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Solo’s Investing Policy is to 
assemble a balanced, full
lifecycle portfolio comprised of
production and development
assets that provide a sustainable
path for growth alongside
funded G&A

Contents

Solo Oil Plc (“Solo” or “the Company”) is an England and Wales incorporated registered and domiciled company which is quoted on AIM. Its principal activities are to acquire a diverse 
portfolio of direct and indirect interests in exploration, development and production oil and gas assets which are based in the Americas, Europe or Africa.

The Company issued

Signifi cantly strengthened 
balance sheet with

Riverfort arranged Convertible 
Loan fully repaid in August

in new equity during the period
£5.6 million

zero debt 

Board strengthened with addition of 

(on the retirement of Mr Neil Ritson) and 

Some highlights for the period include:

Tanzania Highlights
• Chikumbi-1 drilling and 3D seismic programmes 

progressed with drilling rig selection fi nalised alongside 
the Chikumbi-1 executive drilling and completions 
programmes;

• Chikumbi-1, which will be drilled to a total true vertical 
depth of 3,485m, will fulfi l one of two remaining 
exploration commitment wells and, upon success, is 
intended to be completed as a producing well in a future 
development programme

• Commercial and technical validation of the Ntorya 
project through the farmin of the Zubair Corporation 
to the project through is pending acquisition of a 50% 
working interest acquired through Aminex;

• Unrisked independently assessed gross resource 
estimates for the Ntorya appraisal area increased to 
1.87 tcf Pmean gas in place (“GIIP”);

• The Company expanded its position in its Helium One 
during the period to 13.8% including participation in a 
convertible loan note executable at IPO.

Divestment of Solo’s UK portfolio

Aminex farm-out: 
project validation

Stats
Post farm 
out WI

readthrough valuation of Solo’s 25% (low case)

expected full fi eld development production plateau

$20M

140mmscfd

Aminex

25%

25%

APT

(operator)

50%

Solo Oil

Disposal of interest in Horse Hill Developments Limited (“HHDL”)

KEY METRIC - return on investment of 45% on Solo’s total investment 
in HHDL since February 2014 and a 50% return on the purchase of an 
additional 5% of HHDL purchased by Solo in February of this year.

In 2018 Solo completed the sale of its entire 15% interest in Horse Hill 
Developments Limited (“HHDL”) to UK Oil and Gas plc (“UKOG”) for a total 
cash consideration of £4.5 million together with a simultaneous purchase 
of 234,042,221 new ordinary share in UKOG equivalent to a 4.2% interest 
in UKOG.
For a total consideration of £4.5 million UKOG agreed to acquire Solo’s 15% 
shareholding and loan in HHDL. With an eff ective date of 28 August 2018, 
the total consideration was satisfi ed through the issue of 234,042,221 new 
ordinary shares in UKOG (“Consideration Shares”).

Disposal of interest in PEDL331 Licence

KEY METRIC – x2.25 on historic investment 

During 2018, Solo completed the sales of its 
30 per cent. interest in IOW to UK Oil and Gas 
During 2018, Solo completed the sale of its 30 
per cent. interest in PEDL331 to UKOG for a total 
consideration of £350,000. With an eff ective date 
of 11 December 2018, the total consideration was 
satisfi ed through the issue of 17,989,326 new 
ordinary shares in UKOG and cash of £90,450.

Based on the £350,000 consideration, Solo has 
made an investment return of 2.25 times its 
historical investment in PEDL331.

Our Vision Achieve scale through inorganic growth with a net 
production target of at least 5,000 boepd within the next three years

Mr Alastair Ferguson appointed as 
Non-Executive Chairman

Mr Jon Fitzpatrick as NED and 
Mr Tom Reynolds as NED
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Introduction
I am pleased to provide the following overview 
of Solo’s operational, corporate and strategic 
milestones achieved during the year-ended 31 
December 2018.

When I joined the Board as Non-Executive 
Chairman on 6 August 2018 at the AGM, I stated 
that I had four priorities; to put the company 
on a sustainable path in terms of funding 
the work programme and paying off  debt; an 
absolute focus on commercialisation and value 
realisation and improving our JV management; 
improving communication with shareholders 
and; undertaking a major strategic review 
where all options would be considered. I am 
pleased to say that we have made signifi cant 
progress on all four of these objectives during 
the period and this work has gained further 
momentum through 2019.

It was undoubtedly an eventful year in which 
the Company fulfi lled a number of strategic 
objectives and benefi tted from some notable 
operational and corporate events. Despite 
signifi cant progress in certain areas, the Board 
became conscious that strategic evolution 
was required in order to deliver long-term, 
sustainable value for its shareholders. As such, 
through the second half of the year, a major 
focus of the Board was developing the new 
strategy around which it intends to grow the 
business and deliver value.

Alastair Ferguson
Executive Chairman

Strategic evolution
The new strategy was formally announced post-period in 
March 2019 and followed a prolonged period of consultation, 
option review and viability assessment. The core rationale 
for a shift in strategy was diversifi cation of Solo’s portfolio in 
terms of geographies and asset type. The existing portfolio 
witnessed a number of positive developments throughout the 
year, as summarised later in my statement, which I believe the 
market is yet to fully appreciate. This disconnect between the 
share price performance and our net asset value represents 
the very context of why a strategic evolution is underway. The 
fact that Solo’s core investments are non-operated positions 
in early-stage exploration or development assets within 
Tanzania, a challenging jurisdiction in which timelines and 
outcomes are frustratingly uncertain, underpins the rationale 
for the need to adapt the strategy and transition from an 
investing company to an operating company with greater 
control over the outcome of investment decisions and a focus 
on cash fl ow.

Solo now has a very clear strategic vision; to assemble a 
balanced, full lifecycle portfolio comprised of production, 
development and exploration assets that provide a 
sustainable path for growth alongside funded G&A. 
Leveraging the requisite technical, corporate and operating 
expertise of the Board, the Company intends to achieve scale 
through organic and acquisition led growth and has set a net 
production target of at least 5,000 boepd within the next 
three years.

This growth strategy will be delivered in parallel with a 
continued focus on value realisation of existing assets; a focus 
that gained traction through 2018 and resulted in a number of 
non-core divestments in line with Solo’s strategic objectives.

Portfolio Review
Solo’s existing portfolio continues to be progressed through 
technical work, and the year commenced positively with 
a signifi cant resource upgrade at Ntorya emphasising the 
quality and upside potential of this asset in which Solo retains 
a 25% interest.

With the independent report verifying 2C contingent resource 
estimate of 763 billion cubic feet (“bcf”) and Pmean gross gas 
initially in place (“GIIP”) upgraded to 1.87 trillion cubic feet 
(“tcf”), Solo now holds net resources of approximately 467 
bcf Pmean GIIP, resulting in excess of 190 bcf (over 30 million 
barrels oil equivalent (“mmboe”)) of most likely contingent 
resources net to its 25% interest.

In July 2018, Aminex announced a signifi cant proposed 
farmout transaction in which it will be selling 50% of its 
interest in Ruvuma to ARA, a wholly owned subsidiary of 
the Zubair Corporation, who will also become Operator 
upon formal ratifi cation of the transaction. The transaction 
represents a very signifi cant milestone for Solo as it validates 
the commercial attractiveness of the project, and also brings 
in a well-capitalised and credible Operator into the JV to help 
drive the project forward towards successful development.

Aminex’s transaction emphasised the signifi cant discount 
of value currently ascribed to Solo’s material interest in this 
project. The transaction has galvanised Solo’s confi dence in 
its ability to divest its interest at a signifi cant premium to the 
value currently assigned by the market, and the Company’s 
eff orts to realise value from this core investment have 
intensifi ed.

Solo is fortunate to have optionality with regards to its 
monetisation strategy and the Board believes that its 
proposed growth strategy will further strengthen this 
optionality. By this, we mean that we are in a position that 
we would only consider off ers which we think fairly value 
our interest in Ruvuma, and all other investments. Our 
balance sheet remains robust and we retain the option to 
fund our working interest share of forward costs, including 
the proposed Chikumbi well, as the JV progresses the project 
towards development and material cash fl ow.

Whilst the intention remains to divest of part or all of our 
interest in Ruvuma, we will only do so if it is in the best 
interest of shareholders. Our interest in Ruvuma remains the 
jewel in our current crown, however the strategy to diversify 
the business in line with our strategic vision will ensure the 
company is not reliant on a binary divestment outcome, the 
timelines and value of which remain uncertain.

During the year Solo successfully divested of its interest in 
Horse Hill Developments Limited (“HHDL”), in return for shares 
in UK Oil and Gas (“UKOG”). Having acquired an additional 
5% of the project in February 2018, the consideration of the 
transaction with UKOG resulted in a total return of 45% on its 
overall investment in HHDL since 2014. The divestment was 
consistent with Solo’s strategy to rationalise the portfolio and 
focus on value realisation from the core portfolio. Solo has 
subsequently sold the large majority of its shares in UKOG 
at a signifi cant premium to the current prevailing market 
price and is progressing towards its objective of selling down 
the entirety of its stock in UKOG. Presently, Solo continues 
to retain small exposure to Horse Hill and is pleased by the 
technical and commercial validation of that project.

Part of the proceeds (approximately £624,000) were used to 
pay off  the Riverfort convertible loan facility in September 
2018, which ensured that the Company is debt free. This was 
an important step in putting the Company on a sustainable 
path for 2019.

Prior to year-end, Solo also announced that it had disposed 
of its 30% interest in PEDL331 Licence on the Isle of Wight 
to UKOG for a total consideration of £350,000 in cash and 
shares. The divestment resulted in an investment return of 
2.25 times on the asset and relinquished the Company from 
future operating costs associated with the asset. Whilst the 
asset remains interesting from a geological perspective, it was 
not being assigned any material value in Solo’s portfolio and 
was not consistent with the asset profi le around which the 
forward portfolio will be constructed.

Solo’s investment in Helium One continues to represent one of 
the core investments in the portfolio and one that the Board 

believes will deliver a signifi cant return on investment at the 
appropriate time, given the strong underlying fundamentals 
in the global supply / demand balance of helium. Helium One 
completed a $2m pre-IPO fundraise in June 2018 to ensure 
that the company is capitalised through to the drilling of the 
exploration well, which is currently anticipated to commence 
later this year, subject to rig availability and certain licencing 
conditions. We expect to see further progress during 2019 in 
delivering a route to liquidity.

Following a challenging operational performance of Kiliwani 
North through the year, due to a drop in pressure and 
subsequent shutting in of production, Solo worked with 
the Operator and JV partners to establish remedial actions 
to return the asset to production. Pleasingly, post-period, 
intervention and work-over operations have resolved the 
Kiliwani North-1 subsurface safety valve issue, with gas fl owing 
to the plant during test period. The Operator has expressed 
plans to accelerate development by reprocessing 2D seismic 
and acquiring new 3D seismic.

Whilst Solo’s interest in Kiliwani-North is small at ~8.3%, it 
remains a core asset within the portfolio given the upside 
potential within the lower horizons and the Kiliwani South 
prospect, and provides a clear path to monetise new volumes 
quickly into existing infrastructure and under the existing gas 
sales agreement.

Concurrently, the Board has intensifi ed its ambition to 
divest or relinquish the balance of the non-core investments 
within the portfolio, as well as some historical early-stage 
seed investments that fall below disclosable thresholds, and 
announced post period that it had signed Heads of Terms 
with Levant Exploration and Production Corp. (“Levant”) on 
21 March 2019 for the divestment of Solo’s 28.56% in Reef 
Resources Limited (“Reef”) to Levant.

Resourcing to deliver the strategic vision 
To coincide with the new strategic objectives of the Company, 
the Board underwent a signifi cant reconstitution through 
2018. With an increasing focus on commercialisation of the 
opportunities and value realisation of the portfolio, it was a 
logical time to change the composition and experience of the 
Board.

To this end, Jon Fitzpatrick was appointed to the Board as a 
Non-Executive Director in May and Neil Ritson stepped down 
from his position as Executive Chairman in August. I took on 
the Chairman role at the AGM on 6 August, initially in a non-
executive capacity. I have subsequently become Executive 
Chairman post period following the resignation of Dan Maling 
from his role as Managing Director. The Board’s reconstitution 
was completed in December with the appointment of Tom 
Reynolds as Non-Executive Director prior to year-end.

I am proud to oversee a Board with such a depth of 
experience and operational, technical and commercial 
expertise. The strength of our Board is one of the key aspects 
to Solo’s investment proposition and refl ects our intent. We 
have set ambitious growth targets and I have no doubt that 
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we have the right team to be able to surpass these targets. 
It is worth highlighting that the Board of Directors hold 7% 
of the shares in issue, ensuring fi rm alignment with our 
shareholders and strong incentivisation to deliver value.

Beyond the strength of the Board, we also possess a highly 
credible Senior Management team seconded to us by Gneiss 
Energy, an advisory fi rm that have been instrumental in 
providing insight and strategic counsel to Solo as it continues 
through its evolution. Through our consultancy arrangement 
with Gneiss Energy, we are able to benefi t from the 
considerable commercial and technical expertise of the team, 
namely Doug Rycroft as General Manager and John Daniel as 
Technical Advisor, whilst maintaining a strict cost discipline.

Cost discipline is a key focus for the Board, and whilst 
exceptional costs will be incurred as we seek to execute 
transactions, we continue to review cost cutting initiatives on 
G&A. Following the full repayment of Solo’s convertible loan 
facility, Solo has a solid fi nancial footing with zero debt and 
cash of £2,999,000 at period-end.

Since taking the role of Chairman in August, I have made 
Governance a priority objective, as the Board ensures the 
Company is run in an appropriate manner for the benefi t 
of its shareholders. Through the second half of the year 
we implemented a thorough review of all aspects of the 
Company’s processes and systems to ensure a robust and 
eff ective Governance platform is in place, upon which we can 
deliver long-term growth.

Joint Venture management has also been a key aspect of our 
focus as we sought to improve two-way communication and 
ensure that Solo’s objectives with regards to JV investments 
are appropriately considered.

Outlook
I hope that this is the last report that I will write for 
the Company in its current form. We are on the cusp 
of true transformation that is not reliant on outcomes 
outside of our control, such as success with the drill-bit 
or government approvals. Whilst we are pragmatic about 
the challenges that remain with regards to achieving 
our strategic vision, we are confi dent that we have the 
capabilities to signifi cantly grow the business, and we 
are encouraged by the discussions that we are having 
with regards to business development. As set out in the 
post-period strategy update, we are looking to move 
on acquisition opportunities that diversify the portfolio 
and provide the Company with cash fl ow. We are very 
mindful that we wish to achieve this growth without 
raising substantial equity and thereby diluting existing 
shareholders in the process and are confi dent that we can 
employ funding mechanisms that deliver this objective. We 
continue to be engaged in a number of ongoing processes 
and hope to update shareholders on successful outcomes 
through 2019.

Conclusion
In summary, your Board is pleased with the progress 
delivered in 2018, particularly with regards to the 
establishment and implementation of strategies that will 
enable it to deliver long-term, sustainable growth. 
A signifi cant amount of work has gone on behind the 
scenes to set the Company on a path to value creation, and 
this may not be obvious when looking in from the outside 
and is certainly not refl ected in our current market value. 
We recognise that our success will ultimately be judged on 
delivery of this stated strategy and we are confi dent that 
2019 will be a transformational year for the Company and 
its shareholders.

