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KELT U.K. LIMITED

DIRECTORS' REPORT

FOR THE PERIGD ENDED 31 DECEMBER 1993

The direclors submil their annual report on the affairs of the company together with the
accounts and auditors’ report for the nine month perlod ended 31 December 1993,

PRINCIPAL ACTIVITY

The principal activities of the company comprise oll and gas exploration and production and
the provision of technical and engineering services (o the energy industry,

RESULTS AND DIVIDENDS

The resulis of the company for the period are sct out in the profit and loss account on page
+. The directors recommend thatl no dividend be paid In respect of the period ended 31
December 1993 (year to 31 March 1993.8N11).

FIXED ASSETS

A summary of movements of {ixed assets during the year is shown in Note 8 (0 the accounts.

DIRECTORS AND THEIR INTERESTS
The dlrectors whio held oflice during the year were as lollows ¢

R D Barret!  Resigned 31st May 1994
R Fox

B James

R E Jones

P C Spink

The interests in (he shares and share oplions of group companies of the direclors who were
also direclors of the parent company. Kelt Energy PLC, are disclosed in {he reporl and
accounts af thal company,




DIRECTORS' REPORT (Continued)

Al 31 December 1993 the {ollowing share oplions had been granted to directors under the
Executive Share Option Scheme:

Exercise Exercise Perfod 31/12/93 31/3/93
Price Number Number
R D Barrell 20p Feb 1998 to Feb 2003 75,000 75,000
1lp Mar 1995 {0 Mar 2002 40,000 40,000
B James 20p Mar 1996 to Feb 2003 75,000 75,000
ilp Mar 1995 {o Mar 2002 50,000 50,000
R E Jones 20p Feb 1998 to Feb 2003 100,000 100,000
11p Mar 1995 {0 Mar 2002 50,000 50,000
37p Nov 1992 to Nov 1999 2,000 2,000

The oplions exercisable at 37p have been divided by 50 as an adjustment arising from the
[nancial reconstruction that took place in 1991,

DIRECTORS' RESPONSIBILITIES

Company law requires the directors to prepare accounts for each linancial period which give
a true and fair view of the state of affairs of the company and of the profit or loss of the
company for thal period, In preparing those accounts, the directors are required Lo;

- select suitable accounting policies and then apply them consistently:
- make judgements and estimates thal are reasonable and prudent;

- State whether applicable accounting standards have been followed, subject lo
any material departures disclosed and explained In the accounts: and

- prepare the accounts on the golng concern basls unless it s inappropriate (o
presume that the company will continue in business,

The directors are responsible for keeping proper accounting records which disclose with
reasonable accuracy at any time the financial position of the company and to enable them to
ensure that the linanclal statements comply with the Compantes Act 1985, They are also
responsible for safeguarding the assets of the company and henee for taking reasonable steps
for the prevention and detection of fraud and other irregularities.

AUDITORS

The directors will place a resolution before the annual general meeting to reappomi Arthur
Andersen as audilors [or the ensuing year.,

BY ORDER OF THE BOARD
130 Jermyn Street

London

SW1Y 4UJ € ___.
A Eﬂgﬂ
Secretary

13 Qctober 1394




ARTHUR ANDERSEN

London

Auditors' report to the Shareholders of Kelt UK Limited

We have audited the accounts on pages 4 to 13 which have been prepared under the
historical cost convention as modified by the revaluation of certain fixed assets and the
accounting policies set out on pages 6 to 8.

Respective responsibilities of directors and auditors

As described on page 2 the company's directors are responsible for the preparation of the
accounts. It is our responsibility to form an independent opinion, based on our audit, on
those accounts and to report our opinion to you.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the accounts, It also includes an assessment of the significant
estimates and judgements made by the directors in the preparation of the accounts and of
whether the accounting policies are appropriate to the company's circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit 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 accounts are free from material misstatement, whether caused
by fraud or other irregularity or error. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the accounts,

Opinion

In our opinion the accounts give a true and fair view of the company's state of affairs at
31 December 1993 and of its loss for the period then ended and have beern properly
prepared in accordance with the Companies Act 1985.

