Interest in the onshore Tano area waned, whilst there was a phase of drilling interest
in the Ghanaian offshore in the period 1966–1972 when 14 offshore wells were drilled. These included the
first well in the offshore portion of the Tano Basin, the Volta Petroleum Tano 1-1 well, which was spudded
in 1970 and was the discovery well for the North Tano Oil & Gas field (discussed below). In the period
1966–1972 a further 16 offshore wells were drilled offshore Ghana, although only two of these – Phillips
Petroleum 1S-1X and 1S-2X- were in the Tano Basin. The 1S-1X well, spudded in 1978, was the discovery
well of the South Tano Oil & Gas Field (Figure 6).
During the period 1979–1981 Phillips Petroleum drilled appraisal wells on the South Tano and North Tano
fields, but declared both sub-commercial and relinquished the blocks. Further analysis of the fields is given
below. Industry interest in the area diminished as a result of this outcome. The government established the
Ghana National Petroleum Corporation (GNPC), which began operations in 1985, with the aim of
maintaining exploration momentum. They were assisted in this by the Canadian government, acting through
Petro Canada, during the mid-1980s. Petro Canada acquired extensive 2D offshore seismic data in the Tano
Basin and drilled two appraisal wells on the South Tano field (ST-5 & -6). GNPC then acquired 3D data over
the South Tano Field (1989) and produced an integrated Tano Field Development Plan aimed at developing
the gas for power generation. Two horizontal appraisal wells (ST-7H &- 9H) and one further exploration well
(ST-8) were drilled in the South Tano field. GNPC also acquired further 2D seismic data in the offshore
portion of the basin. During the same period a consortium led by Atlantic Richfield found gas in the Central
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Tano structure (CTS-1 well: 1989) and heavy oil in the North West Tano-1 (NWT-1: 1989) well, both of
which remain undeveloped (Figure 7).
The lack of commercial success on the Tano Basin shelf resulted in a period of low seismic and drilling
activity. During the last decade there has been a significant shift in industry interest in the Ghana offshore
into the deeper water parts of the basins. This culminated in the discovery by a consortium led by Kosmos
Energy in 2007 of 95 m (gross 270 m) of net pay on the Mahogany prospect on the west Cape Three Points
Licence. The well was drilled in 1,320 m of water to a TD of 3,826 m, with the reservoir interval in the
Turonian. This has been followed by a succession of deep water discoveries (Figure 7), in particular the
Tullow et al. Jubilee discovery, also in the Turonian. The Jubilee field (Figure 6) is under rapid development
and is believed to have recoverable reserves in excess of 1 billion boe. Production startup is anticipated by
the end of 2010. The Jubilee reservoir comprises stacked Turonian turbidite sands (Figure 8) on the
continental slope, with seal provided by up-dip pinch-out and covering mudrocks. The Tweneboa-1
discovery well was followed by Tweneboa-2 (completed early in 2010), that confirmed the existence of a
significant resource. The second well intersected an upper 17 m gas condensate section and a deeper 15 m
oil zone in Turonian sands. Industry estimates (Penn Energy) suggest in-place reserves of 1.4 billion barrels
of oil-equivalent. Odum-1 (2008) targeted a Campanian fan and encountered 22 m of net pay within a gross
interval of 60 m. Industry estimates indicate recoverable reserves in excess of 50 mboe. The Owo-1 well
recently (July 2010) tested a further play. The well went to 12,675 ft (3891 m) in 4,685 ft (1,428 m) of water
west of the northern part of the Tweneboa Field and cut 174 ft (53 m) of high-quality oil pay in two zones
of stacked Turonian-age reservoir sands in a gross vertical reservoir interval of more than 500 ft (154 m; Oil
& Gas Journal 28/7/2010). Of the known prospects, discoveries and fields, Onyina, Walnut, Banda, Ebony
and Odum target the Campanian fan play, whilst Jubilee (which includes Mahogany and Hyedua),
Tweneboa, Teak, Ntomme, and Owo are focused on the Turonian turbidite play fairway. Figure 8
diagrammatically illustrates the different plays on the Tano shelf and continental slope.
6.1

Stratigraphy
The Mesozoic stratigraphy of the region reflects the transform nature of the margin (Figures 4 & 5).
The only wells drilled on the Pan Andean agreement area are located in the onshore portion of the
basin. The area of the seepages and shallow wells is highlighted on Figure 9. The feather-edge of the
Mesozoic-Tertiary section onto basement lies only a few kilometers inland, but the section thickens
rapidly southwards and is in excess of 3,250 m at the coast. This was demonstrated in the 1950s by
the Gulf Oil Company (“Gulf Oil”), which acquired the onshore Tano licence and drilled four wells
(1956–1957) along the coastline (Figures 7 and 10), as follows:
Kobnaswaso-1:
Epunsa-1:
Bonyere-1:
Kobnaswaso-2:

(1956) TD 3,252 m 10,669 ft
(first quarter 1957) TD 2,071 m 6,791 ft
(mid-1957) TD 2,493 m 8,180 ft.
(third-fourth quarters 1957) TD 1,376 m 4,515 ft.

During the mid-1980s Petro Canada, under the Canadian assistance programme, drilled eleven
shallow (~600 m) onshore (Ghancan) wells (Figure 7). All the onshore wells up to this point had been
drilled without the benefit of seismic control, and because of relatively poor onshore outcrop, also
without much geological control. GNPC acquired the first onshore seismic data (1987–1989). Fusion
Oil (West Oil) subsequently acquired the onshore Tano licence and this led to the drilling of the
shallow Fusion-1X well onshore on the basin margin in 2001, unfortunately without significant shows
or success. Although the offshore wells immediately south of the licence area are of significance in
understanding its stratigraphy and prospectivity, in fact there has been no significant targeting of
seismically-defined prospects within the licence boundaries.
The four Gulf Oil wells (Figures 7 and 10) penetrated a thick Cretaceous section without reaching
basement – Kobnaswaso-1 had a TD of 3,252 m in an ? Upper Barremian-Lower Albian section. The
syn-transform sequence contains a number of unconformities. In particular three angular
unconformities subdivide the succession – two within the Albian and one near the top of the Albian.
These define three stratigraphic units, each with an unconformity at its top, and Gulf Oil informally
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named these as the Kobnaswaso (? Upper Barremian – Aptian – ? Lower Albian), Voltano (? Lower –
Middle Albian) and Domini (intra-Upper Albian) formations. Robertson Research (1997) on
palaeontological evidence recognize two short intervals, with possible bounding unconformities,
above the Domini Formation of late Albian and ? latest Albian-Cenomanian age. A complex thin
sequence, including a number of unconformities succeeds the Domini Formation in the deep onshore
and offshore well records. A picture emerges of a variable depositional sequence following on from
the cessation of transform movement in which the unconformities do not necessarily conform with
time boundaries. Preservation of the interval is also partly dependant on location on major structures
that have been variably eroded. The top of the Domini Formation (intra-Upper Albian) possibly
represents the final separation of continental crust during transform movement.
The Aptian-Albian sequence was deposited in a rapidly subsiding basin. The drilled section is
continental in character in the lower part, but marine influences become more important upwards,
particularly above the Top Kobnaswaso horizon. There is also a regional southwards facies transition
from fluviatile lacustrine sediments (onshore and nearshore area), through finer deltaic and paralic
sequences (North Tano) to shelf sediments (South Tano). The Kobnaswaso section in the South Tano
Field is shale dominant in its lower part and has moderate sand development, interbedded with shale
in the upper part. The palaeogeography during this early transform period before crustal separation
had been effected was of a rapidly subsiding basin with active marginal faults and probable shallow
marine incursion along the basin axis.
Onshore, the eleven shallow (generally less than 600 m) Petro-Canada wells (Figure 7), despite their
shallow depths, provide valuable information regarding the marginal stratigraphy of the basin and the
position of the basin margin. The Ghancan-19 well penetrated Precambrian basement at a depth of
only 95 m. Only 15 km southwestwards at Kobnaswaso on the coast, Gulf Oil drilling showed that
basement was deeper that 3,252 m. Figure 11 shows well correlations and profiles across the northern
margin of the basin. An interesting feature of the Ghancan wells is that they demonstrate that the
Aptian-Albian syn-transform sequence extended inland to the basin rim, beyond the outcrop edge of
the overlying Upper Cretaceous. Individual units within the Cretaceous show only moderate landward
thinning. A series of faults are interpreted in the coastal zone, some of which provided the
accommodation for the rapid southward thickening of the section. However, although some
stratigraphic units abut these faults, it is clear in some cases that the original depositional limits must
have extended further north onto the craton. Phases of uplift and erosion, both in the syn-transform
and post-transform phases have produced the current outcrop limits. It is notable that the strata
beneath the end Albian unconformity become progressively younger basinwards – ? Lower
Kobnaswaso (? Aptian) in Ghancan-19 and Upper Albian in Ghancan -7 & 8 (Figure 11).
Cenomanian and younger strata were deposited in the post-transform phase of basin development.
This was marked by regional subsidence and a gradual seawards tilting of the basin. A relatively
uniform gently-dipping sequence was deposited, with good lateral continuity of seismic reflectors.
The succession in the offshore region is shown in Figure 12. A number of widespread depositional
breaks and disconformities resulted from eustatic sea-level changes and variations in subsidence rates,
perhaps influenced in part by continuing transform movement at the oceanic boundary. Two
unconformities are recognized throughout the region – one in the Senonian (dominantly SantonianCampanian) and the other in latest Eocene and Oligocene. As in the Aptian-Albian, other
unconformities are recognized that reflect the local structural regime. In the case of the Pan Andean
acreage an added factor is the northward encroachment of the Upper Cretaceous and Cenozoic
sequence against the basin margin and the West African craton.
Robertson Research (1997) carried out a sequence stratigraphic study, allied with micropalaeontology
results, of 12 wells. The loss of stratigraphic section northwards towards the basin margin was clearly
demonstrated, and results from stratigraphic wedging and erosional episodes (a picture that is
collaborated on the seismic profiles). In a general sense, depositional environments range from
marginal marine to shallow marine in the onshore wells (Kobnaswaso-1) to deep marine bathyal in
distal wells (TP-1 well). As might be anticipated, the most complete sections are recorded in distal
off-structure wells. Deepest marine conditions occurred in upper Santonian to mid-Turonian times.
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Significant sand deposition periodically took place in proximal areas and, through the agency of
turbidite currents in distal deep water sites. However, the post-Albian section in outer shelf locations
such as South Tano contains no significant sand intervals. The sands in the Turonian and Santonian
deep water discoveries were carried across the shelf to depositional sites on the Continental slope.
6.2

Structure
As noted above, a number of structural episodes and resulting unconformities punctuate the AptianAlbian section. The basin is constrained northwards by a series of faults in the immediate onshore
area. In the extreme south of the basin the Ivory Coast-Ghana Ridge and Romanche Fracture Zone
form a southern limit. The internal architecture of the basin south of the Pan Andean acreage is
dominated by a number of WNW to NW-trending faulted highs, in particular the North (Figure 13),
Central and South Tano structures. Compressional structures have been reported further west in the
Côte d’Ivoire offshore, but are absent in the Tano Basin, where structure is fault-dominated. Drilling
of Carboniferous rocks on the Central Tano structure demonstrated that the faulted horsts may be
cored by older rocks. The question arises as to whether the horst features that have been identified on
the Tano shelf had an older, Palaeozoic, history. Further east on the Ghana shelf the Saltpond Field
produced oil from Devonian rocks. The NW or NNW trend of the structures, however, suggests a
relationship with the Mesozoic history of the basin, controlled by second-order faults from the main
transform trend. This does not rule out a role for the positive elements in the early pre-transform rift
history of the region. The seismic interpretation on Figure 14 (after GNPC) suggests that preKobnaswaso Mesozoic sediments may exist in the deeper portions of the basin off the major
structures.
The northern limit of the basin thins against the West African craton, as is clearly demonstrated on
Figure 11. The main controlling fault for the northern basin margin (Figure 15) is shown on GNPC
and other maps as being close to the coast on the landward side – termed the ‘Main Coastal Fault’.
However, the Ghancan wells suggest a more complex picture. As noted above, the strata beneath the
Top Albian unconformity become younger southwards towards the coast. Accommodation during
deposition of the Kobnaswaso Formation had clearly been provided by downthrow as far inland as a
fault passing between the Ghancan-14 and Fusion-1X localities and probably trending
northwestwards to the vicinity of Ghancan-15. The main NW-trending faults that control the offshore
structures, such as North Tano, are best explained as second-order extensional structures produced by
dextral transform movement on the Romanche Fracture Zone. These structures might be expected to
young towards the north. The current disposition of units in the Ghancan wells suggest that extension
on NW-trending faults had stepped back to the current basin limit by lower Kobnaswaso Formation
time. Upper Kobnaswaso sediments were also probably deposited inland at least as far as this point.
However, successive fault phases, such as the Mid-Albian episode, during the Aptian-Albian period,
then allowed erosion from the footwalls of the faults to create the present pre-Cenomanian sub-crop
pattern. This step-like picture of the marginal faults is supported by the onshore seismic data (see
below). The W- to WNW-trending faults mapped onshore by GNPC may in fact be third-order
structures, similar to faults mapped on the North Tano structure, with generally basinwards
downthrow. However, if the Main Coastal Fault exhibits considerable movement affecting lower
stratigraphic levels this may indicate that it had an important extensional role during pre-transform rift
deposition. The fault trend may then have been re-activated during later transform movement. What
is clear from the well correlations, and from the seismic data, is that a thick Cretaceous section can
be anticipated to extend over a considerable portion of the onshore area north of the Main Coastal
Fault (clearly seen on Figure 16), thus providing greater exploration potential.
The Kobnaswaso sequence is unconformably overlain by a transgressive dark shale, referred to as the
‘B’ Shale, of mid-Albian age. Due to later phases of fault movement, it is difficult to judge whether
structural feature such as North Tano had significant topographic expression during mid-Albian
deposition. However, widespread deposition of the ‘B’ Shale suggest that there was little topography
following erosion on the Top Kobnaswaso unconformity. The succeeding sequence (Voltano
Formation) is terminated by the Mid-Albian unconformity. This tectonic phase appears to have been
a major event across the basin. At North Tano erosion at this level removed the Voltano sequence,

170

including the ‘B’ Shale, and cut down to the Kobnaswaso Formation. Both the Mid-Albian and the
succeeding Top Albian unconformities are smooth erosion surfaces, but have elevation across the
North Tano structure (Figure 14). Some of this may result from later uplift of the structure, rather than
from compaction and drape. A similar picture is afforded by the South Tano structure (see Phillips
Petroleum South Tano Completion Report) where an unfaulted dome is mapped over the feature on
the Top Albian unconformity, whilst the underlying horst is crossed by numerous NW-trending
curvilinear faults that terminate upwards at the unconformity.
Fewer faults affect the post-Cenomanian younger section compared with the Aptian-Albian sequence.
Nevertheless, faults penetrating into the Upper Cretaceous or to the seabed have been mapped on
offshore seismic lines. These are often probably result from reactivation of earlier fault trends.
Onshore, NNW-trending faults have been mapped by the GNPC (Figure 15) along the coastline and
affect the Cretaceous section. The Ghancan well reports also refer to surface faults to explain
displacements between the wells. Faults on sections shown as terminating in the Albian may also have
been reactivated and affect the younger section. Phases of Tertiary uplift were responsible for the
rejuvenation of some faults.
6.3

Seismic review
The seismic lines available to the company (Figure 2) have been briefly reviewed. Quality of the
onshore data is poor to fair, considering the vintage. In the offshore, data quality improves with water
depth, so that the ARTB-88 lines show more detail than the inshore GNTB-90 survey. The data reveal
a number of major features (Figures 20–22), listed below, and point to promising areas for
exploration.
•

A sequence of basin margin faults are clearly imaged on the onshore lines in the east of the
licence area (Figure 15) and can be tracked into the immediate offshore area.

•

A series of intra-basinal onshore faults provide the potential for fault abutment traps.

•

Fault-related dip reversals can be seen on some offshore and onshore lines.

•

Down-to the basin faulting dominates the offshore lines.

•

The offshore dip sections (Figure 17) show a multiplicity of sedimentary and stratigraphic
features, particularly in the Upper Cretaceous section – progradational elements, up-dip pinch
out, up-dip stratigraphic wedge-out beneath unconformities, and lensoid sedimentary bodies.

•

Frequent faults affect the Lower Cretaceous offshore section and have produced abutments
against fault footwalls and promising dip reversals.

The poor data quality, combined with variation between the four surveys in the data package, make
reliable and detailed interpretation impossible. Examination of the raw data tapes will be necessary to
determine whether reprocessing will produce significant improvement. Obviously, the wet terrain
onshore and the very shallow offshore marine conditions have proved challenging in terms of good
data acquisition. However, sample paper copies of seismic lines supplied to the Company by GNPC
(and examined by the writer in Amman) show inexplicable velocity reversals in the velocity profile.
6.4

Maturation and source
Almost all the wells drilled onshore and offshore in the Tano Basin have encountered oil or gas shows.
The North and South Tano fields (discussed separately below) combined contain 124.9 mmb of light
oil in place (GNPC figures). There are numerous surface seeps (Figure 5) onshore and some of these
were exploited by shallow wells in the 1890s and early 1900s in the Nauli Ridge and Kobnaswaso
village areas. Active oil and gas kitchens are clearly operating on a regional scale. Studies have
identified rich source sequences in the Upper Cretaceous section. In particular, the near-shore to outer
shelf Santonian-Campanian shales are rich potential oil source rocks. The Middle and Upper Albian
section also contains marine organic assemblages and has good potential. The underlying
Kobnaswaso section is somewhat leaner, although with moderate potential, and frequently has land-
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derived organic material. Details of individual wells, where available, are given below, beginning with
the onshore area.
Robertson Research reports giving petroleum geochemical evaluation were available for the onshore
Gulf Oil wells and Ghancan 8 and Ghancan 11 wells.
Evidence from the onshore wells indicates low source potential throughout, with modest potential
recognized only in the Kobnaswaso-1 well. No mature source sequence has been identified in any
onshore well.
A number of geochemical reports are also available for some of the pertinent offshore wells
(Figure 7): NWT-1, CTS-1, Tano 1-1, Dana WT-1X, and for wells in the North and South Tano fields.
The deeper offshore section is mature for oil and gas generation. A number of notable results in these
reports are:
NWT-1 (Arco, 1989): Oil was recovered in the NWT-1 well in DST No.2 (2,550–2,590 ft) from early
Maastrichtian sandstones immediately below the Cretaceous-Tertiary unconformity. The oil had an
API gravity of 9.81 and a sulphur content of 1.2 per cent. by weight. The whole oil chromatogram
showed the oil to be degraded/weathered.
CTS-1 (Arco, 1989): This well was drilled to 14,986 ft and penetrated into Carboniferous rocks
unconformably overlain by Late Aptian sediments. Extracted hydrocarbons characteristics in the
section 9,450–9,850 ft suggest a locally migrated, moderately waxy oil generated from deltaic to
marginally marine source rocks in the Kobnaswaso Formation interval 9,900–10,900 ft. The oils may
have been enhanced by contributions from a more marine source.
TP-1 (Arco, 1989): the well drilled to a TD at 11,547 ft (– l1,431 ft). Oils extracted from Campanian
sediments at 7,569 ft, 7,970 ft and 8,000 ft represent an early mature waxy, locally migrated oil,
probably sourced from shallow marine Campanian sediments containing mixed land and marine
organic matter, with the former predominant.
Tano 1-1 (Volta Petroleum, 1970): The well discovered oil and gas in the Albian, but little information
is available at this time regarding source rock intervals in the well or hydrocarbon characteristics.
Dana WT-1X: (GH Geochemical Services report 2001). No stratigraphic or biostratigraphic details
are available for the well. Oil was sampled from the Upper Campanian interval 6,450–6,600 ft
(15–19ºAPI) in the well (the WT-2X well recovered oil from Upper Maastrichtian sands – GNPC).
The oil is judged to be strongly biodegraded by fresh water. This process may have started in the
Tertiary when the reservoir was not so deeply buried. The level of degradation is similar to that in
samples taken for comparison from the Ghancan-14 well and a Tano seep onshore. Comparison with
South Tano-7H oil samples (which is not biodegraded: see below) suggests that all these oils were
sourced from the Cenomanian-Turonian interval. Oils derived from this interval in the eastern
(WCTP) depocentre indicate a characteristic highly anoxic Cenomanian-Turonian facies, whereas
organic indicators suggest that the South Tano-7H and WT-1X oils are derived from a standard source
rock facies to the south or west. The Cenomanian-Turonian Oceanic Anoxic Event facies contains
marine algal, bacterial, and plant material deposited under anoxic conditions.
Maturation indices suggest the onset of oil generation (VRo 0.55 per cent.) at 8,500–9,000 ft in the
well with significant generation and expulsion at 12,000 ft (VR 0.72 per cent.).
North Tano Field: The discovery well for the field, Phillips North Tano 1N-1X, was drilled in 1980.
The well tested oil and gas from the top of the Kobnaswaso Formation (Mid-Lower Albian) and oil
from a lower zone. The uppermost Cretaceous and Tertiary sections are regarded as having the most
promising source rock qualities, although fair source rocks occur throughout the well section. GNPC
state the recoverable reserves in the North Tano Field as 1.1 mmbo (53.6 mmbo in place) and 73.0 bcf
gas (102 bcf in place).

172

South Tano Field: The field was discovered by the South Tano-1X well drilled by Phillips in 1978.
The Albian sediments at TD (12,000 ft) were found to be in the dry gas generation window. Oil and
gas were found in Upper Albian sandstones, immediately below the Top Albian unconformity. Oil
from a test in the uppermost Albian reservoir (6,716 ft) in the South Tano –7H well had an API gravity
of 30.4º, with low sulphur and no evidence of significant alteration or degradation. Generation of the
oil is judged to be from organically rich source rock containing mixed typeII/typeIII kerogens at early
to middle maturity. Detailed analysis indicates good correlation with basal Campanian to Cenomanian
source rocks, probably at a slightly higher level of maturity than measured in the South Tano-8 well.
The oil also correlates with the ST-8 oil stains mentioned above. Maturation modelling show that
maturity in the Upper Cretaceous section resulted largely as a result of burial during the Cenozoic. A
thickness of 3,401 ft (1,037 m) of Cenozoic sediments were penetrated by the South Tano-2X well.
Source rocks in the deeper off-structure areas may have generated oil by end-Eocene, although
significant oil generation probably followed as a result of Miocene burial following the late EoceneOligocene tectonic pulse. The VR maturation profile for the South Tano-8 well shows not apparent
breaks, although an increase of angle with respect to depth is apparent at the base of the Upper
Cretaceous. This suggests that the South Tano structure was not subjected to major phases of uplift
and erosion. The VR profile for the upper part of the well section does not extrapolate to the normal
surface intercept and indicates that some post-upper Miocene section is missing due to uplift and
erosion. GNPC state the recoverable reserves in the South Tano Field as 14.3 mmbo (71.3 mmbo in
place) and 120.0 bcf gas (182.2 bcf in place).
Offshore summary: The most logical derivation for the North Tano hydrocarbons is from the Albian
sequence, although few data on oil types are available to the company at this time. On the other hand,
the balance of evidence suggests derivation of the South Tano structure hydrocarbons from source
rocks in the Cenomanian to basal Campanian interval. The CTS-1 samples can be explained by
sourcing the oil from the Kobnaswaso Formation and the other samples taken from the other offshore
wells from younger source sequences.
In summary, there is evidence from the available offshore wells for active hydrocarbon
generation from several stratigraphic levels within both the Lower and Upper Cretaceous. In a
regional sense the Cenomanian-Turonian section may be the most important source section.
7.

Reservoirs

Wells in the Tano Basin have intersected significant thicknesses of sandstones in the Tertiary and Cretaceous
sections. In general terms the oldest sediments (Kobnaswaso Formation) penetrated in wells were deposited
in terrestrial environments and there was upward progression through transitional deltaic and paralic
conditions, with increasing marine influence, during the Lower Cretaceous. There were periods of marine
incursion during this gradual overall change, and also increasing marine influence away from the
palaeoshore. Open marine shelf conditions generally prevailed from late Albian – early Cenomanian time
onwards. The sediments reflect deposition in a rapidly subsiding basin following initiation of seafloor
spreading and transform movement.
The sediments and reservoirs of the Tano Basin reflect this pattern of increasing marine influence as well as
other factors such as diagenesis, burial depths and periods of tectonic activity, uplift and erosion. Sediment
provenance was from the high-grade metamorphic and acidic igneous terrane of the Precambrian craton to
the north.
The Aptian to late Albian sequence is composed of poorly sorted feldspathic litharenites and lithic arkoses,
with interbedded shales. The sediments are generally mineralogically immature and contain frequent lithic
fragments. There has been greater compaction in the older sediments, leading to grain suturing, together with
calcite and ferroan dolomite intergranular cementation, leading to occlusion of pore space. Of particular
importance, and crucial in terms of reservoir characteristics, is the presence of abundant authigenic clay
precipitation, largely chlorite and kaolinite with some illite, derived in part from in situ alteration of feldspar
grains. The net result is occlusion of porosity due to pore filling and blocking of pore throats.
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The overall reservoir quality of pre-late Albian sandstones is moderate to poor, as a result of the processes
listed above – namely, poor primary sorting, immature framework mineralogy and extensive mineral
diagenesis. The lithological complexity and authigenic clay content also make log analysis of these rocks
prone to error, and produce false indications of effective porosity on porosity logs. The authigenic clays are
also sensitive to drilling, completion and stimulation techniques since the clays can become mobile or
soluble in some conditions and further inhibit permeability. These factors, together with a degree of
structural complexity, are the reason that the South Tano and North Tano hydrocarbon accumulations remain
undeveloped. DSTs on the various offshore hydrocarbon zones within the Aptian-Albian section have had
unstable and diminishing flow rates.
Calculations for the oil and gas sands in the original Tano 1-1 well suggested permeabilities of <2mD. The
North Tano 1N-1X well encountered oil and gas in middle and lower Albian sandstones. A maximum but
unstable gas rate of 8.4 MMSCF/D and 1,400BOPD was achieved from different intervals. Poor porosity was
encountered in sandstones with shows lower in the section and these failed to flow. The NWT-1 well also
found disappointing permeability in the Aptian-?Albian, despite the prognosis of better reservoirs than those
in the North Tano region. DST-1 in lower Albian-Aptian sands in the well was unsuccessful and
permeabilities were estimated to be only up to 0.005mD. However, although the hydrocarbon-bearing Upper
Albian reservoir sands in the South Tano-1X well are absent in the -2X well due to erosion beneath the
Cenomanian unconformity, the well report records 29 per cent. of sandstone (137 net feet) in the Upper
Albian section with average porosity of 13 per cent. The main reservoir sandstones (net sand average
thickness 75 ft) in the field are categorized by GNPC as tidal ridge sandstones with average porosity of
16 per cent. and permeability of 27 mD. The combined recoverable reserves in the North and South Tano
fields, which are outside the Pan Andean agreement area, are given by GNPC as 15.4 mmbo and 193bcf gas.
The reserves of these fields give an indication of both the size and reservoir characteristics that might be
anticipated in any future Kobnaswaso sequence discovery on the Tano shelf, including the Pan Andean
acreage.
The succession from late Albian time onwards were deposited in varying water depths in generally open
marine conditions. Quartz grains are dominant, with increasing percentages up section of monocrystalline
grains, and decreasing amounts of feldspar and lithic fragments. These changes reflect an increasing amount
of winnowing in marine conditions and a slowing of depositional rate. The Cenomanian to Santonian
sediments are generally relatively well cemented, with carbonate cements, whereas the
post-Santonian sediments are commonly unconsolidated and have good intergranular porosity. As a result
the Campanian and Maastrichtian sands exhibit the best reservoir characteristics. In general, the carbonate
beds do not offer significant reservoir potential.
The NWT-1 well tested degraded oil from Campanian-Maastrichtian sands with good reservoir
characteristics. The TP-1 well also recorded excellent reservoir sandstones in the Turonian to Campanian
section.
The strata onshore are similar to those in the offshore wells but with a higher percentage of sandstones. Oil
shows and stains have been recorded in almost all the onshore wells Notably, shows were recorded in the
Kobnaswaso section, beneath the so-called ‘B” shale, in both the Kobnaswaso –1 and Bonyere-1 wells. The
shallow Ghancan wells demonstrate considerable facies variation, particularly in the Upper Cretaceous
section. There is also fresh-water invasion of the shallow reservoir sections. In Ghancan – 4, for example,
samples from Maastrichtian sands at 65.0–67.5 m had a Cl content of 600-700 ppm. Porous sands are
recorded in the Ghancan wells in the Albian – particularly in the Votano and Domini formations of the Gulf
Oil nomenclature. Sandstones in the underlying Kobnaswaso sequence are generally better cemented and
have lower porosity. Nevertheless oil shows are seen in the top of the sequence, below the ‘B’ Shale, where
porosity is developed e.g. Ghancan-14. As might be anticipated, shallow sand zones are generally water
flushed e.g. Fusion – 1X. However, some relatively shallow sand zones have low resistivity and this is
ascribed to the sands pinching out before outcrop and thus avoiding flushing from the surface (Ghancan-3
well report).
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8.

Prospectivity and Plays

8.1

Structural Traps
The principal structural features of the Tano Basin are:

8.2

•

Structure in the Tano Basin, both onshore and offshore, is fault-related.

•

Folding has not been observed on seismic surveys or at outcrop.

•

Known offshore oil occurrences are on NW- or WNW-trending complex faulted horsts, and
rely on sealing faults.

•

Several structural episodes punctuated the Aptian-Albian interval, followed by periods of
erosion.

•

Faults affecting the Upper Cretaceous are fewer in number and have less displacement, but are
nevertheless important.

Source rocks
•

Active oil and gas kitchens are clearly operating on a regional scale.

•

Studies have identified rich source sequences in the Upper Cretaceous section.

•

Cenomanian-Turonian anoxic sediments have probably acted as a major source interval, and
the Campanian-Maastrichtian has good source potential in some wells.

•

Source rock sections in wells on the Tano shelf are in the oil window, particularly in the deeper
off-structure areas.

•

Upper Cretaceous source rocks on the shelf probably entered the main oil generation phase in
mid-Cenozoic time.

•

Aptian-Albian source rocks tend to be leaner and are often gas prone.

•

The Aptian-Albian sequence in the offshore wells is often in the dry gas window.

Oil in the onshore wells and seeps is being generated in the offshore region – no significant mature
source section has been identified onshore. Oil from Upper Cretaceous source sequences migrated
shorewards and updip along the section. Approaching the structurally higher basin margin oil has
migrated down-section into Aptian-Albian sequence. The oil has migrated onshore into uplifted
Kobnaswaso rocks at the basin margin and has been biodegraded. The degree to which nearshore and
onshore faults have acted as barriers to migration or have facilitated oil movement and leakage is open
to question. Oil encountered in the lower Maastrichtian sands of the NWT-1 well has been degraded,
probably during a phase of Tertiary uplift.
8.3

Reservoirs and seal
Porous sandstones are recorded in the shallow onshore Ghancan well series in both the Upper and
Lower Cretaceous sections (Appendix B). There is little information regarding porosity values in the
deeper onshore Gulf Oil wells. Obvious problems with regard to the shallow section near the basin
margin are the seal effectiveness and biodegrading of the migrated oil. This problem also extends
offshore, as evidenced by the NWT-1 and WT-1X wells, and is probably related to phases of Tertiary
uplift as well as present-day ingress of fresh water into the reservoirs. Problems of seal and fresh water
invasion generally decrease with depth in the section. Considerable facies change is evident in the
onshore wells, making correlation of individual sand bodies difficult. The widespread transgressive
mid-Albian and Cenomanian-Turonian shale sections provide adequate seal for Albian sandstone
reservoirs. Problems relating to the immature nature of the Aptian – Albian sandstones have been
discussed above. In general, the uppermost sandstones of the Lower Cretaceous offer the best
potential. There is a thick onshore and nearshore sedimentary section with development of reservoir
sands.
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8.4

Plays
A range of plays and traps can be anticipated on the Agreement acreage:

9.

•

Faulted NW- or WNW-trending horsts at the Aptian-Albian level with reservoirs at Top
Kobnaswaso and Upper Albian levels

•

Smaller NNW- to N-trending fault horsts with up-dip seal against a WNW fault

•

Up-dip sealing faults and footwall abutments, with traps at Albian and younger stratigraphic
levels

•

Faulting and dip reversal of the post-Albian sequence

•

Drape in the post-Albian sequence over faulted horsts

•

Up-dip stratigraphic pinch-outs at both Aptian and Upper Cretaceous levels

•

Multiplicity of up-dip sedimentary pinch-outs and lensoid bodies on seismic sections

Conclusions and Recommendations

The initial interpretation of the main seismic surveys on the licence area using the SEG-Y data currently
being undertaken by the company should allow the more promising areas to be defined, despite the overall
poor data quality. Trial lines from the various surveys should then be assessed for re-processing. As discussed
above, this will require an examination of the original filed tapes in Accra, to determine the extent to which
recorded data has been lost during the original processing sequences. If the possibility of improvement is
indicated, then a phase of re-processing and re-interpretation will be required.
Unfortunately, none of the currently available seismic lines ties the offshore wells and at this time detailed
petrophysical studies would be of limited use. Only limited logs are available for the onshore deep Gulf Oil
wells to provide control for the onshore seismic interpretation. The GNPC should be approached to provide
the necessary linking seismic lines and more detailed well logs.
In the longer term, careful assessment will be required of acquisition methods and parameters for both the
onshore and offshore seismic surveys in order to effect an improvement of quality above that of the existing
data. The definition of structural targets will be of importance, but potential targets in the Kobnaswaso
Formation may present production problems. However, a discovery onshore would mitigate these.
Nevertheless, it is important for the company also to focus on stratigraphic targets with potential up-dip seal
in the potentially better reservoir sections in the Upper Cretaceous.
10.

Summary

•

Significant oil discoveries have been made in the deep offshore of the Tano Basin.

•

The Tano Basin extends northwards into the nearshore and onshore areas.

•

More than 3,250 m of Cretaceous-Cenozoic sediments proved by onshore drilling at the
coastline.

•

Numerous oil seeps onshore and live oil shows in the onshore wells.

•

Of the 28 onshore wells only one shallow hole has been drilled with seismic control.

•

No wells have been drilled in the nearshore portion of the basin.

•

Faulted horsts are potential targets at Aptian-Albian level, with reservoirs at Top Kobnaswaso
Formation and Upper Albian levels.

•

Up-dip sealing faults and footwall abutments, with traps at Albian or younger stratigraphic
levels.
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•

Up-dip stratigraphic pinch-outs at both Aptian and Upper Cretaceous levels.

•

Multiplicity of up-dip sedimentary pinch-outs and lensoid bodies are evident on seismic
sections, minimizing the risk of fresh water invasion.

•

The acreage has considerable and largely untested exploration potential for the discovery of
medium-sized oil fields.

11.
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FIGURE 1: CURRENT LICENCING MAP (REDRAWN FROM GNPC).
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FIGURE 2: LOCATION MAP OF SEISMIC LINES AVAILABLE TO PAN ANDEAN (After Naylor
& Fitzpatrick, 2010: From GNPC base maps).
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FIGURE 3: SKETCH MAP SHOWING MAJOR FRACTURE ZONES (FZ), SEDIMENT
THICKNESS, AND OCEANIC-CONTINENTAL CRUST BOUNDARY FOR THE GULF OF
GUINEA PROVINCE. Modified from Emery and Uchupi (1984) and MacGregor and others (2003),
after USGS, 2006.
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FIGURE 4: GENERALISED STRATIGRAPHY OF THE TANO BASIN (Modified after Bexandale
(1985).

181

FIGURE 5: SCHEMATIC CRETACEOUS STAGES IN THE MESOZOIC BREAKUP OF AFRICA
AND SOUTH AMERICA AND THE TECTONIC EVOLUTION OF THE EQUATORIAL
ATLANTIC, AND SHOWING THE APPROXIMATE LOCATION OF THE BOVÉ, BENIN, IVORY
COAST, KETA, SENEGAL, AND VOLTA BASINS AND THE BENUE TROUGH OF AFRICA
AND THE PARA-MARANHAO BASIN OF BRAZIL. A, Hauterivian, 125 Ma; B, early Albian, 110
Ma; C, late Albian, 100 Ma; D, Santonian, 85 Ma. Modified from Mascle and others (1988), after
USGS, 2006.
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FIGURE 6: RECENT DISCOVERIES AND PROSPECTS, OFFSHORE TANO BASIN (After Oil &
Gas Journal 2009).
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FIGURE 7: LOCATION OF WELLS DRILLED ON THE SHELF AND ONSHORE TANO BASIN
AND REFERENCED IN THE TEXT (After GNPC).

