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12.  Property, plant and equipment – Development and Production (D&P) Assets
							       Office 
					     Oil and gas	 Facilities and	 equipment 
					     properties	 pipelines	 and other	 Total 
					     $’000	 $’000	 $’000	 $’000

Cost:
At 1 January 2007 					      81,396	 19,158	 1,727	 102,281
Additions 					     3,012	 1,674	 169	 4,855

Disposals 					     (293)	 –	 (279)	 (572)

Transfers					     9,819	 (1,686)	 –	 8,133

At 31 December 2007					      93,934	 19,146	 1,617	 114,697
Additions 					     18,682	 3,337	 254	 22,273

Disposals 					      (117)	 –	 (39)	 (156)

Transfers 					     290	 (288)	 (2)	 –

At 31 December 2008					     112,789	 22,195	 1,830	 136,814

Depreciation:
At 1 January 2007					     (20,350)	 (4,209)	 (1,144)	 (25,703)
Disposals 					     211	 –	 181	 392

Transfers					     (118)	 38	 (2)	 (82)

Provided during the year 					     (5,368)	 (1,264)	 (173)	 (6,805)

At 31 December 2007					     (25,625)	 (5,435)	 (1,138)	 (32,198)
Disposals 					     24	 –	 10	 34

Transfers 					     (6)	 6	 –	 –

Provided during the year 					     (5,183)	 (980)	 (193)	 (6,356)

At 31 December 2008 					     (30,790)	 (6,409)	 (1,321)	 (38,520)

Net book value at 31 December 2008					     81,999	 15,786	 509	 98,294
Net book value at 31 December 2007 					     68,309	 13,711	 479	 82,499

As at 31 December 2008 included in the cost of tangible fixed assets is $788,000 (2007: $788,000) in respect of capitalised financing costs. 
There were no capitalised financing costs capitalised in the year 2008 (2007: $353,000).

In the year 2007 E&E costs for the Los Sauces contract in addition to drilling costs related to Luna Llena, as described in note 11, were 
transferred from Intangible Assets to Tangible Assets during in 2007. Detailed analyses of tangible assets classifications recorded in prior years 
for Colombia resulted in reclassification of asset values ($1,357,000) and related depreciation ($38,000) from Facilities and Pipelines to other 
categories of tangible fixed assets. In addition, excess materials and equipment valued at $329,000 were transferred into inventory. 

Expenditures in 2008 in Oil and Gas Assets and Pipelines and Facilities were primarily related to the drilling of new wells in the Rio Verde 
contract area and the installation of related crude handling facilities.

Depletion and depreciation for oil assets is calculated on a unit-of-production basis, using the ratio of oil production in the period to the 
estimated quantities of proved and probable reserves at the end of the period plus production in the period. Oil and gas assets are tested 
periodically for impairment to determine whether the net book value of capitalised costs relating to the cash generating unit, as defined in 
Note 11, exceed the associated estimated future discounted cash flows of the related commercial oil and gas reserves. If an impairment is 
identified, the depletion is charged through the income statement in the period incurred. The Group has performed an impairment test at 
31 December 2008 and no impairment requirement was identified.

Notes to the financial information continued
For the twelve months ended 31 December 2008
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13.  Investments in Subsidiaries
The principal subsidiary undertakings in which the Group’s interest at the year end is equal to or more than 50% are as follows (these 
undertakings are included on consolidation):
							       Class	 Proportion 
					     Country of		  of share	 held by the 
Held directly					     incorporation		  capital held	 Company

Harken de Colombia				    Cayman Islands		  Ordinary	 100%

Harken de Colombia Holdings, Ltd.				    Cayman Islands		  Ordinary	 100%

Harken de Colombia II, Ltd.				    Cayman Islands		  Ordinary	 100%

Harken de Colombia III, Ltd. 				    Cayman Islands 		  Ordinary 	 100%

Harken South America, Ltd. 				    Cayman Islands 		  Ordinary 	 100%

Harken de Peru Holdings, Ltd. 				    Cayman Islands	  	 Ordinary 	 100%

Harken del Peru Limitada 				    Cayman Islands 		  Ordinary 	 100%

Harken de Panama Holdings, Ltd. 				    British Virgin Islands	  	 Ordinary 	 100%

Harken de Panama, Ltd. 				    British Virgin Islands	  	 Ordinary 	 100%

Global Energy Management Resources 				    United States 		  Ordinary 	 100%

 
The following branches are included in the subsidiaries listed above:

Harken de Colombia Ltd. 				    Colombian Branch 	 Indirect holding	 100% 

Harken de Colombia II, Ltd. 				    Colombian Branch 	 Indirect holding	 100% 

Harken del Peru Limitada 				    Peruvian Branch 	 Indirect holding	 100% 

Harken de Panama, Ltd. 				    Panamanian Branch 	 Indirect holding 	 100% 

All of the above companies and branches are engaged in oil and gas exploration.

14.  Inventories
							       2008	 2007 
							       $’000	 $’000

Oil stocks							       654	 306

Yard Stock							       636	 578

Total Inventories							       1,290	 884

The amount of inventory which has been recognised as an expense during the year is $1,672,000 (2007: $1,703,000). The inventories are 
carried at cost.

15.  Trade and other receivables
							       2008	 2007 
							       $’000	 $’000

Trade receivables							       6,853	 10,351

Less provision for impairment of trade receivables							       (2,420)	 (1,931)

Net trade receivables							       4,433	 8,420

Other receivables							       144	 50

Prepayments							       276	 437

Withholding taxes receivable							       393	 460

Total trade and other receivables							       5,246	 9,367

As at 31 December 2008, with the exception of the unitisation issue discussed below, there were no receivables considered past due  
(2007: $nil), and the Board of Directors considers that there is no significant difference between the carrying values and the fair values of all 
receivables. The maximum exposure to credit risk at the reporting date is the gross carrying amount net of provisions for impairment of each 
class of receivable set out above.

The provision for impairment of trade receivables increased during the year by $0.5m (2007: $1.0m) the corresponding entry was charged to 
the income statement.
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15.  Trade and other receivables continued
As at 31 December 2008, trade receivables of $4.5m (2007 $4.0m) related to an association partner in the Colombian region, whose legal 
entitlement under a unitisation issue is subject to ongoing negotiation and arbitration. In light of the probability of delays anticipated in the 
resolution of the unitisation issue, the Board of Directors elected to impair the receivable. The amount of the provision as at 31 December 
2008 was $2.4m (2007: $1.9m). 

The ageing of this receivable is as follows:
							       2008	 2007 
							       $’000	 $’000

Up to 3 months							       244	 244

4 to 6 months							       236	 236

Over 6 months							       4,073	 3,560

Total							       4,553	 4,040

Also included in the above are trade receivables from the Group’s sole customer totalling $2.3m (2007: $6.3m) in crude sales receivables not 
considered a risk due to the short-term nature of the receivables, the positive credit rating of the customer, and the historical trading 
relationship with this customer. The full balance from this customer as at 31 December 2008 was due within 30 days (2007: 30 days).

Other classes of financial assets included within trade and other receivables do not contain impaired assets. 

The carrying values of the Groups’ trade and other receivables are denominated in the following currencies:
							       2008	 2007 
							       $’000	 $’000

US Dollar							       2,014	 7,323

Colombian Peso							       3,135	 2,040

Peruvian Nuevos Soles							       96	 4

Total							       5,245	 9,367

Except as noted above, all amounts shown under receivables fall due for payment within one year.

16.  Term deposits
							       2008	 2007 
							       $’000	 $’000

Dollar denominated investments							       1,508	 1,831

The Group has established US Dollar denominated Certificates of Deposit with restricted access and varying maturity dates as guarantees for 
Letters of Credit required for performance assurance on oil and gas fields and office rental contracts. At 31 December 2008, the Group 
maintained four Certificates of Deposit totalling $1,441,904 (2007: $1,731,000) supporting oil and gas fields and one Certificate of Deposit in 
the amount of $66,667 (2007: $100,000) supporting one office rental contract. The term deposits are carried at amortised cost, the carrying 
amounts of the financial assets are deemed to approximate to their fair value.