Alastair Ferguson
Executive Chairman

STRATEGIC REPORT

Highlights for the period include:

TANZANIA
• Chikumbi-1 drilling and 3D seismic programmes 

progressed with drilling rig selection fi nalised alongside 
the Chikumbi-1 executive drilling and completions 
programmes;

• The Joint Venture identifi ed and selected the service 
companies required to operate all aspects of drilling 
and, based on a competitive tender process, selected 
Sakson Drilling and Oil Services DMCC to drill the 
Chikumbi-1 well;

• Chikumbi-1, which will be drilled to a total true vertical 
depth of 3,485m, will fulfi l one of two remaining 
exploration commitment wells and, upon success, is 
intended to be completed as a producing well in a future 
development programme;

• The Joint Venture has also identifi ed and designed an 
approximately 220 km2 3D programme over the Ntorya 
development area;

• Commercial and technical validation of the Ntorya 
project through the farmin of the Zubair Corporation 
to the project through is pending acquisition of a 50% 
working interest acquired through Aminex;

• Unrisked independently assessed gross resource 
estimates for the Ntorya appraisal area increased to 
1.87 tcf Pmean gas in place (“GIIP”);

• Solo has attributable net resources of approximately 468 
bcf Pmean GIIP in the Ruvuma Basin, with 191 bcf (31.8 
million barrels oil equivalent) of most likely contingent 
resources (2C) net to its 25% working interest;

• Joint Venture completed the IO Consulting, a Baker 
Hughes (a GE Company) and McDermott joint venture, 
completed a gas commercialisation study that indicated 
that commercial development of the Ntorya fi eld was 
achievable;

•  The Joint Venture engaged Schlumberger SEACO Inc. 
(“Schlumberger”) to remediate and troubleshoot a faulty 
sub surface safety valve (“SSSV”) on its Kiliwani North-1 
well;

• Kiliwani North-1 remediation work completed and gas 
fl owed to plant and data being analysed;

• Areas for future 3D seismic surveys identifi ed with 
intent to progress low cost prospects in Kiliwani North;

• The Company expanded its position in its Helium One 
Limited (“HOL”) during the period to 13.8% including 
participation in a convertible loan note executable at 
IPO;

• HOL completed a pre-IPO round raising US$2.0 million 
from Australian, Asian and African investors;

• HOL progressed discussions towards executing a drilling 
programme in 2019 to coincide with an IPO targeting 
late 2019.

2018 Disposals

Disposal of interest in Horse Hill Developments 
Limited (“HHDL”)
KEY METRIC - return on investment of 45% on Solo’s 
total investment in HHDL since February 2014 and a 
50% return on the purchase of an additional 5% of HHDL 
purchased by Solo in February of this year.

In 2018 Solo completed the sale of its entire 15% interest in 
Horse Hill Developments Limited (“HHDL”) to UK Oil and Gas 
plc (“UKOG”) for a total cash consideration of £4.5 million 
together with a simultaneous purchase of 234,042,221 new 
ordinary share in UKOG equivalent to a 4.2% interest in UKOG.

For a total consideration of £4.5 million UKOG agreed to 
acquire Solo’s 15% shareholding and loan in HHDL. With 
an eff ective date of 28 August 2018, the total consideration 
was satisfi ed through the issue of 234,042,221 new ordinary 
shares in UKOG (“Consideration Shares”).

Disposal of interest in PEDL331 Licence
KEY METRIC – x2.25 on historic investment 

During 2018, Solo completed the sales of its 30 per cent. 
interest in IOW to UK Oil and Gas During 2018, Solo completed 
the sale of its 30 per cent. interest in PEDL331 to UKOG for a 
total consideration of £350,000. With an eff ective date of 11 
December 2018, the total consideration was satisfi ed through 
the issue of 17,989,326 new ordinary shares in UKOG and 
cash of £90,450.

Based on the £350,000 consideration, Solo has made an 
investment return of 2.25 times its historical investment in 
PEDL331.

Chairman’s Statement 
incorporting the Strategic Report
FOR THE YEAR ENDED 31 DECEMBER 2018

Chairman’s Statement 
incorporting the Strategic Report
FOR THE YEAR ENDED 31 DECEMBER 2018
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Note: the activities referred to above were 
undertaken by the respective operators of the 
assets and not Solo directly. The resource fi gures 
are as per the respective operators’ estimates.

UNITED KINGDOM
• Company acquired a further 5% interest in HHDL 

from Primorus Investments plc for an aggregate 
consideration of £1 million; made up of £650,000 in cash 
and the balance in Solo shares;

• Solo’s expanded interest resulted in a 15% interest in 
HHDL which in turn held a 65% interest in two onshore 
UK petroleum exploration licences, PEDL 137 and PEDL 
246, that contain the Horse Hill oil discovery;

• The Company held a 9.75% benefi cial interest in licence 
PEDL137 containing the Horse Hill-1 (“HH-1”) 
oil discovery;

• Following a short period of civil works undertaken in 
March 2018, in order to upgrade site facilities, Horse Hill 
Developments Ltd (“HHDL”), the operator of the Horse 
Hill-1 (“HH-1”) executed a fl ow a 150-day long-term 
extended fl ow test campaign at HH-1;

• Following an initial well “clean-up” phase of the Portland 
extended well test programme was completed according 
to plan. The well has delivered a sustained 
dry oil and solution gas fl ow to surface via pump and 
natural fl ow;

• The highest recorded hourly metered rate, equated 
to an implied daily rate of 352 bopd and was achieved 
using a 20/64” choke, a notably more restricted setting 
than the 64/64” choke used in 2016. Corresponding 
solution gas fl ows have been measured up to an 
implied rate of 30,000 cubic feet per day; and

• In September 2018, Solo completed the sale of its entire 
15% interest in Horse Hill HHDL to UKOG;

Corporate & Financial

• The Company issued £5.6 million in new equity during the 
period;

• Signifi cantly strengthened balance sheet with zero debt - 
Riverfort arranged Convertible Loan fully repaid in August 
2018;

• Board strengthened with addition of Mr Alastair Ferguson 
appointed as Non-Executive Chairman (on the retirement 
of Mr Neil Ritson) and Mr Jon Fitzpatrick and Mr Tom 
Reynolds as Non-Executive Directors from May and 
December respectively;

• Mr Fergus Jenkins relinquished his duties as a non-
executive director standing down in May 2018;

• Mr Don Strang relinquished his duties as a non-executive 
director standing down in November 2018;

• Post-period – Mr Dan Maling relinquished his duties as 
Managing Director with Mr Alastair Ferguson assuming the 
role of Executive Chairman in February 2019.

Resource Summary - Ntorya Field

Gross Licence Basis (BCF)1

Licence Gas 
Resource 1C 2C 3C

Gross Mean
unrisked GIIP 

(BCF)

Mtwara2 Development
Pending 26 81 213

1,870
Mtwara3 Development

Unclarifi ed 342 682 950

Total
763

Source: RPS Energy CPR of December 2018
        1 Assuming Development is ratifi ed
        2 Based on 3-Well development
        3 Based on additional 8-Well development 

Ruvuma Basin (25% interest)

2018 update 

In 2018 Solo held a 25% working interest in the Ruvuma 
Petroleum Sharing Agreement (“Ruvuma PSA”) in the 
south-east of Tanzania covering an area of 3,447 square 
kilometres of which approximately 90% lies onshore and the 
balance off shore. The Ruvuma PSA is in a region of southern 
Tanzania where very substantial gas discoveries have been 
made off shore in recent years and where gas has also been 
discovered onshore and along the coastal islands at Ntorya, 
Mnazi Bay, Kiliwani North and Songo-Songo.

Further work in 2018 by RPS Energy Consultants Limited 
(“RPS”), on the resource estimates, and by IO Consulting, on 
the development engineering and economics, has led to a 
further upgrade of the resource estimates (Table 1) which 
now include independent 2C estimates of gross contingent 
resources of 763 bcf, of which 191 bcf would be net to Solo’s 
working interest, equivalent to approximately 31.8 mmbbls oil 
equivalent.

Once a development licence has been awarded, Solo and 
Aminex (and ARA post farming completion) will carry out 
an approved work programme, yet to be agreed with the 
Tanzanian authorities, which may potentially include 3D 
seismic acquisition and further drilling. A well designed 
to further appraise the Ntorya gas fi eld at the previously 
proposed Ntorya-3 location has been designated as an 
exploration well as it will additionally test a deeper Jurassic age 
target to an estimated total depth of 3,400 metres. Due to the 
exploration target of the well it has been renamed Chikumbi-1 
(“CH-1”). Rig tendering was underway in 2018 and it is hoped 
that the Joint Venture can spud the Chikumbi well in H1 2020 
once the Mtwara Licence has been extended for a further 
period as envisaged.

Ministerial approval was obtained for an extension to Mtwara 
to December 2017 and the operator has applied for a further 
two-year extension which was expected to be approved in 
2018 however as yet this extension is yet to be forthcoming.

The Joint Venture engaged oil & gas consultants to prepare 
a commercialisation report for the Ntorya gas fi eld using the 
updates resource estimates. This work has focused on the 
development options for the Ntorya gas fi eld including an 
early production system (“EPS”) targeting 40 MMcfd. The plan 
for the EPS includes the re-cycling and use of the Ntorya-1 and 
Ntorya-2 well bores alongside a third well. The report supports 
the Joint Ventures view that the project is commercially viable. 
Additionally, the report looks at full fi eld development options 
and identifi es an additional fi ve wells in a P50 case, estimated 
to produce at 140 MMcfd. The work conducted by oil & gas 
consultants in 2018, in a P50 scenario, is estimated to be able 
to produce 140 MMcfd generating up to US$40 million per 
annum in net revenues to Solo.

The Ntorya fi eld benefi ts from its close proximity to 
infrastructure which enables both early commercialisation 
(through the EPS) and full fi eld development to by 
commercially viable. The project sits approximately 33 
kilometres from the Madimba gas processing plant in south-
eastern Tanzania, which distributes gas into the Tanzanian 
National Gas Pipeline system. The plant has signifi cant ullage 
and any additional gas in the system can supply the increasing 
demand from the domestic market.

History
The Ruvuma PSA comprised two licence areas: the 
southern Mtwara Licence (“Mtwara”) and the northern Lindi 
Licence (“Lindi”). The Ntorya Appraisal area and proposed 
Development Licence lies exclusively in the Mtwara Licence. 
As well as the Ntorya wells, several further prospects in the 
Ruvuma acreage have been identifi ed from the 2014/2015 
mapping, including potential prospects such as at Likonde and 
Namisange.

The Joint Venture agreed to relinquish the Lindi Licence with 
the licence becoming subject to a future application for a new 
PSA by TPDC with the option for the Joint Venture participation 
once terms have been agreed. There are no penalties for the 
relinquishment of Lindi and the Company believes that this 
decision to focus on Ntorya represents the most eff ective 
means to deploy resources, as it limits further exploration 
spending in favour of the appraisal and development of 
proven resources. This decision will allow the Joint Venture to 
focus the Joint Ventures resources on the development of the 
Ntorya gas fi eld and its surrounding area.

The Ntorya gas-condensate discovery, made in 2012 and 
operated by Aminex, represents the most immediate 
commercialisation opportunity in the Ruvuma PSA. The 
Ntorya-1 (“NT-1”) well was fl owed over a 3.5-metre zone at the 
top of the gross 25-metre gas bearing interval at a maximum 
gross fl ow rate of 20.1 mmscfd and 139 bpd of 53 degree API 
condensate through a 1-inch choke. That well is suspended as 
a discovery for subsequent additional testing or production.

Based on an infi ll 2D seismic programme around NT-1 a 
re-estimation of the discovered and prospective resources in 
the Likonde-Ntorya area was made and subsequently audited 

Chairman’s Statement 
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by LR Senergy who issued a CPR in May 2015. LR Senergy 
estimated that Ntorya contained a gross 153 bcf of proven 
gas in place, of which they attributed a gross 70 bcf as best 
estimate contingent resources (2C).

In order to further appraise the Ntorya gas and condensate 
discovery made in the NT-1 well it was decided to drill an 
up-dip well, Ntorya-2 (“NT-2”), at a location approximately 
1.5 kilometres east of the discovery well. The location was 
prepared in late 2016 and the Caroil-2 rig was moved onto the 
site in December and the well spudded on 21 December 2016.

During early 2017 drilling continued on prognosis with 17-
inch casing set at 1,326 metres in early January and the well 
reached the anticipated reservoir section at a depth of 2,593 
metres in early February 2017. A gross gas bearing sandstone 
reservoir interval of 51 metres thickness was encountered and 
the well was deepened to a fi nal total depth of 2,795 metres, 
with a 7-inch liner set prior to testing. A 34-metre interval 
of the gross reservoir was perforated and fl owed dry gas at 
a stabilised rate of 17 mmscfd through a 40/64-inch choke. 
Analysis of the well during testing and interpretation of electric 
logs strongly suggests that high mud weights, used to control 
gas infl ux during drilling, had caused a degree of formation 
damage around the well bore and these eff ects were reducing 
the test fl ows. Remedial operations prior to production could 
be undertaken to target higher fl ow rates.

As a result of the new data from NT-2 and a reassessment 
of all available data, including a new seismic interpretation, 
the gross most likely in place gas in the Ntorya discovery was 
increased in September 2017 by some 9-fold from 153 bcf in 
the LR Senergy report in May 2015 to 1,344 bcf. The Company 
being fully satisfi ed that such volumes, now discovered, are 
commercially exploitable. As a result the operator applied for 
a 25-year development licence covering the entire Ntorya fi eld 
area in September 2017.

Under the terms of the Ruvuma PSA, after the approval of 
a development plan, TPDC may elect to contribute 15% of 
development costs in order to obtain a participating interest 
of 15% in production and revenues.

Solo continues to assess its options with regards to its future 
participation in the project. Consideration is being given 
to options for further proportionate investment, project 
fi nancing of an early production scheme, a possible farm-
down, or sale of some or all of its 25% interest in the discovery 
in order to monetise its investment in the Ruvuma PSC and 
return funds to the Company to deploy elsewhere.

Kiliwani North (8.3918% interest)

2018 update
In 2018, following the exit Bounty Oil and Gas NL from the 
Joint Venture, Solo increased its working interest holding to 
8.3918% in the Kiliwani North Development Licence, although 
TPDC has a back-in right to take up an interest in the KNDL 
which would reduce Solo’s interest to 7.975%. To date TPDC 
have not taken up that option.

Throughout the fi rst quarter of 2018, the Kiliwani North-1 
(“KN-1”) well produced intermittently. The well performance 
was driven mainly as a result of increased water production, 
natural reservoir depletion and a relatively high inlet pressure 
at the Songo Songo Island Gas Processing Plant (“SSIGPP”).

During 2018 the operator conducted analysis of the well and 
concluded that the sub-surface safety valve (“SSSV”) had 
become stuck in the closed position. In order to remedy the 
issue, the operator developed an intervention plan that it was 
able to execute later in 2018. Schlumberger were mobilised 
to location and the SSSV was repaired. During the operation 
the well was fully opened, and test gas fl owed to the plant 
for a short period. The Joint Venture believes that there is a 
fl uid column in the well and is analysing the operational and 
testing data.

Chairman’s Statement 
incorporting the Strategic Report
FOR THE YEAR ENDED 31 DECEMBER 2018

STRATEGIC REPORT

Reserves and Resource Summary
Kiliwani North Reserves

Gas Reserves Gross (100%) Licence Basis (BCF)

Field Licence 
Status 1P 2P 3P

Kiliwani 
North1 Production 1.06 1.94 3.75

Source: 1 RPS Energy CPR of February 2018

Kiliwani North GIIP

Gross Licence Basis (BCF)1

Field Licence 
Status P90 P50 P10 Mean

Kiliwani 
North1 Production 17.4 29.5 45.9 30.8

Source: 1 RPS Energy CPR of February 2018

Prospective GIIP Kiliwani South Prospect

Gross Licence Basis (BCF)1

Prospect Licence 
Status P90 P50 P10 Mean

Kiliwani 
North2 Exploration 34 54 84 57

Source: 1 RPS Energy CPR of February 2018
        2 Management Estimates

The Joint Venture has identifi ed the possibility of perforating 
a lower and potentially gas saturated section of the reservoir. 
Operator conducted analysis indicates the possibility of 
providing up to 8 BCF of additional resource from KN-1. The 
Joint Venture will continue to look at plans for 3D seismic 
acquisition over Kiliwani North would aid in identifying further 
drilling or side-track opportunities required to drain the 
remainder of the structure.

A resource report by LR Senergy, completed in May 2015, 
attributed approximately 28 bcf gross best estimate 
contingent resource to the Kiliwani North fi eld. These 
estimates were revisited by RPS in 2018 following production 
over an 18-month period totalling approximately 6.4 bcf. A 
new Pmean GIIP of 30.8 bcf and a remaining reserve gross 
2P reserves of 1.94 bcf. It is felt that with further intervention 
additional gas can be recovered from the KN-1 well and an 
additional 57 bcf prospective Pmean GIIP feature, Kiliwani 
South, has been identifi ed in the licence that may merit future 
drilling after some additional work is undertaken.

History
In 2014, Solo agreed with Aminex to acquire up to a 13% 
working interest in the Kiliwani North Development Licence 
(“KNDL”) on Songo-Songo Island. The Kiliwani North-1 (“KN-
1”) well was drilled by Aminex and its partners in 2008 and 
discovered gas in a 60-metre column in the Lower Cretaceous. 
Solo acquired an initial 6.5% interest in the KNDL project 
for US$3.5 million in 2015 and subsequently announced 
its intention to increase its stake to up to 10% through the 
acquisition of three additional tranches of project equity 
linked to project milestones at the Company’s option.

