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1. Introduction 
 
1.1. On 5 December 2016, Chad Griffin of FTI Consulting LLP, 200 Aldersgate, Aldersgate Street, London EC1A 4HD, United 

Kingdom, and I were appointed Joint Liquidators of Xcite Energy Limited (the “Company”) by Order of the Eastern Caribbean 
Supreme Court in the High Court of Justice British Virgin Islands (the “BVI Court”) pursuant to Section 159(1) of the Insolvency 
Act, 2003 (the “Act”). 
 

1.2. This is our preliminary report to creditors, which has been prepared pursuant to Section 226 of the Act. 
 

1.3. This report has been prepared using the information made available to us by various sources.  In the short time available since 
our appointment, we have not sought to verify the accuracy of the information provided.  Please note that further information 
may be received, which may result in material changes to the information presented in this report. 

 
1.4. This report should not be copied or disclosed to any third party or otherwise be quoted or referred to, in whole or in part, 

without our prior written consent.  In the event that this report is obtained by a third party or used for any purpose other than 
in accordance with its statutory purpose of providing information to the creditors of the Company, any such party relying on 
this report does so entirely at their own risk and shall have no right of recourse against the Joint Liquidators, FTI Consulting, 
their partners, directors, employees or professional agents. 
 

2. Background 
 
2.1. The Company was incorporated in the British Virgin Islands on 5 January 2007 under the Business Companies Act, 2004.  A 

schedule detailing further statutory information is enclosed at Appendix 1.  The Company is a holding company, which holds 
100% of the issued share capital (the “Shares”) of Xcite Energy Resources plc (“XER”), a heavy oil appraisal and development 
company incorporated in the United Kingdom.   
 

2.2. In June 2014, XER issued a US$135 million Senior Secured Callable Bond (the “Bonds”) to repay outstanding debt and to fund 
engineering and technical work programs as part of its strategy to develop the Bentley Field.  XER’s obligations under the 
Bonds were guaranteed by the Company (the “Guarantee”).  The Bonds had a maturity date of 30 June 2016, but this was 
later extended to 31 October 2016. 
 

2.3. At the time the Bonds were issued, XER and the Company (the “Group”) intended to secure additional funding for the 
development of the Bentley Field and to repay the Bonds at or ahead of their maturity date.  The Group was unable to secure 
the further funding required to pay the Bonds, and during 2016, the Group entered into discussions with the Bondholders to 
agree terms for a consensual restructuring of the Bonds.  Ultimately the restructuring was not capable of being implemented 
in a manner acceptable to the Bondholders.  
 

2.4. The Bonds matured in full on 31 October 2016.  At that date, the outstanding principal amount of the Bonds, together with all 
accrued interest thereon amounted to approximately US$152 million (the “Debt”).  
 

2.5. On 1 November 2016, the Bond Trustee made demand on the Company, pursuant to the Guarantee, to repay the Debt in full 
(the “Demand”).  The Company subsequently confirmed that it could not repay the Debt claimed in the Demand.  On the 
same date, the Bond Trustee applied to the Court (the “Application”) to place the Company into liquidation on the basis that 
it could not pay its debts as they fell due was therefore insolvent, or alternatively that the value of the Company’s liabilities 
exceeded its assets and it was therefore insolvent. 
 

2.6. The Application was heard on 5 December 2016 and by Order of the Court, Mr, Griffin and I were appointed Joint Liquidators 
of the Company on that date.  
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3. Steps taken since appointment 
 

Statutory 
 

3.1. In accordance with Section 178 of the Act, notice of the Joint Liquidators’ appointment was filed with the Registrar of 
Corporate Affairs (the “Registry”) and the BVI Financial Services Commission on 5 December 2016, and served on the 
Company at its registered office on the same date.   
 

3.2. Notice of the Joint Liquidators’ appointment was duly advertised in the BVI Beacon on 8 December 2016, the London Gazette 
on 8 December 2016, Finansavisen in Norway on 14 December 2016 and the BVI Gazette on 15 December 2016.  Also 
contained within these advertisements was notice, pursuant to Section 189(b) of the Act, that a first meeting of creditors 
would not be held unless 10 percent in value of the Company’s creditors gave written notice that they required a meeting to 
be called.  No such notice was received.   
 
Directors 

 
3.3. The Joint Liquidators requested each of the Company’s three current directors (the “Directors”) to provide a statement of 

affairs, showing the Company’s assets and liabilities as at 5 December 2016.  A statement of affairs has been recevied from 
each director, the information contained within each is identical and they have all been filed at the Registry.  A summary of 
the statements of affairs is attached at Appendix 2.  

