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6 December 2016 
 
 
To all known shareholders 
 
 
Dear Sir / Madam 
 
Xcite Energy Limited – in liquidation (“XEL”) 
 
I advise that Chad Griffin of FTI Consulting LLP and I were appointed Joint Liquidators (the “Joint 
Liquidators”) of Xcite Energy Limited on 5 December 2016 by Order of the Eastern Caribbean Supreme 
Court in the High Court of Justice British Virgin Islands (the “Court”) pursuant to Section 159(1) of the 
Insolvency Act, 2003. 
 
Background to the liquidation 
 
In June 2014, Xcite Energy Resources plc (“XER”), the wholly owned subsidiary of XEL 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 submit the Bentley field development plan.  XER’s 
obligations under the Bonds were guaranteed by XEL (the “Guarantee”).  The Bonds had a maturity date 
of 30 June 2016, but this was later extended to 31 October 2016. 
 
At the time the Bonds were issued, XER and XEL (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 repay 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 proposed restructuring was not capable of being implemented in a manner 
acceptable to the Bondholders. 
 
The Bonds matured in full on 31 October 2016.  At that date, the outstanding principal amount of the 
Bonds, together with all interest accrued thereon amounted to approximately US$152m (the “Debt”). 
 
On 1 November 2016 the Bond Trustee made demand on XEL, pursuant to the Guarantee, to repay the 
Debt in full (the “Demand”).  XEL subsequently confirmed that it could not repay the Debt claimed in the 
Demand. 
 
 



 
 
 

 

On 1 November 2016, the Bond Trustee applied (the “Application”) to the Court to place XER into 
liquidation on the basis that it could not pay its debts as they fell due and it is therefore insolvent or 
alternatively that the value of XEL’s liabilities exceed its assets and it is therefore insolvent.   
 
The application was heard on 5 December 2016 and by Order of the Court, Chad Griffin and I were 
appointed Joint Liquidators of XEL. 
 
Steps taken by the directors of XEL ("Directors") prior to the liquidation 
 
XEL’s material assets, are the licences XER holds in four blocks in the UK North Sea (the “Licences”), the 
most significant of which is the Bentley field licence (the “Bentley Licence”).  
 
Based upon current forecasts, the funding available to XER will be exhausted during January 2017.  If this 
occurs, XER will cease to operate and the Licences will likely be revoked resulting in little or no value 
being available to XEL’s stakeholders. 

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 sale of the shares XEL holds in XER (the 
“Shares”).  The Joint Liquidators, in their capacity as liquidators in waiting, have been monitoring the 
Sales Process.   

Interested parties were required to submit initial offers by 2 December 2016.  The Joint Liquidators will 
review bids received and determine the most appropriate course of action following that review. 

Conduct of the liquidation 

The Joint Liquidators of XEL are officers of the Court and their principal duties are to take possession of, 
protect and realise the assets of XEL, being XEL's interests in XER, for the maximum value reasonably 
attainable on a disposal of the assets.   
 
The Joint Liquidators are currently reviewing the results of the Sales Process and are considering what 
actions they need to take to fulfil those duties.   
 
Communication with shareholders 
 
The Joint Liquidators have a limited statutory requirement to provide information to shareholders, 
however they wish to keep all shareholders reasonably appraised of the progress of the liquidation and 
will therefore provide updates to the shareholders as the liquidation progresses.  These updates will be 



 
 
 

 

uploaded to an information portal which can be found at http://www.fticonsulting-emea.com/cip (the 
“Portal”).  In the interest of costs however, the Joint Liquidators will not be able to answer individual 
shareholder queries. 
 
Attached to this letter are answers to a number of initial questions we consider shareholders may have.  
Further information and additions/amendments to the frequently asked questions will be uploaded to 
the Portal at such times as the Joint Liquidators consider it is appropriate to do so. 
 
For commercial reasons, the Joint Liquidators will not be able to provide any detail surrounding the sale 
of XEL’s assets until such time as a transaction has concluded.  Following the conclusion of a transaction 
the Joint Liquidators will, subject to confidentiality and commercial sensitivity, issue a report providing 
details of the sales process including the steps taken to market the assets, the offers received and an 
explanation of why the sale was undertaken.  It should be noted that, in the interests of transparency, 
the Joint Liquidators intend to provide the same level of disclosure as would be required under an 
insolvency process in the United Kingdom. 
 
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 
 
 
 
 
 
 
 
 
 

http://www.fticonsulting-emea.com/cip


 
 
 

 

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 6 December 2016. 
 
1. What happened to the restructuring negotiations with the principal bondholders? 

Despite extensive negotiations with the Bondholders, on 25 October 2016 XEL was advised by the 
Bondholders that the proposed restructuring of XEL which had been under discussion was not capable 
of being implemented in a manner acceptable to them. 

 

2. Why have the bondholders taken enforcement action against XEL and not Xcite Energy Resources 
plc ("XER")? 
 

Whilst XER issued the Bonds, its obligations under the Bonds were guaranteed by XEL (the "Guarantee").  
Pursuant to the terms of the Guarantee, XEL provided security to the Bond Trustee over inter alia its 
shares in XER. 
 
XEL's and XER's material assets are the licences held by XER.  In the event that XER becomes subject to 
an insolvency process those Licenses may be revoked resulting in little or no value being available to 
XEL’s stakeholders. 
 
In view of this, following maturity of the Bonds on 31 October 2016, the principal bondholders elected 
not to enforce their security over XER and instead instructed the Bond Trustee to demand repayment of 
the Bonds from XEL under the Guarantee.  Following XEL's confirmation that it was unable to make that 
repayment, the Bond Trustee was instructed to apply to court in the British Virgin Islands ("BVI") for an 
order that XEL be placed into liquidation. This is legally permissible under the terms of the bond 
agreement. 
 