The maturity of the Group’s term deposits is as follows:
							       2008	 2007 
							       $’000	 $’000

Up to 3 months							       –	 –

3 to 6 months							       33	 –

Over 6 months							       1,475	 1,831

Total							       1,508	 1,831

Notes to the financial information continued
For the twelve months ended 31 December 2008
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17.  Cash & cash equivalents
							       2008	 2007 
							       $’000	 $’000

Cash in bank and on hand							       3,722	 4,602

All cash balances constitute demand deposits or short-term investments available at call and held in US Dollars, Colombian Pesos, Peruvian 
Nuevos Soles and Pounds Sterling. Details of balances, interest rates on deposits and currency exposures are summarised in Note 23.

18.  Current liabilities
							       2008	 2007 
							       $’000	 $’000

Trade payables							       4,357	 1,109

Taxation 							       721	 1,579

Other financial liabilities							       –	 –

Accrued liabilities							       1,817	 1,223

Short-term loans payable							       204	 312

Total current liabilities							       7,099	 4,223

Trade payables reflect balances owed on invoices received from vendors and contractors related to active projects in progress at the end of 
each period. The accrued liabilities represent the value of work completed but not yet invoiced at 31 December 2008.

Short-term loans payable represent the financing of insurance premiums at fixed rates over the coverage period. 

It is considered that both values of trade and other payables approximates to fair value at 31 December 2008 and 2007. 

Maturity analysis of the financial liabilities is as follows:
							       2008	 2007 
							       $’000	 $’000

Up to 3 months							       4,133	 3,989

3 to 6 months							       551	 78

Over 6 months							       1,893	 156

Total							       6,577	 4,223

19.  Non-current liabilities
							       2008	 2007 
							       $’000	 $’000

Long-term leases payable							       –	 68

Long-term provisions (see note 21)							       1,001	 674

Convertible loan notes (see note 20)							       16,197	 15,810

Deferred income taxation (see note 10)							       11,768	 10,010

Total non-current liabilities							       28,966	 26,562

Long-term leases payable represents the difference between actual operating lease payments and the recognition of operating lease costs on 
a straight-line basis as per IAS 17.
							       2008	 2007 
							       $’000	 $’000

Analysis of debt:
Debt can be analysed as falling due:

  Within one year or on demand							       –	 –

  Between one and two years							       –	 –

  Between two and five years							       16,197	 68

  In five years or more							       –	 15,810

							       16,197	 15,878

All of the Group’s loans and borrowings are denominated in United States Dollars.
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20.  Convertible loan notes 
							       2008	 2007 
							       $’000	 $’000

Balance bought forward							       15,810	 15,425

Accreted interest							       387	 385

Balance carried forward							       16,197	 15,810

On 8 December 2006, the Group entered into a fixed-rate loan agreement for $11,903,000 in convertible notes (“2006 loan notes”). Unless 
previously redeemed, converted or purchased and cancelled, the notes are repayable in full on 8 December 2012. If the Company redeems 
the loan notes prior to 8 December 2009, an early redemption penalty of 8% on the outstanding balance is payable. 

A portion of the previous loan notes from the loan agreement entered into on 30 October 2005 (“2005 loan notes”) was partly extinguished 
($6,702,000) and re-invested in the 2006 loan notes. A balance of $5,798,000 in 2005 loan notes remains outstanding. The Group raised an 
additional $5,201,000 in cash from this financing transaction.

All loan notes incur an interest charge of 5% per annum for the first three years, 6% per annum for the next two years and thereafter an 
interest rate of 7%. Interest is payable quarterly. The effective interest rate is therefore 5.85%. Holders of the 2006 loan notes have the right 
to convert the outstanding amount (or part thereof) into ordinary shares at a fixed exchange rate of $1.90:£1 and at a fixed price of 179p at 
any time. Holders of the 2005 loan notes have the right to convert the outstanding amount (or part thereof) into ordinary shares at a fixed 
exchange rate of $1.78:£1 and at a fixed price of 305.8p at any time. The loan notes are not secured against any assets of any Group 
company. In accordance with the provisions of IAS 32, the Group has determined the convertible loan note issue to be a compound financial 
instrument requiring a proportion of the loan to be classified as equity. The reclassified element represents the difference between the fair 
value of a similar liability with no equity conversion option and the fair value of the existing loan in current terms. Accordingly, an amount of 
$512,000 was reclassified to equity in 2006. Total costs incurred in raising the loan amounts in 2006 were $325,000 of which $32,000 was 
reclassified to equity. The remainder was debited against the carrying value of the notes. Accreted interest is charged to the income statement 
over the life of the notes. The effective interest rate is 5.96%. 

21.  Provisions
							       2008	 2007 
							       $’000	 $’000

Provision in the period							       200	 –

Environmental Provision at 31 December							       200	 –

Decommissioning liability at 31 December							       674	 625

Unwinding of discount 							       49	 49

Change in estimate							       78	

Decommissioning liability 							       801	 674

Total long-term provisions							       1,001	 674

The environmental provision represents the creation of a 1% environmental investment reserve required under Colombia law.

The decommissioning provision represents the present value of decommissioning costs for existing assets in the Group’s oil and gas 
operations, which are expected to be incurred between 2010 and 2021. These provisions have been generated based on the Group’s internal 
estimates, and where available, studies and analyses from external sources. Assumptions, based on the current economic environment, have 
been made which management believes are a reasonable basis upon which to estimate the future liability. These estimates are reviewed 
periodically to take into account any material changes to those assumptions. However, actual decommissioning costs will ultimately depend 
upon future market prices for the necessary decommissioning work required at the time assets are decommissioned and abandoned. 
Furthermore, the timing of decommissioning is likely to depend on when the fields cease to produce at economically viable rates, which in 
turn is dependent upon future oil and gas prices that are inherently uncertain.

Notes to the financial information continued
For the twelve months ended 31 December 2008
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22.  Obligations under operating lease contracts 
							       2008	 2007 
							       $’000	 $’000

Minimum lease payments							       383	 473

Outstanding commitments for future minimum lease payments under non-cancellable operating leases,  
which fall due as follows:

  Within one year							       135	 410

  Between two and five years							       182	 1,270

  More than five years							       –	 340

Total annual lease payments							       317	 2,020

The decrease on lease commitments was primarily due to cancellation of long-term office leases.

All commitments relate to land and buildings. There are no lease agreements where the Group is a lessor.

23.  Financial Instruments
Financial instruments – Risk Management
The Group is exposed through its operations to the following risks:

Credit risk•	
Market risk•	
Liquidity risk •	

In common with all other businesses, the Group is exposed to risks that arise from its use of financial instruments. This note describes the 
Group’s objectives, policies and processes for managing those risks and the methods used to measure them. Further quantitative information 
in respect of these risks is presented throughout these financial statements. 

There have been no substantive changes in the Group’s exposure to financial instrument risks, its objectives, policies and processes for 
managing those risks or the methods used to measure them from previous periods unless otherwise stated in this note. 

Principal financial instruments
The principal financial instruments used by the Group, from which financial instrument risk arises are as follows:

Trade and others receivables•	
Cash and cash equivalents•	
Short-term deposits•	
Trade and other payables•	
Convertible loan notes•	

General objectives, policies and processes
The Board has overall responsibility for the determination of the Group’s risk management objectives and policies and, whilst retaining 
responsibility for them it has delegated the authority for designing and operating processes that ensure the effective implementation of the 
objectives and policies to the Group’s finance function. The Board receives monthly reports from the Group Finance Director through which it 
reviews the effectiveness of the processes in place and the appropriateness of the objectives and policies it sets. The overall objective of the 
Board is to set policies that seek to reduce as far as possible without unduly affecting the Group’s competitiveness and flexibility. Further 
details regarding these policies are set out below.

Credit risk
Credit risk is the risk of financial loss to the Group if a customer or a counterpart to a financial instrument fails to meet its contractual 
obligations. The Group is mainly exposed to credit risk from credit sales. It is Group policy, implemented locally, to assess the credit risk of new 
customers before entering contracts. Such credit ratings are taken into account by local business practices. The Group’s review includes 
external credit ratings, when available. Potential customers that fail to meet the Group’s benchmark credit worthiness may transact with the 
business on a prepayment basis only. 

Credit risk also arises from cash and cash equivalents, and deposits with banks and financial institutions. The Group’s cash deposits are only 
held in banks and financial institutions which are independently-rated with a minimum grading of “A”.