FIGURE 8: DIAGRAMMATIC REPRESENTATION OF PLAYS AND DISCOVERIES IN THE
TANO OFFSHORE BASIN.

184

FIGURE 9: MAP SHOWING THE LOCATION OF ONSHORE SHOWS AND SEEPS (After
Naylor & Fitzpatrick, 2010: From GNPC base maps).
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FIGURE 10: CORRELATION OF THREE DEEP ONSHORE WELLS DRILLED BY GULF OIL
(Based on Robertson Research 1997).
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FIGURE 11: ONSHORE GHANCAN WELL CORRELATIONS ACROSS THE NORTHEASTERN
TANO BASIN MARGIN (After PetroCanada well reports).
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FIGURE 12: NE-SW SECTION BETWEEN THREE OFFSHORE WELLS (Based on company well
reports).
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FIGURE 13: NORTH TANO DEPTH MAP (FEET): INTRA MID-ALBIAN (After Phillips
Petroleum).

FIGURE 14: GEOSEISMIC SECTION FROM THE NORTH TANO FIELD TO THE NORTHERN
BASIN MARGIN (From Naylor & Fitzpatrick after GNPC).
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FIGURE 15: FAULTS AND LINEAMENTS INTERPRETED FROM VARIOUS SOURCES (After
GNPC and Naylor & Fitzpatrick 2010).

FIGURE 16: ONSHORE SEISMIC LINE GNPC87-5 NORTH FROM BONYERE SHOWING
DOWN-TO-THE-BASIN MARGINAL FAULTS. (See Figure 2 for location).
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FIGURE 17: OFFSHORE DIP SEISMIC LINE ARTB88-17 (MOST OF WHICH LIES WITHIN
THE LICENCE AREA), SHOWING FAULTING AND A VARIETY OF STRATIGRAPHIC
FEATURES. (See Figure 2 for location).
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12.

Glossary

12.1 Reserves Classification
“Oil in place” is the total hydrocarbon content of an oil reservoir.
“Proven” reserves are those reserves which on the available evidence and taking into account
technical and economic factors have a better than 90 per cent. chance of being produced.
“Probable” reserves are those reserves which are not “proven” but which on the available evidence
and taking into account technical and economic factors have a better than 50 per cent. chance of being
produced.
“Possible” reserves are those reserves which are not “probable” but which on the available evidence
and taking into account technical and economic factors have a better than 10 per cent. chance of
being produced.
12.2 Terms
Acronym/Term

Meaning/Definition

barrel
bbl
bcf
boe

barrel(s) of liquid
barrel(s) of liquid
billions of cubic feet of gas
barrels of oil equivalent using a conversion rate of mscf of gas
per bbl of oil
barrels of oil equivalent per day
barrels of oil per day
barrels of water per day
liquid hydrocarbons which are sometimes produced with natural gas
and liquids derived from natural gas
million years
milidarcy
thousands and million respectively
standard cubic feet of gas per day
standard cubic feet of gas measured at 14.7 pounds per square inch
in 60 degrees Fahrenheit
stock tank barrel(s)
is the ratio of the volume of openings (voids) to the total volume of
material
is a measure of the ease with which fluids will flow though a porous
rock, sediment, or soil. Measurement unite is in milidarcy (mD)
A question mark in front indicates uncertain stratigraphic age

boepd
bopd
bwpd
Condensate
Ma
mD
m, mm
scfd
scf
stb
Porosity
Permeability
(?Upper Barremian)

12.3 International Stratigraphic Chart for the Cretaceous Period
After the International Commission on Stratigraphy 2008
Era

Period

Epoch

Age

Mesozoic

Cretaceous

Upper

Maastrichtian
Campanian
Santonian
Coniacian
Turonian
Cenomanian
Albian
Aptian
Barremian
Hauterivian
Valaanginian
Berriasian

Lower
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Age Ma
65.5 +– 0.3
70.6 +– 0.6
83.5 +– 0.7
85.8 +– 0.7
~ 88.6
93.6 +– 0.8
99.6 +– 0.9
112.0 +– 1.0
125.0 +– 1.0
130.0 +– 1.5
~ 133.9
140.2 +– 3.0
145.5 +– 4.0
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2.

List of Tables

Table 1: HI 52 Endeavour oil & gas production, April–June 2010.
Table 2: HI 52 daily oil & gas production, November 2010: Phoenix operations.
Table 3: HI 52 daily oil & gas production, November 2010: Gryphon operations.
Table 4: Eugene Island 255 Endeavour oil & gas production, April–June 2010.
Table 5: North Bob West Field Endeavour oil & gas production, April–July 2010.
3.

Executive Summary

This report contains an appraisal of the interests in the USA held by HyEx in the High Island 52, High Island
30L and Eugene Island 255 fields, offshore Gulf of Mexico, and the onshore North Bob West Field in Texas
(Figures 1–3). The Company also has a small interest in the Vrazel Lease, onshore Texas. This interest has
no value and no Report is required for the Vrazel Lease.
3.1

3.2

3.3

High Island 30L Field
•

This is a single platform field producing from Miocene sands within a NW-SE faulted anticline.

•

Current production of up to 35 barrels per day is from the # 2U well in which HyEx has a
67.87 per cent. working interest and a net revenue interest of 51.9 per cent.

•

The # 2U well can sustain production at current levels for a number of years.

•

There is exploration potential on the anticlinal structure and the field partners have identified
an undrilled prospect on the block that has the potential to hold 1.03 million barrels of oil and
2.03 billion cubic feet of gas.

•

HyEx is involved in ongoing litigation with the operator, Hunt Oil Company (“Hunt”).

High Island 52 Field
•

HyEx converted an original working interest in this field to royalty interests.

•

The field has two operators – Gryphon Exploration Co. (“Gryphon”), which was acquired by
Woodside Energy USA Inc. (“Woodside”), in the northeast (royalty rate to HyEx 1.9 per cent.)
and Phoenix Exploration Co. Lp (“Phoenix”) for the remainder of the field (royalty rate
2.15 per cent.).

•

Combined royalty income averaged about $70,000 per month in 2010.

•

Improved gas prices will be required to encourage expenditure by the operators to improve
existing production capacity and test the exploration potential of the property.

Eugene Island Field
•

This offshore Louisiana field is operated by Nexen Petroleum Offshore USA Inc. (“Nexen”)
and currently produces from the upper of two sand zones at a depth of almost 14,000 feet.
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3.4

3.5

4.

•

The HyEx royalty entitlement is 0.35 per cent. and this provides income at present product
prices of around $2,000 per month.

•

Total field production is averaging 11,000 barrels per month and a gradual decline can be
anticipated over the next 2–3 years.

North Bob West Field
•

The field is a north-south trending anticline lying beneath a water reservoir and is produced
from directionally drilled wells.

•

Production is from the Lower Wilcox Formation at depths between 5,000 ft and 12,000 ft.

•

HyEx has overriding royalty interests varying from 0.07 per cent. to 1.0 per cent. in various
producing units and wells within the field that currently provide a monthly income of around
$2,200.

•

The field has undeveloped reserves that the operator Crimson Exploration Inc. (“Crimson”)
will develop prudently as product prices allow and when current producing intervals become
uneconomic.

Summary of Oil and Gas Assets
License
expiry date

License area

Comments

Production

When the wells
stop producing

1,440 Acres 1
producing well

End of life field
No further
exploration
planned

1.91% Royalty
Interest

Production

When the wells
stop producing

3 producing
wells

No further
drilling planned
Production
reducing

Phoenix
Exploration
Company

2.15% Royalty
Interest

Production

When the wells
stop producing

1 producing
well

No further
drilling
planned.

Eugene Island
Block 255H

Nexen
Petroleum
Offshore
USA Inc.

.349980% Royalty
Interest

Production

When the wells
stop producing

1 producing
well

No further
drilling planned

North Bob West
Zapata County

Crimson
Exploration
Inc.

For Well Name and
Royalty see
Appendix 1

Production

When the wells
stop producing

16 producing
wells

No further
drilling planned

Asset

Operator

Interest (%)

Status

High Island 30L
Lease no M63547

Hunt Oil
Company

67.87% Working
Interest 51.9% Net
Revenue Interest

Gryphon Royalty
High Island 52

Gryphon
Exploration
Company

Phoenix Royalty
High Island 52

Introduction and Terms of Reference

On the instructions of Mr. D. Horgan, Chief Executive Officer of Persian Gold plc (“Persian Gold”), Carta
Design Limited (“Carta”) has prepared an Independent Competent Person’s Report compliant with the June
2009 Note for Mining and Oil & Gas Companies issued by the London Stock Exchange plc, (Alternative
Investment Market (AIM)). This report describes four petroleum interests owned by HyEx offshore in the
Gulf of Mexico and onshore in Texas, USA. The effective date of this report is 17 January 2011.
Persian Gold is a UK-incorporated exploration company that has exploration properties in Iran and Ghana.
Persian Gold and HyEx have agreed on the terms of a merger and are required to seek the approval of their
shareholders, a name change and the re-admission of the enlarged group. Persian Gold plc, on behalf of the
combined companies, is also raising additional capital by means of a share issue in order to advance their
plans for exploration and development of their joint Latin American and African projects. In view of these
intentions, this report is also addressed to the enlarged group’s nominated adviser, Shore Capital.
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4.1

Principal Sources of Information
In preparing this Report, the author reviewed both internal confidential reports and other sources of
data and information as provided by Hydrocarbon Exploration plc (“HyEx”). The following
documents and data, prepared, acquired and processed by Independent parties were viewed and used
in connection with this Report:
•

High Island 52W, HI 52#C-1 daily production tables. Gryphon (now Woodside).

•

High Island Block 52 #2 ST1 BP03 daily production tables.

•

Legal Opinions prepared by Terry Hogwood, Attorney-at-Law, Houston, USA, December
2010.

•

Pan Andean Resources Annual Reports.

•

Evaluation of Petroleum Interests of Endeavour Oil and Gas Inc. Quad Engineering Ltd.,
London. 2002.

•

Interview with management.

Carta understands that this Report may be used by Persian Gold for securities regulatory filings and
for exploration and development fundraising purposes on the Alternative Investment Market of the
London Stock Exchange (“AIM”), a subsidiary of the London Stock Exchange plc. This Report
describes the US assets’ technical and economic potential.
4.2

Site Visits
In view of the type of interests under consideration, a site visit was considered unnecessary.

4.3

Qualifications and Independence of Carta and the Author
Carta is an international geological consulting and related services company incorporated in Ireland
on 3 February 1989. Carta provides a wide range of geological, exploration and acreage assessment
services to the oil industry. The Company’s services are provided from offices located in Ireland.
Neither Carta nor the author are insiders, associates or affiliates of Persian Gold and none of the
directors, shareholders, or employees of Carta owns, directly or indirectly, any shares in Persian Gold
or HyEx, its parent or subsidiary and associated companies.
This report has been prepared by Dr. Munim Al-Rawi BSc, MSc, DIC, PhD, consulting geologist,
who has 10 years academic experience and over 28 years of experience in the oil industry with
extensive experience on Ireland and United Kingdom in Europe, Iraq, Iran, Jordan, Kuwait, Neutral
Zone, Bahrain, Qatar, Saudi Arabia, Oman, Syria and Yemen in the Middle East and Libya in North
Africa.
QUALIFICATIONS:
•

B.Sc. June 1965, Geology/Physics, College of Science, University of Baghdad, Iraq

•

M.Sc. July 1967, Petroleum Geology, Imperial College, University of London, U.K.

•

D.I.C. November 1967, Oil Technology, Imperial College, University of London, U.K.

•

Ph.D. September 1972, Petroleum Geology, Imperial College, University of London, U.K.

MEMBERSHIP OF PROFESSIONAL BODIES:
•

American Association of Petroleum Geologists, USA.

PROFESSIONAL EXPERIENCE:
1.

1972–1974, London, U.K. Exploration Geologist, Seagull Exploration. Contributed to UK
onshore exploration, North Sea Report and East Mediterranean Report.
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2.

1974–1982, Kuwait. Lecturer/Assistant Professor, Petroleum Geology, Kuwait University.

3.

1976–1982, Kuwait. Associated with Arab Petroleum Consultants and Organisation of Arab
Petroleum Exporting Countries (OAPEC) in consulting assignments.

4.

1982–1987, Dublin, Ireland. Senior Geologist, Petroconsultants Ltd. Contributed to
Petroconsultants International Field Records Project and other non-exclusive reports.

5.

1985–1986, Jeddah, Saudi Arabia. Visiting Professor, Petroleum Geology, King Abdulaziz
University.

6.

1987–1989, and 1990–1993, Leixlip, Ireland. Consultant Geologist, Middle East Oil and Gas
Fields. Contributed to Petroconsultants International Field Records Project and other nonexclusive reports.

7.

1989–1990, Al-Ain, Abu Dhabi, UAE. Visiting Professor, Desert & Marine Environment
Research Centre, UAE University.

8.

1993–1997, Amman, Jordan. Project Co-ordinator, EU/Jordan Co-operation Project in Science
and Technology. An assignment with Higher Education for Development Co-operation
(HEDCO), Dublin, Ireland, to implement the project in Jordan, which was funded by the
European Union.

9.

1997–Present, Director/Consultant Geologist, Carta Design Limited, Leixlip, Co. Kildare,
Ireland.

Dr. Al-Rawi has a demonstrated track record of undertaking technical assessments of licence holdings
and reserves, technical reports and independent feasibility evaluations to bankable standards on behalf
of exploration companies and financial institutions.
Neither Carta nor the author of this Report, their family members or associates, have any business
relationship, other than acting as an independent consultant, with Persian Gold nor any associated
company or company mentioned in this Report, which is likely to materially influence their
impartiality or create the perception that the credibility of the report could be compromised or biased
in any way. The views expressed herein are genuinely held and deemed independent of Persian Gold
plc.
Neither Carta nor the author of this Report, their family members or associates, have any financial
interest in the outcome of any transaction involving the properties considered in this Report, other
than the payment of normal professional fees for the work undertaken in preparation of the Report
which are based on a daily charge-out rate and reimbursement of expenses. The payment of such fees
is not dependent upon the content or the conclusions of either this Report, or any consequences of any
proposed transaction.
Persian Gold have accepted that the qualifications, expertise, experience, competence, membership of
appropriate professional bodies and professional reputation of Carta and the author are appropriate
and relevant for the preparation of this Report.
4.4

Disclaimer & Reliance on Other Experts
Exploration and well data were made available to the author by Persian Gold and are cited in this
Report. The author has assumed that all of the information and technical documents reviewed and
listed in the References and Bibliography section of this Report are accurate and complete in all
material aspects. While due care has been taken in the use of this information, the author has not
conducted any extensive independent investigation to verify the source data for completeness.
The information and conclusions contained in this Report are based on data and information available
to Carta and the author at the time of preparation of this Report and are subject to the assumptions,
conditions and qualifications set forth in this Report.
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Persian Gold has warranted that a full disclosure of all material information in its possession or
control has been made to Carta and the author. Persian Gold have also indemnified Carta and the
author against any claim arising out of the assignment to prepare this Report, except where the claim
arises as a result of any proven, wilful misconduct or negligence on the part of Carta or the author.
This indemnity is also applied to any consequential extension of work through queries, questions,
public hearings, or additional work required from Carta’s performance of the engagement.
Persian Gold has reviewed draft copies of the Report for factual errors.
Any changes made as a result of these reviews did not involve any alteration to the conclusions made;
hence, the statements and opinions expressed in this Report are given in good faith and in the belief
that such statements and opinions are not false and misleading at the date of the Report.
Carta reserves the right, but is not obligated, to revise this Report and conclusions therein if additional
information becomes known to Carta subsequent to the date of this Report.
4.5

No Material Change
Carta is not aware of any material change relating to matters covered by this Report since it was
compiled and we are not aware of any significant matters in connection with our evaluation that are
not covered by the Report, which might be of a material nature.

5.

Gulf of Mexico

HyEx operations in the USA are operated by its wholly owned subsidiary, Endeavour Oil & Gas Inc.
(“Endeavour”). The main source of revenue for the company is from the Gryphon and Phoenix royalties on
High Island 52 (“HI52”). Under instruction from Persian Gold, Carta has been asked to provide an appraisal
of interests in the High Island 52, 30L and Eugene Island 255 fields, offshore Gulf of Mexico, and the North
Bob West Field, onshore Texas (Figures 1–3). Legal Title Opinion has been reviewed and the ownership
interests in the properties verified.
Oil and Gas Assets
License
expiry date

License area

Comments

Production

When the wells
stop producing

1,440 Acres 1
producing well

End of life field
No further
exploration planned

1.91% Royalty
Interest

Production

When the wells
stop producing

3 producing
wells

No further drilling
planned
Production reducing

Phoenix
Exploration
Company

2.15% Royalty
Interest

Production

When the wells
stop producing

1 producing
well

No further drilling
planned

Eugene Island
Block 255H

Nexen
Petroleum
Offshore
USA Inc.

.349980% Royalty
Interest

Production

When the wells
stop producing

1 producing
well

No further drilling
planned

North Bob West
Zapata County

Crimson
Exploration
Inc.

For Well Name and
Royalty see
Appendix 1

Production

When the wells
stop producing

16 producing
wells

No further drilling
planned

Asset

Operator

Interest (%)

Status

High Island 30L
Lease no M63547

Hunt Oil
Company

67.87% Working
Interest 51.9% Net
Revenue Interest

Gryphon Royalty
High Island 52

Gryphon
Exploration
Company

Phoenix Royalty
High Island 52

5.1

High Island 30L (HI30L), Gulf of Mexico
HI30L is a single platform field in Texas state waters (Figure 1). HyEx has a 67.87 per cent. working
interest in this field which currently produces up to 35 barrels of oil per day. The leases were
originally acquired in the early 1970s by Kilroy Company of Texas (“Kilroy”). Kilroy drilled the
HI30L No 1 Well in June 1975 to a depth of 9,069 feet and found three Siphonina Davisi Sands, with
one being productive. Over the next 20 years Kilroy drilled a total of 8 wells on HI30L and HI31L,
with 5 wells being producers. To date, the field has produced more than 8.5 million barrels of oil and
7 billion cubic feet of gas.
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The hydrocarbons are entrapped within a NW-SE anticline (Figure 4) cut by three major NW-SE
trending faults downthrown to the northeast, producing two separate fault blocks. Displacements on
the faults vary from 100 ft to 320 ft. Seal is provided by faults abutment or by updip sand pinch out.
The productive sands are the A, B and C sands of the Miocene Siphonina Davisi Formation at depths
between 8,250 ft to 8,900 ft. The maximum total thickness of the three sands is 130 feet. The A sand
is mapped as shaling out to the southwest (Figure 4) and attains a thickness of 70 feet in the north.
The B sand has a maximum thickness of 20 feet in the northeast of the accumulation and shales out
to the south. The C sand increases in thickness from nil in the south to a maximum of 40 feet in the
northern area of the field.
In December 2006, Hunt, one of the partners in HI30L, drilled two successful wells in the adjoining
block HI31L. Hunt entered into a Production Handling Agreement, whereby Hunt pays a fee to pipe
their oil and gas to the HI30L platform. In addition, Hunt became operator of HI30L.
The oil, gas and water production from both HI30L and HI31L is separated and measured at HI30L.
The gas is piped directly to shore where it is sold to Kinder Morgan (“Kinder Morgan”) (Figure 5).
The oil is pumped into the 8-inch pipeline from HI30L to HI24, and from thence to shore where it is
sold to Plains Resources. The royalties and tax rates payable on the production from HI30L are
15.94 per cent.
In March 2008 HI30L came back into production at a rate up to 75 barrels per day. This has fallen
back to unstable levels currently ranging up to around 35 barrels per day. The current production is
from the #2U well in which HyEx has a 67.87 per cent. working interest and a net revenue interest of
51.9 per cent. The well can produce at the current levels for a number of years (the reserves of the
producing sand are discussed below). Because the current reservoir pressure is low, producing at
higher flow rates results in the movement of formation sand into the wellbore and then uphole into
the surface equipment. This shuts down the entire operation until the sand can be cleared out. The
exploration potential on the block was reviewed by the partners and an exploration prospect was
identified on the block that the operator estimates has the potential to contain 1.03 million barrels of
oil and 2.03 billion cubic feet of gas. No independent assessment of this prospect has been carried out
for the purpose of this report.
This field is the subject of a major piece of litigation. Consequently, whilst there is some oil
production and the Group has a substantial economic interest in the field, no income is being received.
In addition to production revenue the company is also due to receive a handling fee from Hunt to route
its production from its adjoining wells through the Group’s oil platform on this field. Whilst this
dispute is on-going, oil production on HI30L itself is low and Hunt is unwilling to commit to
exploration expenditure, despite the presence of a possible one million barrel exploration target on the
property. Hunt is suing for the payment of 62.9 per cent. of invoices unpaid by HyEx of
US$3.4 million, dating back to March 2007. This work was apparently carried out without obtaining
the approval of HyEx. This, and other related and complex arguments, forms the basis of the litigation.
The Directors have informed Carta that the case will now be heard sometime in 2011. Carta is not
qualified to judge the outcome of this action.
Oil & Gas Reserves
Contingent Resources
all figures in bbls
Oil

Low
Estimate

Gross
Best
Estimate

High
Estimate

Net Attributable
Low
Best
High
Estimate Estimate Estimate Risk Factor

HI30L
Total oil

265,000
265,000

265,000
265,000

265,000
265,000

137,535
137,535

137,535
137,535

Operator

137,535 Not quantifiable Hunt Oil
137,535

Source: Hunt Oil Company

The gross total oil reserves (prepared by Hunt to the Society of Petroleum Engineers (SPE) standards)
are derived directly from the operator (late 2007 calculation, less production since that time) and no
independent verification has been carried out. The figures relate to the Siphonina Davisi A sand and
no further reserves are attributed to the B and C sands from the current well locations. At the time that
the reserve estimate was made these were considered by the operator to be proven reserves. However,
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a number of factors have arisen since that time that impact this categorization. At the present
production levels and oil prices the platform is operating at a loss, estimated at $17,000 per month.
The field will need to produce in excess of 900 bbls per month (depending on product price) for the
operation to move into profit. Given the low reservoir pressure and sand production problems there is
no certainty that the #2U well could sustain these production levels over any significant period. It is
possible that further investment in the current facilities and, for example, in the instigation of a local
water flood – production could be increased above the required 900 bbls per month level, but there
must be a high level of doubt (leaving aside the litigation aspect) that the current partners will be
willing to commit significant funds into a declining field. For these reasons the reserves are now
considered to fall into the contingent category. Furthermore, in view of the uncertainty concerning the
outcome of the ongoing litigation the risk factor is high and unquantifiable and it is therefore not
prudent to attribute any value to the reserves.
With regard to the identified exploration prospect on the acreage, the cost of drilling and completing
an exploratory well were estimated by the operator (end 2007) at $10MM. In view of the current
litigation process, the geological uncertainties and factors such as future product price, the risk factors
related to the drilling of the prospect are both high and uncertain. As a result it is not possible to
categorise these as Contingent Resources and no value is attributed to them.
Obligatory closure costs (net to the company) are estimated at $1,000,000. However, the operator has
a considerable interest in maintaining the platform since production from the adjoining HI31L field
is through the HI30L platform. This will defer the abandonment of the platform until production from
HI31L ceases.
As a result of the factors discussed above no net present value to HyEx can reliably be attributed with
respect to the HI30L field.
5.2

High Island 52
The HI52 field, which consists of 6 offshore continental shelf leases, is located in federal waters east
of the HI30L platform. The field was discovered in 1959 by Standard Oil of Texas (“Standard”) and
the leases cover all of Block 52 and a portion of Block 53. Pan Andean Resources (now “HyEx”)
acquired a 28.5 per cent. working interest in the field in 2000, and this was increased to 50 per cent.
over the next few years. Production is from a number of individual oil and gas sands, with separate
oil and gas/water contacts.
In 2000, lease number 508, located in the northeast quarter of 52 was farmed out to Gryphon, who
was subsequently acquired by Woodside, an Australian company in September 2005. In November
2006 the balance of the block was farmed out to Phoenix, a US company. As a result this field has two
operators, Gryphon (now Woodside) and Phoenix.
HyEx is entitled to a royalty income but has no control over the running of the wells, of which there
are four, which produce natural gas and a lower level of oil. The exploration potential of the field was
confirmed by Gryphon who drilled three discovery wells into separate segments of a deeper
section below the previous producing intervals, and these are currently on production (wells C1 to
C3). The current royalty rate from Gryphon is 1.9 per cent. Phoenix has also identified a deep prospect
on the block but have no plans to drill at the moment. The current royalty rate for Phoenix is
2.15 per cent. HyEx (Endeavour) will receive a 2.15 per cent. royalty from all future wells to be drilled
by Phoenix. The combined field production is about 13 million cubic feet of gas per day, which is sold
at around US$4.50, compared with a price of around US$12 up to the summer of 2008.
Oil and gas production from this field has declined rapidly recently compared with previous years.
This reduction in volume is related to the low gas price in the US rather than any sudden drop in well
pressure. Any increase in the selling price of gas would encourage Gryphon to spend money repairing
two presently closed wells and increase production. Whilst there is an overall small decline in
pressure, the field should remain productive for several more years. Daily volume production graphs
for the period from 2001 are given in Figures 6–8 for the C-1, C-2 and C-3 wells that tap different
sectors in the Gryphon (Woodside) operated portion of the field. These show a gradual and natural
decline over the period.
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Table 1: HI 52 Endeavour oil & gas production, April–June 2010.

Oil Production (barrels)
Oil Price ($)
Oil Income ($)
Gas Production (m cu ft)
Gas Price ($)
Gas Income ($)
Total Monthly Royalty Income ($)

April

May

June

Average

154
84.63
13,033
13,658
4.67
63,717
–––––––
76,750

148
75.43
11,163
11,850
5.16
61,094
–––––––
72,257

95
77.45
7,358
10,385
5.57
57,817
–––––––
68,335

132
79.68
10,518
11,964
5.09
60,876
–––––––
71,394

–––––––

–––––––

–––––––

–––––––

Oil and gas production accruing to the company’s interest in the Second Quarter 2010 (Table 1)
averaged 132 barrels per month (bbls/month) to give an average income of US$10,518/month, whilst
gas production in the same period was 11,964 thousand cubic feet per month (m cu ft/per month), for
an average monthly income of US$60,876. More recent daily production records for the field are
shown on the Tables 2 (Phoenix) and 3 (Gryphon: C3 well).
Table 2: High Island 52: Daily production November 2010; Phoenix operations
DATE

GAS
Mcfd

OIL
Bopd

WATER
Bwpd

GCUM
Mcf

OCUM
Bo

WCUM
Bw

02/11/2010
03/11/2010
04/11/2010
05/11/2010
06/11/2010
07/11/2010
08/11/2010
09/11/2010
10/11/2010
11/11/2010
12/11/2010
13/11/2010
14/11/2010
15/11/2010
16/11/2010
17/11/2010
18/11/2010
19/11/2010
20/11/2010
21/11/2010
22/11/2010
23/11/2010
24/11/2010
25/11/2010
26/11/2010
27/11/2010
28/11/2010
29/11/2010
30/11/2010
01/12/2010
02/12/2010
DAILY AVERAGE

2,144
2,144
2,240
2,235
2,295
2,260
2,227
2,210
2,210
2,073
2,073
2,073
2,207
2,146
2,146
2,135
2,072
2,060
2,090
2,085
1,977
1,920
1,920
1,941
1,941
1,934
1,934
1,781
1,781
2,093
0
2,073

2
0
3
0
2
0
3
0
0
4
0
0
3
1
0
0
5
0
1
0
2
1
0
5
0
0
0
1
0
0
0
1

6.00
0.00
0.00
0.00
0.00
0.00
1.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
1.00
0.00
0.00
0.00
0.00
0.00
0.00
1.00
0.00
3.00
0.00
2.00
0.00
2.00
0.00
1

2,144
4,288
6,528
8,763
11,058
13,318
15,545
17,755
19,965
22,038
24,111
26,184
28,391
30,537
32,683
34,818
36,890
38,950
41,040
43,125
45,102
47,022
48,942
50,883
52,824
54,758
56,692
58,473
60,254
62,347
62,347

2
2
5
5
7
7
10
10
10
14
14
14
17
18
18
18
23
23
24
24
26
27
27
32
32
32
32
33
33
33
33

6
6
6
6
6
6
7
7
7
7
7
7
7
7
7
7
8
8
8
8
8
8
8
9
9
12
12
14
14
16
16
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Table 3: High Island 52: Daily production November 2010; Gryphon operations
HIGH ISLAND 52 W
HI 52 #C-3
DATE
01/11/2010
02/11/2010
03/11/2010
04/11/2010
05/11/2010
06/11/2010
07/11/2010
08/11/2010
09/11/2010
10/11/2010
11/11/2010
12/11/2010
13/11/2010
14/11/2010
15/11/2010
16/11/2010
17/11/2010
18/11/2010
19/11/2010
20/11/2010
21/11/2010
22/11/2010
23/11/2010
24/11/2010
25/11/2010
26/11/2010
27/11/2010

GAS
Mcfd

OIL
Bopd

WATER
Bwpd

GCUM
Mcf

OCUM
Bo

WCUM
Bw

11,489
11,474
11,473
11,500
11,449
11,961
11,478
11,295
11,451
11,430
11,345
11,365
11,274
11,241
11,269
11,232
11,259
11,234
11,242
11,224
11,218
11,218
11,218
11,218
11,218
11,218
11,218

189
181
192
190
188
191
180
227
171
179
174
164
182
180
170
171
117
112
110
108
108
108
108
108
108
108
108

64.00
71.00
74.00
74.00
73.00
78.00
77.00
27.00
65.00
77.00
79.00
85.00
91.00
88.00
88.00
89.00
88.00
90.00
92.00
88.00
92.00
92.00
92.00
92.00
92.00
92.00
92.00

28,602,430
28,613,904
28,625,377
28,636,877
28,648,326
28,660,287
28,671,765
28,683,060
28,694,511
28,705,941
28,717,286
28,728,651
28,739,925
28,751,166
28,762,435
28,773,667
28,784,926
28,796,160
28,807,402
28,818,626
28,829,844
28,841,062
28,852,280
28,863,498
28,874,716
28,885,934
28,897,152

437,577
437,758
437,950
438,140
438,328
438,519
438,699
438,926
439,097
439,276
439,450
439,614
439,796
439,976
440,146
440,317
440,434
440,546
440,656
440,764
440,872
440,980
441,088
441,196
441,304
441,412
441,520

71,947
72,018
72,092
72,166
72,239
72,317
72,394
72,421
72,486
72,563
72,642
72,727
72,818
72,906
72,994
73,083
73,171
73,261
73,353
73,441
73,533
73,625
73,717
73,809
73,901
73,993
74,085

Although some stability has been evident in US gas prices, there is no evidence to support a rapid
price rise. Hence royalty income is likely to remain at current levels in the short to medium term.
The field has further exploration potential but the US gas price would need to increase significantly
for it to become economically sensible to restart exploration, and as the HyEx are only beneficiaries
of royalty payments, the company is in no position to demand that exploration re-commence. Because
of the small royalty interest, also, the Company is not entitled to full technical information from the
operators and cannot therefore make an independent assessment of reserves. The available decline
curves suggest that the current production can be sustained over the next 2–3 years at least, although
levels of production will be price dependent. Successful deep drilling by Gryphon suggests that the
block also has further exploration potential.
5.3

Eugene Island 255
The lease, covering the southern half of block 255, offshore Louisiana, is operated by Nexen. Well EI255-A4, drilled by the previous operator Forest Oil Corporation (“Forest”) in 1990, produces from the
Bul 1 sandstone. Two zones were originally perforated and the well first produced from the lower zone
at 13,952 ft to 13,999 ft. The upper zone, 13,854 ft to 13,917 ft was added by opening a sliding sleeve
in June 2000. The lower zone was shut-in March 2001 due to water breakthrough.
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This is a producing oil well, but HyEx’s royalty entitlement is only 0.35 per cent. Volumes for the
Second Quarter 2010, which appear to be reasonably consistent, are set out below (Table 4).
Table 4: Second Quarter 2010 oil & gas production, Eugene Island 255

Oil Production (barrels)
Oil Price ($)
Oil Income ($)
Gas Production (m cu ft)
Gas Price ($)
Gas Income ($)
Miscellaneous Income
Total Monthly Royalty Income ($)

April

May

June

Average

36.01
81.58
2,937.30
8.97
5.18
46.47
–
––––––––
2,983.77

42.18
56.25
2,372.26
15.39
3.94
60.68
43.06
––––––––
2,476.00

39.21
75.14
2,946.08
12.99
4.72
61.33
–
––––––––
3,007.41

39.13
70.33
2,751.88
12.45
4.51
56.16
–
––––––––
2,808.04

––––––––

––––––––

––––––––

––––––––

The volumes relate only to the company’s share of the well’s output – this is averaging 11,000 barrels
a month. Product prices in the second Quarter were less than current levels and provide a reasonable
and conservative view of the revenue stream. Production can be anticipated to decline gradually over
the next 2–3 years, although the risk of water breakthrough, as occurred in the lower zone, is a danger.
Because of the small royalty entitlement in this field, HyEx is not provided with full technical
information and it is not possible, therefore, to make an independent assessment of remaining
reserves.
6.

Onshore Texas

6.1

North Bob West Field, Zapata County, Texas
The North Bob West Field is located within a 1,900 acre tract on the Texas-Mexico border beneath
the Falcon Lake reservoir. The wells are directionally drilled from the lakeshore to a physical location
beneath the lake. The shorter directional wells have already been drilled/developed under the lake
while the longer directional drilled wells await future development. The initial Operator Trans Texas
Inc. (“TransTexas”) was unsuccessful in its attempt to unitize both the shallow and deep rights with
the current royalty and Over Riding Royalty Interest (“ORRI”) partners. Due to this failure, the wells
must be produced separately beginning with the shallow formations first followed sequentially with
the deeper formations. This will take considerable time to extract the gas reserves.
The field was discovered in 1994 by TransTexas. Endeavour holds royalty interests of between
0.07 per cent. and 1.0 per cent. in the various producing units and individual wells. The field is a
north-south trending anticlinal feature and the hydrocarbons are trapped in both upthrown and
downthrown blocks on two regional growth faults. The wells produce from the Lopeto and Roleta
sands within the Lower Wilcox Formation at depths between 5,000 ft and 12,000 ft.
During 2008, El Paso Exploration & Production Company (“L.P.”), (subsequent Operator after
TransTexas) sold thirteen (13) wells of the sixteen (16) wells to Crimson. Crimson has plans to drill
and develop all remaining undeveloped reserves that are economically viable and has completed a
new geological study, but low natural gas prices have delayed any new development plans.
Endeavour has an overriding royalty interest in the field area (with certain depth limitations applied
in specific areas) and pays no costs associated with the development of the North Bob West Field. As
a result, however, it cannot provide a definitive timetable whereby additional behind pipe completions
or additional drilling activities will take place. Endeavour believes the operator (Crimson) will be
prudent in its plans to complete behind pipe reserves in the existing wells only after the current
completion intervals become non-commercial. There are currently sixteen (16) wells producing
approximately 1.376 million cubic ft per day as of 1 July 2009.
Production accruing to the HyEx interest over a four month period in mid-year were (Table 5):
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Table 5: North Bob West Field Endeavour oil & gas production, April–July 2010.
April

May

June

July

Average

0.97
83.15
80.66
558
4.22
2,357.31
––––––––
Total Monthly Royalty Income ($) 2,437.97

0.17
72.59
12.34
575
3.81
2,193.07
––––––––
2,205.41

–
–
–
522
3.73
1,946.66
––––––––
1,946.66

–
–
–
573
4.34
2,486.42
––––––––
2,486.42

–
–
–
557
4.03
2,245.86
––––––––
2,245.86

Oil Production (barrels)
Oil Price ($)
Oil Income ($)
Gas Production (m cu ft)
Gas Price ($)
Gas Income ($)

–––––––– –––––––– –––––––– –––––––– ––––––––

The amounts are received 2 months in arrears.
Because of the limitations placed on field development by its geographic location and the fact that the
field is not unitized, production of the remaining reserves will be incremental over a prolonged period
and will also be price controlled to some extent. The small royalty interests held by HyEx do not
entitle the company to receive full technical information and an independent assessment of remaining
field reserves is not possible.
7.