The condition precedent for further acquisition of project 
equity by Solo was the signature of a gas sales agreement 
(“GSA”), which was achieved in January 2016. The subsequently 
agreed tranche milestones were the commencement of gas 
production, which was achieved in April 2016, the receipt 
of fi rst cash revenue and the declaration of commercial 
(post-commissioning) gas production under the take-or-pay 
arrangements of the GSA.

Once the fi rst of these milestones was reached Solo increased 
its direct participation to 7.55%. Since production has 
continued in 2016 and 2017 under the commissioning terms 
of the Kiliwani North GSA further tranches of investment in 
the acquisition have not been made and Solo and Aminex 
have mutually agreed to the termination of their agreement.

The GSA signed with TPDC for KNDL gas contains payment 
guarantees in US Dollars and is linked to a price escalation 
formula commencing at US$3.00 per million British Thermal 
Units and rising from January 2016. Following commissioning 
KN-1 was produced at a rate of roughly 15 mmscfd being 
the call on gas being made by TPDC. Overall gas market 
development continues to lag supply in Tanzania, however, 
this is expected to gradually change to a supply shortage 
in future years as new power projects and industrial usage 
increases. Due to a higher than specifi ed calorifi c value for 

the gas and an advantageous eff ect of the sales contract’s 
indexation allowance, gas has been sold during the reporting 
period at approximately US$3.27 per mcf.

The SSIGPP has a 140 mmcfd processing capacity with gas 
from KN-1 being sold at the wellhead. The gas is delivered into 
the Tanzanian National Gas Gathering System and a 24-inch 
spur line from the SSIGPP connects KN-1 to a 532 km 36-inch 
pipeline which transmits gas to Dar es Salaam.

Production from the KN-1 well declined sharply in late 2017 
due to pressure loss and associated water infl ux to the 
wellbore. The operator has investigated options for recovering 
production and further reserves from KN-1 and has proposed 
to recomplete the well in an additional productive zone and 
in due course to add wellhead compression. An update from 
the Operator is expected pending further work on plant 
specifi cations and appropriate government approvals. A gross 
total of 6.4 bcf were produced from KN-1 in 2016 and 2017, 
equivalent to an average daily rate of 10 mmscf.

Helium One (13.8% interest)

Solo holds 13.8% in Helium One Limited (“Helium One”) 
following an original equity subscription in 2017 and 
participation within a convertible loan note issuance in early 
2019. Helium One owns exploration licences in a number of 
highly prospective helium properties in Tanzania.

Originally identifi ed by means of helium macro-seeps the 
prospects under investigation by Helium One have been 
mapped using soil geochemistry anomalies, airborne 
geophysical tools and on legacy 2D seismic data acquired 
previously during the 1980s. The identifi ed macro-seepage 
indicates high concentrations of helium (up to in excess of 
10% by volume) in association with nitrogen that may be 
trapped in the subsurface.

Netherland & Sewell Associates International (“NSAI”) has 
independently assessed the most mature of the projects, in 
the Rukwa Basin of the East African Rift Valley, as having the 
gross potential for close to 100 bcf of helium in place.

Global helium demand is approximately 6 bcf per annum. 
Supply is delivered by extracting helium from hydrocarbon 
production projects in a number of countries including the 
USA, Qatar, Algeria and Russia. Future supplies are also 
associated with hydrocarbon development projects where the 
development is driven by the demand for natural gas.

Demand for helium has been growing at a rate of between 
1.5 to 3 per cent per annum over the last decade and is a 
vital component of many modern technologies. As a result 
of its unique properties as a super fl uid, it plays a vital role 
in devices which use super conducting magnets; as in MRI 
machines. As an inert gas helium also plays a vital role in 
the production of many critical electronic components such 
as disk drives and fi bre optics, and is additionally used for 
industrial testing, purging and leak detection. Helium, as a 
lifting gas in hybrid air vehicles (and other forms of airship), 
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has also begun to have increased signifi cance.

However, the US government has been selling its strategic 
reserve and will close the facility for international sales no 
later than September 2021, after which there is projected to 
be a signifi cant shortage of helium available on world markets. 
In June 2017, several countries abruptly cut diplomatic 
relations with Qatar and imposed trade and travel bans. The 
ramifi cations for global helium supply were signifi cant, with 
both Qatari plants being turned off  for a period, as exports 
of helium were unable to pass the trade barriers imposed on 
Qatar. While only a temporary situation, it did highlight the 
fragility of the helium supply chain, and reliance on Qatari 
supplies. It should also be noted that helium output from LNG 
plants can only be increased if LNG demand also increases 
and as a result much of the global helium supply is highly 
illiquid.

Helium One holds one of the only known high-volume, 
standalone helium resource projects which is not reliant on 
associated hydrocarbon development. If successful it could 
provide much needed stability to global helium supply and if 
commercial volumes are discovered, could be developed as a 
major swing producer to global markets.

The Helium One Tanzania projects have excellent supply 
economics and, once liquefi ed close to production well sites, 
the helium could be transported to world markets via the 
deep-water port at Dar es Salaam. Given the competitive 
demand for crude helium on world markets Solo and Helium 
One would expect to sell helium at the wellhead through an 
off -take agreement with a large industrial gas company who 
would liquefy and transport the helium to market. During 
the 2018 auction of crude helium by the Bureau of Land 
Management (“BLM”) in the USA the average price set for 
crude helium was US$280 per thousand cubic feet with spot 
prices reported at levels signifi cantly higher than that level.

Investment Case
Solo believes that its participation in Helium One continues to 
provide exposure to attractive upside valuation in the event 
of a successful test of in place resources through appraisal 
drilling. Key positives supporting this:

• In situ Helium seeps at surface with Helium concentrations 
measured in the range of 8-10.2% which, if proven through 
appraisal drilling, would represent a world class source of 
Helium

• A number of mapped structures potentially capable of 
holding approximately 100Bcf Helium as indicated by an 
independent report prepared by Netherland Sewell and 
Associates.

• An experienced management team, recently augmented, 
with a proven track record of developing value in the 
natural resources sector.

• Robust supply/demand dynamics in the global helium 
market which support highly attractive valuation of any 
resource, if proven.

•  Engaged community of off take parties in the specialty 
industrial gas market willing to fund the installation and 
operation of the necessary liquefaction and purifi cation 
facilities.

Events in the period
Helium One activity within the period focused on the 
identifi cation and characterisation of a number of prospective 
structures in order to high grade drilling targets and specify a 
drilling programme. The company also progressed discussions 
with the relevant authorities within Tanzania to clarify licence 
conditions and drilling permits. These discussions took 
longer than expected and as a result the IPO and operational 
programme originally planned for late 2018 has been deferred 
into 2019/2020.

Events following the period
As a result of the delay associated with the licence discussions, 
in April 2019 Helium One raised US$ 1 million for working 
capital purposes through the issuance of a convertible loan 
note (“CLN”). Solo subscribed for US$100,000 – maintaining its 
ownership position at 13.8%. Solo’s total invested cost to date 
is approximately £2.55 million.

At the time of writing Helium One informed Solo that 
it expected to receive clarifi cation from the Tanzanian 
authorities was expected imminently regarding licence and 
drilling permits which will allow the operational programme to 
proceed.

Helium One is now focused on three key initiatives:

• IPO. A key objective for Helium One is to complete an 
IPO on a recognised stock exchange to provide access to 
capital for ongoing investment.

• Drilling programme. To execute a programme of appraisal 
wells to test selected target structures for the presents of 
Helium rich gas which can be recovered to surface.

• Off take programme. To engage with relevant 
counterparties in the speciality industrial gases sector 
regarding the off take and sale of helium in a success case.

Solo remains supportive of Helium One and the above 
initiatives which will deliver a liquid platform for the company’s 
shares which has the capacity to recognise the signifi cant 
value upside which would be delivered by a successful drilling 
programme.
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United Kingdom

Horse Hill, Weald Basin 
(Exited in 2018 – previously 15% interest)

In 2018 Solo completed the sale of its entire 15% interest in 
Horse Hill Developments Limited (“HHDL”) to UK Oil and Gas 
plc (“UKOG”) for a total cash consideration of £4.5 million 
together with a simultaneous purchase of 234,042,221 new 
ordinary share in UKOG equivalent to a 4.2% interest in UKOG.

For a total consideration of £4.5 million UKOG agreed to 
acquire Solo’s 15% shareholding and loan in HHDL. With 
an eff ective date of 28 August 2018, the total consideration 
was satisfi ed through the issue of 234,042,221 new ordinary 
shares in UKOG (“Consideration Shares”).

On the 27 February 2018, Solo announced that it had agreed 
to increase its participation in the Horse Hill project thorough 
the acquisition of Primorus Investments plc (“Primorus”) 
stake in the project. Following completion in early March, Solo 
acquired an additional 5% interest in HHDL and increasing 
Solo’s overall holding to a 15% interest in HHDL equivalent 
to a 9.75% interest in the Horse Hill licences, PEDL137 and 
PEDL246, and the Horse Hill oil discovery.

Solo paid Primorus an aggregate consideration of £1 million; 
made up of £650,000 in cash and the balance in Solo shares to 
be priced at the 10-day volume weighted average price prior 
to the date on which the transaction completes. The Company 
issued 9,973,011 ordinary shares of 0.2p in fulfi lment of the 
share consideration to Primorus based on the 10-day VWAP as 
provided for in the SPA.

In June 2018 and ahead of Solo’s exit from the Horse Hill 
project, the operator announced that it had received the fi nal 
approvals from the UK Oil and Gas Authority (“OGA”) for its 
Extended Well Test (“EWT”) program.

The HH-1 Portland sandstone and Kimmeridge Limestone 
(KL3 and KL4) oil discoveries lie within onshore Weald Basin 
licences PEDL137 and PEDL246, covering an area of 55 
square miles (143 km2) to the north of Gatwick Airport. As 
reported on 21 March 2016, HH-1 fl ow tested at a signifi cant 
commercial aggregate stable dry oil rate of 1,688 barrels of 
oil per day (“bopd”) from the Portland, KL3 and KL4 reservoir 
horizons. During the 30-90 hour fl ow periods from each of the 
three productive zones no clear indications of any reservoir 
pressure depletion were observed.

Prior to Solo’s exit from the project the EWT had been 
successfully completed with high-fl ow rates observed in the 
Portland and ahead of the primary EWT objective, to establish 
the commerciality of the Kimmeridge Limestone 3 & 4 oil 
pools.

Highlights: 
• Portland short-term high rate tests achieve stable implied 

equivalent daily pumped rates of 401 and 414 barrels of 
oil per day (“bopd”) of dry 36 API oil over two periods of 
6 and 2 hours, respectively. Maximum instantaneous 
half-hourly pumped rates of 441 and 470 bopd.

• The maximum rate recorded was limited by the rod 
pump’s maximum rate capacity of approximately 470 
bopd. Higher capacity rod pump sourced and mobilised 
for use at HH-1.

• Metered daily oil rates and recovered Portland volumes 
to date exceed 2016 test values.

• Associated solution gas rates of around 41,000 cu ft 
per day.

Isle of Wight, PEDL 331 
(Exited in 2018 – previously 30% interest)

During 2018, Solo completed the sales of its 30 per cent. 
interest in IOW to UK Oil and Gas (“UKOG”) for a total 
consideration of £350,000. With an eff ective date of 11 
December 2018, the total consideration was satisfi ed 
through the issue of 17,989,326 new ordinary shares in 
UKOG (“Consideration Shares”) and cash of £90,450. The 
Consideration Shares were calculated based on the 5-day 
volume weighted average price to 10 December 2018 of 
1.4428 pence.

Based on the £350,000 consideration, Solo has made an 
investment return of 2.25 times its historical investment in 
IOW.

An application was made jointly with UK Oil and Gas 
Investments plc (“UKOG”) for a 200 square kilometre onshore 
block in the south and central portion of the Isle of Wight in 
the UK 14th Landward Licensing Round. Prior to exiting the 
block, Solo held a 30% working interest in the joint venture 
and in the licence, PEDL 331.

Based on work by UKOG, and confi rmed by independent work 
by Solo, Arreton-2, originally drilled in 1974 by the Gas Council, 
but never tested, is now considered to be an oil discovery on 
the Arreton Main Field. When taken together with the adjacent 
prospects Xodus has calculated a P50 gross oil in place 
estimate of 219 mmbbls in conventional reservoirs within the 
Purbeck, Portland and Inferior Oolite limestone reservoirs at 
Arreton. Arreton Main is considered by Xodus to contain most 
likely (P50) contingent resource net to Solo’s interest in PEDL 
331 of 4.7 mmbbls.

UKOG has become operator of PEDL 331 and has commenced 
discussions with the local planning authorities and land 
owners and expects to seek regulatory consents to appraise 
the Arreton Main oil discovery in the coming years.
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Other investments

The Company holds several other investments that remain 
under active review, but have had only minimal expenditure in 
the reporting period.

Burj Africa, Nigeria, West Africa 
(20% interest)

Between 2013 and 2015 Solo made an investment into 
various ventures aimed at accessing known reserves in fi elds 
in Nigeria. These have resulted in a 20% interest in Burj 
Petroleum Africa Limited (“Burj Africa”) a company which had 
applied for various undeveloped fi elds in the 2014 Nigerian 
Marginal Fields Bid Round (“Marginal Fields Round”) along 
with joint venture partners Global Oil and Gas and Truvent 
Consulting. Recent developments in the world oil markets and 
specifi c to Nigeria have signifi cantly delayed the issue of new 
licences under the envisaged Marginal Fields Round.

Ontario, Canada (28.56% interest)

Solo holds an interest in 23,500 acres of petroleum 
leases in southern Ontario, which contain a number of 
Ordovician reefal structures that contain variously oil, gas 
and condensate. The operator, Reef Resources Inc., (“Reef”) 
has been unable to fund the continued development of the 
Ausable gas condensate fi eld and no alternative has so far 
been found to unlock the known potential.

Solo’s management continues to seek ways to advance 
or monetize the investment made in the Ausable and the 
adjacent Airport fi elds. Discussions have continued with 
Reef with a view to locating a new investment partner to re-
invigorate the planned work program at Ausable. To date a 
commercially viable forward program has not emerged.

On 22 March 2019, Solo announced that as part of the 
portfolio rationalisation, the Company had signed Heads 
of Terms (“HoT”) with Levant Exploration and Production 
Corp. (“Levant”) for the divestment of Solo’s 28.56% in Reef 
Resources Limited (“Reef”) to Levant. The divestment of 
the Company’s shareholding in Reef is subject to defi nitive 
documentation being agreed and further demonstrates the 
Company’s commitment to rationalise its existing portfolio as 
it delivers its growth strategy.

Immediate Outlook
Solo has continued to make signifi cant advances in its 
key investments in Tanzania. The farm in of the Zubair 
Corporation to the project through a pending acquisition 
of a 50% working interest acquired through Aminex 
is a key development and provides commercial and 
technical validation of the project. The Zubair involvement 
signifi cantly improves the chances of receiving the 25-year 
development licence for Ntorya and the fi nalisation of plans 
to commercialise Ntorya; in Solo’s case this may involve 
continued project investment, or a full or partial sale, or 
farmout, of the Company’s equity position depending on 
negotiating advantageous commercial terms with a third-
party. The drilling of a third appraisal well, Chikumbi-1, 
with an additional deeper exploration target, is now being 
planned for H1 2020, and represents a signifi cant catalyst 
for Solo’s investment story.

Helium One Limited continues to make progress with 
a new Board and Executive Team. Solo sees the Rukwa 
Basin as a potentially world class helium opportunity with 
very compelling economics and market dynamics. Further 
technical work will be completed during 2019, and subject 
to the availability of drilling capacity and fi nancing in Helium 
One, it is expected that initial drilling on these helium 
prospects can commence in early 2020.

The Company has continued to reduce it’s G&A costs 
pending monetisation of some of its mature investments. It 
is anticipated that further savings to cash G&A expenditures 
will be made in 2019 through the implementation of 
active cost cutting measures by the board. Improved JV 
Management and a harder edged commercial focus has 
also helped to reduce opex and capex.