The Group does not enter into derivatives to manage credit risk, although in certain isolated cases may take steps to mitigate such risks if it is 
sufficiently concentrated. 
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23.  Financial Instruments continued
The Group monitors the utilisation of credit ratings and available credit evaluation information as appropriate and at the reporting date does 
not envisage any losses from non-performance of counterparties, other than the provision created in relation to the unitisation negotiations 
and the related receivable (see Note 15).

Market risk
Cash flow interest rate risk
The Group is exposed to cash flow interest rate risk from its deposits of cash and cash equivalents with banks. The cash balances maintained 
by the Group are proactively managed in order to ensure that the maximum level of interest is received for the available funds but without 
affecting the working capital flexibility the Group requires. 

The Group does not consider itself exposed to cash flow interest rate risk from its borrowings in the form of convertible loan notes or 
short-term loans, both of which carry fixed interest rates within the terms of the agreements. Through the fixing the interest rates within the 
agreements the Company considers it has minimised the exposure of the Group to cash flow interest rate risk. No subsidiary company of the 
Group is permitted to enter into any borrowing facility or lease agreement without the prior consent of the Board. 

Interest rates on financial assets and liabilities
The interest rate profile of the Group’s financial assets and liabilities at 31 December 2008 was as follows:

						      Peruvian 
				    US	 Colombian	 nuevo	 Pound 
				    Dollar	 Peso	 Sol	 Sterling	 Total 
US Dollar equivalent of:				    $’000	 $’000	 $’000	 $’000	 $’000

Cash at bank at floating interest rate				    3,056	 493	 –	 28	 3,578

Cash at bank on which no interest is received				    1,642	 –	 1	 10	 1,653

Fixed rate debt				    (16,401)	 –	 –	 –	 (16,401)

Net (debt)/cash				    (11,703)	 493	 1	 38	 (11,170)

The profile at 31 December 2007 for comparison purposes was as follows:
						      Peruvian 
				    US	 Colombian	 nuevo	 Pound 
				    Dollar	 Peso	 Sol	 Sterling	 Total 
US Dollar equivalent of:				    $’000	 $’000	 $’000	 $’000	 $’000

Cash at bank at floating interest rate				    5,950 	 361 	 – 	 94 	 6,405 

Cash at bank on which no interest is received				    22 	 7 	 4 	 (5)	 28 

Fixed rate debt				    (16,122) 	 – 	 –	 – 	 (16,122) 

Net (debt)/cash				    (10,150)	 368 	 4 	 89 	 (9,689)

Cash at bank at floating rates consisted of demand deposits and money market investments subject to floating rates which vary from  
2% to 5%.

The Group has no floating rate debt. Fixed rate debt consists of obligations under finance agreements of one year or less and convertible loan 
notes with rates fixed in advance for periods longer than three months. The average interest rate on these contracts for the year is 5.96% 
(2007: 5.96%).

Notes to the financial information continued
For the twelve months ended 31 December 2008
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23.  Financial Instruments continued
Interest rate sensitivity analysis
At 31 December 2008, the Group had net cash totalling $3.6m (2007: $6.4m) in financial assets with floating interest rates, which averaged 
3.5% (2007: 2.9%) return on investment. As required by IFRS 7, the Group has estimated the interest rate sensitivity on year-end balances 
and determined that a two percentage point increase or decrease in the interest rate earned on floating rate deposits would have caused a 
corresponding increase or decrease in net income in the amount of $72,000 (2007: $64,000). 

Foreign exchange risk
Foreign exchange risk arises because the Group has operations located in various parts of the world whose local operational currency is not 
the same as the functional currency of the Group. Although its wider market penetration reduces the Group’s operational risk, the Group’s net 
assets arising from such overseas operations are exposed to currency risk resulting in gains and losses on translation into US Dollars. Only in 
exceptional circumstances will the Group consider hedging its net investments in overseas operations as generally it does not consider that 
the reduction in foreign currency exposure warrants the cash flow risk created from such hedging techniques. It is the Group’s policy to ensure 
that individual Group entities enter into local transactions in their operational currency and that surplus funds over and above working capital 
requirements should be transferred to the parent company treasury. The Group considers this policy minimises any unnecessary foreign 
exchange exposure. 

In order to monitor the continuing effectiveness of this policy, the Board, through their approval of capital expenditure budgets and review of 
the monthly management accounts, considers the effectiveness of the policy on an ongoing basis. 

The following table discloses the exchange rates of those currencies utilised by the Group:
							       Peruvian 
						      Colombian	 nuevo	 Pound 
Foreign currency units to $1.00 US Dollar						      Peso	 Sol	 Sterling

At 31 December 2008						      2,243	 3,137	 0.6906
At 31 December 2007 						      2,014	 2.994	 0.5007

Currency exposures 
The monetary assets and liabilities of the Group that are not denominated in US Dollars and are therefore exposed to currency fluctuations are 
shown below. The amounts shown represent the US Dollar equivalent of local currency balances. 
						      Peruvian 
					     Colombian	 nuevo	 Pound 
					     Peso	 Sol	 Sterling	 Total 
US Dollar equivalent of exposed net monetary assets and liabilities					     $’000	 $’000	 $’000	 $’000

At 31 December 2008					     (1.780)	 101	 38	 (1,641)

At 31 December 2007					     (1,725)	 65	 89	 (1,571)

The year on year fluctuation in Colombian Peso denominated balances is attributed primarily to accrued liabilities and VAT taxes payable  
(see Note 19).

Foreign currency sensitivity analysis
The Group is mainly exposed to currency rate fluctuations of the Colombian Peso versus the US Dollar, and measures its foreign currency risk 
through a sensitivity analysis considering 10% favourable and adverse changes in market rates on exposed monetary assets and liabilities 
denominated on Colombian Pesos. At 31 December 2008, a 10% devaluation of the Peso against the US Dollar would have resulted in 
translation gains of $162,000 (2007: gains of $157,000), and a 10% revaluation of the Peso against the US Dollar would have resulted in a 
loss of $178,000 (2007: loss of $122,000).

Price risk
The most significant component of market risk affecting the Group is the market price of the crude oil, specifically the WTI crude prices which 
is the source reference price in Global’s crude sales contracts. 

Crude oil price sensitivity analysis
A sensitivity analysis based on a 50% price volatility assumption is used internally by Management to estimate the potential impact of 
variations in crude oil market prices. As at 31 December 2008, a 50% increase in the average sales price obtained during the year would have 
increased revenues and equity by $16.4m (2007: $2.7m) and a 50% decrease in the average sales price would have reduced revenues and 
equity by $10.9m (2007: $2.5m).
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23.  Financial Instruments continued
Liquidity risk
Liquidity risk arises from Group’s management of working capital and the finance charges and principal repayments on its debt instruments.  
It is the risk that the Group will encounter difficulty in meeting its financial obligations as they fall due.

The Group’s policy is to ensure that it will always have sufficient cash to allow it to meet its liabilities when they become due. To achieve this 
aim, the Group seeks to maintain cash balances (and agreed facilities) to meet expected requirements for a period of at least 45 days. The 
Group also seeks to reduce liquidity risk by fixing interest rates on, and hence cash flows relating to, its long-term borrowings.

The Group maintains an integrated business performance and cash flow forecasting model, incorporating most recent balance sheet 
information (updated monthly) with the business plan and current year budget and management forecast of benchmark oil prices. The Group 
performance against budget and associated cash flow forecast is evaluated on a monthly basis. The Board receives rolling 12-month cash flow 
projections on a quarterly basis as well as information regarding cash balances and Group performance against budget. At the balance sheet 
date, these projections indicate that the Group expected to have sufficient liquidity to meet its obligations under all reasonably expected 
circumstances and will not need to draw down on its agreed overdraft facilities.

The following tables illustrates the contractual maturity analysis of the Group’s financial liabilities, including the liabilities that must be settled 
gross based, where relevant, on balance sheet interest rates and exchange rates prevailing at the balance sheet date.