Conclusions

The main source of revenue for HyEx in the USA is from the Gryphon and Phoenix royalties on High Island
52. Due to the ongoing legal dispute with Hunt no income is being received from High Island 30L. Both
these fields have further exploration potential with the possibility for prolonging the revenue stream. The
small revenue interests and incomes in the Eugene Island and North Bob West fields are from producing
reservoirs with declining production, although North Bob West has probable further undeveloped reserves.
Appendix 1:
Well Name

Royalty

Alvarez Gas unit 1
Alvarez Gas unit 2
Falcon Gas Unit 1
Palmyra16-C
USA Gas Unit#2 41ST
PalmyraB 1
Palmyra 2
Palmyra 4
Palmyra 5
Alvarez Gas Unit
Palmyra 7
Palmyra 8
Palmyra 9
Palmyra 10
Palmyra 11
Palmyra 13

.977578%
.977578%
.5148%
1%
.21951%
1%
1%
1%
1%
.977578%
1%
1%
1%
1%
1%
1%
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FIGURE 1: LOCATION OF THE HIGH ISLAND FIELD (after Hunt Oil Co.).

FIGURE 2: LOCATION OF THE HIGH ISLAND 30L & EUGENE ISLAND (after Keljor
Group, LLC).
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FIGURE 3: LOCATION OF NORTH BOB WEST FIELD (after Keljor Group, LLC).

FIGURE 4: STRUCTURE CONTOURS ON THE A SAND, HIGH ISLAND 30-L (after Hunt
Oil Co.).
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FIGURE 5: OIL & GAS TREATMENT AND PIPELINE TO SHORE, HIGH ISLAND 30L (after
Hunt Oil Co.).

FIGURE 6: DAILY PRODUCTION GRAPH FOR THE C-1 WELL 2001–2010 (after Woodside
Energy USA Inc.)
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FIGURE 7: DAILY PRODUCTION GRAPH FOR THE C-2 WELL 2001–2010 (after Woodside
Energy USA Inc.).

FIGURE 8: DAILY PRODUCTION GRAPH FOR THE C-3 WELL 2001–2010 (after Woodside
Energy USA Inc.)
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8.

Glossary

8.1

Reserves Classification
“Oil in place” is the total hydrocarbon content of an oil reservoir.
“Proven” reserves are those reserves which on the available evidence and taking into account
technical and economic factors have a better than 90 per cent. chance of being produced.
“Probable” reserves are those reserves which are not “proven” but which on the available evidence
and taking into account technical and economic factors have a better than 50 per cent. chance of being
produced.
“Possible” reserves are those reserves which are not “probable” but which on the available evidence
and taking into account technical and economic factors have a better than 10 per cent. chance of
being produced.
“Contingent Resources” are those quantities of petroleum which are estimated, on a given date, to
be potentially recoverable from known accumulations, but which are not currently considered to be
commercially recoverable.
“Prospective Resources” are those quantities of petroleum which are estimated, on a given date, to
be potentially recoverable from undiscovered accumulations.

8.2

Terms
Acronym/Term

Meaning/Definition

barrel
bbl
bcf
boe

barrel(s) of liquid
barrel(s) of liquid
billions of cubic feet of gas
barrels of oil equivalent using a conversion rate of mscf of gas per
bbl of oil
barrels of oil equivalent per day
barrels of oil per day
barrels of water per day
liquid hydrocarbons which are sometimes produced with natural
gas and liquids derived from natural gas
million years
milidarcy
thousands and million respectively
standard cubic feet of gas per day
standard cubic feet of gas measured at 14.7 pounds per square inch
in 60 degrees Fahrenheit
stock tank barrel(s)
is the ratio of the volume of openings (voids) to the total volume of
material
is a measure of the ease with which fluids will flow though a porous
rock, sediment, or soil. Measurement unite is in milidarcy (mD)

boepd
bopd
bwpd
Condensate
Ma
mD
m, mm
scfd
scf
stb
Porosity
Permeability

9.

Date and Signature Page

The effective date of this technical report is 17 January 2011.
The Qualified Person in Carta responsible for the preparation of all sections of this report is Dr. Munim
Al-Rawi.
This Report has been subject to an internal review within Carta, conducted by Mark J. Fitzpatrick
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Qualifications:
•

B.A. Nat. Sci. 1981. Geology. Trinity College, Dublin, Ireland.

•

M.Sc. 1984. Geology. University of Calgary, Alberta, Canada.

Fellow of the Society of Economic Geologists.
Mr. Fitzpatrick specialises in structural geology and remote sensing and has 23 years of work experience in
exploration consultancy and project management in Latin America, North America, Europe, Middle East and
Asia. He has worked in a professional capacity on many exploration projects with Carta since 2000.
The undersigned, Dr. Munim Al-Rawi, contributed to all sections of this Technical Report, titled
“COMPETENT PERSON’S REPORT ON PETROLEUM PROPERTIES OFFSHORE GULF OF MEXICO
AND ONSHORE TEXAS, USA FOR PERSIAN GOLD” with an effective date of 17 January 2011. The
format and content of the Report are intended to conform to the London Stock Exchange, Alternative
Investment Market’s “Note for Mining and Oil & Gas Companies – June 2009”.

Signed,
Dr. Munim Al-Rawi
10.

Qualified Persons’ Certificate

1.

I have read the definition of a “Competent Person” as set out in the “Note for Mining, Oil and Gas
Companies”, of June 2009 prepared by the AIM regulators, and certify that by reason of my
education, experience in petroleum exploration and my affiliation with a professional association, I
fulfil the requirements to be a “Competent Person” for the purpose of preparing this Competent
Person’s Report.

2.

I am responsible for writing all sections of this independent technical review report.

3.

As of the date of this certificate, to the best of the qualified person’s knowledge, information and
belief, the technical report contains all scientific and technical information that is required to be
disclosed to make the technical report not misleading.

4.

I am independent of Persian Gold and HyEx applying all of the standard tests of independence.

5.

I have read the “Note for Mining, Oil and Gas Companies”, of June 2009 prepared by the AIM
regulators and this Report has been prepared in compliance with the minimum content requirements
of a Competent Persons Report as set out in Appendix 2 of their Note.

Dated: 17 January 2011
Dr. Munim Al-Rawi
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Santa Cruz 4 February 2011
Persian Gold plc
20-22 Bedford Row, London, WCIR 4JS
Shore Capital & Corporate Limited
Bond Street House, 14 Clifford Street, London WIS 4JU
Shore Capital Stockbrokers Limited
The Corn Exchange, Fenwick Street, Liverpool L2 7RB
For the attention of:
David Horgan, Managing Director
Our company Servolab Srl, has been contracted by Persian Gold plc to produce a Competent Persons Report
(CPR) for the El Dorado and Monteagudo Fields in Bolivia as requested by the company´s nomitated
adviser Shore Capital & Corporate Limited and broker Shore Capital Stockbrokers Limited.
It is proposed that the Report will be published in an admission document in connection with the Persian
Gold plc’s admission to AIM. Therefore, the Report is prepared in accordance with the Guidance Note for
Mining and Oil & Gas Companies issued by the London Stock Exchange in June 2009.
The Report, which this letter introduces, should be referred to in its entirety for the full description of each
asset and associated material liabilities, the data available to us, our evaluation methods, and our
qualifications.
Servolab is pleased to certify the following:
•

That Servolab is duly registered as a Consulting Oil Services Company under Bolivian legislation, and
is a member in good standing of the Society of Petroleum Engineers (SPE), Bolivian Chapter. Also
we certify that our team is composed of well qualified experienced professionals in the oil industry.
Every professional is in good standing, and a registered as a member of the Bolivian Society of
Engineers (Sociedad de Ingenieros de Bolivia – SIB);

•

Our company and each participating professional has more than five years of talented experience,
estimation, assessment and evaluation of the hydrocarbon fields in consideration; El Dorado has
continuous sandstones gas condensate reservoirs, and the Monteagudo field has a deep gas prospect
which is mega stratigraphic lenticular sand type;

•

That we have reviewed information contained elsewhere in the Admission Document which relates to
information contained in the Report and confirm that the information presented therein has been
extracted directly from the Report in a manner which is not misleading, is accurate and provides a
balanced and complete view which is not inconsistent with the Report;

•

We confirm that there has been no material change relating to the matters covered by this Report since
it was compiled and we are not aware of any significant matters in connection with our evaluation that
are not covered by the Report which might be of a material nature;

•

Servolab Srl. is independent of Persian Gold plc, Hydrocarbon Exploration plc, their respective
subsidiary companies, directors, senior management and advisers. Our company is not being
remunarated by a way of fee linked to the admission or value of Persian Gold plc; and
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•

Our company Servolab Srl. is not a sole practitioner entity.

Sincerely,

Roberto Tapia
Servolab Srl.
President
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Santa Cruz 4 February 2011
Persian Gold plc
20-22 Bedford Row, London, WCIR 4JS
Shore Capital & Corporate Limited &
Bond Street House, 14 Clifford Street, London WIS 4JU
Shore Capital Stockbrokers Limited
The Corn Exchange, Fenwick Street, Liverpool L2 7RB
For the attention of:
David Horgan, Managing Director
We are pleased to submit the Servolab Srl. report on El Dorado and Monteagudo Fields. This report contains
mainly:
•

Block Overview,

•

Geology,

•

Reservoir and Petrophysical Characterization,

•

Production History,

•

Hydrocarbon Reserves,

•

Economic Analysis,

•

Illustrations.

We believe this report summarizes the important issues that Persian Gold plc and Hydrocarbon Exploration
plc need to consider in relation to the El Dorado and Monteagudo Fields. The Report has been produced by
experienced and competent professionals, who have a deep knowledge of the fields in consideration.
In the case of the Monteagudo Field, we have analyzed the Monteagudo deep (lower Devonian) play due to
the importance it has for the ongoing business of Persian Gold plc and Hydrocarbon Exploration plc.
Sincerely,

Roberto Tapia
Servolab Srl.
President
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COMPETENT PERSON’S REPORT ON THE EL DORADO
AND MONTEAGUDO OIL AND GAS FIELDS LOCATED
IN THE CHACO BASIN IN THE REPUBLIC OF BOLIVIA,
SOUTH AMERICA
FOR
PERSIAN GOLD PLC
HYDROCARBON EXPLORATION PLC
AND
SHORE CAPITAL & CORPORATE LIMITED AND SHORE
CAPITAL STOCKBROKERS LIMITED
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SUMMARY OF RESERVES AND RESOURCES BY STATUS

all figures in bbls BCF

GROSS
RESERVOIR
PROVED

PROVED+

PROBABLE

PROBABLE+

PROVED

PROVED+

PROVED+

PROBABLE

PROBABLE+

POSSIBLE

OIL /LIQUID RESERVES

POSSIBLE

UP. DEVONIAN NORTH

349.800

2.063.600

6.023.600

34.980

206.360

602.360 CHACO-YPFB S.A.

UP. DEVONIAN SOUTH

1.043.236

2.700.139

3.866.109

104.324

270.014

386.611

TOTAL FOR OIL & LIQUID
GAS RESERVES PER ASSET

OPERATOR

NET ATTRIBUTABLE

PROVED+

1.393.036

4.763.739

9.889.709

139.304

476.374

988.971

UP. DEVONIAN NORTH

15,9

93,8

273,8

1,59

9,38

27,38

UP. DEVONIAN SOUTH

34

88

126

3,40

8,80

12,60

49,9

181,8

399,8

4,99

18,18

39,98

TOTAL FOR GAS

bbls-barrels
BCF- Billion cubic feet
MONTEAGUDO FIELD

SUMMARY OF RESERVES AND RESOURCES BY STATUS
GROSS

all figures in bbls BCF
RESERVOIR
Cretaceous,
Permian.Triassic,
Carboniferous, FM's

PROVED

NET ATTRIBUTABLE

PROVED+

PROVED+

PROBABLE

PROBABLE+

PROVED

PROVED+

PROBABLE

PROBABLE+

POSSIBLE

OIL /LIQUID RESERVES

662000

909.000

937.000

6,9

7,3

21,3

OIL /LIQUID RESERVES

0

11,6

42,6

GAS RESERVES

0

0,58

2,13

OPERATOR

PROVED+

POSSIBLE

198.600

272.700

281.100

TOTAL FOR OIL & LIQUID
GAS RESERVES PER ASSET
DEEP WELL (DEVONIAN) *

2,07

2,19

6,39

0

0,48

12,78

0,00

0,174

0,639

Huamampampa &
Santa Rosa

bbls-barrels
BCF- Billion cubic feet

* Potential Reserves in Monteagudo Deep Devonian Reservoir
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Date

01/01/2008
01/02/2008
01/03/2008
01/04/2008
01/05/2008
01/06/2008
01/07/2008
01/08/2008
01/09/2008
01/10/2008
01/11/2008
01/12/2008
01/01/2009
01/02/2009
01/03/2009
01/04/2009
01/05/2009
01/06/2009
01/07/2009
01/08/2009
01/09/2009
01/10/2009
01/11/2009
01/12/2009
01/01/2010
01/02/2010
01/03/2010
01/04/2010
01/05/2010
01/06/2010
01/07/2010

Oil Rate
(Calendar
Days) bbl/d
20.74
0
8.52
0
0
0
0
0
0
0
0
0
0
0
0
4.4
269
305.43
277.06
271.26
267.57
244.45
251.4
183.26
0
150.25
232.65
233.67
233.13
227.73
226.03

Gas Rate
(Calendar
Days) Mcf/d
595.81
0
417.87
0
0
0
0
0
0
0
0
0
0
0
0
413.73
10555.29
11629.67
11720.97
11350.23
11064.1
10345.71
10507.83
7719.35
0
6344.29
9793.97
10252.07
10063.1
9708.1
9433.39
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Water Rate
Water Cut
(Calendar
(per Well)
Days) bbl/d
%
1.32
5.99
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
24.1
12.67
32.5
16.96
20.35
13.61
14.74
10.74
20.6
13.46
19.65
12.13
23.6
13.59
18.29
15.94
0
19.21
20.81
25.65
18.48
24.4
19.27
20.58
16.49
22.4
15.56
18.29
15.4

(< /
SUMMARY OF RESERVES AND RESOURCES BY STATUS

EL DORADO

GROSS

all figures in bbls BCF
RESERVOIR
PROVED

NET ATTRIBUTABLE

PROVED+

PROVED+

PROBABLE

PROBABLE+

PROVED

PROVED+

PROBABLE

PROBABLE+

POSSIBLE

OIL /LIQUID RESERVES

UP. DEVONIAN NORTH
UP. DEVONIAN SOUTH

TOTAL FOR OIL & LIQUID
GAS RESERVES PER ASSET

UP. DEVONIAN NORTH
UP. DEVONIAN SOUTH

TOTAL FOR GAS

349.800

2.063.600

6.023.600

OPERATOR

PROVED+

POSSIBLE

34.980

206.360

602.360 CHACO-YPFB S.A.

1.043.236

2.700.139

3.866.109

104.324

270.014

386.611

1.393.036

4.763.739

9.889.709

139.304

476.374

988.971

15,9

93,8

273,8

1,59

9,38

27,38

34

88

126

3,40

8,80

12,60

49,9

181,8

399,8

4,99

18,18

39,98

bbls-barrels
BCF- Billion cubic feet
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P
rueba de producción
Date

Choke
25/10/2010
26/10/2010
26/10/2010

RESERVES
PROVED
PROBABLE
POSSIBLE

Wellhead
Gas Production Oil Production Water
Mcf/d
bbl
Production bbl GOR Mcf/bbl Pressure psi
Water Cut %
16
3411
93
0
36.677
2457
0
20
4302
132
0
32.591
1980
0
24
5064
144
0
35.167
1643
0

GAS

Total (P1 + P2 +P3)
Well

DRD-X3ST

Gross pay
net pay
Porosity
Sw
P.resrv
K
Gas Grav.
Yield

m
m
%
%
psi
md

34
54
38
126

OIL Bbls
1,043,236
1,656,904
1,165,969
3,866,109

BCF
BCF
BCF
BCF

48
17
15
20
5460.5
4.7
0.63
30.6834 bls/MMcf


P
rueba de producción
Date

Choke
25/10/2010
26/10/2010
26/10/2010

RESERVES
PROVED
PROBABLE
POSSIBLE

Total (P1 + P2 +P3)

Wellhead
Gas Production Oil Production Water
Mcf/d
bbl
Production bbl GOR Mcf/bbl Pressure psi
Water Cut %
16
3411
93
0
36.677
2457
0
20
4302
132
0
32.591
1980
0
24
5064
144
0
35.167
1643
0

GAS

34
54
38
126

OIL Bbls
1,043,236
1,656,904
1,165,969
3,866,109

BCF
BCF
BCF
BCF
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Well

DRD-X3ST

Gross pay
net pay
Porosity
Sw
P.resrv
K
Gas Grav.
Yield

m
m
%
%
psi
md

48
17
15
20
5460.5
4.7
0.63
30.6834 bls/MMcf
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P.RESERV
PSI
5460
5346,5
5079,2
4744,6
4398,2
4067,4
3769,5
3521,3
3317,1
3145,5
2997,5
2866,8
2749,4
2642,8
2545,0
2454,5
2370,5
2291,8
2218,0
2148,5

35000
0,63
634
P/Z
5363,46
5251,94
5103,25
4880,22
4657,18
4434,15
4218,15
4025,45
3851,45
3692,38
3545,49
3408,84
3281,03
3160,99
3047,86
2940,96
2839,70
2743,60
2652,24
2565,26

Z

1,018
0,9952846
0,9722178
0,9443945
0,9172911
0,8936315
0,8747654
0,8612493
0,8518937
0,8454328
0,840981
0,8379794
0,8360686
0,8350039
0,8346095
0,8347542
0,8353374
0,8362799
0,8375184
0,8390016

ºR

cf/bl

NUM.
WELLS
3
4
6
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

Q/WELL
MPC
5648,3
5473,0
5067,8
4575,4
4083,6
3631,6
3240,0
2925,4
2674,6
2469,8
2297,5
2148,9
2018,3
1902,1
1797,4
1702,5
1615,8
1536,0
1462,4
1394,2

POTENTIAL
MPCD
16944,9
21892,2
30406,8
36603,4
32668,8
29053,2
25920,2
23403,3
21396,8
19758,6
18380,2
17191,2
16146,7
15216,5
14379,5
13620,0
12926,0
12288,3
11699,4
11153,4

C=
n=
Date
Qactual
MPCD
15000,0
20000,0
30000,0
30000,0
30000,0
29053,2
25920,2
23403,3
21396,8
19758,6
18380,2
17191,2
16146,7
15216,5
14379,5
13620,0
12926,0
12288,3
11699,4
11153,4

FIELD/yr
MMPC
5400,0
7200,0
10800,0
10800,0
10800,0
10459,1
9331,3
8425,2
7702,8
7113,1
6616,9
6188,8
5812,8
5477,9
5176,6
4903,2
4653,4
4423,8
4211,8
4015,2

0,02
0,75
17-12-10

W.H.
PSI
3367,0
3301,8
3147,5
2952,7
2749,2
2552,9
2374,7
2225,2
2101,3
1996,8
1906,3
1826,1
1753,8
1687,9
1627,4
1571,3
1518,9
1469,9
1423,9
1380,3
%

CUMM. Q
MMPC
5400,0
12600,0
23400,0
34200,0
45000,0
55459,1
64790,4
73215,6
80918,4
88031,5
94648,4
100837,2
106650,1
112128,0
117304,6
122207,8
126861,2
131284,9
135496,7
139512,0
53,7

FIELD/yr
BLS
154285,7
205714,3
308571,4
308571,4
308571,4
298832,7
266608,0
240719,3
220081,2
203231,1
189053,5
176824,0
166080,1
156512,7
147903,3
140091,0
132953,2
126394,0
120337,2
114720,7
RECOVERY

% of AOF= 70

IQUIRI RESERVOIR

.       /   :5'5 **4)    / @ / !  ,+      ; **4)!   +
 $  '

GI
YEAR
MMPC
1
259714,286
2
254314,3
3
247114,3
4
236314,3
5
225514,3
6
214714,3
7
204255,1
8
194923,9
9
186498,7
10
178795,8
11
171682,8
12
165065,9
13
158877,0
14
153064,2
15
147586,3
16
142409,7
17
137506,5
18
132853,1
19
128429,3
20
124217,5

GOR=
SG gas
Res. Temp=

GAS DELIVERABILITY EL DORADO FIELD
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!!H
EL DORADO

SUMMARY OF RESERVES AND RESOURCES BY STATUS

all figures in bbls BCF

GROSS
RESERVOIR
PROVED

PROVED+

PROBABLE

PROBABLE+

PROVED

PROVED+

PROVED+

PROBABLE

PROBABLE+

POSSIBLE

OIL /LIQUID RESERVES

2.063.600

6.023.600

POSSIBLE

34.980

602.360 CHACO-YPFB S.A.

206.360

1.043.236

2.700.139

3.866.109

104.324

270.014

386.611

1.393.036

4.763.739

9.889.709

139.304

476.374

988.971

UP. DEVONIAN NORTH

15,9

93,8

273,8

1,59

9,38

27,38

UP. DEVONIAN SOUTH

34

88

126

3,40

8,80

12,60

49,9

181,8

399,8

4,99

18,18

39,98

UP. DEVONIAN SOUTH

TOTAL FOR OIL & LIQUID
GAS RESERVES PER ASSET

349.800

UP. DEVONIAN NORTH

OPERATOR

NET ATTRIBUTABLE

PROVED+

TOTAL FOR GAS

bbls-barrels
BCF- Billion cubic feet

MONTEAGUDO FIELD

SUMMARY OF RESERVES AND RESOURCES BY STATUS

all figures in bbls BCF

GROSS
RESERVOIR
Cretaceous,
Permian.Triassic,
Carboniferous, FM's

PROVED

PROVED+

PROBABLE

PROBABLE+

PROVED

PROVED+

PROVED+

PROBABLE

PROBABLE+

POSSIBLE

OIL /LIQUID RESERVES

OPERATOR

NET ATTRIBUTABLE

PROVED+

662000

909.000

937.000

6,9

7,3

21,3

OIL /LIQUID RESERVES

0

11,6

42,6

GAS RESERVES

0

0,58

2,13

POSSIBLE

198.600

272.700

281.100

TOTAL FOR OIL & LIQUID
GAS RESERVES PER ASSET
DEEP WELL (DEVONIAN) *

2,07

2,19

6,39

0

0,48

12,78

0,00

0,174

0,639

Huamampampa &
Santa Rosa

bbls-barrels
BCF- Billion cubic feet

* Potential Reserves in Monteagudo Deep Devonian Reservoir
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COMPETENT PERSONS REPORT OF THE CHAH-E-ZARD AND DALLI PROJECTS
IN THE ISLAMIC REPUBLIC OF IRAN
PART A: INTRODUCTORY SECTION
CONSULTANTS AND INTERESTS
Wardell Armstrong International (“WAI”) is an internationally recognised, independent
minerals industry consultancy, and wholly owned subsidiary of Wardell Armstrong LLP. The
consultant used in the preparation of this report has detailed knowledge of the Persian Gold
plc (“Persian Gold” or the “Company”) project areas in the Yazd and Central Iran Provinces
of Iran. A country visit was carried out by Mr C Osmond who visited Iran from 20 to 23
August 2010. Mr Osmond has prior field experience of the geology and mineralisation of
Iran through previous studies and country visits.
Details of the consultant involved in the preparation of this document are as follows:
EurGeol C Osmond, BSc MSc FGS CGeol, is a Principal Geologist with WAI and has over 12
years’ experience in the minerals industry; most recently in resource evaluation and
technical audits, together with CPR and Feasibility Studies of industrial and metalliferous
minerals including several ‘green field’ and early phase exploration projects.
Neither WAI, its directors, employees or company associates hold any securities in Persian
Gold, its subsidiaries or affiliates, nor have:
x

Any rights to subscribe for any Persian Gold securities either now or in the
future; and

x

Any vested interest or any rights to subscribe to any interest in any
properties or concessions, or in any adjacent properties and concessions held
by Persian Gold.

The only commercial interest WAI has in relation to Persian Gold is the right to charge
professional fees to Persian Gold at normal commercial rates, plus normal overhead costs,
for work carried out in connection with the investigations reported herein. The payment of
these professional fees is not dependent on the success or otherwise of the transaction.
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EXECUTIVE SUMMARY
Persian Gold has entered into a “Memorandum of Agreement” on two separate mineral
projects, Chah-e-Zard and Dalli, located in the Yazd and Central Iran Provinces respectively,
of the Islamic Republic of Iran.
Chah-e-Zard is a gold target hosted in intermediate composition Tertiary volcanics and
volcanic breccias located in an area previously considered a Pb/Zn target as historical
exploitation of these minerals had occurred over a protracted period. However, in late 2006
the licence was converted to Au and Ag exploration and a phased exploration programme
was instigated by Persian Gold to identify near surface potential. The initial stage of
exploration defined a large coherent surface zone of gold mineralisation that was confirmed
through the trenching of multiple areas and followed up by a 16 hole diamond drilling
programme. The results of that first phase programme indicated that the best gold grades
and longest gold intercepts were within an area now termed as the Southern Zone. The
second phase of trenching and drilling, completed in late 2007, was directed at the
definition of a near surface oxide gold zone in the southern part of the project area. A total
of 24 trenches and 22 diamond drill holes were completed. This work was positive and
further defined the location and controls to the near surface gold mineralised structures. As
a result of 4,135m of drilling and 3,380m of trenching a ‘reserve’ has been calculated in
accordance with the “Islamic Republic of Iran - Instructions for Mineral Reserves
Classification - No. 379” for Chah-e-Zard quoting a Proven figure of 2.2Mt at 1.7g/t Au and
12.7g/t Ag and a further Probable amount of 6.2Mt at 0.77g/t Au and 10.8g/t Ag.
These estimates have not been prepared according to an internationally recognised
reporting standard such as the JORC Code (2004); hence they are included for information
only.
The Dalli project is a Cu-Au porphyry deposit that was discovered by Rio Tinto in 2002 and
subject to preliminary exploration until 2004. However, Rio Tinto initially considered that
the potential was small (40 – 50Mt per vertical 100m) and moved elsewhere. The area was
subsequently selected for re-evaluation during target generation in the Saveh-Qom region
but in the interim Rio Tinto was approached by DORSA Pardazeh, who had recognised a
zone of hydrothermal alteration from satellite imagery.

From 2004 DORSA Pardazeh

undertook further field work until 2007 whereupon Persian Gold provided impetus to
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undertake a phased exploration campaign involving extensive trench sampling and diamond
drilling. Following two phases of work a “Final report of exploration for application of a
Discovery Certificate” was submitted in September 2008 to the Ministry for approval and a
Discovery Certificate to allow development and exploitation of the project – this has yet to
be approved. Nevertheless a preliminary Proven reserve of 5.6Mt at 0.377% Cu and 0.5g/t
Au and a further Probable reserve of 7.8Mt at 0.3% Cu has been calculated in accordance
with the “Islamic Republic of Iran - Instructions for Mineral Reserves Classification - No.
379”.
These estimates have not been prepared according to an internationally recognised
reporting standard such as the JORC Code (2004); hence they are included for information
only.
For both Chah-e-Zard and Dalli a “Final report of exploration for application of a Discovery
Certificate” has been submitted to the Ministry but has yet to be approved. Until such time
as the Discovery Certificates are awarded both projects are inactive though their licences
remain valid. Award of the Discovery Certificates is crucial to the development of the
projects and the future involvement of Persian Gold.
Persian Gold has entered into a Memorandum of Agreement (MOA) with Iranian partners
for two prospective projects in Iran and it is evident from the work undertaken to-date that
both projects host economic grade mineralisation, though the tonnage at Dalli may be
smaller than most developed porphyry Cu deposits in Iran.
However, although initial indications are encouraging, considerable work is required on
these early-stage projects, particularly at Dalli, to discern the true and potential values of
the properties. The work completed to date at Chah-e-Zard is comprehensive, albeit to
shallow depth (<200m), but has revealed a complex geological setting. Furthermore the
validity of both projects to Persian Gold is dependent on the approval of the Ministry and
the issue of Discovery Certificates permitting both further work and development of the
projects.
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PART B: THE PROPERTIES
1

INTRODUCTION

Wardell Armstrong International (“WAI”) has been commissioned by Persian Gold plc
(“Persian Gold” or the “Company”) to provide an expert opinion on the Chah-e-Zard and
Dalli mineral projects in the Yazd and Central Iran Provinces respectively of the Islamic
Republic of Iran (Figure 1.1).

Dalli

Chah-e-Zard

Figure 1.1: Location of the Dalli and Chah-e-Zard Projects in Iran
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WAI bases this opinion on experience gained through a site visit in August of this year as
well as knowledge acquired through previous commissions in the region and similar geologic
settings and deposits.
Iran is one of the most important mineral producers in the world including coal, iron ore,
copper, lead, zinc, chromium, barite, salt, gypsum, molybdenum, strontium, silica, uranium,
and gold. The mines at Sar Cheshmeh in Kerman Province contain the world’s second
ůĂƌŐĞƐƚƌĞƐĞƌǀĞŽĨĐŽƉƉĞƌŽƌĞ;уϱйŽĨƚŚĞǁŽƌůĚ͛ƐƚŽƚĂůͿĂŶĚ/ƌĂŶŝƐƌĂŶŬĞĚϭϬth in the world
ŝŶ ƚĞƌŵƐ ŽĨ ĐŽƉƉĞƌ ƉƌŽĚƵĐƚŝŽŶ ;уϰϬϬ͕ϬϬϬƚ ƉĞƌ ǇĞĂƌͿ͘  ĞƐƉŝƚĞ ŝƚƐ ŵŽĚĞƐƚ ĐƵƌƌĞŶƚ ŐŽůĚ
ƉƌŽĚƵĐƚŝŽŶ ;уϬ͘ϱƚƉĂͿ͕ /ƌĂŶ ŝƐ ĐŽŶƐŝĚĞƌĞĚ ƚŽ ŚĂǀĞ Ă ĐŽŶƐŝĚĞƌĂďůĞ͕ ďƵƚ ƉŽŽƌůǇ ĂƐƐĞƐƐĞĚ͕
potential for sediment or volcanic hosted epithermal mineralisation and for porphyry
related precious metals deposits through a favourable geodynamic setting along the eastern
extension of the Tertiary Alpine belt of SE Europe and Turkey.
Nevertheless Iran’s mining industry remains under-developed and many factors have
contributed to this, namely a lack of suitable infrastructure, legal barriers, exploration
difficulties, and government control over all resources.
Although WAI has visited both properties that are the subject of this report, much of the
information contained in this document comes from third parties.

Whilst WAI has

endeavoured to validate as much of the information as possible, the company cannot be
held responsible for any omissions, errors or inadequacies of the data received. WAI has
not undertaken any check sampling or drilling or conducted any mineral resource estimates.
Key documents consulted during the compilation of this report included:
x

“Brief Report on Reserve Estimation of Chah Zard Gold Deposit Central Iran”.
Persian Gold;

x

Preliminary Exploration at Dalli Porphyry Cu-Au Prospect, Central Province of
Iran (2005) DORSA Engineering Limited;

x

Several “Drilling Report on Dalli Porphyry Cu-Au Prospect”. Dr Hooshang
Asadi Haroni;

x

“Report on Dali Au-Cu porphyry prospect”, (2007) Rio Tinto Exploration
Group;

61-0819 (OS10547)/MM534
January 2011

Final V1.0

355

Page 5

PERSIAN GOLD PLC
Competent Persons Report of the Chah-E-Zard and Dalli
Projects in the Islamic Republic of Iran

x

Technical Report on Dalli Resistivity/IP Survey, (2008) Zamin Pajoohan Ofogh,
Mining Engineering Faculty Isfahan University of Technology; and

x

Persian Gold website including press releases.

A ‘Summary of Assets’ is presented in Table 1.1 below.
Table 1.1: Summary of Assets
Asset

Holder

Chah-eZard

Mr Hamid
Deihimi

Dalli

DORSA
Pardazeh

Exploration
>ŝĐĞŶĐĞζ
SH/211-960
AMD.
M/34/30788

Date

Status

Licence Area
(km2)

Comments

18.07.99
AMD.
14.11.06

Exploration

39.5

See below

14600

07.12.04

Exploration

9

See below

For both the Chah-e-Zard and Dalli projects a “Final report of exploration for application of a
Discovery Certificate” has been submitted to the Ministry but has yet to be approved.
Consequently both projects are currently inactive though the licences are understood to be
valid and in good standing. Upon award of the Discovery Certificate WAI understands that
Joint Venture (JV) companies will be established for both projects with Persian Gold holding
a 70% interest and the remaining 30% held by the Iranian partner. DORSA Pardazeh is an
Iranian company under the directorship of Dr Hooshang Asadi Haroni.
1.1

History

1.1.1 Chah-e-Zard
Small scale (artisanal) mining in the Chah-e-Zard area has occurred over a protracted period
of time, historically this predominantly involved the extraction of lead and zinc plus silver,
and the previous licence granted for Chah-e-Zard covered these minerals (Pb/Zn) until it was
changed to gold in 2006.
Prior to the involvement of Persian Gold virtually no exploration programme had been
conducted in the Chah-e-Zard area aside from Rio Tinto completing a preliminary soil/rock
sampling exercise in 2004/05. Small scale mining for lead and zinc appears to be the only
evidence of previous mining activity but this is mostly outside the location of the gold
mineralisation now under investigation and hosted within different geological units.
61-0819 (OS10547)/MM534
January 2011

Final V1.0

356

Page 6

PERSIAN GOLD PLC
Competent Persons Report of the Chah-E-Zard and Dalli
Projects in the Islamic Republic of Iran

A “Final report of exploration for application of a Discovery Certificate” was submitted to
the Ministry in 2008 for approval and a Discovery Certificate to enable the project to be
advanced. This has yet to be received and currently no work is being conducted at Chah-eZard.
1.1.2 Dalli
Dalli was first identified in 2002 by the Rio Tinto Exploration Group (Rio Tinto), (although
there is some evidence on the South hill to suggest much earlier small scale extraction of
probable copper oxide) who recognised porphyry style alteration and mineralisation.
However, on the basis of the Rio Tinto investigation and assessment, the project was
considered insufficient in terms of potential size, and downgraded, and that it be of more
interest to a Junior company. Rio Tinto considered that the potential tonnage in the North
and South hills to be limited to 40 – 50Mt per vertical 100m and that the stripping ratio is
likely to be high and may require underground development. The area was however
selected for re-evaluation during target generation in the Saveh-Qom region but in the
interim Rio Tinto was approached by DORSA Pardazeh (“DORSA”), who had recognised a
zone of hydrothermal alteration from satellite imagery.
In 2004 DORSA followed up their initial satellite image interpretation with site investigation,
sampling of a 2.5km x 5km area, along with interpretation from Landsat TM imagery of clayFe anomalies.
In 2007 Persian Gold entered into a MOA with DORSA to acquire a 70% interest in the
project including further exploration leading to a feasibility study.

Following detailed

mapping, surface rock/soil sampling and geophysics (magnetic survey), 2 diamond core
holes were drilled in the South hill and 2 in the North hill. A further 4 holes were drilled in
South Hill in 2008. Trenching was also completed over the North and South Hills during this
period for some 2,900m.
A “Final report of exploration for application of a Discovery Certificate” has been prepared
by DORSA and submitted to the Ministry for approval and a Discovery Certificate to enable
the project to be advanced further, this has yet to be received. Currently there is no work
being conducted at Dalli.
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2

LOCATION, ACCESS AND INFRASTRUCTURE

2.1

Location

2.1.1 Chah-e-Zard
The Chah-e-Zard project is located in the province of Yazd, approximately 20km south of the
village of Karizãt and approximately 550km southeast of Tehran. The provincial capital city
ŽĨ zĂǌĚ ŝƐ ƐŽŵĞ ϭϬϬŬŵ ĚƵĞ ŶŽƌƚŚ ŽĨ ŚĂŚͲĞͲĂƌĚ͘  dŚĞ ŝŵŵĞĚŝĂƚĞ ĂƌĞĂ ;уϭϬͲϮϬŬŵͿ
surrounding Chah-e-Zard is fairly scarce of infrastructure though numerous gravel tracks
traverse the open gravel desert plains.
The location of Chah-e-Zard and surrounding infrastructure is shown in Figure 2.1 below.

