
1 

   

 

 
 

Company update 
On 20 April 2018, United conditionally raised £2.5m with which to advance the current 

phase of its high impact exploration and appraisal programme. Of these new funds, we 

anticipate that the company will utilise c.£1.1m to fund its share of 3D seismic work on the 

Walton-Morant licence in Jamaica and a further £1.0m has been earmarked to fund 

United’s share of drilling costs related to the upcoming Corallian-operated Colter 

exploration well in the UK. 

On 20 April 2018, United conditionally placed approximately 58.8 million new shares at 4.25p 

per share in order to raise gross proceeds of £2.5m. The issue of these new shares, which will 

represent 25.33% of the existing share capital, is subject to shareholder approval at a General 

Meeting being held on 10 May 2018. New Chairman, Graham Martin, who was previously an 

Executive Director of Tullow for almost 20 years and was appointed to the United board in 

February, participated in the placing, subscribing for over 1.4 million shares. 

United completed the farm-in agreement and the transfer of a 20% interest in the Walton-

Morant licence offshore Jamaica with Tullow Jamaica Limited on 1 March 2018 and followed 

this up with news that seismic acquisition on Walton-Morant had commenced in early April. 

The ‘Polarcus Adira’, vessel, which has been contracted to acquire 2,250 km
2
 of 3D seismic 

data, arrived in Jamaica’s capital, Kingston on 23 March 2018 and the data acquisition 

programme commenced on 2 April 2018. 

This programme is expected to take approximately eight weeks and will be focused on the 

high-graded Colibri prospect. In our note dated 27 November 2017, we estimated that Colibri 

could contain mean recoverable resources in excess of 200 mmbbls of oil. However, this is an 

early stage estimate and we anticipate that the results of the 3D survey will add considerable 

clarity to our nascent resource estimates. 

In the UK, United announced that it had extended its option to acquire an additional 10% 

interest in three southern UK oil and gas assets from Corallian Energy Limited on 3 April 2018. 

The original deal, which was agreed in January 2018, entitled United to a 10% interest in 

licences P1918, PEDL330 and PEDL345 in return for paying 13.33% of the costs associated 

with an exploration on the exciting Colter prospect. 

The option expired at the end of March 2018 but was renewed until the end of April. We note 

that the terms of the farm-in agreement with Corallian remain unchanged and United retains 

an option to purchase an additional 10% interest by way of paying 13.33% of the costs of a 

well on Colter. 

Corallian plans to drill an appraisal well on Colter in Q2/Q3 2018, updip of the original 

discovery well, drilled by BP in 1986, in order to assess the full potential of Colter. United has 

ascribed a conservative mean base case of approximately 19 mmbbls for Colter which we 

understand is below the operator’s estimate and a well, planned to be drilled from an offshore 

jack-up rig is expected to cost approximately US$9.4m (c.US$2.5m net to United). 

It is very important to note that United is now fully funded for its exciting exploration and 

appraisal activities in the current year. We estimate that a successful result at Colter alone 

could be worth in excess of US$40m to United on an unrisked basis, equivalent to over 8.8p 

per share (fully diluted). It is also important to note that we have not yet ascribed any 

potential upside for United’s interest in Jamaica at this stage. However, the establishment 

of early prospective resource estimates for Walton-Morant in the event that the 3D survey 

yields positive results could enable us to instigate an indicative risked valuation for the 

asset representing several multiples of the current share price.  
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Company valuation summary 

Our updated valuation assumptions based on United’s pro forma fully diluted equity, which will consist of 

almost 291.1 million shares and a further 37.2 million warrants priced at 2.5p each are outlined in the table 

below. These equity numbers assume that the company will receive shareholder approval to issue 58.8 million 

new shares at its General Meeting to be held on 10 May 2018. The company anticipates that admission of the 

new shares will take place on 11 May 2018. 

This summary currently assumes that United takes up its full 20% interest in licence P1918 (Colter) and includes 

the new funds expected to be raised from the recent placing. The company also notes that it has existing cash 

of approximately £1.2m prior to the receipt of the recent placing funds with which to fund working capital and 

general company expenses. The impact of new placing shares has diluted our per share valuation of United. 

However, this has been offset to an extent by several factors. Firstly in the UK, we have increased our valuation 

of Colter by approximately 0.6p given that we have increased our mean base case recoverable reserves 

estimate from 17.5 mmbbls to 19 mmbbls in line with the company’s conservative expectations. 

In Italy, we increased the ascribed chance of success (CoS) for the East Selva prospect from 15% to 30% to 

reflect the positive implications of the well test data from the Selva gas field. This has resulted in an increased 

indicative valuation of 0.7p, up from 0.3p prior to the Selva field well data. Our valuation of the Selva field itself 

has also edged up by 0.1p given that the higher than expected pressures encountered during testing means 

that compression facilities are unlikely to be required in the early years of production and consequently 

ongoing opex is expected to be lower for the first 5-6 years of production. 

Given the early stage nature of the Jamaican asset, we believe that ascribing a valuation to United’s interest 

would be more appropriate after the initial data from the current 3D seismic programme is known. However, 

we believe that a notional 200 mmbbls development could generate a gross unrisked NPV in excess of 

US$600m (US$120m net to United’s interest). It is important to note that indicative NPVs should not be 

examined on a standalone basis given that exploration success will de-risk future drilling significantly and has 

the potential to open up a new multi-billion barrel offshore play in Jamaica.  

The Sterling valuation of United is based on the current US Dollar/Sterling exchange rate of approximately 

US$1.40: £1.00. Considerable additional detail regarding those assets outlined in this report and those not 

discussed directly in this note can be accessed in previous research notes dated 30 May 2017 (initiation 

research), 27 November 2017 (Jamaica), 17 January 2018 (Colter) and 24 January 2018 (Acle).  

 

United Oil & Gas valuation summary 

 Valuation Valuation Undiluted Diluted 

Item Country Status US$m £m p p 

PL090 (Waddock Cross field) UK Appraisal/Development 3.5 2.5 0.9 0.8 

PL090 (Broadmayne prospect) UK Exploration 3.4 2.4 0.8 0.7 

Podere Gallina (Selva field) Italy Development  6.5 4.7 1.6 1.4 

Podere Gallina (East Selva) Italy Exploration 3.2 2.3 0.8 0.7 

P1918 (Colter) UK Appraisal 26.2 18.8 6.5 5.7 

P2264 (Acle) UK Exploration 13.3 9.5 3.3 2.9 

Walton-Morant licence Jamaica Exploration 0.0 0.0 0.0 0.0 

Overheads Corporate -0.5 -0.4 -0.1 -0.1 

Cash (debt) Corporate 5.2 3.7 1.3 1.1 

Warrants Corporate 0.9 0.6 0.0 0.2 

Total 61.7 44.2 15.0 13.5 

Source: Optiva Securities estimates *Provisionally includes Acle assuming that the option to farm-in is exercised 
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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 
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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 
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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 
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