At Andussen

Arthur Andersen

Chartered Accountants and Registered Auditors
1 Surrey Street

London

WC2R 2P5

13 Cctober 1994




KELT U.K. LIMITED

. PROFIT AND LOSS ACCOUNT

FOR THE PERIOD ENDED 31ST DECEMBER 1993

9 months to Year to
Notes 3112193 31/3/93

£1000s £000s
TURNOVER 2 5,119 5,378
Cost of sales 3 {3,733} (4,323)
GROSS PROFIT 1,386 1,055
Administrative expenses 446 143
OPERATING PROFIT 4 940 912
Interest receivable 6 62
Interest payable 6 (1,038) (1,620
{.OSS ON ORDINARY ACTIVITIES
BEFORE AND AFTER TAXATION (92) (646)
ACCUMULATED DEFICIT, brought forward (1,115 469 .
ACCUMULATED DEFICIT, carried forward (1,207) {1,115) .

There were no recognised gains or lossas other ihan as shown above,

The accompanying noles are an inlagral part of this profit and loss account
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KELT U.K. LIMITED

d BALANCE SHEET - 31ST DECEMBER 1993

Notes 31/12/93 31/3/93
£/000s £0000s
FIXED ASSETS
Tangible assels 8 14,369 14,694
CURRENT ASSETS
Stocks 20 12
Debtors 9 14,019 13,433
Cash at bank 345 J
14,384 13,448
CREDITORS:
Amounts falling due within one year 10 (9,325} {8,875)
NET CURRENT ASSETS 5,059 4,573
TOTAL ASSETS LESS CURRENT LIABILITIES 19,428 19,267
CREDITORS:
Amounts faliing due atter more than one year i1 {20,013) (19,808)
PROVISIONS FOR LIABILITIES AND CHARGES 12 522 474
NET LIABILITIES {1,107) {1,015) '
CAPITAL AND RESERVES
Called-up share capilal 13 100 100
Profil and loss accoun! {1,207) (1,115)
Shareholders' lunds 14 (1,107) (1.015)

{=f-3 =Eae

SIGNED ON BEHALF OF Tf'lE BOARD

-

P.C. Spink - Direclor -

13 Qclober 1994 U\/\/

The accompanying notes ate an integral part of this balance sheet.
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KELT U.K. LIMITED

NOTES TO THE ACCOUNTS - 318T DECEMEBER 1993

STATEMENT OF ACCOUNTING POLICIES

The following principal accounting policies, which have been applied consistently throughout the period
and with preceding years, were adopted in arriving at the finangial information set out in these accounts.

a) Basis of accounting

The accounts have been prepared under {he historical cost convention, moditied 1o include the
revaluation of certain fixed assels, and in accordance wilh applicable accounting standards.

b) Joint operalions

Kelt U.K.'s oll and gas aclivilies are conducted principally as co-licenses in joint operations with other
companies,

The accounts reflec! Kelt U.K.'s share of income and expenditure arising {from these ventures,
c) Turnover

Turnover represents the company's invoiced sales of oil and gas, all of which arise in the United
Kingdom.

d) Exploration and developmeni cosls

Oil and gas properties are carried in a fixed assot pool established {hrough valuations in 1988 and 1989
with subsequent additions al cosl,

Capitalisation

Costs of acquisition, exploralion, appraisal and development of oil and gas properties are capitalised
under the principles ol jull cost accounting.

All costs, including geological, geophysical, engineering and general and administrative expanses
direclly ralated lo these aclivilies are capitalised in a full cosl pool. Financing costs in respect of
borrowings relaling to these activitios are capilalised. Inlerest cosls are expensed insofar as they relate
lo borrowing associaled with proved developed producing reserves,

Proceeds of disposal of licence interesls are crediled to the pool, and no gain nor loss is recoghised,

msml?Ie
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KELT U.K. LIMITED

NOTES TO THE ACCOUNTS (continued)

1, STATEMENT OF ACCOUNTING PQLICIES (cont'd)
d) Exploration and development costs (cont'd)
Depreciation

All expenditure carried within the full cost pool Is deprecialed on a unit of production basts using the
ratio of the production in the period to the estimaled quantity of commercial reserves at the end of the
period plus the production in the pariod. Costs used in the unit of production calculation comprise the
nel book value of capilalised costs plus the anticipated future field development cosls at current period
end unescalated prices.

Changes in cost and reserve estimates are dealt with prospectiveiy,
Ceiling tesl

A celling test is carried out at each balance sheet dale to assess whether the net book value of
capilalised cosls is coverad by the anticipaled and undiscounted future net revenues calculated at period
end prices, Any deficiency arising under this comparison is provided to the extent that, In the view of
the directors, 1t is considered 10 represent a parmanent diminution in the value of the relaled assets.