With a refreshed Board and Management Team and a 
revised strategy the company is at an infl ection point in 
its development. The near-term outlook will be defi ned 
by a period of intense activity across the portfolio with a 
number of important operational and corporate events 
that will enable Solo to realise the value of its portfolio 
and monetise key assets for the benefi t if its shareholders. 
The focus of the Board and Executive remains fi rmly on 
commercialisation and value realisation of the existing 
assets, divestment of the non-core assets and execution 
of the new strategy.

Alastair Ferguson Mr Tom Reynolds
Executive Chairman Director

The Directors are pleased to present this year’s annual report together with the consolidated fi nancial statements for 
the period ended 31 December 2018.

The Corporate Governance Statement set out on pages 21 to 25 forms part of this report.

Principal Activities
The principal activity of the company is to acquire a diverse 
portfolio of direct and indirect interests in production, 
development and exploration oil and gas assets, and 
any other subsurface gas assets of potential commercial 
signifi cance, located predominantly in Europe and Africa.

Business Review and future developments
A review of the current and future development of the 
Company’s business is given in the Chairman’s Statement, 
incorporating the Strategic Report and Operational & Finance 
review on pages 1 to 16.

Results and Dividends
Loss on ordinary activities after taxation amounted to £1.738 

million (2017: £1.66 million). The Directors do not recommend 
payment of a dividend.

Key Performance Indicators
Given the nature of the business and that the Company had 
adopted a new investing policy and is in the early stages 
of developing new operations, the directors are of the 
opinion that analysis using KPI’s is not appropriate for an 
understanding of the development, performance or position 
of our businesses at this time. The Board has agreed to 
introduce this for 2019.

Directors
The directors who held offi  ce during the year and up to the 
date of signature of the fi nancial statements were as follows:

Executive Directors  Date of Appointment  Date of Resignation

Neil Ritson  6 August 2018

Daniel Maling1  7 February 2019

Non-Executive Directors

Don Strang  26 November 2018

Fergus Jenkins  2 May 2018 

Jonathan Fitzpatrick 2 May 2018

Alastair Ferguson2 6 August 2018

Tom Reynolds 4 December 2018

Fergus Jenkins resigned as an executive Director on 18 December 2017, but remained as a non-executive director until 2 May 2018. 

1 Post period Daniel Maling resigned as Managing Director on 7 February 2019.
2 Post period Alastair Ferguson assumed the role of Executive Chairman from 11 February 2019.
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Environmental Responsibility
The Company is aware of the potential impact that its investee 
companies may have on the environment. The Company 
ensures that it, and its investee companies at a minimum 
comply with the local regulatory requirements and the revised 
Equator Principles with regard to the environment.

Supplier Payment Policy
The Company’s policy is to agree terms and conditions with 
suppliers in advance; payment is then made in accordance 
with the agreement provided the supplier has met the terms 
and conditions. Suppliers are typically paid within 30 days of 
issue of invoice.

Employment Policies
The Company will be committed to promoting policies which 
ensure that high calibre employees are attracted, retained and 
motivated, to ensure the ongoing success for the business. 
Employees and those who seek to work within the Company 
are treated equally regardless of sex, marital status, creed, 
colour, race or ethnic origin.

Political Contributions and Charitable Donations
During the period the Company did not make any political 
contributions or charitable donations

Post Reporting Date Events
At the date these fi nancial statements were approved, being 
28 June 2019, the Directors were not aware of any signifi cant 
post balance sheet events other than those set out in the 
notes to the fi nancial statements.

Annual General Meeting (“AGM”)
This report and fi nancial statements will be presented to 
shareholders for their approval at the AGM. The Notice of the 
AGM will be distributed to shareholders together with the 
Annual Report.

Health and Safety
The Company’s aim will always be to achieve and maintain 
the highest standard of workplace safety. In order to achieve 
this objective the Company sets demanding standards for 
workplace safety and will provide comprehensive training and 
support to employees.

Auditor
A resolution to appoint auditors for the year to 31 December 
2019 and to authorise the Directors to fi x their remuneration 
will be proposed at the next Annual General Meeting.

Going Concern
The Directors note the losses that the Company has made 
for the year ended 31 December 2018. The Directors have 
prepared cash fl ow forecasts for the period ending 30 June 
2020 which take account of the current cost and operational 
structure of the Company.

The cost structure of the Company comprises a high 
proportion of discretionary spend and therefore in the event 
that cash fl ows become constrained, costs can be quickly 
reduced to enable the Company to operate within its available 
funding.

These forecasts demonstrate that the Company has suffi  cient 
cash funds available to allow it to continue in business for a 
period of at least twelve months from the date of approval 
of these fi nancial statements. Accordingly, the fi nancial 
statements have been prepared on a going concern basis.

Statement of Directors’ Responsibilities
The directors prepare fi nancial statements for each fi nancial 
year which give a true and fair view of the state of aff airs of 
the company and of the profi t or loss of the company for that 
period. In preparing those fi nancial statements, the directors 
are required to:

• select suitable accounting policies and then apply them 
consistently;

• make judgements and estimates that are reasonable and 
prudent;

• state whether applicable accounting standards have been 
followed, subject to any material departures disclosed and 
explained in the fi nancial statements; and

• prepare the fi nancial statements on the going concern 
basis unless it is inappropriate to presume that the group 
will continue in business.

The directors are responsible for keeping proper accounting 
records, for safeguarding the assets of the group and for 
taking reasonable steps for the prevention and detection of 
fraud and other irregularities. They are also responsible for 
ensuring that the annual report includes information required 
by the Alternative Investment Market.

Statement of Disclosure to the Auditor
As at the date of this report the serving Directors confi rm that:

• so far as each Director is aware, there is no relevant audit 
information of which the Company’s auditors are unaware; 
and

• they have taken all the steps they ought to have taken 
as Directors in order to make themselves aware of any 
relevant audit information and to establish that the 
Company’s auditors are aware of that information.

Directors’ Remuneration
The Company remunerates the Directors at a level 
commensurate with the size of the Company and the 
experience of its Directors. The Remuneration Committee has 
reviewed the Directors’ remuneration and believes it upholds 
the objectives of the Company with regard to this issue. 
Details of the Director emoluments and payments made for 

professional services rendered are set out in Note 4 to the 
fi nancial statements.

Directors’ Interests
The benefi cial interests of the serving Directors in the shares 
and options of the Company during the period to 
31 December 2018 were as follows:

 At 31 December 2018 or date of resignation At 31 December 2017 or date of resignation

Director Shares Options Shares Options 

Neil Ritson 4,650,000 5,200,000 4,650,000 5,200,000

Daniel Maling 11,150,847 3,250,000 – 3,250,000

Don Strang 5,891,111 2,000,000 – 2,000,000

Jonathan Fitzpatrick 28,708,641* 2,500,000 – –

Alastair Ferguson 16,825,397 – – –

Tom Reynolds 2,464,108** – – –

Fergus Jenkins  NA NA 50,000 3,250,000 

* includes indirect interest of 916,624 shares held by Carolyn Fitzpatrick

** includes indirect interest of 286,738 shares held by Paula Reynolds

Substantial Shareholdings
At 31 December 2019 the following had notifi ed the Company 
of disclosable interests in 3% or more of the nominal value of 
the Company’s shares:

Shareholder  Number of Shares  % of Issued Capital

Interactive Investor Services Nominees Limited 73,126,573 11.58%

Barclays Direct Investing Nominees Limited 48,932,499 7.75%

HSDL Nominees Limited 41,720,348 6.60%

Hargreaves Lansdown (Nominees) Limited 40,139,433 6.35%

Hargreaves Lansdown (Nominees) Limited 38,730,840 6.13%

Interactive Investor Services Nominees Limited 35,020,971 5.54%

HSBC Client Holdings Nominee (UK) Limited 27,168,382 4.30%

HSBC Global Custody Nominee (UK) Limited 24,386,419 3.86%

HSDL Nominees Limited 21,389,065 3.39%
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Electronic Communication
The maintenance and integrity of the Company’s website is 
the responsibility of the Directors: the work carried out by 
the auditors does not involve consideration of these matters 
and, accordingly, the auditors accept no responsibility for any 
changes that may have occurred to the fi nancial statements 
since they were initially presented on the website.

The Company’s website is maintained in accordance with AIM 
Rule 26.

Legislation in the United Kingdom governing the preparation 
and dissemation of the fi nancial statements may diff er from 
legislation in other jurisdictions.

On behalf of the board

Mr Tom Reynolds
Director 

From September 2018, onwards, all AIM quoted companies are required to set out details of the recognised corporate 
governance code that the Board of Directors has decided to adopt and provide reasons for any departures where it 
does not comply with the code. The Company has elected to adopt the 2018 Quoted Companies Alliance Corporate 
Governance Code for Small and Mid-Sized Companies (the “QCA Code”). The Company intends to adhere to the 
recommendations of the QCA Code to the extent it considers them appropriate in light of the Company’s size, liquidity 
and capital resources.

Board of Directors
Solo operated with a four-member Board through 2018, 
comprising a Non-Executive Chairman, a Managing Director 
and two Non-executive Directors. The Board has established 
the corporate governance values of the Company and has 
overall responsibility for setting the Company’s strategic aims, 
defi ning the business plan and strategy and managing the 
fi nancial and operational resources of the Company. Overall 
supervision, acquisition, divestment and other strategic 
decisions are considered and determined by the Board. The 
Executive team is supported by the wider team and external 
service providers as required.

The Directors are of the opinion that the Board comprises a 
suitable balance and that the recommendations of the UK 
Corporate Governance Code have been implemented to 
an appropriate level. The Board, through the Chairman in 
particular, maintains regular contact with its advisers and 
public relations consultants in order to ensure that the Board 
develops an understanding of the views of major shareholders 
about the Company.

Board Meetings
The Board meets regularly throughout the year. For the 
period ending 31 December 2018 the Board met 10 times 
(2017: 4) in relation to normal operational matters and on an 
ad hoc basis as required to transact additional business to 
support the Company’s activities. The Board is responsible for 
formulating, reviewing and approving the Company’s strategy, 
fi nancial activities and operating performance. Day to day 
management is devolved to the Executive Directors’ and 
management who are charged with consulting the Board on 
all signifi cant fi nancial and operational matters.

All Directors have access to the advice of the Company’s 
solicitors and the Company Secretary necessary information 
is supplied to the Directors on a timely basis to enable them 
to discharge their duties eff ectively, and all Directors have 
access to independent professional advice, at the Company’s 
expense, as and when required.

Board Committees
During the second half of 2018, the Company undertook a 
major review of the Audit and Compliance, Remuneration 
and Nominations Committees. As a result the Board has 
established four separate Committees (all fully operational by 
February 2019) each chaired by a Director with its own terms 
of reference:

The Audit and Compliance Committee considers the 
Company’s fi nancial reporting (including accounting policies) 

and internal fi nancial controls and is responsible for ensuring 
that the fi nancial performance of the Company is properly 
monitored and reported on.

It comprises two Non-executive Directors Jon Fitzpatrick 
(Chairman) and Tom Reynolds. Meetings are aligned 
with the Group’s fi nancial reporting calendar. Relevant 
executive management team members are invited to 
attend each meeting of the Committee and participate in 
all of the meetings during the period. The external auditors 
are also invited to attend meetings of the Committee as 
appropriate and also meet the Committee without the 
presence of executive management at least annually. The 
Risk and Disclosure Committee operates as part of the 
Audit Committee and reviews the operational risks that face 
the business and monitor and report upon the Company’s 
obligations under the Disclosure Guidance and Transparency 
Rules. The Committee’s responsibilities include the following:

• reviewing reports from management and the Group’s 
auditors relating to the Group’s Annual Report and 
Accounts and the interim results announcements. The 
Committee advises the Board on whether the Annual 
Report and interim announcement are fair, balanced and 
understandable and provide the information necessary 
for Solo stakeholders to assess performance against the 
Group’s strategy;

• ensuring compliance with legal requirements, accounting 
standards and the AIM Rules for Companies and on 
ensuring that eff ective systems of internal fi nancial and 
non-fi nancial controls (including for the management of 
risk and whistle-blowing) are maintained. However, the 
ultimate responsibility for reviewing and approving the 
annual report and accounts remains with the Board of 
Directors;

• reviewing the external auditor’s independence and 
considering the nature, scope, and results of the auditor’s 
work and developing policy on and reviewing (reserving 
the right to approve) any non-audit services that are 
provided by the external auditors.

• ensuring the Company has in place internal control and 
risk management systems in relation to the Company’s 
fi nancial reporting process and the Company’s process 
for preparing consolidated fi nancial statements. These 
systems include policies and procedures to ensure 
that adequate accounting records are maintained, and 
transactions are recorded accurately and fairly to permit 
the preparation of consolidated fi nancial statements in 
accordance with IFRS; and
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its operational capability, reporting, accounting and IT 
systems.  Following this review, the Board in September 
decided to migrate the fi nance system to a new online based 
system that will be more cost eff ective and provide for better 
management reporting.

The Directors have assessed relevant objectives and policies 
for managing fi nancial risks to enable the Company to achieve 
its long-term shareholder value growth targets within a 
prudent risk management framework. These objectives and 
policies will be regularly reviewed and cover the:

• nature and extent of signifi cant risks and the Company’s 
ability to respond eff ectively to changes in its business and 
external environment;

• quality and scope of management’s ongoing monitoring of 
risks and the system of internal control;

• incidence of any signifi cant control failings or weaknesses 
that have been identifi ed at any time during the period; 
and

• eff ectiveness of the Company’s public reporting process.

The principal fi nancial risks, to which the Company is exposed, 
and cash forecasts identifying the liquidity requirements of 
the Group, are produced frequently and reviewed regularly 
to ensure that there is suffi  cient fi nancial capacity to meet 
its immediate and future needs. Following completion of the 
equity placing and open off er, and subsequent repayment 
of the convertible loan, Solo’s balance sheet is debt free and 
remains in good health, strengthened further with the cash 
generated through the sale of UKOG shares.  The Company 
continues to focus on strict cost discipline and remains well 
funded to undertake all near-term operational activity across 
its portfolio.

Internal controls
The Directors acknowledge their responsibility for the 
Company’s systems of internal controls and for reviewing 
their eff ectiveness. These internal controls are designed 
to safeguard the assets of the Company and to ensure the 
reliability of fi nancial information for both internal use and 
external publication. Whilst they are aware that no system can 
provide absolute assurance against material misstatement or 
loss, in light of increased activity and further development of 
the Company, continuing reviews of internal controls will be 
undertaken to ensure that they are adequate and eff ective.

Compliance 
The Company has also reviewed the appropriate policies and 
procedures to ensure compliance with the UK Bribery Act. 
The Company continues actively to promote good practice 
throughout the Group and has initiated a rolling programme 
of anti-bribery and corruption training for all relevant 
employees and consultants.

Risk Management
The Board considers risk assessment to be important in 
achieving its strategic objectives. There is a process of 
evaluation of performance targets through regular reviews 
by senior management to forecasts. Project milestones and 
timelines are regularly reviewed.

Risks and Uncertainties
The principal risks facing the Company are set out below. 
Risk assessment and evaluation is an essential part of 
the Company’s planning and an important aspect of the 
Company’s internal control system.

General and economic risks
• contractions in the world’s major economies or increases 

in the rate of infl ation resulting from international 
conditions;

• movements in the equity and share markets in the United 
Kingdom and throughout the world;

• weakness in global equity and share markets in particular, 
in the United Kingdom, and adverse changes in market 
sentiment towards the resource industries;

• currency exchange rate fl uctuations and, in particular, the 
relative prices of US Dollar and the UK Pound;

• exposure to interest rate fl uctuations; and

• adverse changes in factors aff ecting the success of 
exploration and development operations, such as 
increases in expenses, changes in government policy 
and further regulation of the industry; unforeseen 
major failure, breakdowns or repairs required to key 
items of plant and equipment resulting in signifi cant 
delays, notwithstanding regular programmes of repair, 
maintenance and upkeep; variations in grades and 
unforeseen adverse geological factors or adverse weather 
conditions.

Funding risk
• the Company (or the companies in which it has invested) 

may not be able to raise either by debt or further 
equity, suffi  cient funds to enable completion of planned 
exploration, investment and/or development projects.

Market risk
• the ability of the Company (and the companies it invests 

in) to continue to secure suffi  cient and profi table sales 
contracts to support its operations is a key business risk.

Asset risk
• each asset carries its own risk profi le and no outcome can 

be certain. The Board and management aims to avoid 
over-exposure to individual assets and to identify the 
associated risks objectively.

