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Cadogan Petroleum plc is  
an independent oil and gas 
exploration, development  
and production company with 
onshore gas, condensate and  
oil assets in Ukraine.

Developments in 2008
Raised £145.0 million net proceeds from initial public >>
offering in June 2008 and £26.4 million of private 
funds from January to May 2008

Net cash and cash equivalents at year end of  >>
£72.0 million (2007: £14.0 million)

Total capital expenditure of £73.2 million during >>
2008 (2007: £36.7 million)

Carried out intensive development programme >>
focused on the Group’s major fields and reached 
target depth on two wells in the east and now 
testing and evaluating data

Total proved, plus probable reserves base of  >>
83.0 mmboe (2007: 80.4 mmboe) 

Continued vigorous defence of Pirkovskoe and >>
Zagoryanska licences and signed significant 
co-operation agreement with the Ministry for 
Environmental Protection of Ukraine

Post year end events
Appointed Ian Baron as Interim Chief Executive >>
Officer and launched full strategic and  
operational review

Currently testing and evaluating data across all fields >>
with revised programme and recommendations 
expected by the end of the second quarter or early 
in the third quarter of 2009 

Maintained cost controls to sustain liquidity position>>

Extended Zagoryanska licence to 2014 and  >>
will continue to seek satisfactory resolution to  
licence issues
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Revision of  
Annual Financial Report 2008

These Revised Financial Statements replace the original financial 
statements for the year ended 31 December 2008 which were 
approved by the Board on 20 April 2009 and subsequently 
withdrawn on 26 June 2009. They are now the statutory financial 
statements of the Company for that financial year. In accordance 
with the Companies Act 1985, the Financial Statements, the 
Directors’ Report and the Directors’ Remuneration Report have 
been revised as at the date of the original financial statements 
and not as at the date of this revision. Accordingly they do not 
deal with events between those dates.1 

For an update on the Group’s activities shareholders should refer 
to the Half Yearly Report issued on 27 August 2009.

As advised to shareholders on 18 June 2009 following an internal 
investigation into alleged procurement irregularities within the 
Group, the Board has to date identified certain payments that 
were inappropriately capitalised in the Company’s Consolidated 
Financial Statements for the years ended 31 December 2006, 
2007 and 2008. Consequently, an adjustment for these 
payments has been made, reducing exploration and evaluation 
(‘E&E’) assets by £4.3 million and property, plant and equipment 
(‘PP&E’) by £0.6 million with a corresponding decrease in equity 
as at 31 December 2008 of £4.9 million of which £3.9 million 
relates to the restatement of comparatives (see note 7 of the 
Revised Consolidated Financial Statements).

In addition, the Board became aware that a former Director,  
Vasyl Vivcharyk, in addition to contractual salary payments  
made under a service agreement with the Company, entered  
into various employment contracts with subsidiary companies  
in the Group. Payments received under these contracts totalling 
£102,428 (2007: £70,984) have been disclosed in the Revised 
Directors’ Remuneration Report on page 31 having not  
previously been disclosed. 

Shareholders’ attention is also drawn to the Fundamental 
Uncertainty statement contained in note 3(b) to the Revised 
Consolidated Financial Statements. Based on the pervasiveness 
of the uncertainties relating to the effects of alleged procurement 
irregularities within the Group, the ongoing litigation in the High 
Court of London, the ongoing internal investigation as well as  
any potential adjustment to the carrying value of the Group’s  
oil and gas assets as at 31 December 2008 as a result of the  
new Competent Person’s Report (‘CPR’), intended to be 
commissioned for the Annual Financial Report 2009, there can 
be no certainty that further irregularities may not be identified that 
could impact the accounting treatment and disclosure applied for 
the years ended 31 December 2006, 2007 and 2008. While there 
are still uncertainties regarding the recognition, measurement 
and presentation of some of the Group’s assets and expenditure, 
the Board is still able to assess its cash position and manage 
effectively the Group’s financial position. 

As a result of these omissions and errors the original financial 
statements did not comply with the Companies Act 1985. 
Shareholders should note that the changes made to the Annual 
Financial Report 2008 relate only to the matters described above, 
with the exception of certain footnotes which highlight changes 
within the Board of Directors since the date of the original 
financial statements. The remainder of Revised Annual Financial 
Report is therefore in line with the information contained in the 
document approved by the Board on 20 April 2009.

The Act requires that where revised financial statements are 
issued, a revised Auditors’ Report is issued and this is attached.

 
1 	�Under section 245 of the Companies Act 1985 the Directors have authority to revise 

Annual Financial Statements, the Directors’ Report or Directors’ Remuneration  
Report if they do not comply with the Companies Act 1985. The revised financial 
statements or report must be amended in accordance with the Companies (Revision  
of Defective Accounts and Report) Regulations 1990 and in accordance therewith do 
not take account of events which have taken place after the date on which the original 
financial statements were approved. The Regulations require that the revised financial 
statements show a true and fair view as if they were prepared and approved by the 
Directors as at the date of the original financial statements.
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Group 
Overview

Poland

Slovak 
Republic

Romania

Hungary

Moldova

Ukraine gas network input

Ukraine gas network output

Licence area

Gas pipeline

Minor fields
Carpathian basin

Ukraine

The Group’s assets are located  
in two of the three proven 
hydrocarbon basins in Ukraine, 
the Dnieper-Donets basin and  
the Carpathian basin.

Our Operations

Borynya and Bitlya fields

The Bitlyanska exploration and 
development licence covers an area  
of 390 square kilometres, tectonically 
belonging to the Krosno zone of the 
folded Carpathians and includes the 

Bitlya, Borynya and Vovchenska fields. 
The Bitlya and Borynya fields are 
approximately 10 kilometres apart  
and both fields are close to the 
UkrTransGas pipeline at Turka.

Pokrovskoe field

The Pokrovskoe licence area  
covers 49.5 square kilometres and  
is located in the Dnieper-Donets 
basin. The Pokrovskoe field is 
approximately 10 kilometres from  
the UkrTransGas system. 

Zagoryanska field

The Zagoryanska licence is adjacent 
to the Pirkovskoe licence and covers 
an area of 49.6 square kilometres. 
Four wells have been drilled to date 
in the field. The previous wells in the 
field have encountered gas in the 
upper and lower Visean and 
Tournaisian reservoirs and in one 
well, hydrocarbons have been 
encountered in the Devonian reservoir. 
Reservoir depths vary from 4,500 to 
5,500 metres. 

Pirkovskoe field 

Pirkovskoe is located in the faulted 
transgression zone that forms the 
northern shoulder of the Dnieper-
Donets graben. The exploration and 
appraisal licence covers 71.6 square 
kilometres and holds 82.4 mmboe of 
proved and probable reserves. 
Cadogan owns the Kraznozayarska 
gas treatment plant, on the Pirkovskoe 
licence area, which is connected to 
the UkrTransGas system.

Minor fields

In western Ukraine, Cadogan  
owns exploration, development  
and production licences either 
directly or through subsidiaries  
or joint ventures. The Minor Fields  
in western Ukraine include the only 
four fields currently in commercial 
production (Monastyretske, 
Debeslavetska, Cheremkhivskoe  
and Slobodo-Rungerske).

Bitlyanska – 	Bitlya and
		  Borynya fieldsCarpathian basin
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Russia

Belarus

Ukraine

Romania

Moldova

*
Corporate Headquarters

Kiev

Zagoryanska field
Dnieper-Donets basin

Pokrovskoe field
Dnieper-Donets basin

Pirkovskoe field
Dnieper-Donets basin
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Revised Chairman’s  
Statement

The second quarter of 2008 closed with the Company’s initial 
public offering (‘IPO’) which was intended to allow the Group to 
develop the licence areas it had previously acquired in Ukraine. 
Unfortunately this aim was significantly impacted by the well 
documented challenges to two of the Group’s licences and 
certain operational difficulties. The latter, in particular, required 
the Group to modify its work programmes and to defer bringing 
key fields on stream, causing delays to revenues originally 
anticipated at the time of the IPO. 

In March 2009 the Board appointed Ian Baron as Interim Chief 
Executive Officer to undertake both a detailed review of the 
operations and an evaluation of the exploration potential and 
commercial viability of the Group’s assets. The Board anticipates 
that this review will take approximately three months, during 
which time both capital expenditure and operating expenses will 
be limited to certain testing and evaluation activities. Please refer 
to note 3(b) of the Revised Consolidated Financial Statements for 
an overview of the fundamental uncertainties affecting the 
Revised Consolidated Financial Statements.  

Ian Baron, who is a former non-executive Director of the 
Company, has over 30 years’ international upstream oil and gas 
experience. He has worked in several countries in the former 
Soviet Union and the Board considers him to be well qualified  
to evaluate the options available to the Group. 

Operations summary 
The Group’s asset portfolio consists of acquired interests in  
11 licence areas covering 14 fields in Ukraine. 

Testing of the wells in the Poltava region in eastern Ukraine has 
provided a significant volume of data and operations on several 
wells are now at a stage where they can be temporarily 
suspended to allow evaluation of this information. Contingent  
on results from this analysis, a decision will be taken as to both 
the commercial viability of the oil and gas zones tested and the 
possible development alternatives. While this evaluation is under 
way, drilling operations will continue only on Borynya #3 in 
western Ukraine, where we recently saw encouraging test results 
in a secondary target above the main objective. Drilling of 
Borynya #3 will require the use of only one rig and will significantly 
reduce the Group’s capital commitments. 

Political and licence issues 
During 2008 the Group was faced with indirect challenges to the 
Zagoryanska and Pirkovskoe licences. The Group immediately 
embarked on an extensive programme of court hearings and 
political lobbying to protect its interests. Despite a number of 
successful court hearings, in February 2009 the High 
Administrative Court of Ukraine ruled in favour of the original 
challenge to the Pirkovskoe licence. The Group has lodged a 
further appeal in the Supreme Court of Ukraine, the highest 
judicial body in the Country. 

In support of Cadogan’s position, on 30 March 2009, the General 
Prosecutor’s Office of Ukraine submitted a case to the Supreme 
Court of Ukraine arguing that the High Administrative Court had 
been mistaken in reaching its decision and that the ruling should 
be declared invalid. The Directors believe that, notwithstanding 
the uncertainties described above, the validity of the Group’s 
licences are expected to be reconfirmed.

On 7 October 2008 Cadogan entered into a co-operation 
agreement with the Ministry for Environmental Protection of 
Ukraine, under which the Ministry agreed to support Cadogan in 
the conversion of exploration licences to production licences and 
to protect Cadogan’s rights to its existing licences. 
 
On 15 January 2009 the Group successfully extended its licence 
for the Zagoryanska area. The exploration and development 
licence was extended by five years to April 2014. 

Overview of financial position
At 20 April 2009, the Group had current cash and cash 
equivalents of approximately £53.9 million. As part of its 
strategic review, the Board is exploring the possibility to 
augment its funds by selling surplus assets including one or 
both of the gas treatment plants as well as other inventory that 
has been acquired.   

The Directors believe that the capital available at the date of the 
issue of these financial statements, together with income to be 
generated from future operations are sufficient for the Group to 
continue in operational existence for the foreseeable future. 

Outlook
Having reduced operations from five active rigs to one, 
management will undertake an analysis of the operational data 
gathered and incorporate the results of the analysis into a revised 
programme of operations. In parallel, the Board will review its 
strategic alternatives in respect to its assets in Ukraine. This 
review will allow the Board to assess all options open to the 
Company, which it plans to have completed by the end of the 
second quarter or early in the third quarter of 2009. In the 
meantime, we will continue to exert tight controls over costs  
and cash flows. 

Simon Duffy
Non-executive Chairman
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83.0

156.1

334.5

280.5
2C contingent resources 

P50 prospective resources 

3P reserves

2P reserves

1P reserves

Condensate
27%

Gas 
72%

Oil 
1%

Operations 
Review

Reserves and resources
(mmboe)

Portfolio composition
(2P case)

Summary of the Group’s operations
	 Working			   Licence	 Key licence 
Field	 interest (%)	 Licence	 Expiry	 type1	 obligation

East
Major fields
Pirkovskoe	 97.0	 Pirkovskoe	 October 2010	 E&D	 Work over Pirk #460 and two wells
Pokrovskoe	 100.0	 Pokrovskoe	 August 2011	 E&D	 Completion of four wells
Zagoryanska	 90.0	 Zagoryanska 	 April 2014	 E&D	 Completion of three wells

West
Bitlya	 97.1	 Bitlyanaksa2	 December 2009	 E&D	 Completion of Bitlya #2
Borynya	 96.5	 Bitlyanaksa2	 December 2009	 E&D	 Completion of Borynya #3

West
Minor fields
Debeslavtska	 98.3	 Debeslavtska	 October 2026	 Production	 Continue production
Cheremkhivska	 49.8	 Cheremkhivska	 May 2018	 Production	 Continue production
Slobodo-Rungerske	 100.0	 Slobodo-Rungerske	 April 2011	 E&D	 None
Blazivska 	 95.0	 Monastyretske	 December 2009	 E&D	 Blazhivska #4 and #49
Monastyretske	 95.0	 Monastyretske	 December 2009	 E&D	 None
Krasnoilska	 98.5	 Krasnoilska	 December 2009	 E&D	 Krasnoilska #6a and #9a
Vovchenska	 96	 Bitlyanaksa2	 December 2009	 E&D	 –
Malynovetske	 79.9	 Malynovetske	 January 2012	 E&D	 Malynovetske #1
Mizhrichenska	 40.0	 Mizhrichenska	 June 2011	 E&D	 Mizhrichenska #1

1	 E&D = Exploration and Development.
2	 The working interest on the Bitlyanska licence declines on a stepped basis, every five years after the commencement of production on each well. The JAA also  

distinguishes working interests on new wells and workover wells with the former offering a higher share to Cadogan. Effective working interests are shown above. >

The Group owns and operates working interests in 11 gas, 
condensate and oil exploration and production licences 
throughout east and west Ukraine. These assets lie in two  
of the three hydrocarbon basins in Ukraine with extensive gas 
transportation infrastructure: the Carpathian basin and the 
Dnieper-Donets basin. The fields are easily accessible and in 
close proximity to the Ukrainian gas distribution infrastructure. 

In western Ukraine the Group has interests in six exploration and 
development and two production licences within the Carpathian 
basin. In eastern Ukraine, the Group operates the Pokrovskoe, 
Zagoryanska and Pirkovskoe licences in the Poltava region. 
These licences lie in the Dnieper-Donets basin, a prolific oil and 
gas basin which accounts for 90 per cent of Ukraine’s current oil 
and gas production. The Group’s primary focus is on the major 
fields, Borynya and Bitlya, within the Bitlyanska licence and the 
Pokrovskoe, Zagoryanska and Pirkovskoe fields.

The Board’s intention is to continue active engagement with 
Ukrainian authorities to facilitate the transition from exploration 
to production licences.

Notes:
The Group’s reserves and resources estimates are based on the reserve report produced 
by an independent reservoir engineer, Gaffney, Cline & Associates as at 30 November 
2008. Information is presented based on the Group’s working interest share in the fields to 
which the Group has an interest. Conversion factor: mbcf to mmboe at a factor of 0.18. 
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Operations  
Review continued

Eastern Ukraine

Pokrovskoe licence
The Group has a 100 per cent working interest in the Pokrovskoe 
licence which holds 58.6 mmboe (2007: 58.6 mmboe) of 
prospective resources. The exploration licence covers 49.5 
square kilometres and runs until August 2011. There is a four  
well and 3D seismic work commitment. The processing of the 
previously acquired 3D seismic data over the entire field is now 
complete and the two wells, Pokrovskoe #1 and Pokrovskoe #2, 
have been drilled with initial testing currently under way. 

Key field developments
Pokrovskoe #2
This well is the first exploration well drilled on the Pokrovskoe 
structure and was spud in late 2006. During drilling and coring 
operations across the Visean (V17 to V22) formations, there was 
strong gas influx into the well bore. The well will be temporarily 
suspended at 5,185 metres. The main objectives of this well  
are to determine the productivity of the upper and lower Visean 
formations and to potentially convert prospective resources to 
reserves. The results of Pokrovskoe #2 will also determine future 
operation on Pokrovskoe #1 located within the same field.

Pokrovskoe #1
This is the second exploration well on the licence, which was 
spud in early 2008. The well will be temporarily suspended at 
4,988 metres pending evaluation of operational data obtained 
from the well so far. 

Zagoryanska licence
The Group has a 90 per cent working interest in the Zagoryanksa 
licence area, which holds 44.5 mmboe (2007: 44.4 mmboe) of 
contingent and prospective resources and is located immediately 
to the east of the Pirkovskoe licence. The exploration and 
production licence covers 49.6 square kilometres. In January 
2009 the Group received a five year extension for this licence 
which now expires in April 2014. The required work programme 
includes: (1) the acquisition of 3D seismic data across the field 
which was completed in the first quarter of 2009; (2) the testing  
of well #3 which is currently in progress; (3) workover of well #2 
which is already included in the 2009 work programme; and (4) 
the drilling of an appraisal well. The final conclusion of the work 
programme is not required to be completed before the end of the 
licence period. 

Key field developments 
Zagoryanska #3
The well has been drilled to a TD of 5,110 metres in the lower 
Visean (V26). The well will now be temporarily suspended in  
order to evaluate the data after completing an acid fracture  
test in the lower Visean. Several potential gas bearing reservoirs  
were tested in the Carboniferous. Following completion of this 
well, management will consider completing the workover of two 
previously drilled wells (Zagoryanska #2 and #8). 

Pirkovskoe licence
The Group has a 97 per cent working interest in the Pirkovskoe 
licence which holds 82.4 mmboe (2007: 79.7 mmboe) of proved 
and probable reserves, 73.0 mmboe (2007: 68.9 mmboe) of 
possible reserves and 190.6 mmboe (2007: 194.96 mmboe)  
of contingent and prospective resources. The exploration and 
appraisal licence covers 71.6 square kilometres and runs until 
October 2010. 

Key field developments
Pirkovskoe #1 
This well was the first appraisal well in the Pivnichna block  
in the northern part of the Pirkovskoe licence. The well has  
now reached a TD of 5,723 metres in the Devonian D3. After  
testing the Devonian and lower Carboniferous, the well will be 
temporarily suspended at 5,723 metres. The well tested several 
shallower Carboniferous reservoirs which were oil and gas 
bearing but have not yet been deemed commercial. 

Pirkovskoe #2
This well has now reached 4,580 metres, but has been put on 
temporary suspension until the results of Pirkovskoe #1 have 
been received. 

Pirkovskoe #460 
Initial well testing, included within the Group’s field development 
programme obligations, was completed in December 2007.  
Test results indicated that poor casing was causing the well to 
produce at lower than anticipated rates as well as water influx 
from surrounding horizons. As a result, the well has been 
plugged and will be abandoned. 

Facilities and infrastructure programme
The Group owns the Kraznozayarska gas treatment plant, on the 
Pirkovskoe licence area, which is connected to the UkrTransGas 
system. Its capacity was upgraded in July 2007 to 300,000 cubic 
metres per day of gas and 150 tonnes per day of condensate.  
In addition, a new gas processing plant is currently being 
constructed in Dubai, and will be imported into Ukraine if testing 
results confirm the commercial viability of the field and the future 
success of the licence is certain. Alternatively, other viable 
methods of handling the gas output will be considered allowing 
the Group to market the plant to augment its funds. 
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Western Ukraine

Bitlyanska licence area
The Bitlyanska exploration and development licence covers an 
area of 390 square kilometres and expires in December 2009. 
The Group has a 96.5 per cent to 97.1 per cent working interest, 
varying on production. There are three hydrocarbon discoveries 
in this licence area: Bitlya, Borynya and Vovchenska. The 
Borynya and Bitlya fields hold 188.6 mmboe (2007: 188.6 
mmboe) and 114.0 mmboe (2007: 114.0 mmboe) of contingent 
resources respectively, while no reserves and resources have  
yet been attributed to the Vovchenska field. 

Key field developments 
Borynya #3 
The well was spud on 15 December 2007 and is drilling at 3,883 
metres, with first intermediate casing being set at 1,611 metres. 
Drilling operations continue with a proposed TD of 5,200 metres. 
Recent drill stem testing of an intermediate zone at a depth of 
3,653 metres in a secondary target above the main objective 
have provided very promising results. The test of a seven metre 
sand interval in the Golovetsky formation resulted in a maximum 
rate of 128,000 cubic metres of gas per day with condensate 
during a limited duration drill stem test.

The Borynya #3 well is designed to test the main target reservoir 
in the Verchovinsky formation at a projected depth below 4,800 
metres. This interval in the Borynya #2 well tested 400,000 cubic 
metres of gas per day in an open hole test before the tests failed 
due to formation blocking the test tool. The possible extent of  
the Borynya structure is currently poorly defined as there is a  
lack of adequate seismic data due to the complex geology and 
the challenges of acquiring good seismic results in the terrain of 
the Borynya region.  

Bitlya #2
Initial infrastructure is in place, pending a decision to commence 
exploratory drilling. This is a 3,000 metre normally pressured gas 
field which has already been drilled by the Bitlya #1 well. This well 
established the presence of hydrocarbons in a structure identified 
by Soviet era 2D seismic that has been reprocessed and 
reinterpreted using modern geophysical techniques. 

Facilities and infrastructure programme
A new gas processing plant is currently being constructed in 
Dubai, and will be imported into Ukraine if testing results confirm 
the commercial viability of the field. Alternatively, other viable 
methods of handling the gas output will be considered allowing 
the Group to market the plant to augment its funds. 

Minor fields
The Group has a number of minor assets all located in western 
Ukraine. These include the following:

Debeslavtska licence area 
An exploration and development licence and production 
licence, containing 0.5 mmboe of proved, probable and possible 
reserves (2007: 0.5 mmboe). This licence is currently producing 
168.8 boepd.

Cheremkhivska licence area
A production licence containing 0.1 mmboe of proved, probable 
and possible reserves (2007: 0.1 mmboe). This licence is currently 
producing 65.6 boepd.

Slobodo-Rungerske licence area
An exploration and development licence, containing 20.0 mboe 
of proved, probable and possible reserves (2007: 20.0 mmboe) 
and 10.3 mmboe (2007: 10.3 mmboe) prospective resources. 
This licence is currently producing 4.52 boepd.

Monastyretske licence area
An exploration and development licence, containing 0.2 mmboe 
of proved, probable and possible reserves (2007: 0.2 mmboe), 
1.5 mmboe (2007: 1.5 mmboe) of contingent resources and 2.5 
mmboe (2007: 2.5 mmboe) prospective resources. This licence  
is currently producing 19.2 boepd. 

Krasnoilska licence area
An exploration and development licence, containing 1.4 mmboe 
of contingent resources (2007: 1.4 mmboe).

Malynovetske licence area
An exploration and development licence, containing 2.9 mmboe 
(2007: 2.9 mmboe) prospective resources.  

Mizhrichenska licence area
An exploration and development licence, with no booked 
reserves or resources. 

Capital expenditure on minor fields will depend on economic 
viability of the fields, current and forecasted oil and gas prices, 
and the opportunities for diversifying exploration and appraisal 
risk and obtaining additional capital through potential farm-outs. 
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Revised Financial  
Review

Income statement
The Group, being in an exploration and development stage, in 
2008 continued to operate at a loss, recognising a loss before 
tax of £24.4 million (20071: £18.8 million). Revenue of £1.8 million 
(2007: £0.7 million) consisted of the sale of gas from well testing 
and from the producing wells in the Debeslavetska and 
Cheremkhivskoe minor fields. To the extent that revenue arises 
from test production during an evaluation programme, an amount 
is charged from evaluation costs to cost of sales, to reflect a zero 
margin. This has resulted in a gross loss from the Group’s 
hydrocarbon sales of £0.2 million (2007: profit £0.1 million).  

Administrative expenses of £27.0 million (20071: £17.2 million) 
consist of staff costs, professional fees, Directors’ remuneration, 
depreciation charges for the Group’s property, plant and 
equipment and its other intangible assets, any currency effects 
from operating transactions or from the currency-related 
restatement of the value of monetary assets or liabilities and the 
impact of any adjustments to the carrying value of VAT assets on 
the Group’s consolidated balance sheet. In addition to recurring 
administrative expenses, £6.4 million of consultancy fees were 
incurred to defend the legal challenges indirectly associated with 
the Pirkovskoe and Zagoryanska licences and also to extend the 
Zagoryanska licence, £4.4 million of professional costs were 
recognised in relation to the IPO, £0.8 million relates to the 
provision of VAT recoverable relating to Ukraine operations and 
£0.2 million (2007: £4.2 million) relating to equity-settled share-
based payment transactions. 

Investment revenue increased during the year to £2.9 million 
(2007: £0.3 million) due mainly to interest income earned on  
funds held. 

Cash flow statement
Following the completion of Cadogan’s IPO in June 2008, the 
Group raised total net proceeds of approximately £145.0 million. 
In addition, total net proceeds of £26.4 million (2007: £55.1 
million) were raised through private equity fundraising. 
Expenditure of £38.3 million (20071: £14.0 million) on intangible 
exploration and evaluation assets and £32.3 million (20071: £4.3 
million) on property, plant and equipment represents the Group’s 
continued focus on the development and exploration of its oil and 
gas assets in Ukraine. During 2008, the Group completed the 
acquisition of LLC Mercor, an operating company that holds an 
interest in JAA #17 on the Zagoryanska licence, and in which the 
Group already held an interest in via its previous acquisition of 
Radley Investments Limited. The total cash consideration for the 
acquisition was £2.3 million.    

Balance sheet
As at 31 December 2008, the Group had net cash and cash 
equivalents of £72.0 million (2007: £14.0 million) and no external 
borrowings. Intangible exploration and evaluation assets of 
£47.9.million (20071: £25.0 million) represent the carrying value of 
the Group’s investment of exploration and appraisal assets 
throughout Ukraine. The property, plant and equipment balance 
of £38.9 million at 31 December 2008 (20071: £22.5 million), 
relates primarily to the cost of developing fields with commercial 
reserves and bringing them into production. Net assets have 
increased by £139.1 million to £203.4 million at 31 December 
2008 from £64.3 million at 31 December 20071 which is 
principally due to the proceeds raised from the Company’s IPO 
and private equity financing in the first six months of 2008.

1	 Restated, see note 7 to the Revised Financial Statements for details.

Key performance indicators
The Group monitors its performance implementing its strategy 
with reference to clear targets set out for four key financial and 
one key non-financial performance indicators (‘KPIs’):

to increase oil, gas and condensate production measured on •	
number of barrels of oil equivalent produced per day (‘boepd’); 
to increase the Group’s oil and gas reserves by de-risking •	
possible resources and contingent reserves into proved plus 
probable reserves (‘2P’). This is measured in million barrels of 
oil equivalent (‘mmboe’); 
to increase the realised price per 1,000 cubic metres; •	
to decrease the cost per barrel for exploration and acquisition •	
related expenditure; and
to reduce the number of lost time incidents.•	

These KPIs are applied across the Group. The Group’s 
performance in 2008 against these targets is set out in the table 
below, together with the prior year performance data. No 
changes have been made to the source of data or calculation 
used in the year apart from note 1 below. A review of the Group’s 
strategic alternatives is currently under way with an intention to 
improve the Group’s performance and to develop appropriate 
targets going forward.

	 Unit	 2008	 2007

Financial KPIs			 
Average production 
  (working interest basis)1	 boepd	  263	 291
2P reserves2	 mmboe	 83.0	 80.4
Finding and development 
  cost per barrel3	 £	 15.79	 0.461

Realised price per 
  1,000 cubic metres4 	 £	 104.1	 77.6

Non-financial KPIs			 
Lost time incidents5	 Incidents	 1	 1

1	 Average production is calculated as the average daily monthly production during the 
year. Year 2007 represents the average production commencing June 2007 upon 
commencement of commercial production.

2	 Quantity of 2P reserves as at 31 December 2008 and 2007 is based on Gaffney, 
Clines & Associates’ independent reserves report dated 30 November 2008 and  
31 January 2008, respectively. Conversion factor: bcf to mmboe at a factor of 0.18. 

3	 Calculated as exploration and acquisition expenditures paid during the year divided 
by 2P reserves additions in the year. 

4	 This represents the average price received for gas sold during the year  
(excluding VAT).

5	 Lost time incidents relate to injuries where an employee/contractor is injured and has 
time off work. 

Economic environment
In late 2007 and early 2008, the Group undertook a restructuring 
of a number of its key licences. The Group is now permitted to 
sell gas produced from the restructured assets at the higher 
domestic and industrial gas market rates rather than the lower 
residential capped rate. 

