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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no 

responsibility for the contents of this announcement, make no representation as to its accuracy or 

completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in 

reliance upon the whole or any part of the contents of this announcement. 
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*
 

(Incorporated in Bermuda with limited liability) 
(Stock Code: 7) 

  
DISCLOSEABLE TRANSACTIONS 

REGARDING THE AMENDED AND RESTATED ASSET EXCHANGE 

AGREEMENT 
 

On 15 August 2011, the Company’s wholly-owned subsidiaries, KTE and PPP, entered into the 
Agreement with Groundstar to amend and restate the Original Exchange Agreement.  Pursuant to 
the terms of the Agreement, Groundstar agreed to transfer to PPP the GRE Participating Interest 
and certain casing inventory, in consideration of which, PPP agreed to transfer to Groundstar the 
PPP Participating Interest and refund to Groundstar the Trust Money. 

As the applicable percentage ratios under Chapter 14 of the Listing Rules are 5% or more but less 
than 25%, the transactions contemplated under the Agreement constitute discloseable transactions 
for the Company under the Listing Rules. 

THE AGREEMENT 

References are made to the Company’s announcements dated 26 January 2010 and 13 April 2011, 
respectively, in relation to the Original Exchange Agreement pursuant to which PPP and KTE, 
wholly-owned subsidiaries of the Company, agreed to exchange the Swap Interest for the GRE 
Participating Interest held by Groundstar.  On 15 August 2011, KTE and PPP entered into the 
Agreement with Groundstar to amend and restate the Original Exchange Agreement.  The 
principal terms of the Agreement are as follows: 

Date: 

15 August 2011 

Parties: 

(a) KTE; 

(b) PPP; and 

(c) Groundstar. 

 
* For identification purposes only  
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PPP is a wholly-owned subsidiary of KTE, which in turn is wholly-owned by the Company.  KTE 
is an investment holding company and PPP is engaged in the principal business of oil and gas 
exploration and production in Egypt and in particular in relation to the WKO Concession.  

Groundstar is an oil and gas company whose securities are publicly traded in Canada.  They are 
pursuing exploration opportunities in Guyana, North Africa and the Middle East. 

To the best of the Directors’ knowledge, information and belief having made all reasonable 
enquiry, save as set out in this announcement, Groundstar and its ultimate beneficial owners are 
third parties independent of the Company and its connected persons. 

Assets to be exchanged 

Pursuant to the terms of the Agreement, Groundstar agreed to transfer to PPP the GRE 
Participating Interest and certain casing inventory, in consideration of which, PPP agreed to 
transfer to Groundstar the PPP Participating Interest and refund to Groundstar the Trust Money.  
At the direction of PPP, Groundstar will convey and deliver the GRE Participating Interest to KTE 
unless otherwise required by GANOPE.  

Under the Agreement, if Groundstar sells or transfers the Additional Interest to any third party for 
a consideration of more than US$230,000, Groundstar will pay to PPP a sum equivalent to 50% of 
the amount over and above the said sum of US$230,000 within 7 days of its receipt of the 
consideration.   

Completion 

Within 5 days of execution of the Agreement, PPP will cause KTE to refund to Groundstar the 
Trust Money and the parties will enter into assignment documents in respect of the PPP 
Participating Interest, the GRE Participating Interest and the casing inventory interest to be 
transferred under the Agreement.  Upon receipt of the relevant government approval, or such later 
date if mutually agreed between the parties, completion of the assignment of the GRE Participating 
Interest and the PPP Participating Interest will be effected.   

Regardless of whether the relevant government approval has been obtained or whether Completion 
has taken place: 

(a) the rights and obligations in respect of the GRE Participating Interest and the rights and 
obligations in respect of the Swap Interest are deemed to have been transferred and 
conveyed to PPP (or KTE) and Groundstar, respectively, with effect from 27 November 
2009; and 

(b)  the rights and obligations in respect of the Additional Interest are deemed to have been 
transferred and conveyed to Groundstar with effect from 1 April 2011. 