Maturity analysis of the financial liabilities is as follows:
							       2008	 2007 
Analysis of current liabilities							       $’000	 $’000

Up to 3 months							       4,133	 3,989

3 to 6 months							       551	 78

Over 6 months							       1,893	 156

Total							       6,577	 4,223

							       2008	 2007 
Analysis of debt							       $’000	 $’000

Debt can be analysed as falling due:

  Within one year or on demand							       1,062	 1,062

  Between one and two years							       1,239	 1,062

  Between two and five years							       20,179	 3,890

  In five years or more							       –	 17,701

							       22,480	 23,715

Capital management policies
The Board has established guidelines and policies for the management of the Group’s capital resources, including shareholder equity and 
debt, based on a long-term strategy that continually evaluates and monitors the achievement of corporate objectives and the development of 
the Group’s portfolio in core areas. Specific capital management policies set forth include the following:

The reinvestment of all profits into new and existing assets that fit the corporate objectives;•	
Consolidation of positions in developing regions and disposition of assets of low materiality or where meaningful operational influence •	
cannot be achieved;
To identify the appropriate mix of debt, equity and partner sharing opportunities in order to balance the highest returns to shareholders •	
overall with the most advantageous timing of investment flows;
To hire and maintain highly qualified employees through effective manpower management processes, including compensation and benefit •	
programs in concert with ongoing training and motivational programmes;
Retain maximum flexibility to allocate capital resources between exploration and appraisal, and production and development projects •	
based on available funds and quality of opportunities.

On a monthly basis, management receives financial and operational performance reports that enable continuous management of assets, 
liabilities and liquidity. In addition, management communicates frequently with the Board of Directors to provide consistent information and 
data flow to ensure the opportunities to evaluate and measure the achievement of objectives.

The above policies and practices are consistent with strategies and objectives employed in prior years and are expected to remain consistent 
in the extension of future resource allocation objectives. 

Notes to the financial information continued
For the twelve months ended 31 December 2008
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24. Share capital
			   2008	 	 2007 
			   Number 	 2008	 Number	 2007 
			   of Shares	 $’000	 of Shares	 $’000

Authorised				  

Ordinary shares of 1p each			   70,000,000	 1,071	 70,000,000	 1,071

Unclassified shares of £1 each			   50,000	 92	 50,000	 92

Allotted, called up and fully paid				  

Ordinary shares of 1p each 			   35,328,428	 539	 35,328,428	 539

The ordinary shares confer the right to vote at general meetings of Global Energy Development PLC, to a repayment of capital in the event of 
liquidation or winding up and certain other rights as set out in Global Energy Development PLC’s articles of association.

The ordinary shares also confer the right to receive dividends if declared by the Directors and approved by the Company. The unclassified 
shares do not carry any rights.

The following describes the nature and purpose of each reserve within owners’ equity:

Reserve	 Description and Purpose

Share premium	 Amount subscribed for share capital in excess of nominal value.

Other reserve	 Equity element of the convertible loan notes accounted for in accordance with IAS 32 and IAS 39.

Retained losses	 Cumulative net gains and losses recognised in the consolidated income statement.

Capital reserve	 Reserve created on issue of shares on acquisition of subsidiaries in prior years.

25. Share-based payments
Discretionary share option incentive plan
The Company periodically grants share options to employees and Directors, as approved by the Board. At 31 December 2008 and 31 
December 2007 the following share options were outstanding in respect of the ordinary shares:

Year ended 31 December 2008
	
	 Number	 Issued		  Exercised	 Number			   Price per 
Year of Grant	  of Shares	 in Year	 Lapsed	 in Year	 of Shares	 Start Date	 End Date	 Share

2002	 2,915,196	 –	  – 	 –	 2,915,196	 31.01.2002 	31.01.2012 	 50.0p

2002	 30,000	 –	 –	 –	 30,000	 08.08.2002 	08.08.2012 	 54.5p

2004	 675,000	 –	 –	 –	 675,000	 03.12.2004 	03.12.2014 	 151.1p

2005	 180,000	 –	 (50,000)	 –	 130,000	 08.12.2005 	08.12.2015 	 265.1p

2006	 325,000	 –	 (325,000)	 –	 –	 13.09.2006	 13.09.2016	 174.5p

2007	 200,000	 –	 (150,000)	 –	 50,000	 13.06.2007	 13.06.2017	 85.7p

2008	 –	 825,000	 (150,000)	 –	 675,000	 11.02.2008	 11.02.2018	 100.0p

2008	 –	 100,000	 –	 –	 100,000	 15.07.2008	 15.07.2018	 113.3p

2008	 –	 710,000	 –	 –	 710,000	 11.12.2008	 11.12.2018	  70.0p

Total	 4,325,196	 1,635,000	 (675,000)	 –	 5,285,196			 

Year ended 31 December 2007

	 Number	 Issued		  Exercised	 Number			   Price per 
Year of Grant	  of Shares	 in Year	 Lapsed	 in Year	 of Shares	 Start Date	 End Date	 Share

2002	 2,915,196	 –	  – 	 –	 2,915,196	 31.01.2002 	31.01.2012 	 50.0p

2002	 30,000	 –	 –	 –	 30,000	 08.08.2002 	12.08.2012 	 54.5p

2004	 675,000	 –	 –	 –	 675,000	 03.12.2004 	03.12.2014 	 151.1p

2005	 240,000	 –	 (60,000)	 –	 180,000	 08.12.2005 	08.12.2015 	 265.1p

2006	 325,000	 –	 –	 –	 325,000	 13.09.2006	 13.09.2016	 174.5p

2007	 –	 200,000	 –	 –	 200,000	 13.06.2007	 13.06.2017	 85.7p

Total	 4,185,196	 200,000	 (60,000)	 –	 4,325,196			 
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25.  Share-based payments continued
The Company’s mid-market closing share price at 31 December 2008 was 67.5p (31 December 2007: 83.5p). The highest and lowest 
mid-market closing share prices during the year were 129.0p (2007: 140.0p) and 65.0p (2007: 82.5p) respectively.

The options are granted to employees and vest conditionally upon their employment with the Company evenly over a three year vesting 
period, exercise of the vested options is conditional upon the individual being employed by the Company at the date of exercise. 

The fair values of awards granted under the Group’s option plan have been calculated using a variation of a binomial option pricing model that 
takes into account factors specific to share incentive plans such as the vesting periods, estimated share price volatility, the expected dividend 
yield on the Company’s shares and expected exercise of share options. The following principal assumptions were used in the valuation: 

	 Share price						      Risk-free 
	 at date	 Exercise				    Dividend	 investment	 Employee 
Grant date	 of grant	 price	 Volatility		  Option life	 yield	 rate	 turnover

3 Dec 2004	 151.1p	 151.1p	 36.73%	 3 Dec 2014	 0%	 4.645%	 3.7 years

8 Dec 2005	 265.1p	 265.1p	 33.02%	 8 Dec 2015	 0%	 4.226%	 3.3 years

13 Sep 2006	 174.5p	 174.5p	 40.68%	 13 Sep 2016	 0%	 4.568%	 4.3 years

13 Jun 2007	 85.7p	 85.7p	 30.99%	 13 Jun 2017	 0%	 5.416%	 4.0 years

11 Feb 2008	 82.4p	 100.0p	 53.14%	 11 Feb 2018	 0%	 4.492%	 4.2 years

15 Jul 2008	 113.3p	 113.3p	 53.14%	 15 Jul 2018	 0%	 5.165%	 3.0 years

11 Dec 2008	 67.5p	 70.0p	 55.63%	 11 Dec 2018	 0%	 4.492%	 3.8 years

Volatility has been based on a Volatility Cone calculation model using the historic share price two years prior to each grant date and assigning 
a probability weighting. Volatilities were selected between the median and the 75th percentile calculations.

Based on above assumptions the fair values of the options granted are estimated to be:

Grant date								        Fair value

3 Dec 2004								        51p

8 Dec 2005								        76p

13 Sep 2006								        66p

13 Jun 2007								        28p

11 Feb 2008								        47p

15 Jul 2008								        46p

11 Dec 2008								        32p

Expense arising from share-based payments:
Based on the above fair values and the Company’s expectations of employee turnover, the expense arising from equity-settled share  
options and share awards made to employees was $165,000 for the period (2007: $480,000). There were no other share-based  
payment transactions.

Details of the Directors’ interests in the ordinary shares of the Company and options over ordinary shares are set out below:
					      
			   As at 31 December 2008	

|
	 As at 1 January 2008

					     Ordinary		  Ordinary 
					     shares	 Options	 shares	 Options

Mikel Faulkner					     178,000	 1,890,000	 150,000	 1,580,000

Stephen Voss					     24,349	 1,200,000	 24,349	 990,000

Stephen Newton					     –	 250,000	 –	 –

Alan Henderson				    	 9,421	 180,000	 9,421	 80,000

David Quint					     47,428	 150,000	 47,428	 50,000

Lord Freeman					     5,000	 140,000	 5,000	 40,000

All the holdings are beneficially held.

