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Award of UKCS Blocks 

The UK Oil and Gas Authority (OGA) has awarded United a 95% interest in UKCS Licence 

P2366 in the Central North Sea which contains blocks 15/18d and 15/19b. These licences 

contain multiple hydrocarbon targets. However, of primary interest is the Crown oil 

discovery which could contain recoverable reserves of up to 16.0 mmbbls of oil. The licence 

term for P2366 commences on 1 October 2018 and the company is now poised to 

commence discussions with potential farm-in partners in order to expedite the future 

development of the asset. 

These blocks, which cover an area of approximately 13.6 km
2
, contain several interesting oil 

and gas targets of which the most exciting is the Palaeocene Crown oil discovery on Block 

15/19b. The Crown discovery was made by well 15/19-9 drilled by ConocoPhillips in 1998 and 

United’s internal estimates suggest a range of recoverable volumes for Crown of 4-16 

mmbbls with a mid-case estimate of approximately 9.0 mmbbls. United’s blocks are located 

close to the Piper, MaCulloch and Dumbarton/Donan oil fields. 

We understand that there were a number of competing bids for the acreage. However, 

United was awarded the blocks on the basis of a work programme focused on seismic 

reprocessing in order to reduce the uncertainty of the estimated oil volumes and also to 

optimise the location of a future development well. We estimate that the initial costs for this 

work will be modest for United and unlikely to exceed £150,000. 

We believe that Crown would have been considered too small for development upon 

discovery However, with significant advances in technology since 1998, we believe that 

Crown could be suitable for a single horizontal well development and a subsea completion 

tied back to an existing platform, the closest of which is located less than 12km away. 

With the confirmation of the award of the licence to United, it is possible to ascribe a 

preliminary valuation to the Crown discovery. Using a conservative oil price assumption of 

$65/bbl over the life of a 9.0 mmbbls development as described above, we arrive at net 

valuation of $80.9m for United’s 95% interest. We expect that United will ultimately hold a 

smaller equity interest which could still be subject to a funding requirement in the event of a 

partial carry. However, for the purposes of illustrative value we have assumed that United 

will retain a 20% carried interest which represents 3.7p per share on a fully diluted basis; a 

very sizable asset to the company. 

In our previous note dated 24 May 2018, we highlighted the inclusion of an initial indicative 

valuation for United’s 20% interest in the Walton-Morant licence in Jamaica within our core 

valuation. We note that the operator Tullow has now delivered fast track 3D seismic data 

following the 2,250 km
2
 survey over the licence and the high graded Colibri exploration target 

(200 mmbbls+) is clearly identified on the dataset. This survey is the first to be acquired in 

Jamaica and constitutes an early stage of the programme to de-risk this potentially multi-

billion frontier hydrocarbon play. 

With the inclusion of our estimated value of a 20% carried in Crown, we have increased our 

core valuation for United’s shares from 15.7p to 17.1p on a fully diluted basis. This uplift 

also incorporates the impact of a significantly weaker Sterling/US dollar exchange rate 

since May which has provided a supplemental boost to our target price. At this pre-farm 

out discussion stage, we reserve the right to adjust our valuation of United’s interest in 

P2366 upon the completion of a farm-in agreement.   
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Appendix – Valuation summary 

Outlined in the table below is our sum of the parts valuation for United Oil & Gas. Our updated valuation 

assumptions are based on United’s fully diluted equity which consists of almost 291.1 million shares and a 

further 48.1 million warrants at various levels from 1.43p to 4.25p. Our valuations have been generated in US 

dollars and converted into a Sterling equivalent at the current exchange rate of approximately US$1.29: £1.00. 

This summary is particularly conservative as we have assumed that United will be participating in the upcoming 

Colter well on licence P1918 in Q4 2018 with a 10% equity interest at this stage. Our valuation also assumes that 

United will exercise its option to farm into UKCS licence P2264 which contains the exciting Acle prospect. 

 

United Oil & Gas valuation summary 

Valuation Undiluted Diluted 

Item Country Status £m p p 

PL090 (Waddock Cross field) UK Appraisal/Development 2.7 0.9 0.8 

PL090 (Broadmayne prospect) UK Exploration 2.6 0.9 0.8 

Podere Gallina (Selva field) Italy Development  5.7 2.0 1.7 

Podere Gallina (East Selva) Italy Exploration 2.8 1.0 0.8 

P1918 (Colter) UK Appraisal 10.2 3.5 3.0 

P2264 (Acle) UK Exploration 10.3 3.5 3.0 

Walton-Morant licence Jamaica Exploration 8.2 2.8 2.4 

P2366 (Crown) UK Appraisal 12.6 4.3 3.7 

Overheads Corporate -0.6 -0.2 -0.2 

Cash (debt) Corporate 3.2 0.9 0.7 

Warrants Corporate 1.1 0.0 0.3 

Total 58.1 19.6 17.1 

Source: Optiva estimates 
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THIS DOCUMENT IS NOT FOR DISTRIBUTION INTO THE UNITED STATES, JAPAN, CANADA OR AUSTRALIA 

General disclaimers 

OSL’s investment research products are paid for by corporate clients as part of their retainer fee. As such, this document falls under Article 12 3 

(b) of the European Commission’s Delegated Directive of 7 April 2016 and it qualifies as an ‘acceptable minor non-monetary benefit’ and does 

not qualify as ‘chargeable research’. OSL are therefore able to send this document to investors without the requirement for any compensation 

to be paid to OSL from the recipients – it is ‘freely available’. 