Until Completion,  

(i) KTE will continue to perform and discharge any and all obligations pursuant to the WEEM 
Concession and the WEEM JOA that are attributable to the GRE Participating Interest and 
which are attributable for the period from and after 27 November 2009; 

(ii) Groundstar will continue to perform and discharge, or cause to be performed and 
discharged, any and all obligations pursuant to the WKO Concession and the WKO JOA 
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that are attributable to the Swap Interest and which are attributable for the period from and 
after 27 November 2009; and 

(ii) Groundstar will continue to perform and discharge, or cause to be performed and 
discharged, any and all obligations pursuant to the WKO Concession and the WKO JOA 
that are attributable to the Additional Interest and which are attributable for the period from 
and after 1 April 2011. 

There is no longer any long stop date for the Agreement. 

INFORMATION ON THE ASSETS SUBJECT OF THE AGREEMENT 

The WEEM Concession and the WKO Concession are oil concession rights given by the Egyptian 
government in relation to exploration and extraction in the oil fields of Block 2 WEEM and Block 
3 WKO respectively.  The exploration period granted by the Egyptian government for both Block 
2 WEEM and Block 3 WKO was eight years from September 2006. After the successful 
exploration of oil, the Egyptian government will grant further twenty years for the extraction 
period for both Block 2 WEEM and Block 3 WKO.  Block 2 WEEM is operated by APEL and 
Block 3 WKO is operated by Aegean, an independent third party. 

The PPP Participating Interest to be sold under the Agreement by PPP represents PPP’s 40% 
participating interest in the WKO Concession and the WKO JOA. After the disposal of the PPP 
Participating Interest, the Group will have no interest in the WKO JOA. 

The GRE Participating Interest to be acquired by the Group under the Agreement represents 20% 
participating interest in the WEEM Concession and the WEEM JOA.  The remaining 80% 
participating interest is currently held by APEL, whose largest shareholder is KTE and which is 
under the control of the Group.  Following Completion, the Group will have 60% working interest 
in the WEEM Concession while responsible for 100% payment obligation under the WEEM 
Concession. 

REASONS FOR THE TRANSACTION 

The Group is currently holding two exploration assets: 40% working interest in the WEEM 
Concession and 40% working interest in the WKO Concession. 

In respect of Block 2 WEEM, the Group is the operator and has in the third exploratory wells 
discovered high quality light crude oil (38 API gravity). This discovery marks a significant 
progress in this exploration block. Not only does this discovery differentiates the WEEM 
Concession from other green fields, it also endorses the original belief of the Group that light 
crude oil does exist in the WEEM Concession when the Group invested in it a few years ago. The 
data collected from this well has enhanced the understanding over the stratigraphy or the 
geological structure of the area. 

In Block 3 WKO, when Groundstar was the operator, Groundstar acquired 700 kilometres 2D 
seismic data. Groundstar subsequently sold its 60% working interest to Aegean in 2010 and since 
then Aegean has become the operator of Block 3 WKO.  Aegean drilled two exploratory wells, 
namely, WKO-1X and WKO-3X, in early 2011.  WKO-1X was spudded on 5 January 2011 and 
was drilled to 3,253 feet.  The well encountered thick Cretaceous shale and sandstone intervals. 
Although C1-C3 gas readings were detected in the lower parts of the Cretaceous sedimentary 
section, no hydrocarbon bearing reservoirs were encountered.  No test was run and the well was 
abandoned in January 2011.  WKO-3X was spudded on 7 March 2011 and reached basement at 
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2,523 feet. WKO-3X was approximately 100km southwest of the WKO-1X.  It was abandoned on 
4 April 2011.   

Block 3 WKO is a highly unexplored block with very sparse geological and geophysical data 
coverage.  Further substantial cost in exploration activities is expected.  In order to earn the 
continuation of the exploration license, the minimum requirement is to drill two more wells by 
September 2014. 

