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Spanish Point Farm Out 

      

Providence has signed a staged farm-out agreement with Chrysaor Holdings Limited, 
a privately owned development led company, on its Spanish Point Field, in the 
Porcupine Basin, off the west coast of Ireland. 

The terms of the farm-out agreement provide for Chrysaor to conduct a significant appraisal 
work programme on the Spanish Point Field in return for a minimum 30% interest in Spanish 
Point. Chrysaor then has the option to earn up to a maximum 70% interest in the event that 
two wells are subsequently drilled on the Spanish Point Field. 

The agreement is subject to certain milestones being achieved with an initial commitment by 
Chrysaor to fund the budgeted cost of a 3D seismic programme on Spanish Point as 
consideration for the initial 30% interest. Providence will retain a 56% interest in, and the 
Operatorship of, Spanish Point for the upcoming 3D seismic programme, with Chrysaor 
taking a 30% interest. Sosina will retain a 14% interest.  

Dependent on the results of the 3-D seismic programme, Chrysaor may then undertake to 
finance the drilling of up to two appraisal wells where it will commit not less than 60% cost 
share, whilst also capping the other partners cost share, to earn an additional interest of up 
to 40%, thereby reducing the other partners stakes pro rata.  

The proposed assignment of the initial 30% interest to Chrysaor is subject to Irish 
governmental approval. 

Comment 
The signing of this staged farm out of Spanish Point is the culmination of a long marketing 
programme and will advance the development of Spanish Point through the appraisal 
drilling stage.  The initial 3D seismic program is expected to cost in the region of $12m and 
is planned for next summer. This will earn Chrysaor a minimum 30% working interest. 
Subsequent drilling will probably take place in 2010 subject to rig and Chrysaor then has the 
option to earn up to a maximum 70% interest. 

The farm out transaction is a staged de-risking approach by Providence on its assets and re-
affirms the Company s portfolio approach and opens up yet another asset for realisation and 
bringing a third Irish offshore district into play for Providence, the other two being the current 
multi-well drilling programme at Hook Head and Dunmore (drilling began last week) in the 
Celtic Sea and the 3 major projects with ExxonMobil in the south Porcupine Basin (Dunquin, 
Goban Spur and Drombeg). 

The Company has commenced drilling operations on the initial Hook Head appraisal well 
(50/11-4). Following completion of this well, a further appraisal well, (50/6-4), is planned to 
be drilled on the nearby Dunmore oil accumulation, located approximately 20 kilometres to 
the north of the Hook Head oil accumulation. It is anticipated that the multi-well drilling 
programme will take up to 3 months, which includes a provision for a comprehensive 
wireline logging and testing programme. 

Chrysaor is a privately owned exploration and production company backed by the 
commodities principal investment team of Barclays Capital and Natural Gas Partners.   
Chrysaor is currently funded by a £100 million equity facility committed by the management 
team, Barclays Capital and NGP.  Chrysaor Limited is a wholly owned subsidiary of 
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Chrysaor Holdings Limited and owns 100% of the Solan licence P164 covering UK block 
205/26a.  The company is drilling an appraisal well on Solan, in the West of Shetlands, 
which, if successful, should lead to an early development of the field.  At the present time 
there are no other companies in the Chrysaor group.   

The Spanish Point field was discovered in 1981 and flowed circa 1,000 BOPD and 5 
MMSCFGPD from one of four logged payzones in the 35/8-2 well. The well encountered a 
hydrocarbon column (total thickness of c. 1,400 ft) in sandstones of Upper Jurassic age. 
Providence s predecessor company, Atlantic Resources, was part of the original consortium 
that drilled the discovery well. Due to a combination of low commodity prices and production 
tests at that time, the project was not declared economic and the licence was subsequently 
relinquished. Chevron then held the licence until 2001. The combination of new analysis, 
coupled with advances in technology and an improved oil/gas price, suggest that the 
commercial development of Spanish Point is now possible. In the summer of 2007, 
Providence carried out a long offset 2D seismic survey over Spanish Point. 
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Important Information  

This marketing communication has been produced by Cenkos Securities plc

 

( Cenkos ) which is authorised and 
regulated by the Financial Services Authority ( the FSA ). 

 

This [report] is not independent and should not be relied on 
as an impartial or objective assessment of its subject matter. 

 

It is not investment research and it has not therefore 
been prepared in accordance with legal requirements designed to promote the independence of investment research. 

 

In particular, Cenkos is not prohibited from dealing ahead of the distribution of this [report], as it would have been were 
it independent investment research. Please visit www.cenkos.com to see our conflicts management policy and 
additional relevant information.  

Nothing in this [report] constitutes,

 

or is to be construed as, an offer or a solicitation of an offer to buy or sell 
investments. 

 

The information and opinions constitute a judgement as at the date of this [report] and are subject to 
change without notice.  Whilst the information in this [report] is based on sources believed to be reliable, Cenkos has 
not independently verified the contents of this [report] and makes no representation or warranty that it is wholly 
accurate or complete.  Cenkos accepts no responsibility or liability for any losses arising from this [report].  

This [report] is being supplied to you solely for your information and may not be reproduced by, or further distributed to, 
any other person without our specific consent. No other person may rely or act upon it.  

We are not advising you on the merits of the investments discussed in this [report] and the [report] is not based on a 
consideration of your circumstances.  We have not assessed the suitability of the investments for you. 

 

You should 
base your investment decisions on your own financial objectives and you should seek independent investment, tax and 
legal advice as you consider appropriate.  Past performance is not necessarily a guide to future performance. 

 

An 
investor may not get back the amount originally invested.  

Cenkos may, from time to time, undertake transactions (as principal or agent) in securities the subject of this report, 
and have or may have a position or holding in such securities, or a related investment, as a result of such activities. In 
addition, Cenkos may, from to time, provide or have provided services to the company the subject matter of this News 
Comment.  

http://www.cenkos.com