There are four principal drivers to Ukrainian product prices:  
(1) world and European prices for oil, gas and condensate;  
(2) external geopolitical pressure, principally from Russia, in the 
form of Gazprom’s expectations of gas prices for imports into 
Ukraine; (3) internal Ukraine markets reacting to a reduction in 
price subsidies and internal supply shortages; and (4) internal 
politics and the distribution of energy costs throughout the 
Ukrainian economy. Ukraine has a significant supply and  
demand gap for gas that is filled principally by imports, with 
internal annual gas production and annual gas consumption 
being approximately 20 bcm and 75 bcm, respectively. As a 
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result, there is significant scope to close the supply and demand 
gap through improved energy efficiencies and increased 
domestic production. Given this high level of dependence, Russia 
has significant influence on local gas prices. The gas pricing 
environment however continues to improve, as Russia continues 
to raise the price at which it sells to Ukraine. 

During 2008, the cost of gas imports to Ukraine remained stable 
resulting in Ukrainian internal sales to industry being set a 
maximum of USD179.5 per mcm, exclusive of value added tax 
(‘VAT’). During the second half of 2008, the discussions between 
Russia and Ukraine regarding prices for 2009 and beyond 
became increasingly acrimonious and entrenched. During 
January 2009, following the significant reductions in transit 
supplies to Europe, the gas pricing negotiations were concluded, 
whereby Ukraine will now pay European prices for gas imports 
(less a 20 per cent discount in 2009). The Ukrainian government 
has announced that the maximum price for gas sold to industry 
in 2009 will be set at USD262 per mcm (exclusive of VAT). It is 
forecast that Ukrainian import prices will fully converge with 
western European netback prices in 2010. This adds to the 
potential profitability of the Group and makes Ukraine a more 
profitable and attractive region to explore and develop. 

Related party transactions
No related party transactions have taken place in 2008 that have 
materially affected the financial position or the performance of the 
Group during the period. 

Commitments
In July 2008, the Group entered into agreements to build two gas 
treatment plants; the first to process the anticipated production 
from the Bitlyanska licence area (containing the Bitlya and 
Borynya fields) and the second to process the anticipated 
production from the Pirkovskoe field. The total cost for the two 
gas processing plants is USD54.4 million (£37.6 million), of which 
USD10.9 million (£7.6 million) is currently outstanding. 

Treasury
The Group continually monitors its exposure to currency risk.  
It maintains a portfolio of cash and cash equivalent balances  
in both USD and GBP held primarily in the UK and holds these 
mostly in term deposits depending on the Group’s operational 
requirements. Production revenues from the sale of hydrocarbons 
are received in the local currency in Ukraine and to date, funds 
from such revenues have been held in Ukraine for further use in 
operations rather than being remitted to the UK. Funds are 
primarily converted to USD and transferred to the Company’s 
subsidiaries to fund operations at which time the funds are 
converted to UAH. Some payments are made on behalf of the 
subsidiaries from the UK. 
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Revised Risks 
and Uncertainties

There are a number of potential risks and uncertainties, which 
could have a material impact on the Group’s long-term 
performance and could cause the actual results to differ 
materially from expected and historical results.

Issue Risk Mitigation

Fundamental 
uncertainty

There are fundamental uncertainties 
concerning the validity and appropriateness of 
accounting treatments previously applied to 
expenditure incurred throughout the Group. 
Additional restatement and or disclosures to 
the financial statements may be required as a 
result of the litigation process and internal 
investigations currently under way. 

Refer to note 3(b) to the Revised Financial 
Statements for further details.  

Management is taking action to ensure that all procurement 
irregularities and inappropriate accounting treatments are identified 
and corrected. An internal investigation into these irregularities is 
currently under way and following the former executives’ departure, 
legal actions have been initiated. 

Validity of the 
Group’s licences

There is a risk that if licence obligations are  
not met or that the Group’s title to its assets  
is successfully challenged this could impact 
the Group’s working interests in its licences 
and future revenues, and trigger impairment 
charges and write-offs in the financial 
statements of future periods. 

Two of the Group’s licences have been 
indirectly challenged to date (see note 4(a)  
to the Revised Consolidated  
Financial Statements).

The Group’s work programme is designed to fulfil all of its licence 
obligations. If the work programme does not fulfil the various licence 
obligations, the Group engages proactively with the government to 
renegotiate terms and to apply for an extension.

Recoverability of the 
Group’s assets

There is risk that the carrying value of the 
Group’s assets will not be recovered through 
future revenues, leading to significant 
impairment losses.

The Group manages the recoverability of its assets and assesses 
the economic viability throughout the exploration, development and 
production phases.

Commodity price risk 
management

The commodity price risk related to Ukrainian 
gas and condensate prices and, to a lesser 
extent, prices for crude oil are the Group’s 
most significant market risk exposures.

The Group continues to seek to establish higher value wholesale 
and/or retail markets inside Ukraine.

Inflation risk 
management

Inflation in Ukraine and in the international 
market for oil and gas may affect the Group’s 
cost for equipment and supplies.

Closely monitor Ukrainian inflation effects and adjust budgetary 
requirements as necessary.

The Group’s practice of raising funds in GBP and keeping deposits 
primarily in GBP accounts until funds are needed and selling its 
production in the spot market, coupled with the linkage of the 
currency in Ukraine to the USD, should enable the Group to 
manage the risk of inflation. 

Foreign exchange  
risk management

Funds are maintained by the Group in GBP 
and USD. There is a risk that purchasing  
power in Ukraine is lost through foreign 
exchange translation. 

The Group considers its foreign exchange risk to be a normal and 
acceptable business exposure and does not hedge against this 
risk. The Group monitors the foreign exchange movements of 
required currencies and maintains a minimum amount of funds  
in high risk currencies, such as the Ukrainian hryvnia. 

Credit risk management Credit risk refers to the risk that a counterparty 
will default on its contractual obligations 
resulting in financial loss to the Group.

The Group does not have any significant credit risk exposure as  
the normal terms for sales of gas and condensate to the Group’s 
customers require prepayment before delivery. In the future,  
the Group could face issues with customers if curtailments of 
throughput in the gas transportation system delay deliveries to 
customers, but the Group has yet to experience such issues and 
transportation remains the responsibility of the customer once  
the Group has delivered product to the transportation system. 

The credit risk on liquid funds (cash and cash equivalents) is 
considered to be limited because counterparties are financial 
institutions with high and good credit ratings assigned by international 
credit-rating agencies in the UK and Ukraine, respectively.

Interest rate risk 
management

The Group has substantial cash and cash 
equivalents balances on which it earns deposit 
interest income. Other than placing sums  
on deposit at fixed rates for varying maturity 
periods, no financial instruments are used  
to manage the risk of interest rate volatility.

As the Group has no committed borrowings, the Group is not 
exposed to any risks associated with fluctuations in interest rates. 

Fluctuations in interest rates on cash balances held is mitigated by 
funds being spread over several banking institutions with varying 
interest rates offered. The Group considers this risk as a normal 
business exposure and does not hedge against this risk.  

Liquidity risk 
management and going 
concern assumption

The risk that there will be insufficient funds  
to meet all corporate and development 
obligations and activities and continue as  
a going concern into the foreseeable future. 

The Group manages liquidity risk by maintaining adequate cash 
reserves and by monitoring forecast and actual cash flows.

Established framework for the management of the Group’s short-, 
medium- and long-term funding and liquidity management requirements.

Management regularly reviews the Group’s cash flow projections  
and forecasts. Refer to note 3 of the Revised Consolidated  
Financial Statements.

Financial risks
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Issue Risk Mitigation

Operating 
environment

The stability of the Ukrainian economy is 
significantly impacted by the Ukrainian 
government’s policies and actions in relation  
to supervisory, legal and economic reforms.  
As a result, the Group’s ability to develop its  
oil and gas assets as well as sell hydrocarbon 
production within Ukraine will be driven by 
Ukrainian government policies towards the  
oil and gas sector generally, and in particular 
pricing, taxation and licensing policies.

A breach of Ukrainian regulation or procedure 
could put the Group’s assets at risk.

The Group has established and maintains contacts across the 
political spectrum in Ukraine. The process of identifying political  
and state entity parties, who control decision making for the 
development of hydrocarbons and establishing contacts, is a 
continual process. 

The Group also ensures that all activities undertaken comply with 
Ukrainian legislative requirements.

Regulatory and  
licence issues

The Ukrainian government authorises all 
exploration, development and production  
of hydrocarbons in Ukraine, and closely 
monitors compliance with hydrocarbon licence 
obligations. There is significant risk that licence 
obligations are not met and that the Group will 
fail to meet a single licence or JAA obligation.

If the Group fails to meet such obligations, 
licence interests may be lost. 

Two of the Group’s licences have been 
indirectly challenged to date. 

The Group’s work programme and budget are designed to fulfil all 
of its licence obligations. If the work programme does not fulfil the 
various licence obligations, the Group engages proactively with the 
government to renegotiate terms and to apply for an extension. 

Management seeks to minimise scope for legal challenges by 
maintaining up to date documentation and ensuring actions taken 
are in compliance with state regulations.

The Group is currently taking all action to ensure a satisfactory 
conclusion to the legal issues faced on the Pirkovskoe and Zagoryanska 
licences. Refer to page 47 for further comments. 

Political risks Major political instability and regional tension 
exist within Ukraine. 

The Group minimises this risk by maintaining the maximum amount 
of funds in international banks outside Ukraine and by continuously 
identifying and establishing contacts across political spectrum.

Economic environment Current product pricing for hydrocarbons  
sold in Ukraine is set lower than European 
market prices.

Seek alternative markets in Ukraine, including vertical integration. 

Establish and build higher value wholesale and/or retail markets 
inside Ukraine. 

Drilling and  
workover activities

Higher production volumes, and resulting 
revenues, operating profits and cash flows, are 
dependent on the effectiveness of the Group’s 
drilling and workover activities on its existing 
and planned wells.

Management takes all actions necessary to ensure that wells  
are operating in accordance with international standards in order  
to minimise risk.

Equipment is maintained to manufacturers’ specifications and 
personnel are adequately trained.

Reserves and resources Commercial reserves are determined using 
estimates of oil and gas in place, recovery 
factors and future oil and gas prices. 

In addition, the geological conditions 
associated with our licence areas are complex 
which could impact on our ability to extract 
hydrocarbons from the various fields. 

The Group relies upon a competent persons report provided by 
independent advisers for the determination of oil and gas reserves.

Economic viability is confirmed before and during field investment 
and development. 

All measures are taken throughout the drilling and assessment 
phase of each well to determine commercial viability. 

Heath, safety and 
environment (‘HSE’)

The Group’s operations are such that  
minor and major injuries as well as fatalities 
could occur.

The Group ensures proper internal HSE supervision is in place (this 
includes appropriate supervision and training to avoid accidents, 
personal accident insurance, in-field medical facilities and access to 
hospitals). Refer to page 13 for further comments.

Social responsibilities Failure to meet an aspect of the agreed social 
investment programme.

The Group ensures that Corporate, Social and Community Relation 
activities are planned and implemented. Refer to page 13 for  
further comments.

Non-financial risks
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Revised Statement of  
Reserves and Resources

			   Working interest basis1

	 Gas2	 Condensate	 Oil	 Total 
	 bcf	 mmbbl	 mmbbl	 mmboe

Proved and probable reserves				  
At 1 January 2008	 319.6	 22.0	 0.8	 80.4
Revisions	 11.0	 0.7	 –	 2.7
Production	 (0.5)	 –	 –	 (0.1)

At 31 December 2008	 330.5	 22.7	 0.8	 83.0
Possible reserves				  
At 1 January 2008	 268.0	 20.0	 0.9	 69.0
Revisions	 16.0	 1.2	 –	 4.1

At 31 December 2008	 284.0	 21.2	 0.9	 73.1
Contingent resources				  
At 1 January 2008	 1,583.0	 48.0	 1.5	 334.4
Revisions	 0.2	 –	 –	 0.1

At 31 December 2008	 1,583.2	 48.0	 1.5	 334.5
Prospective resources				  
At 1 January 2008	 1,210.0	 51.3	 15.7	 283.7
Revisions	 (18.0)	 –	 –	 (3.24)

At 31 December 2008	 1,192.0	 50.2	 15.7	 280.5
Total reserves and resources (mmboe)	 3,389.6	 142.1	 18.9	 771.1

1	 Information is presented based on the Group’s working interest share in the fields to which the Group has an interest. 
2	 Conversion factor: bcf to mmboe at a factor of 0.18.  

All of the Group’s reserves and resources estimates are based on reserve reports produced by an independent reservoir engineer, 
Gaffney, Cline & Associates Ltd. The figures as at 1 January 2008 and 31 December 2008 were obtained from reports prepared on 
31 January 2008 and 30 November 2008, respectively.

The Directors will commission a new Competent Person’s Report (‘CPR’) providing an independent evaluation of the Group’s 
reserves and resources estimates intended to be complete for the Annual Financial Report 2009. See note 3(b) to the Revised 
Consolidated Financial Statements for more information. 
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Corporate  
Responsibility

Employees
Certain of the Group’s operations are undertaken by specialist 
sub-contractors who have the requisite technical knowledge 
required for complex drilling operations. Wherever possible local 
staff are recruited, and procedures are in place to ensure that all 
recruitment is undertaken on a fair basis with no discrimination 
between applicants. Each operating company has its own 
Human Resources staff to ensure that the Group’s employment 
policies are properly implemented. The Human Resources policy 
covers key areas such as equal opportunities, wages, overtime 
and discrimination. All staff are aware of the Group’s grievance 
procedure. Sufficient levels of health insurance are provided by 
the Group to employees to ensure they have access to good 
medical facilities. Each employee’s training needs are assessed 
on an individual basis to ensure that their skills are adequate to 
support the Group’s operations, and to help them develop.

Environment
Throughout the year, following an initial audit, the Board has  
been developing the Group’s Environmental Action Plan. Two 
independent audits were undertaken during the year which 
indicated that the documentation of the Environmental 
Management System was substantially complete, that 
procedures for environmental monitoring were being developed, 
and plans for further management and staff training, during 2009, 
are in place.

Community
The Group’s activities are carried out in rural areas of Ukraine and 
the Board is aware of its responsibilities to the local communities 
that the Group operates in and that some of the employees  
are recruited from. At current well sites, management work  
with the local councils to ensure that the impact of operations is 
minimised as far as is practical. Key projects undertaken include 
improving the road infrastructure in the area, so that sites are 
accessible which allow improved road communications in the 
local community. Specific charitable donations are made which 
directly benefit local schools and medical services, and other 
community focused facilities. Where appropriate, gas is provided 
to these organisations and the local villages near to our 
producing sites.

The Group’s local companies see themselves as part of the 
community and are involved not only with financial assistance, 
but also with practical help. In the recent flooding in western 
Ukraine, Cadogan staff provided equipment and assistance to 
rebuild river banks and other defences that had been damaged 
leading to severe flooding in the area. 

Wherever possible general site staff are recruited from the  
local area and appropriate training given, thereby providing 
income for areas that have been previously dependent on  
the agricultural sector.

The Group is aiming to build a sustainable business whilst 
developing its gas producing assets in Ukraine. The Board 
strongly believes that as a company listed on the London Stock 
Exchange, it has a duty to ensure that, as a minimum, all local 
laws are complied with, and in certain areas these requirements 
are exceeded and will eventually meet the expectations of what 
would be expected of any company operating in the oil and gas 
sector anywhere in the world. The Board recognises that the key 
driver for its aim to become a sustainable business is the safety 
and development of its staff.

The Board seeks to ensure that all of the Group’s activities in 
Ukraine are undertaken in an ethical manner. The business 
operates under a code of ethics, adopted at Board level, which 
has been disseminated to all management. A whistleblowing 
procedure has been put in place, and all staff in both Ukraine  
and the United Kingdom have been made aware of it.

The Group Health, Safety and Environment Director reports 
directly to the Chief Executive Officer and is a member of the 
Executive Committee. His role is to ensure that the Group has 
developed suitable procedures and that operational management 
have incorporated them into daily operations. 

The Board believes that health and safety procedures and 
training across the Group should be to the standard expected in 
any company operating in the oil and gas sector. Accordingly, it 
has set up a Committee of the Board to review and agree health 
and safety initiatives and report back on progress. The monthly 
management report to the Board contains a full report on both 
health and safety, and environmental issues. The Health, Safety 
and Environment Committee report is on page 20.

Health and safety
A full Health and Safety Management System is in place together 
with a supporting annual plan. The 2008 plan undertook to 
further develop the Environmental Management System and 
integrate it with the Health and Safety Management System.  
The combined system is expected to be in place by mid 2009. 
Incident reporting has been improved and covers performance 
statistics for exposure to safety, health and environmental 
hazards. A staff training programme is in place, which ensures  
all staff are aware of the policy, and onsite training is undertaken, 
which ranges from ‘toolbox talks’ on safety issues with site staff 
through to ‘disaster’ drills for major incidents. 

The Board monitors lost time incidents as a key performance 
indicator of the business, to satisfy itself that the procedures  
in place are robust. The Board has benchmarked safety 
performance against the HSE performance index measured and 
published annually by the International Association of Oil & Gas 
Producers. In 2008, the Group has recorded a total of 1,459,945 
man hours, and has achieved 745,469 man hours since the last 
lost time incident which occurred in August 2008. 
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Revised Board 
of Directors

Simon Duffy, 59
Non-executive Chairman
Appointed to the Board on 9 May 2008, Mr Duffy has over 20 
years experience as an executive director of a number of 
companies listed in the UK, Europe and the United States. These 
include, amongst others, Thorn EMI plc, Orange SA and most 
recently ntl Inc.. He has served variously as chief financial officer, 
chief operating officer, chief executive officer, president and 
executive chairman. He also has 30 years experience as a 
non-executive director and non-executive chairman of a range of 
companies, including ten years with Imperial Tobacco Group plc. 

Ian Baron, 52
Interim Chief Executive Officer
Mr Baron was appointed to the Board on 19 March 2009, as 
Interim Chief Executive Officer. He has over 30 years international 
experience in the upstream petroleum industry and has worked 
in several countries in the former Soviet Union. He is founding 
partner of ESG Dubai Consulting, a firm which provides project 
management and advisory services to the oil and gas industry. 
He was a non-executive Director of the Company until 19 April 
2008. He is also a non-executive director of Petro Vista  
Energy Corporation. 

Alexander Sawka, 521

Chief Financial Officer
Mr Sawka has held a number of senior management positions in 
organisations with developing operations in Russia and Ukraine 
since 1991. He was first assigned to establish and manage the 
Moscow and St. Petersburg offices of TNT Express Worldwide. 
He later worked as a consultant to Eurasia Mining plc where he 
was based in Yekaterinburg, Russia. In March 2000, he was 
appointed chief financial officer to the Western NIS Enterprise 
Fund, a US private equity fund specialising in Ukraine. Mr Sawka 
was until 2006 finance director of Man Sugar, based in Moscow 
and responsible for financial management and control of its 
Russian operations. He is a certified practising accountant and 
holds an MBA. Mr Sawka joined the Board on 13 April 2006.

Peter Biddlestone, 592

Asset Development Director
Mr Biddlestone has over 30 years experience in the upstream 
and midstream oil and gas industry in technical and commercial 
roles. He has worked in the petroleum teams with Texaco and 
Shell. With British Gas, he was director of their Karachaganak 
project in Kazakhstan, including dealing with inter-governmental 
and treaty arrangements. He has provided advisory services in a 
number of other jurisdictions, including Gazprom in Russia, 
Premier Oil in Pakistan and BulgarGas in Bulgaria. Mr 
Biddlestone joined the Board on 20 April 2006.

Vasyl Vivcharyk, 603

Chief Operating Officer
Mr Vivcharyk is a professional engineer and economist with over 
25 years experience in the oil and gas industry. In the former 
Soviet Union, he held the post of Deputy General Director in the 
Ministry of Electrical Industry.

He has been deputy chairman of the State Committee on 
Technical Regulation and Consumer Policy; deputy chairman of 
the National Oil and Gas Holding Company Naftogas Ukrainy and 
general director of one of its subsidiaries; vice president of 
Momentum Enterprises Inc (Canada); general director of 
Ukrainian-Canadian Joint Venture Kolomya Oil & Gas Company 
Delta; chairman of Euronafotgas; general director of Joint Stock 
Company Oil Company Evikhon (Russia). Mr Vivcharyk has also 
been a parliamentarian of the Ivano-Frankivsk region. In 1999, the 

President of Ukraine presented Mr Vivcharyk with the ‘Honoured 
Industry Man of Ukraine’ award for outstanding achievements in 
the development of the energy industry, namely discovery, 
exploration and development of oil and gas fields. Mr Vivcharyk 
joined the Board on 5 June 2007.

Philip Dayer, 58
Independent non-executive Director
Mr Dayer qualified as a chartered accountant with Peat, Marwick, 
Mitchell & Co and then pursued a corporate finance career in 
investment banking, specialising in advising small and mid-
market UK companies. He was first appointed advisory director 
in 1983 at Barclays Merchant Bank Limited and since then he 
has held the position of corporate finance director with a number 
of banks. He retired from Hoare Govett Limited in 2004. Mr Dayer 
was a financial consultant to OJSC Rosneft Oil Company, the 
Russian state-owned oil and gas company, on its floatation in 
2006. Mr Dayer is a non-executive director of Dana Petroleum 
plc, AVEVA Group plc, senior independent director of Arden 
Partners plc, and chairman of IP Plus plc. Mr Dayer joined the 
Board on 9 May 2008. He is Chairman of the Remuneration and 
Audit Committees and Senior Independent Director.

Alan Cole, 67
Independent non-executive Director
Mr Cole is currently a non-executive chairman of several 
companies including JP Morgan Income Growth plc and NAAFI 
Pension Trustees. He is also a non-executive director of Hexadex 
Limited. Between 1990 and 1999 he was chief executive of 
Transport Development Group plc. Mr Cole was a non-executive 
director of Burren Energy plc when it was admitted to the Official 
List in 2003. Mr Cole joined the Board on 9 May 2008.

Nicholas Corby, 494

Independent non-executive Director
Mr Corby has over 20 years experience in investing in the 
emerging markets. He is currently a partner and fund manager  
of Bridge Asset Management LLP, having previously been  
a director of Argo Capital Management. Mr Corby joined the 
Board on 19 December 2006.

James Donaldson, 55
Independent non-executive Director
Mr Donaldson has been a non-executive Director since 5 March 
2007. Since 1981, Mr Donaldson has worked with companies  
in exploration, development and production of hydrocarbons.  
Mr Donaldson is based in the United States and is involved  
in numerous domestic oil and gas projects, primarily in the  
US mid-continent. He was initially appointed to represent  
the European Bank of Reconstruction and Development (EBRD),  
one of the Company’s major shareholders. He has, however,  
no contractual relationship with the EBRD. 

Nick Hooke, 51
Independent non-executive Director
Mr Hooke is a chartered petroleum engineer and a fellow of the 
Energy Institute. He has over 25 years of oil and gas experience. 
Mr Hooke has worked in a variety of technical, commercial and 
management roles with Esso and Conoco and is currently an 
executive director of Challenge Energy, an oil and gas advisory 
company which he founded in 1997. Mr Hooke joined the Board 
on 9 May 2008.

1	 Mr A Sawka resigned as a Director on 18 June 2009.
2	 Mr PA Biddlestone resigned as a Director on 30 June 2009.
3	 Mr VP Vivcharyk resigned as a Director on 9 June 2009.
4	 As advised to shareholders on 9 June 2009 Mr N Corby became Commercial 

Director and ceased to be an independent non-executive Director.
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Revised Corporate Governance

The Board of Cadogan Petroleum plc is committed to the highest standards of corporate governance and bases its actions  
on the principles set out in the June 2006 Combined Code on Corporate Governance (the ‘Code’) published by the Financial  
Reporting Council. 

This statement describes how the Company applies the principles of the Code.

Since the listing of the Company’s Ordinary shares and admission to trading on the London Stock Exchange on 23 June 2008 
(‘Admission’), the Company has complied with the provisions set out in Section 1 of the Code with the following exceptions:

Code provision A.6.1 – No formal performance evaluation of the Board, its Committees and its individual Directors has  •	
been undertaken. 
Code provision A.1.3 – The Senior Independent Director has not met with the non-executive Directors to review the performance •	
of the Chairman, following a Board performance evaluation.

The reasons for both of these exceptions are set out on page 16 under the heading ‘Performance evaluation 2008’.

Board
The Board provides leadership and stewardship. The Board comprises the Chairman, Chief Executive Officer, Chief Financial Officer, 
Chief Operating Officer, Asset Development Director and five independent non-executive Directors. With the exception of the Interim 
Chief Executive Officer, all Directors were appointed before Admission, and have all served since that date. The membership of the 
Board and biographical details for all of the Directors are incorporated into this report by reference and appear on page 14.

The Board has a formal schedule of matters specifically reserved for it to decide, including approval of acquisitions and disposals, 
major capital projects, financial results, Board appointments, dividend recommendations, material contracts and Group strategy.  
The Board met four times formally since Admission. 

The Chairman, in conjunction with the Company Secretary, plans the programme for the Board during the year, including visits 
to the Group’s operational sites in Ukraine, where the Directors receive presentations from local management on performance
and opportunities. The agenda for Board and Committee meetings is considered by the relevant Chairman and issued with 
supporting papers during the week preceding the meeting. For each Board meeting, the Directors receive a Board pack including 
detailed monthly management accounts, briefing papers on commercial and operational matters and major capital projects 
including acquisitions. 

 
The attendance of those Directors in place at the year end at Board and Committee meetings since Admission was as follows:

					     Audit	 Nomination	 Remuneration 
				    Board	 Committee	 Committee	 Committee

No. Held				    4	 2	 1	 6

No. Attended:				  
SP Duffy				    4	 –	 1	 –
MC Tolley				    4	 –	 –	 –
A Sawka				    4	 –	 –	 –
VP Vivcharyk				    3	 –	 –	 –
PA Biddlestone				    4	 –	 1	 –
PJ Dayer				    4	 2	 –	 6
AC Cole				    4	 2	 –	 6
NC Corby				    3	 –	 –	 –
JC Donaldson				    4	 2	 –	 –
NJ Hooke				    3	 –	 1	 6

In addition to the formal Board meetings there have been numerous informal meetings and calls, most of them attended by the 
majority of Directors, to discuss the licence issues and other challenges facing the Group. In the four months since the end of the 
financial year there have been five formal Board meetings, as well as many informal meetings.

A procedure exists for the Directors, in the furtherance of their duties, to take independent professional advice if necessary, under  
the guidance of the Company Secretary and at the Company’s expense. All Directors have access to the advice and services of the 
Company Secretary, who is responsible to the Chairman for ensuring that Board procedures are complied with and that applicable 
rules and regulations are followed. 

Board independence
The roles and responsibilities of Chairman and Chief Executive Officer are separate. A formal division of each individual’s 
responsibilities has been agreed and documented by the Board. Philip Dayer is the Senior Independent Director.

The non-executive Directors bring an independent view to the Board’s discussions and the development of its strategy. Their range of 
experience ensures that management’s performance in achieving the business goals is challenged appropriately. All the non-executive 
Directors are considered by the Board, in accordance with the Code, to be independent. Notwithstanding James Donaldson’s former 
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association with the European Bank for Reconstruction and Development Limited (a major shareholder of the Company, who initially 
appointed him to represent them on the Board but with whom James Donaldson now has no contractual relationship), James Donaldson 
is considered to be independent in character and judgement. Nicholas Corby is considered to be independent in judgement and 
character, notwithstanding his current role as partner and fund manager of Bridge Asset Management LLP whose investment in the 
Company is not deemed large enough to compromise his independence.

The letters of appointment for non-executive Directors are available for review at the Registered Office and prior to the Annual 
General Meeting. For information regarding the Annual General Meeting please refer to the separate Shareholder Circular.

Performance evaluation 2008
In view of the limited time since Admission there has been no formal review of Board performance. Preliminary plans are in place for a 
review towards the end of the 2009 financial year. Despite not having undertaken a formal review, the Chairman is satisfied that each 
of the Directors being put forward for re-election at the forthcoming Annual General Meeting continues to be effective and that their 
ongoing commitment to the role is undiminished.

Responsibilities and membership of Board committees
The Board has agreed written terms of reference for the Nomination Committee, Remuneration Committee and Audit Committee. 
The terms of reference for all three Board Committees are published on the Company’s website, www.cadoganpetroleum.com, and 
are also available from the Company Secretary at the Registered Office. A review of the terms of reference, membership and activities 
of all Board Committees is detailed on pages 18 to 21 and page 26.

Internal control 
The Directors are responsible for the Group’s system of internal control and for maintaining and reviewing its effectiveness. The 
Board has delegated responsibility for the review of the Group’s internal controls to the Audit Committee. The Group’s systems 
and controls are designed to safeguard the Group’s assets and to ensure the reliability of information used both within the business 
and for publication.

