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DEFINITIONS

The following definitions apply throughout this document, unless the context otherwise requires:

“Act” or “Companies Act” the Companies Act 1985

“Admission” the admission of the Enlarged Share Capital to trading on AIM
and such admission becoming effective in accordance with the
AIM Rules

“Admission Document” this document, drawn up in accordance with the AIM Rules

“AIM” the market of that name operated by the London Stock Exchange

“AIM Rules” the rules of the London Stock Exchange governing admission to
and the operation of AIM as amended from time to time

“Ambrian Partners” Ambrian Partners Limited

“Arden Partners” Arden Partners Limited

“Articles of Association”
or “Articles”

the articles of association of the Company adopted on 1 August
2005, conditional on Admission and with effect from Admission

“Certificated or in certificated
form”

the description of a share or security which is not in uncertificated
form (that is, not in CREST)

“Combined Code” the principles of good governance and code of best practice dated
July 2003 appended to the Listing Rules of the UKLA

“Company” or “Rockhopper” Rockhopper Exploration plc

“CREST” the relevant system (as defined in the CREST Regulations) for
paperless settlement of share transfers and the holding of shares
in uncertificated form which is administered by CRESTCo

“CRESTCo” CRESTCo Limited, the operator of CREST

“CREST Regulations” the Uncertificated Securities Regulations 2001

“Desire” Desire Petroleum plc

“Directors” or the “Board” the directors of the Company, whose names appear on page 3 of
this document

“Enlarged Share Capital” the share capital of the Company immediately following
Admission consisting of the Existing Ordinary Shares and the
Placing Shares

“Existing Ordinary Shares” the 36,060,320 Ordinary Shares in issue as at the date of this
document

“Farm-in Agreement” the agreement dated 1 July 2005 between the Company and
Desire, further details of which are set out in paragraph 8 of
Part V of this document

“FSA” Financial Services Authority

“Group” or “Rockhopper
Group”

the Company and its subsidiary undertakings

“FSMA” the Financial Services and Markets Act 2000

“Joint Brokers” Arden Partners and Ambrian Partners

“Licences” the four off-shore production licences granted by the
Government of the Falkland Islands in which the Group has a
100 per cent. interest

“London Stock Exchange” London Stock Exchange plc

“North Falkland Basin” or
“Basin”

an area lying to the north of the Falkland Islands in relation to
which the Crown in the right of government of the Falkland
Islands exercises jurisdiction over the exploration and the
exploitation of the non-living resources of the seabed and
sub-soil
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“Official List” the Official List of the UK Listing Authority

“Options” the options over Ordinary Shares granted pursuant to the Share
Option Schemes

“Ordinary Shares” the ordinary shares of 1 penny each in the capital of the Company

“Optionholder” an individual who has been granted and holds Options over
Ordinary Shares

“Orderly Market Deed” the deed dated 9 August 2005 between certain shareholders of
the Company (1), the Company (2) and the Joint Brokers (3)
whereby those shareholders agreed to restrict the manner in
which they deal in the Ordinary Shares held by them in certain
respects

“Placing” the conditional placing by the Joint Brokers on behalf of the
Company of the Placing Shares on the terms and subject to the
conditions set out in the Placing Agreement

“Placing Agreement” the conditional agreement dated 9 August 2005 between the
Company (1), the Directors (2) and the Joint Brokers (3), further
details of which are set out in paragraph 8 of Part V of this
document

“Placing Price” 42p per Placing Share

“Placing Shares” 35,714,285 new Ordinary Shares which are the subject of the
Placing

“Shareholder” any holder of Ordinary Shares

“Share Option Schemes” the Rockhopper Exploration plc Unapproved Employee
Share Option Scheme and the Rockhopper Exploration plc
Unapproved Non-Employee Share Option Scheme, further
details of which are set out in paragraph 6 of Part V of this
document

“subsidiary” and “subsidiary
undertaking”

have the meanings given to them by the Act

“UK” or “United Kingdom” the United Kingdom of Great Britain and Northern Ireland