No Director exercised any options during the year.

Notes to the financial information continued
For the twelve months ended 31 December 2008
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26.  Capital commitments
Capital commitments at the end of the financial year, for which no provision has been made, are as follows: 
							       2008	 2007 
							       $’000	 $’000

Rio Verde (Colombia) – Drilling of one exploratory well 							       3,800	 3,170

Block 95 (Peru) – Seismic Acquisition programme							       2,000	 9,000

Garachine (Panama) – Seismic reprocessing							       252	 252

Total 							       6,052	 12,422

27.  Related party disclosures
David Quint is a Director of the Company and a director of RP&C International Ltd. RP&C International Ltd. provided certain corporate finance 
services during 2007 and 2008.
						      Amounts		  Amounts 
						      owed from/		  owed from/ 
						      (to) related		  (to) related 
					     Services	 parties as at	 Services	 parties as at 
					     provided	31 December	 provided	 31 December 
					     2008	 2008	 2007	 2007 
					     $’000	 $’000	 $’000	 $’000

RP&C International Ltd.					     26	 –	 17	 –

Compensation paid to key management personnel including Directors, Executive Directors and senior management is disclosed on note 6.

28.  Contingent liability
During the period the Group elected to benefit from a tax deduction on eligible capital expenditure totalling $7million (2007: $Nil). The tax 
deduction reverses upon the sale of the qualifying asset, as at the year end the Directors do not expect that such a disposal is probable. To 
the extent that, on a pro rata basis, the deduction hasn’t been earned within a 10 year time limit, a pro rata tax charge will be recognised.

29.  Post balance sheet events
On 16 April 2009, the Company accepted all the conditions of an amendment to the Colombian Rio Verde contract whereby Phases IV and V 
are collapsed into one phase ending May 2010, therefore, substituting the need to drill a well by May 2009. Under the revised confirmed 
terms, by May 2010 the Company must now acquire approximately US$4.0 million of mostly 3D seismic and drill an exploratory well.
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Directors’ report
For the year ended 31 December 2008

The Directors present their report together with the audited financial statements of the Company for the year ended 31 December 2008.

Principal activity
The principal activity of the Company is to act as a holding company for the subsidiary companies engaged in oil and gas exploration, 
development and production activities. The Company is integral to the Group in its role of providing corporate planning, management 
expertise to subsidiaries, shareholder relations and capital management.

Review of the business and future prospects
The Company results for the year and the financial position as at 31 December 2008 are deemed satisfactory by the Directors, and the 
Directors consider that the Company will continue in its historical role as the ultimate parent company, utilizing its services to continue to 
review the Company’s investment portfolio to ensure the Group maximizes shareholder returns. 

Results and dividends
In accordance with the provisions of section 230 Companies Act 1985 the Company has elected not to present a profit and loss account. 

The loss for the year was $6,062,000 (2007: $5,586,000).

The Directors do not propose to recommend any distribution by way of a dividend for the year ended 31 December 2008 (2007: $nil).

Directors
The Directors of the Company who served during the year up to and including the year end were as follows: 

Mikel Faulkner – Executive Chairman
Stephen Voss – Vice Chairman (Previously Managing Director; Appointed Vice Chairman 7 March 2008)
Stephen Newton – Managing Director (Appointed Managing Director 12 February 2008 and as Executive Director 7 March 2008; Resigned  
31 January 2009) 
Alan Henderson – Non-Executive Director
David Quint – Non-Executive Director
Lord Freeman – Non-Executive Director
 
Details of the Directors’ interests in the ordinary shares of the Company and options over ordinary shares are set out below:
 
			   As at 31 December 2008	

|
	 As at 1 January 2008

					     Ordinary		  Ordinary 
					     shares	 Options	 shares	 Options

Mikel Faulkner					     178,000	 1,890,000	 150,000	 1,580,000

Stephen Voss					     24,349	 1,200,000	 24,349	 990,000

Stephen Newton					     –	 250,000	 –	 –

Alan Henderson				    	 9,421	 180,000	 9,421	 80,000

David Quint					     47,428	 150,000	 47,428	 50,000

Lord Freeman					     5,000	 140,000	 5,000	 40,000

All the holdings are beneficially held.

No Director exercised any options during the year.

No Director had any interest in the shares of the subsidiary undertakings or any other Group undertakings.

There are no warrants in the Company outstanding.

There were no contracts existing during, or at the end of the year, in which a Director was or is materially interested.

Pensions
The Company does not operate a pension scheme for Directors or employees.
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Directors’ remuneration
The Directors’ remuneration was as follows:
			   Total	 Total 
			   2008	 2007 
			   $’000	 $’000

Executives1

Mikel Faulkner			   460	 182

Stephen Voss			   458	 312

Stephen Newton			   354	 –

Guillermo Sanchez2			   –	 277

Non-executives3

Alan Henderson			   72	 40

David Quint			   72	 40

Lord Freeman			   77	 40

Total			   1,493	 891

1	 Amounts paid represent salaries paid to Executive Directors.
2	 Amount paid includes severance payments of $75,000.
3	 Amounts paid represent fees for services as Non-executive Directors.

See Note 6 of the Group accounts for further details of directors’ 
remuneration.

Employees’ health and safety
It is the policy of the Company to consider the health and welfare of 
employees by maintaining a safe place and system of work. 

Creditor Payment Policy and Practice
The Company agrees terms of contracts when orders are placed and 
on entering exploration projects. It is the Company’s policy that 
payments to suppliers are made in accordance with the agreed terms 
and conditions, provided all trading terms and conditions have been 
complied with. At 31 December 2008 the Company had an average 
of 30 days (2007: 24 days) purchases outstanding.

Political and Charitable Contributions
During the year, the Group made charitable contributions to The 
Children’s Vision International, a non-profit foundation in Colombia of 
$15,000 (2007: $10,000), and to Raft International, Ltd, a non-profit 
organisation in the United Kingdom of $15,800 (2007: $14,400).

Post Balance Sheet Events
There are no post balance sheet events to be disclosed other than 
those noted in note 29 of the Group accounts.

Directors’ responsibilities
The Directors are responsible for keeping proper accounting records 
which disclose with reasonable accuracy at any time the financial 
position of the Group, for safeguarding the assets of the Company, 
for taking reasonable steps for the prevention and detection of fraud 
and other irregularities and for the preparation of a Directors’ Report 
which complies with the requirements of the Companies Acts 1985 
and 2006 (as applicable).

The Directors are responsible for preparing the Annual Report and  
the financial statements in accordance with the Companies Act  
1985. The Directors are also required to prepare financial statements 
for the Company in accordance with UK Generally Accepted 
Accounting Practice.

Company law requires the Directors to prepare financial statements 
for each financial year which give a true and fair view of the state of 
affairs of the Company and of the profit or loss of the Company for 
that period. In preparing these financial statements, the Directors are 
required to:

select suitable accounting policies and then apply them •	
consistently;
prepare the financial statements on the going concern basis •	
unless it is inappropriate to presume that the Company will 
continue in business;
make judgements and estimates that are reasonable and  •	
prudent; and
state whether applicable accounting standards have been •	
followed, subject to any material departures disclosed and 
explained in the financial statements.

Financial statements are published on the Group’s website in 
accordance with legislation in the United Kingdom governing the 
preparation and dissemination of financial statements, which may 
vary from legislation in other jurisdictions. The maintenance and 
integrity of the Group’s website is the responsibility of the Directors. 
The Directors’ responsibility also extends to the ongoing integrity of 
the financial statements contained therein.

Directors’ report continued
For the year ended 31 December 2008



49Global Energy Development PLC
Annual Report & Accounts 2008

Auditors
In accordance with the Companies Act 2006, a resolution for  
the reappointment of BDO Stoy Hayward LLP as auditors of  
the Company is to be proposed at the forthcoming Annual  
General Meeting.

All of the Directors have taken all the steps that they ought to have 
taken to make themselves aware of any information needed by the 
Company’s auditors for the purpose of their audit and to establish 
that the auditors are aware of that information. The Directors are  
not aware of any relevant audit information of which the auditors are 
not aware. 