Due to the withholding of information and other alleged irregular behaviour by some of the former executive Directors of the Company 
the internal control process for the Group was overridden in 2008 (see note 3(b) of the Revised Consolidated Financial Statements for 
further information). All senior management at Executive Committee level and above have, since December 2008, resigned. The 
Board will continue to review the procedures and systems being implemented throughout the Group to ensure these are robust.

Systems are designed to manage, rather than eliminate, the risk of failure to achieve business objectives and can provide only 
reasonable, and not absolute, assurance against material misstatement or loss. 

The key features of the internal control systems which operated since Admission and up to the date of signing the accounts are 
documented in the Group’s Financial Reporting Procedures Manual. This manual has been circulated throughout the Group. 

Day-to-day responsibility for the management and operations of the business has been delegated to the Chief Executive and his 
Executive Committee, comprising the Chief Financial Officer, Chief Operating Officer, Asset Development Director, Operations 
Director and Health, Safety and Environment Director. The Company Secretary attends all Executive Committee meetings.

Certain specific administrative functions are controlled centrally. Taxation, treasury, legal and insurance functions report to the Chief 
Financial Officer. The health and safety and environment functions report to the Chief Executive Officer. An overview of the Group’s 
treasury policy is set out on page 9.

The Group does not have an internal audit function. Due to the small scale of the Group’s operations at present and the short  
time since Admission, the Board do not feel that it is appropriate or economically viable to have this function in place. The Audit 
Committee will continue to consider the position periodically. 

Relations with shareholders
The Executive Directors of the Company have a regular dialogue with analysts and substantial shareholders. 

The Group’s financial advisers maintain a dialogue with major shareholders and after each investor roadshow compile a report  
of shareholders’ views on key issues and management performance. This report is subsequently provided to the Board.

The Annual General Meeting is used as an opportunity to communicate with all shareholders. In addition, preliminary results are 
posted on the Company’s website, www.cadoganpetroleum.com, as soon as they are announced. The Notice of the Annual General 
Meeting to be held on Tuesday 30 June 2009 is contained in the separate Shareholder Circular and will be sent to shareholders at 
least 20 business days before the meeting. Each substantially separate issue is proposed in the Notice of Annual General Meeting  
as a separate resolution and there are separate resolutions relating to the Annual Financial Report and the Directors’ Remuneration 
Report. Furthermore, it is intended that the Chairmen of the Nomination, Audit and Remuneration Committees will be present at the 
Annual General Meeting. At the meeting, all resolutions will be taken on a poll and the results published on the Company’s website 
www.cadoganpetroleum.com.
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Going concern 
After making enquiries, the Directors have a reasonable expectation that the Company and the Group have adequate resources to 
continue in operational existence for the foreseeable future. Accordingly, they continue to adopt the going concern basis in preparing 
the Consolidated and Company Financial Statements. For further detail refer to the detailed discussion of the assumptions outlined in 
note 3 to the Revised Consolidated Financial Statements.

Directors’ responsibilities
The Directors are responsible for preparing the Annual Report, Directors’ Remuneration Report and the financial statements  
in accordance with applicable law and regulations. 

Company law requires the Directors to prepare financial statements for each financial year. The Directors are required by the 
International Accounting Standards (‘IAS’) Regulation to prepare the Group financial statements under International Financial 
Reporting Standards (‘IFRS’) as adopted by the European Union and have also elected to prepare the parent company financial 
statements in accordance with IFRS as adopted by the European Union. The Company and Group’s financial statements are also 
required by law to be properly prepared in accordance with the Companies Act 1985 and Article 4 of the IAS Regulation.

IAS 1 requires that financial statements present fairly for each financial year the Company and Group’s financial position, financial 
performance and cash flows. This requires the faithful representation of the effects of transactions, other events and conditions  
in accordance with the definitions and recognition criteria for assets, liabilities, income and expenses set out in the International 
Accounting Standards Board’s ‘Framework for the preparation and presentation of financial statements’. In virtually all circumstances, 
a fair presentation will be achieved by compliance with all applicable IFRSs. However, the Directors are also required to:

properly select and apply accounting policies;•	
present information, including accounting policies, in a manner that provides relevant, reliable, comparable and understandable •	
information; and
provide additional disclosures when compliance with the specific requirements in IFRSs are insufficient to enable users  •	
to understand the impact of particular transactions, other events and conditions on the entity’s financial position and  
financial performance.

The Directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time the financial 
position of the Company and enable them to ensure that the parent company financial statements comply with the Companies Act 
1985. They are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention 
and detection of fraud and other irregularities.

The Directors are responsible for the maintenance and integrity of the corporate and financial information included on the Company’s 
website. Legislation in the United Kingdom governing the preparation and dissemination of financial statements may differ from 
legislation in other jurisdictions. 

Disclosure of information to auditors 
As required by section 234ZA of the Companies Act 1985, each of the Directors as at 20 April 2009 confirms that:
(a)	so far as the Director is aware, there is no relevant audit information of which the Company’s auditors are unaware; and
(b)	the Director has taken all the steps that he ought to have taken as a Director in order to make himself aware of any relevant  

audit information and to establish that the Company’s auditors are aware of that information. 

Words and phrases used in this confirmation should be interpreted in accordance with section 234ZA of the Companies Act 1985. 

The disclosures made at 20 April 2009 by certain former executive Directors were not accurate and as a result of which the original 
financial statements have been revised and restated. The current Board has revisited the disclosure made in April 2009 and confirms 
that as required by section 234ZA of the Companies Act 1985 as at 8 October 2009 to the best of its knowledge and with the 
information available to date, all relevant information has been disclosed.
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Revised Board Committee Reports

Audit Committee Report
Philip Dayer (Chairman)
Alan Cole (non-executive Director)
Nicholas Corby (non-executive Director)1

James Donaldson (non-executive Director)

The Audit Committee (the ‘Committee’) is appointed by the Board, on the recommendation of the Nomination Committee, from 
the non-executive Directors of the Group. The Committee’s terms of reference include all matters indicated by the Combined 
Code. They are reviewed annually by the Committee and any changes are then referred to the Board for approval. The terms of 
reference of the Committee are published on the Company’s website, www.cadoganpetroleum.com, and are also available from 
the Company Secretary at the Registered Office. Three members constitute a quorum.

Responsibilities
To monitor the integrity of the annual and interim financial statements, the accompanying reports to shareholders, and •	
announcements regarding the Company’s results. 
To review and monitor the effectiveness and integrity of the Company’s financial reporting and internal financial controls. •	
To review the effectiveness of the process for identifying, assessing and reporting all significant business risks and the •	
management of those risks by the Company.
To oversee the Company’s relations with the external auditors and to make recommendations to the Board, for approval by •	
shareholders, on the appointment and removal of the external auditors.
To consider whether an internal audit function is appropriate to enable the Committee to meet its objectives.•	
To review the Company’s arrangements by which staff of the Company may, in confidence, raise concerns about possible •	
improprieties in matters of financial reporting or other matters. 

Governance
The Committee was in place throughout 2008. On 9 May 2008, prior to Admission, Peter Biddlestone and Nicholas Corby resigned 
from the Committee and Philip Dayer, Alan Cole and James Donaldson were appointed to the Committee. On 11 November 2008 
Nicholas Corby was reappointed. All four members were non-executive Directors who are considered to be independent in 
accordance with provision A.3.1 of the Combined Code.

The Committee is chaired by Philip Dayer who is a chartered accountant and has recent and relevant financial experience in 
corporate finance, specialising in advising small and mid cap companies and as a non-executive director of several other  
listed companies.

The Committee met three times during the year, twice after Admission. Attendance at meetings is shown on page 15. 

At the invitation of the Committee, the Chief Financial Officer, Group Financial Controller and external auditors regularly attend.

The Audit Committee also meets the external auditors without management being present.

Activities of the Audit Committee
During the year the Committee discharged its responsibilities as follows:

Financial statements
The Committee examined the Group’s consolidated and Company’s financial statements, and considered the appropriateness of 
accounting policies adopted and whether the financial statements give a true and fair view, prior to recommending them to the 
Board. In light of the alleged procurement irregularities, the improper capitalisation of certain payments in the 2006, 2007 and 
2008 Annual Financial Reports, and any potential adjustment to the carrying value of the Group’s oil and gas assets as a result of 
the new CPR, the users of the financial statements should take specific note of the Fundamental Uncertainty statement included in 
note 3(b) to the Revised Consolidated Financial Statements.

Internal controls and risk management
In addition the Committee reviews and keeps under review financial and control issues throughout the Group including the 
Group’s key risks and the approach for dealing with them. During the year the Board decided to disband the Risk Committee  
and to transfer its responsibility to the Audit Committee.

1	 Mr NA Corby became Commercial Director on 9 June 2009 and stepped down as a member of the Audit Committtee.
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External auditors
The Committee is responsible for recommending to the Board for approval by the shareholders the appointment of the 
external auditors.

The Committee considers the scope and materiality for the audit work, approves the audit fee, and reviewed the results of the 
external auditors’ work. Following the conclusion of the 2008 audit it will consider the effectiveness of the external auditors during 
the process.

There is an agreed policy on the engagement of the external auditors for non-audit services to ensure that their independence and 
objectivity are safeguarded. Work closely related to the audit, such as taxation or financial reporting matters, can be awarded to 
the auditors by the executive Directors provided the work does not exceed £50,000 in fees per item. Work exceeding £50,000 
requires approval by the Committee. In addition, the Committee reviewed the independence of the advice given to the 
Remuneration Committee by Deloitte LLP and satisfied itself that sufficient procedures were in place to guarantee independence. 
All other non-audit work either requires Committee approval or forms part of a list of prohibited services, where it is felt 
independence or objectivity may be compromised.

Internal audit
During the year the Committee considered the necessity for an internal audit function. It concluded that at the present time  
due to the size of the Group and the current stage of development, an internal audit function will be of little benefit to the Group.  
The Committee intends to review this periodically.

Whistleblowing policy
The Group’s whistleblowing procedure provides a mechanism for employees to raise serious concerns. This was implemented 
during the year and the Committee received confirmation that it had been circulated to all staff in the UK and Ukraine. 

Overview
As a result of its work during the year, the Committee has concluded that it has acted in accordance with its terms of reference 
and has ensured the independence and objectivity of the external auditors. A formal review of the Committee’s effectiveness has 
not been undertaken, due to the short period of time since Admission; however a review will be conducted alongside the Board 
evaluation process planned for later in 2009. The Chairman of the Audit Committee will be available at the Annual General Meeting 
to answer any questions about the work of the Committee. 

On behalf of the Audit Committee

Philip Dayer
Chairman of the Audit Committee
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Revised Board Committee Reports
continued

Health, Safety and Environment Committee Report
Ian Baron (Chairman)
Peter Biddlestone (Asset Development Director)1

Nick Hooke (non-executive Director)
Vladimir Jovanovich (Group Health and Safety Environment Director)

The Health, Safety and Environment Committee (the ‘Committee’) is appointed by the Board, on the recommendation of the 
Nomination Committee. The Committee’s terms of reference are reviewed annually by the Committee and any changes are  
then referred to the Board for approval. The terms of reference of the Committee are published on the Company’s website,  
www.cadoganpetroleum.com, and are also available from the Company Secretary at the Registered Office. Two members 
constitute a quorum, one of whom must be an independent non-executive Director.

Responsibilities
To develop a framework of the policies and guidelines for the management of health, safety and environment issues within  •	
the Group.
Evaluate the effectiveness of the Group’s policies and systems for identifying and managing health, safety and environmental •	
risks within the Group’s operation.
Assess the policies and systems within the Group for ensuring compliance with health, safety and environmental  •	
regulatory requirements.
Assess the performance of the Group with regard to the impact of health, safety, environmental and community relations •	
decisions and actions upon employees, communities and other third parties and also assess the impact of such decisions  
and actions on the reputation of the Group and make recommendations to the Board on areas for improvement.
On behalf of the Board, receive reports from management concerning all fatalities and serious accidents within the Group  •	
and actions taken by management as a result of such fatalities or serious accidents.
Evaluate and oversee, on behalf of the Board, the quality and integrity of any reporting to external stakeholders concerning •	
health, safety, environmental and community relations issues.
Where it deems it appropriate to do so, appoint an independent auditor to review performance in regard to health, safety, •	
environmental and community relations matters and review any strategies and action plans developed by management  
in response to issues raised and, where appropriate, make recommendations to the Board concerning the same.

Governance
The Committee was in place throughout 2008. On 9 May 2008, prior to Admission, Nick Hooke was appointed to the Committee. 
On 19 March 2009 Mark Tolley resigned as a Director of the Company and the Interim Chief Executive Officer, Ian Baron, was 
appointed to the Committee and became Chairman of the Committee.

The Committee met four times during the year, three times after Admission. 

Activities of the Health, Safety and Environment Committee
During the year the Committee discharged its responsibilities as follows:

Reviewed existing Health, Safety and Environment policies to ensure completeness.•	
Developed a Health and Safety management system.•	
Developed appropriate reporting systems for incidents.•	
Created an Environmental Action Plan.•	

Overview
As a result of its work during the year, the Committee has concluded that it has acted in accordance with its terms of reference. 

On behalf of the Health, Safety and Environment Committee

Ian Baron
Chairman of the Health, Safety and Environment Committee

1	 Mr PA Biddlestone resigned as a Director with effect from 30 June 2009.
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Nomination Committee Report
Simon Duffy (Chairman)
Peter Biddlestone (Asset Development Director)1

James Donaldson (non-executive Director)
Nick Hooke (non-executive Director)

The Nomination Committee (the Committee) is appointed by the Board predominantly from the non-executive Directors of 
the Group. Peter Biddlestone is an executive Director of the Company, but the majority of the members are independent 
non-executive Directors. The Committee’s terms of reference include all matters indicated by the Combined Code. They are 
reviewed annually by the Committee and any changes are then referred to the Board for approval. The terms of reference of the 
Committee are published on the Company’s website, www.cadoganpetroleum.com, and are also available from the Company 
Secretary at the Registered Office. Three members constitute a quorum.

Responsibilities
To regularly review the structure, size and composition (including the skills, knowledge and experience) required of the Board •	
compared to its current position and make recommendations to the Board with regard to any changes.
Be responsible for identifying and nominating for the approval of the Board, candidates to fill Board vacancies as and when  •	
they arise.
Before appointment is made by the Board, evaluate the balance of skills, knowledge and experience on the Board and, in  •	
the light of this evaluation, prepare a description of the role and capabilities required for a particular appointment. In identifying 
suitable candidates the Committee shall use open advertising or the services of external advisers to facilitate the search and 
consider candidates from a wide range of backgrounds on merit, taking care that appointees have enough time available to 
devote to the position.

The Committee shall also make recommendations to the Board concerning:
Formulating plans for succession for both executive and non-executive Directors and in particular for the key roles of Chairman •	
and Chief Executive Officer.
Membership of the Audit and Remuneration Committees, in consultation with the Chairmen of those committees.•	
The reappointment of any non-executive Director at the conclusion of their specified term of office having given due regard to •	
their performance and ability to continue to contribute to the Board in the light of the knowledge, skills and experience required.
The re-election by shareholders of any Director under the ‘retirement by rotation’ provisions in the Company’s Articles of •	
Association having due regard to their performance and ability to continue to contribute to the Board in the light of the 
knowledge, skills and experience required.
Any matters relating to the continuation in office of any Director at any time including the suspension or termination of service  •	
of an executive Director as an employee of the Company subject to the provisions of the law and their service contract.

Governance
The Committee was in place throughout 2008. On 9 May 2008, prior to Admission, Nicholas Corby, Mark Tolley and Alexander 
Sawka resigned from the Committee and Simon Duffy and Nick Hooke were appointed to the Committee. James Donaldson was 
appointed on 11 November 2008. Apart from Peter Biddlestone all members were non-executive Directors who are considered  
to be independent in accordance with provision A.3.1 of the Combined Code.

The Committee met four times during the year, once after Admission. Attendance at meetings is shown on page 15. 

At the invitation of the Committee, the Chief Executive Officer can attend the meeting.

Activities of the Nomination Committee
During the year the Committee discharged its responsibilities as follows:

Identified a suitable non-executive Chairman, Senior Independent Director and a further two non-executive Directors,  •	
to be appointed to the Board prior to the Initial Public Offering using the services of an external search agency.
Arranged the transfer of Peter Biddlestone from non-executive to executive Director status.•	
Recommended to the Board the membership structure of the Audit and Remuneration Committees. •	
Reviewed the overall Board structure following the conclusion of the Initial Public Offering. •	

Overview
As a result of its work during the year, the Committee has concluded that it has acted in accordance with its terms of reference.  
A formal review of the Committee’s effectiveness has not been undertaken, due to the short period of time since Admission. 
However a review will be conducted alongside the Board evaluation process planned for later in 2009. The Chairman of the 
Nomination Committee will be available at the Annual General Meeting to answer any questions about the work of the Committee. 

On behalf of the Nomination Committee

Simon Duffy
Chairman of the Nomination Committee

1	 Mr PA Biddlestone resigned as a Director on 30 June 2009.
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Revised Other Statutory Information

Directors
The following were Directors during the year and held office throughout the year, unless otherwise indicated: 

Mark Tolley, Chief Executive Officer (resigned 19 March 2009)
Ian Baron, Interim Chief Executive Officer (resigned as non-executive Director on 18 April 2008 and was subsequently appointed 
Interim Chief Executive Officer on 19 March 2009)
Alexander Sawka, Chief Financial Officer1

Peter Biddlestone, Asset Development Director2

Vasyl Vivcharyk, Chief Operating Officer3

Philip Dayer, non-executive Director (appointed 9 May 2008)
Alan Cole, non-executive Director (appointed 9 May 2008)
Nicholas Corby, non-executive Director4

James Donaldson, non-executive Director
Nick Hooke, non-executive Director (appointed 9 May 2008) 
William Jeffcock (resigned 18 April 2008) 

Biographical details for all Directors are shown on page 14.

1	 Mr  A Sawka resigned as a Director on 18 June 2009.
2	 Mr PA Biddlestone resigned as a Director on 30 June 2009.
3	 Mr VP Vivcharyk resigned as a Director on 9 June 2009.
4	 Mr N Corby was appointed Commercial Director on 9 June 2009 and ceased to be an independent non-executive Director.

Directors’ interests in shares
The beneficial interests of the Directors in office as at 31 December 2008 and connected persons in the Ordinary shares of the 
Company at 31 December 2008 are set out below. Options granted under the 2007 Share Option Plan, the 2008 Share Option 
Plan and the 2008 Approved Option Plan and shares awarded under the 2008 Performance Share Plan are shown on page 32  
of this report.

There have been no changes in the Directors’ interests in shares granted by the Company between the end of the financial year and 
20 April 2009. An update will be given in the Notice of Annual General Meeting.

Shares as at					     2008	 2007	 20071

SP Duffy					     32,609	 –2	 –
MC Tolley					     2,869,731	 8,027,1963	 2,675,731
A Sawka					     492,035	 1,476,1073	 492,035
PA Biddlestone					     3,431	 10,2943	 3,431
VP Vivcharyk					     1,109,709	 3,329,1273	 597,713
AC Cole					     17,391	 –2	 –
NC Corby					     423,333	 1,270,0002	 423,333
PJ Dayer					     21,739	 –2	 –
JC Donaldson					     –	 –3	 –
NJ Hooke					     17,392	 –2	 –

1	 For easier comparison with shareholdings as at 31 December 2008, this column shows each Director’s shareholding as at 31 December 2007 or at 9 May 2008 (as applicable in 
accordance with note 2 below) as if it had been consolidated at that time on the same basis as the share capital consolidation which took place on 10 June 2008 (as described 
below under the heading ‘Structure of share capital’).

2	 Shares held on appointment as a Director on 9 May 2008.
3	� Shares disclosed as at 31 December 2007 represent the number of shares in issue before the share consolidation on 10 June 2008 associated with the Initial Public Offering 

on 23 June 2008 (as described below under the heading ‘Structure of share capital’). 

Dividends
The Directors do not recommend payment of a dividend for the year to 31 December 2008 (2007: £nil).

Law of Member State of Incorporation
Cadogan Petroleum plc is subject to the laws of England and Wales.

Structure of share capital
On 1 January 2008 the authorised capital of the Company was £6,000,000 consisting of 600,000,000 Ordinary shares of 1 pence 
each. There were 416,940,862 shares in issue.

On 14 January 2008, 3,731,422 Ordinary shares were allotted at an aggregate subscription price of £1,529,833. 

On 19 February 2008, 13,992,335 Ordinary shares were allotted at an aggregate subscription price of £5,535,000.

On 12 May 2008, 42,577,076 Ordinary shares were allotted at an aggregate subscription price of £17,456,601.



O
verview

D
irectors’ R

eport
R

em
uneration R

eport
Financial S

tatem
ents

G
lossary

S
hareholder Inform

ation
Cadogan Petroleum plc  Revised Annual Financial Report 2008 23

On 10 June 2008 the issued capital of the Company was consolidated so that every three Ordinary shares of 1 pence each became 
one new ordinary share of 3 pence each. On the same day the authorised share capital of the Company was increased from 
£6,000,000 to £30,000,000 by the creation of a further 800,000,000 new Ordinary shares of 3 pence each. The Companies 
(Acquisition of Own Shares) (Treasury Shares) Regulations 2003 (the ‘Regulations’) allow companies to hold shares in treasury rather 
than cancel them. Following the consolidation of the issued capital of the Company on 10 June 2008, 66 residual new Ordinary 
shares were transferred to treasury. No dividends have been paid on shares whilst held in treasury and no voting rights attach to  
the shares held in treasury.

On 17 June 2008, 66,443,478 new Ordinary shares of 3 pence each were allotted at £2.30 per share in association with the global 
offer under the Initial Public Offering. The offer was fully subscribed. 

The authorised share capital of the Company is currently £30,000,000 divided into 1,000,000,000 Ordinary shares of 3 pence each. The 
number of shares in issue as at 31 December 2008 is 231,091,734 Ordinary shares of 3 pence each with a nominal value of £6,932,752.

Rights and obligations of Ordinary shares
On a show of hands at a general meeting every holder of Ordinary shares present in person or by proxy and entitled to vote shall 
have one vote and on a poll, every member present in person or by proxy, shall have one vote for every Ordinary share held. In 
accordance with the provisions of the Company’s Articles of Association, holders of Ordinary shares are entitled to a dividend where 
declared or paid out of profits available for such purposes. On a return of capital on a winding up holders of Ordinary shares are 
entitled to participate in such a return. 

Restrictions on transfer of securities
The restrictions on the transfer of shares in the Company are as follows:

The Board may, in its absolute discretion and without giving any reason, decline to register any transfer of any share which is not  •	
a fully paid share. 
The Board may also decline to register any transfer of a certificated share unless:•	
(a)	the instrument of transfer, duly stamped (or duly certified or otherwise shown to the satisfaction of the Board to be exempt from 

stamp duty), is lodged at the place where the register of members of the Company is kept accompanied by the certificate for 
the shares to which it relates (save in the case of a transfer by a person to whom the Company is not required by law to issue  
a certificate and to whom a certificate has not been issued) and such other evidence as the Board may reasonably require to 
show the right of the transferor to make the transfer and, if the instrument of transfer is executed by some other person on his 
behalf, the authority of that person so to do;

(b)	the instrument of transfer is in respect of only one class of share; and
(c)	in the case of a transfer to joint holders, the number of joint holders to whom the share is to be transferred does not  

exceed four.
Where a shareholder has declined to provide certain information requested by the Company in accordance with the Companies •	
Act, the Board can, in certain circumstances, refuse to register a transfer of such shares.
Restrictions may be imposed on certain employees who are required to seek approval from the Company before dealing in shares •	
in accordance with the requirements of the Listing Rules of the United Kingdom Listing Authority.
Awards of shares under the Company incentive arrangements, the Performance Share Plan, are subject to restrictions on •	
transfers of shares prior to vesting.
Certain institutional and private investors (the ‘Locked-up Shareholders’), the Directors and certain senior management agreed to  •	
enter into lock-up arrangements in respect of their holdings of, or options to subscribe for, Ordinary shares held prior to the  
Global Offer in June 2008. The executive Directors and senior management have agreed not to sell any Ordinary shares or options  
to subscribe for Ordinary shares held by them for a staggered period of three years from 23 June 2008, the date of Admission, subject 
to customary exceptions, such that one third of Ordinary shares/options to subscribe held by them will become free of lock-up at each 
of the following times: a) 12 months from Admission; b) following publication of the preliminary results for the year ending 31 December 
2009; and c) following publication of preliminary results for the year ending 31 December 2010. The non-executive Directors have 
agreed not to sell any Ordinary shares held by them for a period 12 months from Admission. The Locked-up Shareholders have agreed 
not to sell any Ordinary shares held by them for a period of 180 days from Admission, subject to certain customary arrangements. 
Customary ‘orderly market’ obligations apply to Locked-up Shareholders for a further 180 days following the end of the first 180 days 
being locked up.

Exercise of rights of shares in employee share schemes
None of the share awards under the Company’s incentive arrangements are held in trust on behalf of the beneficiaries.

Restrictions on voting deadlines
The notice of any general meeting of the Company shall specify the deadline for exercising voting rights and appointing a proxy or 
proxies to vote at a general meeting. It is the Company’s policy at present to take all resolutions at a general meeting on a poll and  
the results of the poll are published on the Company’s website after the meeting.
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continued

Significant direct and indirect holdings of securities
As at 20 April 2009 the Company had been notified of the following voting rights attached to the Company’s shares in accordance 
with the Disclosure and Transparency Rules:
						      Number of	 % of total 
Major shareholder						      shares held	 voting rights

Lloyds Banking Group plc						      22,729,251	 9.84
Altima Partners						      19,617,428	 8.49
HBK Capital Management						      16,525,999	 7.15
Deutsche Bank AG						      15,602,120	 6.75
QVT Financial LP						      14,323,641	 6.20
European Bank of Reconstruction and Development Ltd					     11,632,866	 5.03
JP Morgan						      11,625,000	 5.03
William Jeffcock						      11,206,950	 4.85
DB UK Holdings Limited						      10,569,080	 4.57
Ingalls and Snyder LLC						      7,333,333	 3.17
Thames River Capital						      6,977,400	 3.02

An update will be given in the Notice of the Annual General Meeting, in the separate Shareholder Circular.

Directors’ indemnities and insurance
The Company continues to maintain Directors and Officers Liability Insurance. The Company has not entered into any indemnities 
directly with individual Directors.

Appointment and replacement of Directors
The Company may by ordinary resolution appoint any individual to the Board. The Board may appoint any individual willing to act  
as a Director either to fill a vacancy or act as an additional Director. The appointee can only hold office until the next annual general 
meeting whereupon he will be put forward for reappointment.

The Company’s Articles of Association prescribe that there should be no less than three Directors and no more than 15. 

Amendment of the Company’s Articles of Association
The Company’s Articles of Association can only be amended by a special resolution at a general meeting of shareholders.

Payments to creditors
It is the Group’s policy to make payments to suppliers in accordance with agreed terms provided that the supplier has performed  
in accordance with the relevant terms and conditions. Creditor days for the Group for the year ended 31 December 2008 were an 
average of 20 days (2007: 45 days). The Company creditor days at 31 December 2008 were 12 days (2007: 45 days). 

Charitable and political donations
The Group has made charitable donations of £363,382 (2007: £122,276) during the year principally to charities serving the local 
communities in which the Group operates in Ukraine. No payments were made to political parties. 

Post-balance sheet events
On 19 March 2009, Mark Tolley relinquished his role as Chief Executive Officer and stepped down from the Board with immediate 
effect. In his place the Board appointed Ian Baron as Interim Chief Executive Officer and as a Director for an initial period of three 
months from 19 March 2009.

Auditors
Deloitte LLP have indicated that they are willing to continue in office. Their reappointment, at a remuneration to be agreed by the 
Directors, will be proposed at the Annual General Meeting.

Powers of Directors
The Directors are responsible for the management of the business and may exercise all powers of the Company subject to UK 
legislation, any directions given by special resolution and the Memorandum and Articles of Association.

At a general meeting held on 10 June 2008 the Directors were authorised to allot new Ordinary shares up to an aggregate nominal 
amount of £21,203,690 for the purpose of the global offer. 66,443,478 Ordinary shares with a nominal value of £1,993,304.30 were 
allotted on 23 June 2008. This power will expire at the next Annual General Meeting and a resolution will be proposed at that meeting 
to renew it. 
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Change of control – significant agreements
The Company has entered into one significant agreement which contains provisions which allow a counterparty to alter and amend 
the terms of the agreement following a change of control of the Company. The details are as follows:

under an agreement dated 26 December 2007 to purchase the whole of the issued share capital of Ramet Holdings Ltd from •	
Mark Tolley, should a change of control of the Company occur within two years of purchase, then a payment of USD5 million, less 
the value of any payment made under the profit-share arrangement will be made to the seller.