“UK Listing Authority” the FSA, acting in its capacity as the competent authority for the
“UKLA” purpose of Part VI of FSMA

“uncertificated” or “in
uncertificated form”

recorded on the relevant register of the share or security
concerned or as being held in uncertificated form in CREST and
title to which, by virtue of the CREST Regulations, may be
transferred by means of CREST

“US” or “USA” or
“United States”

the United States of America, its territories and possessions, any
state of the United States of America and the District of Columbia
and all other areas subject to its jurisdiction
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GLOSSARY OF TERMS

The following glossary of terms applies throughout this document, unless the context otherwise
requires:

2D seismic data reflection seismic data or a group of seismic lines acquired
individually such that there are typically significant gaps
(commonly 1 km or more) between adjacent lines. 2D seismic
data contains sufficient information to permit mapping of the
geological structure of the subsurface

3D seismic data reflection seismic data acquired at sufficient density that there are
typically no significant gaps in the surface coverage so that 3D
images and models of the geological structure of the subsurface
can be interpreted

AAPG American Association of Petroleum Geologists

API American Petroleum Institute units of specific gravity of liquid
hydrocarbon

bbl barrel(s)

Bcf billion cubic feet (of gas)

BGS British Geological Survey

Barremian a chronostratigraphic sub-division of the early Cretaceous period

boe barrels of oil equivalent

bopd barrels of oil per day

CALM buoy Catenary Anchor Leg Mooring

Cenozoic an era in geological history lasting from 65 million years ago to
the present

CoS chance of success

Cretaceous a period in geological history about 65 to 141 million years ago

Devonian a period of geological history about 360 to 410 million years ago

DHI direct hydrocarbon indicator

DSDP Deep Sea Drilling Project

EI Effective Beneficial Interest

FPSO Floating Production, Storage and Offtake vessel

FWHP flowing wellhead pressure

FVF Formation Volume Factor – the ratio of the volume of a barrel of
oil at reservoir conditions to that at standardised surface
conditions (14.7psia and 60� F)

GOC gas-oil-contact

GOR gas:oil ratio

graben a downthrown block of sediments bounded by faults

GRV gross rock volume

GWC gas-water-contact

Hydrocarbon oil and/or gas and/or condensate

Jurassic a period in geological history about 141 to 205 million years ago

Kerogen material derived from living matter incorporated in sedimentary
rocks which, when heated for a sufficient length of time, will form
oil and/or gas

km kilometre

km2 or sq. km. kilometres squared

Kr relative permeability
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lacustrine an environment of depositation in lakes, or an area having lakes,
which can form organic rich source rocks

Lead a structure that requires further technical appraisal prior to a
decision to drill or not

Mesozoic an era in geological history about 65 to 251 million years ago

M, MM, B thousands, millions, billions respectively

Ma million years

Mbo/d thousands of barrels per day

ML values Most Likely (equivalent to Best technical estimate)

mmbbls million barrels of oil

Mmboe million barrels of oil equivalent

MMstb million stock barrels (of oil)

mybp millions of years before present

Net pay (m) the cumulative thickness of porous and permeable reservoir beds
within an overall hydrocarbon column in a structure

nick a notch or indentation indicating the presence of a canyon or
valley

NR Net Revenue Interest

NPV Net Present Value and is the total present value of a series of cash
flows discounted at a specified rate, to a specified date

ODT oil-down-to

OWC oil-water-contact

P10 10 per cent. probability that value will be equal to or greater than
stated value. Note that where indicative STOIIP and reserve
volumes are mentioned these are probabilities of volume size if
any hydrocarbons are encountered

P50 50 per cent. probability that value will be equal to or greater than
stated value. Note that where indicative STOIIP and reserve
volumes are mentioned these are probabilities of volume size if
any hydrocarbons are encountered

P90 90 per cent. probability that value will be equal to or greater than
stated value. Note that where indicative STOIIP and reserve
volumes are mentioned these are probabilities of volume size if
any hydrocarbons are encountered

Palaeozoic a period in geological history about 251 to 545 million years ago

porosity the pore space between grains in a rock which is available for
entrapment of fluids, expressed as a percentage