 
4. Assets  

 
4.1. The Company’s material assets are the licences XER holds in four blocks in the UK North Sea (the “Licences”), the most 

significant being the Bentley Field Licence (the “Bentley Licence”) and an inter-company receivable from XER in the amount  of 
approxiamtely US$330 million.  Further detail in relation to the assets are provided below. 

 
The Shares 

      
 Steps taken prior to the appointment of the Joint Liquidators 

 
4.2. Based on available forecasts, the funding available to XER was expected to be exhausted during the course of January 2017.  If 

this was to occur, XER would cease to operate and the Licences would likely be revoked resulting in little to no value being 
available to the Company’s stakeholders. 
 

4.3. In view of this, and in anticipation of the liquidation, the Directors determined that it was appropriate to commence a 
marketing process (the “Sales Process”) for the sales of the Shares.  The Joint Liquidators, in their capacity as liquidators in 
waiting, monitored the Sales Process.    

 
4.4. 26 potentially interested parties were contacted during the Sales Process, those parties were identified as follows: 

 
• A selection of parties who had previously expressed some interest in the Bentley Field, including a significant number of 

oil majors;  
• Interested parties with experience of restructuring and insolvency processes of exploration and production companies 

operating in the North Sea and other oil sector companies;  
• Interested parties with a known interest in oil companies with significant tax losses; and 
• The potential buyer list was reviewed by the proposed liquidators.   
 

4.5. The potential buyer list included companies with large development capabilities, tax paying sector companies, large and small 
“Independents” as well as private equity backed sector companies.  In addition to contacting these parties the acquisition 
opportunity was also made available publicly. 
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4.6. The Joint Liquidators, in their capacity as the nominated liquidators, were involved in the Sales Process in a monitoring 
capacity during this period.  These steps included: 

 
• The review and challenge of the list of potentially interested parties; 
• The review of the information memorandum provided to all interested parties who signed a non-disclosure 

agreement; 
• The review of, and provision of comments in relation to, all written communications to potential purchasers; 
• The review of all offer letters received and involvement in requests for clarification (as necessary) from the potential 

purchasers; 
• The review of feedback received from potential purchasers; and 
• Attendance at management presentations to potential purchasers, to the extent practicable. 

 
4.7. Interested parties were required to submit initial offers by 2 December 2016. 

 
Steps taken by the Joint Liquidators 
 

4.8. Following their appointment, the Joint Liquidators reviewed the offers received for the Shares.  At the date of this report four 
offers have been received for the Shares.  Due to commercial sensitivity, the Joint Liquidators cannot provide full details on 
these offers, the terms and proposed transaction structures of which varied.   However, the Joint Liquidators can confirm that: 

 
• None of them would result in a return of any value to shareholders based on the values of the offers; and 
• Secured creditor consent would be required to complete a sale pursuant to any of the offers. 

 
4.9. Having reviewed the bids received and consulted with secured creditors, the Joint Liquidators can confirm that they are in 

advanced negotiations with a party to conclude a transaction (the “Transaction”).  The Transaction will not result in a return 
of any value to shareholders. 
 

4.10. However, these negotiations are not exclusive and therefore the Joint Liquidators will consider offers from any party who has 
the technical and financial ability to conclude a transaction in a short timescale.  Any party who has an interest in acquiring the 
Shares and has the funding available should immediately contact the Joint Liquidators at xcite@fticonsulting.com.  

 
Rationale for disposal in an accelerated timeframe 
 

4.11. XER remains outside of any insolvency process and continues to trade as a going concern.  However, the liquidity position of 
both XEL and XER is tight and based on the short term liquidity projections, additional funding will be required shortly.  XER is 
also continuing to incur operating liabilities as well as professional fees associated with the restructuring.  Similarly, the Joint 
Liquidators are incurring professional fees associated with the liquidation process. As such, absent a material injection of 
funding, a longer term M&A process is not a feasible option. 
 

4.12. Furthermore, from a review of feedback received from interested parties as part of the M&A process, it is the Joint 
Liquidators' view that interested parties have had sufficient time to review the opportunity.  This is particularly so given the 
significant knowledge a number of those parties had from previous (in addition to current) access to the dataroom and 
engagement with XEL in relation to potential funding opportunities. 

 
Inter-company receivable from XER 
 

4.13. As at the date of the Joint Liquidators’ appointment, the amount due to the Company from XER was approximately US$330 
million (the “Inter-company Debt”).  None of the offers received to date would result in any recovery for XEL from the 
receivable. 
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Cash at Bank 
 
4.14. As at 5 December the Company held cash balances amounting to approximately US$315,000 at Royal Bank of Scotland.  These 

funds are now under the control of the Joint Liquidators. 
 