Chah-e-Zard

0

50km

Figure 2.1: Site Location of Chah-e-Zard Project (blue circle)
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2.1.2 Dalli
dŚĞĂůůŝƉƌŽũĞĐƚŝƐůŽĐĂƚĞĚŶĞĂƌƚŚĞǀŝůůĂŐĞŽĨZĂǀĞ;ƉŽƉ͘уϭ͕ϬϬϬͿ͕ǁŚŝĐŚůŝĞƐĂƚĂĚŝƐƚĂŶĐĞŽĨ
some 5km to the east, in Markazi, Central Iran Province, and some 65km southwest of Qom
and 200km southwest of Tehran. The capital city of the Markazi Province is Arak.
The location of Dalli, and surrounding infrastructure, is shown in Figure 2.2 below.

Tehran
190km

Alteration Boundary
Porphyry Center

Dalli

Rahjerd

Dalli North
Dalli South

Vo
lca
nic
s

Diorite Dome

Rave

Major Gas Line
Cement
Factory

Arak
70km

Dodhak

5 km

Isfahan
200km

Figure 2.2: Site Location of Dalli Project
2.2

Access and Infrastructure

Transport links to both project areas can be considered good via paved roads, with only the
final routes over gravel tracks. For Dalli the travel time from Tehran to Qom, along Highway
65, is around 1.5 hours, with the village of Raveh a further 2 hours via route 9 and the town
of Neyzãr. The city of Yazd is a distance of approximately 450km from Qom and takes some
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6 hours along Highway 65 and 71 for the final 350km. Yazd is served by an airport with flight
time to Tehran of around 1 hour. From Yazd it takes around 1.5 hours to travel to Chah-eZard via the town of Karizãt (Bakh).
2.2.1 Chah-e-Zard
The nearest village of Karizat is connected to the Chah-e-Zard project by a 20km gravel track
that winds its way across a wide gravel desert plain (see Figure 2.1).
Karizat is a conurbation of smaller villages and has mains electricity and telecommunications
as well as a basic collection of shops, garages and workshops. The main paved road
between Deh Sir and Tung Chenãr passes directly through the village.
2.2.2 Dalli
The project is accessible via an 8km gravel track from the village of Rave, which lies some
20km off the main highway number 65 (see Figure 2.2). Only very basic amenities (small
shops) are present in the village which is easily accessed on paved roads from the TehranQom-Delijan or Tehran-Saveh-Delijan routes.
Mains electricity is available in Raveh as well as mobile phone communications. It should
also be noted that a new cement plant is nearing completion some 10km south of Raveh
which has resulted in improvements to infrastructure and communications as well as
presenting major employment for the villagers. A major gas pipeline also passes between
the village and cement plant.
2.3

Mineral Rights and Permitting

2.3.1 Chah-e-Zard
The Chah-e-Zard licence covers an area of 39.5km2 and its location is identified by the
distance and bearing from local villages and the length of its borders from these reference
points, however the recognised co-ordinates are presented in Table 2.1 overleaf and
outlined in Figure 2.3. The licence (SH/211-960) was first registered on 18/06/1999 for the
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ĞǆƉůŽƌĂƚŝŽŶ ŽĨ ůĞĂĚ ĂŶĚ ǌŝŶĐ͕ ďƵƚ ǁĂƐ ĐŚĂŶŐĞĚ ƚŽ ζ DͬϯϰͬϯϬϳϴϴ ŐŽůĚ ĂŶĚ ƐŝůǀĞƌ ŽŶ
14/11/2006 and is registered to Mr Hamid Deihimi.
Table 2.1: Co-ordinates of the Chah-e-Zard Exploration Licence
Point
A
B
C
D

Northerly
31° 07’ 10”
31° 07’ 10”
31° 02’ 50”
31° 02’ 50”

Easterly
54° 01’ 40”
54° 06’ 25”
54° 06’ 25”
54° 01’ 40”

Figure 2.3: Chah-e-Zard Licence Area
2.3.2 Dalli
The Dalli licence area covers 9km2 and is located within the Qom quadrangle, the coordinates are presented in Table 2.2 overleaf and the outline presented in Figure 2.4. The
licence was first registered by DORSA Pardazeh on 07/12/2006 and although the last
extension expired in March 2010 the submittal of the “Final report of exploration for
application of a Discovery Certificate” has effectively rendered the licence in abeyance until
the certificate is issued.

61-0819 (OS10547)/MM534
January 2011

Final V1.0

361

Page 11

PERSIAN GOLD PLC
Competent Persons Report of the Chah-E-Zard and Dalli
Projects in the Islamic Republic of Iran

Table 2.2: Co-ordinates of the Dalli Exploration Licence
Point
A
B
C
D

Northerly
34° 17’ 17.8”
34° 17’ 17.8”
34° 15’ 32.6”
34° 15’ 32.6”

Easterly
50° 18’ 55.3”
50° 20’ 43”
50° 20’ 43”
50° 18’ 55.3”

Figure 2.4: Dalli Licence Area
2.3.3 Persian Gold
Persian Gold has been involved in Iran since 2004, initially acquiring the exploration rights to
some 1,800km2 of ground in the northwest, near the town of Takestan in the Qazvin
province, some 150km west of Tehran. This area contains numerous alunite-kaolinite
deposits, silica capped volcanic outcrops, and large areas of hydrothermal alteration that
the Company considered held potential to host high sulphidation epithermal gold
mineralisation in a similar setting to the Andean Cordillera (“Expert Report on Persian Gold’s
Exploration Activities in the Takestan Area of Northwest Iran” Wardell Armstrong
International Limited, June 2005). However, after a preliminary exploration campaign this
project was not pursued further and other ventures (Chah-e-Zard and Dalli) were followed.
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Persian Gold has entered into a MOA for the Chah-e-Zard project with Mr Hamid Deihimi
and for the Dalli project with DORSA Pardazeh (Dr Hooshang Asadi Haroni).
Both projects currently possess an Exploration Licence (titles held by Mr Hamid Deihimi and
DORSA Pardazeh) but the “Final report of exploration for application of a Discovery
Certificate” for the Dalli project (South Hill only) has been submitted to the Ministry of
Industries and Mines for approval but is yet to be approved, thus the Discovery Certificate
has not been issued. The situation for Chah-e-Zard is similar though the “Final report of
exploration for application of a Discovery Certificate” was submitted in September 2008 and
although is reported to be approved in principle (technically) has yet to issued with a
Discovery Certificate.
Upon receipt of the Discovery Certificate there is a 12 month period upon which a further
report must be submitted to the Ministry in order to receive an Exploitation Licence which
will permit the mining and extraction of ore and its processing. Failure to complete this
work within the 1 year period can result in the lapse of the Discovery Certificate. It should
be noted that an Exploration Licence can be renewed annually and that it remains valid
during the period of approval of the “Final report of exploration for application of a
Discovery Certificate” and the issuing of a Discovery Certificate.
Upon award of the Discovery Certificate WAI understands that Joint Venture (JV) companies
will be established for both projects with Persian Gold holding a 70% interest and the
remaining 30% held by the Iranian partner.
WAI Comment: WAI understands that the delay in issuing of the Discovery
Certificate, initially in the case of Dalli, is due to the Ministry’s (political) reluctance
and acceptance to the involvement of a ‘Western’ company (Persian Gold), although
it was reported to WAI that it had been approved in principle (technically). It is
understood that a similar situation is being experienced by Union Resources Limited
(Australia), and formerly by Rio Tinto, and although this is considered a temporary
condition there is no certain timeframe or assurance as to its resolution.
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2.3.4 Iranian Mining Code
Pertinent extracts of the current Iranian Mining Code are presented (verbatim) below:
Chapter 1: Definitions & General Provisions
Article 1: The following definitions have been employed in the present law:
a.

Mining material (mineral). Means any material or natural combination
developed in the form of solid, gas, liquid or solution in water as a result of
geological developments.

b.

Mineral. Means the existing mining products or minerals which enjoy economic
value.

c.

Mining reserve: Means natural concentration or accumulation of one or
several mining matter(s) under or over the ground or in the form of solution in
water.

d.

Mine. Means a mineral reserve whose exploitation is deemed economical.

e.

Exploration. Means willing search to discover mines which might entail the
following operations:
1.

Tracing, sampling and testing the quantity and quality.

2.

Geological, geophysical, and geochemical studies and the like as well as
matters related to such examinations.

3.

Open or underground drilling (excavation).

4.

Determining the form, quality and quantity of mineral reserves and
preparing the related maps.

f.

Exploitation License. Means a license issued by the Ministry of Mines and
Metals which permits exploitation of minerals within a specified scope.

g.

Discovery Certificate. Is an endorsement certificate issued by the Ministry of
Mines and Metals in the name of the owner of exploration license after the
completion of exploration and discovery.

h.

Exploitation. Means all operations required to extract and sort the minerals
and achieve salable minerals.

i.

Extraction. Means a combination of operations needed to segregate the
mineral from the mine and transfer it to its storage area.
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j.

Exploitation License. Means license issued by the Ministry of Mines and Metals
to provide building material needed for development projects and extraction
of deposits and limited and marginal reserves as well as laboratory operations.

Article 2: According to Articles 44 and 45 of the Constitution, the responsibility to assume
the right of eminent domain of the state over the mines of the country and protection of
mineral reserves as well as issuance of permit for mining activities in this Code, supervision
of the aforesaid affairs and provision of means for development of mining activities,
facilitating the achievement of added value of mineral raw materials, development of
exports of minerals with added value, creation of employment opportunities in this sector
and causing the enhancement of the share of the mining sector in the economic and social
development of the country is vested upon the Ministry of Mines and Metals. Exercise of
the aforesaid eminent domain may not prevent exercise of ownership of natural and
juridical persons within the framework of the regulations.
Article 3: Mineral substances are categorised as follows:
A.

First category mineral substances consist of:

Limestone, gypsum, ordinary sand and gravel, ordinary clay, marine shells, mineral pozzolan,
acqua and rock salt, marl, crushed construction stone, and the likes thereof.
B.

Second category mineral substances consist of:

Iron, gold, chromium, tin, mercury, lead, zinc, copper, titanium, antimony, molybdenum,
cobalt, tungsten, cadmium and other metals.
Article 4: All matters related to the first and second category mineral substances, except
ordinary sands and ordinary clay, shall be within the jurisdiction of the Ministry of Mines
and Metals within the framework of the provisions of this Code.
Chapter 2: Prospecting
Article 5: Exploration of mineral deposits may be undertaken by the public, cooperative or
private sectors, including natural and juridical persons.
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The Ministry of Mines and Metals is also obliged to explore the mineral deposits of the
country, either directly or through subsidiary organizations, companies and units, or by
employing competent and qualified natural and juridical persons.
Article 6: Exploration of mineral deposits shall be undertaken after the exploration license is
issued by the Ministry of Mines and Metals. The procedures of obtaining such license,
exploration criteria, period of validity of the license, assignment of the rights of such license,
and any other appropriate issues shall be stipulated in the executive by-laws in accordance
with the provisions of this Act.
Note: Exploration during exploitation shall not require issuance of exploration license,
however, in case of exploration of new material deposit or mineral substance, the discovery
certificate of the holder of exploitation license shall be amended accordingly with regard to
the provisions of this Act, or a new certificate is issued.
Article 7: The Ministry of Mines and Metals is obliged to issue the Discovery Certificate in
the name of the exploration license holder following investigation and confirmation of
exploration works. The type or types of mineral substances explored, the quality, quantity,
limits, area and cost of exploration activities must be stated in the Discovery Certificate. This
certificate shall be assignable to third parties within one-year period as of the date of issue,
subjected to the approval of the Ministry of Mines and Metals.
Note 1: The exact procedure for implementation of the above Article, particularly in the
case of non-approval of exploration works, shall be stipulated in the executive by-laws of
this Act.
Note 2: In cases no valuable mineral is found following exploration works, no rights shall be
created for the holder of the exploration license.
Article 8: Holders of Discovery Certificate may apply for the exploitation license of the
reserves they explored, to the Ministry of Mines and Metals within one year following
issuance of the discovery certificate.
Non-submission of the said application within the respite provided, shall result in the lapse
of the said right of priority.
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Note: In case of non-submission of the aforesaid application within the respite provided, the
exploration costs stated in the Discovery Certificate shall be paid by the holder of
exploitation license of the mineral deposit explored, to the holder of the Discovery
Certificate, in the manner which shall be stipulated in executive by-laws of this Act.
It should be noted that the Ministry of Mines and Metals was merged with the Ministry of
Industry and Mines in September 1999. Furthermore, this Mining Code is due to be re-issued
with an updated version before the end of 2010. The key amendments are expected to be
that the issuing of an Exploration Licence will only be granted to a ‘company’ (no individuals
as is the current case) that possesses at least two members of the “Iranian Mining
Engineering Organisation” and that the period of an Exploration Licence, and its extension,
will be changed so as to limit the extension period permitted (currently unlimited).
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3

IRAN

3.1

General

The country's name was changed from Persia to Iran in 1935. The present Islamic Republic
of Iran covers some 636,290 square miles (1,648,195km2) and has an estimated population
in 2010 of some 74 million.
Iran is bordered to the north by Armenia, Azerbaijan, Turkmenistan, and the Caspian Sea; on
the east by Afghanistan and Pakistan; on the south by the Persian Gulf and the Gulf of
Oman; and on the west by Turkey and Iraq. The Shatt al Arab forms part of the Iran-Iraq
border. Tehran is the capital (pop. 8.5M), largest city and the political, cultural, commercial,
and industrial centre of the nation.
3.2

Geography

Iran lies within the Alpine-Himalayan mountain system and is composed of a vast central
plateau rimmed by mountain ranges and limited lowland regions. The country is subject to
numerous and often severe earthquakes and volcanic eruptions.
The Iranian Plateau (altitude approximately 1,200m), which extends beyond the low ranges
of eastern Iran into Afghanistan, is a region of interior drainage. It consists of a number of
arid basins of salt and sand, and some marshlands. The plateau is surrounded by high
folded and volcanic mountain chains including the Kopet Mountains in the northwest, the
Alborz Mountains (rising to 5,771m at Mt. Damavand, Iran's highest point) in the north, and
the complex Zagros Mountains in the west.
Narrow coastal plains are found along the shores of the Persian Gulf, Gulf of Oman, and the
Caspian Sea; at the head of the Persian Gulf is the Iranian section of the Mesopotamian
lowlands. Of the few perennial rivers in Iran, only the Karun in the west is navigable for
large craft; other major rivers are the Karkheh and the Sefid Rud.
dŚĞĐŽƵŶƚƌǇŝƐĚŝǀŝĚĞĚŝŶƚŽϯϬƉƌŽǀŝŶĐĞƐ;ŽƐƚĈŶͿ͕ĞĂĐŚŐŽǀĞƌŶĞĚďǇĂŶĂƉƉŽŝŶƚĞĚŐŽǀĞƌŶŽƌ
;ŽƐƚĈŶĚĈƌͿ͘ dŚĞ ƉƌŽǀŝŶĐĞƐ ĂƌĞ ĚŝǀŝĚĞĚ ŝŶƚŽ ĐŽƵŶƚŝĞƐ ;ƐŚĂŚƌĞƐƚĈŶͿ͕ ĂŶĚ ƐƵďĚŝǀŝĚĞĚ ŝŶƚŽ
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ĚŝƐƚƌŝĐƚƐ ;ďĂŬŚƐŚͿ ĂŶĚ ƐƵďͲĚŝƐƚƌŝĐƚƐ ;ĚĞŚĞƐƚĈŶͿ͘  /Ŷ ĂĚĚŝƚŝŽŶ ƚŽ dĞŚƌĂŶ͕ ŝŵƉŽƌƚĂŶƚ ĐŝƚŝĞƐ
include Esfahan, Mashhad, Tabriz, Rasht, Hamadan, Abadan, Shiraz, and Ahvaz.
3.3

Demographics

Iran has a Persian core that includes over half of the people whilst Azerbaijanis constitute
almost a quarter of the population. The migrant ethnic groups of the mountains and
highlands, including the Kurds, Lurs, Qashqai, and Bakhtiari, are of the least mixed descent
of the original Iranians. In the Northern provinces, Turkic and Tatar influences are evident,
whilst Arab strains predominate in the southeast.
Iran has a large rural population, found mainly in agrarian villages, although there are
nomadic and seminomadic pastoralists throughout the country.
Islam entered the country in the 7th century and is now the official religion; about 90% of
Iranians are Muslims of the Shiite sect. The remainder, mostly Kurds and Arabs, are Sunnis.
Colonies of Zoroastrians remain at Yazd, Kerman, and other large towns. In addition to
Armenian and Assyrian Christian sects, there are Jews, Protestants, and Roman Catholics.
The principal language of the country is Persian (Farsi), which is written in Arabic characters.
Other languages are Turkic dialects, Turkish, Kurdish, Armenian, and Arabic. Among the
educated classes, English and French are spoken.
3.4

Economy (Resources and Energy)

About 10% of the land in Iran is arable with agriculture contributing just over 20% to the
gross national product and employing a third of the labour force. The main food-producing
areas are in the Caspian region and in the valleys of the northwest. Wheat, the most
important crop, is grown mainly in the west and northwest, with rice the major crop in the
Caspian region. Barley, corn, cotton, sugar beets, tea, hemp, tobacco, fruits (including
citrus), nuts, and dates are also grown, and livestock is raised. Illicit cultivation of the opium
poppy is fairly common.
The principal obstacles to agricultural production are primitive farming methods,
overworked and under-fertilised soil, poor seed, and scarcity of water. About one third of
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the cultivated land is irrigated and the construction of multipurpose dams and reservoirs
along the rivers in the Zagros and Alborz mountains has increased the amount of water
available for irrigation. Agricultural programmes of modernisation, mechanisation, and crop
and livestock improvement, and programmes for the redistribution of land are increasing
agricultural production.
The northern slopes of the Alborz Mountains are heavily wooded, and forestry products are
economically important. The cutting of trees is rigidly controlled by the government, which
also has a reforestation programme. In the rivers entering the Caspian Sea are salmon,
carp, trout, and pike, with sturgeon abundant in the Caspian Sea.
Of the variety of natural resources found in Iran, petroleum (discovered in 1908 in
Khuzestan province) and natural gas are by far the most important. The chief oil fields are
found in the central and southwestern parts of the Zagros Mountains in western Iran. Oil
also is found in northern Iran and in the offshore waters of the Persian Gulf. Domestic oil
and gas, along with hydroelectric power facilities, currently provide the country with
electrical power.
The Iranian nuclear program was launched in the 1950s and is now the 7th country in terms
of the production of uranium hexafluoride. Iran now controls the entire cycle for producing
nuclear fuel and its current facilities includes several research reactors, a uranium mine, and
uranium processing facilities that include a uranium enrichment plant. An official launch
ceremony of Iran's first nuclear power plant, Bushehr I reactor, was held on 21 August 2010,
and the plant is expected to go on line by the end of 2010. There are no current plans to
complete the Bushehr II reactor, although the construction of 19 nuclear power plants is
envisaged. Iran has announced that it is working on a new 360MWe nuclear power plant to
be located in Darkhovin. Iran has also indicated that it will seek more medium-sized nuclear
power plants and uranium mines for the future.
The petroleum industry is Iran's economic mainstay; oil accounts for 80% of export
revenues, and Iran is a member of OPEC. Major refineries are located at Abadan (site of the
country's first refinery, built 1913), Kermanshah, and Tehran. Pipelines move oil from the
fields to the refineries and to such exporting ports as Abadan, Bandar-e Mashur, and Khark
Island. In the late 1990s, Iran's state-owned oil and gas industry entered into major
exploration and production agreements with foreign consortiums.
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Textiles are the second most important industrial product with Tehran and Esfahan being
the chief textile-producing centres.

Other major industries are sugar refining, food

processing, and the production of petrochemicals, cement and other building materials, and
machinery.
There is an iron and steel plant at Esfahan and a fertilizer plant at Shiraz. Traditional
handicrafts such as carpet weaving and the manufacture of ceramics, silk, and jewellery are
also important to the economy.
Besides crude and refined petroleum, Iran's chief exports are carpets, fruits, nuts, hides, and
iron and steel; its chief imports are machinery, metals, military supplies, food, and
chemicals.
Iran's chief trading partners are Japan, Germany, and Italy. Khorramshahr, on the Shatt al
Arab, is the country's chief general cargo port; Bandar-e Anzali is the chief Caspian port. A
network of roads links the villages with the larger cities and most of the principal routes are
paved. The Trans-Iranian railroad links the north of Iran with the Persian Gulf.
3.5

Government

Iran is a theocratic Islamic republic governed under the constitution of 1979. Appointed,
rather than elected, offices and bodies hold the real power in the government. The
supreme leader, who effectively serves as the chief of state, is appointed for life by an
Islamic religious advisory board (the Assembly of Experts). The supreme leader oversees the
military and judiciary and appoints members of the Guardian Council and the Expediency
Discernment Council. The former, some of whose members are appointed by the judiciary
and approved by parliament, works in close conjunction with the government and must
approve both candidates for political office and legislation passed by parliament. The latter
is a body responsible for resolving disputes between parliament and the Guardian Council
over legislation. The president, who is popularly elected for a four-year term, serves as the
head of government. The legislative branch consists of the 290-seat Islamic consultative
assembly, or parliament, whose members are elected by popular vote for four-year terms.
Unlike many other states, the executive branch in Iran does not control the armed forces.
Although the President appoints the Ministers of Intelligence and Defence, it is customary
for the President to obtain explicit approval from the Supreme Leader for these two
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ministers before presenting them to the legislature for a vote of confidence. Iran's current
president, Mahmoud Ahmadinejad, was first elected in a run-off poll in the 2005
presidential elections and re-elected in the 2009 presidential elections.
3.6

Recent History

The rapid growth of industrialisation and modernisation programmes within Iran,
accompanied by ostentatious private wealth, became greatly resented by the bulk of the
population, mainly in the overcrowded urban areas and among the rural poor. The shah's
autocratic rule and his extensive use of the secret police led to widespread popular unrest
throughout 1978.

The religious-based protests were conservative in nature, directed

against the Shah's policies. Ruhollah Khomeini, who was expelled from Iraq in February
1978, called for the abdication of the Shah. Martial law was declared in September for all
major cities. As governmental controls faltered, the Shah fled Iran on January 16 1979.
Ruhollah Khomeini returned and led religious revolutionaries to the final overthrow of the
Shah's government on February 11.
On 22 September 1980, Iraq invaded Iran, commencing an eight-year war primarily over the
disputed Shatt al Arab waterway. Fighting crippled both nations, devastating Iran's military
and oil industry, and led to an estimated 500,000 to one million casualties.
Ruhollah Khomeini died in 1989 and was succeeded by Iran's president, Sayid Ali Khamenei.
The presidency was soon filled by Ali Akbar Rafsanjani, who sought improved relations and
financial aid with Western nations while somewhat diminishing the influence of
fundamentalist and revolutionary factions and embarking on a military build-up. A major
earthquake hit northern Iran on June 21 1990, killing nearly 40,000 people.
Rafsanjani was re-elected president in 1993. The United States suspended all trade with Iran
in 1995, accusing Iran of supporting terrorist groups and attempting to develop nuclear
weapons. In 1997, Mohammed Khatami, a moderately liberal Muslim cleric, was elected
president, which was widely seen as a reaction against the country's repressive social
policies and lack of economic progress. Several European Union countries began renewing
economic ties with Iran in the late 1990s; the United States, however, continued to block
more normalised relations, arguing that the country had been implicated in international
terrorism and was developing a nuclear weapons capacity.
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In 1999, as new curbs were put on a free press, pro-democracy student demonstrations
erupted at Teheran University and other urban campuses. Reformers won a substantial
victory in the February 2000 parliamentary elections, capturing about two thirds of the
seats, but conservative elements in the government forced the closure of the reformist
press.
Attempts by parliament to repeal restrictive press laws were forbidden by Khamenei.
Despite these conditions, President Khatami was overwhelmingly re-elected in June 2001.
Tensions with the United States increased after the Anglo-American invasion of Iraq in
March 2003 as US officials increasingly denounced Iran for pursuing the alleged
development of nuclear weapons. In October, however, Iran agreed, in negotiations with
several western European nations, to tougher international inspections of its nuclear
installations. Meanwhile, an earthquake, centred on Bam in southeast Iran, killed more
than 26,000 people in December 2003.
In the February 2004 elections, conservatives won control of parliament, securing some two
thirds of the seats. Many Iranians, however, were unhappy with the failure of the current
parliament to achieve any significant reforms or diminish the influence of the hard-liners.
In mid-2004 Iran began resuming the processing of nuclear fuel as part of its plan to achieve
self-sufficiency in nuclear power production, stating the negotiations with European Union
nations had failed to bring access to the advanced nuclear technology that was promised.
The action was denounced by the United States as one which would give Iran the capability
to develop nuclear weapons. The IAEA said that although Iran had not been fully cooperative, there was no concrete proof that Iran was seeking to develop such arms;
however, the IAEA also called for Iran to abandon its plans to produce enriched uranium. In
November 2004, Iran agreed to suspend uranium enrichment.
In the 2005 presidential elections, Iran made yet another change in political direction, when
conservative populist candidate Mahmoud Ahmadinejad was elected over Akbar Hashemi
Rafsanjani.
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4

GEOLOGIC SETTING

Iran belongs to the Alpine-Himalayan orogenic belt which begins with the Atlantic margin
and extends to the Pacific Ocean, separating the two regions of Urasia to the north and
Gondwana to the south. Iran has been affected by numerous tectono-magmatic events
since the Precambrian.

The Tethyan volcanic belt, prospective for copper and gold,

stretches from Armenia/Turkey through Iran and into Pakistan. The largest undeveloped
copper/gold deposit in the world, Reko Diq in Pakistan, is in this belt.
The main units are described below and shown in Figure 6.1.
Zagros: the Zagros orogenic belt of Iran extends for about 2,000km in a northwestsoutheast direction from the East Anatolia Fault of eastern Turkey to the Oman Line in
southern Iran. The Zagros is a simply folded belt consisting of a thick sedimentary sequence
which overlies highly metamorphosed Precambrian basement rocks. These units host the
majority of oil and gas reserves in Iran.
Sanandaj-Sirjan: this zone parallels the Zagros belt, forming its northeast boundary. It has a
width of 150-250km and consists mostly of Phanerozoic age metamorphic rocks of varying
grade. The Chah-e-Zard project lies on the eastern side of the Sanandaj Sirjan metamorphic
belt, east of the Zargos Mountains that comprises a number of high level, large scale
andesite-trachyandesite-trachyte flow domes of the Orumyieh-Bazman Volcanic Belt.
Urumieh-Dokhtar Magmatic Assemblage: (or the Urumieh Dokhtar Magmatic Arc) this zone
forms the northeast boundary of the Sanandaj-Sirjan zone, and is a distinct, thick and linear
intrusive-extrusive complex which more-or-less parallels the entire length of the Zagros belt.
It comprises various lithologic units, including diorite, granodiorite, gabbro and granite
intrusive rocks as variable sized plutonic bodies, as well as widely distributed basaltic lava
flows, trachy-basalt, andesite, dacite, trachytes, ignimbrite and pyroclastic extrusive rocks.
The age of peak magmatic activity is thought to be Eocene and Iran’s most important copper
deposits are believed to belong to this zone. The Urumieh-Dokhtar Magmatic Assemblage
forms the most important mineralogical assemblage in Iran and hosts several major
copper/gold porphyry deposits (see Figure 9.1), including the Dalli project.
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Central Iran: this area, which is bounded to the north by the Binaloud fault, is roughly
triangular in shape, contains the oldest rock units in Iran (gneisses, amphibolites, schists and
marbles). These are mainly exposed in the eastern part of the region. Some important
deposits of iron, lead-zinc and coal are located in this region.
Alborz: this zone is located in northern Iran and has a predominant east-west trend. The
northern boundary of the zone is faulted and the eastern one with Binaloud is not obvious.
Precambrian–Cambrian sedimentary units are very similar to those found in Central Iran. In
addition, the Alborz has widespread exposures of Eocene volcanics, dacitic tuffs form a thick
sequence in the southern part whilst andesitic lavas predominate in the west. This region
contains deposits of coal, lead-zinc, copper and gold occurrences.
Iran is one of the most seismically active countries in the world, being crossed by several
major fault lines that cover at least 90% of the country (see gure 4.1). As a result,
earthquakes in Iran occur often and can be destructive. The Iranian plateau is subject to
most types of tectonic activity, including active folding, faulting and volcanic eruptions and
is well known for its long history of disastrous earthquake activity. Not only have these
earthquakes killed thousands, but they have also led to waste of valuable natural resources.
Since 1900, at least 126,000 fatalities have resulted from earthquakes in Iran.
The northward motion of Arabia relative to Eurasia causes the Iranian plateau to be
deformed. Most of this deformation occurs within the political boundaries of Iran, mainly in
the Zagros, Alborz and Kopeh-Dagh mountains. The Zagros Mountains trends NW-SE and
consist of at least two zones: The High Zagros (HZ) in the NE and the Simply Folded Belt in
the SW, and separated from the Central Iran by the Main Recent Fault (MRF) and High
Zagros Fault (HZF). There are two zones of mainly metamorphic rocks (Sanandaj-Sirjan) and
volcanic (Urumieh-Dokhtar) in the SW margin of the central Iran with trends parallel to the
Zagros. A series of N-S trending strike-slip faults in eastern Iran, taking up the right-lateral
shear resulted due to northward movement of central Iran relative to stable plate of
Afghanistan.
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Figure 4.1: Geological Hazard and Earthquake map of Iran (Geological Survey of Iran)
Figure 4.1 shows the Major structural units of Iran: Solid lines are major faults from
Berberian & Yeats (2001). White arrows are the directions and rates (mm/year) of the
overall Arabia-Eurasia motion from DeMets et al. (1994, big arrow) and Sella et al. (2002,
small arrow). The inset shows earthquakes of greater than 5 from the catalogue of Engdahl
et al. 1998.
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5

MINING

Mining in Iran is considered to be under-developed, yet the country is one of the most
important mineral producers in the world, ranked among 15 major mineral rich countries,
holding some 68 types of minerals and 52Bt of potential reserves (Ministry of Mines and
Industry Records, 2004).

However, mineral production contributes only 0.6% to the

country’s GDP. Add other mining-related industries and this figure increases to just 4%
(2005). Many factors have contributed to this, namely lack of suitable infrastructure, legal
barriers, exploration difficulties, and government control over all resources.
The most important deposits in Iran include coal, metallic minerals, sand and gravel,
chemical minerals and salt. Large deposits which mostly remain underdeveloped include
zinc (world's largest), copper (world's second largest), iron (world's ninth largest), Uranium
(world's tenth largest) and lead (world's eleventh largest). Iran with roughly 1% of the
world's population holds more than 7% of the world's total mineral reserves.
However, close to 30% of the country’s investment has been made in the mining field in
recent years. In 2008 the share of the mining sector and mineral industries increased to
over 5% in GDP. In the first quarter of 2009-2010, Iran exported close to 5.6Mt of mineral
products worth over US$1.2B.

In 2009-2010 the mining sector had exports reaching

US$8.13B, accounting for about 32% of the country’s non-oil exports.
In 2005, of the 3,125 operating mines, 2,747 and 378 mines were run by private and public
sectors respectively. As of 2010, 5,574 mines are being exploited in all 30 provinces of the
country (which are active, inactive or in the state of being equipped). The rate of extraction
from these mines stood at approximately 217.5Mt in previous years. As a whole some
500,000 people are employed in the mine sector. The National Iranian Mining Company is
the world's 23rd largest mining company with 0.6% of the world's total mining production.
Exploration projects implemented by the National Geology and Mineral Exploration
Organisation in the past three years are six times higher than the figure for the same period
during the previous government.
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Figure 5.1: Location of Key Mineral and Mining Sites in Iran (USGS)
It is evident from the above that the Government has recognised the importance that the
minerals and mining sector brings to the country and has consequently increased funding
and looked to improve the fiscal mining regime. It should be noted that a revised Iranian
Mining Code is due to be re-issued before the end of 2010.
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6

GEOLOGY AND MINERALISATION

6.1

Chah-e-Zard

The main types of recognised gold deposits in Iran include sediment and porphyry hosted
Au-As-Sb-(±Hg) deposits and mesothermal gold (±copper) veins. Chah-e-Zard shares
similarities with both forms. Sediment hosted deposits are typically related to multistage
hydrothermal activity coeval with the intrusion of Miocene quartz porphyries, observed in
the NW of Iran (Zaeshuran and Agh Darreh). The Dash Kassan (Sb-As) mine is hosted by
Miocene

porphyry

dacite

domes

(silicic

and

phyllitic

alteration)

crosscutting

metamorphosed Mesozoic sediments. Gold is found within hydrothermally brecciated
structures superimposed on phreato-magmatic breccia corridors.
Chah-e-Zard is a gold target hosted in intermediate composition tertiary volcanics and
volcanic breccias. The zone of defined gold mineralisation within the project area is located
in a large zone that is strongly altered by hydrothermal fluids to clay, alunite and silica. The
gold mineralisation appears to be directly related to the strength of the silicification
observed in the system and is considered to be similar to other large volcanic hosted gold
systems throughout the world.

Photo 6.1: View over Chah-e-Zard showing Persian Gold Trenches and Drill Collars
(Looking NE)
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The published geology sheett notes the occurrence of gold and lead mineralisation and
historical mining activity is evident
e
where a series of irregular galleriess to the east have
selectively mined a hydrothermal body, more recent activity to the soutth focused on base
metal and silver.
hyandesite-trachyte
Chah-e-Zard is one of a number of high level, large scale andesite-trach
flow domes on the Orumyieh-Bazman Volcanic Belt on the eastern flan
nk of the Sanandaj
Sirjan Metamorphic Belt of th
he Zargos Mountains (Figure 6.1). A Pliocenee intrusive complex
at Chah-e-Zard is emplaced in
nto Miocene red beds of sandstone-marl and conglomerates.

Chah-e-Zard

Figure 6.1: Structu
ural Geology of Iran shown location of Chah
h-e-Zard
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The complex contains a steep sided stock nestled within the core of the flow dome with
upward flaring margins and the gold mineralisation is believed to spatially relate to the
dacite porphyry (Figure 6.2). Several co-axial intrusive phases within the core of the
complex have been recognised that leads to a complex geological setting for the gold
mineralisation. A leuocratic quartz-dacite porphyry with small quartz eyes is considered to
be the ‘real’ porphyry unit in this complex and the principal source of the rock altering
fluids.

There is an outer zone of weak but notable rock bleaching which is broadly

coincident with the edge of the basin and relates to igneous matrix breccia.
The degree of alteration varies, from the outer zone it initially appears to weaken but the
intensity then increases in the vicinity of the centrally located younger quartz-dacite. The
igneous matrix breccia’s and related alteration may relate to the margin of an earlier
porphyry transitional phase between the trachy-andesite and the quartz-dacite porphyry.
The hydrothermal breccia relate to the gold mineralisation, though not all breccia bodies
carry ‘ore’ grade mineralisation, and some of the larger hydrothermal breccia bodies at the
SE edge of the quartz-dacite porphyry (with artisanal workings) produced poor results.
Widespread potassic alteration is evident across the deposit area with extensive bleaching
within the basin reflecting a strong (sericitic) acid alteration overprint.

Post mineral

hornblende feldspar porphyry dykes show barely any alteration. The porphyry alteration
events do not appear to have been accompanied by significant mineralisation.
Though a potassic altered porphyry system lies at the core of the Chah-e-Zard deposit, the
mineralisation (with the exception of weak molybdenum values) is almost entirely
epithermal in character and associated with acid sulphate hydrothermal fluids. Peripheral
Pb-Zn vein structures may relate to the porphyry as an outer halo, but within the porphyry
core itself quartz veining is rare or absent and the system lacks disseminations.