• reviewing draft annual and interim reports before 
recommending their publication to the Board. The Audit 
Committee discusses with the Executive team external 
auditors the signifi cant accounting policies, estimates 
and judgements applied in preparing these reports. The 
Board has considered the need for a separate internal 
audit function but, bearing in mind the present size 
and composition of the company does not consider it 
necessary at the current time.

The Remuneration Committee is responsible for making 
recommendations to the Board on Directors’ and senior 
executives’ remuneration.

The Remuneration Committee comprises two Non-Executive 
Directors, Tom Reynolds (Chairman) and Jon Fitzpatrick. 
The Executive Chairman is invited to attend meetings. In 
accordance with the Committee’s terms of reference, no 
Director may participate in discussions relating to their 
own terms and conditions of service or remuneration. The 
Committee’s responsibilities include the following:

• making recommendations to the Board of Directors on the 
Company’s policy on the remuneration of the Executive 
Chairman, Executive Directors and other Senior Executives 
(as are delegated to the Committee to consider);

• determining, within agreed terms of reference, the 
remainder of the remuneration packages for each of 
them, including pension rights, bonus arrangements, 
any compensation payments and the implementation of 
executive incentive schemes;

• monitoring the level and structure of remuneration for 
Senior Management;

• reviewing the design of share incentive plans for approval 
by the Board and determining the policy on annual awards 
to Executive Directors and Senior Executives;

• reviewing progress made against performance targets and 
agreeing incentive awards; and

• setting clear objectives for each individual Director relating 
to Company KPIs including individual and strategic targets.

In determining remuneration for new and existing 
appointments to the Board, the Board will consider all 
relevant factors including, but not limited to, the calibre of 
the individual and their existing package, the external market 
and the existing arrangements for the Company’s current 
Executive Directors, with a view that any arrangements 
off ered are in the best interests of the Company and 
shareholders and without paying any more than is necessary. 
If the appointee is expected to develop into the role, the 
Board may decide to appoint the new Director to the Board at 
a lower than typical salary. Larger increases (above those of 
the wider company) may be awarded over a period of time to 
move closer to the market level as their experience develops. 
Benefi ts and other elements of remuneration will normally 
be limited to those outlined in the remuneration policy table 

above. However, additional benefi ts may be provided by 
the Company where the Board considers it reasonable and 
necessary to do so. It is expected that the structure and 
quantum of the variable pay elements would refl ect those set 
out in the policy table above.

The Nomination Committee is responsible for making 
recommendations to the Board on the appointment of 
Directors and the Senior Executive Team and for succession 
planning. The Nomination Committee is comprised of Alastair 
Ferguson (Chairman) and Tom Reynolds.  The Committee’s 
responsibilities include the following:

• considering the size, structure and composition of the 
Board of Directors, retirements and appointments 
of additional and replacement Directors and making 
appropriate recommendations to the Board;

• appointment of Executive Management positions; and

• making recommendations to the Board regarding 
membership of the Audit and Remuneration Committees; 
and ensuring that plans are in place for orderly succession 
to the Board and senior management positions, so as to 
maintain an appropriate balance of skills and experience.

The Investment Committee is responsible for reviewing 
the Company’s existing and prospective investments. The 
Investment Committee is comprised of Alastair Ferguson 
Chairman), Tom Reynolds and Jon Fitzpatrick.  The 
Committee’s responsibilities include the following:

• approval for all signifi cant projects, including all 
investments, corporate transactions and major capital 
projects;

• receives and reviews regular reports covering both the 
technical progress of projects and the Company’s fi nancial 
aff airs to facilitate its control;

• comprehensive budgeting and planning system for all 
items of expenditure with an annual budget approved by 
the Board. Risk assessment and evaluation is an integral 
part of the annual planning cycle.

Business Systems Review 
Solo is exposed to a wide range of risks and uncertainties. 
These include (but are not limited to) changes in exchange 
rates, commodity prices, government legislative changes, 
environmental regulation and operator performance. The 
Board is committed to monitoring and managing these risks 
on behalf of shareholders.

The Board has undertaken a concentrated, detailed review 
of the Company’s business systems and controls and 
accounting policies, including but not limited to payroll, 
purchasing, expenses, revenue recognition and VAT and, 
where appropriate, enacted overhaul to ensure that the 
control environment and the management of risk is eff ectively 
and appropriately managed by the Board.  The review has 
focused on the internal functions of the Company including 
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Opinion
We have audited the fi nancial statements of Solo Oil plc (the ‘Company’) for the year ended 31 December 2018 which 
comprise the statement of comprehensive income, the statement of fi nancial position, the statement of changes 
in equity, the statement of cash fl ows and notes to the fi nancial statements, including a summary of signifi cant 
accounting policies. The fi nancial reporting framework that has been applied in their preparation is applicable law and 
International Financial Reporting Standards (IFRSs) as adopted by the European Union.

In our opinion the fi nancial statements:
• give a true and fair view of the state of the company’s 

aff airs as at 31 December 2018 and of its loss for the year 
then ended;

• have been properly prepared in accordance with IFRSs as 
adopted by the European Union; and

• have been prepared in accordance with the requirements 
of the Companies Act 2006.

Basis for opinion
We conducted our audit in accordance with International 
Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our 
responsibilities under those standards are further described 
in the Auditor’s responsibilities for the audit of the fi nancial 
statements section of our report. We are independent of the 
company in accordance with the ethical requirements that 
are relevant to our audit of the fi nancial statements in the 
UK, including the FRC’s Ethical Standard, and we have fulfi lled 
our other ethical responsibilities in accordance with these 
requirements. We believe that the audit evidence we have 
obtained is suffi  cient and appropriate to provide a basis for 
our opinion.

Conclusions relating to going concern
We have nothing to report in respect of the following matters 
in relation to which the ISAs (UK) require us to report to you 
where:

• the directors’ use of the going concern basis of accounting 
in the preparation of the fi nancial statements is not 
appropriate; or

• the directors have not disclosed in the fi nancial statements 
any identifi ed material uncertainties that may cast 
signifi cant doubt about the company’s ability to continue 
to adopt the going concern basis of accounting for a 
period of at least twelve months from the date when the 
fi nancial statements are authorised for issue.

Key audit matters
Key audit matters are those matters that, in our professional 
judgement, were of most signifi cance in our audit of the 
fi nancial statements of the current period.  These matters 
were addressed in the context of our audit of the fi nancial 
report as a whole, and in forming our opinion thereon, and we 
do not provide a separate opinion on these matters.

We have determined the matters described below to be the 
key audit matters to be communicated in our report.

Carrying value of intangible non-current 
assets – Deferred exploration and evaluation 
expenditure
The Company’s Intangible Non-Current Assets which mainly 
comprise of Acquisition and Development Expenditure at the 
Ruvuma project in Tanzania represents a signifi cant asset on 
its statement of fi nancial position totalling £15,119,000 as at 
31 December 2018.  The carrying values are split £12,903,000 
for Ruvuma, £1,919,000 for the re-statement of the Kiliwani 
North and potential Kiliwani South projects and £297,000 for 
other projects.

Management and the Board are required to ensure that only 
costs which meet the IFRS criteria of an asset and accord 
with the Company’s accounting policy are capitalised within 
Exploration and Evaluation assets. Additionally in accordance 
with the requirements of IFRS, Management and the Board 
are required to assess whether there is any indication of 
impairment of these assets.

Given the signifi cance of the intangible non-current assets 
on the Company’s statement of fi nancial position and 
the signifi cant management judgement involved in the 
determination and the assessment of the carrying values 
of these assets there is an increased risk of material 
misstatement or that the values will not be recovered due 
to the inherent uncertainties which exist with oil and gas 
exploration activities.

How the Matter was addressed in the Audit
The procedures included, but were not limited to, assessing 
and evaluating management’s assessment of whether 
any impairment indicators have been identifi ed within the 
Company’s intangible non-current assets, the indicators being:

• Expiring or imminently expiring concessions, licences 
or rights;

• Projections of declining oil and gas prices and/or 
declining demand;

• Projections of increased future capital costs or 
operating costs. 

In addition, we reviewed the available information and 
documentation which supports the underlying economics of 
the Ruvuma project and assessed the reasonableness of the 
potential reserve estimations, the forecasted revenues and 
expenditure and the net present values of the project.

We also reviewed and assessed the related disclosures in the 
fi nancial statements.

Commodity price risk 
• volatile commodity prices mean that the Company 

investments cannot be certain of the future sales value of 
its products or the economic outcome of its project. Gas 
may be sold under long-term contracts reducing exposure 
to short term fl uctuations oil and gas price hedging 
contracts may be utilised where viable.

Insurance
The Company maintains insurance in respect of its Directors 
and Offi  cers against liabilities in relation to the Company.

Treasury Policy
The Company fi nances its operations through equity and 
holds its cash as a liquid resource to fund the obligations of 
the Company. Decisions regarding the management of these 
assets are approved by the Board.

Securities Trading
The Board has adopted a Share Dealing Code that applies 
to Director, senior management and any employee who is 
in possession of ‘inside information’. All such persons are 
prohibited from trading in the Company’s securities if they are 
in possession of ‘inside information’. Subject to this condition 
and trading prohibitions applying to certain periods, trading 
can occur provided the relevant individual has received the 
appropriate prescribed clearance.

Relations with Shareholders
The Board is committed to providing eff ective communication 
with the shareholders of the Company and has committed to 
improve this in the year ending 31 December 2019. Signifi cant 
developments are disseminated through stock exchange 
announcements and regular updates of the Company website. 
The Board views the AGM as a forum for communication 
between the Company and its shareholders and encourages 
their participation in its agenda.
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Use of our report 
This report is made solely to the company’s members, 
as a body, in accordance with Chapter 3 of Part 16 of the 
Companies Act 2006. 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 auditor’s 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.

Rowan J. Palmer (Senior Statutory Auditor) 
for and on behalf of Chapman Davis LLP 
Chartered Accountants and Statutory Auditors 
London, United Kingdom 
27 June 2019 

Materiality
In planning and performing our audit we applied the concept 
of materiality.  An item is considered material if it could 
reasonably be expected to change the economic decisions 
of a user of the fi nancial statements.  We used the concept 
of materiality to both focus our testing and to evaluate 
the impact of any misstatements identifi ed.  Based on 
professional judgement, we determined overall materiality 
for the fi nancial statements as a whole to be £230,000, being 
less than 1% of the Total Assets, with a lower materiality set at 
£126,000 for intangible non-current assets.

Other information
The directors are responsible for the other information. The 
other information comprises the information included in 
the annual report, other than the fi nancial statements and 
our auditor’s report thereon. Our opinion on the fi nancial 
statements does not cover the other information and, except 
to the extent otherwise explicitly stated in our report, we do 
not express any form of assurance conclusion thereon.

In connection with our audit of the fi nancial statements, our 
responsibility is to read the other information and, in doing 
so, consider whether the other information is materially 
inconsistent with the fi nancial statements or our knowledge 
obtained in the audit or otherwise appears to be materially 
misstated. If we identify such material inconsistencies 
or apparent material misstatements, we are required to 
determine whether there is a material misstatement in the 
fi nancial statements or a material misstatement of the other 
information. If, based on the work we have performed, we 
conclude that there is a material misstatement of this other 
information, we are required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the 
Companies Act 2006
In our opinion, based on the work undertaken in the course 
of our audit:

• the information given in the strategic report and the 
directors’ report for the fi nancial year for which the 
fi nancial statements are prepared is consistent with the 
fi nancial statements; and

• the strategic report and the directors’ report have 
been prepared in accordance with applicable legal 
requirements.

Matters on which we are required to report 
by exception
In the light of the knowledge and understanding of the 
company and its environment obtained in the course of the 
audit, we have not identifi ed material misstatements in the 
strategic report and the directors’ report.

We have nothing to report in respect of the following matters 
where the Companies Act 2006 requires us to report to you if, 
in our opinion:

• adequate accounting records have not been kept, or 
returns adequate for our audit have not been received 
from branches not visited by us; or

• the fi nancial statements are not in agreement with the 
accounting records and returns; or

• certain disclosures of directors’ remuneration specifi ed by 
law are not made; or

• we have not received all the information and explanations 
we require for our audit.

Responsibilities of directors
As explained more fully in the directors’ responsibilities 
statement, the directors are responsible for the preparation 
of the fi nancial statements and for being satisfi ed that they 
give a true and fair view, and for such internal control as the 
directors determine is necessary to enable the preparation of 
fi nancial statements that are free from material misstatement, 
whether due to fraud or error.

In preparing the fi nancial statements, the directors are 
responsible for assessing the company’s ability to continue 
as a going concern, disclosing, as applicable, matters related 
to going concern and using the going concern basis of 
accounting unless the directors either intend to liquidate 
the company or to cease operations, or have no realistic 
alternative but to do so.

Auditor’s responsibilities for the audit of the 
fi nancial statements
Our objectives are to obtain reasonable assurance about 
whether the fi nancial statements as a whole are free from 
material misstatement, whether due to fraud or error, 
and to issue an auditor’s report that includes our opinion. 
Reasonable assurance is a high level of assurance, but is 
not a guarantee that an audit conducted in accordance with 
ISAs (UK) will always detect a material misstatement when it 
exists. Misstatements can arise from fraud or error and are 
considered material if, individually or in the aggregate, they 
could reasonably be expected to infl uence the economic 
decisions of users taken on the basis of these fi nancial 
statements.

A further description of our responsibilities for the audit 
of the fi nancial statements is located on the Financial 
Reporting Council’s website at: http://www.frc.org.uk/
auditorsresponsibilities. This description forms part of our 
auditor’s report.
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   2018  2017 
 Notes  £000  £000

Non-current assets

Intangible assets 11  15,119  13,816

Oil & gas properties 12  194  194

Available for sale assets 14  –  3,226

Investments 13  2,903 –

   18,216  17,236

Current assets

Shares held for trading 13  1,523  –

Trade and other receivables 16  716  1,395

Cash and cash equivalents   2,999  396

   5,238  1,791

Total assets   23,454  19,027 

Current liabilities

Trade and other payables 18  548  324

Borrowings 17  –  1,080

Provisions 19  184  –

   732  1,404

Net current assets   4,506  387

Total liabilities   732  1,404

Net assets   22,722  17,623 

Equity

Called up share capital 20  1,264  785

Share premium account 20  37,316  31,749

Deferred share capital 20  1,831  1,831

Share based payments 21  1,135  1,129

AFS reserve   –  (693)

Retained earnings   (18,824)  (17,178)

Total equity   22,722  17,623

    

The fi nancial statements were approved by the board of directors and authorised for issue on 27 June 2019 and are signed on its 
behalf by:

Alastair Ferguson
  Executive Chairman

Mr Tom Reynolds
Director

   2018  2017 
 Notes  £000  £000

Revenue from contracts with customers 4  –  614

Gain on sale of investment 4  1,758  –

Income from shares held for trading 4  2,461  –

Cost of sales   (2,442)  –

Gross (loss)/profi t   1,777  614

Administrative expenses   (1,974)  (1,261)

Operating expenses   (181)  (87)

Operating loss 5  (378)  (734)

Impairment charge   (692)  (300)

Amortisation charge 12  –  (484)

Investment revenues   57  66 

Finance costs 7  (41)  (126)

Fair value through profi t and loss 8  (529)  –

Foreign Exchange Losses   (84)  81 

Loss before taxation   (1,667)  (1,659)

Income tax expense 9  –  –

Loss and total comprehensive income for the year   (1,667)  (1,659)

Other comprehensive income

Decrease in value of available for sale assets   –  (577)

Total comprehensive income for the year 
attributable to equity shareholders of the parent   (1,667)  (2,236)

Earnings per share 10

Basic and diluted              (0.33)             )34.0(                           

FINANCIAL STATEMENTS

Statement of comprehensive income
FOR THE YEAR ENDED 31 DECEMBER 2018

Statement of fi nancial position
AS AT 31 DECEMBER 2018
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   Share Share Deferred Share AFS Retained Total 
   capital premium share based reserve earnings
    account capital payments 

 Notes  £000 £000 £000 £000 £000 £000 £000

Balance at 1 January 2017   699 27,559 1,831 933 (116) (15,519) 15,387

Year ended 31 December 2017:

Loss and total comprehensive    – – – – – (1,659) (1,659) 
income for the year   

Issue of share capital   86 4,464 – – – – 4,550

Share-based payment charge   – – – 196 – – 196

Cost of share issue   – (274) – – – – (274)

Decrease in value of available    – – – – (577) – (577)
for sale assets  

Balance at 31 December 2017   785 31,749 1,831 1,129 (693) (17,178) 17,623

Year ended 31 December 2018:

Loss and total comprehensive    – – – – – (1,667) (1,667)
income for the year 

Issue of share capital   479 5,567 – – – – 6,046

Share-based payment charge   – – – 27 – – 27

Transfers   – – – – 693 – 693

Release of expired share options   – – – (21) – 21 –

Balance at 31 December 2018   1,264 37,316 1,831 1,135 – (18,824) 22,722 

   2018  2017 
 Notes  £000  £000

Cash fl ows from operating activities

Cash absorbed by operations 27  (266)  (794)

Net cash outfl ow from operating activities   (266)  (794)

Investing activities

Purchase of intangible assets   (1,341)  (2,080)

Proceeds on disposal of investments     (1,276)

Interest received   57  66

Net cash used in investing activities   (1,111)  (3,290)

Financing activities

Proceeds from issue of shares   5,431  3,200

Share issue costs   (311)  (274)

Finance costs   –  (126)

Repayment of borrowings   (967)  1,080 

Net cash generated from fi nancing activities   4,153  3,880 

Net increase/(decrease) in cash and cash equivalents   2,603  (204)

Cash and cash equivalents at beginning of year   396  600

Cash and cash equivalents at end of year   2,999  396 

The above Cash Flow should be read in conjunction with the accompanying notes. 