By order of the Board

Mikel Faulkner
Executive Chairman

20 April 2009

Stephen Voss
Vice Chairman

20 April 2009

Global Energy Development PLC
26 Dover Street
London W1S 4LY
UK
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Independent Auditors’ report to the shareholders of 
Global Energy Development PLC
We have audited the Company financial statements (the ‘financial 
statements’) of Global Energy Development PLC for the year ended 
31 December 2008 which comprise the Balance Sheet and the 
related notes. These financial statements have been prepared under 
the accounting policies set out therein.

We have reported separately on the Group financial statements  
of Global Energy Development PLC for the year ended  
31 December 2008.

Respective responsibilities of Directors and Auditors
The Directors’ responsibilities for preparing the financial statements 
in accordance with applicable law and United Kingdom Accounting 
Standards (United Kingdom Generally Accepted Accounting Practice) 
are set out in the Statement of Directors’ Responsibilities.

Our responsibility is to audit the financial statements in accordance 
with relevant legal and regulatory requirements and International 
Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial statements 
give a true and fair view and have been properly prepared in 
accordance with the Companies Act 1985 and whether the 
information given in the Directors’ Report is consistent with those 
financial statements. We also report to you if, in our opinion, the 
Company has not kept proper accounting records, if we have not 
received all the information and explanations we require for our 
audit, or if information specified by law regarding Directors’ 
remuneration and other transactions is not disclosed.

We read other information contained in the Annual Report, and 
consider whether it is consistent with the audited financial 
statements. This other information comprises the Directors’ Report 
only. We consider the implications for our report if we become  
aware of any apparent misstatements or material inconsistencies  
with the financial statements. Our responsibilities do not extend to 
other information. 

Our report has been prepared pursuant to the requirements of the 
Companies Act 1985 and for no other purpose. No person is entitled 
to rely on this report unless such a person is a person entitled to rely 
upon this report by virtue of and for the purpose of the Companies 
Act 1985 or has been expressly authorised to do so by our prior 
written consent. Save as above, we do not accept responsibility for 
this report to any other person or for any other purpose and we 
hereby expressly disclaim any and all such liability.
 

Basis of audit opinion
We conducted our audit in accordance with International Standards 
on Auditing (UK and Ireland) issued by the Auditing Practices  
Board. An audit includes examination, on a test basis, of evidence 
relevant to the amounts and disclosures in the financial statements.  
It also includes an assessment of the significant estimates and 
judgements made by the Directors in the preparation of the financial 
statements, and of whether the accounting policies are appropriate  
to the Company’s circumstances, consistently applied and  
adequately disclosed.

We planned and performed our audit so as to obtain all the 
information and explanations which we considered necessary in 
order to provide us with sufficient evidence to give reasonable 
assurance that the financial statements are free from material 
misstatement, whether caused by fraud or other irregularity or error. 
In forming our opinion we also evaluated the overall adequacy of the 
presentation of information in the financial statements.

Opinion
In our opinion, the financial statements: 

give a true and fair view, in accordance with United Kingdom •	
Generally Accepted Accounting Practice, of the state of the 
Company’s affairs as at 31 December 2008; and 
have been properly prepared in accordance with the Companies •	
Act 1985.

In our opinion, the information given in the Directors’ Report is 
consistent with the financial statements.

BDO STOY HAYWARD LLP
Chartered Accountants and Registered Auditors
55 Baker Street 
London W1U 7EU
UK

20 April 2009
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Company balance sheet
As at 31 December 2008

							       2008	 2007 
						      Note	 $’000	 $’000

Fixed assets
Tangible assets						      4	 207	 352
Investment in subsidiaries						      5	 19,288	 26,701

							       19,495	 27,053

Current assets
Deferred tax assets						      6	 150	 104
Debtors						      7	 37	 102
Short-term deposit						      8	 167	 200
Cash at bank and in hand						      9	 3,223	 777

							       3,577	 1,183
Creditors: amounts falling due within one year						      10	 (3,442)	 (3,096)

Net current assets/(liabilities)							       135	 (1,913)

Total assets less current liabilities							       19,630	 25,140

Non current liabilities
Convertible loan notes						      12	 (16,197)	 (15,810)

Net assets							       3,433	 9,330

Capital and reserves
Called up share capital						      13	 539	 539
Share premium account						      15	 26,439	 26,439
Other reserve						      15	 1,826	 1,826
Profit and loss account						      15	 (25,371)	 (19,474)

Shareholder’s funds							       3,433	 9,330

These financial statements were approved by the Board of Directors and authorised for issue on 20 April 2009 and were signed on its  
behalf by:

	
Mikel Faulkner	 Stephen Voss
Executive Chairman	 Vice Chairman

20 April 2009	 20 April 2009

Global Energy Development PLC
26 Dover Street
London W1S 4LY
UK

The notes on pages 52 to 59 form an integral part of these financial statements.
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1.  Accounting Policies
Basis of Preparation
The financial statements have been prepared under the historical cost convention in accordance with the Companies Act 1985 and UK 
Generally Accepted Accounting Principles (UK GAAP). The following paragraphs describe the main accounting policies under UK GAAP,  
which have been applied consistently.

In accordance with the provisions of section 230 of the Companies Act 1985, the Profit and Loss Account of the Company is not  
presented separately. 

Changes in accounting policies
There have been no changes in accounting policies adopted during the year. 

Investments
Fixed asset investments in subsidiaries are included in the accounts at cost less provision for impairment. 

Tangible assets 
Depreciation is charged on fixed assets so as to write off the cost, less estimated residual value, on a straight-line basis over their useful lives 
of between three and five years. 

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

Current tax, including UK Corporation tax, is provided at amounts expected to be paid (or recovered) using the tax rates and laws that have 
been enacted or substantively enacted by the balance sheet date. 

Deferred tax
Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the balance sheet date where 
transactions or events have occurred at that date that will result in an obligation to pay more, or a right to pay less or to receive more, tax, with 
the following exceptions:

Provision is made for deferred tax that would arise on remittance of the retained earnings of overseas subsidiaries, associates and joint •	
ventures only to the extent that, at the balance sheet date, dividends have been accrued as receivables; and
Deferred tax assets are recognised only to the extent that the Directors consider that it is more likely than not that there will be suitable •	
taxable profits from which the future reversal of the underlying timing differences can be deducted.

Deferred tax is measured on an undiscounted basis at the tax rates are expected to apply in the periods in which timing differences reverse, 
based on the tax rates and laws enacted or substantively enacted at the balance sheet date.

Convertible debt
In accordance with FRS 25, the Company has classified the convertible debt in issue as a compound financial instrument. Accordingly, the 
Company presents the liability and equity components separately on the balance sheet. The classification of the liability and equity 
components is not reversed as a result of a change in the likelihood that the conversion option will be exercised. No gain or loss arises from 
initially recognising the components of the instrument separately. Interest on the debt element of the loan is accreted over the term of the 
loan. Costs associated with the raising of debt are set off against the gross value of monies received.

Share-based payments
The Company has applied the requirements of FRS 20 ‘Share-based payments’, reflecting the economic cost of awarding shares and share 
options to employees and Directors by recording an expense in the profit and loss equal to the fair value of the benefit awarded. The expense 
is recognised in the profit and loss over the vesting period of the award.

Fair value is measured by use of a binomial model which takes into account conditions attached to the vesting and exercise of the equity 
instruments. The expected life used in the model is adjusted, based on management’s best estimate, for the effects of non-transferability, 
exercise restrictions and behavioural considerations. 

Pension costs
The Company contributes to a defined contribution scheme. Contributions are charged to the profit and loss account as they become payable.

Notes to the financial information
For the twelve months ended 31 December 2008
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1.  Accounting Policies continued
Foreign currencies
The functional currency of Global Energy Development PLC is the US Dollar. Transactions in foreign currencies are recorded using the rate of 
exchange ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are translated using the rate of 
exchange ruling at the balance sheet date. Exchange gains or losses on translation are included in the profit and loss account.

Leases
Operating leases and the corresponding rental charges are charged to the profit and loss on a straight-line basis over the life of the lease. 
Assets under finance leases are included under tangible fixed assets at their capital value and depreciated over their useful lives. Capital value 
is defined as the amount equal to the fair value of the leased property or, if lower, the present value of the minimum lease payments, each 
determined at the inception of the lease. Lease payments consist of capital and finance charge elements; the finance charge element is 
charged to the profit and loss account.

