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14 December 2016 
 
 
To all known shareholders 
 
 
Dear Sir / Madam 
 
Xcite Energy Limited – in liquidation (“XEL”) 
 
The purpose of this letter is to provide an update on the conduct of the liquidation following the Joint 
Liquidators’ letter of 6 December 2016 which can be found at http://www.fticonsulting-
emea.com/~/media/Files/emea--files/creditors-portal/cip-emea-public/xcite/xcite-letter-shareholder-6-
dec-2016.pdf.  
 
The 6 December letter included answers to a number of initial questions we considered shareholders 
may have.  Attached to this letter are answers to additional questions which shareholders have raised to 
date. 
 
Steps taken by the directors of XEL prior to the liquidation 
 
As stated in the 6 December letter, prior to the appointment of the Joint Liquidators, the directors of 
XEL (the “Directors”) determined that it was appropriate to commence a marketing process (the “Sales 
Process”) for the sale of the shares (the “Shares”) XEL holds in Xcite Energy Resources plc (“XER”).  The 
Joint Liquidators, in their capacity as the nominated liquidators supported and validated this marketing 
process.  Further detail is provided below on the steps taken. 
 
It is important to highlight that prior to commencing the Sales Process the Directors had, for a number 
of years, pursued a series of processes and strategies to attract an investment partner for XER’s main 
asset, the Bentley field. Since 2013, the Directors had been in contact with over 80 parties, of which 
sixteen have been or are currently engaged in diligence, including through access to a dataroom, that 
contained a significant amount of information to enable a detailed technical, commercial and sub-
surface due diligence to be undertaken. 
 
 
 
 
 

http://www.fticonsulting-emea.com/~/media/Files/emea--files/creditors-portal/cip-emea-public/xcite/xcite-letter-shareholder-6-dec-2016.pdf
http://www.fticonsulting-emea.com/~/media/Files/emea--files/creditors-portal/cip-emea-public/xcite/xcite-letter-shareholder-6-dec-2016.pdf
http://www.fticonsulting-emea.com/~/media/Files/emea--files/creditors-portal/cip-emea-public/xcite/xcite-letter-shareholder-6-dec-2016.pdf


 
p. 2 of 5 
 
 

 

In terms of running the M&A process, the situation was unusual due to the limited timeframe (see 
below) and fact that an application had been filed in the Eastern Caribbean Supreme Court in the British 
Virgin Islands (the "BVI Court") seeking an order that XEL be placed into liquidation.  Discussions were 
however held with a number of potential M&A advisers whose feedback was broadly similar: XEL's 
shares in XER are a challenging asset to sell given the current market conditions and the scale of 
investment needed for the development.  Ultimately, a number of M&A advisers did not feel that they 
could add value in a sales process and declined the opportunity to work with XEL on the M&A process.   
 
In view of this, it was determined that management, with its significant knowledge of the asset and 
potential financial partners, were well placed to market XEL’s assets and would proceed with an M&A 
process under the oversight of the proposed liquidators.  The proposed liquidators agreed this was a 
sensible approach in the circumstances. 
 
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.   

 
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. 
 
Due to commercial sensitivity, the Joint Liquidators can only provide details of the outcome of the M&A 
process following the execution of a transaction.  At the current time, the Joint Liquidators are reviewing 
bids and clarifying a number of queries arising therefrom.  As stated in a recent release, the Joint 
Liquidators have not yet committed to any transaction, and there remains an opportunity for all credible 
interested parties to make an offer for XEL's shares in XER. 
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Steps taken by the Joint Liquidators  
 
As noted above, the Joint Liquidators, in their capacity as the nominated liquidators, were involved in 
the Sales Process in a monitoring capacity prior to their formal appointment.  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 clarifications (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. 

 
Rationale for a Disposal in an Accelerated Timeframe 
 
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 in January 2017.  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. 
 
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. 
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In the event shareholders have questions in relation to the liquidation process these should be 
submitted by email to xcite@fticonsulting.com. 
 
Yours faithfully 
For and on behalf of XEL 

 
Ian Morton 
Joint Liquidator 
 
Enc: Information for stakeholders 
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Xcite Energy Limited ("XEL") – in liquidation  

Information for shareholders 

 
Unless otherwise stated the definitions used in this document are the same as those in the Joint 
Liquidators letter to shareholders dated 13 December 2016. 
 
1. Can existing shareholders of XEL transfer their shares to other parties? 

Yes, but subject to the below point. 
 
With effect from the commencement of the liquidation, Section 175 of the BVI Insolvency Act, 2003 (the 
“Act”) prohibits the transfer of any shares in XEL unless the BVI Court otherwise orders.  Therefore if any 
shareholder wishes to transfer their shares they will first need to obtain an order from the BVI Court. 
 
2. Can depository interest holders withdraw their interest onto XEL’s register of members? 

Yes, but subject to the below point. 
 
With effect from the commencement of the liquidation, Section 175 of the Act prohibits the transfer of 
any shares in XEL unless the BVI Court otherwise orders.  Therefore if any shareholder wishes to convert 
their depository interest to shares in XEL will first need to obtain an order from the BVI Court. 

 

3. Do shareholders of XEL rank as creditors of XEL? 

No, shareholders are not creditors of XEL. 
 
Pursuant to the Act any surplus assets remaining after the costs of the liquidation have been paid and 
the claims of XEL’s creditors have been settled in full shall be distributed to the shareholders of XEL. 

 

 