61-0819 (OS10547)/MM534
January 2011

Final V1.0

381

Page 31

Final V1.0

Qtr – Travertine
Qt2 – Recent alluvvium (sand, silt, gravel)
Qt1 – Young & old alluvial fans and terraces (clay, silt,
sand, conglomerate)

Dacitic-rhyolitic Domes (sub-volcanic) argilic and
silicified
Dark grey Andesitte, trachy-andesite and trachyte flow
dome complex

h subrounded – angular clasts and
Tuff breccia with
crystals in glassy matrix
m

Page 32

Unconsolidated co
onglomerate with sandstone and marl

Alteration of tuff, marl, sandstone and shale

Figgure 6.2: Geology of the Chah-e-Zard Deposit Area
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Limited sampling to date is dominated by a Au-Ag-As-Sb association and the spatial
distribution of these elements within the basin appears to depict a concentration of
precious metals towards or along the margin of the phreatic breccia body and extending
outwards along a NNW-SSE trending linear belt (see Figure 6.3). In addition a clear spatial
relationship appears to be present between gold grade and advanced argillic facies
alteration.
However, the better grades (Au and Ag) appear to have a linear arrangement which is
suggestive of strong underlying structural control as brittle fracture, evident as crackle
breccia, is a notable feature in the description of elevated grade samples suggesting that
grade has focused where open spaces have developed in close proximity to the fluid
sources. Other strongly mineralised samples include hydrothermal and phreatic breccia’s
with mineralised matrix.
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Figure 6.3: Chah-e-Zard Surface Geochemical plot for Gold (Persian Gold 2006)
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6.2

Dalli

The Urumieh Dokhtar Magmatic Arc (UDMA), see Figure 6.4, comprises a linear magmatic
arc, which extends over 1,700km from the Sahand volcano in the northwest to the Bazman
volcano in the southeast Iran (Alavi, 1994). It is said to be an Andean-type magmatic arc
formed by NE subduction along the active continental margin of the Central Iran Block
during the Alpine orogeny (Sengor, 1990).
Miocene plutonic rocks are well-represented in the UDMA and mostly include diorite,
granodiorite and granitoids. Oligo-Miocene volcanic rocks are widespread as flows of
andesite, dacite and pyroclastics. Granitoid rocks of the UDMA are tentatively classified as
calc-alkaline I-type Cordilleran-type products (Alavi, 1994).
Richards (2003) argued that Cenozoic volcanic rocks of UDMA range from calc-alkaline to
alkaline composition, nevertheless, the bulk of Eocene-Miocene magmatism is medium to
high calc-alkaline in character. On the basis of the trace element compositions of Cenozoic
magmatism, he explained a subduction origin for these suites.
Calc-alkaline volcano-plutonic rocks of the UDMA host several manto, porphyry deposits
and in places disseminated/vein type base metal and precious metal deposits. The active
mines and most of the large porphyry deposits are located in the SE and NW of the UDMA.
dŚĞ ǀĞƌǇ ůĂƌŐĞ ^ĂƌĐŚĞƐŚŵĞŚ ŵŝŶĞ ;уϭ͕ϮϬϬDƚ Ăƚ Ϭ͘ϲϰй Ƶ͕ Ϭ͘Ϭϯй DŽ ĂŶĚ Ϭ͘ϬϮŐͬƚ ƵͿ ĂŶĚ
^ŽŶŐƵŶĚĞƉŽƐŝƚ;уϵϬϬDƚĂƚϬ͘ϳϲйƵĂŶĚϬ͘ϬϲйDŽͿĂƌĞůŽĐĂƚĞĚŝŶƚŚĞ^ĂŶĚEtĐŽƌŶĞƌ
of the UDMA, respectively. These and several other porphyry deposits are associated with
Miocene granodiorite to quartz-monzonite stocks. In these deposits, mineralisation is
basically associated with potassic and quartz-sericite alterations.
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Figure 6.4: Outline of the Iranian UDMA and associated Copper Deposits
The Dalli project consists of extensive surface gold-copper mineralisation in an intermediate
intrusive complex. There are two distinct centres of mineralisation located approximately
1.7km apart, and referred to as the South Hill and the North Hill.
The porphyry copper-gold property is associated with calc-alkaline volcanic and subvolcanic
rocks located in the Urimieh Dokhtar Magmatic Arc (UDMA), characterising Neo-Tethys
magmatism in Central Iran, which is host to several porphyry copper deposits (Figure 6.4).
The project lies within a Late Miocene stratovolcano represented by a 30km long NNE
trending outcrops of volcanics (porphyritic amphibole andesite, dacite and pyroclastics).
Two volcanic centres are distinguished that are made up of andesitic lapilli tuff and breccia.
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Photo 6.2: South Hill Au
u-Cu Porphyry (conical shape) surrounded byy Pyroclastics
(Prior to trenching and drilling by Persian Gold)
The mineralisation at Dalli is gold-rich porphyry copper type, which is quite rare in Iran. As
well as the two main porphyry copper centres (North and South Hill), another relatively
small scale copper poor and gold
g rich porphyry (unknown mineralisation) is located a further
500m north of the Northern porphyry. These mineralised areas lie with
hin a north-easterly
trending corridor of altered Oligo-Miocene intrusives ranging from dio
orite to tonalite to
granodiorite intruding Paleogene andesitic volcanics and pyroclastics sshowing propyllitic
alteration. The whole alteratiion system covers an area of some 3.0 by 6.55km (Figure 6.5).
South Hill is a 190m x 225m conical
c
hill characterised by intense potassic alteration (quartzsecondary biotite-magnetite),, overprinted by phyllic alteration (quartz - seericite - specularite
±chlorite) with multi stage qu
uartz-magnetie stockwork/veining and surrou
unded by extensive
propylitic alteration (see Figgure 6.5 and Figure 6.6). Magnetite is prredominant in the
potassic blocks and can reach
h up to 5% while specularite is predominant in the phyllic zone
which reaches up to 10%.
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The vein/stockwork density (quartz, magnetite and iron oxides) is quite strong and reaches
about 10 to >50 veins/meter. Some sheeted vein zones are so fused that they form megaveins up to 2.5 to 4m wide. Malachite staining is common and reaches up to 3%.

Figure 6.5: Aster Image (VNIR123) of the Dalli Area showing the Porphyry centres and
Alteration Zone
At least 3 vein stages are recognised and although the mineralised hill is only 190m x 225m,
it is possible that the mineralisation widens at depth, based on the results of the ground
magnetic survey.
The North Area porphyry mineralisation is hosted in quartz diorite and covers an area
>300m x 400m, characterised by chlorite+sericite-magnetite to potassic alteration,
surrounded by propylitic alteration (both epidote and chlorite). The vein density in the
North porphyry area is weaker than at the South Hill area. In addition to these two
porphyries there is a small exposed altered granodiorite of 80m x 180m, intruding
hornblende biotite diorite and volcanics, about 500m north of the North Hill.
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Figu
ure 6.6: Geological Map of South Hill

61-0819 (OS10547)/MM534
January 2011

Final V1.0

389

Page 39

PERSIAN GOLD PLC
Competent Persons Report of the Chah--E-Zard and Dalli
Projects in the Islamic Republic of Iran

7

EXPLORATION ACTIVITTIES

7.1

Previous Work

7.1.1 Chah-e-Zard
Minimal structured work haas been conducted at Chah-e-Zard, though
h an initial stream
sediment and rock sample analysis by Rio Tinto (2004-05) identified the go
old potential of the
he sample area but
area. Initial work conducted by Persian Gold not only looked to expand th
also to confirm the earlier reesults by Rio Tinto; these ‘check’ samples vverified the results
from the Rio Tinto samplingg programme. Rio Tinto also completed a surface mapping
exercise of the area to produce a “Geology Sketch Plan and Section” as sshown in Figure 7.1
below.

Recent Alluvium
Alluvial fans
Travertine
Dacitic domes
Andesite, trachy-andesitte & trachyte
Sandstone, marl & conglomerate
Alteration of tuff, marl &
sandstone/shale

Figure 7.1: Geology Ske
etch Plan and Section of Chah-e-Zard (Rio Tin
nto 2004/05)
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7.1.2 Dalli
In November 2004, DORSA identified the South Hill prospect as a 1.7km x 5km Landsat TM
clay-Fe oxide anomaly. During the first field visit in October 2004, 3 rock chip samples were
taken; 1 of float and 2 from outcrop. They were analysed by AMDEL lab in Australia for Au +
43 elements and both Cu and Au results were very high, ranging from 0.35 to 1.9% Cu and
0.62 to 2.06ppm Au.
In May 2005, 21 rock chip samples were collected from the South Hill and North Hill. During
the same campaign 100 soil samples were collected from the area around and covering the
South Hill, with a sampling grid spacing of 100m x 50m and 50m x 50m around the main
mineralised hill and 25m x 25m over the main mineralised hill. In total 13 grid lines covering
an area of 700m by 600m were sampled. The Cu and Cu soil anomaly map were prepared
showing that strong mineralisation (0.3-3.9g/t Au and >0.3-0.8% Cu) over the South Hill
extends over an area of 200 by 200m. The weaker surface gold-copper anomalies extend
over 300m to the south and southeast of the main hill.
Following the sampling programme a ground magnetic survey was also undertaken over the
same area using a Syntrex® magnetometer. The magnetic results were processed and total
intensity magnetic and ‘reduced to the pole’ maps were prepared. The results showed that
the Cu-Au mineralisation in the South Hill is associated with a strong magnetic signature
centred on the main hill.
7.2

Recent Exploration

7.2.1 Chah-e-Zard
Exploration work at Chah-e-Zard to 2008 consisted of two separate phases of sampling,
trenching and drilling. The initial stage of exploration (1,966m of trenching and 2,583.4m of
diamond core drilling) defined a large coherent surface zone of gold mineralisation. This
was confirmed through the trenching of multiple areas and followed up by a 16 hole
diamond drilling programme.

61-0819 (OS10547)/MM534
January 2011

Final V1.0

391

Page 41

PERSIAN GOLD PLC
Competent Persons Report of the Chah-E-Zard and Dalli
Projects in the Islamic Republic of Iran

Photo 7.1: View across Chah-e-Zard showing Access Roads and Trenches
The results of the first phase programme indicated that the best gold grades and longest
gold intercepts were within an area now termed as the Southern Zone. The first three holes
of the drill programme delivered some of the best results. Drill hole ZDH-1 intersected 40m
at a grade of 1.24g/t Au, hole ZDH-2 intersected 40m at a grade of 0.43g/t Au and drill hole
ZDH-3 intersected the strongest interval of 122m at a grade of 1.95g/t Au. Mineralisation
from the first phase drilling programme consisted of both a near surface oxide gold zone
and a deeper zone of gold in primary sulphides.
The second phase of trenching (1,414m) and drilling (1,552m) at Chah-e-Zard, completed in
late 2007, was directed at the definition of a near surface oxide gold zone in the southern
part of the project area. A total of 24 trenches and 22 diamond drill holes were completed
as part of this second phase programme. This work again produced positive results and
further defined the location and controls to the near surface gold mineralised structures.
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A summary of the work conducted at Chah-e-Zard by Persian Gold is presented in Table 7.1
below.
Table 7.1: Summary of work conducted at Chah-e-Zard by Persian Gold
Description
Topographic and geological mapping (1:20,000)
Stream sediment geochemical sampling and assay (45 elements)
Heavy mineral sampling and studies
Geochemical soil sampling and assay (45 elements)
Surface lithochemical sampling & assay (45 elements)
Petrographic studies and XRF analysis
Topographic and geological mapping (1:10,000)
Mineralogy studies and XRD analysis
Petrography and Ore microscopy studies
Trenching
Detailed topographic and geological mapping (1:1,000)
Road construction
Diamond drilling (38 drillholes)
Trench & Core sampling and assay (45 elements)
Technological testwork (Processing)

Volume/Quantity
40km2
116 samples
66 samples
455 samples
21 samples
27 samples
5km2
6 samples
64 samples
3,380m
235ha
7km
4,135m
4,104 samples
5 samples

In addition to the above there has been image processing of LandSAT TM and Quickbird®
satellite imagery (see Figure 7.2).
Selected results from the drilling phases are summarised below:
First phase: gold in 13 of 16 holes including:
x

ZDH 1:

40m at 1.24g/t Au

x

ZDH 2:

40m at 0.43g/t Au

x

ZDH 3:

122m at 1.95g/t Au

Twenty-two hole second phase drilling targeted the near surface oxide southern zone; gold
and silver was found in every hole.
Best Drill Results from Second Phase include:
x

ZDH 4:

2m at 45.4g/t Au & 12m at 6.2g/t Au

x

ZDH 5:

12m at 2.65g/t Au
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x

ZDH 5-2:

5m at 6g/t Au & 19m at 2.2g/t Au

x

ZDH 10:

32m at 5.9g/t Au & 3m at 11.6g/t Au & 14m at 3.1g/t Au

x

ZDH 10-2:

3m at 2.63g/t Au

x

ZDH 11:

5m at 11.1g/t Au & 1m at 7.5g/t Au & 1m at 9.04g/t Au

Figure 7.2: Natural Colour Quickbird Satellite Image of Chah-e-Zard
(Dashed line indicates elliptical shaped structure with pervasive alteration)
It should be noted that no field work has been conducted at Chah-e-Zard, or Dalli, since
2008 and the submission of the “Final report of exploration for application of a Discovery
Certificate” to the Ministry.
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7.2.2 Dalli
The project consists of extensive surface gold-copper mineralisation in an intermediate
intrusive complex. There are two distinct centres of mineralisation located some 1.7km
apart, known as the South Hill and the North Hill.

Photo 7.2: View over South Hill showing Access Roads to Drill Pads and Trenches
The Phase 1 exploration programme consisted of a 4 hole diamond drilling programme
(1,188.4m) with every hole encountering significant gold-copper mineralisation. Phase 2
included a further 4 diamond drill holes (1,206.1m). The drilling was accompanied by a
2,900m trenching exercise.
The two mineralised centres, as defined by both surface geochemistry and diamond drilling,
are aligned along a northeast-southwest trending structural zone. The similarity of copper
and gold grades in both the South Hill and the North Hill mineral complexes suggest a
closely linked porphyry system.
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A surface IP (Induced Polarisation) geophysical survey was completed over the porphyry
centres at both the North Hill and the South Hill comprising of six profiles for a total length
of 2.6km. This survey has defined potential extensions to the zone of conductive sulphides
which correlates with the intercepts seen in the drilling.
Initial indications were that the North Hill is predominantly a gold deposit whilst the South is
a copper/gold porphyry. The first phase drilling on the North Hill produced marginally
economic grades, thus focus was drawn to the South Hill where the second stage drilling
took place.
A summary of the work conducted by Persian Gold at Dalli is presented in Table 7.2 below.
Table 7.2: Summary of work conducted at Dalli by Persian Gold
Description
Topographic and geological mapping (1:25,000)
Surface lithochemical sampling & assay (45 elements)
Petrographic studies and XRF analysis
Topographic and geological mapping (1:10,000)
Mineralogy studies and XRD analysis
Petrography and Ore microscopy studies
Geophysical studies (Magnetrometry)
Geophysical studies (IP/RS)
Trenching
Trench samples and assay (45 elements)
Detailed topographic and geological mapping (1:1,000)
Road construction
Diamond drilling (8 drillholes)
Core sampling and assay (45 elements)
Density determination of core samples
Technological testwork (Processing)

Volume/Quantity
10km2
400 samples
27 samples
5km2
10 samples
35 samples
3,100 stations
800 stations
2,900m
1,800 samples
110ha
6km
2,349m
2,349 samples
212 samples
2 samples

In addition to the above there has been image processing of LandSAT ETM, Aster and
Quickbird data.
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7.2.2.1 Soil/Rock Geochemistry
Grid soil samples were collected from the South Hill on 50m x 50m spacing in the main
altered, mineralised zone. Spacing is extended in the weakly altered zone to 100 x 100m
although in better looking mineralised zones spacing is reduced to 25 x 25m.
This southern zone is defined by a 200 x 200m, coincident >1,000ppm Cu + 0.5ppm Au
geochemical anomaly in soils.

This mineralisation is associated with intense quartz-

magnetite sheeted veinlets locally overprinted by sericite. Only 4 rock chip samples were
collected from northern zone but contain strongly elevated Cu and Au values. Two rock
samples collected from a small (150 x 50m) sericitic altered, leached granodiorite with rare
quartz veinlets returned up to 0.14% Cu and 0.72ppm Au. The topographic difference
between the southern and northern porphyry centres is about 200m. In this regard the
northern centre may represent the upper levels of the more deeply eroded southern and
central porphyry centres.
The Rio Tinto rock chip sampling results from Dalli correlate well with those reported from
DORSA: up to 2g/t Au and 3.1% Cu from the South Hill area and up to 2.6g/t Au and 0.61%
Cu from the North Hill area.
7.2.2.2 Geophysics
Inverted true resistivity and chargeability models corresponding to profile IP01 is shown in
Figure 7.3 and Figure 7.4. This profile has a bearing of 120° with the depth extent of the
chargeable body from 50m and tends to extend towards NW at depths greater than 135m
measured from top of the South Hill. Checking subsurface chargeability distribution with
corresponding resistivity and borehole assay data shows meaningful correlation between IP
data and Cu concentration at a depth of about 80m down DDH02, with strong alteration
causing significant decrease in the resistivity of the host rock. It appears that a sub-vertical
fault at the foot of the hill has greatly affected and changed the course of sulphidic
mineralisation downward.
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Figure 7.3: Chargeability Prrofile along IP01 and DDH02 through the Cen
ntre of South Hill
(Broken blue line shows sttrongest IP signature of the profile, possibly associated with
strrong Cu-Fe sulphide mineralisation)

Figu
ure 7.4: Resistivity Profile along IP01
(Moderate resistivity ano
omalies corresponds with strong chargeability anomalies)
IP/RS Profile IP02, located on
n section 2350N approximately 100m south
h of the South Hill,
shows very strong IP signaturres. Drillhole DDH06 was drilled on this proffile to test the very
strong IP signatures (up to 86mv/v) and confirmed to be a mixture of chalcopyrite and pyrite
mineralisation. Similar chargeability characteristics are also present on p
profile IP03, section
2300N about 200m south of the
t South Hill.
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7.2.2.3 Trenching
Two phases of trenching have shown positive results which correlate well with the drilling
grades. The best results from the second phase of trenching on the South Hill are shown in
Table 7.3.
Table 7.3: Selected Results from Phase 2 Trenching
Trench No Total Length
TR01
TR02
TR2600

176
188
116

Mineralised
Gold (g/t) Copper (%)
Interval (m)
176
0.91
0.34
188
1.1
0.33
78
0.82
0.62

7.2.2.4 Drilling
Highlights from the two phases of drilling are summarised in Table 7.4.
Table 7.4: Selected Results from Phase 1 & 2 Drilling
Location

Drillhole
No

South
Hill
North
Hill

DDH01
DDH02
DDH03
DDH04

DDH06
South
Hill
DDH07
DDH08

Total
Mineralised
Length (m) Interval (m)
Phase 1
228.0
210
242.0
213
345.3
233
373.1
99
Phase 2
56
66
401.4
11
24
220
350.0
43
265.9
76

Gold
(g/t)

Copper
(%)

0.68
0.75
0.52
0.53

0.48
0.57
0.12
0.17

0.52
0.39
0.83
0.24
0.5
0.26
0.36

0.37
0.31
0.71
0.49
0.42
0.34
0.30

Note: No drilling was conducted on the North hill in Phase 2.

DDH05 (188.8m) was barren but with strong pyrite mineralisation.
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7.2.3 Drilling
All drilling on Chah-e-Zard and Dalli was conducted by Spektra Jeotek (Turkish drilling
contractor) under the supervision from Persian Gold representatives. After logging, the core
was split along its length into two halves using a diamond saw and dressed with standard
sample cards.
Drill core was placed immediately into galvanised aluminium boxes that are used to store
the core. Drilling supervisors were always at the site to check the quality of the core
recovered. The core was logged using three standard log sheets for meter recovery (RQD
and vein/joint characteristics), daily report sheet and lithological/mineralogical logging. For
the majority of the time the logging was done at the drill site, or back at the storage facility,
and all of the core boxes were photographed (dry and wet).
7.2.4 Laboratory Analysis
All drill core, and samples from surface exploration, was shipped to Alex Stewart laboratory
for sample preparation in Tehran. The rejects were sent back to the camp and pulp samples
were sent to OMAC in Ireland for multi element analysis, using AAS and ICP-MS analytical
instruments. From every 10 samples one duplicate was analysed. Both blank and standards
samples were also analysed during analysis in OMAC.
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8

MINERAL RESOURCE/ORE RESERVE ESTIMATE

8.1

Iranian Reserves

The Iranian reserve methodology adopts a rather simplistic approach to classification with
only ‘Proven’ and ‘Probable’ Reserves being quoted. WAI understands that:
x

‘Proven’ reserves are applied to established data, including drillholes,
trenches and underground development, which confirms mineralised
continuity; and

x

‘Probable’ reserves are retained where geological knowledge, including
outcrop, soil/rock samples and geophysics, suggests continuity or is an
extension of the area and volume to the ‘Proven’ data.

Ultimately it is dependent on the interpretation of the person undertaking the assessment
and its approval by the Ministry upon submittal of the “Final report of exploration for
application of a Discovery Certificate”.
Reserve classification in Iran is based on Instruction No. 379 of the “Instructions for Mineral
Reserves Classification” - Ministry of Industries and Mines.
8.2

Reserve Estimate

Reserve estimates have been produced for both Chah-e-Zard and Dalli in accordance to the
Iranian code and for Chah-e-Zard through the use of 3D computer modelling and
geostatistical analysis using Gemcom® software.
WAI have reviewed the methodology followed for the generation of these models, the
geostatistical analysis and resultant ‘reserve’ figures, but has not undertaken any kind of
validation or mineral resource exercise, nor carried out any independent re-evaluation of
the data. However, WAI is satisfied that the processes completed have been done so in a
diligent manner, although a rather simplistic approach to classification (‘Proven’ and
‘Probable’) has been applied.
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In addition the collation raw data (drillhole and trench samples, logging, laboratory analysis
and QA/QC) has been conducted in a robust manner and is considered by WAI to be
acceptable for resource/reserve estimation in accordance with the guidelines of the JORC
Code (2004).
However, WAI considers that at this stage both projects have been subject to limited
intrusive investigation (drilling), particularly at Dalli, while the geology and interpretation at
Chah-e-Zard is considered complex.

The reserve estimation report (“Brief Report on

Reserve Estimation of ChahZard Gold Deposit Central Iran” Persian Gold plc) states that
“Due to type of mineralization and scattering of ore-bearing masses, its considerably difficult
to three dimensionally model the deposit”. Thus it may be prudent to treat these ‘reserve’
estimates as preliminary in nature.
8.2.1 Chah-e-Zard
8.2.1.1 Introduction
An ‘ore reserve’ estimate has been prepared for the Chah-e-Zard deposit based on the data
from 38 drillholes (4,135.4m) and 38 surface trenches (3,380.0m) that combined to produce
some 4,104 samples (4,009 used in the database) that have been analysed at the OMAC
laboratory, County Galway, Ireland. The OMAC laboratory is part of the Stewart Group.
Samples were analysed for gold by fire assay method and ICP-MS for other elements.
Due to the relatively dispersed nature to mineralisation the generation of a 3D model was
considered difficult and to compensate more reliance was placed on geostatistical analysis.
The location of the drillholes and trenches are shown in Figure 8.1 overleaf.
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Figure 8.1: Location of Drillholes and Trenches at Chah-e-Zard
As can be seen from Figure 8.3 and Figure 8.4 the mineralised intervals predominantly occur
within the silicified breccia (BxP) and hydrothermal breccia (BxH).
For the 3D modelling it was assumed that core recovery was 100% and a specific gravity of
2.6t/m3 was applied. It is likely that core recovery is satisfactory for the modelling exercise
but specific gravity should be confirmed as required for a mineral resource estimate in
accordance with the JORC Code (2004).
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Due to the heterogeneous and disordered shape of the deposit it was not possible to
differentiate between the oxide and sulphide parts of the mineralisation, however it is
considered that upon examination of the drill core that oxide mineralisation only constitutes
approximately 13% of the estimated ‘reserve’.
An oblique view of the 3D ‘reserve’ model is presented in Figure 8.2 below.

Southern Lobe

Figure 8.2: Oblique View of the 3D ‘Reserve’ Model (Not to Scale)
Selected sections through the main part of the deposit are presented in Figure 8.3 and
Figure 8.4 that also show the relationship of mineralisation to the silicified and
hydrothermal breccia that carry the higher gold grade.

61-0819 (OS10547)/MM534
January 2011

Final V1.0

404

Page 54

Final V1.0
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The estimated ‘reserve’ from the 3D modelling exercise, that only considers the mineralised
ďƌĞĐĐŝĂ ǌŽŶĞƐ ;ƐĞĞ &ŝŐƵƌĞ ϴ͘ϯͿ͕ ŝƐ ϭ͘ϭDƚ Ăƚ ϰ͘ϭϳŐͬƚ Ƶ ;уϭϱϬ͕ϬϬϬŽǌ ŽĨ ĐŽŶƚĂŝŶĞĚ ŐŽůĚͿ ĂŶĚ
Ϯϴ͘ϱŐͬƚŐ;уϭDŽǌŽĨĐŽŶƚĂŝŶĞĚƐŝůǀĞƌͿ͘,ŽǁĞǀĞƌĂƌĞǀŝĞǁďǇWĞƌƐŝĂŶ'ŽůĚďĞůŝĞǀĞƐƚŚĂƚƚŚŝƐ
translates to a near surface oxide gold resource of the Southern lobe containing 3Mt at
ϭ͘ϳŐͬƚƵĂŶĚϭϮ͘ϳŐͬƚŐĨŽƌуϭϲϬ͕ϬϬϬŽǌŽĨĐŽŶƚĂŝŶĞĚŐŽůĚĂŶĚуϭ͘ϮDŽǌŽĨĐŽŶƚĂŝŶĞĚƐŝůǀĞƌ͘
Once the Discovery Certificate is awarded Persian Gold proposes to undertake a prefeasibility study on the near surface oxide resource to determine the economics of a heap
leach gold operation.
These estimates have not been prepared according to an internationally recognised
reporting standard such as the JORC Code (2004); hence they are included for information
only.
WAI Comment: Whilst the data generation (field work) and subsequent assay
analysis are considered to be of an acceptable standard the interpretation of the
mineralised zones have presented a challenge and it appears that the density of data
may be insufficient to produce a robust mineral resource estimate in accordance with
the guidelines of the JORC Code (2004).
8.2.2 Dalli
Persian Gold initially completed 8 trenches for 1,220m in the South Hill area with samples
taken every 2m on the main hill and 4m away from the main hill. A total of 475 channel
samples were collected from these trenches. The results of drilling, trench sampling and
surface geological mapping, show that the gold and copper mineralisation is still open to the
north-northwest of South Hill.
In Phase 2, four diamond core holes totalling 1,206m were drilled, one vertical hole (DDH
06) was drilled through the centre of the South Hill to a depth of 401m to measure the
depth extension of the higher grades found in the earlier drilling. Highlights include 56.0m
at a grade of 0.37% Cu and 0.52g/t Au from a depth of 57.0m in drillhole DDH 06. In total, 8
holes have been drilled for a total of 2,494m, as well as 16 trenches covering 1,513m, from
which 2,030 samples were collected and sent for analysis.
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Two cross-sections (Figure 8.5 and Figure 8.6) show the interpreted geeology and mineral
intervals encountered through the South Hill.

Figure 8.5: Cross-sectio
on 2500N showing Au-Cu Mineralised Intervals in DDH01

Figure 8.6: NW-SE Crosss-section through the Central Part of South Hill showing
Mineralised Intervals in DDH02
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An internal study identified the following resource to 50m on the South Hill.
A Proven reserve of 5.6Mt at 0.377% Cu and 0.5g/t Au and a further Probable reserve of
7.8Mt at 0.3% Cu (calculated in accordance with the “Islamic Republic of Iran - Instructions
for Mineral Reserves Classification - No. 379”).
These estimates have not been prepared according to an internationally recognised
reporting standard such as the JORC Code (2004); hence they are included for information
only.
WAI Comment: neither ‘reserve’ estimates for Chah-e-Zard or Dalli has been
conducted in accordance with an internationally recognised and accepted method.
Equally the amount of exploratory work, particularly diamond drilling at Dalli, is very
limited and is likely to result in imprecise interpretation and a weak resource model
and subsequent estimate. It should be emphasised that this is not a reflection of the
exploratory work, trenching, drilling and sampling, which is exemplary, but rather the
fact that limited work has been completed and consequently minimal data is
available to enable a robust resource model and estimate to be completed.
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9

CONCLUSION

WAI is impressed by the standard of work completed in the field at both projects and is
confident that the data produced is of a high standard being suitable for use to produce a
mineral resource estimate in accordance with an international standard such as the JORC
Code (2004).
Nevertheless the amount of intrusive investigation (particularly at Dalli) is still limited and
requires considerably more drilling to be able to realise its potential. Chah-e-Zard has
undergone a more thorough, albeit shallow, drilling programme that has revealed strong
gold mineralisation to a depth of around 200m. However, this data has also revealed the
geological complexity exhibited by the hydrothermal intrusive units that has caused
difficulty in its 3D interpretation and ‘reserve’ model and estimate. Nevertheless the lack of
drilling also means that the deposit remains open at depth and laterally.
Persian Gold propose to undertake a Pre-Feasibility Study once the Discovery Certificate is
approved on this defined near-surface oxide gold resource. The study will incorporate
capital cost estimates, operating cost basis, recovery factors, stripping ratios and economic
parameters for an open pit heap leach operation for some 20,000oz of gold per year. An
initial assessment suggests that the deposit metallurgy will be suitable for heap leaching of
some 750,000t of ore per year with a gold and silver recovery of 80%. The operating cost is
estimated as being US$12.00 per tonne of ore and the operation would require a Capital
cost of some US$5M for a Life of Mine of 7 years based on the estimated near surface oxide
resource of 1Mt.
However, the project is currently inactive following submission of the “Final report of
exploration for application of a Discovery Certificate” (based on the near surface oxide
resource) to the Ministry, this is understood to be accepted in principle, but not officially
approved.
The Dalli gold-copper porphyry project is located within the central volcanic belt, UDMA
(Urimieh Dokhtar Magmatic Arc), which hosts other major porphyry systems.

For

comparative purposes, two of the largest porphyry copper deposits in Iran, Sar Cheshmeh
and Sungun (Figure 9.1), have copper grades slightly higher than that of Dalli’s South Hill
mineral system. The copper grade at Sar Cheshmeh is approximately 0.70% and that of
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Sungun is 0.75% with only minor by-product gold for each; however the gold grade in Dalli
South Hill is significant and wiill likely influence the economics of the projeect.
It is also considered that Dalli shows many similarities with the Skouriees Cu-Au porphyry
deposit located in the Alpine belt in Greece. Skouries contains 206Mt at 00.54%Cu and 0.8g/t
Au and has a surface area of
o 200m x 200m with mineralisation extend
ding to a depth of
700m. In addition both Dalli and Skouries have similar characteristics witth Northpark Cu-Au
porphyry deposit in Australia..

Figure 9.1: Comparison of UDMA with other Significant Copper M
Mining Areas
An internal study identified a mineral resource to 50m on the South
h Hill of Dalli that
contains a Proven reserve of 5.6Mt at 0.377% Cu and 0.5g/t Au and a further Probable
reserve of 7.8Mt at 0.3% Cu. The mineralogy is believed to be amenablle to heap leaching
though it is believed that thee project would require a Capital investment of US$15-20M to
initiate.
However, and as with Chah-ee-Zard, the project is currently inactive follow
wing submission of
the “Final report of exploratiion for application of a Discovery Certificate” to the Ministry.
Award of the Discovery Certificates is crucial to the development of the projects and the
future involvement of Persian
n Gold.
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GLOSSARY OF TERMS
“°C”
“AAS”
“acid”

“Ag”
“alkaline”
“alteration”
“alunite”
“amphibole”
“andesite”
“antimony”
“Arc (Island Arc)”
“argillic”
“artisanal”
“Aster”
“Au”
“barite”

“barren”
“basalt”
“basement”
“biotite”
“breccia”
“cadmium”
“calc-alkaline”
“Cambrian”
“Cenozoic”
“CGeol”
“chargeability”
“chip samples”
“chalcopyrite”
“chlorite”
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Degrees Celsius.
Atomic Adsorption Spectrometry; chemical technique used to determine the
concentration of a specific metal element in a sample.
Igneous or volcanic rock containing more than about 60% silica (SiO2) by weight,
most of the silica being in the form of silicate minerals, but with the excess of about
10% being free quartz.
Chemical symbol for the element silver.
Any strongly basic substance, such as a hydroxide or carbonate of an alkali metal
(e.g., sodium, potassium).
Changes in the chemical or mineralogical composition of a rock, generally produced
by weathering or hydrothermal solutions.
A trigonal mineral, KAl3(OH)6(SO4)2; massive or disseminated; formed from sulphuric
acid acting on potassium feldspar in volcanic regions.
A mineral group characterised by double chains of silica tetrahedra, in the
orthorhombic or monoclinic crystal systems.
Fine-grained igneous rock with no quartz or orthoclase, composed of about 75%
plagioclase feldspars, balance ferromagnesian silicates.
An extremely brittle metal with a flaky, crystalline texture; chemical symbol, Sb.
Series of volcanoes that lie on the continental side of an oceanic trench, resulting
from the subduction process.
Pertaining to clay or clay minerals; e.g., argillic alteration in which certain minerals
of a rock are converted to minerals of the clay group.
Small-scale miner, or subsistence miner, working independently for their own
resources.
Advanced Spaceborne Thermal Emission and Reflection Radiometer; designed to
monitor the state of Earth's environment and ongoing changes in its climate system.
Chemical symbol for the element gold.
Orthorhombic mineral, 4[BaSO4]; occurs as masses of crystals with sand and clay
(desert roses); in veins or in residual masses on limestone; the principal source of
barium.
Of rock or vein material containing no minerals of value.
Fine-grained igneous rock dominated by dark-coloured minerals, consisting of
plagioclase feldspars (over 50%) and ferromagnesian silicates.
Oldest rocks exposed in an area.
"Black mica," ranging in colour from dark brown to green. Rock-forming
ferromagnesian silicate mineral with tetrahedra in sheets.
Clastic rock made up of angular fragments of such size that an appreciable
percentage of rock volume consists of particles of granule size or larger.
Soft, bluish-white metal; chemical symbol, Cd.
Said of a series of igneous rocks in which the weight percentage of silica is between
56 and 61 when the weight percentages of CaO and of K2O+Na2O are equal.
Geologic period of time from 590 to 505Ma.
An era of geologic time, from the beginning of the Tertiary (65Ma) period to
the present.
Chartered Geologist of the Geological Society.
See IP
A regular series of rock chips taken either in a continuous line across an exposure or
at uniformly spaced intervals.
The mineral sulphide of iron and copper, CuFeS 2 ; sometimes called copper
pyrite or yellow copper ore.
Tetrahedral sheet silicates of iron, magnesium, and aluminium, characteristic of lowgrade metamorphism; green colour, with cleavage like mica.
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“conglomerate”

“CPR”
“crackle breccia”
“Cu”
“dacite”
“deposit”
“diamond drill” or
“diamond core hole”
“diamond drilling”
“diorite”
“disseminated”
“dyke”
“Eocene”
“epidote”
“epithermal”
“fault”
“Fe”
“feasibility study”
“feldspar”
“FGS”
“fire assay”
“flow dome”
“g/t”
“gabbro”
“GDP”
“geochemical”
“geophysics” or
“geophysical”
“gneiss”
“grade”
“granite”

“granodiorite”
“heap leach”

“Hg”
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Detrital sedimentary rock made up of more or less rounded fragments of such size
that an appreciable percentage of volume of rock consists of particles of granule size
or larger.
Competent Persons Report
An incipient breccia having fragments parted by planes of rupture but showing little
or no displacement. It is commonly a chemical deposit.
Chemical symbol for copper.
Fine-grained igneous rock with composition between rhyolite and trachyte.
A body of mineralisation that represents a concentration of valuable metals.
Hole made by a rotary drill using diamond-edged bits which produces a solid
continuous core sample of the rock.
Drilling method which obtains a cylindrical core of rock by drilling with an annular
bit impregnated with diamonds.
Coarse-grained igneous rock with composition of andesite (no quartz or orthoclase),
composed of 75% plagioclase feldspars and balance ferromagnesian silicates.
Mineral deposit in which the desired minerals occur as scattered particles in the
rock, but in sufficient quantity to make the deposit an orebody.
Sheet-like body of igneous rock which is discordant, generally steeply dipping.
The epoch of the Tertiary period between the Palaeocene and Oligocene epochs.
Silicate of aluminum, calcium, and iron characteristic of low-grade metamorphism
and associated with chlorite and albite in greenschist facies.
Said of a hydrothermal mineral deposit formed within about 1km of the Earth's
surface and in the temperature range of 50 to 200°C, occurring mainly as veins.
Surface of rock fracture along which there has been differential movement.
Chemical symbol for iron.
Extensive technical and financial study to assess the commercial viability of a
project.
Most important group of rock forming silicate minerals, with end-members, alkali
feldspar KalSi2O8, sodium feldspar NaAlSi2O8 and calcium feldspar CaAlSi2O8.
Fellow of the Geological Society
Dry thermal technique for gold and silver analysis, requiring a furnace heat;
commonly involves the processes of scorification and cupellation.
Roughly circular mound-shaped protrusion resulting from the slow eruption of felsic
lava (usually rhyolite and/or dacite) from a volcano.
gramme per metric tonne
Coarse-grained igneous rock with the composition of basalt.
Gross Domestic Product; total value of goods produced and services provided in a
country in one year.
Prospecting techniques which measure the content of specified metals in soils and
rocks; sampling defines anomalies for further testing.
Prospecting techniques which measure the physical properties (magnetism,
conductivity, density, etc.) of rocks and define anomalies for further testing.
Metamorphic rock with gneissic cleavage. Commonly formed by metamorphism of
granite.
Relative quantity or the percentage of ore mineral or metal content in an ore body.
Coarse-grained igneous rock dominated by light-coloured minerals, consisting of
about 50% orthoclase, 25% quartz, and balance of plagioclase feldspars and
ferromagnesian silicates.
Coarse-grained igneous rock intermediate in composition between granite and
diorite.
Process used for the recovery of metal ore from weathered low-grade ore. Crushed
material is laid on a slightly sloping, impervious pad and uniformly leached by the
percolation of the leach liquor trickling through the beds by gravity to ponds. The
metals are recovered by conventional methods from the solution.
Chemical symbol for mercury.
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“hornblende”
“hydrothermal”
“ICP-MS”