PPL Petroleum Production Licence

prospect potential accumulation is sufficiently well-defined to represent a
viable drilling target

PSC Petroleum Sharing Contracts
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PTD Proposed Total Depth

PVT pressure – volume – temperature

RCI Formation Pressure Testing Tool (Baker Atlas)

Reserves potential volume of hydrocarbons that could be commercially
produced from a field. Note that all reserves presented in this
report are conceptual. Formal reserves cannot be attributed to
the prospects at this stage of exploration since the existence of
commercially developable hydrocarbon accumulations is
conceptual. In all of the prospects there is uncertainty about
reservoir presence and quality, hydrocarbon presence and, on the
assumption that hydrocarbons are found, their type and the
potential well deliverability

Reservoir a subsurface volume of rock that has sufficient porosity and
permeability to act as host for hydrocarbon accumulation

Resources those volumes of hydrocarbons either yet to be found
(prospective) or if found the development of which depends upon
a number of factors being resolved (contingent)

RMS root mean squared

Sw water saturation (compliment of hydrocarbon saturation)

s, scf, SCF standard cubic feet (of gas)

SPE Society of Petroleum Engineers

spudding to commence drilling a new well

stb, STB stock tank barrel(s) measured at 14.7 psia and 60� Fahrenheit

STOIIP stock tank volume of oil initially-in-place, i.e. prior to production

Syn synthetic

TD (m) total depth

TOC total organic carbon

tvdss true vertical depth sub sea

Valanginian a period of the early Cretaceous era in geological history about
136 to 140 million years ago

Vsh volume of shale

WI Working Interest

WPC World Petroleum Congress
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PART I

Information on the Group

Introduction
The Rockhopper Group started trading in February 2004 to invest in and carry out an offshore oil
exploration programme to the north of the Falkland Islands. The Group is currently the largest
licence holder in the North Falkland Basin and owns a 100 per cent. interest in four offshore
production licences which cover approximately 5,800 sq. km. These licences have been granted by
the Falkland Islands government. In addition, the Group has signed a farm-in agreement with
Desire whereby Rockhopper will earn up to a 15 per cent. working interest in licences PL03 and
PL04, which cover approximately 1,300 sq. km., by funding up to 30 per cent. of the costs of a
three-well drilling programme which is expected to be carried out in 2006.

The North Falkland Basin has proven world-class source rock and the presence of hydrocarbons in
the basin has been confirmed. Six wells were drilled in 1998 of which five showed the presence of
hydrocarbons. One well (Shell’s 14/10-1) flowed live oil to the surface from a deep sandstone
reservoir at the TD level of 3,000 metres and another well (Shell’s 14/05-1A) flowed gas to the
surface and also confirmed the existence of a second deeper source rock. Both wells were located on
acreage now licensed solely to Rockhopper.

The Company has assembled a strong management team which has a proven track record in the oil
industry and considerable experience of the North Falkland Basin. The team is headed by Dr Pierre
Jungels who is the Executive Chairman. Dr Jungels has extensive experience and standing within
the oil industry. He was previously the chief executive officer of Enterprise Oil Plc between October
1996 and October 2001.

Key Strengths
The Directors believe that the key strengths of the Company are:

� a strong and experienced management team led by Dr Pierre Jungels;

� a focus of operations in the North Falkland Basin in which very rich source rock has been
identified;

� that live oil has been recovered at the surface in the Group’s acreage during previous drilling
campaigns carried out by Shell;

� a near term drilling programme; and

� an attractive fiscal regime with regard to taxation and royalty payments.

The Falkland Islands
The Falkland Islands are situated in the South Atlantic approximately 300 miles to the east of South
America. The Islands were discovered in 1592 by Captain Davis. The largest islands, East Falkland
and West Falkland, comprise the bulk of the 12,000 sq. km of land. The capital, Stanley, is on the
Eastern side of East Falkland Island. The legal status of the Islands is that of an overseas territory of
the UK. The Head of State is Her Majesty the Queen and is represented by the Governor. The legal
system is based upon that of the United Kingdom.