The principal bondholders have however reserved their rights to instruct the Bond Trustee to enforce 
the security granted by XER in favour of the Bond Trustee in the future if necessary.  

 
 
 
 
 
 
 
 



 
 
 

 

3. Why has XEL been placed into liquidation in the BVI? 

XEL is incorporated in the BVI and therefore the BVI is the natural jurisdiction in which it should be 
liquidated. 
 
The Bondholders are entitled to choose the method of enforcement of their security, they have chosen 
to instruct the Bond Trustee to petition for the appointment of liquidators in the BVI.   
 
The BVI has a sophisticated, Commercial Court and is well versed in dealing with complex and high value 
insolvency matters.  Liquidators are officers of that Court and regulated by the Financial Services 
Commission. 
 
As XEL is registered in the BVI, an administration in England is not an option and it is appropriate for it to 
be liquidated pursuant to the laws of the BVI.   
 
4. What is the role and duties of the Joint Liquidators? 

The Joint Liquidators are officers of the BVI Court.  Their principal duties are to act in the best interests 
of creditors, to take possession of, protect and realise the assets of XEL for the maximum value 
reasonably attainable. 

 
5. What steps will the Joint Liquidators take to maximise the value of XEL’s assets? 

Prior to the Joint Liquidators’ appointment, the directors of XEL undertook a marketing process with 
respect to XEL’s assets.  The Joint Liquidators, in their capacity as the nominated liquidators supported 
and validated this marketing process.  The Joint Liquidators will now review the bids received and 
determine the appropriate course of action following that review. 
 
6. Why were XEL’s management undertaking the M&A process? 

It was agreed by all the key parties, including the nominated Liquidators, that management with their 
significant knowledge of the current market and potential financial partners were best placed to market 
XEL’s assets and that the engagement of a M&A advisor in the current environment, and given the 
limited timeframe available for the M&A process due to the limited liquidity, would not add any 
significant benefits to the process. 
 
 
 
 
 



 
 
 

 

7. Can you confirm a data room is available to interested parties? 

Yes. 
 
A data room is available to parties who can demonstrate their technical and financial capacity to 
conclude a transaction.  Entry by qualified parties will be subject to a non-disclosure agreement. 
 
8. Can interested parties still submit offers for XEL’s assets? 

Yes.   
 
Any party who has an interest in acquiring XEL's shares in XER should immediately contact the Joint 
Liquidators at xcite@fticonsulting.com.  However parties should note that the process is being 
undertaken by necessity in a compressed timeframe due to the Group’s liquidity position. 
 
9. What information will be provided to shareholders relating to the sale of XEL’s assets? 

For commercial reasons the Joint Liquidators will not be able to provide any detail surrounding the sale 
of XEL’s assets until such time as a successful transaction has concluded.   
 
Following the conclusion of a successful transaction the Joint Liquidators will, subject to confidentiality 
and commercial sensitivity, issue a report providing detail on the sales process including the steps taken 
to market the assets, the offers received and an explanation of why the sale was undertaken.  It should 
be noted that the Joint Liquidators are not under any obligation to provide this information to 
shareholders, but they consider that it is in accordance with UK best practice to do so. 
 
10. What information will be provided to shareholders relating to the liquidation process? 

The Joint Liquidators have a limited statutory requirement to provide information to shareholders in 
relation to the liquidation of XEL.  The Joint Liquidators do however wish to keep all shareholders 
reasonably appraised of the progress of the liquidation and will accordingly provide updates to the 
shareholders as the liquidation progresses.  Updates will be posted to http://www.fticonsulting-
emea.com/cip.  
 
The Joint Liquidators will not be able to respond to individual shareholder queries although these FAQs 
will be updated as appropriate. 
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11. Will the Joint Liquidators be investigating the affairs of XEL? 

The Joint Liquidators have a statutory duty to investigate the affairs of XEL.  Specifically they need to 
consider whether: 
 

i. Further investigations are necessary with respect to any matter relating to the promotion, 
formation or insolvency of XEL; 

ii. Further investigations are necessary with respect to the conduct of the business or affairs of the 
company; and 

iii. Any claims exist under the malpractice provisions of the Insolvency Act, 2003 (the "Act") 
namely:  

a. whether any officers/directors of XEL have misapplied, retained, become accountable 
for any money/other assets of XEL; or 

b. whether any officers/directors of XEL have been guilty of any misfeasance, breach of 
fiduciary or other duty in relation to XEL; 

c. whether any of the business has been carried on with the intent to defraud creditors/for 
any fraudulent purpose; and 

d. whether XEL has been traded whilst insolvent / whilst it had no reasonable prospect of 
avoiding going into insolvent liquidation. 

The Joint Liquidators are undertaking their preliminary investigations into these matters.  In the event 
you have information relevant to the investigations please provide this, together with supporting 
documentation, to xcite@fticonsulting.com. 
 
12. Will shareholders receive a return from XEL? 

In order for XEL's shareholders to receive a distribution from the disposal of XEL’s assets, that sale must 
realise in excess of all secured and unsecured creditor claims.  At this stage, those claims are estimated 
to be US$152m. 
 
At this time the Joint Liquidators are unable to provide an indication as to whether any return will be 
made to shareholders, further information will be provided in due course. 
 
13. What rights do shareholders have if they are dissatisfied with the conduct of the liquidation? 

There are certain remedies and protections available to creditors and shareholders under the Act.  
Shareholders should seek advice from specialist BVI legal counsel in that regard. 