“igneous”
“ignimbrite”
“intermediate”
“intrusive”
“IP”

“JORC Code”
“kaolinite”
“km(s)”
2
“km ”
“Landsat TM”
“lapilli”
“leached”
“leaching”
“leucocratic”

“m”
“Ma”
“Magmatic arc”
“magnetic”
“magnetite”
“malachite”
“manto”
“marble”
“marl”
“mesothermal”
“Mesozoic”
“metamorphic” or
“metamorphosed”
“mineral resource”
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A rock-forming ferromagnesian silicate mineral with double chains of silicon-oxygen
tetrahedra. An amphibole.
Refers in the broad sense to the process associated with alteration and
mineralisation by a hot mineralised fluid (water).
Inductively Coupled Plasma - Mass Spectrometry; type of highly sensitive mass
spectrometry that is capable of the determination of a range of metals and several
12
non-metals at concentrations below one part in 10 (part per trillion).
Said of a rock or mineral that solidified from molten or partly molten material, i.e.,
from a magma.
Rock formed by the widespread deposition and consolidation of ash flows.
Said of an igneous rock that is transitional between basic and silicic (or between
mafic and felsic), generally having a silica content of 54% to 65%; e.g. diorite.
Of or pertaining to intrusion - both the processes and the rock so formed.
Induced Polarisation; geophysical method whereby an induced electrical
polarisation is manifested by a decay of voltage in the ground following the
cessation of an excitation current pulse; measures the the voltage decay or
chargeability.
Joint Ore Reserve Committee Code; the Committee is convened under the auspices
of the Australasian Institute of Mining and Metallurgy
8
Clay mineral, hydrous aluminous silicate, Al4Si4O10(OH)
kilometres
square kilometres
Landsat Thematic Mapper; provide repetitive coverage of continental Earth surfaces
in the visible, near-infrared, short-wave, and thermal infrared formats.
Pyroclastics that may be either essential, accessory, or accidental in origin, of a size
range that has been variously defined within the limits of 2mm and 64mm.
A rock that is subject to the process of being broken down by the action of
substances dissolved in water.
see cyanidation
Light-coloured; applied to igneous rocks that are relatively poor in mafic minerals.
Percentage of mafic minerals necessary for a rock to be classified as leucocratic
varies but is usually given as less than 30%.
metre
Million Years.
A line of batholiths or volcanoes. Generally the line, as seen from above, is curved.
A geophysical technique used to measure the magnetic susceptibility of rocks.
An iron ore mineral, Fe3O4
Cu2CO3(OH)2; bright green; occurs in oxidized zones of copper deposits and a source
of copper.
A flat-lying, bedded deposit; either a sedimentary bed or a replacement stratabound orebody.
Metamorphic rock composed essentially of calcite, dolomite, or a combination of
the two, fine to coarse-grained crystalline texture.
Calcareous clay or intimate mixture of clay and particles of calcite or dolomite,
usually shell fragments.
Hydrothermal mineral deposit, formed at great depth at temperatures of 200300°C.
An era of geologic time, from the end of the Paleozoic to the beginning of the
Cenozoic, about 225Ma to about 65Ma.
Process whereby rocks undergo physical or chemical changes or both; agents of
metamorphism are heat, pressure, and chemically active fluids.
a concentration or occurrence of material of intrinsic economic interest in or on the
Earth’s crust in such a form that there are reasonable prospects for the eventual
economic extraction; the location, quantity, grade geological characteristics and
continuity of a mineral resource are known, estimated or interpreted from specific
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“mineralisation”
“Miocene”
“mm”
“Mo”
“molybdenum”
“monzonite”
“Mt”
“ore”
“orebody”
“orogenic”
“ounce” or “oz”
“oxide”

“Pb”
“Phanerozoic”
“phreatic”
“phreato-magmatic”
“phyllic”

“Pliocene”
“plutonic”
“porphyritic”
“porphyry”
“potassic”
“Pre-Feasibility Study”
“Precambrian”
“precious metal”
“propylitic”
“pyrite”
“pyroclastic”
“QA/QC
“quartz”
“resistivity”
“RQD”
“Sb”
“schist”
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geological evidence and knowledge; mineral resources are sub-divided into Inferred,
Indicated and Measured categories
Process of formation and concentration of elements and their chemical compounds
within a mass or body of rock.
An epoch of the later Tertiary period, after the Oligocene and before the Pliocene.
millimetre, one thousandth of a metre.
Chemical symbol for molybdenum.
Silvery-white, very hard, metallic element; chemical symbol, Mo; does not occur
native, but is obtained principally from molybdenite.
A granular plutonic rock containing equal amounts of orthoclase and plagioclase,
and thus intermediate between syenite and diorite. Quartz is minor or absent.
Million tonnes.
Naturally occurring material from which a mineral or minerals of economic value
can be extracted profitably or to satisfy social or political objectives.
Mining term to define a solid mass of mineralised rock which can be mined
profitably under current or foreseeable economic conditions.
Process by which mountain structures develop.
troy ounce (= 31.1035 grammes)
Mineral formed by the union of an element with oxygen; the portion of an orebody
near the surface that has been leached by percolating water carrying oxygen,
carbon dioxide, or other gases.
Chemical symbol for lead.
That part of geologic time represented by rocks in which the evidence of life is
abundant, i.e. Cambrian and later time.
Pertaining to ground water.
A magma being in contact with ground water which is converted to the vapour
phase.
Hydrothermal alteration typically resulting from removal of sodium, calcium, and
magnesium from calc-alkalic rocks, with pervasive replacement of silicates, muting
the original rock texture.
The period in the geologic timescale that extends from 5 to 2.5Ma before present
and is the second and youngest epoch of the Neogene Period in the Cenozoic Era.
Pertaining to igneous rocks (granite or diorite or gabbro) formed at great depths.
Medium coarse-grained intrusive or volcanic rock which is conspicuous by
containing more than 25% large well-formed crystals by volume.
Igneous rock containing conspicuous phenocrysts (crystals) in fine-grained or glassy
groundmass.
Of, pertaining to, or containing potassium; relating to or containing potash.
Studies gathering together the information that is required for a decision whether
and how to proceed further.
Era before 590Ma.
Gold, silver and platinum group minerals.
The result of low-pressure-temperature alteration around orebodies.
Mineral compound of iron and sulphur, sulphide mineral, iron sulphide, chemical
symbol FeS2.
Being or pertaining to rock fragments produced by explosive or aerial ejection of
ash, fragments, and glassy material from a volcanic vent.
Quality Assurance/Quality Control: procedures to ensure the validity of e.g. drilling,
sampling and analyses.
Mineral composed of silicon dioxide.
Geophysical technique to measure the electrical resistance of rocks.
Rock Quality Designation is a measure of the degree of jointing or fracture in a rock
mass, measured as a percentage of the drill core in lengths of 10cm or more.
Chemical symbol for the element antimony.
Metamorphic rock dominated by fibrous or platy minerals.
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“sedimentary”
“sericite”

“silica”
“silicification”
“specific gravity”
“specularite”
“stockwork”
“sratovolcano”
“strike-slip”
“subduction”
“sulphate”
“sulphide”

“t”
“Tertiary”

“tonalite”

“trachyandesite”

“trachyte”

“trench sampling”
“tuff”
“vein”
“XRF”

“XRD”
“Zn”
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Rocks formed from material derived from pre-existing rocks by processes of erosion,
mass wasting and weathering.
A white, fine-grained potassium mica occurring as an alteration product of various
aluminosilicate minerals, found in various metamorphic rocks (esp. in schists and
phyllites) or in the wall rocks, fault gouge, and vein fillings of many ore deposits.
The chemically resistant dioxide of silicon, SiO2.
the introduction of silica into a rock, either filling pore spaces or replacing preexisting minerals
Specific gravity; usually means relative density with respect to water; [the term
"relative density" is often preferred in modern scientific usage].
A black or grey variety of haematite with splendant metallic luster, often showing
iridescence; occurs in micaceous or foliated masses or in tabular or disk-like crystals.
Mineral deposit consisting of a three-dimensional network of planar to irregular
veinlets.
A cone-shaped volcano built from alternating layers of pyroclastics and viscous
andesitic lava. Stratovolcanos tend to be very large and steep.
Component of the movement or slip that is parallel to the strike of the fault;
horizontal displacement; horizontal separation.
Process that takes place at convergent boundaries by which one tectonic plate
moves under another tectonic plate.
2
Mineral formed by combination of complex ion (SO4) - with positive ion. Common
example: gypsum, CaSO4 · 2H2O.
Mineral containing sulphur in its non-oxidised form; that part of a sulphide deposit
that has not been oxidised by near-surface waters.
Ore which is in its primary mineralised state and has not undergone the process of
natural oxidation.
metric tonne
First period of the Cenozoic Era, covered the span of time between 65Ma and 3 to
2Ma. It is divided into five epochs: the Paleocene, Eocene, Oligocene, Miocene, and
Pliocene.
An igneous, plutonic (intrusive) rock, of felsic composition, with phaneritic texture.
Feldspar is present as plagioclase with 10% or less alkali feldspar. Quartz is present
as more than 20% of the rock.
An extrusive rock, intermediate in composition between trachyte and andesite, with
sodic plagioclase, alkali feldspar, and one or more mafic minerals (biotite,
amphibole, or pyroxene).
A group of fine-grained, generally porphyritic, extrusive rocks having alkali feldspar
and minor mafic minerals (biotite, hornblende, or pyroxene) as the main
components, and possibly a small amount of sodic plagioclase; also, any member of
that group; the extrusive equivalent of syenite.
Sampling of a trench cut through the rock, generally in the form of a series of
continuous channels (channel samples).
Rock consolidated from volcanic ash.
Tabular deposit of minerals occupying a fracture, in which particles may grow away
from the walls towards the middle.
X-ray fluorescence; emission of characteristic "secondary" (or fluorescent) X-rays
from a material that has been excited by bombarding with high-energy X-rays or
gamma rays; widely used for elemental analysis.
X-ray diffraction; method of determining the arrangement of atoms within a crystal,
in which a beam of X-rays strikes a crystal and diffracts into many specific directions.
Chemical symbol for zinc.
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PART 10
ADDITIONAL INFORMATION
1.

Responsibility

1.1

The Company and the Directors, whose names appear on page 3 of this Document, accept
responsibility for all the information contained in this Document, including individual and collective
responsibility for compliance with the AIM Rules. To the best of the knowledge and belief of the
Company, the Directors (who have taken all reasonable care to ensure that such is the case), the
information contained in this Document is in accordance with the facts and does not omit anything
likely to affect the import of such information.

1.2

Servolab accepts responsibility for its report set out in Part 9 of this Document. To the best of the
knowledge of Servolab (which has taken all reasonable care to ensure that such is the case), the
information contained in such report is in accordance with the facts and does not omit anything likely
to affect the import of such information.

1.3

Carta Design Limited accepts responsibility for its report set out in Part 9 of this Document. To the
best of the knowledge of Carta Design Limited (which has taken all reasonable care to ensure that
such is the case), the information contained in such reports are in accordance with the facts and do not
omit anything likely to affect the import of such information.

1.4

Wardell Armstrong LLP accepts responsibility for its report set out in Part 9 of this Document. To the
best of the knowledge of Wardell Armstrong LLP (which has taken all reasonable care to ensure that
such is the case), the information contained in such report is in accordance with the facts and does not
omit anything likely to affect the import of such information.

1.5

Deloitte accepts responsibility for its reports set out in Parts 5 to 7 of this Document. To the best of
the knowledge of Deloitte (which has taken all reasonable care to ensure that such is the case), the
information contained in such report is in accordance with the facts and does not omit anything likely
to affect the import of such information.

2.

The Company

2.1

The Company was incorporated on 18 November 2003 in England and Wales under the Companies
Act 1985 with registration number 04967918 under the name Caribbean Gold Limited. It
subsequently changed its name to Persian Gold Limited on March 2004. The Company subsequently
re-registered as a public limited company on 18 November 2004.

2.2

The liability of the members of the Company is limited. The Company has an unlimited life.

2.3

The registered office of the Company is 20-22 Bedford Row, London WC1R 4JS. The principal places
of business of the Company following Admission will be Ghana, Peru, Bolivia and the United States.
The telephone number of the Company at its principal place of business is +353 (0)1 833 2833.

2.4

The Company’s main activity is that of investment in hydrocarbon exploration and production in
Ghana, Peru, Bolivia, Iran and the United States.
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2.5

The Company is a holding company and will have interests in the following Group companies
following Admission:
Name

Country of
Incorporation

Persian Gold Limited Ireland

Holding
Company
Holding
Company
Mineral
Exploration

Persian Gold Kish Co Iran
Talaye Zard Pars

Iran

Talye Pars Yazd

Iran

Mineral
Exploration

Pan Andean
Resources
Limited
Hydrocarbon
Exploration plc
Endeavour Oil
& Gas Limited
Endeavour Oil
& Gas Inc

Ghana

Bolivian
Hydrocarbons
Limited
Petrolex SA

Jersey

Oil and Gas
Exploration in
Ghana
Holding
Company
Holding
Company
Oil and Gas
Exploration in
the US
Holding
Company

Pan Andean Oil
& Gas Limited
2.6

Principal
Activity

England and Wales
England and Wales
US

Bolivia

England and Wales

Oil and gas
exploration in
Boliva
Dormant

Percentage owned by the Company
100%
100% through Persian Gold Limited
48% through Persian Gold Limited
and 51% through Persian Gold
Kish Co
19% through Persian Gold Limited
and 51% through Persian Gold
Kish Co
30% through Hydrocarbon
Exploration plc and 30% directly
100%
100% through Hydrocarbon
Exploration plc
100% through Endeavour Oil & Gas
Limited
100% through a trust held with
Barclays Wealth Corporate Services
Limited
98% shareholding, with control over
100%
100% through Hydrocarbon
Exploration plc

Following Admission, the Enlarged Group and its Subsidiaries will have 6 employees. The geographic
location and nature of activity of such employees is set out in the table below:
Number of Employees

Geographic Location

Main Category of Activity

1
None
None
None
5

Bolivia
Ghana
Iran
United States
Ireland

Accounts

CEO, CFO, COO and Accounts

3.

Share Capital

3.1

The share capital history of the Company from the date of the Company’s incorporation to the date of
this Document is as follows:
3.1.1 At the date of incorporation, the authorised share capital of the Company was £1,000,000,
divided into 1,000,000 shares of £1.00 each, of which 2 shares of £1.00 each were in issue fully
paid or credited as fully paid to the subscribers of the Company’s memorandum.
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3.2

Since the date of incorporation up to the date of this Document there have been the following changes
in the authorised and issued share capital of the Company:
(a)

on the 18 November 2003 1 ordinary share of £1.00 was allotted for £1.00.

(b)

by resolution dated 4 May 2004 the 2 issued shares of £1.00 each were subdivided and
converted into 200 ordinary shares of £0.01 each.

(c)

by resolution dated 4 May 2004 the authorised but unissued ordinary shares of £1.00 were
converted into 99,999,800 ordinary shares of £0.01 each.

(d)

by resolution dated 4 May 2004 the authorised share capital of the Company increased from
£1,000,000 to £2,000,000 by the creation of 100,000,000 ordinary shares of £0.01 each.

(e)

on 4 May 2004, 6,000,000 ordinary shares of £0.01 were allotted for £0.01 each.

(f)

on 5 May 2004, 4,000,000 ordinary shares of £0.01 each were allotted for £0.01 each.

(g)

on 10 November 2004, 2,938,000 ordinary shares of £0.01 each were allotted for £0.10 each.

(h)

on 9 December 2004, 10,000 ordinary shares of £0.01 each were allotted for £0.10 each.

(i)

by resolution dated 31 May 2005 the 12,948,200 issued ordinary shares of £0.01 were
subdivided and converted into 51,792,800 Ordinary Shares.

(j)

by resolution dated 31 May 2005 the 187,051,800 authorised but unissued ordinary shares of
£0.01 were subdivided and converted into 748,207,200 Ordinary Shares.

(k)

on 20 June 2005, 4,000,000 Ordinary Shares were allotted for £0.25 each.

(l)

on 7 November 2006, 10,000 Ordinary Shares were allotted at £0.17 each.

(m)

on 1 October 2007, 7,609,398 Ordinary Shares were allotted at £0.15 each.

(n)

on 9 December 2008, 11,250,000 Ordinary Shares were allotted at £0.04 each.

(o)

on 4 June 2010, 510,673 Ordinary Shares were allotted at £0.04 each.

(p)

on 14 January 2011, 2,455,000 Ordinary Shares were alloted at £0.04 each.

3.3

By special resolution dated 7 July 2009 the directors were generally and unconditionally authorised
to exercise all the powers of the Company to allot relevant securities within the meaning of
Section 80 of the Companies Act 1985. The maximum securities which may be allotted under the
authority conferred is the authorised but unissued Ordinary Shares in the capital of the Company. The
authority conferred expires on 7 July 2014 unless and to the extent that such authority is renewed,
revoked or extended prior to such date. The Company may, before such expiry make an offer or
arrangement which would or might require relevant securities to be allotted after such expiry and the
directors may allot relevant securities in pursuance of such offer or agreement, notwithstanding that
the authority hereby conferred had expired.

3.4

By special resolution dated 7 July 2009 the directors were empowered pursuant to section 95 of the
Companies Act 1985 to allot equity securities within the meaning of said section 94 for cash if
section 89(1) of the said Act did not apply to any such allotment, provided that this power shall expire
on 7 July 2014 unless and to the extent that such authority is renewed, revoked or extended prior to
such date, save that the company may before such expiry make an offer or arrangement which would
or might require securities to be allotted after such expiry and the directors may allot equity securities
in pursuance of such offer or agreement as if the power conferred by this paragraph had not expired.

3.5

The authorities in paragraphs 3.3 and 3.4 of this Part 10 will be superseded by the authorities granted
on the passing of Resolution 2 and Resolution 3 of the Resolutions.
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3.6

Save as referred to in paragraphs 4, 5 and 7 below of this Part 10, no share or loan capital of the
Company is under option or has been agreed, conditionally or unconditionally, to be put under option,
and there are in issue no convertible securities.

3.7

There are no shares not representing share capital and there are no Ordinary Shares in the Company
held by or on behalf of the Company or by any of the Company’s subsidiaries’ undertakings.

3.8

Resolutions to authorise the allotment and issue of the New Ordinary Shares are set out in the notice
of General Meeting set out at the end of this Document.

3.9

The Placing will result in the issue of 41,688,171 Placing Shares.

3.10 The Subscription will result in the issue of 3,775,500 Subscription Shares.
3.11 67,513,600 Consideration Shares will be issued to HyEx Shareholders on completion of the
Acquisition.
3.12 2,659,363 Ordinary Shares will be issued on the exercise of the New Warrants.
3.13 5,400,000 Ordinary Shares will be issued on the exercise of certain Options by the Directors as
detailed in paragraph 7.4 of this Part 10.
3.14 The Company’s issued share capital at the date of this Document is, and is expected to be immediately
following Admission, as follows:

Issued

As at the date of this Document
Number of
Ordinary
Nominal
Shares
Amount (£)
Value (£)
in issue

Amount (£)

194,069.59

496,661.17

0.0025

77,627,835

As at Admission

Nominal
Value (£)
0.0025

Number of
Ordinary
Shares
in issue
198,664,469

3.15 There is no class of shares in issue other than Ordinary Shares.
3.16 No Ordinary Shares are issued other than as fully paid.
3.17 In accordance with the articles of association of the Company and the proposed New Articles, the
authorised but unissued Ordinary Shares are placed under the control of the Directors.
3.18 The Ordinary Shares are in registered form and may be held in either certificated or uncertificated
form.
3.19 The share capital reconciliation as required to be disclosed in accordance with the AIM Rules is as
follows:
As at start of financial year
1 January 2010

As at end of financial year
31 December 2010

74,662,198

75,172,835

Issued Ordinary Shares

3.20 Pursuant to the terms of the Acquisition, more than 10 per cent. of the Company’s share capital will
be paid for with assets other than cash.
4.

Warrants

4.1

On 2 December 2008, certain Directors received 2,650,000 Warrants which were issued to investors
participating in a placing of Ordinary Shares by the Company (on the basis of one Warrant for every
two Ordinary Shares subscribed for). The Warrants carried an exercise price of 4p per share with an
exercise period of two years from the date of issue of the Warrants. The Company has been in a close
period (as defined in the AIM Rules) since 22 June 2010 and the Warrants held by the Directors have
now lapsed. The Company announced earlier today that it had issued 2,650,000 New Warrants to
certain Directors. The exercise period for these New Warrants is one month from the date of issue. It
is expected that the New Warrants will be exercised prior to Re-Admission. Details of the New
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Warrants as at 3 February 2011 (being the latest practicable date prior to publication of this
Document) held by the Directors are set out in paragraph 7.5 of this Part 10.
4.2

Prior to Admission 649,616 warrants shall be issued to Optiva to subscribe for 649,616 Ordinary
Shares at the Placing Price. These warrants are exerciseable for 3 years from Admission.

5.

Share Options

5.1

To further motivate the Company’s employees, the Board adopted the Scheme as an unapproved
option scheme to authorise the Company to issue share options to employees on 4 May 2004.

5.2

The terms of the Share Option Scheme are as follows:
5.2.1 Eligibility
Subject to the provisions of the Scheme, the Board may grant an option to any employee,
officer or Director or any Subsidiary (“Scheme Member”).
5.2.2 Limits
The maximum number of Ordinary Shares in respect of which Options may be granted
pursuant to the Scheme shall not exceed an aggregate of 15 per cent. of the number of issued
Ordinary Shares from time to time. The maximum number of Ordinary Shares issued on the
exercise of Options must not during the period of 10 years from the date of adoption of the
Scheme exceed 15 per cent. of the number of issued Ordinary Shares from time to time. The
limitations may be adjusted by the Company’s auditors following the issue of additional
Ordinary Shares by way or rights or capitalisation of profits or reserves or any sub division or
reduction or consolidation of the capital of the Company.
5.2.3 Grant of options
The Board, in its discretion after the adoption of the Scheme may, at any time, offer to Scheme
Members Option under the Scheme at the option price on terms that the offer will lapse unless
acceptance from the Scheme member is received by the Company together with the option
price within 10 days of the date of the offer. Within 30 days of receipt of the acceptance and
the option price, the Board shall issue the Scheme Member with an option certificate. The
Board shall determine whether such Option may be assigned or transferred and impose such
conditions as they see fit. No Option shall be granted on a date more than 10 years from the
date of the adoption of the Scheme.
5.2.4 Exercise of options
Save as provided for in (e), (f) and (g) below, the Options may be exercised at any time within
a seven year period from the date of grant. An Option not exercised within that period shall
lapse. Notice of exercise of the option shall be in writing accompanied by the relevant option
certificate and payment of the subscription price for the Ordinary Shares in respect of which
the Option is exercised. As soon as is practicable after receipt by the Company of the notice
certificate and payment, Ordinary Shares for which the Option has been exercised shall be
issued by the Company to the option holder. The shares issued pursuant to the option shall rank
pari passu with the Ordinary Shares then in issue.
5.2.5 Termination of the right to exercise the option
The right to exercise an Option shall terminate on the option holder ceasing to be an employee,
officer or Director of the Company or its Subsidiary, subject to certain exceptions.
5.2.6 Takeover
If an offer is made to the holders of the entire issued share capital of the Company to acquire
the shares held by them and such offer is, becomes or is declared unconditional, the option
holder may within sixty days of being notified that the offer is, becomes or is declared
unconditional, exercise all or any of those options which are unexercised. All Options which
have not been exercised at the expiration of such period will lapse.
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5.2.7 Winding up
If an order is made or a resolution is passed for the winding up of the Company on the basis of
insolvency all unexercised Options at the date of the order or resolution will lapse. If the
Company is wound up by reason of amalgamation or reconstruction, all Options still
unexercised shall endure for the benefit of the option holders in the amalgamated or
reconstructed Company on the same terms and conditions. In the event of a members voluntary
winding up, the option holders shall be entitled within 90 days of the commencement of the
winding up (but not after the expiration of seven years from the date of the grant) to exercise
in full the unexercised Options.
5.2.8 Adjustment of options
The number of Ordinary Shares which may be acquired on the exercise of an Option and/or
subscription price in respect of such Ordinary Shares may be adjusted in such manner as the
Auditors determine to be appropriate following upon issue of additional shares in the Company
by way of rights of capitalisation of profits or reserved or any sub-division, reduction or
consolidation of the share capital of the Company made while a subsisting Option remains
unexercised, provided always that:
No adjustment to the subscription price shall be made which would result in the Ordinary
Shares issued on the exercise of the Option being issued at a discount. If such an adjustment
would but for this proviso have so resulted, the subscription price payable shall be the nominal
value of the Ordinary Shares; and
Upon any adjustment being made the Company shall notify the Option holder in writing and
shall upon request and surrender of his Option certificate(s) deliver to him or them a new
Option certificate(s) setting forth the subscription price thereafter in effect and the number of
Ordinary Shares thereafter to be issued on the exercise of the Option(s).
5.2.9 General Provisions
5.2.9.1 The Company will keep available sufficient authorised but unissued Ordinary Shares
to permit the exercise of all Options which may be exercisable from time to time. The
Board may make such rules and regulations not inconsistent with the provisions of the
Scheme and establish such procedure for the administration of the Scheme as it deems
appropriate. In the event of any dispute or disagreement as to the interpretation of the
Scheme or of any rule, regulation or procedure or as to any question or right arising
from or related to the Scheme the decision of the Board shall be final and binding upon
all persons. The rights and obligations of an Option Holder as an Employee, Officer or
Director within the Group shall not be affected by his participation therein, and in the
Scheme shall afford an Option Holder no additional right to compensation or damages
in consequence of the termination of his office or employment for any reason
whatsoever. In any matter in which they are required to act the Auditors shall be
deemed to be acting as experts and not as arbitrators and the Arbitration Act 1996 shall
not apply hereto.
5.2.9.2 The Board may at any time amend the Scheme in specific clauses and it may otherwise
be altered only by resolution of the Company in general meeting. The Board may in its
absolute discretion at any time terminate the operation of the Scheme and in such event
no further Options will be offered but in all other respects the provisions of the Scheme
shall remain in force.
5.2.9.3 Every Option shall be subject to the conditions that no Ordinary Share shall be issued
to the option Holder pursuant to the exercise of an Option if such issue would be
contrary to any enactment or regulation for the time being in force in the United
Kingdom.
5.3

All Options and those options which are to be granted to HyEx Option holders will be governed by
the terms of the Share Option Scheme.
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5.4

In addition to the Options held by Directors (as detailed at paragraphs 7.4, 7.8 and 7.9 of this Part 10)
a further 2,675,000 Options are held by senior employees and consultants of the Group exercisable as
follows:
No of Options
1,460,000
460,000
190,000
200,000
100,000
225,000
40,000

Exercise Price

Expiry Date

£0.00025
£0.025
£0.25
£0.235
£0.18
£0.15
£0.17

06/05/11
10/11/11
20/06/12
12/04/13
31/07/13
04/10/14
12/01/15

6.

Directors

6.1

Other than their directorships of the Company, the current directorships and partnerships of the Board
and the directorships and partnerships held by them over the five years prior to the date of this
Document are as follows:
Director

Current Directorships/Partnerships

Previous Directorships/Partnerships

John Teeling

AER Sustainable Energy Limited
A.Watt & Company plc
Adam Miller & Company Limited
African Diamonds (Ireland) Limited
Andrew A Watt & Company Limited
Botswana Coal plc
Botswana Diamonds plc
Botswana Exploration plc
Brosna Whiskey plc
Carlingford Whiskey plc
Clontarf Energy Plc
Congo Diamonds plc
Connemara Mining Co of Ireland
Limited
Connemara Mining Co plc
Cooley Distillery (NI) Limited
Cooley Distillery plc
Cooley Irish Whiskey Limited
Endeavour Oil & Gas Inc
Endeavour Oil & Gas Limited
Hydrocarbon Exploration plc
Innishowen Distilleries plc
Irish Marine Oil Limited
John Locke & Company Limited
Kilbeggan Whiskey Limited
Kukama Mining & Exploration (Pty)
Limited
Lockes Distillery plc
Madini Resources plc
Miller Products Limited
Nobel Resources plc
Old Tryconnell Whiskey Limited
Orapa Diamonds plc
Pan Andean Oil & Gas Limited

Pan Andean Resources plc
Alternative Energy Limited
African Diamonds plc
West African Diamonds plc
Boteti Exploration (pty) Ltd
CastlebayResources Ltd
Grampian Resources Ltd
Mwana Africa Plc
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Director

Current Directorships/Partnerships

John Teeling
(Continued)

Persian Gold
Persian Gold Limited
Petrel Industries Limited
Petrel Resources plc
Riverstown Animal Feed plc
Swala Resources plc
The Irish Whiskey Company Limited
Tyrconnell Distillery plc
Whiskey Manufacturing (NI) plc
Whiskey Manufacturing plc

James Finn

A.Watt & Company plc
Adam Miller & Company Limited
African Diamonds (Ireland) Limited
Alternative Energy Limited
Andrew A Watt & Company plc
Botswana Coal plc
Botswana Diamonds plc
Botswana Exploration plc
Brosna Whiskey plc
Carlingford Whiskey plc
Clontarf Energy Plc
Connemara Mining Co Of Ireland
Limited
Congo Diamonds plc
Connemara Mining Co plc
Cooley Distillery
Cooley Distillery NI Limited
Cooley Irish Whiskey Limited
Endeavour Oil & Gas Inc
Endeavour Oil & Gas Limited
Erinex Resources
Hydrocarbon Exploration plc
Innishowen Distilleries plc
Irish Marine Oil Limited
John Locke & Company Limited
Kilbeggan Whiskey Limited
Lockes Distillery plc
Madini Resources plc
Miller Products Limited
Nobel Resources plc
Old Tryconnell Whiskey Limited
Orapa Diamonds plc
Pan Andean Oil & Gas Limited
Persian Gold Limited
Persian Gold plc
Petrel Industries Limited
Riverstown Animal Feed plc
The Irish Whiskey Company Limited
Tyrconnell Distillery plc
Whiskey Manufacturing (NI) plc
Whiskey Manufacturing plc
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Previous Directorships/Partnerships

Pan Andean Resources plc
African Diamonds plc
Castlebay Resources Ltd
Grampian Resources Ltd
West African Diamonds plc
Mwana Africa Plc

Director

Current Directorships/Partnerships

Previous Directorships/Partnerships

David Horgan

Botswana Diamonds plc
Clontarf Energy Plc
Hydrocarbon Exploration plc
Nobel Resources plc
Pan Andean Oil & Gas Limited
Persian Gold Ltd
Persian Gold plc
Persian Oil and Gas Limited
Petrel Resources plc
Petrel Industries Ltd
Endeavour Oil & Gas Inc

African Diamonds plc
Panandean Resources plc
Mwana Africa Plc

Dr. Manouchehr
Takin

Persian Gold plc
Two Avenue Road Limited

Jack Teeling

Cooley Distillery plc
Imagine Technologies Limited
Persian Gold plc

6.2

The business address of each of the Directors is 162 Clontarf Road, Dublin 3, Ireland.

6.3

As at the date of this Document, none of the Directors has:
6.3.1 any unspent convictions in relation to indictable offences; or
6.3.2 been declared bankrupt or made any individual voluntary arrangement; or
6.3.3 been a director of a company at the time of or within the twelve months preceding any
receivership, compulsory liquidation, creditors’ voluntary liquidation, administration,
voluntary arrangement or any composition or arrangement with creditors generally or any class
of creditors; or
6.3.4 been a partner or in a partnership at the time of or within the twelve months preceding the
partnership being subject to a compulsory liquidation, administration or partnership voluntary
arrangement; or
6.3.5 had any asset subject to receivership or been a partner of any partnership at the time of or
within the twelve months preceding any asset of such partnership being subject to a
receivership; or
6.3.6 save as disclosed in paragraph 6.4 below, been subject to any public criticism by statutory or
regulatory authorities (including recognised professional bodies), nor disqualified by a court
from acting as a director of a company or from acting in the management or conduct of the
affairs of any company.

6.4

John Teeling was a former director of County Glen plc and following his departure from that
company, an inspector was appointed pursuant to section 8 of the Irish Companies Act 1990 to
investigate the affairs of County Glen plc. In a subsequent report dated July 1994, it was stated that
John Teeling was “open to some criticism for failure to exercise due care as an outgoing director”. It
was stated that he should have paid greater attention to the qualifications of the incoming directors
and their suitability for their positions.
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7.

Directors’ and Other Interests

7.1

The interests of the Directors (all of which are beneficial, unless otherwise stated), and (so far as is
known to the Directors, or could with reasonable diligence be ascertained by them) the interests of
persons connected with the Directors, in the ordinary share capital of the Company as at 3 February
2011 (being the latest practicable date prior to publication of this Document) and as at Admission will
be as follows:
As at the date of
this document

Directors

Percentage
of issued
Number of Ordinary
Ordinary
Share
Shares
Capital

John James Teeling 11,675,400**
James Michael Finn
5,950,400
David John Horgan 5,450,000***
Jack Robert Teeling
4,725,000
Dr. Manouchehr Takin
300,000

15.04%
7.67%
7.02%
6.09%
0.39%

New Ordinary shares to be issued on Admission
Consideration
From the
Shares being
From the
From the
exercise
Placing issued to HyEx
exercise exercise of
of New Shares being Shareholders
of Options
Options
Warrants
subscribed on completion
at 0.25p
at 2.5p
at 4.0p
for at 6.0p
of the
per share per share
per share
per share
Acquisition

Number of
Ordinary
Shares

Percentage of
Enlarged
Share
Capital

1,600,000
1,000,000
700,000
1,000,000
–

22,286,633
11,024,867
10,842,233
7,247,967
450,000

11.22%
5.55%
5.46%
3.65%
0.23%

300,000
300,000
200,000
300,000
–

937,500
625,000
625,000
312,500
150,000

2,683,333
2,166,667
1,870,833
291,667
–

5,090,400
982,800
1,996,400
618,800
–

As at Admission*

*

Includes the exercise of the New Warrants as detailed in paragraph 7.5 below, the exercise of Options detailed at
7.4 below, the subscription for Placing Shares as detailed in paragraph 7.6 below and the issue of Consideration Shares
as detailed in paragraph 7.7 below.

**

9,600,000 Ordinary Shares registered in the name of Davy Crest Nominees are beneficially owned by John Teeling.

*** 2,000,000 Ordinary Shares are registered in the name of Alana Horgan, the daughter of David Horgan.

7.2

Save as disclosed above, the Directors are not aware of any interests of persons connected with them.

7.3

The Directors are not required to hold any Ordinary Shares under the New Articles.