2.  Operating profit
							       2008	 2007 
							       $’000	 $’000

Operating profit is stated after charging:

Staff Costs (see Note 3) 							       2,590	 2,736

Office lease costs							       197	 358

Shareholder relations expenses							       458	 310

Insurance expense							       25	 155

Depreciation							       123	 125

Auditor’s fees							       15	 30

The Company audit fee for the year is $15,000 (2006: $30,000).

3.  Staff costs 
							       2008	 2007 
							       $’000	 $’000

Wages and salaries							       2,289	 1,759

Social security costs and other payroll taxes							       112	 191

Insurances and other benefits							       187	 186

Other pension costs – defined contribution							       29	 45

Severance payments							       –	 75

Share-based payments (Note 14) 							       165	 480

Total employee costs							       2,782	 2,736

At 31 December 2008, all staff costs of Company employees are included in the Company accounts.

The average number of Company employees (including Executive Directors) was:
							       2008	 2007 
							       $’000	 $’000

Management and administrative							       8	 8

Total Company employees							       8	 8

 
The disclosures relating to the Directors’ remuneration for the current and prior year, as well as share holdings and share options interests are 
included in the Directors’ report on pages 47 to 49. 
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4.  Property, plant and equipment
							       Office 
							       equipment 
							       and other	 Total 
							       $’000	 $’000

Cost:
At 1 January 2008 							       1,178	 1,178

Disposals							       (27)	 (27)

At 31 December 2008							       1,151	 1,151

Depreciation:
At 1 January 2008							       (826)	 (826)

Provided during the year							       (123)	 (123)

Disposals							       5	 5

At 31 December 2008							       (944)	 (944)

Net book value at 31 December 2008							       207	 207
Net book value at 31 December 2007 							       352	 352

5.  Investments in Subsidiaries
								        $’000

At 1 January 2008								        26,701

Reductions								        (7,413)

At 31 December 2008								        19,288

Included within investments in subsidiaries are intergroup loans. The reduction in investments in subsidiaries is primarily related to cash 
proceeds on intergroup loans from Colombia operations transferred to the Company and used to fund Company expenses.

The principal subsidiary undertakings in which the Company’s interest at the year end is equal to or more than 50% are as follows (these 
undertakings are included on consolidation):

							       Class	 Proportion 
					     Country of		  of share	 held by the 
Held directly					     incorporation		  capital held	 Company

Harken de Colombia				    Cayman Islands		  Ordinary	 100%

Harken de Colombia Holdings, Ltd.				    Cayman Islands		  Ordinary	 100%

Harken de Colombia II, Ltd.				    Cayman Islands		  Ordinary	 100%

Harken de Colombia III, Ltd. 				    Cayman Islands 		  Ordinary 	 100%

Harken South America, Ltd. 				    Cayman Islands 		  Ordinary 	 100%

Harken de Peru Holdings, Ltd. 				    Cayman Islands 		  Ordinary 	 100%

Harken del Peru Limitada 				    Cayman Islands 		  Ordinary 	 100%

Harken de Panama Holdings, Ltd. 				    British Virgin Islands 		  Ordinary 	 100%

Harken de Panama, Ltd. 				    British Virgin Islands 		  Ordinary 	 100%

Global Energy Management Resources, Inc.				    United States 		  Ordinary 	 100%

The following branches are included in the subsidiaries listed above:

Harken de Colombia Ltd. 				    Colombian Branch 	 Indirect holding 	 100%

Harken de Colombia II, Ltd. 				    Colombian Branch 	 Indirect holding 	 100%

Harken del Peru Limitada 				    Peruvian Branch 	 Indirect holding 	 100%

Harken de Panama, Ltd. 				    Panamanian Branch 	 Indirect holding 	 100%

All of the above companies and branches are engaged in oil and gas exploration.

Notes to the financial information continued
For the twelve months ended 31 December 2008
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6.  Deferred taxation
								        2008 
						      Timing	 Deferred	 Deferred 
						      differences	 tax asset	 tax charges/ 
						      $’000	 $’000	 (Credits)

As at 1 January 2008						      371	 104	 –
Movement in timing differences						      166	 46	 (46)
As at 31 December 2008						      537	 150	 –

Timing differences reflect the difference between tax basis and net book carrying values of office equipment and miscellaneous assets 
described in Note 4.

7.  Debtors
							       2008	 2007 
							       $’000	 $’000

Other debtors							       14	 47

Prepayments							       23	 55

							       37	 102

All amounts fall due for payment within one year.

8.  Short-term investments
							       2008	 2007 
							       $’000	 $’000

Dollar denominated investments							       167	 200

The Company has established US Dollar denominated Certificates of Deposit with restricted access and varying maturity dates as guarantees 
for Letters of Credit required for performance assurance on oil and gas fields and office rental contracts. At 31 December 2008, the Company 
maintained one Certificate of Deposit totalling $100,000 (2007: $100,000) supporting oil and gas fields and one Certificate of Deposit in the 
amount of $67,000 (2007: $100,000) supporting one office rental contract. There are no material differences between the carrying amounts 
of the financial assets and their fair values.

9.  Cash at bank and on hand
							       2008	 2007 
							       $’000	 $’000

Cash in bank and on hand							       3,223	 777

All cash balances constitute demand deposits or short-term investments available at call and held in US Dollars and British Pounds Sterling. 

10.  Creditors: falling due within one year
							       2008	 2007 
							       $’000	 $’000

Trade creditors							       171	 26

Amounts owed to subsidiaries							       2,348	 2,348

Accrued liabilities							       719	 410

Short-term loans payable							       204	 312

							       3,442	 3,096

Trade creditors reflect balances owed on invoices received from vendors and contractors related to active projects in progress at the end  
of each period. Accrued liabilities reflect amounts due to vendors and contractors but for which no invoices were received by year-end.  
The increase in trade creditors and accrued liabilities was primarily related to Colombia activities to be paid in US Dollars on behalf of  
the subsidiary.
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11.  Creditors: falling due in more than one year
							       2008	 2007 
							       $’000	 $’000

Convertible loan notes (see note 12)							       16,197	 15,810

12.  Convertible loan notes 
							       2008	 2007 
							       $’000	 $’000

Balance bought forward							       15,810	 15,425

Accreted interest							       387	 385

Balance carried forward							       16,197	 15,810

On 8 December 2006, the Company entered into a fixed-rate loan agreement for $11,903,000 in convertible notes (“2006 loan notes”). 
Unless previously redeemed, converted or purchased and cancelled, the notes are repayable in full on 8 December 2012. If the Company 
redeems the loan notes prior to 8 December 2009, an early redemption penalty of 8% on the outstanding balance is payable. 

A portion of the previous loan notes from the loan agreement entered into on 30 October 2005 (“2005 loan notes”) was partly extinguished 
($6,702,000) and re-invested in the 2006 loan notes. A balance of $5,798,000 in 2005 loan notes remains outstanding. The Group raised an 
additional $5,201,000 in cash from this financing transaction.

All loan notes incur an interest charge of 5% per annum for the first three years, 6% per annum for the next two years and thereafter an 
interest rate of 7%. Interest is payable quarterly. The effective interest rate is therefore 5.85%. Holders of the 2006 loan notes have the right 
to convert the outstanding amount (or part thereof) into ordinary shares at a fixed exchange rate of $1.90:£1 and at a fixed price of 179p at 
any time. Holders of the 2005 loan notes have the right to convert the outstanding amount (or part thereof) into ordinary shares at a fixed 
exchange rate of $1.78:£1 and at a fixed price of 305.8p at any time. The loan notes are not secured against any assets of any Group 
company. In accordance with the provisions of FRS 25, the Company has determined the convertible loan note issue to be a compound 
financial instrument requiring a proportion of the loan to be classified as equity. The reclassified element represents the difference between 
the fair value of a similar liability with no equity conversion option and the fair value of the existing loan in current terms. Accordingly, an 
amount of $512,000 was reclassified to equity in 2006. Total costs incurred in raising the loan amounts in 2006 were $325,000 of which 
$32,000 was reclassified to equity. The remainder was debited against the carrying value of the notes. Accreted interest is charged to the profit 
and loss over the life of the notes. The effective interest rate is 5.96%. 