This is a marketing communication under the rules of the Financial Conduct Authority (“FCA”). It has not been prepared in accordance with legal 

requirements designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the 

dissemination of investment research. 

This document, which presents the Optiva Securities Limited (“OSL”) research department’s view, cannot be regarded as “investment research” 

in accordance with the FCA definition. The contents are based upon sources of information believed to be reliable but no warranty or 

representation, expressed or implied, is given as to their accuracy or completeness. Any opinion reflects OSL’s judgement at the date of 

publication and neither OSL, nor any of its affiliated or associated companies, nor any of their directors or employees accepts any responsibility 

in respect of the information or recommendations contained herein which, moreover, are subject to change without notice.  OSL accepts no 

liability whatsoever (in negligence or otherwise) for any loss howsoever arising from any use of this document or its contents or otherwise 

arising in connection with this document (except in respect of wilful default and to the extent that any such liability cannot be excluded by the 

applicable law). 

The document is confidential and is being supplied solely for your information.  It must not be copied or re-distributed to another person / 

organisation without OSL’s prior written consent. 

This is not a personal recommendation, offer, or a solicitation, to buy or sell any investment referred to in this document. The material is general 

information intended for recipients who understand the risks associated with investment. It does not take account of whether an investment, 

course of action, or associated risks are suitable for the recipient. 

OSL manages its conflicts in accordance with its conflict management policy. For example, OSL may provide services (including corporate finance 

advice) where the flow of information is restricted by a Chinese wall. Accordingly, information may be available to OSL that is not reflected in 

this document. OSL and its affiliated or associated companies may have acted upon or used research recommendations before they have been 

published. 

This document is approved and issued by OSL for publication only to UK persons who are authorised persons under the Financial Services and 

Markets Act 2000 and to professional clients, as defined by Directive 2004/39/EC as set out in the rules of the Financial Conduct Authority. Retail 

clients (as defined by rules of the FCA) must not rely on this document.  

Specific disclaimers 

OSL acts as broker to United Oil & Gas (“UOG”). OSL’s private and institutional clients hold shares in UOG.  

This document has been produced by OSL independently of UOG. Opinions and estimates in this document are entirely those of OSL as part of 

its internal research activity. OSL has no authority whatsoever to make any representation or warranty on behalf of UOG. 

NEITHER THIS DOCUMENT NOR ANY COPY OF IT MAY BE TAKEN OR TRANSMITTED INTO THE UNITED STATES OF AMERICA, OR DISTRIBUTED, 

DIRECTLY OR INDIRECTLY, IN THE UNITED STATES OF AMERICA OR TO ANY US PERSON AS DEFINED IN REGULATION S UNDER THE UNITED 

STATES SECURITIES ACT OF 1933. ANY FAILURE TO COMPLY WITH THIS RESTRICTION MAY CONSTITUTE A VIOLATION OF UNITED STATES 

SECURITIES LAWS. 

NEITHER THIS DOCUMENT NOR ANY COPY OF IT MAY BE TAKEN OR TRANSMITTED INTO CANADA OR DISTRIBUTED IN CANADA OR TO ANY 

INDIVIDUAL OUTSIDE CANADA WHO IS A RESIDENT OF CANADA, EXCEPT IN COMPLIANCE WITH APPLICABLE CANADIAN SECURITIES LAWS. 

NEITHER THIS DOCUMENT NOR ANY COPY OF IT MAY BE TAKEN OR TRANSMITTED INTO AUSTRALIA OR DISTRIBUTED IN AUSTRALIA OR TO ANY 

RESIDENT THEREOF EXCEPT IN COMPLIANCE WITH APPLICABLE AUSTRALIAN SECURITIES LAWS. ANY FAILURE TO COMPLY WITH THIS 

RESTRICTION MAY CONSTITUTE A VIOLATION OF AUSTRALIAN SECURITIES LAWS. 

NEITHER THIS DOCUMENT NOR ANY COPY OF IT MAY BE TAKEN OR TRANSMITTED INTO OR DISTRIBUTED INTO JAPAN OR TO ANY RESIDENT 

THEREOF FOR THE PURPOSE OF SOLICITATION OR SUBSCRIPTION OR OFFER FOR SALE OF ANY SECURITIES. ANY FAILURE TO COMPLY WITH THIS 

RESTRICTION MAY CONSTITUTE A VIOLATION OF JAPANESE SECURITIES LAWS. 

NEITHER THIS REPORT NOR ANY COPY HEREOF MAY BE DISTRIBUTED IN ANY JURISDICTION OUTSIDE THE UK WHERE ITS DISTRIBUTION MAY BE 

RESTRICTED BY LAW. PERSONS WHO RECEIVE THIS REPORT SHOULD MAKE THEMSELVES AWARE OF AND ADHERE TO ANY SUCH RESTRICTIONS. 

Copyright © 2018 Optiva Securities Limited, all rights reserved. Additional information is available upon request. 
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