Should a change in control occur then the executive Directors and certain senior staff are entitled to a payment of salary and benefits 
for a period of between six and 12 months. 

Certain of the Company’s long-term incentive arrangements contain provisions which permit awards or options to vest or become 
exercisable on a change of control in accordance with the rules of the plans. 

This Directors’ Report comprising pages 4 to 25 has been approved by the Board and signed on its behalf by:

Stefan Bort
Company Secretary
8 October 2009 (originally approved on 20 April 2009)

Registered Office:
5th Floor, 4/5 Grosvenor Place, London SW1X 7HJ
Company registered in England and Wales – No 5718406
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Revised Remuneration Committee Report

At the time of the listing of the Company’s Ordinary shares and admission to trading on the London Stock Exchange on 23 June 
2008 (‘Admission’), the Remuneration Committee (the ‘Committee’), undertook a review of remuneration policy and arrangements to 
ensure that these continued to support the Company’s long-term business strategy and the creation of future shareholder value.

Following this review, the Committee determined that the remuneration arrangements should focus on performance related elements 
of pay, which are provided through our annual bonus plan and our primary long-term incentive vehicle, the 2008 Performance Share 
Plan (‘PSP’). Base salary policy was therefore positioned towards the lower end of market practice for companies with comparable 
stock market capitalisations to that anticipated for the Company at the time of Admission. The opportunity for executives to earn 
exceptional reward would be if, and only if, exceptional annual and long-term performance is achieved and value has been created  
for our shareholders. 

Since Admission operational conditions have been very challenging for the Company. In light of this and the current economic 
climate, the Committee has determined that no base salary increases will be awarded to executive Directors for 2009 and no cash 
bonuses will be paid in respect of 2008. Further, the Committee has requested Deloitte LLP to carry out a new benchmarking 
exercise against a comparator group from the oil and gas sector companies of a similar size and complexity to the Company. 

In order to align executives’ interests with shareholders and to incentivise them to drive long-term business performance, the Company 
granted awards under the Performance Share Plan during the year. The proposed level of awards had been previously set out in the 
prospectus issued by the Company prior to Admission. The vesting of these awards is subject to the achievement of production and 
proven reserves targets. These measures were selected to best reflect value creation for shareholders, given the Company’s current 
stage of evolution. 

Awards will only vest in full if exceptional levels of performance are achieved, being production of 10,000 boepd as measured between 
1 July 2010 and 31 December 2010 and generation of 2P reserves of 360 mmboe, as at 31 December 2010. To demonstrate the 
improvement required, at the time these awards were granted, the Group’s 2P reserves were 83.0 mmboe and its daily production, 
including test production, was 436 boepd.

As a result of its work during the year, the Committee has concluded that it has acted in accordance with its terms of reference. A formal 
review of the Committee’s effectiveness has not been undertaken due to the short period of time since Admission. However, a review 
will be conducted alongside the Board performance evaluation planned for later in 2009. 

Following the internal investigation, as a result of the alleged procurement irregularities, the Committee were made aware that VP 
Vivcharyk had certain employment contracts with the Group’s Ukrainian subsidiary companies, the payments from which had not 
been disclosed or reported to the Committee. Accordingly the Revised Directors’ Remuneration Report contained in the Revised 
Annual Financial Report for 2008 has been amended to reflect these payments. Following these changes and subject to the 
fundamental uncertainty discussed in note 3(b) to the Revised Financial Statements, the Revised Directors’ Remuneration Report 
reflects the position as at the original date of approval on 20 April 2009.

The Remuneration Committee unanimously recommends that shareholders vote to approve the Revised Directors’ Remuneration 
Report at the 2009 Annual General Meeting.

Philip Dayer
Chairman of the Remuneration Committee
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Revised Directors’ Remuneration Report

This report has been prepared in accordance with the Directors’ Remuneration Report Regulations 2002 and will be submitted to the 
shareholders for their approval at the Annual General Meeting of the Company to be held on 30 June 2009. In preparing this report, 
the Board has followed the provisions of Schedule A to the June 2006 FRC Combined Code.

Composition and terms of reference of the Remuneration Committee
The Remuneration Committee (the ‘Committee’) is appointed by the Board, on the recommendation of the Nomination Committee, 
from the non-executive Directors of the Company.

The Committee is committed to principles of accountability and transparency to ensure that remuneration arrangements demonstrate 
a clear link between reward and performance. In its work, the Committee considers fully the principles and provisions of the Combined 
Code on Corporate Governance. The terms of reference of the Committee (which will be reviewed annually) are published on the 
Company’s website, www.cadoganpetroleum.com, and are also available from the Company Secretary at the Registered Office. 

Responsibilities
In summary the Committee’s responsibilities, as set out in its terms of reference, are as follows:

To set remuneration policy for executive Directors, the Company Secretary and other members of the executive management  •	
as appropriate. 
To approve the design, award levels, performance measures and targets for any annual or long-term incentives and approve any •	
payments made and awards vesting under such schemes.
To determine the total individual remuneration package of each executive Director and other senior executives including bonuses, •	
incentive payments and share options or other share awards.
To ensure that contractual terms on termination, and any payments made, are fair to the individual and the Company. •	

Governance
The Committee for the year ending 31 December 2008 comprised the following non-executive Directors: Philip Dayer, Alan Cole 
and Nick Hooke (who were appointed on 9 May 2008) and Nicholas Corby1 (who was appointed on 11 November 2008). All four 
members are non-executive Directors who are considered to be independent in accordance with provision A.3.1 of the 
Combined Code. 

The Committee met six times during the year. Attendance at meetings is shown on page 15. 

The Committee appointed Deloitte LLP as its remuneration adviser. Deloitte LLP provide independent advice to the Committee on 
remuneration issues in accordance with the Committee’s terms of reference. They do not provide any other advice to the Company 
on remuneration. Deloitte LLP also provide audit services to the Company. Advisory partners and staff have no involvement in the 
audit, and are not involved in the preparation of audited information. The Committee also received legal advice from Denton Wilde 
Sapte LLP, who also provide other legal services to the Company.

At the discretion of the Committee, the Chairman and Chief Executive Officer can be invited to attend meetings when appropriate. 
The Committee is also supported by the Company Secretary.

The Chairman of the Remuneration Committee will be available at the Annual General Meeting to answer any questions regarding the 
Company’s remuneration policy and about the work of the Committee. 

Remuneration policy for executive Directors
In anticipation of the Company being admitted to the London Stock Exchange in June 2008, the Remuneration Committee 
commissioned Deloitte LLP to undertake a review of executive remuneration to ensure that arrangements are appropriately 
positioned to support our business strategy over the longer term and create value for our shareholders. As part of this review,  
the following key principles were established so that remuneration arrangements:

should align executive and employee interests with those of shareholders; •	
should help retain key executives and employees; and•	
should incentivise executives to achieve short-, medium- and long-term business targets which represent value creation for •	
shareholders. Exceptional reward should only be delivered if there are exceptional returns.

When establishing remuneration arrangements, the Committee takes into account these principles and UK market practice, as well 
as considering pay and conditions for employees below executive Directors.

The Committee intends to keep remuneration policy and arrangements under careful review for the forthcoming year in the context of 
the Company’s share price performance since listing and the evolving economic downturn. If it is intended to make any significant 
changes to the policy, the Committee will consult with shareholders.

1	 Mr N Corby was appointed Commercial Director on 9 June 2009 and ceased to be an independent non-executive Director.
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Revised Directors’ Remuneration Report
continued

Packages for executive Directors
Executive remuneration comprises a fixed base salary and the ability to receive annual cash bonuses and annual rewards under the 
Company’s Performance Share Plan. The Committee believes that remuneration should be focused on reward which is subject to 
performance rather than fixed, in order to create alignment between executives and shareholders. The majority of reward opportunity 
is therefore delivered through the Annual Bonus Plan and the Performance Share Plan. 

The chart below illustrates the proportion of remuneration that is fixed and the proportion that is variable for the maximum levels  
of performance. The value of share-based remuneration is taken without any assumptions for the increase or decline to reflect the 
subsequent share price performance following any award.

 

Base salary
Base salaries for executive Directors are set to reflect market practice while rewarding individuals in relation to the scope and 
responsibility of their role. The policy is to position base salaries towards the lower end of market practice compared to other  
UK listed oil and gas companies of a similar size and complexity to the Company. Recognising the fall in the Company’s market 
capitalisation since Admission and the resultant positioning of salaries against the market, as well as the general economic climate, 
there will be no base salary increases for executive Directors for 2009.

Other benefits
The executive Directors are contractually entitled to private medical insurance and life assurance cover. A housing allowance is paid 
to those executive Directors who are based in Ukraine, but have permanent residences in other jurisdictions.

Annual bonus
The purpose of the annual bonus structure is to incentivise senior management to achieve excellence in terms of short-term financial, 
strategic and operational performance. As set out in the prospectus at the time of admission, executives have the opportunity to earn  
an annual bonus of up to 150 per cent of base salary, whilst base salaries are set towards the lower end of market practice compared to 
other UK listed oil and gas sector companies of a similar size and complexity to the Company. Payment of any bonus is fully dependent 
on performance against the demanding targets set by the Remuneration Committee for the relevant financial year. Final payment remains 
at the discretion of the Committee. For the financial year ended 31 December 2008, the Committee decided that no cash bonuses would 
be paid. 

Bonuses for the year ending 31 December 2009 will be based on agreed performance targets. Full details of any bonus awarded 
against the targets together with details of the targets set will be disclosed in the 31 December 2009 Report and Accounts. 

Long-term incentive arrangements 
The 2008 Performance Share Plan is currently intended to be the primary long-term incentive arrangement for executive Directors and 
offers the opportunity to earn shares in the Company subject to the achievement of stretching production and reserves performance 
targets. The Company also operates the 2008 Share Option Plan although it is currently intended that this plan will only be used in 
exceptional circumstances such as recruitment and retention of key staff. 

2008 Performance Share Plan (PSP)
Awards can be made under the PSP at the discretion of the Remuneration Committee with a value of up to a maximum of 200 per 
cent of base salary (400 per cent in exceptional circumstances). As set out in the prospectus at the time of Admission it is the current 
intention to limit awards to a maximum of 150 per cent of base salary each financial year. Awards under the plan vest over a three 
year period subject to the achievement of stretching performance conditions. The Committee believes that at the current stage of the 
Company’s evolution, production and reserves targets are the most appropriate targets as they are clearly aligned with shareholder 
value creation and give precise targets to management.
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Following consultation with major shareholders, the Association of British Insurers and Riskmetrics, the Committee made awards in 
October 2008 under the PSP to executive Directors and selected senior managers. These awards vest 50 per cent subject to production 
performance and 50 per cent subject to proven and probable reserves performance for targets set out below if achieved between 1 July 
and 31 December 2010 and as at 31 December 2010 respectively: 
					   
					   
		  Production	 Reserves

Level of 				    Target	 Proportion	 2P target	 Proportion 
performance				    (boepd)	 of award	 (mmboe)	 of award

Good				    6,250	 One third	 220	 One third
Exceptional				    10,000	 Half 	 360	 Half 

Vesting between these points is on a straight-line basis.

2008 Share Option Plan 
Under the 2008 Share Option Plan the Committee can grant awards of up to a maximum of 200 per cent of base salary (400 per 
cent in exceptional circumstances) subject to the achievement of performance conditions. Options may be exercised between three 
and ten years from the date of grant provided that the performance criteria have been met. As noted above, it is currently intended 
that this plan will only be used in exceptional circumstances such as recruitment and retention of key staff. Performance conditions 
will be established by the Committee prior to grant and relate to significant shareholder value creation targets.

The 2008 Share Option Plan is an unapproved plan although the 2008 Approved Share Option Plan operates on similar terms and 
allows for the grant of options in a tax efficient manner.

Peter Biddlestone has worked for the Company for a number of years on a consultancy basis. Mr Biddlestone did not, however, 
participate in the 2007 Share Option Plan under which the other executive Directors were made awards of options in September 
2007. On 18 April 2008 Mr Biddlestone was appointed to the Board as Asset Development Director. The Committee therefore 
resolved to put in place cash bonus opportunities and to grant a one off award of share options with a market value of 400 per cent 
of base salary, to reward Mr Biddlestone for his contribution to the Company, and to incentivise him to drive the performance of the 
business, aligning his interests with those of shareholders and the other executives and for retention purposes. 

The share options under the 2008 Share Option Plan will only vest and the cash bonuses will only be paid upon the achievement of 
stretching share price and production targets (set out below). These targets are the same targets attached to awards made to other 
executive Directors prior to IPO. The Committee believe that the achievement of these measures will represent significant value 
creation for shareholders.

The options will vest subject to continued employment and on the achievement of each of the following:
 
Options		  Vesting criteria

Up to one third of share options		  Group sales over a continuous period of 90 days is in excess of 5,000 boepd.

Up to one third of share options		  Group sales over a continuous period of 90 days of at least 10,000 boepd.

Up to one third of share options			  The earlier of:
			   i. � The Company maintaining a daily average price per share of at least £3.276 for a 

period of 45 consecutive days.
			   ii. A sale of the Company at a per share price of at least £3.276.

Subject to the achievement of the above targets, the share options will become exercisable on 9 October 2011 at the earliest and will 
expire on 9 October 2018.

In addition, on the attainment of each of the above performance criteria, under the 2008 Share Option Plan, Mr Biddlestone will also 
be made a cash award to the value of one times his base salary at the date of award. The cash award will become payable at the 
time that the above target is achieved.

Future awards
The Remuneration Committee intends to make a further award under the 2008 Performance Share Plan to the executive Directors 
and certain key senior management. Prior to making any future award, the Remuneration Committee will consult with major 
shareholders, the Association of British Insurers and Riskmetrics. 

The Company intends to comply with the Association of British Insurers’ guidelines regarding the use of new issue shares under  
the plan. Currently awards over 0.97 per cent of share capital have been awarded to executive Directors under all plans granted  
since Admission.

Pension arrangements
No specific pension arrangements have been put in place for the executive Directors. UK tax resident Directors are entitled  
to participate in the Company Stakeholder arrangement, which is a defined contribution scheme, but are not eligible for a  
Company contribution. 
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Revised Directors’ Remuneration Report
continued

Replacement of Mark Tolley with Ian Baron as Chief Executive Officer 
On 19 March 2009 Mark Tolley relinquished the role of Chief Executive Officer and resigned from the Board. Ian Baron was appointed 
Interim Chief Executive Officer and a Director on that date. 

As a consequence Mr Tolley’s service agreement and the consultancy agreement between Mr Tolley, Marksman International Limited 
and the Company were terminated on 19 March 2009. As at 20 April 2009, being the date of signing the 2008 Annual Financial 
Report, the amount of any sums due in respect of the termination of these agreements had yet to be determined. The Remuneration 
Committee has decided not to exercise its discretion over awards made to Mr Tolley under the 2007 Share Option Plan and the 2008 
Performance Share Plan and accordingly only awards which have vested under the 2007 Share Option Plan can be exercised by him 
in the 12 month period following termination. These awards are disclosed in the tables on page 32. Full disclosure of any termination 
payments will be made in the 2009 Annual Financial Report.

The Company has entered into an agreement with Ian Baron and Energy Services Group Ltd, which provides Mr Baron’s services, 
for him to act as Interim Chief Executive Officer. The agreement is for an initial period of three months ending on 30 June 2009 and  
is for a fee of USD45,000 per calendar month plus expenses. The Board will subsequently determine whether to seek to extend this 
agreement or to put in place other suitable arrangements for the provision of Mr Baron’s services. In the event of a breach by either 
Mr Baron or the Company, this agreement becomes terminable immediately and without compensation for loss of office. 

Performance graph 
The graph below highlights the Company’s total shareholder return (‘TSR’) performance since listing compared to the FTSE All Share 
Oil & Gas Producers index. This index has been selected on the basis that it represents a sector specific group which is an 
appropriate group for the Company to compare itself against. TSR is the return from a share or index based on share price 
movements and notional reinvestment of declared dividends.
 

Service agreements
The Company’s policy on service agreements is that executive Directors’ agreements should, following any necessary initial notice 
period, be terminable by either the Company or the Director on not more than six months’ notice. The service agreements contain 
provision for early termination, among other things, in the event of a breach by the executive but make no provision for any 
termination benefits except in the event of a change of control of the Company where the executive becomes entitled to 12 months’ 
salary on termination by the Company. The service agreements contain restrictive covenants for a period of 12 months following 
termination of the agreement. Service agreements entered into before Admission contained an initial notice period of two years.

As is practice in Ukraine, the Chief Executive Officer, Chief Financial Officer and Chief Operating Officer, provide a portion of their 
services via service agreements and a portion via consultancy agreements either with the Director or with their personal services 
companies. The Asset Development Director provides all his services via a service agreement. The consultancy agreements contain 
provision for early termination for cause, among other things, in the event of a breach by the consultant and make no provision for any 
termination benefits. 

Details of service agreements in place as at 31 December 2008 are set out below:

			   Current 
			   agreement	 Unexpired	 Notice 
Director			   start date	 term	 period

MC Tolley			   15 February 2006	 Initial two year period expired	 Six months1

A Sawka			   15 February 2006	 Initial two year period expired	 Six months
VP Vivcharyk			   29 May 2008	 13 months	 Six months2

PA Biddlestone 			   18 April 2008	 12 months	 Six months2

1	 Terminated by the Board on 19 March 2009.
2	 Six months not to expire before 29 May 2010 and 18 April 2010, respectively. 
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Details of consultancy agreements in place as at 31 December 2008 are set out below:
					     Current 
					     agreement 
Director					     start date	 Notice period

MC Tolley and Marksman International Ltd1					     15 February 2006	 Six months2

A Sawka and Ryberg Ltd3					     15 February 2006	 Six months
VP Vivcharyk					     29 May 2008	 Six months

1	 Mr Tolley’s personal service company.
2	 Terminated by the Board on 19 March 2009.
3	 Mr Sawka’s personal service company.

Non-executive Directors
The payment policy for non-executive Directors is to pay the market rate to secure persons of a suitable calibre. The remuneration of 
the non-executive Directors is determined by the Board. External benchmarking data and specialist advisers are used when setting 
fees, which will be reviewed at appropriate intervals.

The non-executive Directors’ fees are non-pensionable. The non-executive Directors are not eligible to participate in any incentive 
plans. All non-executive Directors have a letter of appointment that appoints them to the Board for an initial three year period. They 
are subject to retirement and reappointment by shareholders at the first annual general meeting following appointment, and then at 
least once every three years thereafter. Appointments can be terminated immediately by the Company by three months’ notice or 
immediately due to a breach. 

The Company’s policy is to pay a basic fee of £40,000 to all non-executive Directors. Additional fees of £5,000 are payable for 
chairmanship of a Board Committee.

The dates of the non-executive Directors’ original appointment and expiry of current term in accordance with their letters of 
appointment are:
						      Date of	 Expiry of 
Non-executive Director						      appointment	  current term

SP Duffy						      9 May 2008	 9 May 2011
AJ Cole						      9 May 2008	 9 May 2011
NC Corby						      29 May 2008	 29 May 2011
PJ Dayer						      9 May 2008	 9 May 2011
JC Donaldson						      29 May 2008	 29 May 2011
NJ Hooke						      9 May 2008	 9 May 2011

No executive Director held any appointment on the board of another listed company, apart from Ian Baron who was appointed as 
Interim Chief Executive and a Director on 19 March 2009, who is a non-executive director of Petro Vista Energy Corporation. All fees 
paid are retained by Mr Baron.

Information subject to audit:

2008 Directors’ emoluments
		  2008	 2007

					     Benefits 
Directors				    Salary/fees	 in kind1	 Total 	 Total

SP Duffy				    80,609	 –	 80,609	 –
MC Tolley2,3				    253,331	 6,006	 259,337	 278,420
PA Biddlestone				    228,917	 –	 228,917	 177,100
A Sawka2 				    177,504	 3,318	 180,822	 228,577
VP Vivcharyk				    159,884	 –	 159,884	 96,010
PJ Dayer				    35,468	 –	 35,468	 –
AC Cole				    25,795	 –	 25,795	 –
NC Corby				    35,519	 –	 35,519	 27,500
JC Donaldson				    57,896	 –	 57,896	 49,833
NJ Hooke				    25,795	 –	 25,795	 –
IR Baron (resigned 18 April 2008)				    16,500	 –	 16,500	 61,404
WPH Jeffcock (resigned 18 April 2008)				    18,000	 –	 18,000	 55,222

Total				    1,115,218	 9,324	 1,124,542	 974,066

1	 The non-cash element of the emoluments is disclosed as benefits-in-kind and is comprised of medical insurance. 
2	 Mr Tolley was paid a housing allowance of £17,500 during the year. Mr Sawka was paid a housing allowance of £14,000 during the year.
3	 The remuneration of the highest paid Director, Mr Tolley, was £259,337 (2007: £278,420).

Following the internal investigation as a result of the alleged procurement irregularities, the Committee became aware that VP 
Vivcharyk had several employment contracts with the Group’s Ukrainian subsidiary companies. The payments made under these 
undisclosed contracts for the year ended 2008, which are not included above, amounted to £102,428 (2007: £70,984). These 
contracts have now been terminated. Refer to note 3(b) to the Revised Consolidated Financial Statements for an overview of the 
fundamental uncertainties affecting the Revised Directors’ Remuneration Report. 

There have been no performance payments or termination payments during the year ended 31 December 2008 (2007: £nil). 
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Revised Directors’ Remuneration Report
continued

2008 Performance Share Plan 
The following table sets out the interests of the Directors in the 2008 Performance Share Plan as at 31 December 2008. The nature of 
these awards is set out in the footnotes and on page 28 and 29.
					     Awards held at 
					     31 December 	 Earliest
Director			   Grant date	 Granted	 20081	 vesting date2	 Expiry date

MC Tolley3			  9 October 2008	 470,930	 470,930	 9 October 2011	 9 October 2018
PA Biddlestone			  9 October 2008	 313,953	 313,953	 9 October 2011	 9 October 2018
A Sawka			  9 October 2008	 313,953	 313,953	 9 October 2011	 9 October 2018
VP Vivcharyk			  9 October 2008	 313,953	 313,953	 9 October 2011	 9 October 2018

1	� Vesting of the award depends on the achievement of performance targets dependent on the production of gas and the generation of reserves as at 31 December 2010. 
Further details of the performance targets associated with the awards are given on page 29. The mid market price at the date of grant was £0.86.

2	� Awards were granted in the form of nil cost options. Subject to the achievement of performance conditions awards can be exercised between the vesting date and the  
expiry date.

3	 The award made to Mr Tolley, lapsed following the termination of his employment agreement on 19 March 2009.

No awards were held at 31 December 2007 and no awards vested or lapsed during the year. 

Share options 
The Company operates three share option plans: the 2007 Share Option Plan and the 2008 Share Option Plan (both of which are 
unapproved for HMRC purposes), and the 2008 Approved Option Plan (‘CSOP’) (which is an HMRC approved plan). It is no longer 
intended to make awards under the 2007 Share Option Plan. 

Options cannot be exercised under any plan unless a target has been met. The targets associated with awards made in 2008 under 
the 2008 Share Option Plan and the 2008 Approved Option Plan are detailed on page 29.

In 2007 (prior to Admission) executive Directors were granted awards under the 2007 Share Option Plan in order to reward them for 
their services since the Company’s incorporation and to incentivise them to achieve stretching share price and production targets. 
The targets associated with these awards are as follows:

40 per cent of the option vested and became exercisable on the grant date.•	
20 per cent of the option will vest and become exercisable when the Group has sales over a continuous period of 90 days of at •	
least 5,000 boepd.
20 per cent of the option will vest and become exercisable when the Group has sales over a continuous period of 90 days of at •	
least 10,000 boepd.
20 per cent of the option will vest and become exercisable upon the earlier of: •	
(a)	after admission, maintaining a daily average price per share of at least £3.276 for any period of 45 consecutive days; and
(b)	a trade sale at a price of at least £3.276. 

The following table sets out the maximum interests of the Director in the various Share Option Plans at 31 December 2008.

	 MC Tolley1	 A Sawka	 VP Vivcharyk	 PA Biddlestone	 PA Biddlestone

Share Option Plan	 2007 Option Plan	 2007 Option Plan	 2007 Option Plan	 2008 Option Plan	 2008 CSOP
Date from which exercisable	 11 September 2007	 11 September 2007	 11 September 2007	 9 October 2011	 9 October 2011
Expiry date	 11 September 2012	 11 September 2012	 11 September 2012	 9 October 2018	 9 October 2018
Exercise price (pence)	 81.9	 81.9	 81.9	 86	 86
Outstanding at 
  1 January 2007	 8,230,608	 2,027,243	 4,024,078	 –	 –
Granted 	 –	 –	 –	 802,325	 34,883
Outstanding at
  31 December 20082	 8,230,608	 2,027,243	 4,024,078	 802,325	 34,883
Exercisable at 
  31 December 2008 	 3,292,243	 810,897	 1,609,631	 –	 –

1 	The award made to Mr Tolley lapsed following the termination of his employment agreement on 19 March 2009, apart from the 3,292,243 options that vested on grant which 
will remain exercisable until 19 March 2010.

2	 No options were exercised or lapsed during the year ended 31 December 2008.

Options awarded under the 2007 Option Plan become exercisable on achievement of the performance target as detailed above. 

No options have been exercised under any Option Scheme and thus no gain on exercise has been realised.

The market price of Ordinary shares subject to the above options as at 31 December 2008 was 18 pence. During the year, since 
Admission, the shares traded in the range 13.5 pence to 230 pence (prices at mid market close).

This Revised Directors’ Remuneration Report comprising pages 27 to 32 has been approved by the Board and signed on its 
behalf by:

Stefan Bort
Company Secretary
8 October 2009 (originally approved on 20 April 2009)
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Independent Auditors’ Report

We have audited the Revised Group and Parent Company Financial statements (the ‘Revised Financial Statements’) of Cadogan 
Petroleum plc for the year ended 31 December 2008 which comprise the Revised Consolidated Income statement, the Revised 
Consolidated and Individual Company Balance Sheets, the Revised Consolidated and Individual Company Cash Flow Statements, 
the Revised Consolidated and Individual Company Statements of Changes in Equity and the related notes 1 to 43. These Revised 
Financial Statements have been prepared under the accounting policies set out therein and replace the original financial statements 
approved by the Directors on 20 April 2009. We have also audited the information in the Revised Directors’ Remuneration Report that 
is described as having been audited.

The Revised Financial Statements have been prepared under the Companies (Revision of Defective Accounts and Report) 
Regulations 1990 and accordingly do not take account of events which have taken place after the date on which the original financial 
statements where approved.

This report is made solely to the Company’s members, as a body, in accordance with the Companies (Revision of Defective 
Accounts and Report) Regulations 1990. Our audit work has been undertaken so that we might state to the Company’s members 
those matters we are required to state to them in an auditors’ report and for no other purpose. To the fullest extent permitted by law, 
we do not accept or assume responsibility to anyone other than the Company and the Company’s members as a body, for our audit 
work, for this report, or for the opinions we have formed.

Respective responsibilities of Directors and auditors
The Directors’ responsibilities for preparing the Revised Annual Financial Report, the Revised Directors’ Remuneration Report and 
the Revised Financial Statements in accordance with applicable law and International Financial Reporting Standards (‘IFRSs’) as 
adopted by the European Union are set out in the Statement of Directors’ Responsibilities.

Our responsibility is to audit the Revised Financial Statements and the part of the Revised Directors’ Remuneration Report to be 
audited in accordance with relevant legal and regulatory requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the Revised Financial Statements give a true and fair view and whether the Revised 
Financial Statements and the part of the Revised Directors’ Remuneration Report to be audited have been properly prepared in 
accordance with the Companies Act 1985 as they have effect under the Companies (Revision of Defective Accounts and Report) 
Regulations 1990 and, as regards the Revised Group financial statements, Article 4 of the IAS Regulation. We also report to you 
whether in our opinion the information given in the Revised Directors’ Report is consistent with the Revised Financial Statements. 

In addition we report to you if, in our opinion, the Company has not kept proper accounting records, if we have not received all the 
information and explanations we require for our audit, or if information specified by law regarding directors’ remuneration and other 
transactions is not disclosed.

We review whether the Revised Corporate Governance Statement reflects the Company’s compliance with the nine provisions of the 
2006 Combined Code specified for our review by the Listing Rules of the Financial Services Authority, and we report if it does not. 
We are not required to consider whether the Board’s statements on internal control cover all risks and controls, or form an opinion on 
the effectiveness of the Group’s corporate governance procedures or its risk and control procedures.