13.  Share capital
				    2008			   2007 
				    Number	 2008		  Number	 2007 
				    of shares	 $’000		  of shares	 $’000

Authorised

Ordinary shares of 1p each				   70,000,000	 1,071	 70,000,000	 1,071

Unclassified shares of £1 each				    50,000	 92	 50,000	 92

Allotted, called up and fully paid

Ordinary shares of 1p each				   35,328,428	 539	 35,328,428	 539

The ordinary shares confer the right to vote at general meetings of Global Energy Development PLC, to a repayment of capital in the event of 
liquidation or winding up and certain other rights as set out in Global Energy Development PLC’s articles of association. 

The ordinary shares also confer the right to receive dividends if declared by the Directors and approved by the Company. The unclassified 
shares do not carry any rights.

Notes to the financial information continued
For the twelve months ended 31 December 2008
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14.  Share-based payments
Discretionary share option incentive plan
The Company periodically grants share options to employees and Directors, as approved by the Board of Directors. At 31 December 2008 
and 31 December 2007 the following share options were outstanding in respect of the ordinary shares:

Year ended 31 December 2008

Year of	 Number	 Issued		  Exercised	 Number			   Price 
Grant	 of shares	 in year	 Lapsed	 in year	 of shares	 Start date	 End date	 per share

2002	 2,915,196	 –	 –	 –	 2,915,196	 31.01.2002 	 31.01.2012 	 50.0p

2002	 30,000	 –	 –	 –	 30,000	 08.08.2002 	08.08.2012 	 54.5p

2004	 675,000	 –	 –	 –	 675,000	 03.12.2004 	 03.12.2014 	 151.1p

2005	 180,000	 –	 (50,000)	 –	 130,000	 08.12.2005 	 08.12.2015 	 265.1p

2006	 325,000	 –	 (325,000)	 –	 –	 13.09.2006	 13.09.2016	 174.5p

2007	 200,000	 –	 (150,000)	 –	 50,000	 13.06.2007	 13.06.2017	 85.7p

2008	 –	 825,000	 (150,000)	 –	 675,000	 11.02.2008	 11.02.2018	 100.0p

2008	 –	 100,000	 –	 –	 100,000	 15.07.2008	 15.07.2018	 113.3p

2008	 –	 710,000	 –	 –	 710,000	 11.12.2008	 11.12.2018	  70.0p

Total	 4,325,196	 1,635,000	 (675,000)	 –	 5,285,196			 

Year ended 31 December 2007

Year of	 Number	 Issued		  Exercised	 Number			   Price 
Grant	 of shares	 in year	 Lapsed	 in year	 of shares	 Start date	 End date	 per share

2002	 2,915,196	 –	 –	 –	 2,915,196	 31.01.2002 	 31.01.2012 	 50.0p

2002	 30,000	 –	 –	 –	 30,000	 08.08.2002 	 12.08.2012 	 54.5p

2004	 675,000	 –	 –	 –	 675,000	 03.12.2004 	 03.12.2014 	 151.1p

2005	 240,000	 –	 (60,000)	 –	 180,000	 08.12.2005 	 08.12.2015 	 265.1p

2006	 325,000	 –	 –	 –	 325,000	 13.09.2006	 13.09.2016	 174.5p

2007	 –	 200,000	 –	 –	 200,000	 13.06.2007	 13.06.2017	 85.7p

Total	 4,185,196	 200,000	 (60,000)	 –	 4,325,196			 

The Company’s mid-market closing share price at 31 December 2008 was 67.5p (31 December 2007: 83.5p). The highest and lowest 
mid-market closing share prices during the year were 129.0p (2007: 140.0p) and 65.0p (2007: 82.5p) respectively.

The options are granted to employees and vest conditionally upon their employment with the Company evenly over a three year vesting 
period, exercise of the vested options is conditional upon the individual being employed by the Company at the date of exercise. 
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14.  Share-based payments continued
The fair values of awards granted under the Group’s option plan have been calculated using a variation of a binomial option pricing model that 
takes into account factors specific to share incentive plans such as the vesting periods, estimated share price volatility, the expected dividend 
yield on the Company’s shares and expected exercise of share options. The following principal assumptions were used in the valuation: 

	 Share price						      Risk-free 
	 at date	 Exercise				    Dividend	 investment	 Employee 
Grant date	 of grant	 price	 Volatility		  Option life	 yield	 rate	 turnover

3 Dec 2004	 151.1p	 151.1p	 36.73%	 3 Dec 2014	 0%	 4.645%	 3.7 years

8 Dec 2005	 265.1p	 265.1p	 33.02%	 8 Dec 2015	 0%	 4.226%	 3.3 years

13 Sep 2006	 174.5p	 174.5p	 40.68%	 13 Sep 2016	 0%	 4.568%	 4.3 years

13 Jun 2007	 85.7p	 85.7p	 30.99%	 13 Jun 2017	 0%	 5.416%	 4.0 years

11 Feb 2008	 82.4p	 100.0p	 53.14%	 11 Feb 2018	 0%	 4.492%	 4.2 years

15 Jul 2008	 113.3p	 113.3p	 53.14%	 15 Jul 2018	 0%	 5.165%	 3.0 years

11 Dec 2008	 67.5p	 70.0p	 55.63%	 11 Dec 2018	 0%	 4.492%	 3.8 years

Volatility has been based on a Volatility Cone calculation model using the historic share price two years prior to each grant date and assigning 
a probability weighting. Volatilities were selected between the median and the 75th percentile calculations.

Based on above assumptions the fair values of the options granted are estimated to be:

Grant date								        Fair value

3 Dec 2004								        51p

8 Dec 2005								        76p

13 Sep 2006								        66p

13 Jun 2007								        28p

11 Feb 2008								        47p

15 Jul 2008								        46p

11 Dec 2008								        32p

Expense arising from share-based payments:

Based on the above fair values and the Company’s expectations of employee turnover, the expense arising from equity-settled share  
options and share awards made to employees was $165,000 for the period (2007: $480,000). There were no other share-based  
payment transactions.

Notes to the financial information continued
For the twelve months ended 31 December 2008
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15.  Movement on reserves
						      Share	 Profit	  
						      premium	 and loss	 Other 
						      account	 account	 reserve 
						      $’000	 $’000	 $’000

At 1 January 2008						      26,439	 (19,474)	 1,826

Retained (loss) for financial year						      –	 (6,062)	 –

Share-based payment						      –	 165	 –

At 31 December 2008						      26,439	 (25,371)	 1,826

16.  Contingent liabilities
The Company did not have any contingent liabilities in either 2007 or 2008.

17.  Reconciliation of movements in shareholders’ funds
							       2008	 2007 
Company							       $’000	 $’000

Loss for financial year							       (6,062)	 (5,586)

Increase in option reserve							       165	 480

Opening shareholder’s funds							       9,330	 14,436

Closing shareholder’s funds							       3,433	 9,330

18.  Related party disclosures
David Quint is a Director of the Company and a director of RP&C International Ltd. RP&C International Ltd. provided certain corporate finance 
services during 2007 and 2008.
						      Amounts		  Amounts 
						      owed from/		  owed from/ 
						      (to) related		  (to) related 
					     Services	 parties as at	 Services	 parties as at 
					     provided	31 December	 provided	 31 December 
					     2008	 2008	 2007	 2007 
					     $’000	 $’000	 $’000	 $’000

RP&C International Ltd.					     26	 –	 17	 –

19.  Post balance sheet events
There are no post balance sheet events to be disclosed.
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Global Energy Development PLC is a petroleum 
exploration and production company focused on 
Latin America, an area in which the management 
team has decades of operating experience and in 
which they have pursued a long-term strategy of 
finding and developing reserves.

The Company held as at 20 April 2009 seven contracts in the countries  
of Colombia, Peru and Panama.

The Company’s balanced portfolio of contracts comprises a base of 
production, development drilling and workover opportunities and  
several high-potential exploration projects.

The Company intends to continue increasing the asset value of its 
portfolio focused in Latin America by utilising the cash flow from current 
production to advance certain projects whilst looking for partners for 
other projects which should allow their value to be realised more quickly.

The Company’s ordinary shares have been traded on AIM, a market 
operated by the London Stock Exchange, since March 2002 (LSE-AIM: 
“GED”).
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