Licence awards

The Group has been awarded four production licences situated in the North Falkland Basin. The
four licences are situated in two groups, licences PL023 and PL024 (awarded in November 2004)
and licences PL032 and PL033 (awarded in June 2005). All four licences have been awarded under
the Open Door Production Licence legislation. The Rockhopper Group has a 100 per cent. working
interest and is the operator of these four licences. The licences have been awarded on the basis of a
work commitment which is detailed below under “The Rockhopper Licences”. The Rockhopper
Group is the largest licence holder in the North Falkland Basin with an area of approximately
5,800 sq. km.
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Fiscal regime

The fiscal regime in the Falkland Islands is attractive to oil exploration companies, especially when
compared to other areas of the world. The current legislation is based largely on the UK North Sea
oil industry and, once production commences, provides for royalty payments of 9 per cent. and 25
per cent. corporation tax, meaning that corporation taxation payable by the Company should be at
no more than standard United Kingdom rates. The benign fiscal regime means that the minimum
economic threshold at which oil or gas can be produced is relatively low.

Geology

The Falkland Islands lie off the east coast of Argentina at the western end of the Falkland Plateau,
and the South American continental crust that extends towards South Georgia.

The North Falkland Basin comprises two main structural elements: a north-south trending graben
and a set of subsidiary basins to the west and south of the graben which are controlled by a
north-south trending extensional fault but constrained by northwest and southeast orientated
reactivated Palaeozoic thrust sheets. The main North Falkland graben is about 50 km wide at its
northern end and about 30 km wide near its southern margin which is 36 km north of the Falkland
Islands. As presently mapped, it is 230 km long but this may extend further to the northeast.

The Basin contains a late Jurassic to early Cretaceous lacustrine source rock of world class quality.
This source is mature in its lower parts and could have expelled 100 billion barrels of oil, much of
which is thought by the BGS to be still trapped beneath the regional seal formed by the non-mature,
uppermost part of the lacustrine interval. This regional seal, formed by the uppermost section of the
thick source rock, appears to have prevented the oil from migrating upwards and made it more
likely to have migrated towards the basin margins or into sands older than the source rock. None of
the wells drilled to date in the Basin have targeted sands within or beneath the source rock or on the
margins of the Basin and, as such, the Directors believe that these targets represent a major untested
oil play.

Operating conditions

The operating conditions within the North Falkland Basin are relatively benign. The water depths are
reasonable and in the main range from 150 to 500 metres. These depths are not dissimilar to those
found in the North Sea and such depths are not technically demanding and as such, no bespoke
equipment or technology will be required for either exploration or development. In addition, previous
experience suggests that drilling progress is rapid and there are no unusual near-bottom currents and
no known gas hazards.

Cost environment

The Falkland Islands is a remote location in terms of the world’s established hydrocarbon
infrastructure. Consequently, within the economic analysis of the prospects, whilst the costs
associated with the technical demands of any development project are expected to be in line with
international comparisons, the remoteness of location is expected to lead to higher transportation
costs of both delivering the oil to the market and providing the necessary equipment and
manpower. Hence the Directors believe that both the capital and operating costs will be generally
above those encountered in other hydrocarbon producing and frontier regions.

North Falkland Basin well results

Six wells were drilled in the North Falkland Basin in 1998, the majority of which were drilled within
38 km of each other. All the wells were drilled back to back using a single rig. The 1998 drilling
campaign proved the existence of a working hydrocarbon system and the second richest known
source rock in the world. Five wells had hydrocarbon shows. One well recovered live oil to the
surface and another well recovered gas to the surface. Drilling conditions are not problematic, with
no shallow gas encountered in the 1998 drilling campaign and a 3000 metre well can be drilled in
less than 20 days. The table below summarises the results of the six wells drilled in 1998. All six
wells targeted plays above the level of the lower, mature part of the source rock. The main target of
all six of the 1998 wells was a sand above the mature part of the soure rock and relied on good
vertical migration into these higher sands. The regional seal, explained above, is thought to be the
main reason why these targets were undercharged with hydrocarbons.
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Well Operator Result

14/09-1 Amerada Oil shows
14/13-1 Lasmo Dry hole
14/05-1A Shell Oil and gas shows
14/24-1 Lundin Post-well shows
14/09-2 Amerada Oil shows
14/10-1 Shell Oil recovered at surface

Environmental Issues

The Falkland Islands are a haven for many species of marine mammals, which are protected under
the Marine Mammals Protection Ordinance 1992. As such, some parts of the coastline and many of
the smaller outlying islands are designated as protected areas. Therefore, any development on or
near these areas must be undertaken with care.