We read the other information contained in the Revised Annual Financial Report and consider whether it is consistent with the 
Revised Audited financial statements. The other information comprises only the Revised Directors’ Report, the unaudited part of the 
Revised Directors’ Remuneration Report and the Revised Corporate Governance Statement. We consider the implications for our 
report if we become aware of any apparent misstatements or material inconsistencies with the Revised Financial Statements. Our 
responsibilities do not extend to any further information outside the Revised Annual Financial Report.

We are also required to report whether in our opinion the original financial statements failed to comply with the requirements of the 
Companies Act 1985 in the respects identified by the Directors.

Basis of audit opinion
We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices 
Board except the scope of our work was limited as explained below. 

An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the Revised Financial 
Statements and the part of the Revised Directors’ Remuneration Report to be audited. It also includes an assessment of the significant 
estimates and judgements made by the Directors in the preparation of the Revised Financial Statements, and of whether the 
accounting policies are appropriate to the Group’s and Company’s circumstances, consistently applied and adequately disclosed.

The audit of the Revised Financial Statements includes the performance of additional procedures to assess whether the revisions 
made by the Directors are appropriate and have been properly made.

We planned our audit so as to obtain all the information and explanations which we considered necessary in order to provide us with 
sufficient evidence to give reasonable assurance that the Revised Financial Statements and the part of the Revised Directors’ 
Remuneration Report to be audited are free from material misstatement, whether caused by fraud or other irregularity or error. 
However, the evidence available to us to confirm that the Revised Financial Statements give a true and fair view, in accordance with 
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IFRSs as adopted by the European Union, of the state of the Group’s affairs as at 31 December 2008 and of its loss for the year then 
ended was, as a result of doubts over the reliability of the Group’s and Company’s accounting records, limited because of the effect 
of the irregularities described in note 3(b), into which management’s investigation is ongoing. The pervasiveness of the resulting 
uncertainties regarding the accuracy, validity and completeness of accounting treatments previously applied to expenditure as well 
as uncertainties surrounding the valuation of and title to the Group’s exploration and evaluation assets and property plant and 
equipment and other items is described in notes 3(b) and 4(a) to the Revised Financial Statements. As a result, and in the absence of 
any alternative evidence available to us, we have been unable to form a view as to whether the Revised Financial Statements give a 
true and fair view, in accordance with IFRSs as adopted by the European Union, of the state of the Group’s affairs as at 31 December 
2008 and of its loss for the year then ended.

In forming our opinion we also evaluated the overall adequacy of the presentation of information in the Revised Financial Statements 
and the part of the Revised Directors’ Remuneration Report to be audited.

Opinion
Because of the possible effect of the limited evidence available, as described above, we are unable to form an opinion as to whether:

the Revised Group Financial Statements give a true and fair view, seen as at the date the original financial statements were •	
approved, in accordance with IFRSs as adopted by the European Union, of the state of the Group’s affairs as at 31 December 
2008 and of its loss for the year then ended;
the Revised Parent Company Financial Statements give a true and fair view, seen as at the date the original financial statements •	
were approved, in accordance with IFRSs as adopted by the European Union of the state of the parent Company’s affairs as at  
31 December 2008; and
the Revised Financial Statements and the part of the Revised Directors’ Remuneration Report to be audited have been properly •	
prepared in accordance with the Companies Act 1985 as they have effect under the Companies (Revision of Defective Accounts 
and Report) Regulations 1990 and, as regards the Revised Group Financial Statements, Article 4 of the IAS Regulation.

In respect solely of the limitation of our work referred to above:
we have not obtained all the information and explanations that we considered necessary for the purpose of our audit; and•	
we were unable to determine whether proper accounting records have been maintained.•	

Notwithstanding our disclaimer on the view given by the Revised Financial Statements:
in our opinion the information given in the Revised Directors’ Report is consistent with the Revised Financial Statements; and•	
the original financial statements for the year ended 31 December 2008 failed to comply with the requirements of the Companies •	
Act 1985 in the respects identified by the Directors in the ‘Revision of Annual Financial Report 2008’ on page 1.

Deloitte LLP
Chartered Accountants and Registered Auditors 
London, UK
8 October 2009
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Revised Consolidated Income Statement
For the year ended 31 December 2008

							       Restated

						      2008	 2007 
					     Notes	 £’000	 £’000

Continuing operations
Revenue					     5	 1,792	 665
Cost of sales						      (1,966)	  (611)

Gross (loss)/profit						      (174)	 54

Administrative expenses:
  IPO fees expensed 						      (4,399)	 –
  Other administrative expenses						      (22,584)	 (17,203)
Other operating expenses					     8	 –	 (1,855)

Operating loss						      (27,157)	 (19,004)
Investment revenue					     12	 2,850	 278
Finance costs					     13	 (56)	 (28)

Loss before tax 						      (24,363)	 (18,754)
Tax 					     14	 (514)	 (221)

Loss for the year 					     9	 (24,877)	 (18,975)

Attributable to:
Equity holders of the parent						      (24,039)	 (18,973)
Minority interest						      (838)	 (2)

						      (24,877)	 (18,975)

						      £	 £

Loss per Ordinary share

Basic and diluted					     15	 (0.17)	 (0.18)
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Revised Consolidated Balance Sheet
As at 31 December 2008

							       Restated

						      2008	 2007 
					     Notes	 £’000	 £’000

Assets
Non-current assets
Goodwill					     16	 2,508	 2,804
Intangible exploration and evaluation assets					     17	 47,870	 25,024
Other intangible assets					     18	 144	 13
Property, plant and equipment					     19	 38,923	 22,457
Other receivables					     22	 18,866	 3,060

						      108,311	 53,358
Current assets
Inventories					     21	 8,156	 1,654
Trade and other receivables					     22	 21,489	 1,686
Cash and cash equivalents						      72,026	 13,957

						      101,671	 17,297

Total assets						      209,982	 70,655

Liabilities
Non-current liabilities
Deferred tax liabilities					     23	 (1,238)	 (967)
Long-term provisions					     25	 (469)	 (399)

						      (1,707)	 (1,366)
Current liabilities
Trade and other payables					     24	 (4,325)	 (3,055)
Current tax liabilities						      (55)	 –
Other financial liability					     24	 –	 (1,583)
Current provisions					     25	 (450)	 (375)

						      (4,830)	 (5,013)

Total liabilities						      (6,537)	 (6,379)

Net assets						      203,445	 64,276

Equity
Share capital					     26	 6,933	 4,169
Share premium account						      250,373	 78,028
Shares to be issued						      –	 2,260
Accumulated deficit						      (49,477)	 (25,438)
Cumulative translation reserves						      (9,997)	 (511)
Other reserves						      6,247	 5,564

Equity attributable to equity holders of the parent					     204,079	 64,072
Minority interest						      (634)	 204

Total equity						      203,445	 64,276

The financial statements were approved by the Board of Directors and authorised for issue on 8 October 2009. They were signed on 
its behalf by:

Philip Dayer 
Director
8 October 2009 (originally signed on 20 April 2009)

The notes on pages 40 to 64 form part of these financial statements.
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Revised Consolidated Cash Flow Statement
For the year ended 31 December 2008

							       Restated

						      2008	 2007 
					     Notes	 £’000	 £’000

Net cash outflow from operating activities					     29	 (42,532)	 (16,095)

Investing activities
Acquisition of subsidiaries					     28	 (2,416)	 (18,357)
Purchases of property, plant and equipment						      (32,295)	 (4,325)
Purchases of intangible exploration and evaluation assets					     (38,329)	 (13,961)
Purchase of other intangible assets						      (149)	 (9)
Proceeds from sale of property, plant and equipment					     5	 261
Interest received						      2,761	 268

Net cash used in investing activities						      (70,423)	 (36,123)

Financing activities
Proceeds from issue of shares						      171,404	 55,061
Proceeds from shares to be issued						      –	 2,584
Cash received from minority shareholders on incorporation of subsidiaries				    –	 9

Net cash from financing activities						      171,404	 57,654

Net increase in cash and cash equivalents						      58,449	 5,436
Effect of foreign exchange rate changes						      (380)	 (167)
Cash and cash equivalents at beginning of year						      13,957	 8,688

Cash and cash equivalents at end of year						      72,026	 13,957
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Revised Consolidated Statement of  
Changes in Equity
For the year ended 31 December 2008
		  Share			   Cumulative 
	 Share	 premium	 Shares to	 Accumulated	 translation	 Other	 Minority 
	 capital	 account	 be issued	 deficit	 reserves	 reserves	 interest	 Total 
	 £’000	 £’000	 £’000	 £’000	 £’000	 £’000	 £’000	 £’000

As at 1 January 2007 as  
  previously stated	 2,571	 23,743	 –	 (6,321)	 (157)	 1,019	 –	 20,855
Restatement (note 7)	 –	 –	 –	 (144)	 9	 –	 –	 (135)

As at 1 January 2007 restated	 2,571	 23,743	 –	 (6,465)	 (148)	 1,019	 –	 20,720

Issue of equity shares	 1,598	 57,505	 –	 –	 –	 –	 –	 59,103
Equity shares to be issued	 –	 –	 2,260	 –	 –	 –	 –	 2,260
Minority interest on  
  incorporation of subsidiaries	 –	 –	 –	 –	 –	 –	 9	 9
Minority interest on  
  acquisition of subsidiary 	 –	 –	 –	 –	 –	 –	 197	 197
Expenses of issue of 
  equity shares	 –	 (2,919)	 –	 –	 –	 –	 –	 (2,919)
Share-based payments  
  (note 27)	 –	 (301)	 –	 –	 –	 4,545	 –	 4,244
Net loss for the year as restated  
  (note 7)	 –	 –	 –	 (18,973)	 –	 –	 (2)	 (18,975)
Exchange translation  
  differences on foreign  
  operations 	 –	 –	 –	 –	 (363)	 –	 –	 (363)

As at 1 January 2008 restated	 4,169	 78,028	 2,260	 (25,438)	 (511)	 5,564	 204	 64,276

Issue of equity shares	 2,709	 179,423	 –	 –	 –	 –	 –	 182,132
Equity shares to be issued	 55	 2,205	 (2,260)	 –	 –	 –	 –	 –
Expenses of issue of  
  equity shares	 –	 (9,145)	 –	 –	 –	 –	 –	 (9,145)
Share-based payments  
  (note 27)	 –	 (138)	 –	 –	 –	 683	 –	 545
Net loss for the year	 –	 –	 –	 (24,039)	 –	 –	 (838)	 (24,877)
Exchange translation  
  differences on foreign  
  operations	 –	 –	 –	 –	 (9,486)	 –	 –	 (9,486)

As at 31 December 2008	 6,933	 250,373	 –	 (49,477)	 (9,997)	 6,247	 (634)	 203,445
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Revised Notes to the Consolidated  
Financial Statements
For the year ended 31 December 2008
1. General information
Cadogan Petroleum plc (the ‘Company’, together with its subsidiaries the ‘Group’), is incorporated in Great Britain under the 
Companies Act 1985. The address of the registered office is 5th Floor, 4/5 Grosvenor Place, London SW1X 7HJ. The nature of  
the Group’s operations and its principal activities are set out in the Operations Review on pages 5 to 7 and the Revised Financial 
Review on pages 8 and 9.

These financial statements are presented in pounds sterling because that is the currency of the primary economic environment in 
which the Group operates. Foreign operations are included in accordance with the policies set out in note 3.

2. Adoption of new and revised Standards
In the current year, two Interpretations issued by the International Financial Reporting Interpretations Committee are effective for the 
current period. These are IFRIC 11 IFRS 2 – Group and Treasury Share Transactions and IFRIC 14 IAS 19 – The Limit on a Defined 
Benefit Asset, Minimum Funding Requirements and their Interaction. The adoption of these Interpretations has not led to any changes 
in the Group’s accounting policies. 

At the date of authorisation of the financial statements, the following Standards and Interpretations which have not been applied  
in the financial statements were in issue but not yet effective (and in some cases had not yet been adopted by the EU):

IFRS 2 (amended) Share-based Payment 
IFRS 3 (revised 2008) Business Combinations
IFRS 8 Operating Segments
IAS 1 (revised 2007) Presentation of Financial Statements
IAS 23 (revised 2007) Borrowing Costs
IAS 27 (revised 2008) Consolidated and Separate Financial Statements
IAS 32 (amended) Financial Instruments: Presentation
IFRIC 12 Service Concession Arrangements
IFRIC 15 Agreements for the Construction of Real Estate
IFRIC 16 Hedges of a Net Investment in a Foreign Operation 

The Directors anticipate that the adoption of these Standards and Interpretations in future periods will have no material impact upon 
the financial statements of the Company or the Group except for the additional segment disclosures when IFRS 8 Operating 
Segments comes into effect for periods commencing on or after 1 January 2009.

3. Significant accounting policies
(a) Basis of accounting
The financial statements have been prepared in accordance with International Financial Reporting Standards (‘IFRS’) as issued by the 
International Accounting Standards Board (‘IASB’) and as adopted by the European Union (‘EU’), and therefore the Group financial 
statements comply with Article 4 of the EU IAS Regulation.

The financial statements have been prepared on the historical cost convention basis, except for share-based payments and the 
financial liability that have been measured at fair values, and using accounting policies consistent with IFRS. The principal accounting 
policies adopted are set out below. 

(b) Fundamental uncertainty
In 2009, the former Chief Executive Officer and Chief Operating Officer resigned as Directors of the Company and, subsequent to the 
departure of the former Chief Executive Officer, the Board commenced an internal investigation into potential procurement 
irregularities within the Group. During 2009, the Chief Financial Officer and Asset Development Director also resigned.

During the Board’s investigation, subsequent to the issuance of the original 2008 Annual Financial Report, certain payments were 
identified that were inappropriately capitalised in the Company’s consolidated financial statements for the years ended 31 December 
2006, 2007 and 2008. Consequently, an adjustment for these payments has been made, reducing exploration and evaluation (‘E&E’) 
assets by £4.3 million and property, plant and equipment (‘PP&E’) by £0.6 million with a corresponding decrease in equity as at 31 
December 2008 of £4.9 million of which £3.9 million relates to the restatement of comparatives (see note 7). 

The value attributable to the Group’s E&E and PP&E assets as at 31 December 2008 is supported by the reserve report produced by 
an independent reservoir engineer, Gaffney, Cline & Associates Ltd, dated November 2008. IAS 36 Impairment of assets and IFRS 6 
Exploration for and evaluation of mineral resources require that a review for impairment be carried out if events or changes in 
circumstances indicate that the carrying amount of an asset may not be recoverable. The results of a new Competent Person’s 
Report (‘CPR’) will assess the value of the Group’s E&E and PP&E assets as at 31 December 2009. Until receipt of the new CPR, the 
Directors do not believe it is practical or appropriate to reassess or provide for any impairment as at 31 December 2008 which may 
be necessary. 

Following the former executives’ departure and the legal actions initiated, the Board has doubts concerning the validity and 
appropriateness of accounting treatments previously applied to expenditure incurred throughout the Group. Accordingly, in June 
2009 the Board withdrew the 2008 Annual Financial Report with the view to restating it, as issues in existence but not known at the 
date of issuance were subsequently identified that have a material impact on the accuracy, validity and completeness of the report. 
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3. Significant accounting policies continued
Based on the pervasiveness of the uncertainties relating to the effects of alleged procurement irregularities within the Group, the 
ongoing litigation in the High Court of London, the ongoing internal investigation as well as any potential adjustment to the carrying 
value of the Group’s oil and gas assets as at 31 December 2008 which could come to light as a result of the new CPR report, 
intended to be commissioned for the Annual Financial Report 2009, there can be no certainty that further irregularities may not 
be identified that could impact the accounting treatment and disclosure applied for the years ended 31 December 2006, 2007 
and 2008. 

While there are still uncertainties regarding the recognition, measurement and presentation of some of the Group’s assets and 
expenditure, the Board is still able to assess its cash position and manage effectively the Group’s financial position.

(c) Going concern
The Group's business activities, together with the factors likely to affect future development, performance and position are set out  
in the Business Review on pages 4 to 13. The financial position of the Group, its cash flow and liquidity position are described in the 
Revised Financial Review on pages 8 and 9.

The Group’s cash position remains strong at £72.0 million at 31 December 2008, with no external debt financing to date and  
the Directors believe that the capital available at the date of the issue of these financial statements, together with income to be  
generated from future operations are sufficient for the Group to manage its business risks successfully despite the current uncertain 
economic outlook. 

The Group’s forecasts and projections, taking into account reasonably possible changes in operational performance, start dates and 
flow rates for commercial production and the price of hydrocarbons sold to Ukrainian customers, show that there are reasonable 
expectations that the Group will be able to operate on funds currently held and those generated internally, for the foreseeable future, 
without the requirement to seek external financing. 

As the Group engages in oil and gas exploration and development activities, the most significant risk faced by the Group is further 
delays encountered in achieving commercial production from the Group’s major fields. If further delays are encountered, however, 
capital curtailments and other measures to preserve cash such as farming out a portion of the Group’s interests in its oil and gas 
licences may become necessary and could realistically be undertaken. Whilst such curtailments and other measures if undertaken 
could have an adverse effect on the Group over the longer term, including putting certain of its licence interests potentially at risk if 
the licence obligations are not able to be fulfilled, there would not be any significant doubt over the Group’s ability to continue as a 
going concern for the foreseeable future. 

The Group is currently faced with legal challenges associated with its interests in the Pirkovskoe and Zagoryanska licences, which 
could adversely affect the cash flows of the Group if Cadogan was not successful in defending its position. In the event that the 
Group lost these licences or made a strategic decision not to pursue these licences any further, this impact alone will not affect the 
Group’s ability to operate as a going concern. 

After making enquiries, the Directors have a reasonable expectation that the Company and the Group have adequate resources to 
continue in operational existence for the foreseeable future. Accordingly, they continue to adopt the going concern basis in preparing 
the Annual Financial Report and financial statements.
 
(d) Basis of consolidation
The consolidated financial statements incorporate the financial statements of the Company and entities controlled by the Company 
(its subsidiaries) made up to 31 December each year. Control is achieved where the Company has the power to govern the financial 
and operating policies of an investee entity so as to obtain benefits from its activities.

Minority interests in the net assets of consolidated subsidiaries are identified separately from the Group’s equity therein. Minority 
interests consist of the amount of those interests at the date of the original business combination and the minority’s share of changes 
in equity since the date of the combination. Losses applicable to the minority in excess of the minority’s interests in the subsidiary’s 
equity are allocated against the interest of the Group except to the extent that the minority has a binding obligation and is able to 
make an additional investment to cover the losses.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated income statement from the 
effective date of acquisition or up to the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring the accounting policies used into line with 
those used by the Group.

All intra-group transactions, balances, income and expenses are eliminated on consolidation.
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3. Significant accounting policies continued
(e) Interests in joint ventures
A joint venture is a contractual arrangement whereby the Group and other parties undertake an economic activity that is subject to 
joint control.

Where a consolidated member of the Group participates in unincorporated joint ventures, that member accounts directly for its  
share of the jointly controlled assets, liabilities and related income and expenses which are then similarly included in the consolidated 
financial statements of the Group.

(f) Business combinations
The acquisition of subsidiaries is accounted for using the purchase method. The cost of the acquisition is measured at the aggregate 
of the fair values, at the date of exchange, of assets given, liabilities incurred or assumed, and equity instruments issued in exchange 
for control of the acquiree, plus any costs directly attributable to the business combination. The acquiree’s identifiable assets, liabilities 
and contingent liabilities that meet the conditions for recognition under IFRS 3 Business Combinations are recognised at their fair value 
at the acquisition date, except for non-current assets (or disposal groups) that are classified as held for resale in accordance with IFRS 
5 Non Current Assets Held for Sale and Discontinued Operations, which are recognised and measured at fair value less costs to sell.

Goodwill arising on acquisition is recognised as an asset and initially measured at cost, being the excess of the cost of the business 
combination over the Group’s interest in the net fair value of the identifiable assets, liabilities and contingent liabilities recognised. If, 
after reassessment, the Group’s interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities 
exceed the cost of the business combination, the excess is recognised immediately in profit or loss.

The interest of minority shareholders in the acquiree is initially measured at the minority’s proportion of the net fair value of the assets, 
liabilities and contingent liabilities recognised.

(g) Goodwill
Goodwill is initially recognised as an asset at cost and is subsequently measured at cost less any accumulated impairment loss. 
Goodwill which is recognised as an asset is reviewed for impairment at least annually. Any impairment is recognised immediately  
in the income statement and is not subsequently reversed.

For the purpose of impairment testing, goodwill is allocated to each of the Group’s cash-generating units expected to benefit from the 
synergies of the combination. Cash-generating units to which goodwill has been allocated are tested for impairment annually, or more 
frequently when there is an indication that the unit may be impaired. If the recoverable amount of the cash-generating unit is less than 
the carrying amount of the unit, the impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to the 
unit and then to the other assets in the unit pro rata on the basis of the carrying amount of each asset in the unit. An impairment loss 
recognised for goodwill is not reversed in a subsequent period. 

On disposal of a subsidiary, associate or jointly controlled entity, the attributable amount of goodwill is included in the determination  
of the profit or loss on disposal.

(h) Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable and represents amounts receivable for hydrocarbon 
products and services provided in the normal course of business, net of discounts, value added tax (‘VAT’) and other sales-related taxes.

Sales are recognised when hydrocarbons are delivered and title has passed.

Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest rate applicable, 
which is the rate that exactly discounts estimated future cash receipts through the expected life of the financial asset to that asset’s 
net carrying amount.

To the extent that revenue arises from test production during an evaluation programme, an amount is charged from evaluation costs 
to cost of sales, so as to reflect a zero net margin.

(i) Foreign currencies
The individual financial statements of each Group company are presented in the currency of the primary economic environment in 
which it operates (its functional currency). For the purpose of the consolidated financial statements, the results and financial position 
of each Group company are expressed in pounds sterling, which is the functional currency of the Company, and the presentation 
currency for the consolidated financial statements.

In preparing the financial statements of the individual companies, transactions in currencies other than the functional currency of each 
Group company (‘foreign currencies’) are recorded in the functional currency at the rates of exchange prevailing on the dates of the 
transactions. At each balance sheet date, monetary assets and liabilities that are denominated in foreign currencies are retranslated 
into the functional currency at the rates prevailing on the balance sheet date. Non-monetary assets and liabilities carried at fair value 
that are denominated in foreign currencies are translated at the rates prevailing at the date when the fair value was determined. 
Non-monetary items that are measured in terms of historical cost in a foreign currency are not retranslated.

Revised Notes to the Consolidated  
Financial Statements
For the year ended 31 December 2008 continued
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3. Significant accounting policies continued
Exchange differences are recognised in the profit or loss in the period in which they arise except for exchange differences on 
monetary items receivable from or payable to a foreign operation for which settlement is neither planned nor likely to occur, which 
form part of the net investment in a foreign operation, and which are recognised in the foreign currency translation reserve and 
recognised in profit or loss on disposal of the net investment. 

For the purpose of presenting consolidated financial statements, the assets and liabilities of the Group’s foreign operations are 
translated at exchange rates prevailing on the balance sheet date. Income and expense items are translated at the average exchange 
rates for the period, unless exchange rates fluctuate significantly during that period, in which case the exchange rates at the date of 
transactions are used. 

Exchange differences arising, if any, are classified as equity and transferred to the Group’s translation reserve. Such translation 
differences are recognised as income or as expenses in the period in which the operation is disposed of.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities of the foreign entity 
and translated at the closing rate.

(j) Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in the income 
statement because it excludes items of income or expense that are taxable or deductible in other years and it further excludes items 
that are never taxable or deductible. The Group’s liability for current tax is calculated using tax rates that have been enacted or 
substantively enacted by the balance sheet date.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets and liabilities in 
the financial statements and the corresponding tax bases used in the computation of taxable profit, and is accounted for using the 
balance sheet liability method. Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax 
assets are recognised to the extent that it is probable that taxable profits will be available against which deductible temporary 
differences can be utilised. Such assets and liabilities are not recognised if the temporary difference arises from the initial recognition 
of goodwill or from the initial recognition (other than in a business combination) of other assets and liabilities in a transaction that 
affects neither the tax profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries and associates, and 
interests in joint ventures, except where the Group is able to control the reversal of the temporary difference and it is probable that the 
temporary difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it is no longer 
probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the asset is realised. 
Deferred tax is charged or credited in the income statement, except when it relates to items charged or credited directly to equity, in 
which case the deferred tax is also dealt within equity.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current tax 
liabilities and when they relate to income taxes levied by the same taxation authority and the Group intends to settle its current tax 
assets and liabilities on a net basis. 

(k) Property, plant and equipment and other intangible assets
Property, plant and equipment and other intangible assets are carried at cost less accumulated depreciation and any recognised 
impairment loss. 

Other intangible assets are carried at cost less accumulated amortisation and any recognised impairment loss.

Depreciation and amortisation is charged so as to write off the cost or valuation of assets, other than land, over their estimated useful 
lives, using the straight-line method, on the following bases:

Other:
Buildings				    4%
Fixtures and equipment		  10%–30%
Other intangible assets:
Software licences			   2 to 5 years

The gain or loss arising on the disposal or retirement of an asset is determined as the difference between the sales proceeds and the 
carrying amount of the asset and is recognised in income.
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3. Significant accounting policies continued
(l) Impairment of tangible and other intangible assets excluding goodwill
At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible assets to determine whether there 
is any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset 
is estimated in order to determine the extent of the impairment loss (if any). Where the asset does not generate cash flows that are 
independent from other assets, the Group estimates the recoverable amount of the cash-generating unit to which the asset belongs. 

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated future cash 
flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of 
money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying 
amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised as an expense 
immediately, unless the relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a 
revaluation decrease. 

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the revised 
estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have 
been determined had no impairment loss been recognised for the asset (cash-generating unit) in prior years. A reversal of an 
impairment loss is recognised as income immediately, unless the relevant asset is carried at a revalued amount, in which case the 
reversal of the impairment loss is treated as a revaluation increase.

(m) Intangible exploration and evaluation assets
The Group applies the full cost method of accounting for Exploration and Evaluation (‘E&E’) costs, having regard to the requirements 
of IFRS 6 Exploration for and Evaluation of Mineral Resources. Under the full cost method of accounting, costs of exploring for and 
evaluating oil and gas properties are accumulated by reference to appropriate cost centres being the appropriate oil or gas property, 
but are tested for impairment on a cost pool basis as described below. 

E&E assets comprise costs of (i) E&E activities that are ongoing at the balance sheet date, pending determination of whether or not 
commercial reserves exist and (ii) costs of E&E that, whilst representing part of the E&E activities associated with adding to the 
commercial reserves of an established cost pool, did not result in the discovery of commercial reserves.

Costs incurred prior to having obtained the legal rights to explore an area are expensed directly to the income statement as they  
are incurred.

Exploration and Evaluation costs
All costs of E&E are initially capitalised as E&E assets. Payments to acquire the legal right to explore, costs of technical services and 
studies, seismic acquisition, exploratory drilling and testing are capitalised as intangible E&E assets.

Tangible assets used in E&E activities (such as the Group’s vehicles, drilling rigs, seismic equipment and other property, plant and 
equipment) are classified as property, plant and equipment. However, to the extent that such a tangible asset is consumed in 
developing an intangible E&E asset, the amount reflecting that consumption is recorded as part of the cost of the intangible asset. 
Such intangible costs include directly attributable overheads, including the depreciation of property plant and equipment utilised in 
E&E activities, together with the cost of other materials consumed during the exploration and evaluation phases. 

E&E costs are not amortised prior to the conclusion of appraisal activities.

Treatment of E&E assets at conclusion of appraisal activities
Intangible E&E assets related to each exploration licence/prospect are carried forward, until the existence (or otherwise) of 
commercial reserves has been determined. If commercial reserves have been discovered, the related E&E assets are assessed for 
impairment on a cost pool basis as set out below and any impairment loss is recognised in the income statement. The carrying value, 
after any impairment loss, of the relevant E&E assets is then reclassified as development and production assets.

Intangible E&E assets that relate to E&E activities that are determined not to have resulted in the discovery of commercial reserves 
remain capitalised as intangible E&E assets at cost less accumulated amortisation, subject to meeting a pool-wide impairment test  
in accordance with the accounting policy for impairment of E&E assets set out below. Such E&E assets are amortised on a unit-of-
production basis over the life of the commercial reserves of the pool to which they relate.

Impairment of E&E assets
E&E assets are assessed for impairment when facts and circumstances suggest that the carrying amount may exceed its recoverable 
amount. Such indicators include, but are not limited to, those situations outlined in paragraph 20 of IFRS 6 Exploration for and Evaluation 
of Mineral Resources and include the point at which a determination is made as to whether or not commercial reserves exist. 

Where there are indications of impairment, the E&E assets concerned are tested for impairment. Where the E&E assets concerned 
fall within the scope of an established full cost pool, the E&E assets are tested for impairment together with all development and 
production assets associated with that cost pool, as a single cash generating unit. 