FINANCIAL STATEMENTS

Statement of cash fl ows
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Statement of changes in equity
FOR THE YEAR ENDED 31 DECEMBER 2018
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are measured at fair value. Gains and losses are recognised 
in other comprehensive income and reported within the 
available-for-sale reserve within equity, except for impairment 
losses and foreign exchange diff erences, which are recognised 
in profi t or loss. When the asset is disposed of or is determined 
to be impaired, the cumulative gain or loss recognised in other 
comprehensive income is reclassifi ed from the equity reserve 
to profi t or loss and presented as a reclassifi cation adjustment 
within other comprehensive income. Interest calculated using 
the eff ective interest method and dividends are recognised in 
profi t or loss within fi nance income.

Fair value measurement
IFRS 13 establishes a single source of guidance for all fair 
value measurements. IFRS 13 does not change when an entity 
is required to use fair value, but rather provides guidance 
on how to measure fair value under IFRS when fair value is 
required or permitted. The resulting calculations under IFRS 
13 aff ected the principles that the Company uses to assess the 
fair value, but the assessment of fair value under IFRS 13 has 
not materially changed the fair values recognised or disclosed. 
IFRS 13 mainly impacts the disclosures of the Company. It 
requires specifi c disclosures about fair value measurements 
and disclosures of fair values, some of which replace existing 
disclosure requirements in other standards.

Financial instruments
Financial assets and fi nancial liabilities are recognised on the 
balance sheet when the Company has become a party to the 
contractual provisions of the instrument.

Cash and cash equivalents
Cash and cash equivalents comprise cash in hand, cash at 
bank and short term deposits with banks and similar fi nancial 
institutions.

Trade and other receivables
Trade and other receivables do not carry any interest and 
are stated at their nominal value as reduced by appropriate 
allowances for estimated irrecoverable amounts.

Financial liability and equity
Financial liabilities and equity instruments are classifi ed 
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 Company 
after deducting all of its liabilities.

Trade and other payables
Trade and other payables are non interest bearing and are 
stated at their nominal value.

Equity instruments
Equity instruments issued by the Company are recorded at 
the proceeds received, net of direct issue costs.

Financial assets at fair value through profi t 
or loss
Financial assets are classifi ed as at FVTPL when the fi nancial 
asset is held for trading. This is the case if:

• the asset has been acquired principally for the purpose of 
selling in the near term, or

• on initial recognition it is part of a portfolio of identifi ed 
fi nancial instruments that the company manages together 
and has a recent actual pattern of short-term profi t taking, 
or

• it is a derivative that is not designated and eff ective as a 
hedging instrument.

Financial assets at FVTPL are stated at fair value with any 
gains or losses arising on remeasurement recognised in 
profi t or loss.  The net gain or loss recognised in profi t or loss 
incorporates any dividend or interest earned on the fi nancial 
asset. Interest and dividends are included in ‘Investment 
income’ and gains and losses on remeasurement included in 
‘other gains and losses’ in the statement of comprehensive 
income.

Equity reserves
Share capital is determined using the nominal value of shares 
that have been issued.

The share premium account represents premiums received 
on the initial issuing of the share capital. Any transaction costs 
associated with the issuing of shares are deducted from share 
premium, net of any related income tax benefi ts.

The share based payment reserve represents the cumulative 
amount which has been expensed in the income statement 
in connection with share based payments, less any amounts 
transferred to retained earnings on the exercise of share 
options.

Available for Sale Financial Asset reserve represents the 
market value movement of AFS investments.

Retained earnings includes all current and prior period results 
as disclosed in the income statement.

Taxation
The tax expense represents the sum of the current tax and 
deferred tax.

Current tax
The current tax is based on taxable profi t for the period. 
Taxable profi t diff ers from net profi t as reported in the 
income statement because it excludes items of income or 
expense that are taxable or deductible in other periods and 
it further excludes items that are never taxable or deductible. 
The liability for current tax is calculated by using tax rates that 
have been enacted or substantively enacted by the balance 
sheet date.

1. Accounting policies

Going concern
The Directors noted the losses that the Company has made 
for the Year Ended 31 December 2018. The Directors have 
prepared cash fl ow forecasts for the period ending 30 June 
2020 which take account of the current cost and operational 
structure of the Company.

The cost structure of the Company comprises a high 
proportion of discretionary spend and therefore in the event 
that cash fl ows become constrained, costs can be quickly 
reduced to enable the Company to operate within its available 
funding.

These forecasts, demonstrate that the Company has suffi  cient 
cash resources available to allow it to continue in business for 
a period of at least twelve months from the date of approval 
of these fi nancial statements. Accordingly, the fi nancial 
statements have been prepared on a going concern basis.

It is the prime responsibility of the Board to ensure the 
Company remains a going concern. At 31 December 2018 the 
Company had cash and cash equivalents of £2,999,056 and 
borrowings of £nil. The Company has minimal contractual 
expenditure commitments and the Board considers the 
present funds suffi  cient to maintain the working capital of the 
Company for a period of at least 12 months from the date of 
signing in the Annual Report and Financial Statements. For 
these reasons the Directors adopt the going concern basis in 
the preparation of the Financial Statements.

Revenue recognition
Revenue is recognised to the extent that the right to 
consideration is obtained in exchange for performance. 
Payment received in advance of performance is deferred on 
the balance sheet as a liability and released as services are 
performed or products are exchanged as per the agreement 
with the customer.

Revenue is generated from one main source of income 
currently. In the current year, revenue is being generated 
from the Company’s Farm-in interests, on an accrued monthly 
basis, along with associated costs.

Revenue from the production of gas, in which the Company 
has an interest with other producers, is recognised based on 
the Company’s working interest and the terms of the relevant 
production sharing contracts. Diff erences between gas lifted 
and sold and the Company’s share of production are not 
signifi cant.

Intangible assets
Externally acquired intangible assets comprising deferred 
exploration and evaluation expenditure are initially 
recognised at cost in compliance with IFRS 6 “Exploration for 
an evaluation of mineral resources.”

The Company follows the successful eff orts method of 
accounting for exploration and evaluation expenditure. 
All license, acquisition, exploration and evaluation costs 
are capitalised in cost centres by area of interest pending 
determination of the commercial viability of the relevant 
product.

Borrowings
Borrowings are recognised initially at fair value, net of 
any applicable transaction costs incurred. Borrowings are 
subsequently carried at amortised cost; any diff erence 
between the proceeds (net of transaction costs) and the 
redemption value is recognised in the income statement 
over the period of the borrowings using the eff ective interest 
method (if applicable).

Interest on borrowings is accrued as applicable to that class of 
borrowing.

Impairment of tangible and intangible assets
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 
suff ered an impairment loss. If there is such indication then 
an estimate of the asset’s recoverable amount is performed 
and compared to the carrying amount.

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 fl ows are discounted at their present value. Where 
the asset does not generate cash fl ows that are independent 
from other assets, the Group estimated the recoverable 
amount of the cash-generating unit to which the asset 
belongs.

If the recoverable amount of an asset is estimated to be less 
than its carrying amount, the carrying amount of the assets 
is reduced to its recoverable amount. An impairment loss is 
recognised as an expense immediately, unless the relevant 
asset is carried at a re-valued 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 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 in prior periods. A reversal of an impairment loss is 
recognised as income immediately, unless the relevant asset 
is carried at a re-valued amount, in which case the reversal of 
the impairment loss is treated as a revaluation increase.

Available for sale fi nancial assets
Available-for-sale fi nancial assets are non-derivative fi nancial 
assets that are either designated to this category or do 
not qualify for inclusion in any of the other categories of 
fi nancial assets. The Group’s available-for-sale assets include 
unlisted securities. These available-for-sale fi nancial assets 
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(iii) Major maintenance, inspection and repairs

Expenditure on major maintenance refi ts, inspections or 
repairs comprises the cost of replacement assets or parts of 
asset, inspection costs and overhaul costs. Where an asset, or 
part of an asset that was separately depreciated and is now 
written off  is replaced and it is probably that future economic 
benefi ts associated with the item will fl ow to the Company, 
the expenditure will be capitalised. Where part of the asset 
replaced was not separately considered as a component and 
therefore not depreciated separately, the replacement value is 
used to estimate the carrying amount of the replaced asset(s) 
and is immediately written off . Inspection costs associated 
with major maintenance programmes are capitalised and 
amortised over the period of the next inspection. All other 
day-to-day repairs and maintenance costs are expensed as 
incurred.

Provision for rehabilitation / Decommissioning 
Liability
The Company recognises a decommissioning liability where 
it has a present legal or constructive obligation as a result of 
past events, and it is probably that an outfl ow of resources will 
be required to settle the obligation, and a reliable estimate of 
the amount of obligation can be made.

The obligation generally arises when the asset is installed or 
the ground/environment is disturbed at the fi eld location. 
When the liability is initially recognised, the present value of 
the estimated costs is capitalised by increasing the carrying 
amount of the related oil and gas assets to the extent that 
it is incurred by the development/construction of the fi eld. 
Any decommissioning obligations that arise through the 
production of inventory are expensed when the inventory 
item is recognised in cost of goods sold.

Changes in the estimated timing or cost of decommissioning 
are dealt with prospectively by recording an adjustment to 
the provision and a corresponding adjustment to oil and gas 
assets. Any reduction in the decommissioning liability and, 
therefore, any deduction from the asset to which it relates, 
may not exceed the carrying amount of that asset. If it does, 
any excess over the carrying value is taken immediately to the 
statement of profi t or loss and other comprehensive income.

Deferred tax
Deferred tax is the tax expected to be payable or recoverable 
on diff erences between the carrying amount of assets and 
liabilities in the fi nancial statements and the corresponding 
tax bases used in the computation of taxable profi t, and 
is accounted for using the balance sheet liability method. 
Deferred tax liabilities are recognised for all taxable temporary 
diff erences and deferred tax assets are recognised to the 
extent that it is probable that taxable profi ts will be available 
against which deductible temporary diff erences can be 
utilised. Such assets and liabilities are not recognised if the 
temporary diff erence arises from goodwill or from the initial 
recognition (other than in a business combination) of other 
assets and liabilities in a transaction which aff ects neither the 
tax profi t not the accounting profi t.

Provisions
Provisions are recognised for liabilities of uncertain timings 
or amounts that have arisen as a result of past transactions 
and are discounted at a pre-tax rate refl ecting current market 
assessments of the time value of money and the risks specifi c 
to the liability.

Share-based payments
Where share options are awarded to employees, the fair value 
of the options at the date of grant is charged to the income 
statement over the vesting period. Non-market vesting 
conditions are taken into account by adjusting the number 
of equity instruments expected to vest at each balance sheet 
date so that, ultimately, the cumulative amount recognised 
over the vesting period is based on the number of options 
that eventually vest. Market vesting conditions are factored 
into the fair value of the options granted. As long as all other 
vesting conditions are satisfi ed, a charge is made irrespective 
of whether the market vesting conditions are satisfi ed. The 
cumulative expense is not adjusted for failure to achieve a 
market vesting condition.

Where the terms and conditions of options are modifi ed 
before they vest, the increase in the fair value of the options, 
measured immediately before and after the modifi cation, is 
also charged to the income statement over the remaining 
vesting period.

Where equity instruments are granted to persons other than 
employees, the income statement is charged with the fair 
value of goods and services received. Equity-settled share-
based payments are measured at a fair value at the date 
of grant except if the value of the service can be reliably 
established. The fair value determined at the grant date 
of equity-settled share-based payments is expensed on a 
straight-line basis over the vesting period, based on the 
Company’s estimate of shares that will eventually vest.

Foreign exchange
Transactions in currencies other than Sterling are recorded 
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 at the rates prevailing on the balance sheet date. 
Gains and losses arising on retranslation are included in the 
income statement for the period.

Oil and gas properties and other property, 
plant and equipment
(i) Initial recognition

Oil and gas properties and other property, plant and 
equipment are stated at cost, less accumulated depreciation 
and accumulated impairment losses.

The initial cost of an asset comprises its purchase price 
or construction cost, any costs directly attributable to 
bringing the asset into operation, the initial estimate of the 
decommissioning obligation and, for qualifying assets (where 
relevant), borrowing costs. The purchase price or construction 
cost is the aggregate amount paid and the fair value of any 
other consideration given to acquire the asset. The capitalised 
value of a fi nance lease is also included within property, plant 
and equipment.

When a development project moves into the production 
stage, the capitalisation of certain construction/development 
costs ceases, and costs are either regarded as part of the cost 
of inventory or expensed, except for costs which qualify for 
capitalisation relating to oil and gas property asset additions, 
improvements or new developments.

(ii) Depreciation/amortisation

Oil and gas properties are depreciated/amortised on a unit-
of production basis over the total proved developed and 
undeveloped reserves of the fi eld concerned, except in the 
case of assets whose useful life is shorter than the lifetime 
of the fi eld, in which case the straight-line method is applied. 
Rights and concessions are depleted on the unit-of-production 
basis over the total proved developed and undeveloped 
reserves of the relevant area.

The unit-of production rate calculation for the depreciation/
amortisation of fi eld development costs takes into account 
expenditures incurred to date, together with sanctioned 
future development expenditure. An item of property, plant 
and equipment and any signifi cant part initially recognised 
is derecognised upon disposal or when no future economic 
benefi ts are expected from its use or disposal. Any gain 
or loss arising on derecognition of the asset (calculated as 
the diff erence between the net disposal proceeds and the 
carrying amount of the asset) is included in the statement 
of profi t or loss and other comprehensive income when the 
asset is derecognised.

The asset’s residual values, useful lives and methods of 
depreciation/amortisation are reviewed at each reporting 
period and adjusted prospectively.

Notes to the fi nancial statements (continued)

FOR THE YEAR ENDED 31 DECEMBER 2018

FINANCIAL STATEMENTS

Notes to the fi nancial statements (continued)

FOR THE YEAR ENDED 31 DECEMBER 2018



33Solo Oil plc Annual Report and Accounts 201832 Solo Oil plc Annual Report and Accounts 2018

FINANCIAL STATEMENTS

2. Adoption of new and revised standards and changes in accounting policies
In the current year, the following new and revised Standards and Interpretations have been adopted by the company 
and have an eff ect on the current period or a prior period or may have an eff ect on future periods:

IFRS 15, Revenue from Contracts with Customers has been 
adopted in the current year. IFRS 15 requires entities to 
exercise judgement, taking into consideration all of the 
relevant facts and circumstances when applying each step of 
the model to contracts with their customers. The standard 
also specifi es the accounting for the incremental costs of 
obtaining a contract and the costs directly related to fulfi lling 
a contract. In addition, the standard requires extensive 
disclosures.

The entity adopted IFRS 15 using the full retrospective method 
of adoption. The eff ect of the transition on the current period 
has not been disclosed as the entity has adopted practical 
expedient 1 and 4 permitted by IFRS 15. The entity did not 
apply any of the other available optional practical expedients.

IFRS 9 Financial Instruments replaces IAS 39 Financial 
Instruments: Recognition and Measurement for annual 
periods beginning on or after 1 January 2018, bringing together 
all three aspects of the accounting for fi nancial instruments: 
classifi cation and measurement and impairment.