8) Qffice equipment and motor vehiclas

Deprecialion o, cost is provided on a straight line basis over lhe estimated useful lives of assets at rates
between 25% and 33% per annum,

fy Fareign currency

Transactions denominated in loreign currency aro transtated into sterling at the rate of exchange ruling
al the date of Lhe transaction. Monotary assols and liabilities denominaled in foreign currency are
translated inlo stering at the rale of exchange ruling on the balance sheet date, exchange differences
being rellecied in the profit and loss account,

a) Delerred taxation

Detarced laxation is provided at anticipaled tax rales on timing diflerences arising from the inclusion of
items of income and expendilure in laxation compulations in perlods dillerent from those in which they
are included in the tinancial statemaents o the extont that it is possible that a lability or assel will
crystallise in the {uture.

wmam )7t




KELT U.K LIMITED
NOTES TO THE ACCOUNTS (continued)

1. STATEMENT OF ACCOUNTING POLICIES {cont'd)
h) Abandonment provision
Estimated abandonment cosls are provided field by {ield on a unit of production basis,
i) Stocks
Stocks of oil are stated at the lower of cos!t and net realisable value.
i} Cash flow statemeni

No cash {low statement has been prepared. Tha company's ultimate holding company, Kelt Energy PLC,
prepared a consolidated ¢ash flow statement in accordance with Financial Reporting Standard No. 1,

2. TURNOVER AND LOSS ON ORDINARY ACTIVITIES

The company's turnover and loss on ordinary aclivities belore taxation for the period were derived {rom oil
and gas produclion in the Uniled Kingdom. Turnover includes £2,631,000 (31/3/93 - £2,872,000) in respect
ol brokerage sales of third parly cil,

3. COST OF SALES
9 months o Year 10

31/12/93 31/3/93

£'000s £'000s
Purghase of crude oil for resale 2,358 2,629 '
Other opelaling costs 746 1,000 .
Royalties 10 18
Depletion and amortisation 571 574
Abandonmeni 48 102

3,733 4.323

4, QPERATING PROFIT
9 months to Year o

31/12/93 31/3193
£'000s £'000s
Operaling Profit is stated afler crediting:
Protit on disposal of fixed assets 6 17
And aller charging:
Depreciation 93 102
Hire of plant and machinery 67 109
Other operaling lease rentals 302 Mz
Audilors’ remuneralion and expenses
- Audil lees a5 24
- Other lees (including 1ax) 8 12
Stalf cosls {Note 5) 1, 2,185
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KELT U.K, LIMITED

NOTES TO THE ACCQUNTS (continued)

g months to Year to

5. STAFF COSTS 31/12/93 31/3/93
£'000's £'000's

Wages and salaries 1,305 1,863

Soclal security cosls 127 189

Other pension costs 130 133

1,562 2,185

The average number of persons employed by the company during ihe year was 89 (31/3/93 - 75).
The employee costs shown above include the following remuneralion in respect of directors,

Emotuments, Including pension contributions 187 205

j~4-—3 =343

The direclors’ remuneration shown above (excluding pension conlributions) included:

Highest paid director 70 a0 .

[=F-=1- [y =in]

The company has no chairman.

Direciors recewved emolumants (excluding pension contribulions), in respect ol their services for the
company, in the lollowing rangos:

Number Number
£0 - £5,000 2 4
£5.001 - £10,000 . 1
£45001 - £50,000 2 -
£50,00% - £55,000 . 1
£55,001 - £60,000 - 1
£70,001 - £75,000 | -
£85,001 - £90,000 . 1

msml 7?12




KELT U.K. LIMITED

NOTES TO THE ACCOUNTS {continued)

9 months to Year to

31/12/93 31/3/93
£'000's £000's
INTEREST PAYABLE
Interest lo third partigs 1 -
interest on intercompany loans {Note 11) 1,056 1,792
Less amounts capilalised {19) {172
1,038 1,620

TAX ON LOSS ON ORDINARY ACTIVITIES

There was no tax charge for lhe period (31/3/23 - £Nily as the company has unutilised tax losses carried
forward.