Revised Notes to the Consolidated  
Financial Statements
For the year ended 31 December 2008 continued
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3. Significant accounting policies continued
The aggregate carrying value is compared against the expected recoverable amount of the pool, generally by reference to the 
present value of the future net cash flows expected to be derived from production of commercial reserves. Where the E&E assets  
to be tested fall outside the scope of any established cost pool, there will generally be no commercial reserves and the E&E assets 
concerned will generally be written off in full.

Any impairment loss is recognised in the income statement as additional depreciation and amortisation, and separately disclosed.  
It is initially recorded against the carrying value of the related E&E asset. To the extent the impairment exceeds the carrying value  
of the E&E asset, a separate impairment test is conducted on the development and production assets.

The Group considers the whole of Ukraine to be one cost pool and therefore aggregates all Ukrainian assets for the purposes of 
determining whether impairment of E&E assets has occurred. 

(n) Development and production assets 
Development and production assets are accumulated generally on a field-by-field basis and represent the cost of developing the 
commercial reserves discovered and bringing them into production, together with E&E expenditures incurred in finding commercial 
reserves transferred from intangible E&E assets. 

The cost of development and production assets also includes the cost of acquisitions and purchases of such assets, directly 
attributable overheads, finance costs capitalised, and the cost of recognising provisions for future restoration and decommissioning.

Depreciation of producing assets
The net book values of producing assets are depreciated generally on a field-by-field basis on a unit of production method by 
reference to the ratio of production in the year and the related proved and probable reserves of the field, taking into account future 
development expenditures necessary to bring those reserves into production. 

Producing assets are generally grouped with other assets that are dedicated to serving the same reserves for depreciation purposes, 
but are depreciated separately from producing assets that serve other reserves.

Impairment of development and production assets
An impairment test is performed whenever events and circumstances arising during both the development and production phase 
indicate that the carrying value of a development or production asset may exceed its recoverable amount. 

The carrying value is compared against the expected recoverable amount of the asset, generally by reference to the present value of 
the future cash flows expected to be derived from production of commercial reserves. The cash-generating unit applied for 
impairment test purpose is generally the field, except that a number of the field interests may be grouped as a single cash generating 
unit where the cash flow of each field is interdependent.

Cash-generating units are aggregated on a field-by-field basis.

(o) Inventories
Inventories are stated at the lower of cost and net realisable value. Costs comprise direct materials and, where applicable, direct 
labour costs and those overheads that have been incurred in bringing the inventories to their present location and condition. Cost is 
allocated using the weighted average method. Net realisable value represents the estimated selling price less all estimated costs of 
completion and costs to be incurred in marketing, selling and distribution.

(p) Financial instruments
Recognition of financial assets and financial liabilities
Financial assets and financial liabilities are recognised on the Group’s balance sheet when the Group becomes a party to the 
contractual provisions of the instrument. 

Derecognition of financial assets and financial liabilities
The Group derecognises a financial asset only when the contractual rights to cash flows from the asset expire; or it transfers the 
financial asset and substantially all the risks and rewards of ownership of the asset to another entity. If the Group neither transfers nor 
retains substantially all the risks and rewards of ownership and continues to control the transferred asset, the Group recognises its 
retained interest in the asset and an associated liability for the amount it may have to pay. If the Group retains substantially all the risks 
and rewards of ownership of a transferred financial asset, the Group continues to recognise the financial asset and also recognises a 
collateralised borrowing for the proceeds received.

The Group derecognises financial liabilities when the Group’s obligations are discharged, cancelled or expired. 

Trade receivables
Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost using the 
effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised in profit or loss when  
there is objective evidence that the asset is impaired. The allowance recognised is measured as the difference between the  
asset’s carrying amount and the present value of estimated future cash flows discounted at the effective interest rate computed  
at initial recognition.
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3. Significant accounting policies continued
Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid investments that are 
readily convertible to a known amount of cash with three months or less remaining to maturity and are subject to an insignificant risk 
of changes in value.

Trade payables
Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the effective interest  
rate method.

Financial liabilities and equity instruments
Financial liabilities and equity instruments are classified according to the substance of the contractual arrangements entered into.  
An equity instrument is any contract that evidences a residual interest in the assets of the Group after deducting all of its liabilities. 
Equity instruments issued by the Group are recorded at the proceeds received, net of direct issue costs.

Bank borrowings
Interest-bearing bank loans and overdrafts are recorded at the proceeds received, net of direct issue costs.

Financial liabilities classified at fair value through profit and loss (FVTPL)
Financial liabilities are classified as at FVTPL where the financial liability is designated as at FVTPL. Financial liabilities at FVTPL are stated 
at fair value, with any resultant gain or loss recognised in profit or loss. The net gain or loss recognised in profit or loss incorporates any 
interest paid on the financial liability. Fair value is determined in the manner described in note 24.

(q) Provisions
Provisions are recognised when the Group has a present obligation as a result of a past event, and it is probable that the Group will 
be required to settle that obligation. Provisions are measured at the Directors’ best estimate of the present value of the expenditure 
required to settle the obligation at the balance sheet date and are discounted to present value where the effect is material.

(r) Decommissioning
Provision for decommissioning is recognised in full when the related facilities are installed. The decommissioning provision is 
calculated as the net present value of the Group’s share of the expenditure expected to be incurred at the end of the producing life of 
each field in the removal and decommissioning of the production, storage and transportation facilities currently in place. The cost of 
recognising the decommissioning provision is included as part of the cost of the relevant asset and is thus charged to the income 
statement on a unit of production basis in accordance with the Group’s policy for depletion and depreciation of tangible non-current 
assets. Period charges for changes in the net present value of the decommissioning provision arising from discounting are included 
within finance costs.

(s) Leases
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of ownership to 
the lessee. All other leases are classified as operating leases.

Rentals payable under operating leases are charged to income on a straight-line basis over the term of the relevant lease.

(t) Share-based payments
The Group has applied IFRS 2 Share-based Payment for all grants of equity instruments.

The Group issues equity-settled share-based payments to certain parties in return for services or goods. The goods or services 
received and the corresponding increase in equity are measured directly at the fair value of the goods or services received. The fair 
value of the services or goods received is recognised as an expense except in so far as they relate to the cost of issuing or acquiring 
its own equity instruments. The costs of an equity transaction are accounted for as a deduction from equity to the extent they are 
incremental costs directly attributable to the equity transaction that would otherwise have been avoided.

The Group also issues equity-settled share-based payments to certain Directors and employees. Equity settled share-based 
payments are measured at fair value (excluding the effect of non market-based vesting conditions) at the date of grant. The fair value 
determined at the grant date for each tranche of the equity-settled share-based payments is expensed on a straight-line basis over 
the vesting period, based on the Group’s estimate of shares that will eventually vest and adjusted for the effect of non market-based 
vesting conditions. 

For those equity settled share-based payments with market-based performance conditions, fair value is measured by use of the 
Stochastic model. For those which are not subject to any market based performance conditions, fair value is measured by use of  
the Black-Scholes model. The expected life used in the models has been adjusted, based on management’s best estimate, for the 
effects of non-transferability, exercise restrictions, and behavioural considerations.

Revised Notes to the Consolidated  
Financial Statements
For the year ended 31 December 2008 continued
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4. Critical accounting judgements and key sources of estimation uncertainty
In addition to the specific uncertainties described in note 3(b), in the application of the Group’s accounting policies, which are 
described in note 3, the Directors are required to make judgements, estimates and assumptions about the carrying amounts of the 
assets and liabilities that are not readily apparent from other sources. The estimates and associated assumptions are based on 
historical experience and other factors that are considered to be relevant. Actual results may differ from these estimates. 

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised  
in the period in which the estimate is revised if the revision affects only that period or in the period of the revision and future periods  
if the revision affects both the current and future periods.
 
The following are the critical judgements and estimations that the Directors have made in the process of applying the Group’s 
accounting policies and that have the most significant effect on the amounts recognised in the financial statements:

(a) Legal proceedings surrounding the validity of the Pirkovskoe and Zagoryanska licences
The Group is currently involved in legal proceedings, surrounding the validity of the Pirkovskoe and Zagoryanska licences. On 17 June 
2008, the Poltava Regional Commercial Court (‘Poltava Court’) made written rulings, following a hearing on 12 June 2008, in favour  
of Poltavanaftogazgeology (‘PNG’), a subsidiary of the Group’s joint venture partner, NJSC Nadra Ukraine, a state-owned company 
(‘Nadra’), in relation to the earlier licences held by PNG, relating to the Pirkovskoe and Zagoryanska fields. The court rulings: (a) declared 
as invalid the licences re-registered to the Nadra (which were subsequently re-registered to the Group; and (b) recognised as valid the 
earlier licences held by PNG. 

On 28 July 2008, the Ministry of Environmental Protection of Ukraine (the ‘Ministry’) issued an order, making reference to the 
decisions of the Poltava Court on 17 June 2008, in favour of PNG, invalidating the Group’s licences for its Pirkovskoe and 
Zagoryanska fields.

The following developments have occurred as a result of legal action taken by the Group to protect its licences:
(1)	On 29 September 2008, the Administrative Court cancelled the written rulings of the Poltava Court of 17 June 2008. The Administrative 

Court rejected in full the claim filed by PNG that the special permit which was issued to Nadra was invalid and that the earlier licences 
held by PNG remained valid;

(2)	On 7 October 2008, following a court judgement, Cadogan received written confirmation that the Ministry revoked its earlier orders 
nullifying the Pirkovskoe and Zagoryanska licences and declared the special permit dated 19 October 2007, issued to Cadogan’s 
subsidiary LLC Astroinvest-Ukraine and LLC Astro Gas JAA for the Pirkovskoe licence and LLC Astroinvest-Energy for the 
Zagoryanska licence, as valid;

(3)	On 7 October 2008, the Company signed a co-operation agreement with the Ministry demonstrating the Ministry’s support for 
Cadogan’s rights to licences;

(4)	In January 2009, the Group received from the Ministry a five year extension for the Zagoryanska licence now expiring in April 2014; 
(5)	On 25 February 2009, the Higher Administrative Court of Ukraine (the ‘Court’) found in favour of PNG in the appeal hearing in 

relation to the transfer of the Pirkovskoe licence to Nadra in June 2007 (the ‘Decision’). Notwithstanding this decision, Cadogan’s 
licence to operate the Pirkovskoe field remains valid and there has to date been no direct legal challenge to Cadogan’s interest in 
this licence. Cadogan has been advised that new legal proceedings would need to be brought against Cadogan and would need 
to succeed before Cadogan’s interests in its licences would be affected. Cadogan has yet to receive a date for the PNG initiated 
appeal hearing with respect to the Zagoryanska licence; and 

(6)	In support of Cadogan’s position, on 30 March 2009, the General Prosecutor’s Office of Ukraine submitted a case to the Supreme 
Court of Ukraine arguing that the High Administrative Court had been mistaken in reaching its decision and that the ruling is 
therefore invalid.

As noted above, Cadogan’s licences remain valid and effective despite the Decision. The Board remains firmly of the view that the 
challenges to the licences previously held by PNG, are wholly unwarranted and, were it to succeed, would pose an unacceptable risk 
to Cadogan. An appeal is currently being lodged against the Decision at the Supreme Court of Ukraine. The Supreme Court of 
Ukraine represents the highest judicial body in Ukraine.

As of the date of these financial statements, the above outcomes remain subject to appeal. 

The Directors have considered the implications of IAS 36 Impairment of assets and IFRS 6 Exploration for and evaluation of mineral 
resources, and have concluded that recognition of impairment is not appropriate on the basis that the Directors believe that, 
notwithstanding the uncertainties described above, the validity of the Group’s licences is expected to be reconfirmed. However, the 
ultimate outcome is uncertain, and should the Courts in Ukraine ultimately rule that the licences were improperly awarded and further 
annul the existing licences, the Group would be required to impair the value of these assets in Ukraine. The amounts capitalised 
within intangible exploration and evaluation assets and property, plant and equipment in respect of these licences at 31 December 
2008 was £43.3 million and the related VAT recoverable was £4.5 million. 

(b) Going concern
The Group’s business activities, together with the factors likely to affect future development, performance and position are set out  
in the Business Review on pages 4 to 13. The financial position of the Group, its cash flow and liquidity position are described in the 
Revised Financial Review on pages 8 and 9. In addition, note 3 to the consolidated financial statements includes the Group’s 
objectives, policies and processes for managing its capital; its financial risk management objectives; details of its financial instruments 
and hedging activities; and its exposures to credit risk and liquidity risk.
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4. Critical accounting judgements and key sources of estimation uncertainty continued
(c) Recoverability of exploration and evaluation assets 
Determining whether an exploration and evaluation asset is impaired requires an assessment of whether there are any indicators of 
impairment, including by reference to the specific impairment indicators prescribed in IFRS 6 Exploration for and Evaluation of Mineral 
Resources. If there is any indication of potential impairment, an impairment test is required based on value in use of the asset. The 
value in use calculation requires the entity to estimate the future cash flows expected to arise from the cash-generating unit and a 
suitable discount rate in order to calculate present value. The carrying amount of exploration and evaluation assets at the balance 
sheet date was £47.9 million (20071: £25.0 million) and no impairment was identified or recognised in any of the years reported. 

(d) Recoverability of value added tax (‘VAT’)
The Group has significant receivables from the State Budget of Ukraine relating to reimbursement of VAT arising on purchases  
of goods and services from external service and product providers. Management anticipates no significant cash settlements of 
receivables from the State Budget. Consequently, the Group recognises recoverable VAT only to the extent that it is probable that 
VAT payable arising on the sales of gas production will be sufficient to offset the VAT due from the State within a reasonable period. 
Estimating the recoverability of VAT requires management to make an estimate of the future revenues in order to calculate amounts 
and timing of the VAT payable available for offset. The carrying amount of recoverable VAT at 31 December 2008 is shown in note 22.

(e) Fair values of exploration and evaluation assets acquired
The acquisition of subsidiaries is accounted for using the purchase method, which requires assets and liabilities acquired, including 
exploration and evaluation assets, to be included at their fair value. The actual value that will be realised, if any, from an exploration 
and evaluation asset is inherently uncertain and reflects a wide range of factors (including, but not limited to, geological and 
geophysical factors, future costs and commodity prices, the duration of the licence and its terms and the availability of the financial 
and other resources needed to progress exploration and development activities). The carrying amount of exploration and evaluation 
assets acquired is shown in note 17.

(f) Decommissioning
The Group recognises a provision for asset retirement obligation for expected decommissioning and site restoration costs expected  
to incur in approximately 13 to 18 years. At 31 December 2008, a provision has been made for costs of £0.5 million (2007: £0.4 million) 
which are expected to be incurred within the next year due to the demobilisation of drilling equipment and respective site restoration.  
A further provision of £0.5 million (2007: £0.4 million) has been made for long-term costs. The provision is estimated taking into 
consideration existing technology and current prices of site restoration after adjusting for expected future inflation as discounted  
using rates reflecting current market assessments of the time value of money and, where appropriate, the risks specific to the liability. 
The Group makes an estimate based on its experience and historical data (see note 25).

(g) Reserves
Commercial reserves are proven and probable oil and gas reserves, which are defined as the estimated quantities of crude oil, 
natural gas and natural gas liquids which geological, geophysical and engineering data demonstrate with a specified degree of 
certainty to be recoverable in future years from known reservoirs and which are considered commercially producible. There should 
be a 50 per cent statistical probability that the actual quantity of recoverable reserves will be more than the amount estimated as 
proven and probable reserves and a 50 per cent statistical probability that it will be less.

Commercial reserves used in the calculation of depreciation and for impairment test purposes are determined using estimates of  
oil and gas in place, recovery factors and future oil and gas prices. Management base their estimate of oil and gas reserves and 
resources upon competent persons’ reports (‘CPR’) provided by independent advisers.

(h) Impairment of goodwill
Determining whether goodwill is impaired requires an estimation of the value in use of the cash-generating units to which goodwill 
has been allocated. The value in use calculation requires the entity to estimate the future cash flows expected to arise from the cash 
generating unit and a suitable discount rate in order to calculate present value. The carrying amount of goodwill at 31 December 
2008 is shown in note 16.

(i) Share-based payments
The Group has equity-settled share option schemes and a performance share plan available to certain Directors and employees.  
In accordance with IFRS 2 Share-based payment, in determining the fair value of options granted, the Group has applied the 
Black-Scholes and stochastic models. As a result, the Group makes assumptions for expected volatility, expected life, risk free  
rate and expected divided yield. The fair value of options granted at 31 December 2008 is shown in note 27.

5. Revenue
An analysis of the Group’s revenue is as follows:
						      2008	 2007 
						      £’000	 £’000

Sale of hydrocarbon products						      1,792	 665
Investment revenue (note 12)						      2,850	 278

						      4,642	 943

Revised Notes to the Consolidated  
Financial Statements
For the year ended 31 December 2008 continued

1	 Restated, see note 7 for details
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6. Business and geographical segments
The Directors consider there to be only one business segment, the exploration and development of oil and gas revenues and only 
one geographical segment, being Ukraine.

7. Restatement
As discussed in the Revision of Annual Financial Report 2008 Statement on page 1 and in note 3(b), subsequent to the issuance of 
the original 2008 Annual Financial Report 2008, the Board identified certain payments that were inappropriately capitalised in the 
Company’s consolidated financial statements for the years ended 31 December 2006 and 2007. Accordingly, an adjustment has 
been made retrospectively reducing E&E assets by £3.6 million and PP&E by £0.3 million with a corresponding decrease in equity as 
at 31 December 2007 of £3.9 million.

As a result, the comparative financial information for the years ended 31 December 2007 has been restated with the adjustments 
made to the opening balances of assets, liabilities and equity for prior period restatements that occurred before the earliest period 
presented. A summary of the adjustments made to restate the prior year’s financial statements is as follows:

Balance sheet
							       Cumulative 
						      Accumulated	 translation 
				    E&E	 PP&E	 deficit	 reserves 
				    £’000	 £’000	 £’000	 £’000

At 1 January 2007 as previously stated				    5,771	 4,940	 (6,321)	 (157)
Inappropriate amounts capitalised				    (135)	 –	 (144)	 9

As at 1 January 2007 restated				    5,636	 4,940	 (6,465)	 (148)

At 31 December 2007 as previously stated				    28,687	 22,733	 (21,518)	 (492)
Inappropriate amounts capitalised				    (3,663)	 (276)	 (3,920)	 (19)

As at 31 December 2007 restated				    25,024	 22,457	 (25,438)	 (511)

Income statement
					     Other 
					     administrative	 Loss for the	 Loss per 
					      expenses	 year	 share 
					     £’000	 £’000	 £’000

For the year ended 31 December 2007 as previously stated			   (13,427)	 (15,199)	 (0.14)
Inappropriate amounts capitalised					     (3,776)	 (3,776)	 (0.04)

For the year ended 31 December 2007 restated				    (17,203)	 (18,975)	 (0.18)

Cash flow statement
				    Net cash			   Net cash 
				    outflow from			   used in 
				    operating	 Purchases of	 Purchases of	 investing 
				    activities	 PP&E	 E&E	 activities	
				    £’000	 £’000	 £’000	 £’000

For the year ended 31 December 2007 as previously stated		  (12,286)	 (4,601)	 (17,494)	 (39,932)
Inappropriate amounts capitalised				    (3,809)	 276	 3,533	 3,809

For the year ended 31 December 2007 restated			   (16,095)	 (4,325)	 (13,961)	 (36,123)

8. Other operating expenses
						      2008	 2007 
						      £’000	 £’000

Write-off of pre-licence expenditure						      –	 1,855

9. Loss for the year
The loss for the year has been arrived at after charging:
						      2008	 2007 
						      £’000	 £’000

Depreciation of property, plant and equipment 						      1,044	 598
Amortisation of other intangible assets (note 18)						      23	 1
Loss on disposal of property, plant and equipment					     112	 7
Consultancy fees						      6,358	 –
Staff costs (note 11) 						      3,715	 6,217

Net foreign exchange losses						      1,482	 539

Consultancy fees relate to consultancy fees paid in order to defend the legal issues over the Pirkovskoe and Zagoryanska licences 
and with the successful extension of the Zagoryanska licence.
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10. Auditors’ remuneration 
The analysis of auditors’ remuneration is as follows: 
						      2008	 2007 
						      £’000	 £’000

Audit fees
Fees payable to the Company’s auditors for the audit of the Company’s annual accounts 			   188	  257
Fees payable to the Company’s auditors and their associates for other services to the Group
– The audit of the Company’s subsidiaries pursuant to legislation					    20	 27

Total audit fees						      208	 284

Non-audit fees
– Other services pursuant to legislation						      133	 48
– Tax services						      111	 93
– Remuneration services						      70	 –
– Corporate finance services						      1,594	 –
– Other services 						      79	 –

Non-audit fees						      1,987	 141

Fees payable to Deloitte LLP and their associates for non-audit services to the Company are not required to be disclosed because 
the consolidated financial statements are required to disclose such fees on a consolidated basis. 

Corporate finance services represent the fee in respect of reporting accountants work performed in the year in relation to the Initial 
Public Offering (‘IPO’) and listing of the Company’s shares. Other services represent fees paid in respect of a staff secondment to the 
Company in relation to its financial reporting procedures as part of the IPO process.

11. Staff costs
The average monthly number of employees (including executive Directors) was:
						      2008	 2007 
						      Number	 Number

Executive Directors						      4	 3
Other employees						      407	 285

						      411	 288

						      £’000	  £’000

Their aggregate remuneration comprised:
Wages and salaries 						      3,581	 1,593
Social security costs						      31	 379
Other pension costs						      2	 1
Share-based payments (note 27)						      523	 4,244

						      4,137	 6,217

Within wages and salaries, £0.2 million (20071: £0.2 million) relates to amounts paid to executive Directors for services rendered. 
Included within wages and salaries, is £0.1 million (2007: £nil) capitalised to intangible exploration and evaluation assets. Within 
share-based payments, is £0.2 million (2007: £nil) capitalised to intangible exploration and evaluation assets and £0.1 million 
(2007: £nil) capitalised to development and production assets.

12. Investment revenue
						      2008	 2007 
						      £’000	 £’000

Interest on bank deposits						      2,850	 278

No additional investment revenue earned from loan and receivables (including cash and bank balances) have been recognised other 
than interest on bank deposits. 

13. Finance costs
						      2008	 2007 
						      £’000	 £’000

Unwinding of discount on decommissioning provision (note 25)					     56	 28

The transaction costs of equity transactions are accounted for as a deduction from equity to the extent that they are incremental 
costs directly attributable to the equity transaction that would otherwise have been avoided.

No additional gains or losses have been recognised on financial liabilities measured at amortised cost.

Revised Notes to the Consolidated  
Financial Statements
For the year ended 31 December 2008 continued

1	 Restated, see note 7 for details
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14. Taxation
						      2008	 2007 
						      £’000	 £’000

Current tax						      392	 9
Deferred tax (note 23)						      122	 212

						      514	 221

The Group’s operations are conducted primarily outside the UK. The most appropriate tax rate for the Group is therefore considered 
to be 25 per cent (2007: 25 per cent), the rate of profit tax in Ukraine which is the primary source of revenue for the Group. Taxation 
for other jurisdictions is calculated at the rates prevailing in the respective jurisdictions. 

The taxation charge for the year can be reconciled to the loss per the income statement as follows:

				    2008	 2008	 2007	 2007 
				    £’000	 %	 £’000	 %

Loss before tax
Continuing operations				    (24,363)	 100	 (18,754)	 100

Tax credit on loss at Ukraine corporation tax rate of 25 per cent			   (6,091)	 25	 (4,688)	 25
Permanent differences				    4,453	 (18)	 3,338	 (16)
Foreign exchange on operating activities				    (545)	 2	 –	 –
Tax losses generated in the year not yet recognised			   592	 (2)	 1,571	 (10)
Temporary differences				    2,134	 (9)	 –	 –
Utilisation of deferred tax asset not previously recognised on losses		  (29)	 –	 –	 –

Tax expense and effective tax rate for the year			   514	 (2)	 221	 (1)

15. Loss per Ordinary share 
Basic loss per Ordinary share is calculated by dividing the net loss for the year attributable to Ordinary equity holders of the parent by 
the weighted average number of Ordinary shares outstanding during the year. The calculation of the basic and diluted loss per share 
is based on the following data:
							       Restated

						      2008	 2007 
Losses						      £’000	 £’000

Loss for the purposes of basic loss per share being net loss attributable to equity holders of the parent		  (24,039)	 (18,973)

						      2008	 2007 
						      Number	 Number 
Number of shares						      ’000	 ’000

Weighted average number of Ordinary shares for the purposes of basic loss per share			   139,721	 106,165

						      2008	 2007 
						      £	 £

Earnings per Ordinary share
Basic and diluted						      (0.17)	 (0.18)

Dilutive loss per Ordinary share equals basic loss per Ordinary share as, due to the losses incurred in 2008 and 2007, there is no 
dilutive effect from the subsisting share warrants and share options. 

16. Goodwill 
							       £’000

At 1 January 2007							       –
Recognised on acquisition of subsidiaries 							       2,837
Exchange differences							       (33)

At 1 January 2008							       2,804
Exchange differences							       (296)

At 31 December 2008							       2,508

Goodwill acquired in a business combination is allocated, at acquisition, to the cash generating units (‘CGUs’) that are expected to 
benefit from that business combination. 

The recoverable amounts of CGUs are determined from value in use calculations. The key assumptions for the value in use 
calculations are those regarding the production flow rates, discount rates, relevant elements of Ukraine fiscal regime for petroleum 
operators and expected changes to selling prices and direct cost during the year. 

These assumptions reflect management’s best estimates, and have been revised in the year in light of the current economic environment 
which has resulted in more conservative estimates about the future. Management estimates discount rates that reflect the current market 
assessments of the time value of money and the risks specific to the CGUs. Changes in selling prices and direct costs are based on past 
practices and expectations of future changes in the market. 
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16. Goodwill continued
The key assumptions used to forecast cash flows from Ukraine operations are as follows:

Production flow rates, confirmed by experienced in-house geologists and engineers, supported by an independent reserve report •	
produced by an independent reservoir engineer, Gaffney, Cline & Associates Ltd.
Discount rate of 12.5 per cent (post-tax which approximates the Group’s adjusted tax-free rate of 15 per cent).•	
Inclusion of relevant elements of Ukraine fiscal regime for petroleum operators (such as production and royalty tax relevant to each •	
licence and corporate income tax of 25 per cent).
Expected future selling prices (based on current and anticipated market conditions for oil, condensate and gas).•	
Costs are based on best estimates with consideration to previous experience and inflation.•	

The fair value of goodwill has been allocated to all Ukraine assets as management believes that the anticipated future operating 
synergies gained on business acquisition can be used across the Group’s entire asset base in Ukraine. 

The Group tests goodwill annually for impairment or more frequently if there are indications that goodwill might be impaired. 

At 31 December 2008, no impairment of goodwill has been recognised (2007: £nil). 

17. Intangible exploration and evaluation assets 
							       £’000

At 1 January 2007 restated							       5,636
Additions on acquisition of subsidiaries 							       14,752
Additions restated							       14,512
Transfer from other intangible assets (note 18)							       14
Increase in estimate of decommissioning assets							      92
Transfer to property, plant and equipment (note 19)						      (10,313)
Exchange differences restated							       331

At 1 January 2008 restated							       25,024
Additions on acquisition of subsidiaries (note 28)							      2,077
Additions							       24,065
Increase in estimate of decommissioning assets							      190
Transfer to property, plant and equipment (note 19)						      (537)
Exchange differences							       (2,949)

At 31 December 2008							       47,870

Total intangible exploration and evaluation assets at 31 December 2008 include £0.9 million (2007: £0.7 million) in respect of 
decommissioning assets. Additions during the year include £1.7 million (2007: £0.6 million) of capitalised depreciation of development 
and production assets used in exploration and evaluation activities. 

Refer to note 4(a) for a detailed discussion on the legal proceedings surrounding the validity of the Group’s licences. 

18. Other intangible assets
Cost							       £’000

At 1 January 2007							       25
Additions							       9
Transfer to intangible exploration and evaluation assets (note 17)						      (14)
Transfer to property, plant and equipment (note 19)						      (4)
Exchange differences							       (2)

At 1 January 2008							       14
Additions							       149
Transfer from property, plant and equipment 							       6
Disposals							       (1)
Exchange differences							       (1)

At 31 December 2008							       167

Accumulated amortisation
At 1 January 2007							       –
Charge for the year							       1
Exchange differences							       –

At 1 January 2008							       1
Charge for the year							       23
Exchange differences							       (1)

At 31 December 2008							       23

Carrying amount
At 31 December 2008							       144

At 31 December 2007							       13

Other intangible assets principally comprise software licences. The amortisation charge is presented as part of administration expense. 