The entity has applied IFRS 9 retrospectively, with the 
initial application date of 1 January 2018 and adjusting the 
comparative information for the period beginning 1 January 
2017.

Standards which are in issue but not yet 
eff ective
At the date of authorisation of these fi nancial statements, the 
following Standards and Interpretations, which have not yet 
been applied in these fi nancial statements, were in issue but 
not yet eff ective (and in some cases had not yet been adopted 
by the EU):

  Eff ective from:

IFRS 16 Leases 1 January 2019

IFRS 9 (amendments) Prepayment features with negative compensation 1 January 2019

IAS 28 (amendments) Long-term interests in associates and joint ventures 1 January 2019

Annual improvements to  Amendments to IFRS 3 Business Combinations,  1 January 2019
IFRS Standards 2015-2017 IFRS 11 Joint Arrangements, IAS 12 Income Taxes, 
Cycle IAS 23 Borrowing Costs

3. Critical accounting estimates and judgements
The company makes estimates and assumptions regarding the future. Estimates and judgements are continually 
evaluated based on historical experience and other factors, including expectations of future events that are believed 
to be reasonable under the circumstances. In the future, actual experience may diff er from these estimates and 
assumptions. The estimates and assumptions that have a signifi cant risk of causing a material adjustment to the 
carrying amounts of assets and liabilities within the next fi nancial year are discussed below.

Useful lives of intangible assets and property, 
plant and equipment
Intangible assets and property, plant and equipment are 
amortised or depreciated over their useful lives. Useful lives 
are based on the management’s estimates of the period 
that the assets will generate revenue, which are based on 
judgement and experience and periodically reviewed for 
continued appropriateness. Changes to estimates can result 
in signifi cant variations in the carrying value and amounts 
charged to the income statement in specifi c periods.

Share-based payments
The Company utilised an equity-settled share-based 
remuneration scheme for employees. Employee services 
received, and the corresponding increase in equity, are 
measured by reference to the fair value of the equity 
instruments at the date of grant, excluding the impact of any 
non-market vesting conditions. The fair value of share options 
are estimated by using Black-Scholes valuation method as at 
the date of grant. The assumptions used in the valuation are 
described in Note 22 and include, among others, the expected 
volatility, expected life of the options and number of options 
expected to vest.

Deferred taxation
Deferred tax assets are recognised when it is judged more 
likely than not that they will be recovered.

Hydrocarbon reserve and resource estimates
Hydrocarbon reserves are estimates of the amount of 
hydrocarbons that can be economically and legally extracted 
from the Company’s oil and gas properties. The Company 
estimates its commercial reserves and resources based on 
information compiled by appropriately qualifi ed persons 
relating to the geological and technical data on the size, 
depth, shape and grade of the hydrocarbon body and suitable 
production techniques and recovery rates. Commercial 
reserves are determined using estimates of oil and gas in 
place, recovery factors and future commodity prices, the 
latter having an impact on the total amount of recoverable 
reserves and the proportion of the gross reserves which are 
attributable to the host government under the terms of the 
Production-Sharing Agreements. Future development costs 
are estimated using assumptions as to the number of wells 
required to produce the commercial reserves, the cost of such 
wells and associated production facilities, and other capital 
costs. The current long-term gas price assumption used in 
the estimation of commercial reserves currently held by the 

Company is US$3/MMTBU. The carrying amount of oil and gas 
development and production assets at 31 December 2018 is 
shown in note 11.

The Company estimates and reports hydrocarbon reserves 
in line with the principles contained in the SPE Petroleum 
Resources Management Reporting System (PRMS) framework. 
As the economic assumptions used may change and as 
additional geological information is obtained during the 
operation of a fi eld, estimates of recoverable reserves may 
change. Such changes may impact the Company’s fi nancial 
position and results which include:

• The carrying value of exploration and evaluation assets; 
oil and gas properties; property and plant and equipment 
may be aff ected due to changes in estimated future cash 
fl ows

• Depreciation and amortisation charges in the income 
statement may change where such charges are 
determined using the Units of Production (UOP) method, 
or where the useful life of the related assets change

• Provisions for decommissioning may require revision 
– where changes to the reserve estimates aff ect 
expectations about when such activities will occur and the 
associated cost of these activities.

Exploration and evaluation expenditures
The application of the Company’s accounting policy for 
exploration and evaluation expenditure requires judgement 
to determine whether future economic benefi ts are likely, 
from either future exploitation or sale, or whether activities 
have not reached a stage which permits a reasonable 
assessment of the existence of reserves. The determination 
of reserves and resources is itself an estimation process 
that involves varying degrees of uncertainty depending on 
how the resources are classifi ed. These estimates directly 
impact when the Company defers exploration and evaluation 
expenditure. The deferral policy requires management to 
make certain estimates and assumptions about future events 
and circumstances, in particular, whether an economically 
viable extraction operation can be established. Any such 
estimates and assumptions may change as new information 
becomes available. If, after expenditure is capitalised, 
information becomes available suggesting that the recovery 
of the expenditure is unlikely, the relevant capitalised amount 
is written off  in the income statement and in the period when 
the new information becomes available.
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Units of production (UOP) depreciation 
of oil and gas assets
Oil and gas properties are depreciated using the UOP 
method over total proved development and undeveloped 
hydrocarbon reserves. This results in a depreciation/
amortisation charge proportional to the depletion of the 
anticipated remaining production from the fi eld.

The life of each item, which is assessed at least annually, 
has regard to both its physical life limitations and present 
assessments of economically recoverable reserves of 
the fi eld at which the asset is located. These calculations 
require the use of estimates and assumptions, including 
the amount of recoverable reserves and estimates of future 
capital expenditure. The calculation of the UOP rate of 
depreciation/amortisation will be impacted to the extent 
that actual production in the future is diff erent from current 
forecast production based on total proved reserves, or 
future capital expenditure estimates change. Changes to the 
proved reserves could arise due to changes in the factors or 
assumptions used in estimating reserves, including:

• The eff ect on proved reserves of diff erences between 
actual commodity prices and commodity price 
assumptions

• Unforeseen operational issues

Recoverability of oil and gas assets
The Company assesses each asset or cash generating unit 
(CGU) each reporting period to determine whether any 
indication of impairment exists. Where an indicator of 
impairment exists, a formal estimate of the recoverable 
amount is made, which is considered to be the higher of 
the fair value less costs of disposal (VLCD) and value in 
use (VIU). The assessments require the use of estimates 
and assumptions such as long-term oil prices (considering 
current and historical prices, price trends and related factors), 
discount rates, operating costs, future capital requirements, 
decommissioning costs, exploration potential reserves (see(a) 
Hydrocarbon reserves and resource estimates above) and 
operating performance (which includes production and sales 
volumes). These estimates and assumptions are subject 
to risk and uncertainty. Therefore, there is possibility that 
changes in circumstances will impact these projections, which 
may impact the recoverable amount of assets and/or CGUs.
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4. Revenue
An operating segment is a distinguishable component of the Company that engages in business activities from which 
it may earn revenues and incur expenses, whose operating results are regularly reviewed by the Company’s chief 
operating decision maker to make decisions about the allocation of resources and assessment of performance and 
about which discrete fi nancial information is available.

The Company’s current revenue from customers is all 
generated in Tanzania from oil & gas production in 
accordance with its farm-in/profi t sharing agreements, within 
Tanzania. However with this segment only in its second period 
of production, and with the only major related transactions 
being the carrying value of the oil & gas properties assets as 
described in Note 13, no further segmental analysis is deemed 
useful to disclose currently. This year’s revenue from this 
segment was £nil (2017:£614,000).

During the current year, the company disposed of its entire 
15% interest in Horse Hill Developments Limited (“HHDL”) 
to UK Oil and Gas plc (“UKOG”) for a total cash consideration 
of £4.5 million together with a simultaneous purchase of 
234,042,221 new ordinary share in UKOG equivalent to a 4.2% 
interest in UKOG at the time of the transaction.

For a total consideration of £4.5 million UKOG agreed to 
acquire Solo’s 15% shareholding and loan in HHDL. With 
an eff ective date of 28 August 2018, the total consideration 
was satisfi ed through the issue of 234,042,221 new ordinary 
shares in UKOG. This resulted in a gain recognised of £1.758m 
in the current year.

Subject to further acquisitions, the Company expects 
to further reviews its segmental information during the 
forthcoming fi nancial year and update accordingly.

In respect of the total assets, £5,069,000 (2017:£1,566,000) 
arise in the UK and £nil (2017:£nil) arise in Canada, 
£18,385,000 in Tanzania (2017:£17,156,000), and £nil arise in 
Nigeria (2017:£nil).

5. Operating loss 
    2018 2017
    £000 £000

Operating loss for the year is stated after charging/(crediting):

Exchange losses    84 81

Fees payable to the company’s auditor for the audit of the company’s fi nancial statements  14 15

Depreciation of oil and gas property    – 484

Impairment of intangible assets    692 300

Share-based payments    27 197

Directors remuneration    580 537

Directors pension contribution    – 12

Salaries and national insurance    114 101
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6. Employees
The average number of employees (excluding executive directors) was:

    2018 2017 
    1 1

    2018 2017 
    £000 £000

Their aggregate remuneration comprised : 

Wages and salaries    40 40

Directors remuneration    607 641

  Salary and Share-based Pension Total
  fees payments contributions 
  £000 £000 £000 £000 

Year ended 31 December 2018

Neil Ritson (resigned 6 August 2018)  99 – – 99

Don Strang (resigned 26 November 2018)  45 – – 45

Dan Maling (resigned 7 February 2019)  220 – – 220

Fergus Jenkins (including termination provision)  90 – – 90

Jon Fitzpatrick (appointed 2 May 2018)  107 27 – 134

Alastair Ferguson (appointed 6 August 2018)  19 – – 19

Tom Reynolds (appointed 4 December 2018)  – – – –

  580 27 – 607 

  Salary and Share-based Pension Total
  fees payments contributions 
  £000 £000 £000 £000 
Year ended 31 December 2017

Neil Ritson  125 46 – 171

Don Strang  19 38 – 57

Dan Maling  180 60 – 240

Fergus Jenkins (including termination provision)  213 46 12 271

  537 190 12 739 

7. Finance costs 
    2018 2017 
    £000 £000

Interest on convertible loan notes    50 12

Finance fees    – 114

Total interest expense    50 126

Exchange diff erences on fi nancing transactions    (9) –

    41 126

8. Other gains and losses
    2018 2017 
    £000 £000

Amounts written off  fair value through profi t/loss of investments held for trading (529) –

9. Income tax expense
    2018 2017 
    £000 £000

UK corporation tax on profi ts for the current period    – –

Total UK current tax    – –

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

    2018 2017 
    £000 £000

Loss before taxation    (1,667) (1,659)

The reason for the diff erence between the actual tax charge for the year and the standard rate of corporation tax in the UK 
applied to profi ts for the year are as follows: 

Expected tax credit based on a corporation tax rate of 19.00%   (317) (315)

 Eff ect of expenses not deductible in determining taxable profi t   243 94

Income not taxable    (347) –

Change in unrecognised deferred tax assets    243 –

Deferred tax adjustments in respect of prior years    (199) –

Future income tax benefi t not brought into account    377 221

Taxation charge for the year    – –

No deferred tax asset has been recognised because there is uncertainty of the timing of suitable future profi ts against which they 
can be recovered. 
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10. Loss per share
The calculation of loss per share is based on the loss after taxation divided by the weighted average number of shares in issue 
during the year. 

    2018 2017 
    £000 £000

Number of shares

Weighted average number of ordinary shares for basic loss per share (000)  509,360 384,700 

Earnings

Continuing operations

Loss for the period from continued operations    (1,667) (1,659)

Earnings per share for continuing operations

Basic and diluted loss per share (pence)                                                                  0.33                           0.43 

As inclusion of the potential ordinary shares would result in a decrease in the loss per share they are considered to be anti-
dilutive, as such, a diluted loss per share is not included. 

11. Intangible assets 
    Deferred exploration and 
    evaluation expenditure
                                £000

Cost

At 1 January 2017     14,394

Additions     2,080

At 1 January 2018     16,474

Additions     1,341

Foreign currency adjustments     (38)

At 31 December 2018     17,777

Impairment

At 1 January 2017     2,358

Charge for the year     300

At 1 January 2018     2,658

At 31 December 2018     2,658

Carrying amount

At 31 December 2018     15,119

At 31 December 2017     13,816

11. Intangible assets (continued) 

The additions to deferred exploration and evaluation expenditure during the period relate mainly to the completion of drilling 
operations for the Ntorya-2 appraisal and subsequent testing of the well.

Following a review of the carrying value and future prospects for Solo’s assets no impairment has been recognised as the carrying 
value is deemed appropriate based on the future outlook. As at 31 December 2017 the Ausable Reef intangible was fully impaired 
with a resulting impairment charge of £0.30 million charged to the profi t and loss in 2017.

12. Oil & Gas properties
    2018 2017 
    £000 £000

Cost

At 1 January 2018 and 31 December 2018    953 953

Accumulated depreciation

At 1 January 2018    759 275

Charge for the year    – 484

At 31 December 2018    759 759

Carrying value

At 31 December 2018    194 194

At 31 December 2017    194 678

The Oil & Gas properties comprise the 7.55% participating interest in the Kiliwani North Development Licence, in Tanzania.

Accumulated amortisation has been calculated on a units of production basis. As there was no production during 2018, the 
amortisation charge for the year is nil.

Impairment Review
The Directors have carried out an impairment review as at 31 December 2018, and determined that an impairment charge is not 
currently required. The Directors based this assessment on continuing operational work schedules that are ongoing to improve 
operational effi  ciencies and production.
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13. Investments
   Current  Non-current
  2018 2017 2018 2017
  £000 £000 £000 £000

Investments held at fair value through other   – – – 3,226
comprehensive income

Investments held at fair value through profi t or loss  – – 2,903 –

Investments held for trading through profi t and loss  1,523 – – –

  1,523 – 2,903 3,226

The company has not designated any fi nancial assets that are not classifi ed as held for trading as fi nancial assets at fair value 
through profi t or loss.

Investments comprise of the acquisition of UKOG 234,042,221 new ordinary shares equivalent to a 4.2% interest at the time of 
acquisitions which was purchased on the completion of the sale and purchase agreement (“SPA”) to dispose of its entire 15% 
interest in Horse Hill Developments Limited (“HHDL”) to UKOG.

These shares are held for trading and traded at the discretion of the board of directors.

Solo acquired a further 5% interest in Helium One on 22 January 2018 through a fi nal subscription amount of £276,569. 
Helium one owns exploration licences in a number of highly prospective, and extremely rare, helium properties in Tanzania. 
The conditions precedent to the Sale and Purchase Agreement (“SPA”) have now been fulfi lled, including the consent of other 
shareholders and the payment by Solo of the cash consideration of £650,000. Testing at the Horse Hill-1 oil discovery is expected 
to commence in early second quarter and is anticipated to lead to a declaration of commerciality at the Portland Sandstone 
reservoir level where initial testing in 2016 showed a potentially commercial rate of 320 barrels oil per day (“bopd”) on pump. 
Additional testing of the Kimmeridge Limestone reservoirs will be undertaken in a test program expected to last approximately 
150 days in total. Solo will now hold a 15% interest in HHDL equivalent to a 9.75% interest in the Horse Hill licences, PEDL137 and 
PEDL246, and the Horse Hill oil discovery

14. Available for sale assets 
    2018 2017 
    £000 £000

Investment in listed and unlisted securities

Valuation at beginning of the year    3,226 1,181

Additions at cost    277 2,626

Disposal    (600) (4)

Transfers to intangible assets    (2,903) –

Decrease in value of investments - Burj Africa    – (577)

Valuation at the end of the year    – 3,226

The available for sale investments splits are as below: 

Non-current assets - listed    – –

Non-current assets - unlisted    – 3,226

    – 3,226

14. Available for sale assets (continued) 

Available for sale-investments comprise investments in unlisted securities and are held by the Company as a mix of strategic and 
short term investment.

On 28 August 2018 Solo disposed of its interest in Horse Hill Development Limited.

The remaining assets held for sale are no longer being held for sale and have therefore been reclassifi ed at their carrying value to 
investments.

15. Subsidiary company
The only subsidiary of Solo Oil Plc is Solo Oil International Limited a wholly-owned, UK incorporated micro-entity, which is 
dormant, and has been since incorporation with an issued share capital of £1.