By entering into the Agreement, the Group is free from investing further to the exploration 
activities in WKO.   Given that the Company is not yet fully comfortable that all ripple effect of 
the unrest in Egypt is settled, the Company would adopt a prudent approach by withholding any 
drilling plan in Block 2 WEEM in near term.  The Company will continue to explore other 
investment opportunities in exploration or production block in other areas. 

Having considered the exploratory risk and benefits as outlined above and the fact that the Group 
is the operator in Block 2 WEEM but not in Block 3 WKO, the Board (including the independent 
non-executive Directors) is of the view that the entering into of the Agreement is on normal 
commercial terms and the terms of the Agreement are fair and reasonable and in the interest of the 
Shareholders and the Company as a whole. 

POSSIBLE FINANCIAL EFFECT OF THE TRANSACTION 

The Transaction is in effect an asset swap deal and there will be no cashflow involved.  As at 31 
December 2010, the value of the exploration and evaluation assets as recorded in the consolidated 
financial statements was approximately HK$320 million of which $279.7 million is in relation to 
Block 2 WEEM and $40.3 million is in relation to Block 3 WKO. Upon the execution of the 
Agreement, the Company will first reclassify the Additional Interest which was “Assets classified 
as held for sales” with a value of approximately HK$15.5 million, to exploration and evaluation 
assets and then write off approximately HK$13.8 million as impairment loss on exploration and 
evaluation assets. The current assets of the Company will be increased by approximately HK$1.7 
million for the casing inventory and at the same time the exploration and evaluation assets will be 
reduced by the same amount of HK$1.7 million. There is no financial effect on the Swap Interest.  
As a result, the value of exploration and evaluation asset will remain unchanged at HK$320 
million but it will be in relation to working interest in Block 2 WEEM only. A loss attributable to 
owners of the Company for the amount of HK$13.8 million will be recognized in the current 
financial year.  

GENERAL 

The Company is an investment holding company listed on the Stock Exchange with its 
subsidiaries principally engaged in the provision of financial services and oil and gas exploration 
and production. 

As the relevant applicable ratios under Chapter 14 of the Listing Rules are 5% or more but less 
than 25%, the transaction contemplated under the Agreement constitutes a discloseable transaction 
for the Company under the Listing Rules. 

DEFINITIONS 

In this announcement, unless the context otherwise requires, the following expressions will have 
the following meaning: 
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“Additional Interest” a 20% undivided participating interest in the WKO 
Concession and the WKO JOA held by PPP as derived 
and held pursuant to the WKO Concession and the WKO 
JOA 

“Agreement” the amended and restated asset exchange agreement dated 
15 August 2011 entered into between KTE, PPP and 
Groundstar, particulars of which are set out in the 
paragraph headed “The Agreement” of this 
announcement 

Aegean Aegean Energy Egypt Ltd, a company incorporated under 
the laws of the Republic of Cyprus and currently holds 
60% working interest in Block 3 WKO 

“APEL” Aminex Petroleum Egypt Limited, a company 
incorporated under the laws of the British Virgin Islands 
and whose largest shareholder is KTE 

“Block 2 WEEM” an onshore exploration block known as Block 2 West Esh 
E1 Mallaha located in the Eastern Desert, Egypt 

“Block 3 WKO” an onshore exploration block known as Block 3 West 
Kom Ombo located in the Western Desert, Egypt 

“Board” the board of Directors 

“Company” Karl Thomson Holdings Limited, a company 
incorporated in Bermuda with limited liability, the shares 
of which are listed on the main board of the Stock 
Exchange 

“Completion” completion of the Agreement 

“connected person(s)” has the meaning ascribed to it under Chapter 1 of the 
Listing Rules and as extended by Chapter 14A of the 
Listing Rules 