5. Investigations 

 
5.1. The Joint Liquidators have a statutory duty to investigate the affairs of the Company and to consider whether the Company 

and/or the Joint Liquidators have claims against any party involved in the affairs of the Company. 
 

5.2. These investigations are ongoing. To the extent possible, the Joint Liquidators will provide an update when these 
investigations have been concluded.  Feedback received from stakeholders is being taken into account when conducting our 
duties as liquidators.  In the event you have information relevant to these investigations please provide this, together with 
supporting documentation, to xcite@fticonsulting.com.  

 
6. Creditors  
 

Secured Creditors 
 

6.1. As set out above, the amount due to the Bondholders at the date of the Joint Liquidators’ appointment together with all 
accrued interest thereon amounted to approximately US$152 million.  Pursuant to the Guarantee, the Debt is secured by a 
share charge over the Shares and a floating charge over the Company’s other assets.   

 
Preferential Creditors and Unsecured Creditors 
 

6.2. The Company has no preferential creditors. 
 

6.3. The statement of affairs identifies one unsecured creditor, in the amount of US$3.  The Joint Liquidators are not aware of any 
other unsecured creditors.   
 

7. Shareholders  
 

7.1. In order for XEL’s shareholders to receive a distribution from the Company, realisations from its assets and the proceeds of 
any claims must exceed US$152 million. 
 

7.2. As set out above, the Joint Liquidators are currently in advanced negotiations with a party to conclude the Transaction, which 
will not result in a return of any value to shareholders.   

 
8. Next steps 

 
8.1. The Joint Liquidators will conclude a sale of the Shares. 

 
8.2. The Joint Liquidators will continue to investigate the affairs of the Company to determine whether any recoveries can be 

made for the benefit of its stakeholders. 
 

 
Ian Morton 
Joint Liquidator 
FTI Consulting 
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Appendix 1 
 
Statutory information 

 
Company name:      Xcite Energy Limited   
 
Company number:     1376877 
 
Registered office:  c/o Jordans Trust Company (BVI) Limited 

Geneva Place, Waterfront Drive 
PO Box 3469  
Wickhams Cay I  
Road Town, Tortola 
British Virgin Islands 

 
     
Directors: 

Director Name Appointed Ceased to act 

Scott Cochlan 18 January 2008 30 June 2016 

Roger Ramshaw 30 August 2007 7 May 2014 

Henry Wilson 7 May 2014 30 June 2016 

Timothy Jones 19 March 2009 N/A 

Rupert Cole 5 July 2007 N/A 

Andrew Fairclough 3 February 2014 N/A 

Gregory Moroney 26 September  2007 30 June 2016 

Stephen Kew 5 July 2007 31 October 2016 
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Appendix 2 
 

 
 

 
 
 
 
 

Xcite Energy Limited
Statement of Affairs as at 5 December 2016

Book Value
USD

Estimated to 
Realise

USD

Assets

Assets specifically pledged

50,000 ordinary shares in Xcite Energy Resources plc 84,706 nil

Intercompany receivable from Xcite Energy Resources plc 329,649,307 nil

Total assets specifically pledged 329,734,013 nil

Assets not specifically pledged

Cash in RBS bank (in 5 currencies and converted to US$) 314,771 314,771

Petty Cash (in 3 currencies and converted to US$) 365 365

Total assets not specifically pledged 315,136 315,136

Liabilities

Preferential creditors nil nil

Estimate (deficiency)/surplus of assets available after 
payment of preferential creditors

315,136 315,136

Debts secured by a floating charge

Cash on hand balances 315,136 315,136

Estimate (deficiency)/surplus of assets available for other 
non-preferential creditors

nil nil

Other non-preferential creditors 3 3

Estimated (deficiency)/surplus as regards creditors (3) (3)

Issued and called up capital 330,127,945 330,127,945

Estimated total (deficiency)/surplus as regards members (330,127,948) (330,127,948)
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About FTI Consulting 

FTI Consulting, Inc. is a global business advisory firm dedicated to helping organisations protect and enhance enterprise value 
in an increasingly complex legal, regulatory and economic environment. FTI Consulting professionals, who are located in all 
major business centers throughout the world, work closely with clients to anticipate, illuminate and overcome complex 
business challenges in areas such as investigations, litigation, mergers and acquisitions, regulatory issues, reputation 
management and restructuring. 

www.fticonsulting.com 

©2013 FTI Consulting, Inc. All rights reserved. 

Ian Morton 
+1 284 852 9055 
Ian.Morton@fticonsulting.com 

 