Revised Notes to the Consolidated  
Financial Statements
For the year ended 31 December 2008 continued
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19. Property, plant and equipment
						      Development 
						      and production 
					     Other	 assets	 Total 
					     £’000	 £’000	 £’000

Cost
At 1 January 2007					     636	 4,546	 5,182
Additions on acquisition of subsidiaries 					     902	 3,729	 4,631
Additions (restated)					     438	 3,887	 4,325
Transfer from intangible exploration and evaluation assets and other intangible assets (note 17 and 18)	 4	 10,313	 10,317
Disposals					     (148)	 (132)	 (280)
Exchange differences					     (31)	 (266)	 (297)

At 1 January 2008 (restated)					      1,801	  22,077	 23,878
Additions on acquisition of subsidiaries (note 28)					    –	 21	 21
Additions					     1,808	 19,414	 21,222
Transfer from intangible exploration and evaluation assets and other intangible assets (note 17 and 18)	 (545)	 1,076	 531
Increase in estimate of decommissioning assets 				    –	 21	 21
Disposals					     (150)	 (3)	 (153)
Exchange differences					     (161)	 (2,334)	 (2,495)

At 31 December 2008					     2,753	 40,272	 43,025

Accumulated depreciation
At 1 January 2007					     48	 194	 242
Additions on acquisition of subsidiaries 					     –	 39	 39
Charge for the year					     179	 971	 1,150
Disposals					     (11)	 (1)	 (12)
Exchange differences					     –	 2	 2

At 1 January 2008					     216	 1,205	 1,421
Charge for the year					     543	 2,463	 3,006
Disposals					     (37)	 –	 (37)
Exchange differences					     (67)	 (221)	 (288)

At 31 December 2008					     655	 3,447	 4,102

Carrying amount
At 31 December 2008					     2,098	 36,825	 38,923

At 31 December 2007 (restated)					     1,585	 20,872	 22,457

As at 31 December 2008, development and production assets totalling £25.8 million (20071: £10.0 million) were not depleted or 
depreciated pending commercial production. 

Refer to note 4(a) for a detailed discussion on the legal proceedings surrounding the validity of the Group’s licences. 

1	 Restated, see note 7 for details.
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20. Subsidiaries 
The Company had investments in the following subsidiary undertakings as at 31 December 2008, which principally affected the 
losses and net assets of the Group:
				    Country of	 Proportion 
				    incorporation	 of voting 
Name				    and operation	 interest %		  Activity

Directly held
Cadogan Petroleum Holdings Ltd			   UK	 100	 Holding company
Ramet Holdings Ltd			   Cyprus	 100	 Holding company

Indirectly held
Colby Petroleum Ltd			   British Virgin Islands	 100	 Holding company
Rentoul Ltd			   Isle of Man	 100	 Holding company
LLC Industrial Company Gazvydobuvannya			   Ukraine	 100	 Exploration
LLC AstroInvest-Ukraine			   Ukraine	 100	 Exploration
LLC Astro Gas			   Ukraine	 90	 Exploration
Rochefort Ventures Ltd			   Cyprus	 100	 Inactive exploration
Stickle Ltd			   Isle of Man	 100	 Holding company
USENCO International Inc.			   USA	 100	 Holding company
USENCO Ukraine			   Ukraine	 100	 Exploration
LLC USENCO Nadra			   Ukraine	 90	 Exploration
Momentum Energy International Inc			   Canada	 100	 Holding company
Momentum Enterprise Inc			   Canada	 100	 Holding company
Momentum Enterprise (Europe) Ltd			   Cyprus	 100	 Holding company
LLC JV Delta			   Ukraine	 100	 Exploration
Radley Investments Ltd			   UK	 100	 Holding company
LLC Astro-Energy			   Ukraine	 100	 Exploration
LLC Astroinvest-Energy			   Ukraine	 90	 Exploration
OJSC AgroNaftoGasTechService			   Ukraine	 79.90	 Construction services
LLC Mercor			   Ukraine	 100	 Exploration
LLC Cadogan Ukraine			   Ukraine	 100	 Corporate services
Cadogan Petroleum Holdings BV			   Netherlands	 100	 Holding company

As detailed in note 28, the Group acquired LLC Mercor during the year ended 31 December 2008. In addition LLC Cadogan Ukraine 
and Cadogan Petroleum Holdings BV were incorporated during the year ended 31 December 2008. 

21. Inventories 
						      2008	 2007 
						      £’000	 £’000

Material and supplies						      8,156	 1,654

22. Other financial assets 
Other non-current receivables
						      2008	 2007 
						      £’000	 £’000

VAT recoverable						      8,153	 3,060
Other receivables						      301	 –
Prepayments						      10,412	 –

						      18,866	 3,060

Trade and other receivables
						      2008	 2007 
						      £’000	 £’000

Other receivables						      304	 310
VAT recoverable						      1,814	 526
Prepayments						      19,371	 850

						      21,489	 1,686

The Group’s principal financial assets are bank balances and cash and other receivables none of which are past due. The Directors 
consider that the carrying amount of other receivables approximates their fair value.

All sales are made on a prepayment basis, so there are no trade receivables.

VAT balances recoverable from Ukraine authorities will only be recoverable once significant production commences. VAT will be 
recovered by netting off the VAT liabilities arising from future revenues. The portion that is not expected to be recovered within the 
next 12 months has been presented as non-current. The Directors consider amounts in the balance sheet to be fully recoverable.  
An allowance for impairment is made where there is an identified event which, based on previous experience, is evidence of a 
reduction in the recoverability of the cash flows. An impairment loss of £0.8 million (2007: £nil) was provided in 2008 due to a net 
release of provisions for certain Ukraine entities as VAT is entity specific, resulting in only those VAT recoverable balances within 
revenue generating entities being available for offset. 

Revised Notes to the Consolidated  
Financial Statements
For the year ended 31 December 2008 continued
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22. Other financial assets continued
Cash and cash equivalents
Cash and cash equivalents comprise cash held by the Group and the Company. The Directors consider that the carrying amount  
of these assets approximates their fair value.

23. Deferred tax
The following are the major deferred tax liabilities and assets recognised by the Group and movements thereon during the current 
and prior reporting period:
							       Temporary 
							       differences and 
							       accelerated tax  
							       depreciation 
							       £’000

At 1 January 2007							       276
Acquisition of subsidiaries							       497
Charge to income 							       212
Exchange differences							       (18)

At 1 January 2008							       967
Acquisition of subsidiaries (note 28)							       314
Charge to income 							       122
Exchange differences							       (165)

At 31 December 2008							       1,238

At 31 December 2008, temporary differences associated with foreign exchange gains arising on net investments in foreign 
subsidiaries for which deferred tax liabilities have not been recognised totalled £38.9 million (2007: £nil). No deferred tax liabilities 
have been recognised in respect of these differences because the Group is in a position to control the timing of the reversal of the 
temporary differences and it is probable that such differences will not reverse in the foreseeable future.

At 31 December 2008, the Group had unused tax losses of £15.9 million (2007: £10.1 million) available for offset against future taxable 
profits. Tax losses have not been recognised as deferred tax assets due to the uncertainty that profits will be available in future periods 
against which they can be utilised. 

Of the Group’s total unused tax losses, £4.5 million (2007: £5.2 million) relate to losses incurred in the UK. These tax losses are 
available to shelter future non-trading profits arising within Cadogan Petroleum Holdings Ltd. These losses are not subject to a time 
restriction on expiry. 

Total unused tax losses of £1.8 million (2007: £1.3 million) relate to losses incurred by USENCO International Inc. in the USA. Net 
operating losses (‘NOL’) can be carried forward and utilised to offset taxable income arising in the succeeding 20 years. However,  
if there is a change in ownership, the losses would be subject to an annual limitation, being broadly the NOL at the date of change  
in ownership, multiplied by the federal interest rate at that time. 

Unused tax losses incurred by Ukraine subsidiaries, amount to £9.6 million (2007: £3.6 million). Under general provisions, these losses 
may be carried forward indefinitely to be offset against any type of taxable income arising from the same company of origination. Tax 
losses may not be surrendered from one Ukraine subsidiary to another. However, in the last few years, Ukraine legislation has been 
established imposing restrictions regarding the carry forward of tax losses. Should similar restrictions be introduced in future periods 
and before the Ukraine companies become profitable, the accumulated tax losses at 31 December 2008 may potentially not be used. 

24. Other financial liabilities 
Trade and other payables
						      2008	 2007 
						      £’000	 £’000

Trade creditors 						      3,012	 1,494
Other taxes and social security						      43	 99
Other creditors and payables						      318	 596
Accruals 						      952	 866

						      4,325	 3,055

Trade creditors and accruals principally comprise amounts outstanding for trade purchases and ongoing costs. The average credit 
period taken for trade purchases is 20 days (2007: 45 days). The Group has financial risk management policies to ensure that all 
payables are paid within the credit timeframe.

The Directors consider that the carrying amount of trade and other payables approximates to their fair value. No interest is generally 
charged on balances outstanding. 
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24. Other financial liabilities continued
Other financial liability
						      2008	 2007 
						      £’000	 £’000

Other financial liability						      –	 1,583

In December 2007, 2,777,778 Ordinary shares of £0.03 each were issued for a consideration of £1.80 per share raising a total cash 
consideration of £5,000,000. As a condition of this placing, it was agreed that in the event that the Company did not complete any 
additional placings at the increased price per share of £1.80 prior to 15 March 2008, the weighted average price per share for this 
tranche of shares would revert to £1.23. Additional shares would then fall due to be issued with no additional cash consideration 
being due. 

Refer to note 25 for further disclosures.

The above information has been restated to reflect the share consolidation that took place in June 2008.

25. Provisions
					     Decommissioning	 Other	 Total 
					     £’000	 £’000	 £’000

At 1 January 2007					     524	 29	 553
Additions on acquisitions of subsidiaries 					     113	 20	 133
Additions					     225	 –	 225
Change in estimate					     (133)	 –	 (133)
Utilisation of provision					     –	 (11)	 (11)
Unwinding of discount on decommissioning provision (note 13)				    28	 –	 28
Exchange differences					      (21)	 –	 (21)

At 1 January 2008					     736	 38	 774
Additions					     –	 21	 21
Change in estimate					     211	 –	 211
Utilisation of provision					     (57)	 –	 (57)
Unwinding of discount on decommissioning provision (note 13)				    56	 –	 56
Exchange differences					     (86)	 –	 (86)

At 31 December 2008					     860	 59	 919

Included in long-term provisions							       469
Included in current provisions							       450

							       919

In accordance with the Group’s environmental policy and applicable legal requirements, the Group intends to restore the site of 
geological exploration upon the completion of the exploration phase. A short-term provision of £0.5 million (2007: £0.4 million) has 
been made for decommissioning costs, which are expected to be incurred within the next year as a result of the demobilisation of 
drilling equipment and respective site restoration.

The long-term provision recognised in respect of decommissioning reflects management’s estimate of the net present value of the 
Group’s share of the expenditure expected to be incurred in this respect. This amount has been recognised as a provision at its net 
present value, using a discount rate that reflects the market assessment of time value of money at that date, and the unwinding of  
the discount on the provision has been charged to the income statement. Key assumptions underlying the calculation are a pre-tax, 
risk-free discount rate, estimated to be 15 per cent and inflation estimated to be 12 per cent. These expenditures are expected to be 
incurred at the end of the producing life of each field in the removal and decommissioning of the facilities currently in place (currently 
estimated to be between 13 and 18 years).

26. Share capital
Authorised and issued equity share capital
				    2008		  2007	  
				    Number	 2008	 Number	 2007 
				    ’000	 £’000	 ’000	 £’000

Authorised
Ordinary shares of £0.03 each (2007: Ordinary shares of £0.01 each)		  1,000,000	 30,000	 600,000	 6,000

Issued
Ordinary shares of £0.03 each (2007: Ordinary shares of £0.01 each)		  231,092	 6,933	 416,941	 4,169

The Company has one class of Ordinary shares which carry no right to fixed income. On 10 June 2008, the authorised share capital 
was increased by £24.0 million by the creation of an additional 800 million Ordinary shares of £0.03 each.

Revised Notes to the Consolidated  
Financial Statements
For the year ended 31 December 2008 continued
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26. Share capital continued
Issued equity share capital
							       Ordinary shares 
							       of £0.03 
							       Number

At 1 January 2007							       85,692,956
Shares issued							       52,373,998
On acquisition of Ramet Holdings Ltd 							       913,333

At 1 January 2008							       138,980,287
Allotment of shares							       92,111,447

At 31 December 2008							       231,091,734

On 10 June 2008, the Company consolidated every three Ordinary shares at £0.01 each in the capital of the Company into one 
Ordinary share of £0.03 each. During the period, the Company issued an additional 92,111,447 Ordinary shares at £0.03 each,  
as follows:

(a)	1,023,991 Ordinary shares at £0.03 each were agreed to be issued as part of the consideration for the acquisition of Ramet 
Holdings Limited that took place on 26 December 2007. These shares were then issued in January of 2008. 

(b)	813,577 Ordinary shares at £0.03 each for which funds, in the amount of £1,000,700 were received in 2007 and shares were 
issued in January and February of 2008 at which time the amounts were reclassified as share capital and share premium. 

(c)	Associated with the financial liability at 31 December 2007 (note 23), as the Company did not complete any additional placing of 
shares at the increased price per share of £1.80 (price post-share consolidation), in accordance with the terms of the share 
agreement, the price per share was reduced to £1.23 (price post share consolidation) per share. This resulted in 1,287,263 
Ordinary shares of £0.03 each being issued on 9 April 2008, thus extinguishing the other financial liability at 31 December 2007. 

(d)	The Company issued 22,543,137 Ordinary shares of £0.03 each through private equity fundraising for total gross proceeds of 
£27.7 million. 

(e)	On 18 June 2008, the Company completed its initial public offering on the main market of the London Stock Exchange, by issuing 
66,443,479 new Ordinary shares at £0.03 each for total gross proceeds of £152.8 million. 

The information shown above in (a) to (e) has been restated to reflect the share consolidation that took place on 10 June 2008.

27. Share-based payments 
Equity-settled share-based payments
Under the terms of an agreement dated 17 February 2006, which was subsequently updated on 20 September 2006 and 8 May 
2007 the Company’s broker and financial adviser Fox-Davies Capital (‘Fox-Davies’) were granted warrant rights. Under the terms of 
this agreement as amended on 8 May 2007, Fox-Davies became entitled, on completion of any share placing, to be granted warrants 
to subscribe for four and one half of a per cent (which was changed from six per cent at 20 September 2006 and five per cent at 
17 February 2006) of the total number of shares allotted by the Company on funds raised by Fox-Davies, such warrants to be 
exercisable at a price per share equal to the placing price (average price of £0.82 and £1.23, price post-share consolidation) and to 
be exercisable at any time within the five-year period following completion of the placing.

Equity settled share-based payments are measured at fair value (excluding the effect of non-market based vesting conditions) at the 
date of grant. At 31 December 2008, 15.2 million (2007: 13.2 million) warrants had accrued to Fox-Davies and these were deemed to 
hold a value when granted equivalent to one half of one per cent cash commission on gross funds raised. This valuation has been 
made with reference to the additional commission which would have been due to Fox-Davies had the warrants not been granted. 
The monetary value of the warrants was calculated as £0.6 million (2007: £0.4 million). 

In accordance with the Group’s accounting policy, the costs of an equity transaction are accounted for as a deduction from equity to 
the extent they are incremental costs directly attributable to the equity transaction that would otherwise have been avoided. As a 
result, there is no impact on the Group’s income statement during the current or previous year.

Equity-settled share option scheme
The Company has two Share Option schemes, 2007 and 2008 Share Option Plans, under which options to subscribe for the 
Company’s shares have been granted to certain executive Directors and employees of the Group. Options are exercisable at various 
prices and vest on achieving certain performance criteria. If the options remain unexercised after a period of five years from the date 
of grant, the options expire. Options are forfeited if the executive Director or employee leaves the Group before the options vest. All 
2007 share option plans have been restated to Ordinary shares of £0.03 (post-share consolidation). 
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27. Share-based payments continued
Details of the share options outstanding at the end of the year were as follows:

	 2007 Share Option Plan	 2008 Share Option Plan	 Total

		  Number of	 Weighted	 Number of	 Weighted	 Number of	 Weighted 
		  share options	 Average price	 share options	 Average price	 share options	 Average price 
		  ’000	 £	 ’000	 £	 ’000	 £

Outstanding at 1 January 2008		  14,282	 0.82	 –	 –	 14,282	 0.82
Granted during the year		  217	 1.23	 837	 0.86	 1,054	 0.94

Outstanding at 31 December 2008		  14,499	 0.83	 837	 0.86	 15,336	 0.83

Exercisable at 1 January 2008 and 31 December 2008	 5,713	 0.82	 –	 –	 5,713	 0.82

No share options were forfeited, exercised or expired during the year (2007: nil). Options were granted under the 2007 Share Option 
Plan on 11 September 2007 and 19 February 2008, and under the 2008 Share Option Plan, on 9 October 2008. The options 
outstanding at 31 December 2008 had a weighted average exercise price of £0.83 (ranging from £0.82 to £0.86), and a weighted 
average remaining contractual life of 49 months. 

The options are split into three tranches with each tranche subject to performance conditions as follows (note that the 2007 Share 
Option Plan included options under tranches 1, 2, and 3, the 2008 Share Option Plan, included only tranche 2 and 3):

Option Tranche 1
Options vest immediately upon grant date. 

Option Tranche 2 
50 per cent of this Tranche of options granted will vest and become exercisable when the Group has sales over a continuous •	
period of 90 days of at least 5,000 barrels of oil equivalent per day.
50 per cent of this Tranche of options granted will vest and become exercisable when the Group has sales over a continuous •	
period of 90 days of at least 10,000 barrels of oil equivalent per day.

Barrels of oil equivalent means the aggregate of: barrels of oil, barrels of condensate; and gas converted to equivalent barrels on the 
basis of 6,000 standard cubic feet per barrel at a standard temperature and pressure.

Sales shall not include sales to any subsidiary or sales which are not on an arm’s length basis.

Option Tranche 3
Under the 2007 Option plan, options vest upon the earlier of:

admission, being the date on which the shares are first admitted on any stock exchange, at an initial price per share of £3.28 and, •	
maintaining a daily average price per share of at least £3.28 for any period of 45 consecutive days after admission; and
a trade sale at a price per share of at least £3.28.•	

Under the 2008 Option plan, options vest upon the earlier of:
when a daily average price per share of at least £3.28 is maintained for any period of 45 consecutive days after admission; and•	
a sale at a price per share of at least £3.28. •	

Details for each tranche outstanding at the end of the year and subject to continuous employment were as follows:

	 2007 Share Option Plan	 2008 Share Option Plan

	 Tranche 1	 Tranche 2	 Tranche 3	 Tranche 1	 Tranche 2	 Tranche 3	 Total 
	 ’000	 ’000	 ’000	 ’000	 ’000	 ’000	 ’000

Outstanding at 1 January 2008	 5,713	 5,713	 2,856	 –	 –	 –	 14,282
Granted during the year	 –	 217	 –	 –	 558	 279	 1,054

Outstanding at 31 December 2008	 5,713	 5,930	 2,856	 –	 558	 279	 15,336

Exercisable at 1 January 2008
and 31 December 2008	 5,713	 –	 –	 –	 –	 –	 5,713

The fair values of the options have been calculated using the following models:
Option Tranches 1 and 2 – not subject to any market-based performance conditions, and therefore the Black-Scholes model has •	
been used. 
Option Tranche 3 – market-based performance conditions must be included in the calculation of fair value and therefore the •	
stochastic model has been considered the most appropriate.

Revised Notes to the Consolidated  
Financial Statements
For the year ended 31 December 2008 continued
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27. Share-based payments continued
The inputs into the models were as follows:
	 2007 Share Option Plan	 2008 Share Option Plan
				    Black-Scholes	 Stochastic	 Black-Scholes	 Stochastic

Weighted average share price (£)				    1.23	 1.23	 0.87	 0.87
Weighted average exercise price (£)				    0.82	 0.82	 0.86	 0.86
Expected volatility (%)				    55	 55	 56.9	 56.9
Expected term (years)				    2.5 	 5	 6.5	 9
Risk free rate (%)				    4.99	 4.98	 4.29	 4.29
Expected dividend yield (%)				    –	 –	 –	 –

As the Company recently listed its shares, the expected volatility was determined by considering the historical volatility of other similar 
entities. Similar entities have been chosen as the FTSE AIM Oil & Exploration constituents (with a market capitalisation of greater than 
£100 million) for the 2007 Share Option Plan and the FTSE All Share Oil & Exploration sector (with a market capitalisation between 
£40 million and £500 million) for the 2008 Share Option Plan at the grant date.
 
The exercise price was established in accordance with the terms included within the share option scheme. 

The aggregate of the estimated fair values of the options granted under the two share option plans is £9.4 million (2007: £9.0 million), 
split respectively between the various tranches as follows: Option Tranche 1: £3.6 million (2007: £3.6 million); Option Tranche 2: £3.9 
million (2007: £3.6 million); Option Tranche 3: £1.9 million (2007: £1.8 million). 

The Group recognised total expenses of £0.5 million related to equity-settled share-based payment transactions in 2008 (2007: 
£4.2 million). Of this expense, £nil (2007: £3.6 million) relates to Option Tranche 1 and £0.5 million (2007: £0.6 million) relates to Option 
Tranche 2. No expense has been recognised for Option Tranche 3 as this is considered to be a discrete event and therefore it will  
be recognised when the conditions are met. Of the total amount recognised during 2008, in relation to equity-settled share-based 
payment transactions, £0.3 million has been capitalised (2007: £nil). 

The recognition of expense has been based on a vesting period as determined by reference to the Group’s cash flow projections  
and forecasts.

Equity-settled performance share plan
Following the IPO of the Company on 23 June 2008, the Company implemented an equity-settled share option (‘PSP’) scheme for 
executive Directors and certain employees within the Group. Awards under the PSP are satisfied by the issue of new shares or from 
shares purchased in the market. The PSP offers an option that grants the right to acquire shares at no cost, subject to meeting 
performance and vesting criteria. 

The PSP awards entitle the recipient to up to 150 per cent of their salary valued at the share price at the grant date. The awards vest 
in three years time subject to the Company achieving certain production and reserves targets. The production performance criteria 
will be measured on the average barrels of oil equivalent per day for the period 1 July 2010 to 31 December 2010. Proved and 
probable reserves will be measured at the end of the 2010 financial year. PSP awards require service with the Company for 
three years. 

Details for each tranche outstanding at the end of the year were as follows:
							       Number of 
							       share awards 
							       ’000

Outstanding at 1 January 2008							       –
Granted during the year							       2,522

Outstanding at 31 December 2008							       2,522

No PSP awards were forfeited, exercised or expired during the year (2007: nil) and no PSP awards are exercisable at 31 December 
2008 (2007: nil).

The options outstanding at 31 December 2008 had a nil-cost exercise price, and a weighted average remaining contractual life of 
33 months. 

The awards are not subject to any market-based performance conditions and therefore the Black-Scholes model has been used. 
The inputs into the models were as follows:
							       Black-Scholes

Weighted average share price (£)							       86.75
Weighted average exercise price (£)							       –
Expected volatility (%)							       51.5
Expected term (years)							       3
Risk free rate (%)							       –
Expected dividend yield (%)							       0
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27. Share-based payments continued
As the Company recently listed its shares, the expected volatility was determined by considering the historical volatility of other similar 
entities. Similar entities have been chosen as the FTSE All Share Oil & Exploration sector (with a market capitalisation between £40 
million and £500 million) at the grant date.

The estimated fair value of the awards granted under the PSP is £2.2 million (2007: £nil).

The Group did not recognise any expense associated with these awards as the Directors do not believe that achievement of the 
performance conditions will be met.

28. Acquisition of subsidiaries 
LLC Mercor 
On 16 January 2008, LLC Astro-Energy (‘Astro-Energy’), a wholly-owned subsidiary of the Group, signed an agreement to acquire  
a 99.991 per cent interest in LLC Mercor (‘Mercor’) for a cash consideration of USD4.35 million. On the same date, LLC Astroinvest-
Ukraine (‘Astroinvest-Ukraine’), a wholly-owned subsidiary of the Group, signed an agreement to acquire the remaining 0.009 per 
cent interest in Mercor for USD490. Approval of this acquisition was received from the Anti-Monopoly Committee of Ukraine on  
28 February 2008.

Mercor holds an interest in JAA #17 on the Zagoryanska Licence, in which an interest was previously acquired by the Group through 
the purchase of Radley Investments Limited. As a result of the acquisition of Mercor, Astro-Energy and Astroinvest-Ukraine together 
hold a 54.5 per cent interest in JAA #17. 

The transaction has been accounted for as a business combination using an effective date of 8 April 2008, being the date that the 
Group gained control of Mercor. For reasons of materiality and practicality, the Group has consolidated Mercor’s results from 
1 April 2008. 
						      Book value	 Fair value 
						      £’000	 £’000

Net assets acquired
Intangible exploration and evaluation assets						      905	 2,077
Property, plant and equipment						      21	 21
Inventories						      160	 8
Trade and other receivables						      149	 475
Trade and other payables						      (23)	 –
Non-current provisions						      (56)	 –
Deferred tax asset/(liability)						      14	 (314)

						      1,170	 2,267
Total consideration							       2,267

Satisfied by:
Cash							       2,251
Directly attributable costs							       16

Net cash outflow arising on the transaction
Cash consideration							       2,267

In presenting the Group’s interim financial statements for the period ending 30 June 2008, the fair values of the identifiable assets and 
liabilities acquired as part of the Mercor acquisition had been assessed on a preliminary basis in accordance with IFRS 3 Business 
Combinations as valuations on certain identifiable assets and liabilities were not then complete. These valuations are now complete 
and as a result, the fair values of the identifiable assets and liabilities have been adjusted to reflect management’s best estimate. 

Management has considered that the purchase consideration equals the aggregate of the fair values of the identifiable assets and 
liabilities including intangible exploration and evaluation assets of Mercor and therefore no goodwill has been recorded on the 
acquisition. Deferred tax has been recognised in respect of the fair value adjustments as applicable.

Mercor contributed £2,805 to revenue and a loss of £0.2 million to the Group’s loss before tax for the period between the date of 
acquisition and the balance sheet date. 

If the acquisition of Mercor had been completed on the first day of the period to 31 December 2008, Group revenues for the period 
would have been £1.8 million and Group loss attributable to equity holders of the parent would have been £21.8 million.

Zagoryanska JAA #1
On 18 January 2008, Astro-Energy acquired a 99.91 per cent stake in the Zagoryanska JAA #1 from Profit LLC for cash 
consideration of USD1 million. The other participant in this joint activity agreement, holding a 0.09 per cent interest, is 
Poltavanaftogazgeology, a subsidiary of NJSC Nadra Ukraine, a state owned company. Approval of this acquisition was received 
from the Anti-Monopoly Committee of Ukraine on 25 April 2008.

This acquisition has not been treated as a business combination as defined in IFRS 3 Business Combinations as management 
consider that this was an acquisition of business assets rather than that of a business as defined in IFRS 3. 

Revised Notes to the Consolidated  
Financial Statements
For the year ended 31 December 2008 continued
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28. Acquisition of subsidiaries continued
Ramet Holdings Limited
Additional cash consideration of £0.1 million was paid in 2008 for the acquisition of Ramet Holdings Limited which took place on 
26 December 2007. 

The total cash consideration, during the year ended 31 December 2008, in respect of the acquisition of LLC Mercor and Ramet 
Holdings Limited, was £2.4 million.

29. Notes to the revised cash flow statement
							       Restated

						      2008	 2007 
						      £’000	 £’000

Operating loss						      (27,157)	 (19,004)
Adjustments for:
Depreciation of property, plant and equipment						      1,044	 598
Depreciation of other intangible assets						      23	 2
Loss on disposal of property, plant and equipment					     112	 7
Share-based payments						      205	 4,244
Effect of foreign exchange rate changes						      (3,961)	 (188)

Operating cash flows before movements in working capital				    (29,734)	 (14,341)
Increase in inventories						      (6,494)	 (658)
Increase in receivables						      (7,408)	 (603)
Increase/(decrease) in payables						      1,383	 (484)

Cash used in operations						      (42,253)	 (16,086)
Income taxes paid						      (279)	 (9)

Net cash outflows from continuing operations					     (42,532)	 (16,095)

Cash and cash equivalents (which are presented as a single class of assets on the balance sheet) comprise cash at bank and other 
short-term highly liquid investments that are readily convertible to a known amount of cash and which are subject to an insignificant 
risk of change in value.

30. Financial instruments 
Capital risk management
The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern, while maximising  
the return to shareholders.