7.4

As at 3 February 2011 (being the latest practicable date prior to publication of this Document) the
Directors hold the following Options to subscribe for Ordinary Shares granted pursuant to the Share
Option Scheme:
Director
John Teeling

James Finn

David Horgan

Jack Teeling

Dr. Manouchehr Takin

Number of Ordinary
Shares under Option

Exercise
Price (£)

1,600,000
300,000
90,000
200,000
1,000,000
300,000
90,000
200,000
700,000
200,000
50,000
200,000
1,000,000
300,000
90,000
200,000
100,000
75,000

0.0025
0.025
0.25
0.15
0.0025
0.025
0.25
0.15
0.0025
0.025
0.25
0.15
0.0025
0.025
0.25
0.15
0.235
0.15

Expire
6 May 2011
10 November 2011
20 June 2012
4 October 2014
6 May 2011
10 November 2011
20 June 2012
4 October 2014
6 May 2011
10 November 2011
20 June 2012
4 October 2014
6 May 2011
10 November 2011
20 June 2012
4 October 2014
12 April 2013
4 October 2014

The Directors intend to exercise all Options which expire by the end of 2011 prior to Admission. It is
intended that the aggregate amount of £38,250 due by the Directors to the Company on the exercise
of these Options will be offset against Directors’ fees which have been accrued since 2010 and loans
made by the Directors to the Company in August 2010.
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7.5

On 2 December 2008, certain Directors were issued 2,650,000 Warrants which were issued to
investors participating in a placing of new Ordinary Shares by the Company (on the basis of one
Warrant for every two new Ordinary Shares subscribed for). The Warrants carried an exercise price of
4p per share with an exercise period of two years from the date of issue of the Warrants. The Company
was in a close period (as defined in the AIM Rules) from 22 June 2010 until the date of this Document
and the Warrants held by the Directors have now lapsed. The Company announced earlier today that
it had issued 2,650,000 New Warrants each to subscribe for one new Ordinary Share at price of 4p per
share to certain Directors. The exercise period for these New Warrants is one month from the date of
issue. It is expected that the New Warrants will be exercised prior to Re-admission. As at 3 February
2011 (being the latest practicable date prior to publication of this Document) it is anticipated that the
Directors will hold the following New Warrants to subscribe for new Ordinary Shares:
New Warrants over one new
Ordinary Share

Exercise
Price (£)

625,000
625,000
937,500
150,000
312,500

0.04
0.04
0.04
0.04
0.04

David Horgan
James Finn
John Teeling
Dr. Manouchehr Takin
Jack Teeling

Expire
4 March 2011
4 March 2011
4 March 2011
4 March 2011
4 March 2011

It is intended that the aggregate amount of £106,000 due by the Directors to the Company for the
Ordinary Shares on the exercise of these New Warrants will be offset against Directors’ fees which
have been accrued in 2010 and loans made by the Directors to the Company in August 2010.
7.6

The Directors have subscribed for the following Placing Shares in the Placing.
Placing Shares being subscribed
for at 6.0 pence per share

Director
John James Teeling
James Michael Finn
David John Horgan
Jack Robert Teeling
Dr. Manouchehr Takin
7.7

2,683,333
2,166,667
1,870,833
291,667
–

On completion of the Acquisition the Directors shall be allotted Consideration Shares as detailed
below:
Consideration Shares
being issued to HyEx
Shareholders on completion
of the Acquisition

Director
John James Teeling
James Michael Finn
David John Horgan
Jack Robert Teeling
Dr. Manouchehr Takin
7.8

5,090,400
982,800
1,996,400
618,800
–

Certain Directors of the Company hold HyEx Options as follows:
Name

No of HyEx Options

John Teeling
James Finn
David Horgan

1,000
1,000
1,000

428

The Directors have agreed to surrender their HyEx Options, conditional on completion of the
Acquisition, in consideration for the granting by the Company of 2,800 Options per HyEx Option held
by such Directors exercisable as follows:
Director
John Teeling
James Finn
David Horgan
7.9

Number of Ordinary
Shares under Option
2,800,000
2,800,000
2,800,000

Exercise
Price (£)
0.05
0.05
0.05

Expire
14 April 2017
14 April 2017
14 April 2017

As at Admission the Directors will hold the following Options to subscribe for Ordinary Shares
granted pursuant to the Share Option Scheme:
Director
John Teeling

James Finn

David Horgan

Jack Teeling
Dr. Manouchehr Takin

Number of Ordinary
Shares under Option
2,800,000
90,000
200,000
2,800,000
90,000
200,000
2,800,000
50,000
200,000
90,000
200,000
100,000
75,000

Exercise
Price (£)
0.05
0.25
0.15
0.05
0.25
0.15
0.05
0.25
0.15
0.25
0.15
0.235
0.15

Expire
14 April 2017
20 June 2012
4 October 2014
14 April 2017
20 June 2012
4 October 2014
14 April 2017
20 June 2012
4 October 2014
20 June 2012
4 October 2014
12 April 2013
4 October 2014

7.10 Other than as set out below, the Company is not aware of any person, other than the Directors and
their immediate families, who as at 3 February 2011 (being the latest practicable date prior to
publication of this Document) and immediately following Admission will, directly or indirectly, be
interested in 3 per cent. or more of the voting rights of the Company or who, directly or indirectly,
jointly or severally exercise or could exercise control over the Company, or whose interest is notifiable
under the Disclosure Rules or otherwise in the UK:

Walker Crips Weddle Beck
Credit Agricole Luxembourg
Private Bank
Mike Thompsen

As at of this Document
Number of
Percentage of
Ordinary issued Ordinary
Shares
Share Capital

As at Admission
Number of
Percentage of
Ordinary Enlarged Issued
Shares Share Capital*

4,999,900

6.44%

4,999,000

2.52%

4,340,000
4,100,000

5.59%
5.28%

4,340,000
4,100,000

2.18%
2.06%

7.11 There are no controls in place to ensure that any shareholder having a controlling interest in the
Company does not abuse that interest.
7.12 Save for the Acquisition, neither the Directors nor the Company are aware of any arrangements in
place which may result in a change in control of the Company.
7.13 Save as disclosed in this Document, none of the Directors has any interest, beneficial or
non-beneficial, in the share or loan capital of the Company.
7.14 Save as disclosed in this Document, no Director has any interest, direct or indirect, in any assets which
have been or are proposed to be acquired or disposed of by, or leased to, the Enlarged Group and no
contract or arrangement exists in which any Director is materially interested and which is significant
in relation to the business of the Enlarged Group.
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7.15 There are no outstanding loans granted by the Company to any Director, nor are there any guarantees
provided by the Company for their benefit.
7.16 No Directors or any member of his family has a related financial product referenced to the Ordinary
Shares.
8.

Directors’ Letters of Appointment

8.1

The Company entered into a letter of appointment with John Teeling dated 24 June 2005 in respect of
his directorship of Persian Gold with effect from 18 November 2003. Under the letter of appointment,
Mr. Teeling is entitled to a fee for his services as director as shall be decided by the Board from time
to time (currently £60,000) and reimbursement of reasonable expenses incurred in performing his
duties. He is required to retire pursuant to the rotation provisions of the Articles of Association of
Persian Gold. If he is removed from office by a resolution of the shareholders, not re-elected to office
or the office is vacated in accordance with the letter of appointment he will not be entitled to
compensation.

8.2

The Company entered into a letter of appointment with James Finn dated 24 June 2005 in respect of
his directorship of Persian Gold with effect from 18 November 2003. Under the letter of appointment,
Mr. Finn is entitled to a fee for his services as director as shall be decided by the Board from time to
time (currently £60,000) and reimbursement of reasonable expenses incurred in performing his duties.
He is required to retire pursuant to the rotation provisions of the Articles of Association of Persian
Gold. If he is removed from office by a resolution of the shareholders, not re-elected to office or the
office is vacated in accordance with the letter of appointment he will not be entitled to compensation.

8.3

The Company entered into a letter of appointment with David Horgan dated 24 June 2005 in respect
of his directorship of Persian Gold with effect from 29 April 2005. Under the letter of appointment,
Mr. Horgan is entitled to a fee for his services as director as shall be decided by the Board from time
to time (currently £100,000) and reimbursement of reasonable expenses incurred in performing his
duties. He is required to retire pursuant to the rotation provisions of the Articles of Association of
Persian Gold. If he is removed from office by a resolution of the shareholders, not re-elected to office
or the office is vacated in accordance with the letter of appointment he will not be entitled to
compensation.

8.4

The Company entered into a letter of appointment with Jack Teeling dated 24 June 2005 in respect of
his directorship of Persian Gold with effect from 11 March 2004. Under the letter of appointment,
Mr. Teeling is entitled to a fee for his services as director as shall be decided by the Board form time
to time (currently £20,000) and reimbursement of reasonable expenses incurred in performing his
duties. He is required to retire pursuant to the rotation provisions of the Articles of Association of
Persian Gold. If he is removed from office by a resolution of the shareholders, not re-elected to office
or the office is vacated in accordance with the letter of appointment he will not be entitled to
compensation.

8.5

The Company entered into a letter of appointment with Dr. Manouchehr Takin dated 3 February 2011
in respect of his directorship of Persian Gold with effect from 12 April 2006. Under the letter of
appointment, Dr. Takin is entitled to a fee for his services as director as shall be decided by the Board
form time to time (currently £20,000) and reimbursement of reasonable expenses incurred in
performing his duties. He is required to retire pursuant to the rotation provisions of the Articles of
Association of Persian Gold. If he is removed from office by a resolution of the shareholders, not reelected to office or the office is vacated in accordance with the letter of appointment he will not be
entitled to compensation.

8.6

Other than as disclosed above, there are no Directors’ service contracts, or contracts in the nature of
services, with the Company, other than those which expire or are terminable without payment of
compensation on no more than 12 months’ notice.

8.7

The aggregate remuneration payable and benefits in kind to be granted to the Directors in the last
financial period ending 31 December 2010 was £180,000 and the aggregate remuneration payable and
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benefits in kind to be granted to the Directors in the current financial period ending 31 December 2011
under the arrangements in force at the date of this Document is estimated to be £260,000.
9.

Accounting

The Company’s accounting reference date is 31 December in each year. The Company’s next accounting
reference period will end on 31 December 2011.
10.

Taxation

Republic of Ireland
The statements of Irish tax laws set out below are intended as a general guide only and do not purport to be
a complete analysis of all potential Irish tax consequences of acquiring, holding or disposing of Persian Gold
plc/Clontarf Energy plc Ordinary Shares. The statements are not exhaustive, do not constitute tax advice and
are based on existing Irish tax laws, including relevant regulations, administrative rulings and practices in
effect on the date of this document and which may apply to investors who are the beneficial owners of shares.
The statements are intended as a general guide and, except where express reference is made to the position
of non-Irish residents or non-Irish domiciled shareholders, apply only to shareholders who are resident and,
if individuals, ordinarily resident and domiciled in the Republic of Ireland for tax purposes and who are
absolute beneficial owners of those shares and hold them as investments (and not as securities to be realized
in the course of a trade). These paragraphs do not deal with certain types of shareholders, such as dealers in
securities, trustees, insurance companies, collective investment schemes or persons holding or acquiring
Ordinary Shares in the course of a trade or by reason of employment. These statements assume that there
will be no share register in the Republic of Ireland in respect of the Ordinary Shares and that the sole register
will be maintained in the UK.
If you are in any doubt as to your taxation position or if you are resident or otherwise subject to taxation in
any jurisdiction other than the Republic of Ireland, you should consult an appropriate professional adviser
immediately.
1.

Taxation of chargeable gains
Liability to Irish tax on chargeable gains will depend on the individual circumstances of the Persian
Gold plc/Clontarf Energy plc Ordinary Shareholders.
(a)

New Ordinary Shares acquired under the Placing
The issue of Ordinary Shares pursuant to the Placing will not be regarded as a reorganisation
of share capital for the purposes of Irish taxation of chargeable gains and, accordingly, any such
Ordinary Shares will constitute a new holding separate from any existing shareholding in
Persian Gold. The consideration provided for these Ordinary Shares will constitute the
shareholder’s base cost when calculating the gain/loss on a subsequent disposal of these shares
in the company.

(b)

Disposal of Hydrocarbon Exploration plc Ordinary shares
The HyEx Shareholders will prima facie be regarded as disposing of their HyEx Shares subject
to any reliefs or concessional reliefs that may apply. The consideration is the value of the
Ordinary Shares received by them. There is a relief from CGT that may apply where there is a
scheme of reconstruction or amalgamation. However, there are a number of conditions that
need to be satisfied in order for the shareholders to be entitled to this relief. All of the
conditions for such relief may not be satisfied in this case.

(c)

Change of name from Persian Gold plc to Clontarf Energy plc
The change of name will not have any tax implications for the shareholders.

(d)

Disposal of Ordinary Shares
The current rate of capital gains tax (“CGT”) is 25 per cent.
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A disposal of the Ordinary Shares by a Shareholder who is resident and/or ordinarily resident
in the Republic of Ireland may, depending on individual circumstances, give rise to a
chargeable gain or allowable loss for the purposes of the Irish taxation of chargeable gains to
the extent that the proceeds realised from such a disposition exceed the base cost of the
Ordinary Shares disposed of and any allowable deductions (including any exemptions or reliefs
and in certain situations indexation). The first €1,270 of an individual’s annual chargeable gains
are exempt.
Generally, Irish tax resident or ordinarily resident Ordinary Shareholders that acquire Ordinary
Shares will be considered, for Irish tax purposes, to have acquired their Ordinary Shares at a
base cost equal to the amount paid for the Ordinary Shares. On subsequent dispositions,
Ordinary Shares acquired at an earlier time will generally be deemed, for Irish tax purposes, to
be disposed of on a “first in, first out” basis before Ordinary Shares acquired at a later time.
For the purposes of calculating a chargeable gain, but not an allowable loss, arising on any
disposal or part disposal of Ordinary Shares, indexation allowance on the relevant proportion
of the allowable cost should be taken into account to the extent that such cost was incurred prior
to 1 January 2003.
Shareholders who are not resident, or in the case of individuals, not resident or ordinarily
resident for tax purposes in Ireland should not be liable for Irish CGT on chargeable gains
realised on a disposal of Ordinary Shares unless such Shares are used, held or acquired for the
purposes of a trade carried on in Ireland through a branch or agency or derive the greater part of
their value from land or minerals in the Republic of Ireland. There are specific anti-avoidance
provisions that may apply to individuals who temporarily cease to be Irish tax resident for a
period 5 years or less. In certain circumstances a shareholder who is an individual and who is
temporarily non-Irish tax resident may still be liable to Irish taxation on any chargeable gain
realised when they are not resident/ordinarily resident in Ireland (subject to the availability of
exemptions or reliefs).
2.

Taxation of Dividends

(a)

Dividends paid on the Ordinary Shares
Provided Persian Gold is not resident for tax purposes in the Republic of Ireland, it will not be
required to operate Irish dividend withholding tax from any dividend payments that it may make.

(b)

Irish tax on dividend income
An Irish resident individual will be subject to Irish income tax on the net amount of the dividend
received (net of tax credit attaching to the dividend). No credit is available for any UK tax (currently
1/9th of the net dividend). The dividend will be liable to income tax at the individual’s marginal rate
of income tax. With effect from 1 January 2011 individual Irish tax resident shareholders may,
depending on their circumstances, be subject to the Universal Social Charge (up to €4,004 – 0 per
cent.; between €0 and €10,036 – 2 per cent.; between €10,037 and €16,016 – 4 per cent.; in excess of
€16,016 – 7 per cent. for individuals aged under 70 years and 4 per cent. for individuals aged 70 years
or over, an increased rate of 10 per cent. (7 per cent. for individuals aged 70 years or over) may apply
to certain income (principally non-employment income in excess of €100K.)) and pay related social
insurance contributions (“PRSI”) in respect of the dividend income. Individuals who are ordinarily
resident in Ireland may also be subject to Irish income tax, universal social charge and PRSI
depending on their circumstances.
Irish resident corporate Shareholders are generally liable to Irish corporation tax at the 25 per cent.
rate on the cash amount of the dividend received from a UK company. However, provided certain
conditions are satisfied an Irish resident company can elect to have dividends received by it from
foreign companies (paid out of trading profits) taxable at the 12.5 per cent. rate of corporation tax.
Generally credit will not be available for UK corporation tax, other than in respect of underlying tax
in the case of a “direct investor”. An Irish resident company is a direct investor where it controls,
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directly or indirectly, 10 per cent. or more of the voting power of the UK company paying the
dividend. Corporate Shareholders owning directly or indirectly not less than 5 per cent. of the ordinary
share capital of the UK company paying the dividend may be entitled to unilateral relief for foreign
taxes (including withholding tax and underlying tax) where credit for that tax is not available under
the treaty.
3.

Irish stamp duty
The issue of new Ordinary Shares under the Placing will not give rise to Irish stamp duty. In addition,
capital duty has been abolished in Ireland.
On the basis that Persian Gold is not incorporated in Ireland, no Irish stamp duty should be payable
on the sale of Ordinary Shares.

UK Taxation
The statements of UK tax laws set out below are intended as a general guide only and do not purport to be
a complete analysis of all potential UK tax consequences of acquiring, holding or disposing of Ordinary
Shares. The statements are not exhaustive, do not constitute tax advice and are based on existing UK tax
laws, including relevant regulations, administrative rulings and practices in effect on the date of this
document and which may apply to investors who are the beneficial owners of shares. The statements are
intended as a general guide and, except where express reference is made to the position of non-UK residents
or non-UK domiciled shareholders, apply only to shareholders who are resident and, if individuals,
ordinarily resident and domiciled in the UK for tax purposes and who are absolute beneficial owners of those
shares and hold them as investments (and not as securities to be realized in the course of a trade). These
paragraphs do not deal with certain types of shareholders, such as dealers in securities, trustees, insurance
companies, collective investment schemes or persons holding or acquiring Ordinary Shares in the course of
a trade or by reason of employment. These comments do not address the taxation position of persons seeking
to rely on a remittance basis of taxation, whether in respect of income or chargeable gains, and such persons
should consult their own professional advisers. These statements assume that there will be no share register
in the Republic of Ireland in respect of the Ordinary Shares and that the sole register will be maintained in
the UK.
If you are in any doubt as to your taxation position or if you are resident or otherwise subject to taxation in
any jurisdiction other than the UK, you should consult an appropriate professional adviser immediately.
1.

Taxation of chargeable gains
Liability to UK tax on chargeable gains will depend on the individual circumstances of Shareholders.
(a)

New Ordinary Shares acquired under the Placing
The issue of Ordinary Shares pursuant to the Placing will not be regarded as a reorganisation
of share capital for the purposes of UK taxation of chargeable gains and, accordingly, any such
Ordinary Shares will constitute a new holding separate from any existing shareholding in
Persian Gold. The consideration provided for these Ordinary Shares will constitute the
shareholder’s base cost when calculating the gain/loss on a subsequent disposal of these shares.

(b)

Disposal of Hydrocarbon Exploration plc Ordinary Shares
The HyEx Shareholders will prima facie be regarded as disposing of their HyEx Shares subject
to any reliefs or concessional reliefs that may apply. The consideration is the value of the
Ordinary Shares received by them. There is a relief that can apply where there is a scheme of
reconstruction involving securities. However there are a number of conditions that need to be
satisfied in order for the shareholders to be entitled to this relief. All of the conditions for such
relief may not be satisfied in this case.
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(c)

Change of name from Persian Gold plc to Clontarf Energy plc
The change of name will not have any tax implications for the shareholders.

(d)

Disposal of Ordinary Shares
Any capital gain made on a disposal of shares by a UK shareholder may, depending on the
shareholder’s individual circumstances and subject to any available exemption or relief, be
liable to tax in the United Kingdom. For individual shareholders (other than trustees and
personal representatives) capital gains tax is payable on net gains in excess of the annual
exemption at 18 per cent. if the individual’s total taxable income and gains are less than the
upper limit of the basic rate band. Capital gains (or parts thereof) in excess of that limit are
liable to capital gains tax at a rate of 28 per cent. Trustees and personal representatives are
liable to capital gains tax at a rate of 28 per cent. on net gains in excess of any unused annual
exemption.
In calculating the gain/loss on disposal of Ordinary Shares, the Ordinary Shares are matched
against Ordinary Shares acquired in the following order:
•

Shares acquired on the same day as disposal

•

Shares acquired in the 30 days following disposal

•

Shares acquired prior to disposal ‘section 104 holding’, where the total cost of the shares
acquired is averaged over the total number of shares acquired.

Individual shareholders who are temporarily non-UK resident may be liable to UK capital
gains tax in the year of return to the UK on chargeable gains realised in their intervening years
under anti-avoidance legislation. A temporarily non-UK resident individual is an individual
who was resident or ordinarily resident in the UK for at least four out of the seven tax years
prior to departure from the UK and who returned to the UK before the passing of five complete
tax years of absence.
A company within the charge to UK corporation tax will be charged to tax on capital gains on
a subsequent disposal of shares at the appropriate rate of corporation tax. Indexation allowance
on the relevant proportion of the original allowable cost can be taken into account for the
purposes of calculating a chargeable gain (but not an allowable loss). Where certain conditions
are satisfied the disposal may qualify for the substantial shareholding exemption.
2.

Taxation of dividends
Under current UK tax law, the paying company will not be required to withhold tax at source when
paying a dividend.
(a)

Individuals
A Shareholder who is resident for tax purposes in the United Kingdom and who receives a
dividend from Persian Gold will be entitled to a tax credit which may be set off against his or
her total UK income tax liability on the dividend. An individual shareholder’s liability to
income tax is calculated on the aggregate of the dividend and the tax credit (the gross dividend)
which will generally be regarded as the top slice of the individual’s income. The tax credit will
be equal to 10 per cent. of the gross dividend i.e. the tax credit will be one-ninth of the amount
of the cash dividend received.
An individual Shareholder who is a basic-rate taxpayer will be subject to UK income tax on
the dividend at the rate of 10 per cent. of the gross dividend so that the tax credit will satisfy
in full such shareholder’s liability to income tax on the dividend. A UK resident individual
shareholder liable to income tax at the higher rate will be subject to income tax on the gross
dividend at the rate (currently) of 32.5 per cent. but will be entitled to set the tax credit off as
part of this liability. With effect from 6 April 2010, a new income tax rate of 50 per cent. was
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introduced for taxable income above £150,000 (the “additional rate”). Gross dividends
otherwise liable to tax at the additional rate will be taxable at a new rate of 42.5 per cent. and
shareholders will be entitled to set the tax credit off as part of this liability.
Thus the effective rate of UK income tax on dividends on shares for such individual
shareholders is 0 per cent. of the cash dividend for basic-rate taxpayers, 25 per cent. of the cash
dividend in the case of higher-rate taxpayers with income less than £150,000 per annum and
36.1 per cent. of the cash dividend for higher-rate taxpayers with income greater than £150,000
per annum.
A Shareholder who is resident for tax purposes in the United Kingdom will not generally be
entitled to claim repayment of the tax credit on any dividends paid by the Company.
(b)

Companies
A shareholder which is within the charge to UK corporation tax should not generally (subject to
anti-avoidance rules) be subject to corporation tax on any dividend received from Persian Gold
on the basis that Persian Gold should be regarded as resident for corporation tax in the UK.

3.

UK stamp duty and stamp duty reserve tax (“SDRT”)
(a)

Share Placement
No UK stamp duty or Stamp Duty Reserve tax will generally be payable on the allotment and
issue of Placing shares.

(b)

Scheme of Arrangement
As the scheme of arrangement involves a cancellation of existing HyEx Shares and an issue of
new Ordinary Shares to the HyEx Shareholders, there would be no “transfer on sale” for stamp
duty purposes or agreement to transfer for SDRT purposes. Therefore no stamp duty or
SDRT charge should arise in respect of the HyEx Shares.

(c)

Subsequent transfers
Subject to an exemption for certain low value transactions, any subsequent dealings in
Ordinary Shares will generally be subject to stamp duty or SDRT in the normal way. The
transfer on sale of Ordinary Shares will be liable to ad valorem stamp duty, generally at the rate
of 0.5 per cent. thereof (rounded to the nearest multiple of £5) of the consideration paid. An
unconditional agreement to transfer such shares will be liable to SDRT, generally at the rate of
0.5 per cent. of the consideration paid, but such liability will be cancelled or a right to a
repayment in respect of the SDRT liability will arise if the agreement is completed by a duly
stamped transfer within six years of the agreement having become unconditional. Stamp duty
or SDRT is normally the liability of the purchaser.
Under the CREST system for paperless share transfers, no stamp duty or SDRT will arise on a
transfer of shares into the system provided, in the case of SDRT, the transfer is not for money
or money’s worth. Transfers of shares within CREST are liable to SDRT (at a rate of
0.5 per cent. of the amount or value of the consideration payable) rather than stamp duty, and
SDRT on relevant transactions settled within the system or reported through it for regulatory
purposes will be collected by CREST.
The above statements are intended only as a general guide and it should be noted that certain
categories of person, including market makers, brokers, dealers and other specified market
intermediaries, are entitled to exemption from stamp duty and SDRT in respect of purchases of
securities in specified circumstances. Certain other persons, being mainly those connected
within depositary arrangements and clearance services, are generally liable to account for
stamp duty or SDRT at a higher rate on securities issued or transferred to them. Other persons
may, although not primarily liable for SDRT, be required to notify and account for it.
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The comments above relating to stamp duty and SDRT apply whether or not a Shareholder is
resident or ordinarily resident in the United Kingdom.
11.

Articles

The New Articles contain, inter alia, provisions to the following effect:
11.1 Voting Rights
Subject to any special rights or restrictions as to voting attached to any shares and to the Articles on
a show of hands, every member present in person or by representative (in the case of a corporate
member) or by proxy shall have one vote; and on a poll, every member who is present in person or by
representative (in the case of a corporate member) or by proxy shall have one vote for every share of
which he is the holder. No major shareholders have different voting rights.
11.2 Transfer of Shares
Save as provided for in the Articles, the instrument of transfer of a share may be in any usual form or
in any other form which the Board may approve. The instrument of transfer, if any, must be signed by
or on behalf of the transferor and, in the case of a partly paid share, by or on behalf of the transferee.
The transferor will be deemed to remain the holder until the name of the transferee is entered in the
register in respect of it.
11.3 The Board may refuse to register any transfer of shares:
11.3.1 which are not fully paid;
11.3.2 which are held in certificated form, unless the instrument of transfer is duly stamped, is
deposited at the office or such other place as the Directors may appoint and is accompanied by
the certificate for the shares to which it relates and such other evidence as the Directors may
reasonably require to show the right of the transferor to make the transfer;
11.3.3 which are held in certificated form, unless the instrument of transfer is in respect of only one
class of share;
11.3.4 in the event that the proposed transfer is in favour of more than four transferees; and
11.3.5 which are held in uncertificated form, in the circumstances set out in the CREST Regulations.
11.4 If the Board refuses to register a transfer of any shares, it shall, within two months after the date on
which the instrument of transfer was lodged with the Company (or, in the case of shares held in
uncertificated form, the date on which the transfer instruction was received by Euroclear) send to the
transferor and the transferee notice of the refusal.
11.5 If a member, or any other person appearing to be interested in shares held by that member, has been
issued with a notice pursuant to section 793 of the Act and has failed in relation to any shares (the
“default shares”) to give the Company the information thereby required within the prescribed period
from the date of notice, the following sanctions shall apply:
11.5.1 the member shall not be entitled in respect of the default shares to be present or to vote
(either in person or by representative or proxy) at any general meeting or at any separate
meeting of the holders of any class of shares or on any poll or to exercise any other right
conferred by membership in relation to any such meeting or poll; and
11.5.2 where the default shares represent at least 0.25 per cent. in nominal value of their class the
defaulting member shall not be entitled to:
11.5.3 receive dividends any dividend or other money payable in respect of the shares shall be
withheld by the Company, which shall not have any obligation to pay interest on it and the
member shall not be entitled to elect in the case of a scrip dividend to receive shares instead of
that dividend; and
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11.5.4 to transfer or agree to transfer any of such shares, or any rights therein.
The above restrictions shall continue until either the default is remedied or the shares are registered
in the name of the purchaser or offeror (or that of his nominee) pursuant to an arm’s length transfer.
11.6 Dividends
Subject to the provisions of the Act and of the Articles and to any special rights attaching to any
shares, the Company may at general meetings declare dividends, but no such dividends shall exceed
the amount recommended by the Directors. All dividends shall be apportioned and paid pro rata
according to the amounts paid up or credited as paid up (otherwise than in advance of calls) on the
shares during any portion or portions of the period in respect of which the dividend is paid. Interim
dividends may be paid provided that they appear to the Board to be justified by the profits available
for distribution of the Company. No dividends in respect of a share shall bear interest. The Board may,
with the prior authority of an ordinary resolution of the Company, offer the holders of Ordinary Shares
the right to elect to receive Ordinary Shares credited as fully paid instead of cash in respect of all or
part of any dividend.
Any dividend unclaimed after a period of twelve years from its due date of payment shall, if resolved
by the Directors be forfeited and cease to remain owing by the Company and shall thereafter belong
to the Company absolutely.
Where, in respect of any shares, any registered holder or any other person appearing to be interested
in shares of the Company fails to comply with any notice given by the Company under Section 793
of the Act, then, provided that the shares concerned represent at least 0.25 per cent. in nominal amount
of the issued shares of the relevant class, the Company may withhold dividends on such shares.
11.7 General Meeting
Subject to a member’s right to requisition a general meeting pursuant to section 303 of the Act,
general meetings of the Company are convened at the discretion of the Board.
An annual general meeting and each other general meeting of the Company shall be called by notice
of at least such length as is required in the circumstances by the Act. The Company may give such
notice by any means or combination of means permitted by law.
Every notice shall be in writing (or shall be given by electronic communication to an address being
notified for that purpose to the Company) and shall specify the place, the day and the time of meeting,
and in the case of special business the general nature of such business, and in the case of an annual
general meeting shall specify the meeting as such. Notices shall be given in manner hereinafter
mentioned to all the members, other than those who under the provisions of the Articles or the
conditions of issue of the shares held by them are not entitled to receive the notice, to the directors
(including the alternate directors) and to the auditors for the time being and (where required by the
2006 Act) former auditors of the Company.
11.8 Redemption
The Ordinary Shares are not redeemable.
11.9 Variation of Rights
Subject to the provisions of the Act and of the Articles, the special rights attached to any class of share
in the Company may be varied or abrogated either with the consent in writing of the holders of not
less than three quarters in nominal value of the issued shares of the class or with the sanction of an
special resolution passed at a separate general meeting of the holders of the shares of the class (but
not otherwise) and may be so varied or abrogated. The quorum for such separate general meeting of
the holders of the shares of the class shall be at least two persons holding or representing by proxy at
least one third of the nominal amount paid up on the issued shares of the relevant class.
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11.10 Constitution of board of directors
Unless and until otherwise determined by the Company by ordinary resolution, the number of
Directors (other than alternate Directors) shall be not less than two and not more than ten.
11.11 Permitted interests of directors
If a Director is in any way, directly or indirectly, interested in a proposed contract with the Company
or a contract that has been entered into by the Company, he must declare the nature and extent of that
interest to the Directors in accordance with the Act.
Provided he has declared his interest, a Director may be in any way, directly or indirectly, interested
in any contract or arrangement or transaction with the Company and he may hold and be remunerated
in respect of any office or place of profit (other than the office of auditor of the Company or any
subsidiary thereof) under the Company or any other company in which the Company is in any way
interested and he (or any firm of which he is a member) may act in a professional capacity for the
Company or any such other company and be remunerated therefor and in any such case he may retain
for his own absolute use and benefit all profits and advantages accruing to him thereunder or in
consequence thereof.
11.12 Restrictions on voting by directors
Save as provided below, a director (including an alternate director) shall not vote in respect of any
contract or arrangement or any other proposal in which he has any material interest otherwise than by
virtue of his interests in shares or debentures or other securities or rights of the Company. However a
director shall be entitled to vote in respect of any contract or arrangement or any other proposal in
which he has any interest which is not material. A director of the Company shall be entitled to vote
(and be counted in the quorum) in respect of any resolution at such meeting if his duty or interest
arises only because the resolution relates to one of the following matters:
11.12.1 the giving to him of any guarantee, security or indemnity in respect of money lent or
obligations incurred by him at the request of or for the benefit of the Company;
11.12.2 the giving to a third party of any guarantee, security or indemnity in respect of a debt or
obligation of the Company for which he himself has assumed responsibility in whole or in
part, under a guarantee or indemnity or by the giving of security;
11.12.3 the giving to him of any indemnity where all other Directors are also being offered
indemnities on substantially the same terms;
11.12.4 the funding by the Company of his expenditure on defending proceedings or the doing by the
Company of anything to enable him to avoid incurring such expenditure where all other
Directors are being offered substantially the same arrangement;
11.12.5 any proposal concerning an offer of shares or debentures or other securities of or by the
Company or any of its subsidiaries for subscription or purchase in which offer he is or is to
be interested as a participant as a holder of shares, debentures or securities or in the
underwriting or sub-underwriting thereof;
11.12.6 any proposal concerning any other company in which he is interested, directly or indirectly
and whether as an officer or shareholder or otherwise howsoever, provided that he (together
with persons connected with him within the meaning of Section 252 of the Act) is not the
holder of or beneficially interested in one per cent. or more of the issued shares of any class
of such company (or of any third company through which his interest is derived) or of the
voting rights available to members of the relevant company (any such interest being deemed
for the purposes of this Article 30.4 to be a material interest in all circumstances);
11.12.7 any proposal concerning the purchase and/or maintenance of any insurance policy against any
liability of his or under which he may benefit; and
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11.12.8 any proposal concerning the adoption, modification or operation of a pension fund,
superannuation or similar scheme or retirement, death or disability benefits scheme or
employees’ share scheme which relates both to directors and employees of the Company or
any of its subsidiary undertakings and does not provide in respect of any Director as such any
privilege or advantage not accorded to the employees to which the fund or scheme relates.
Where proposals are under consideration concerning the appointment (including fixing or varying the
terms of appointment) of two or more directors to offices or employments with the Company or any
Company in which the Company is interested, such proposals may be divided and considered in
relation to each director separately and in such case each of the directors concerned (if not otherwise
debarred from voting) shall be entitled to vote (and be counted in the quorum) in respect of each
resolution except that concerning his own appointment.
The Company may by ordinary resolution suspend or relax the provisions relating to Directors’
interests either generally or in respect of any particular matter or ratify any transaction not duly
authorised by reason of the contravention thereof.
11.13 Appointment and retirement of directors
The directors shall have power at any time, and from time to time, to appoint any person who is
willing to act to be a director, either to fill a vacancy or as an additional director, but so that the total
number of directors shall not at any time exceed the maximum number (if any) fixed by or in
accordance with the Articles.
Subject to the provisions of the Act and of the Articles, any director so appointed shall hold office only
until the conclusion of the next following annual general meeting, and shall be eligible for
reappointment at that meeting.
No person other than a director retiring at the meeting shall, unless recommended by the directors for
appointment, be eligible for appointment to the office of director at any general meeting unless, not
less than seven nor more than forty two clear days before the day appointed for the meeting, there
shall have been given to the Company notice in writing by a member entitled to attend and vote at the
meeting for which such notice is given of his intention to propose such person for appointment stating
the particulars which would, if he were so appointed, be required to be included in the Company’s
register of directors, and also notice in writing signed by the person to be proposed of his willingness
to be appointed.
At every annual general meeting of the Company, any Director who has been appointed by the Board
since the last annual general meeting or who held office at the time of the two preceding annual
general meetings and who did not retire at either of them.
11.14 Remuneration of directors
The maximum aggregate annual fees payable to the directors for their services in holding office of
director of the Company shall be the sum of £200,000 or such larger sum as the Company in general
meeting by ordinary resolution shall from time to time determine, but this limit shall not apply in
respect of the salaries, commission profit participation or otherwise payable by the Company to any
executive director.
Any director who serves on any committee or who devotes special attention to the business of the
Company, or who otherwise performs services which in the opinion of the directors are outside the
scope of the ordinary duties of a director, may be paid such remuneration by way of salary,
participation of profits or otherwise as the directors may determine.
The directors shall also be entitled to be paid all travelling, hotel and other expenses properly incurred
by them in connection with the business of the Company, or in attending and returning from meetings
of the directors or of committees of the directors or general meetings.
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11.15 Borrowing powers
The directors may exercise all the powers of the Company to borrow money and to mortgage or charge
its undertaking, property and uncalled capital, and (subject to the Act) to issue debentures and other
securities, whether outright or as collateral security for any debt, liability or obligation of the
Company or of any third party.
12.