16. Trade and other receivables
    2018 2017 
    £000 £000

Trade receivables    294 336

Other receivables    300 282

Loan to Horse Hill Developments Ltd    173 749

Loan to Helium One Ltd    100 -

Prepayments    22 28

    716 1,395

The directors consider that the carrying amount of trade and other receivables approximates to their fair value.

17. Borrowings
    2018 2017 
    £000 £000

Convertible Loan Note

First tranche drawn down of US $1.5m    – 1,080

The repayment terms of the convertible loan from Riverfort Global Ltd are:

Each tranche carries an 18 month term with each tranche having a 3 month repayment holiday followed by repayment of 10% of 
the gross amount of principal per month such that 30% of the gross principal remains outstanding at the end of 12 months.

The convertible loan has an interest rate charge of 8% per annum of gross amount provided and is unsecured.

The fi rst tranche of gross US $1.5m was drawn down in November 2017. On 18 June 2018 an exercise for conversion of US 
$116,168 into equity as received with a resulting allotment of 3,394,747 new ordinary shares at a conversion price of 2.56p per 
share. On 3rd July, there was an allotment of 6,046,887 new ordinary shares at a conversion price of 2.18p per share. On 13th 
July, there was a further allotment of 3,058,641 new ordinary shares at a conversion price of 2.06p per share.

The convertible loan was repaid in full during 2018, resulting in a nil balance at 31 December 2018.
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18. Trade and other payables 
    Current
    2018 2017 
    £000 £000

Trade payables    171 163

Accruals    93 128

Other payables    284 33

    548 324

The directors consider that the carrying amount of trade payables approximates to their fair value.

19. Provisions for liabilities
    2018 2017 
    £000 £000

PAYE Settlement    184 -

Analysis of provisions 
Provisions are classifi ed based on the amounts that are expected to be settled within 
the next 12 months and after more than 12 months from the reporting date, as follows:
Current liabilities    184 -

Movements on provisions:     PAYE Settlement
     £000

At 1 January 2018     -
Additional provisions in the year     184
Utilisation of provision     -

At 31 December 2018     184

The provision relates to the amounts owed by Daniel Maling, former Managing Director for the PAYE on the share settled 
transactions. If this remains unpaid by Daniel Maling this will be due to HMRC on 6th July 2019.

20. Share capital
    Number of shares Nominal value
     £000

a) Called up, allotted, issued and fully paid: 
Ordinary shares of 0.2p each 
As at 31 December 2017    392,337,800 785

27 February 2018 - placing for cash at 0.35p    57,142,857 114

9 March 2018 - placing for share of HHDL at 0.351p    9,973,011 20

18 June 2018 - allotment for Convertible Loan Note at 0.256p   3,394,747 7

3rd July 2018 - allotment for convertible loan note at 0.218p    6,046,887 13

11th July 2018 - allotment for convertible loan note at 0.206p    3,058,641 6

6 August 2018 - placing for cash at 0.225p    107,310,847 215

12 September 2018 - placing for cash at 0.2p    52,439,328 105

As at 31 December 2018    631,704,118 1,265

b) Deferred shares 
Deferred shares of 265,324,634 at 0.69 pence each    1,831 1,831

c) Total Share options in issue 
During the year no options were granted (2017:nil).

As at 31 December 2018, the unexercised options in issue were restated as:

Exercise Price Amended Expiry Date Amended Original Options  
(original)    in Issue
    31 December 2018

0.5p 10p 31 December 2020 10,200,000 204,000,000

0.5p 10p 31 December 2020 3,425,000 68,500,000

0.3p 6p 31 December 2020 5,000,000 100,000,000

0.35p 7p 31 October 2021 10,625,000 212,500,000

   29,250,000 585,000,000

d) Total warrants in issue 
1,597,658 warrants lapsed in the year and no warrants were issued, cancelled or exercised during the year (2017: nil).

As at 31 December 2018 there were 3,547,129 at 2.25p outstanding (31 December 2017 3,500,000 at 7.25p and 1,597,658 
at 24p and 13.8p.)
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21. Share based payment
The Company used the Black-Scholes model to determine the value of the options and the inputs were as follows:

                        Issue 12/02/2018

Share price at grant (pence) 0.032

Fair Value at grant (pence) 0.0109

Expected volatility (%) 82.2%

Expected life (years) 3 years

Risk free rate (%) 0.61%

Expected dividends (pence) nil

Expected volatility was determined by using the Company’s share price for the preceding 12 months. 

The total share-based payment expense in the year for the Company was £27,000 in relation to issue of options (2017: £196,000) 
and £nil fi nance charges in relation to warrants (2017: nil). 

Employee Benefi t Trust 
The Company established on 7 December 2012, an employee benefi t trust called the Solo Oil Employee Benefi t Trust (“EBT”) 
to implement the use of the Company’s existing share incentive plan over 5% of the Company’s issued share capital from time 
to time in as effi  cient a manner as possible for the benefi ciaries of that plan. The EBT is a discretionary trust for the benefi t of 
directors and employees of the Company and its subsidiaries. 

No further subscriptions for shares in the Company has been made by the EBT during the years ended 31 December 2018 
and 2017.

22. Financial instruments
The Company is exposed through its operations to one or 
more of the following fi nancial risk:

• Fair value or cash fl ow interest rate risk

• Foreign currency risk

• Liquidity risk

• Credit risk

• Market risk

• Expected credit losses

Policy for managing these risks is set by the Board. The policy 
for each of the above risks is described in more detail below.

Fair value and cashfl ow interest rate risk
Generally the Company has a policy of holding debt at a 
fl oating rate. The directors will revisit the appropriateness of 
this policy should the Company’s operations change in size 
or nature. Operations are not permitted to borrow long-term 
from external sources locally.

Foreign currency risk
Foreign exchange risk arises because the Company has 
operations located in various parts of the world whose 
functional currency is not the same as the functional currency 
in which the company’s investments are operating. The 
Company’s net assets are exposed to currency risk giving 
rise to gains or losses on retranslation into sterling. Only in 
exceptional circumstances will the Company consider hedging 
its net investments in overseas operations as generally it does 
not consider that the reduction in volatility in consolidated net 
assets warrants the cash fl ow risk created from such hedging 
techniques.

Liquidity risk
The liquidity risk of each entity is managed centrally by the 
treasury function. Each operation has a facility with treasury, 
the amount of the facility being based on budgets. The 
budgets are set locally and agreed by the board annually in 
advance, enabling the cash requirements to be anticipated. 
Where facilities of entities need to be increased, approval 
must be sought from the fi nance director. Where the amount 
of the facility is above a certain level agreement of the board 
is needed.

All surplus cash is held centrally to maximise the returns 
on deposits through economies of scale. The type of cash 
instrument used and its maturity date will depend on the 
forecast cash requirements.

Credit risk
The Company is mainly exposed to credit risk from credit 
sales. It is Company policy, implemented locally, to access the 
credit risk of new customers before entering contracts. Such 

credit ratings are taken into account by local 
business practices.

The Company does not enter into complex derivatives to 
manage credit risk, although in certain isolated cases may take 
steps to mitigate such risks if it is suffi  ciently concentrated.

Market risk
As the company is now investing in listed companies, the 
market risk will be that of fi nding suitable investments for the 
company to invest in and the returns that those investments 
will return given the markets that in which investments 
are made.

Expected credit losses
Allowances are recognised as required under the IFRS 9 
impairment model and continue to be carried until there are 
indicators that there is no reasonable expectation of recovery.

For trade and other receivables which do not contain a 
signifi cant fi nancing component, the company applies the 
simplifi ed approach. This approach requires the allowance for 
expected credit losses to be recognised at an amount equal to 
lifetime expected credit losses. For other debt fi nancial assets 
the company applies the general approach to providing for 
expected credit losses as prescribed by IFRS 9, which permits 
for the recognition of an allowance for the estimated expected 
loss resulting from default in the subsequent 12-month 
period. Exposure to credit loss is monitored on a continual 
basis and, where material, the allowance for expected credit 
losses is adjusted to refl ect the risk of default during the 
lifetime of the fi nancial asset should a signifi cant change in 
credit risk be identifi ed.

The majority of the company’s fi nancial assets are expected to 
have a low risk of default. A review of the historical occurrence 
of credit losses indicates that credit losses are insignifi cant 
due to the size of the company’s clients and the nature of the 
services provided. The outlook for the oil and gas industry is 
not expected to result in a signifi cant change in the company’s 
exposure to credit losses. As lifetime expected credit losses 
are not expected to be signifi cant the company has opted 
not to adopt the practical expedient available under IFRS 9 
to utilise a provision matrix for the recognition of lifetime 
expected credit losses on trade receivables. Allowances are 
calculated on a case-by-case basis based on the credit risk 
applicable to individual counterparties.

Exposure to credit risk is continually monitored in order to 
identify fi nancial assets which experience a signifi cant change 
in credit risk. In assessing for signifi cant changes in credit 
risk the company makes use of operational simplifi cations 
permitted by IFRS 9. The company considers a fi nancial 
asset to have low credit risk if the asset has a low risk of 
default; the counterparty has a strong capacity to meet its 
contractual cash fl ow obligations in the near term; and no 
adverse changes in economic or business conditions have 
been identifi ed which in the longer term may, but will not 
necessarily, reduce the ability of the counterparty to fulfi l its 
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contractual cash fl ow obligations. Where a fi nancial asset 
becomes more than 30 days past its due date additional 
procedures are performed to determine the reasons for non-
payment in order to identify if a change in the exposure to 
credit risk has occurred.

Should a signifi cant change in the exposure to credit risk 
be identifi ed the allowance for expected credit losses is 
increased to refl ect the risk of expected default in the lifetime 
of the fi nancial asset. The company continually monitors for 
indications that a fi nancial asset has become credit impaired 
with an allowance for credit impairment recognised when the 
loss is incurred. Where a fi nancial asset becomes more than 
90 days past its due date additional procedures are performed 
to determine the reasons for non-payment in order to identify 
if the asset has become credit impaired.

The company considers an asset to be credit impaired once 
there is evidence that a loss has been incurred. In addition 
to recognising an allowance for expected credit loss, the 
company monitors for the occurrence of events that have 
a detrimental impact on the recoverability of fi nancial 
assets. Evidence of credit impairment includes, but is not 
limited to, indications of signifi cant fi nancial diffi  culty of the 
counterparty, a breach of contract or failure to adhere to 
payment terms, bankruptcy or fi nancial reorganisation of a 
counterparty or the disappearance of an active market for the 
fi nancial asset.

A fi nancial asset is only written off  when there is no 
reasonable expectation of recovery.

23. Related party transactions 
The Company had the following amounts outstanding from its investee companies (Note 14) at 31 December:

    2018 2017 
    £000 £000

Horse Hill Development Ltd (“Horse Hill”)    – 749

Helium One    100 –

The investment in Horse Hill was disposed of in full on 28 August 2018 therefore there is no loan outstanding at 31 December 2018.

There were no transactions between the parent and its dormant subsidiary, which are related parties, during the year. Details of 
director’s remuneration, being key personnel, are given in Note 7. 

The company entered into transactions with the following related parties during the current year: 

NR Global Consulting Ltd - provision of management services   44 7

 Gneiss Energy Limited - provision of management services   763 –

Remuneration of Key Management Personnel 
The remuneration of the directors, and other key management personnel of the Company, is set out below in aggregate for each 
of the categories specifi ed in IAS 24 Related party Disclosures. 

    2018 2017 
    £000 £000

Short-term employee benefi ts    369 479

Share-based payments    27 190

Termination provision    62 98

    458 767

24. Ultimate controlling party
In the opinion of the directors there is no controlling party.

25. Commitments
As at 31 December 2018, the Company had no material commitments (2017:nil).

26. Retirement benefi t scheme
The Company operates only the basic pension plan required under UK legislation, contributions thereto during the year 
amounted to £1,000 (2017: £1,000).

27. Cash generated from operations 
    2018 2017 
    £000 £000

Loss for the year after tax    (1,667) (1,659)

Adjustments for:

Finance costs    41 126

Investment income    (57) (66)

Amortisation and impairment of intangible assets    692 300

Impairment of investment properties    – 484

Other gains and losses    529 –

Equity settled share based payment expense    27 196

Increase in provisions    184 – 

Movements in working capital:

Increase in trade and other receivables    (239) (55)

Increase/(decrease) in trade and other payables    224 (120)

Cash absorbed by operations    (266) (794)

28. Post balance sheet event
The Company has entered into a sale and purchase agreement (“SPA”) to dispose of its entire 30 per cent. interest in PEDL331 on 
the Isle of Wight (“IOW”) to UK Oil and Gas plc (“UKOG”) for a total consideration of £350,000.

UKOG has acquired Solo’s 30 per cent. interest in IOW for a total consideration of £350,000. Eff ective of January 2019, the total 
consideration has been satisfi ed through the issue of 17,989,326 new ordinary shares in UKOG (“Consideration Shares”) and cash 
of £90,450. The Consideration Shares are calculated based on the 5-day volume weighted average price to 10 December 2018 of 
1.4428 pence.
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mmscfd million standard cubic feet of gas per day

OGA UK Oil and Gas Authority (formally the Department of Energy and Climate Change

oil in place or STOIIP stock tank oil initially in place, those quantities of oil that are estimated to be known reservoirs  
 prior to production commencing

pay reservoir in portion of a reservoir formation that contains economically producible hydrocarbons.  
 The overall interval in which pay sections occur is the gross pay; the portion of the gross pay that  
 meets specifi c criteria such as minimum porosity and permeability

PEDL Petroleum Exploration and Development Licence

permeability the capability of a porous rock or sediment to permit the fl ow of fl uids through the pore space

petrophysics the study of the physical and chemical properties of rock formations and their interactions   
 with fl uids

play a set of known or postulated oil or gas accumulations sharing similar geologic properties

porosity the percentage of void space in a rock formation

prospective resources those quantities of petroleum which are estimated, at a given date, to be potentially recovered  
 from undiscovered accumulations

proven reserves those quantities of petroleum, which, by analysis of geoscience and engineering data, can be  
 estimated with reasonable certainty to be commercially recoverable (1P), from a given data forward,  
 from known reservoirs and under defi ned economic conditions,

probable reserves those additional reserves which analysis of geoscience and engineering data indicate are less likely  
 to be recovered than Proven Reserves but more certain to be recovered than Possible Reserves. It is  
 equally likely that actual remaining quantities recover

possible reserves those additional reserves which analysis of geoscience and engineering data suggest are less likely  
 to be recoverable than Probable Reserves. The total quantities ultimately recovered from the  
 project have a low probability to exceed the sum of Proved reserves

PSA petroleum sharing agreement

PRMS Petroleum Resources Management system

reserves those quantities of petroleum anticipated to be commercially recovered by application of   
 development projects to known accumulations from a given date forward under defi ned conditions

reservoir a subsurface rock formation containing an individual natural accumulation of moveable petroleum

SPE Society of Petroleum Engineers

tcf trillion cubic feet

trillion 10 to the power of 12

unconventional reservoir widely accepted to mean those hydrocarbon reservoirs that are tight; that is have low permeability

2D seismic seismic data collected using the two-dimensional common depth point method

3D three-dimensional

AIM London Stock Exchange Alternative Investment Market

API American Petroleum Institute

barrel or bbl 45 US gallons

bbls barrels of oil

bcf billion cubic feet

best estimate or P50 the most likely estimate of a parameter based on all available data, also often termed the P50 (or  
 the value of a probability distribution of outcomes ta the 50% confi dence level)

billion 10 to the power of 9

bopd barrels of oil per day

CNG condensed natural gas

contingent resources those quantities of petroleum estimated, at a given date, to be potentially recoverable from known  
 accumulations, but the associated projects are not yet considered  mature enough for commercial  
 development due to one or more contingencies

CPR Competent Persons Report

discovery a petroleum accumulation for which one or several exploratory wells have been established  
 through testing, sampling and/or logging the existence of a signifi cant quantity of potentially  
 moveable hydrocarbons

electric logs tools used within the wellbore to measure the rock and fl uid properties of the surrounding   
 formations

GIIP gas initially in place

GSA gas sales agreement

HH-1 Horse Hill-1 well

HHDL Horse Hill Developments Limited

KN-1 Kiliwani North-1 well

KNDL Kiliwani North Development Licence

m thousand (ten to the power 3)

mm million (ten to the power 6)

mmbbls million barrels of oil

mmscf million standard cubic feet of gas

Glossary and Notes
FOR THE YEAR ENDED 31 DECEMBER 2018

Glossary and Notes (continued)

FOR THE YEAR ENDED 31 DECEMBER 2018
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