TANGIBLE FIXED ASSETS

Qil and qas QOlfice equipment Total
properties andg motor vehicles
£000's £000's £000's
COST OR VALUATION
Al 31 March 1993 21,229 1,028 22,257
Additions 630 27 657
Disposals {(300) {46) __(346)
As al 31 December 1993 21,559 1,009 22,568
DEPRECIATION
At 31 March 1993 6,952 611 7.563
Charge tor the period 5M 93 664
Disposals - {28) {28}
As at 31 December 1993 7.523 676 8,199
oosan f=$13-43 frf=t-1o-¥-3
NET BOOK VALUE
At 31 Dacember 1993 14,036 333 14,369
NET BOOK VALUE
Al 31 March 1993 14,277 417 14,694

Expenditure capitalised during the porfod includes intergst of £12,000 (31/3/93 - £172,000),

The 'full cost poo!’ ol oil and gas properties includes properies carried at veluations established by the
diraclors in 1988 and 1988 in conjunction with corporale acquisitions by the company's parent company,’ 3

10
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KELT U.K. LIMITED

NOTES TO THE ACCOUNTS (continued)

DEBTORS

Amounts falling due within one year 31/12/83 31/3/93
£'000s £'000s

Trade debiors 1,567 1,387

Due from group undertakings 12,291 11,938

Prepaymenis and accrued income 161 108
14,019 13,433

CREDITORS - AMOUNTS FALLING DUE WITHIN ONE YEAR

—rmra e

31/12/93 31/3/93

£'000s £'000s
Trade creditors 858 1,621
Amounts owed lo group underakings 8,048 6,923
VAT 142 73
Social security and PAYE 84 53
Accruals 193 205

9,325 8,875

f=f-ci=t=g~]

[=3-3-1-}~}

CREDITORS - AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

31/12/93 31/3/83
£'000s £'000s
Amounis owed to immediate parent company 20,013 19,808

auorpe

f=i=j=)=}=3~

These loans have no fixed repayment date. The immediate parent company has indicated its inlention
that repaymem will not be required for al leasl five years from the balance sheet dale. Interest is charged
al a rate equivalent to Lloyds Bank PLG deposil rate plus 1%.

LR

mam1 72




KELT U.K, LIMITED
' NOTES TO THE ACCOUNTS {continued)

12, PROVISIONS FOR LIABILITIES AND CHARGES

Abandonment
Costs
£0600's

At 31 March 1993 474

Charge for the period A48

At 31 December 1993 522

The full potential liability for deferred corporation tax, calculated on the liability method at 33%, arising
from accelerated capital allowances, Is [ully ollset by inlercompany interest accruals and tax losses
carried lorward,

13. CALLED-UP SHARE CAPITAL

31/12/93 31/3/93

£'000s £'000s
Authorised, aliotled, called-up and
fully pald - Ordinary shares of £1 each 100 100

14, MOVEMENT ON SHAREHOLDERS' FUNDS
£'000s

At 31 March 1993 (1,015)
Loss {or the pariod {32) .
Al 31 December 1993 (1,107) ’

[=1-1-—3=~}-1-1

15, NET LIABILITIES

The company has net liabilities ol £1,107,000 al 31 December 1993 and is therefors technically insolven.
The company's parent company, Kelt Enargy PLC, has undertaken to conlinue to make available 1o the
company such financial support as is nacessary (o enable il to meet its obligations as they fall due. The
gccounts have therclore boen prepared on the going concern basis,

16, CAPITAL COMMITMENTS ‘

Al 31 December 1993 the company was commitied to the following expenditure (Kelt U.K, share) on
exploralion and dovelopmen! aclivities:

31/12/83 31/3/93
£'000s £'000s
Contracted 1,068 510
Authorised bul not conlragied lor 510 394
1,578 904
DOomoxs ===

These commitments are calculated to take into accounl the transaction set out in note 17.

- T
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KELT UK. LIMITED
NOTES TO THE ACCQUNTS (conlinued)

17. SUBSEQUENT EVENTS

Subsequent to 31 Dacember 1993 the Company has swapped its Southern England licences for an
increased interest in acreage in the Norh of England plus cash consideration received of £4.2 miltion.

18. ULTIMATE PAREN" CIMPANY

The company's ultimate p: =1l company is Kelt Energy PLC, registered in England and Wales. Kelt
Energy PLC is the parent undertaking for the only group in which the results of Kelt U.K. Limited are
consolidated. The consolidated accounts of this group are available to the public and may be obtained
fromn 130 Jermyn Street, London SW1Y 4Ud.
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