Squeeze-Out and Sell-Out Rules relating to the Ordinary Shares

12.1 Squeeze-out
Under sections 979 to 982 of the Act, if an offeror were to acquire 90 per cent. of the Ordinary Shares
it could then compulsorily acquire the remaining 10 per cent. It would do so by sending a notice to
outstanding Shareholders telling them that it will compulsorily acquire their shares, provided that no
such notice may be served after the end of (a) the period of three months beginning with the day after
the last day on which the offer can be accepted, or (b) if earlier, and the offer is not one to which
section 943(1) of the Act applies, the period of six months beginning with the date of the offer.
Six weeks following service of the notice, the offeror must send a copy of it to the Company together
with the consideration for the Ordinary Shares to which the notice relates, and an instrument of
transfer executed on behalf of the outstanding Shareholder(s) by a person appointed by the offeror.
The Company will hold the consideration on trust for the outstanding Shareholders.
12.2 Sell-out
Sections 983 to 985 of the Act also give minority Shareholders in the Company a right to be bought
out in certain circumstances by an offeror who had made a takeover offer. If a takeover offer related
to all the Ordinary Shares and at any time before the end of the period within which the offer could
be accepted the offeror held or had agreed to acquire not less than 90 per cent. of the Ordinary Shares,
any holder of shares to which the offer related who had not accepted the offer could by a written
communication to the offeror require it to acquire those shares. The offeror is required to give any
Shareholder notice of his right to be bought out within one month of that right arising. The offeror
may impose a time limit on the rights of minority Shareholders to be bought out, but that period
cannot end less than three months after the end of the acceptance period, or, if longer a period of three
months from the date of the notice.
If a Shareholder exercises his/her rights, the offeror is bound to acquire those shares on the terms of
the offer or on such other terms as may be agreed.
There have been no takeover bids by third parties in respect of the Company’s equity, which have
occurred during the last financial year or the current financial year.
13.

Material Contracts

13.1 Other than as set out below in this paragraph 13 of this Part 10 or as otherwise described in the
summaries of the Enlarged Group’s mineral rights and licences as set out in Part 9 of this Document,
there are no contracts (including contracts not being in the ordinary course of business and contracts
entered into by the Enlarged Group in the two years immediately preceding the date of this Document)
which are or may be material or which contain any provision under which the Enlarged Group has
any obligation or entitlement which is material to it as at the date of this Document.
13.2 Implementation Agreement
The Company and HyEx have entered into the Implementation Agreement which was subsequently
amended on 3 February 2011. HyEx and the Company agreed, amongst other things, that subject to
the terms and conditions set out in the Implementation Agreement (as amended) and the Scheme:
(i)

HyEx shall cancel and extinguish all Scheme Shares and issue and allot, credited as fully paid,
new shares in HyEx to the Company;
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(ii)

Company shall allot and issue the New Shares to the Scheme shareholders credited as fully
paid being two thousand eight hundred (2,800) New Shares for every one (1) Scheme Share;
and

(iii)

HyEx shall as soon as reasonably practicable seek the direction of the Court for the protection
of creditors in relation to the Scheme and the sanction of the Scheme and capital reduction by
the Court and take any other action necessary to make the Scheme and the capital reduction
effective.

The obligations of the parties to implement the Scheme are subject to the fulfilment of certain
conditions which include:
(i)

approval of the HyEx Court Resolution shall have been given by a majority in number,
representing 75 per cent. or more in value, of the Scheme shareholders present and voting,
either in person or by proxy, at the Court meeting or any adjournment thereof;

(ii)

approval of the HyEx Resolutions shall have been given by the requisite majority of the HyEx
Shareholders at the HyEx General Meeting;

(iii)

approval of the Resolutions shall have been given by the requisite majority of the shareholders
of Persian Gold at the GM or any adjournment thereof;

(iv)

the sanction of the Scheme by the Court;

(v)

delivery to the Registrar of Companies of any office copy of the order sanctioning the Scheme.

The Implementation Agreement contains customary non-solicitation provisions. Hydrocarbon agreed
to immediately cease and cause to be terminated all existing discussions with any parties (other than
the Company or its affiliates) conducted on or before the date of the Implementation Agreement by
HyEx with respect to any actual or potential acquisition proposal. HyEx shall not in any way engage
in any activity in respect of an acquisition proposal, other than in situations where the Board
determines in good faith, after consultation with outside financial and legal advisers, that the
acquisition proposal is a superior acquisition proposal and has notified the Company of its intentions
and provided that HyEx is not otherwise in breach of the Implementation Agreement.
HyEx must pay Persian Gold a non completion fee of up to a maximum of £250,000 if the Scheme is
not approved by the requisite majority of HyEx Shareholders or the Scheme is not sanctioned by the
Court or the board of Hydrocarbon fail to make any of its recommendations, approvals, resolutions or
determinations required in relation to the Scheme or withdraws, modifies or changes its
recommendations, approvals, resolutions or determinations in a manner adverse to the Company.
HyEx must pay the Company a non completion fee of £450,000 if:
(i)

the board of HyEx fail to publicly reaffirm its recommendations of the Scheme;

(ii)

the board of HyEx recommend the HyEx Shareholders vote for an offer by a third party;

(iii)

the agreement is terminated to permit HyEx to enter into an acquisition agreement with a third
party; or

(iv)

a third party proposal is announced or offered to Hydrocarbon Shareholders in advance of the
meetings of the Hydrocarbon Shareholders and they fail to approve the resolutions and the third
party acquisition is completed within twelve months of such shareholder meetings.

The Company must pay HyEx an amount equal up to a maximum of £250,000 in the event HyEx
terminates the Implementation Agreement following a failure by the Company to fulfill certain
conditions relating to its obligation to implement the Scheme.
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Representations and warranties have been given by each of the Company and HyEx including in
relation to corporate capacity, authorisation and the accuracy of certain information provided to each
party.
13.3 Placing Agreement
Pursuant to the Placing Agreement dated 4 February 2011 entered into between (1) SCC, (2) SCS, (3)
Optiva, (4) the Company and (5) the Directors, the Joint Brokers have agreed to act as joint brokers
in the Admission and the Placing and to use their respective reasonable endeavours to procure in
respect of SCS subscribers for 21,683,338 Placing Shares at the Placing Price and in respect of Optiva
subscribers for 12,992,333 Placing Shares at the Placing Price.
The Placing is not underwritten. If they so wish, the Joint Brokers, or SCS, may subscribe as a Placee
for some of the Placing Shares. SCS has agreed to subscribe for 500,000 Placing Shares at the Placing
Price.
The Placing Agreement is conditional, inter alia, on the passing of the Resolutions at the GM, the
passing of the HyEx Court Resolution at the HyEx Court Meeting, the passing of the HyEx
Resolutions at the HyEx General Meeting, the Acquisition having become unconditional in
accordance with its terms (save in respect of any condition relating to the Placing Agreement
becoming unconditional or Admission), and Admission becoming effective on or before 8.30 a.m. on
6 April 2011 (or such later date as the Company and SCC may agree, not being later than 5.00 p.m.
on 5 May 2011.
The Placing Agreement provides, inter alia, for the payment of a corporate finance fee of £150,000
(plus VAT) to SCC less the retention fees of £7,500 per month previously paid by the Company to
SCC (“Corporate Finance Advisory Fee”) conditional on Admission. In the event that Admission
does not occur, and or Shore Capital’s engagement is terminated, an abort fee of £15,000 less the
retention fees referred to above are payable immediately to SCC.
The Corporate Finance Advisory Fee will be payable in full if Admission occurs within 12 months of
termination of Shore Capital’s engagement, where termination occurs;
(1)

by the Company other than as a result of the gross negligence, fraud, willful default or material
breach of the FSA handbook or the rules of any other relevant regulatory authority by Shore
Capital (in any case as agreed by Shore Capital or finally determined by a court of competent
jurisdiction with no right of appeal); or

(2)

by Shore Capital as a result of a material breach of its engagement.

In addition, the Company has agreed to pay:
(1)

to the Broker, in consideration of the services to be provided by the Broker in relation to the
performance of its role as Joint Broker a commission equal to 5 per cent. of the aggregate value
at the Placing Price of the number of Placing Shares procured by the Broker plus a book
running fee equal to 1 per cent. of the aggregate value at the Placing price of the number of the
Placing Shares procured by the Broker and Optiva; and

(2)

to Optiva, in consideration of the services to be provided by Optiva in relation to the
performance of its role as Joint Broker a commission equal to 5 per cent. of the aggregate value
at the Placing Price of the number of Placing Shares procured by Optiva.

The Placing Agreement contains warranties as to the accuracy of, inter alia, the information contained
in this Document and the application for Admission and, warranties relating to the Enlarged Group
and its activities given by the Company and the Directors in favour of the Joint Brokers and SCC. The
liability of the Company in respect of any breaches of the warranties given by them is unlimited in
amount. The liability of the Directors in respect of any breaches of the warranties given by them is
limited to certain financial amounts.
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Any claim for a breach of warranty under the Placing Agreement must also be made prior to the date
being 3 months following the publication of the audited consolidated financial statements of the
Company for the year ending 31 December 2011 or in the case of the taxation warranties on or before
the seventh anniversary of the date of Admission becoming effective.
In addition, the Company has agreed to indemnify SCC and each of the Joint Brokers in respect of,
inter alia, any claim for breach of any of the warranties or any claim in connection with the Placing
and its performance of services in relation to the Placing.
The Joint Brokers and SCC may terminate the Placing Agreement in certain specified circumstances
prior to Admission, including, if any of the warranties has ceased to be true and accurate or shall have
become misleading in any respect, in either case, to an extent which, in the opinion of Shore Capital,
is material in the context of the Placing.
It has also been agreed with Optiva (pursuant to an engagement letter dated 19 April 2010) that the
Company will issue warrants to it (or a person nominated by it) to subscribe for 649,616 Ordinary
Shares exercisable at the Placing Price for 3 years from the date of issue.
13.5 Nominated Adviser and Broker Agreement
The Company has entered into a nominated adviser and broker agreement dated 4 February 2011 with
Shore Capital pursuant to which the Company has appointed Shore Capital to act as nominated
adviser and broker to the Company for the purposes of the AIM Rules and for the purpose of making
the application for Admission, with effect from the date of this document, such appointment to
continue until terminated by either the Company or Shore Capital giving not less than three month’s
prior written notice any time following Admission (or in certain circumstances forthwith by either
Shore Capital or the Company) provided that in the 12 month period following the appointment any
written notice of termination given by either party shall be deemed to expire not before such 12 month
period has elapsed. Under the agreement, the Company has agreed to pay to Shore Capital a fee of
£40,000 per annum (plus VAT and expenses) quarterly in advance. The agreement contains ongoing
obligations on the Company and the Board (for so long as they may remain directors of the Company)
in relation to Shore Capital’s appointment as the Company’s nominated adviser and indemnities
customary of a nominated adviser agreement from the Company in favour of Shore Capital.
13.6 Agreement with Optiva
On 19 April 2010 the Company entered into a letter of engagement with Optiva pursuant to which it
was agreed that Optiva would act as joint broker to the Company in respect of the Placing and
following Admission. The Company has agreed with Optiva (as part of the Placing) to issue warrants
to Optiva to subscribe for 649,616 new Ordinary Shares at a price of 6 pence per Ordinary Share,
exerciseable for a period of 3 years from 6 April 2011. In addition to the fees in respect of its role in
the Placing (as detailed at paragraph 13.3 of this Part 10 above) it was also agreed that Optiva’s fees
for acting as joint broker to the Company, from Admission, would be £12,000 per annum plus VAT,
payable quarterly in advance. The termination of the appointment is subject to giving 3 months notice
by either Optiva or the Company.
13.7 Lock In Agreement
Each of the Directors and applicable employees (together in each case with their related parties, as
applicable) has undertaken to the Company and to Shore Capital that they will not dispose of Ordinary
Shares for a period of 12 months following Admission and, other than through the Company’s broker
so as to preserve an orderly market, they will not sell any Ordinary Shares for the period of 12 months
thereafter. These arrangements will apply in respect of 51,851,700 Ordinary Shares, representing, in
aggregate, 26.1 per cent. of the Company’s Enlarged Issued Share Capital.
The undertakings outlined above do not apply in certain specified circumstances set out in the
AIM Rules, including acceptance of an offer for all of the Ordinary Shares that (if accepted) would
result in the offeror obtaining or consolidating control of the Company or the execution of an
irrevocable commitment to accept such an offer.
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13.8 Tano Agreement
The Tano Agreement was renegotiated on 27 January 2010 and remains subject to ratification by the
Ghanaian parliament. A summary of the material financial and work obligations of the renegotiated
Tano Agreement are as follows:
•

Subject to the provisions of the agreement the term is 30 years, initially divided into an initial
period of three years (the “Initial Exploration Period”), a first extension period of two years
(“First Extension Period”) and a second extension period of one and half years (“Second
Extension Period”);

•

12.5% royalties on gross oil production and 10 per cent. royalties on gross gas production.
There are additional oil entitlements for GNPC as follows:
AOE ROR

Additional Oil Entitlement

Less than 12.5%
More than 12.5% but less than 17.5%
More than 17.5% but less than 22.5%
More than 22.5% but less than 27.5%
More than 27.5%

0%
15%
20%
25%
30%

•

Initially GNPC has a 10 per cent. carried interest in respect of any exploration and development
operation. GNPC must opt to pay its way or drop its participation after a declaration of
commerciality. If the GNPC does not pay its prior and ongoing costs, its interest lapses;

•

GNPC has an option to contribute in respect of each development and production area up to
15 per cent. of all development and production costs thereby acquiring an additional interest of
up to 15 per cent. in any such development and production area;

•

Income Tax is 35 per cent. in accordance with the Petroleum Income Tax Act 1987 (PNDC
L188);

•

During the Initial Exploration Period, PARL must (1) reprocess all existing 2D seismic data
covering the licence area; (2) acquire, process and interpret at least 1,000 km2 of new 2D
seismic data; and (3) drill a minimum of one exploration well;

•

Minimum expenditure during the Initial Exploration Period is US$25 million if the well is
drilled onshore or US$35 million if the well is drilled offshore;

•

During the First Extension Period, PARL must (1) acquire, process and interpret at least
100 km2 of new 3D seismic data; (2) conduct geological and geophysical studies; and (3) drill
a minimum of one exploration well;

•

Minimum expenditure during the First Extension Period is US$15 million if the well is drilled
onshore or US$30 million if the well is drilled offshore;

•

During the Second Extension Period, PARL must (1) conduct further geological and
geophysical studies; and (2) drill a minimum of one exploration well;

•

Minimum expenditure during the Second Extension Period is US$15 million if the well is
drilled onshore or US$30 million if the well is drilled offshore;

•

Surface rentals payable pursuant to Section 18 of the Petroleum Act 1987 per sq kilometre of
the area remaining at the beginning of each contract year are as follows:
–
–
–
–

During the Initial Exploration Period
During the First Extension Period
During the Second Extension Period
For a development and production area
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US$30 per sq kilometre
US$50 per sq kilometre
US$75 per sq kilometre
US$100 per sq kilometre;

14.

•

A training allowance of US$250,000 is to be paid to the GNPC annually; and

•

A one-off technology support payment of US$500,000 is to be made to the GNPC in the first
contract year.

Litigation

14.1 US Litigation
Hunt Oil Company (HOC”) filed litigation proceedings against Endeavour on 18 February 2009
seeking payment of alleged unpaid joint interest billings arising out of operations on the HI30L
platform in State of Texas waters in the Gulf of Mexico In connection with this dispute, HOC had
offset or impounded Endeavour’s revenues from H130L platform and well in the approximate amount
of US$2,145,655.
The trial commenced on 18 January 2011 and the jury returned a verdict on 31 January 2011 in favour
of HOC in the amount of up to US$3,868,649 (including costs) payable by Endeavour. The final
amount of the judgment will be determined by the Court following written submissions by the parties
and a Court hearing which is unlikely to take place for at least one month. Thereafter the parties have
a 30 day period from the date of entry of the final judgment in which to appeal or file additional
motions to correct or modify the judgment. The verdict did not state whether the damages payable by
Endeavour would be net of revenues offset or impounded by HOC and this will therefore form a
material part of Endeavour’s submissions.
The directors of Endeavour are considering Endeavour’s options generally in relation to the litigation
and its ongoing interest in relation to operations on the H130L platform in consultation with its US
legal advisors. The options may include appealing the verdict and/or entering into further discussions
with Hunt Oil Company. The verdict is against Endeavour Oil & Gas, Inc and no other member of the
HyEx Group.
14.2 Bolivian Litigation
Petrolex v Chaco
Petrolex initiated a civil lawsuit against Chaco, its operating partner in the El Dorado Field, in respect
of the non fulfilment of the operations contract in respect of this field.
An injunction or restraining order against Chaco and YPFB has been made ordering that no unilateral
modifications be made to the contract while the case is being heard. Pending the outcome of the
hearing the contract remains in force.
Petrolex has received legal advice that Chaco is in breach of contract by refusing to put the El Dorado
Field into production when it was declared commercial. This has resulted in Petrolex suffering
economic damage which is the basis of its claim.
Pending the fulfilment of the operations contract Petrolex ceased payment of cash calls. As a result
Chaco is claiming unpaid cash calls in the sum of US$1,700,000 from Petrolex under the operations
contract.
In 2009 the El Dorado Field was put into production and the parties have been negotiating a potential
settlement to this dispute since January 2010. Petrolex hopes to enter into a full and final settlement
of all disputes between the parties whereby it is anticipated that it will pay Chaco an amount less than
the amount of the disputed cash calls. It is anticipated that the parties may enter into a binding
settlement agreement in the near future once final aspects of the proposed settlement have been
resolved.
Petrolex v Repsol
Petrolex initiated a criminal suit against a legal representative of Repsol in respect of the
administration of the Monteagudo Field. The criminal legal action was instigated against the legal
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representative of Repsol (who has been formally indicted for fraud) and not Repsol as criminal
proceedings can only be taken against natural persons under Bolivian law. In the event that the
criminal action is successful, it is intended to pursue civil damages against Repsol.
The claim is based on Repsol’s refusal to export oil at a time when export prices were more than
double that of the Bolivian internal market price and in breach of the joint operating agreement. It is
also contended that Repsol misappropriated tax credits for its own benefit and incurred expenses in a
manner contrary to the interests of all parties.
Pending the fulfilment of the operations contract Petrolex ceased payment of cash calls and is
disputing such cash calls on the basis that there were excessively high operating and administrative
costs in respect of this field. Repsol is now claiming for the unpaid cash calls in the sum of
approximately US$3,700,000.
The parties have been seeking to negotiate a settlement to the potential civil dispute since April/May
2010. Settlement discussions may involve Petrolex agreeing to facilitate the purchase of Repsol’s
operating interest in the Monteagudo Field and both parties agreeing to waive their respective claims
against each other.
Intergas v Petrolex
Intergas Ltd (“Intergas”) initiated court proceedings against Petrolex relating to a shared risk contract
which it entered into with Pan Andean Resources plc (Bolivia), a legalised branch of Pan Andean.
Intergas is claiming sums from Pan Andean in relation to such contract as Pan Andean Resources plc
(Bolivia) does not generate income nor does it have any assets.
Intergas subsequently initiated proceedings against Petrolex when Pan Andean was a majority
shareholder in Petrolex. Petrolex’s Bolivian legal advisors have advised that Petrolex, Pan Andean
Resources and Pan Andean Resources plc (Bolivia) are distinct legal entities and that there is no legal
basis for the case against Petrolex as there is no contractual relationship between Petrolex and
Intergas.
The matter has been appealed to the Bolivian Supreme Court and Petrolex’s Bolivian legal advisers
are currently putting in place a strategy to protect Petrolex from such actions. The Directors view
these proceedings as spurious, vexatious and without merit.
Bolivian National Tax Authority v Petrolex
Petrolex is disputing tax charges imposed by the Bolivian National Tax Authority on the basis of legal
advice that the new taxes are not relevant to Petrolex as they are not applicable to marginal or small
fields.
The Bolivian National Tax Authority subsequently initiated proceedings against Petrolex for the
unpaid taxes in the sum of approximately US$650,000. The Bolivian National Authority has since
sought to impose further tax changes, which have yet to be confirmed in legislation. The Company
has received legal advice from its Bolivian legal advisers that pursuant to applicable Bolivian tax law,
Petrolex’s production activities are not subject to direct taxes and that all such taxes are the exclusive
responsibility of the YPFB. In the opinion of Petrolex’s Bolivian advisers, Petrolex’s relationship with
YPFB is such that YPFB is directly responsible for all production taxes with the National Tax
Authority.
15.

Intellectual Property Rights

15.1 The Enlarged Group shall following Admission have the following domain names:
persiangoldplc.com, persiangold.co.uk, clontarfenergy.com, clontarfenergyplc.com.
15.2 Save as disclosed in paragraph 16.1 above, there are no patents or intellectual property rights, licences
or particular contracts which are of fundamental importance to the Enlarged Group’s business.
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16.

Investments

Save as set out in this Document, there are no:
•

investments in progress which are significant to the Enlarged Group; or

•

future investments upon which the Company have already made firm commitments.

17.

Working Capital

The Directors are of the opinion that, having made due and careful enquiry, the working capital available to
the Enlarged Group following the Placing and the Subscription will, from the date of Admission be sufficient
for its present requirements, that is, for at least the next 12 months from the date of Admission.
18.

Financial information on Petrolex

18.1 Due to the on-going legal cases with Petrolex’s joint venture partners in relation to both the El Dorado
Field and Monteagudo Field projects, as set out in Part 4 of this Document, financial information in
relation to this company’s participation in both projects has been withheld from the management team
of Petrolex, pending the outcome of these legal cases.
18.2 The lack of availability of financial information resulted in the directors having difficulty in preparing
complete financial information in respect of the company since March 2008. Consequently, the lack
of available financial information imposed a scope limitation on the company’s auditors (Deloitte)
resulting in the auditors being unable to form an opinion on the financial information in respect of the
years ended 31 March 2009 and 31 March 2010.
18.3 The Directors have attributed a nominal value of £2,102 to the carrying value of the Enlarged Group’s
investment in Petrolex, and therefore consider that financial information of Petrolex is not material to
the proposed transaction. Due to the lack of reliable financial information available to the Directors
and auditors in respect of Petrolex and given the de minimis value attributed to the carrying value of
the investment in Petrolex, financial information has not been included in this Document in respect of
this company.
19.

Information Relating to the Placing

There is no minimum amount which, in the opinion of the Directors, must be raised by the Company
pursuant to the Placing.
20.

Environmental Issues

Neither the Company nor the Directors are aware of any environmental issues or risks affecting the
utilisation of the property, plant or machinery of the Enlarged Group.
21.

Related Party Transactions

21.1 John Teeling, James Finn and David Horgan, directors and shareholders of Persian Gold are also
directors and shareholders of HyEx. Details of the shareholding in Persian Gold are set out at
paragraph 7.1 of this Part 10 and details of their shareholdings in HyEx are as set out below.
As at the date of this Document
Percentage of issued
Number of Ordinary
ordinary capital
Shares share
of Hydrocarbon

Directors
John Teeling
James Finn
David Horgan

1,818
351
713
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7.12%
1.37%
2.79%

21.2 Jack Teeling, a director and shareholder of Persian Gold is also shareholder of HyEx. Details of his
shareholding in Persian Gold are set out at paragraph 7.1 of this Part 10 and details of his
shareholdings in HyEx are as set out below.
As at the date of this Document
Percentage of issued
Number of Ordinary
ordinary capital
Shares share
of Hydrocarbon

Directors
Jack Teeling

221

0.87%

21.3 Persian Gold holds 1,425 shares in the share capital of HyEx.
21.4 There is a management services agreement between the Company and Cooley Distillery Plc in respect
of the Company’s use of the premises at 162 Clontarf Road, Dublin 3 in the amount of £30,000
per annum. John Teeling and James Finn, directors of the Company, are also directors of Cooley
Distillery Plc.
21.5 Save as set out in paragraphs 21.1, 21.2, 21.3 and 21.4 above, there are no related party transactions
that the Enlarged Group has entered into during the period covered by the historical financial
information set out in Parts 5 to 7 and up to the date of this Document.
22.

General Information

22.1 The total proceeds of the Placing and the Subscription are expected to be £2.3 million. The estimated
amount of the expenses of the Placing and Admission which are all payable by the Company, is
approximately £0.55 million (including VAT). The net proceeds of the Placing will be £1.75 million.
22.2 Deloitte & Touche has given and not withdrawn its written consent to the issue of this Document with
the inclusion of its accountants’ reports prepared for the Company and its reports and references to its
name in the form and context in which it appears. Deloitte & Touche is a member of the Institute of
Chartered Accountants of Ireland.
22.3 Shore Capital & Corporate Limited has given and not withdrawn its written consent to the issue of
this Document with the inclusion of their name and references to its name in the form and context in
which it appears.
22.4 Shore Capital Stockbrokers Limited has given and not withdrawn its written consent to the issue of
this Document with the inclusion of their name and references to its name in the form and context in
which it appears.
22.5 Optiva has given and not withdrawn its written consent to the issue of this Document with the
inclusion of its name and references to its name in the form and context in which it appears.
22.6 Carta Design Limited has given and not withdrawn its written consent to the issue of this Document
with the inclusion of the Competent Persons Reports in respect of Ghana and the USA and references
to its name in the form and context in which it appears.
22.7 Servolab has given and not withdrawn its written consent to the issue of this Document with the
inclusion of the Competent Persons Report in respect of Bolivia and references to its name in the form
and context in which it appears.
22.8 Wardell Armstrong LLP has given and not withdrawn its written consent to the issue of this Document
with the inclusion of the Competent Persons Report in respect of Iran and references to its name in
the form and context in which it appears.
22.9 The financial information contained in this Document does not constitute full statutory accounts as
referred to in section 434 of the Act.
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22.10 There are not, neither in respect of the Company nor any company in the Enlarged Group, any
significant recent trends in production, sales and inventory, and costs and selling prices since the end
of the last financial year to the date of this Document.
22.11 There are not, neither in respect of the Company nor any company in the Enlarged Group, any known
trends, uncertainties, demands, commitments or events that are reasonably likely to have a material
effect on the Company’s prospects for at least the current financial year of the Enlarged Group.
22.12 Save as disclosed in this Document, there has been no significant change in the financial or trading
position of the Enlarged Group since 30 June 2010, the date to which the Persian Gold Interim
Accounts (the text of which is set out in Part 5 of this Document) were prepared.
22.13 The Existing Ordinary Shares are, and the New Ordinary Shares will be, in registered form. It is
expected that share certificates for the Placing and New Ordinary Shares which are to be held in
certificated form will be posted by 19 April 2011. No temporary documents of title will be issued.
22.14 The Company is not aware of the existence of any takeover bid pursuant to the Takeover Code or any
circumstances which may give rise to any takeover bid, and the Company, is not aware of any public
takeover bid by third parties for the Ordinary Shares.
22.15 No person, either directly or indirectly, has in the twelve months prior to the date of this Document
received or is contractually entitled to receive either directly or indirectly, from the Company on or
after Admission (excluding in either case persons who are professional advisers or as otherwise
disclosed in this Document and trade suppliers) (i) fees totalling £10,000 or more; (ii) its securities,
where these have a value of £10,000 or more calculated by reference to the Placing Price; or (iii) any
payment or benefit from the Company to the value of £10,000 as at the date of Admission.
22.16 Of the Placing Price, £0.0025 represents the nominal value of each Placing Share and £0.0575 the
premium.
22.17 Monies received from applicants pursuant to the Placing will be held in accordance with the terms of
the Placing Letters issued by Shore Capital and Optiva until such time as the Placing Agreement
becomes unconditional in all respects. If the Placing Agreement does not become unconditional in all
respects by 5 May 2011, application monies will be refunded to applicants at their risk and without
interest.
22.18 To the extent that information in this Document has been sourced from a third party, such information
has been accurately reproduced and, as far as the Directors and the Company are aware and able to
ascertain from information published by that third party, no facts have been omitted which may render
the reproduced information inaccurate or misleading.
23.

Availability of this Document

Copies of this Document and the circular of HyEx setting out details of the Scheme shall be available free
of charge during normal business hours on any day (except Saturdays, Sundays and public holidays) from
the offices of Shore Capital & Corporate Limited, Bond Street House, 14 Clifford Street, London W1S 4JU,
United Kingdom for a period of one month from the date of Admission.
Date: 4 February 2011
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NOTICE OF GENERAL MEETING
PERSIAN GOLD PLC
(Incorporated and registered in England and Wales with registered number 04967918)
NOTICE IS HEREBY GIVEN that a GENERAL MEETING of the Company will be held at The City of
London Club, 19 Old Broad Street, London EC2N 1DS on 15 March 2011 at 11.30 a.m. for the purpose of
considering and, if thought fit, passing the following resolutions, of which resolutions numbered 1 and 2 will
be proposed as ordinary resolutions and resolutions numbered 3 and 4 will be proposed as special
resolutions:
ORDINARY RESOLUTIONS
1.

THAT, subject to the passing of the HyEx Resolutions the proposed Acquisition, (each such term as
defined in the Admission Document circulated to shareholders of the Company dated 4 February
2011, a copy of which has been produced to this meeting and initialled by the Chairman for the
purposes of identification only (the “Admission Document”)) on the terms and subject to the
conditions of the Implementation Agreement (as defined in the Admission Document), be and is
hereby approved and the Directors (or a duly authorised committee thereof) be and they are hereby
authorised to take all steps as may be necessary or appropriate in relation thereto and to carry the same
into effect with such modifications, variations, revisions, waivers or amendments (providing such
modifications, variations, revisions, waivers or amendments are not of a material nature) to the
Acquisition (as defined in the Admission Document) or any documents relating thereto as they shall
deem necessary, expedient or appropriate;

2.

THAT the directors be and are hereby generally and unconditionally authorised, in accordance with
section 551 of the Companies Act 2006 (“2006 Act”), to exercise all the powers of the Company to
allot:
(i)

(ii)

new ordinary shares of £0.0025 each in the capital of the Company in the following nominal
amounts:
(A)

£168,784 to be issued pursuant to the Acquisition (as defined in the Admission
Document);

(B)

up to £110,593.76 in connection with the Placing and the Subscription (each as defined
in the Admission Document);

(C)

£6,648.41 on the exercise of the New Warrants (as defined in the Admission Document);
and

(D)

£13,500 on the exercise of 5,400,000 Options (as defined in the Admission Document)
by the Directors.

Relevant Securities (as defined in the notes to this resolution) up to an aggregate nominal
amount of £250,000 provided that this authority shall (unless renewed, varied or revoked by the
Company in general meeting) expire on the first anniversary of the date of passing of this
resolution, save that the Company may before such expiry make an offer or agreement which
would or might require Relevant Securities to be allotted after such expiry, and the directors
may allot such Relevant Securities in pursuance of such offer or agreement as if this authority
had not expired, and provided further that this authority shall replace any existing authority to
allot shares given to the directors pursuant to section 80 of the Companies Act 1985.
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SPECIAL RESOLUTIONS
3.

THAT the directors be and are hereby empowered, pursuant to Section 570 of the 2006 Act, to allot:
(i)

the new ordinary shares in the aggregate nominal amounts referred to in resolution 2 above
pursuant to that authority as if section 561(1) of the 2006 Act did not apply to such allotment;

(ii)

equity securities (as defined by section 560 of the 2006 Act) for cash, either pursuant to the
authority conferred by resolution 2 or by way of a sale of treasury shares, as if section 561(1)
of the 2006 Act did not apply to any such allotment, provided that this power shall be limited
to the allotment of equity securities pursuant to an offer or issue by way of rights, open offer
or other pre-emptive offer:

(iii)

(A)

to the holders of ordinary shares and other persons entitled to participate therein in
proportion (as nearly as may be practicable) to their respective holdings; and

(B)

to holders of other equity securities as required by the rights of those securities or as the
directors otherwise consider necessary, but subject to such exclusions or other
arrangements as the directors may deem necessary or expedient in relation to treasury
shares, fractional entitlements, record dates, legal or practical problems in or under the
laws of any territory or the requirements of any regulatory body or stock exchange; and

otherwise than pursuant to paragraph 3(i) and (ii) above, equity securities up to an aggregate
nominal amount of £250,000,

and such power shall expire (if not previously expired by non-fulfilment of conditions) on the first
anniversary of the date of passing of this resolution save that the Company may before such expiry
make an offer or agreement which would or might require equity securities to be allotted after such
expiry and the board may allot equity securities in pursuance of any such offer or agreement as if the
power conferred hereby had not expired. This resolution revokes and replaces all unexercised powers
previously granted to the directors to allot equity securities as if either section 89(1) of the Companies
Act 1985 did not apply but without prejudice to any allotment of equity securities already made or
agreed to be made pursuant to such authorities.
4.

THAT:

5.

(i)

the articles of association of the Company be amended by deleting all the provisions of the
Company’s memorandum of association which, by virtue of section 28 of the Companies Act,
2006 are treated as provisions of the Company’s articles of association; and

(ii)

the draft regulations produced to the meeting and initialled by the Chairman for the purposes
of identification be adopted in substitution for, and to the exclusion of, the current articles of
association.

THAT, subject to the passing of resolution 1 set out above, the name of the Company be changed to
Clontarf Energy plc.

Dated: 4 February 2011
By Order of the Board
Registered office: 20-22 Bedford Row, London WC1R 4JS
Notes:
1.

Members are entitled to appoint a proxy to exercise all or any of their rights to attend and to speak and vote on their behalf at the
meeting. A shareholder may appoint more than one proxy in relation to the General Meeting provided that each proxy is
appointed to exercise the rights attached to a different share or shares held by that shareholder. A proxy need not be a shareholder
of the company. A Form of Proxy which may be used to make such appointment and give proxy instructions accompanies this
notice. If you do not have a Form of Proxy and believe that you should have one, or if you require additional forms, please contact
Computershare Services (Ireland) Limited, Heron House, Corrig Road, Sandyford Industrial Estate, Dublin 18, Ireland.
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2.

To be valid any Form of Proxy or other instrument appointing a proxy must be received by post or (during normal business hours
only) by hand at Computershare Services (Ireland) Limited, Heron House, Corrig Road, Sandyford Industrial Estate, Dublin 18,
Ireland no later than 11.30 a.m. on 11 March 2011.

3.

The return of a completed Form of Proxy, other such instrument or any CREST Proxy Instruction (as described in
paragraph 7 below) will not prevent a shareholder attending the General Meeting and voting in person if he/she wishes to do so.

4.

Pursuant to Regulation 41 of the Uncertificated Securities Regulations 2001, entitlement to attend and vote at the meeting and
the number of votes which may be cast thereat will be determined by reference to the Register of Members of the Company at
close of business on the day which is two days before the meeting (or in the case of an adjournment as at close of business before
the adjourned meeting). Changes to entries on the Register of Members after that time shall be disregarded in determining the
rights of any person to attend and vote at the meeting.

5.

CREST members who wish to appoint a proxy or proxies through the CREST electronic proxy appointment service may do so
by using the procedures described in the CREST Manual. CREST Personal Members or other CREST sponsored members, and
those CREST members who have appointed a service provider(s), should refer to their CREST sponsor or voting service
provider(s), who will be able to take the appropriate action on their behalf.

6.

In order for a proxy appointment or instruction made using the CREST service to be valid, the appropriate CREST message (a
“CREST Proxy Instruction”) must be properly authenticated in accordance with Euroclear’s specifications, and must contain the
information required for such instruction, as described in the CREST Manual. The message, regardless of whether it constitutes
the appointment of a proxy or is an amendment to the instruction given to a previously appointed proxy must, in order to be valid,
be transmitted so as to be received by the issuer’s agent ID 3RA50 by 11.30 a.m. on 11 March 2011. For this purpose, the time
of receipt will be taken to be the time (as determined by the timestamp applied to the message by the CREST Application Host)
from which the issuer’s agent is able to retrieve the message by enquiry to CREST in the manner prescribed by CREST. After
this time any change of instructions to proxies appointed through CREST should be communicated to the appointee through other
means.

7.

CREST members and, where applicable, their CREST sponsors, or voting service providers should note that Euroclear does not
make available special procedures in CREST for any particular message. Normal system timings and limitations will, therefore,
apply in relation to the input of CREST Proxy Instructions. It is the responsibility of the CREST member concerned to take (or,
if the CREST member is a CREST personal member, or sponsored member, or has appointed a voting service provider, to procure
that his CREST sponsor or voting service provider(s) take(s)) such action as shall be necessary to ensure that a message is
transmitted by means of the CREST system by any particular time. In this connection, CREST members and, where applicable,
their CREST sponsors or voting system providers are referred, in particular, to those sections of the CREST Manual concerning
practical limitations of the CREST system and timings.

8.

The Company may treat as invalid a CREST Proxy Instruction in the circumstances set out in regulation 35(5)(a) of the
Uncertificated Securities Regulations 2001.

9.

Relevant Securities means:
(a) Shares in the Company other than shares allotted pursuant to:
(i)

an employee share scheme (as defined by section 1166 of the 2006 Act);

(ii) a right to subscribe for shares in the Company where the grant of the right itself constituted a Relevant Security; or
(iii) right to convert securities into shares in the Company where the grant of the right itself constituted a Relevant Security.
(b) Any right to subscribe for or to convert any security into shares in the Company other than rights to subscribe for or convert
any security into shares allotted pursuant to an employee share scheme (as defined by section 1166 of the 2006 Act).
References to the allotment of Relevant Securities in the resolution include the grant of such rights.
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