The capital resources of the Group consists of cash and cash equivalents arising from equity attributable to equity holders of the 
parent, comprising issued capital, reserves and retained earnings as disclosed in the consolidated statement of changes in equity. 

Externally imposed capital requirement
The Group is not subject to externally imposed capital requirements. 

Significant accounting policies
Details of the significant accounting policies and methods adopted, including the criteria for recognition, the basis of measurement, 
the basis on which income and expenses are recognised, in respect of each class of financial asset, financial liability and equity 
instrument are disclosed in note 3 to the consolidated financial statements. 

Categories of financial instruments
						      2008	 2007 
						      £’000	 £’000

Financial assets
Cash and cash equivalents						      72,026	 13,957 
Other receivables 						      390	 281

						      72,416	 14,238

Financial liabilities
Trade creditors						      3,012	 1,494
Other creditors and payables						      305	 596
Other financial liability						      –	 1,583

						      3,317	 3,673

Fair value of financial liabilities
As discussed in note 23, a financial liability was recognised in relation to the issuance of Ordinary shares during the prior year as 
the number of shares issued was dependent on future placing. The fair value had been determined as being the fair market value of 
the Company’s Ordinary shares of £1.23 per share (price post-share consolidation) as at 31 December 2007. No such amount exists 
in 2008.
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30. Financial instruments continued
Financial risk management objectives
Management provides services to the business, co-ordinates access to domestic and international financial markets and monitors and 
manages the financial risks relating to the operations of the Group in Ukraine through internal risks reports which analyse exposures by 
degree and magnitude of risks. These risks include commodity price risks, foreign currency risk, credit risk, liquidity risk and cash flow 
interest rate risk. 

The Group does not enter into or trade financial instruments, including derivative financial instruments, for speculative purposes. 

As the Group has no committed borrowings, the Group is not exposed to any risks associated with fluctuations in interest rates.  
A five per cent fluctuation in interest rates applied to cash balances held at the balance sheet date would impact the Group by 
approximately £3.6 million over a 12 month period. 

The Audit Committee of the Board reviews and monitors risks faced by the Group through meetings held three times a year. 

Commodity price risk
The commodity price risk related to Ukrainian gas and condensate prices and, to a lesser extent, prices for crude oil are the Group’s 
most significant market risk exposures. World prices for gas and crude oil are characterised by significant fluctuations that are 
determined by the global balance of supply and demand and worldwide political developments, including actions taken by the 
Organisation of Petroleum Exporting Countries. These fluctuations may have a significant effect on the Group’s revenues and 
operating profits going forward. The Ukrainian gas price has historically been, and currently remains, at a discount to gas prices 
prevailing in the European Union. The principal factor in the current Ukrainian gas price is bi-lateral negotiations with Gazprom to 
establish the price of gas imports from Russia. The price for Ukrainian gas is based on the current price of these gas imports 
from Russia, which are nonetheless influenced by world prices, and it is expected that the trend of Ukrainian prices becoming 
more aligned with prevailing European and world prices will continue. Ukrainian gas prices are also influenced in some degree by 
local supply and demand. Management continues to expect that the Group’s principal market for gas will be the Ukrainian 
domestic market.

The Group does not hedge market risk resulting from fluctuations in gas, condensate and oil prices.

Foreign exchange risk and foreign currency risk management
The Group undertakes certain transactions denominated in foreign currencies. Hence, exposures to exchange rate fluctuations 
arise; however as the Group does not hold large quantities of foreign currency it is therefore is not exposed to significant foreign 
currency risk. 

The Group to date has elected not to hedge its exposure to the risk of changes in foreign currency exchange rates.

The carrying amounts of the Group’s foreign currency denominated monetary assets and monetary liabilities at the reporting date are 
as follows:
		  Assets
				    		  2008	 2007 
						      £’000	 £’000

US dollars (‘USD’)						      15,289	 997

Foreign currency sensitivity analysis
The Group is exposed primarily to movements in other currencies against the GBP as this is the presentational currency of the 
Group. In order to fund operations, USD funds are primarily converted from GBP into USD to fund operations at which time they are 
converted to UAH. Sensitivity analyses have been performed to indicate how the profit or loss would have been affected by changes 
in the exchange rate between the GBP and USD. The analysis is based on a weakening of the GBP by 10 per cent against the USD 
in which the Group has significant assets and liabilities at the end of each respective period. A movement of 10 per cent reflects a 
reasonably possible sensitivity when compared to historical movements over a three to five year timeframe. The sensitivity analysis 
includes only outstanding foreign currency denominated monetary items and adjusts their translation at the period end for a ten per 
cent change in foreign currency rates. 

A positive number below indicates an increase in profit where GBP strengthens ten per cent against the USD. For a ten per cent 
weakening of the GBP against the USD, there would be an equally and opposite impact on the profit and the balances would  
be negative. 

The following table details the Group’s sensitivity to a ten per cent decrease in the GBP against the USD.

						      2008	 2007 
						      £’000	 £’000

Income statement						      (2,214)	 (199)

Revised Notes to the Consolidated  
Financial Statements
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30. Financial instruments continued
The Group’s sensitivity to foreign currency has increased due to a weakening of the GBP against the USD; however this has  
been offset by a weakening of the UAH, the Group’s operating currency. In management’s opinion, the sensitivity analysis is 
unrepresentative of the inherent foreign exchange risk as the year end rate exposure does not reflect the exposure during the  
year. The UAH has significantly weakened against both the GBP and USD, resulting in increased purchasing power in Ukraine. 

Inflation risk management
Inflation, in Ukraine and in the international market for oil and gas, may affect the Group’s cost for equipment and supplies. The 
Directors expect that the Group’s practices of raising funds in GBP and keeping deposits in GBP and USD accounts until funds are 
needed and selling its production in the spot market, coupled with the linkage of the currency in Ukraine and to the US dollar, enable 
the Group to manage the risk of inflation. 

Credit risk management
Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the Group.  
The Group does not have any significant credit risk exposure as the normal terms for sales of gas and condensate to the Group’s 
customers require payment before delivery. In the future, the Group could face issues with customers if curtailments of throughput  
in the gas transportation system delay deliveries to customers, but the Group has yet to experience such issues and transportation 
remains the responsibility of the customer once the Group has delivered product to the transportation system.

The Group makes allowances for impairment of receivables where there is an identified event which, based on previous experience, 
is evidence of a reduction in the recoverability of cash flows. 

The credit risk on liquid funds (cash) is considered to be limited because the counterparties are financial institutions with high and 
good credit ratings assigned by international credit-rating agencies in the UK and Ukraine, respectively.

The carrying amount of financial assets recorded in the financial statements represents the Group’s maximum exposure to credit risk.

Liquidity risk management
Ultimate responsibility for liquidity risk management rests with the Board of Directors, which has built an appropriate liquidity risk 
management framework for the management of the Group’s short-, medium- and long-term funding and liquidity management 
requirements. The Group manages liquidity risk by maintaining adequate cash reserves and by continuously monitoring forecast  
and actual cash flows. 

The Group’s financial liabilities are not significant and therefore no maturity analysis has been presented. All financial liabilities held by 
the Group are non-interest bearing. 

Further information relevant to liquidity risk management is included in note 3. 
 
31. Commitments and contingencies
Joint activity agreements
The Group has interests in 11 licences for the conduct of its exploration and development activities within Ukraine. Each licence is 
held with the obligation to fulfil a minimum set of exploration activities within its term and is summarised on an annual basis, including 
the agreed minimum amount forecast expenditure to fulfil those obligations. The activities and proposed expenditure levels are 
agreed with the government licensing authority Nadra. 

The minimum required future financing of exploration and development work on fields under the licence obligations are as follow:

						      2008	 2007 
						      £’000	 £’000

Within one year						      24,475	 26,895
Between one and five years						      7,399	 18,821

						      31,874	 45,716

A greater level of capital expenditure is, however, budgeted over the above period to achieve the Group's corporate targets.
 
Ramet Holdings Limited
Under the terms of acquisition of Ramet Holdings Limited, the Group has a contingent liability in relation to the deferred consideration equal 
to the number of recoverable proven and probable barrels of oil equivalent from the first two wells drilled and tested in the Malynovestske 
Field (the Malynovestske licence area in the Bogorodchansky Administration District of the Ivano-Frankiviska Administration Region in 
western Ukraine). For the purpose of ascertaining the quantity of oil equivalent recoverable, the parties should instruct a suitably qualified 
and insured independent expert of at least 10 years’ standing. Payment shall be made within 30 days of the expert’s report and, 
notwithstanding that report, shall not exceed USD5 million. 

Gas processing plants
In July 2008, the Group entered into agreements to build two gas treatment plants; the first to process the anticipated production 
from the Bitlyanska licence area (containing the Bitlya and Borynya fields) and the second to process the anticipated production from 
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31. Commitments and contingencies continued
the Pirkovskoe field. The total cost for the two gas processing plants is USD54.4 million (£37.6 million), of which USD10.9 million 
(£7.6 million) is currently outstanding. The new gas processing plants are currently being constructed in Dubai, and will be imported 
into Ukraine if testing results confirm the commercial viability of the fields and the future success of the licences are certain. 
Alternatively other viable methods of handling the gas output will be considered allowing the Group to market the plants to augment 
its funds. 

32. Related party transactions
Transactions between the Company and its subsidiaries, which are related parties, have been eliminated on consolidation and are 
not disclosed in this note. 

Acquisition of subsidiary 
On 26 December 2007, the Company acquired Ramet Holdings Ltd, a company which was owned by Mark Tolley, an executive 
Director of the Company. Ramet Holdings Limited is the beneficial owner of 79.9 per cent shares in the Ukrainian company OJSC 
‘AgroNaftGasTechService’ which holds interests in two licences and provides construction services to the oil and gas sector. Prior to 
being held by Ramet Holdings Limited, the shares in OJSC ‘AgroNaftGasTechService’ were originally held by Mark Tolley and Vasyl 
Vivcharyk both of whom were executive Directors of the Group during the year. Refer to note 28 for further details of the transaction. 

In 2008, an outstanding payment of £0.1 million was made in respect of the acquisition to Mark Tolley and Vasyl Vivcharyk. 

Remuneration of key management personnel
The remuneration of the Directors, who are the key management personnel of the Group, is set out below in aggregate for each of 
the categories specified in IAS 24 Related Party Disclosures. Further information about the remuneration of individual Directors is 
provided in the audited part of the Directors’ Remuneration Report on pages 27 to 32.

	 Purchase of services	 Amounts owing
					     Restated		   
				    2008	 2007	 2008	 2007 
				    £’000	 £’000	 £’000	 £’000

Short-term employee benefits				    1,257	 1,045	 103	 86
Share-based payments				    523	  4,244	 –	 –

				    1,780	 5,289	 103	 86

No Directors belong to pension schemes operated by the Group although, in 2007 the Group made contributions of £1,408 to a 
former Director’s’ personal pension plan which are not included in the above table. 

The total remuneration of the highest paid Director was £0.3 million in the year (2007: £0.3 million).

Other related party transactions
The completeness of disclosure of related party transactions is affected by the ongoing investigations into alleged irregularities 
involving certain former executive Directors as described further in note 3(b) and the Revision of Annual Financial Report 2008 
Statement on page 1. 

Revised Notes to the Consolidated  
Financial Statements
For the year ended 31 December 2008 continued
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						      2008	 2007 
					     Notes	 £’000	 £’000

Assets
Non-current assets
Investments					     36	 4,145	 4,145
Receivables from subsidiaries					     35	 205,130	 82,298

						      209,275	 86,443
Current assets
Trade and other receivables					     37	 139	 64
Cash and cash equivalents						      45,218	 84

						      45,357	 148
Total assets						      254,632	 86,591

 
Liabilities
Current liabilities
Trade and other payables					     38	 (587)	 (324)
Other financial liability					     38	 –	 (1,583)

Total liabilities						      (587)	 (1,907)

Net assets						      254,045	 84,684

 
Equity
Share capital					     39	 6,933	 4,169
Share premium account						      250,373	 78,028
Shares to be issued						      –	 2,260
Accumulated deficit						      (8,618)	 (4,447)
Other reserves						      5,357	 4,674

Total equity						      254,045	 84,684

The financial statements were approved by the Board of Directors and authorised for issue on 20 April 2009. 

They were signed on its behalf by:

Philip Dayer
Director
8 October 2009 (originally signed on 20 April 2009)

The notes on pages 68 to 70 form part of these financial statements. 

Company Balance Sheet
As at 31 December 2008
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						      2008	 2007 
					     Notes	 £’000	 £’000

Net cash outflow from operating activities					     41	 (5,919)	 (212)

Investing activities
Acquisition of subsidiary 						      (149)	 (15)
Interest received						      2,290	 181
Loans to subsidiary companies 						      (122,492)	 (58,920)

Net cash used in investing activities						      (120,351)	 (58,754)

Financing activities
Proceeds from issue of shares						      171,404	 55,061
Proceeds from shares to be issued						      –	 2,584

Net cash from in financing activities						      171,404	 57,645

Net increase/(decrease) in cash and cash equivalents					     45,134	 (1,321)

Cash and cash equivalents at beginning of year						      84	 1,405

Cash and cash equivalents at end of year						      45,218	 84

Company Cash Flow Statement
For the year ended 31 December 2008
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			   Share	 Shares 
		  Share	 premium	 to be	 Accumulated		   
		  capital	 account	 issued	 deficit	 Other	 Total 
		  £’000	 £’000	 £’000	 £’000	 £’000	 £’000

As at 1 January 2007		  2,571	 23,743	 –	 (136)	 129	 26,307

Issue of equity shares		  1,598	 57,505	 –	 –	 –	 59,103
Equity shares to be issued		  –	 –	 2,260	 –	 –	 2,260
Expenses of issue of equity shares		  –	 (2,919)	 –	 –	 –	 (2,919)
Share-based payment (note 40)		  –	 (301)	 –	 –	 4,545	 4,244
Net loss for the year		  –	 –	 –	 (4,311)	 –	 (4,311)

As at 1 January 2008		  4,169	 78,028	 2,260	 (4,447)	 4,674	 84,684

Issue of equity shares		  2,709	 179,423	 –	 –	 –	 182,132
Equity shares to be issued		  55	 2,205	 (2,260)	 –	 –	 –
Expenses of issue of equity shares		  –	 (9,145)	 –	 –	 –	 (9,145)
Share-based payment (note 40)		  –	 (138)	 –	 –	 683	 545
Net loss for the year		  –	 –	 –	  (4,171)	 –	 (4,171)

As at 31 December 2008		  6,933	 250,373	 –	 (8,618)	 5,357	 254,045

Company Statement of Changes in Equity
For the year ended 31 December 2008
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33. Significant accounting policies 
The separate financial statements of the Company are presented as required by the Companies Act 1985. As permitted by the Act, 
the separate financial statements have been prepared in accordance with International Financial Reporting Standards. 

The financial statements have been prepared on the historical cost basis. The principal accounting policies adopted are the same  
as those set out in note 3 to the Revised Consolidated Financial Statements except as noted below. 

As permitted by section 230 of the Companies Act 1985, the Company has elected not to present its profit and loss account for the 
year. Cadogan Petroleum plc reported a loss for the financial year ended 31 December 2008 of £4.2 million (2007: £4.3 million). 

Investments
Investments in subsidiaries are stated at cost less, where appropriate, provisions for impairment. 

Critical accounting judgements and key sources of estimation uncertainty and fundamental uncertainty
The Company’s financial statements, and in particular its investments in and receivables from subsidiaries, are affected by certain  
of the critical accounting judgements and key sources of estimation uncertainty described in note 3(b) and 4 to the Revised 
Consolidated Financial Statements. 

34. Auditors’ remuneration
The auditors’ remuneration for audit and other services is disclosed in note 9 to the Revised Consolidated Financial Statements. 

35. Staff costs
The average monthly number of employees (including executive Directors) was:
						      2008	 2007 
						      Number	 Number 

Executive Directors						      4	 3

						      £’000	 £’000

Their aggregate remuneration comprised:
Wages and salaries 						      111	 –
Social security costs						      5	 –
Share-based payments (note 27)						      523	 4,244

						      639	 4,244

Wages and salaries relate to amounts paid to executive Directors for services rendered (2007: £nil). Within share-based payments,  
is £0.2 million (2007: £nil) recharged to subsidiaries as intangible exploration and evaluation assets and £0.1 million (2007: £nil) 
recharged to subsidiaries as development and production assets. Refer to related party disclosure (note 43) and to Revised Directors’ 
Remuneration Report for key management remuneration disclosure.

36. Investments
The Company’s subsidiaries are disclosed in note 20 to the Revised Consolidated Financial Statements. The investments in 
subsidiaries are all stated at cost. 

37. Financial assets 
Receivables from subsidiaries
At the balance sheet date amounts receivable from the fellow Group companies were £205 million (2007: £82.3 million). The carrying 
amount of these assets approximates their fair value. There are no past due or impaired receivables.
 
Trade and other receivables
						      2008	 2007 
						      £’000	 £’000

Other receivables						      50	 52
VAT recoverable						      54	 12
Prepayments						      35	 –

						      139	 64

Cash and cash equivalents
These comprise cash held by the Company and short-term bank deposits with an original maturity of three months or less. The carrying 
value of these assets approximates their fair value. 

The Company’s principal financial assets are bank balances and cash and other receivables none of which are past due. The Directors 
consider that the carrying amount of other receivables approximates their fair value.

Revised Notes to the Company  
Financial Statements
For the year ended 31 December 2008
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38. Financial liabilities
Trade and other payables
						      2008	 2007 
						      £’000	 £’000

Trade creditors						      381	 –
Other creditors and payables						      206	 324

						      587	 324

Trade payables principally comprise amounts outstanding for trade purchases and ongoing costs. The average credit period taken 
for trade purchases is 12 days (2007: 45 days). 

The Directors consider that the carrying amount of trade and other payables approximates to their fair value. No interest is charged 
on balances outstanding. 

Other financial liability 
						      2008	 2007 
						      £’000	 £’000

Other financial liability						      –	 1,583

The other financial liability recognised in 2007 is disclosed in note 24 to the Revised Consolidated Financial Statements. 

39. Share capital
The Company’s share capital is disclosed in note 26 to the Revised Consolidated Financial Statements. 

40. Share-based payments
The Company’s share-based payments information is disclosed in note 27 to the Revised Consolidated Financial Statements. 

41. Notes to the cash flow statement
						      2008	 2007 
						      £’000	 £’000

Operating loss from continuing operations						     (6,501)	 (4,502)
Adjustments for:
  Share-based payments						      205	 4,244

Operating cash flows before movements in working capital				    (6,296)	 (258)
Increase in receivables						      (35)	 (9)
Increase in payables						      412	 55

Net cash outflows from continuing operations					     (5,919)	 (212)

Cash and cash equivalents (which are presented as a single class of assets on the balance sheet) comprise cash at bank and other 
short-term highly liquid investments that are readily convertible to a known amount of cash and which are subject to an insignificant 
risk of change in value.

42. Financial instruments
The Company manages its capital to ensure that it is able to continue as a going concern while maximising the return to 
shareholders. Refer to note 30 for the Group’s overall strategy and financial risk management objectives. 

The capital resources of the Group consists of cash and cash equivalents arising from equity, comprising issued capital, reserves 
and retained earnings

Categories of financial instruments
						      2008	 2007 
						      £’000	 £’000

Financial assets
Cash and cash equivalents						      45,218	 84
Other receivables 						      –	 42
Amounts due from subsidiaries 						      205,130	 82,298

						      250,348	 82,424

Financial liabilities
Trade creditors						      (381)	 –
Other creditors and payables						      (201)	 (149)
Other financial liabilities						      –	 (1,583)

						      (582)	 (1,732)

At the balance sheet date, there are no loans and receivables designated at fair value through the profit and loss. The carrying 
amount reflected above represents the Company’s maximum exposure to credit risk for such assets and liabilities. 
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42. Financial instruments continued
Interest rate risk
All financial liabilities held by the Company are non-interest bearing. As the Company has no committed borrowings, the Company is 
not exposed to any significant risks associated with fluctuations in interest rates. A five per cent fluctuation in interest rates applied to 
cash balances held at the balance sheet date would impact the Group by approximately £2.3 million. 

Credit risk
Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the Company. For 
cash and cash equivalents, the Company only transacts with entities that are rated the equivalent to investment grade and above. 
Other financial assets consist of amounts receivable from related parties. 

The Company’s credit risk on liquid funds is limited because the counterparties are banks with high credit-ratings assigned by 
international credit-rating agencies. 

The carrying amount of financial assets recorded in the Company financial statements, which is net of any impairment losses, 
represents the Company’s maximum exposure to credit risk. 

Liquidity risk management
Ultimate responsibility for liquidity risk management rests with the Board of Directors, which has built an appropriate liquidity risk 
management framework for the management of the Company’s short-, medium- and long-term funding and liquidity management 
requirements. The Company maintains adequate reserves, by continuously monitoring forecast and actual cash flows. 

The Company’s financial liabilities are not significant and therefore no maturity analysis has been presented.

43. Related parties
Amounts due from subsidiaries
The Company has entered into a number of unsecured related party transactions with its subsidiary undertakings. The most 
significant transactions carried out between the Company and its subsidiary undertakings are mainly for short- and long-term 
financing. Amounts owed from these entities are detailed below:
						      2008	 2007 
						      £’000	 £’000

Cadogan Petroleum Holdings Limited						      204,784	 82,295
Ramet Holdings Limited						      6	 3
LLC Astroinvest-Ukraine						      82	 –
LLC Industrial Company Gazvydobuvannya 						      82	 –
LLC Usenco Ukraine						      82	 –
Momentum Enterprises (Europe) Limited						      41	 –
LLC Astroinvest-Energy 						      53	 –

						      205,130	 82,298

Remuneration of key management personnel
The remuneration of the Directors, who are the key management personnel of the Group, is set out below in aggregate for each of 
the categories specified in IAS 24 Related Party Disclosures. Further information about the remuneration of individual Directors is 
provided in the audited part of the Revised Directors’ Remuneration Report on pages 27 to 32. 
		  Purchase of services
						      2008	 2007 
						      £’000	 £’000

Short-term employee benefits						      412	 –
Share-based payments						      523	  4,244

						      935	 4,244

There were no amounts outstanding as at 31 December 2008 (2007: £nil).

Revised Notes to the Company  
Financial Statements
For the year ended 31 December 2008 continued
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IPO	 Initial public offering

IFRSs	 International Financial Reporting Standards 

JAA	 Joint activity agreement

UAH	 Ukrainian hryvnia

GBP	 Great Britain pounds

$/USD	 United States dollars

bbl	 Barrel

boe	 Barrel of oil equivalent

mmboe 	 Million barrels of oil equivalent

mboepd	 Thousand barrels of oil equivalent per day

boepd	 Barrels of oil equivalent per day

bcm	 Billion cubic metres

mmcm	 Million cubic metres

mcm	 Thousand cubic metres

Reserves	� Those quantities of petroleum anticipated to be commercially recoverable by application of development 
projects to known accumulations from a given date forward under defined conditions. Reserves include 
proved, probable and possible reserve categories.

Proved reserves 	� Those additional reserves which analysis of geoscience and engineering data can be estimated with 
reasonable certainty to be commercially recoverable, from a given date forward, from reservoirs and under 
defined economic conditions, operating methods and government regulations.

Probable reserves 	� Those additional reserves which analysis of geoscience and engineering data indicate are less likely to be 
recovered than proved resources but more certain to be recovered than possible reserves.

Possible reserves 	� Those additional reserves which analysis of geoscience and engineering data indicate are less likely to be 
recoverable than probable reserves.

Contingent resources	� Those quantities of petroleum estimated, as of a given date, to be potentially recoverable from known 
accumulations by application of development projects, but which are not currently considered to be 
commercially recoverable due to one or more contingencies.

Prospective resources	� Those quantities of petroleum which are estimated as of a given date to be potentially recoverable from 
undiscovered accumulations.

1P	 Proved reserves

2P	 Proved plus probable reserves 

3P 	 Proved plus probable plus possible reserves

Carboniferous	 A geological period 295 million to 354 million years before present

Devonian	 A geological period between 417 million and 354 million years before present

Visean	 Geological period within the early to middle Carboniferous

Spud	 To commence drilling, once the cement cellar and conductor pipe at the well-head have been constructed

TD	 Target depth

Workover	 The process of performing major maintenance or remedial treatment of an existing oil or gas well

CPR	 Competent Person’s Report



Cadogan Petroleum plc  Revised Annual Financial Report 200872

Shareholder Information

Enquiries relating to the following administrative matters should be addressed to the Company’s registrars: Capita Registrars Limited, 
Northern House, Woodsome Park, Fenay Bridge, Huddersfield, West Yorkshire HD8 0LA 

Telephone number: +44 (0) 871 664 0300

Loss of share certificates.•	
Notification of change of address.•	
Transfers of shares to another person.•	
Amalgamation of accounts: if you receive more than one copy of the Annual Financial Report, you may wish to amalgamate your •	
accounts on the share register.

You can access your shareholding details and a range of other services at the Capita website www.capitashareportal.com.  

Information concerning the day-to-day movement of the share price of the Company can be found on the Group’s website 
www.cadoganpetroleum.com or that of the London Stock exchange www.prices.londonstockexchange.com. 

Boiler room scams
Over the last year, many companies have become aware that their shareholders have received unsolicited phone calls or 
correspondence concerning investment matters. These are typically from overseas based ‘brokers’ who target UK shareholders, 
offering to sell them what often turn out to be worthless or high risk shares in US or UK investments. These operations are commonly 
known as ‘boiler rooms’. These ‘brokers’ can be very persistent and extremely persuasive, and a 2006 survey by the Financial 
Services Authority (‘FSA’) has reported that the average amount lost by investors is around £20,000. 

It is not just the novice investor that has been duped in this way; many of the victims had been successfully investing for several 
years. Shareholders are advised to be very wary of any unsolicited advice, offers to buy shares at a discount or offers of free 
company reports. If you receive any unsolicited advice:

make sure you get the correct name of the person and organisation;•	
check that they are properly authorised by the FSA before getting involved by visiting; www.fsa.gov.uk/register;•	
report the matter to the FSA either by calling +44 (0) 845 606 1234 or visiting www.moneymadeclear.fsa.gov.uk; and•	
if the call persists, hang up. •	

If you deal with an unauthorised firm, you will not be eligible to receive payment under the Financial Services Compensation Scheme. 
The FSA can be contacted by completing an online form at www.fsa.gov.uk/pages/doing/regulated/law/alert/overseas.shtml.
 
Details of any share dealing facilities that the Company endorses will be included in Company mailings. 

More detailed information on this or similar activity can be found on the FSA website www.moneymadeclear.fsa.gov.uk.

Unsolicited mail
As the Company’s share register is, by law, open to public inspection, shareholders may receive unsolicited mail from organisations 
that use it as a mailing list. To reduce the amount of unsolicited mail you receive, contact: The Mailing Preference Service, FREEPOST 
22, London W1E 7EZ. Telephone: 0845 703 4599. Website: www.mpsonline.org.uk. 

Financial calendar 2009/2010
Interim Management Statement	 11 	November 2009
Annual General Meeting	 11 	November 2009
Results announcement for 2009		  April 2010

Investor relations
Enquiries to: info@cadoganpetroleum.com

Registered office
5th Floor
4/5 Grosvenor Place
London SW1X 7HJ
Registered in England and Wales no. 5718406
Tel: +44 (0) 207 245 0801

Ukraine office
5/24 Irininskaya Str.
01304 Kiev
Ukraine
Tel: +38 (0) 44 454 4720
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Cadogan Petroleum plc is  
an independent oil and gas 
exploration, development  
and production company with 
onshore gas, condensate and  
oil assets in Ukraine.

Developments in 2008
Raised £145.0 million net proceeds from initial public >>
offering in June 2008 and £26.4 million of private 
funds from January to May 2008

Net cash and cash equivalents at year end of  >>
£72.0 million (2007: £14.0 million)

Total capital expenditure of £73.2 million during >>
2008 (2007: £36.7 million)

Carried out intensive development programme >>
focused on the Group’s major fields and reached 
target depth on two wells in the east and now 
testing and evaluating data

Total proved, plus probable reserves base of  >>
83.0 mmboe (2007: 80.4 mmboe) 

Continued vigorous defence of Pirkovskoe and >>
Zagoryanska licences and signed significant 
co-operation agreement with the Ministry for 
Environmental Protection of Ukraine

Post year end events
Appointed Ian Baron as Interim Chief Executive >>
Officer and launched full strategic and  
operational review

Currently testing and evaluating data across all fields >>
with revised programme and recommendations 
expected by the end of the second quarter or early 
in the third quarter of 2009 

Maintained cost controls to sustain liquidity position>>

Extended Zagoryanska licence to 2014 and  >>
will continue to seek satisfactory resolution to  
licence issues
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