“Directors” the directors of the Company 

“Egypt” the Arab Republic of Egypt 

“GANOPE” Ganoub El Wadi Petroleum Holding Company, one of the 
principal entities under the Ministry of Petroleum and 
established in accordance with the prime minister decree 
no. 1755/2002 to manage and supervise all the petroleum 
activities for concessions located under latitude line N 28 
in Egypt 

“GRE Participating Interest” the 20% undivided participating interest in the WEEM 
Concession and the WEEM JOA held by Groundstar as 
derived and held pursuant to the WEEM Farmin, the 
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WEEM Concession and the WEEM JOA 

“Groundstar” Groundstar Resources Egypt (Barbados) Inc., a company 
established under the laws of [Egypt] 

“Group” the Company and its subsidiaries 

“Hong Kong” the Hong Kong Special Administrative Region of the 
PRC 

“HK$” Hong Kong dollars, the lawful currency of Hong Kong 

“Listing Rules” the Rules Governing the Listing of Securities on the 
Stock Exchange 

“KTE” Karl Thomson Energy Limited, a company incorporated 
under the laws of the British Virgin Islands and a wholly-
owned subsidiary of the Company 

“Original Exchange Agreement” the agreement dated 25 January 2010 entered into 
between PPP and Groundstar, as supplemented on 8 
November 2010 and 8 April 2011, respectively 

“PPP” Pan Pacific Petroleum Egypt Pty Limited, a company 
incorporated under the laws of Australia and a wholly-
owned subsidiary of the Company 

“PPP Participating Interest” collectively, the Additional Interest and the Swap Interest 

“PRC” the People’s Republic of China, which, for the purpose of 
this announcement, excludes Hong Kong, Macau Special 
Administrative Region of the PRC and Taiwan 

“Shareholder(s)” holder(s) of the Shares 

“Shares” shares of HK$0.1 each in the issued capital of the 
Company 

“Stock Exchange” The Stock Exchange of Hong Kong Limited 

“Swap Interest” a 20% undivided participating interest in the WKO 
Concession and the WKO JOA held by PPP as derived 
and held pursuant to the WKO Concession and the WKO 
JOA, which interest was the subject of the Original 
Exchange Agreement 

“Trust Money” the balance of US$379,943.19 held by KTE on trust for 
Groundstar in respect of a portion of the security for the 
obligations of the contractor under the WEEM 
Concession attributable to the GRE Participating Interest 

“US$” United States dollar, the lawful currency of the United 
States of America 
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States of America 

“WEEM Concession” the Concession Agreement for Petroleum Exploration and 
Exploitation between Egypt, GANOPE and one of 
subsidiaries of the Group in relation to Block 2 WEEM 
approved on 30 May 2006 by the President of Egypt 

“WEEM Farmin” the agreement dated 18 December 2006 entered into 
between Groundstar and APEL in respect of the WEEM 
Concession 

“WEEM JOA” the joint operating agreement entered into between 
Groundstar and APEL on 15 April 2007 in respect of the 
WEEM Concession 

“WKO Concession” the Concession Agreement for Petroleum Exploration and 
Exploitation between Egypt, GANOPE and APEL in 
relation to Block 3 WKO approved on 30 May 2006 by 
the President of Egypt 

“WKO JOA” the joint operating agreement entered into between 
Aegean Energy Egypt Limited and PPP on 28 November 
2006 in respect of the WKO Concession 

“%” per cent. 

 

 

By order of the Board 

Karl Thomson Holding Limited 

Lam Kwok Hing 

Chairman 

 
 
Hong Kong, 15 August 2011 
 

As at the date of this announcement, the executive Directors are Mr. Lam Kwok Hing and Mr. 

Nam Kwok Lun, and the independent non-executive Directors are Mr. Chen Wei-ming, Eric, Mr. 

Kwan Wang Wai, Alan and Mr. Ng Chi Kin, David. 

 

 

 