The Falkland Islands’ principal income is currently derived from the sale of fishing licences and
therefore fishing fleets are of primary economic importance to the Falkland Islands.

Consequently, certain restrictions are placed on exploration around the Falkland Islands,
especially if it interferes with fishing operations or the migration of the fish stock. Generally, these
restrictions are limited to the shooting of seismic and are governed by the fishing season. Seismic
acquisition is not permitted:

� within 12 miles of the mainland, unless there is an overwhelming requirement;

� in the area north of 52� S and West of 58� W in water depths of less than 200m during
February to June; and

� in Quadrants 40, 51, 59 60 and 61 outside of the months of October and January.

This restriction could prevent the Company from shooting seismic during certain times.

In addition, the government stipulates that when conducting any work in the region “care must be
exercised during seismic acquisition to ensure that no damage is done to the potential catch of the
fishing fleets”.

The Rockhopper Licences
The Group has been awarded four production licences to explore for oil in the North Falkland
Basin (coloured green on the map below) and has signed a farm-in agreement with Desire to earn up
to a 15 per cent. interest in a further two production licences (colour blue and green stripes on the
map below). A summary of the licences is set out below. Further details of each of the licences are set
out in the Competent Person’s Report which has been prepared by Scott Pickford and is set out in
Part III of this document.
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Production Licences: PL023 and PL024

These two licences cover an area of 4,200 sq. km and are licensed 100 per cent. to the Rockhopper
Group. The licences are close to the Falkland Islands themselves and the southern-most edge of the
licences is located only 25 km from the Islands. The water depths are less than 200 metres.
Rockhopper is committed to carry out a minimum of 640 km of 2D seismic during the first 3 years
of the licences, which is expected to cost about £2 million.

As the area has not yet been fully mapped, only one feature has been accorded prospect status,
which is the J-1 structure, which is estimated by Scott Pickford to have a P50 of 328mmbls STOIIP.
J-1 is a robust four way closure located in less than 200 metres of water. It is currently the intention
of the Directors to drill an exploration well on the licences during the first five years of the licences.

In addition, some 17 leads have been identified in the southern most parts of the licences which the
Directors believe warrant further seismic investigation. Scott Pickford have investigated one of
these leads as an indicator of hydrocarbon potential and assess the potential reserves of Lead F to be
436 mmbbls STOIIP P50. These areas are in shallow water, less than 150 metres, in a part of the
Basin which is structurally similar to the oil and gas fields of Morecambe Bay in the UK.

Production Licences: PL032 and PL033

These two licences are licensed 100 per cent. to the Group and cover an area of 1620 sq. km. The
licences were previously held by Shell who relinquished them in 2001. Water depths in the licences
are between 350 metres and 500 metres. Shell drilled two wells in 1998 and both demonstrated the
presence of hydrocarbons, one flowing live oil to the surface. However neither well was flow tested
by Shell. Rockhopper has reinterpreted the existing 2D seismic data and has identified a number of
prospects along the Basin margin, which represent an untested play concept in the Basin.

Rockhopper is committed to carry out a minimum of 685 sq. km. of 3D seismic during the first three
years of the licences, which is expected to cost about £5.0 million including mobilisation and
demobilisation costs. Rockhopper is additionally committed to drill a single exploration well
during the first five years of the licences. A number of prospects have been identified by the
Company within this acreage as a result of the reinterpretation of the existing seismic data. The
Directors believe the most likely targets for drilling are the B Central or B North prospects, which lie
on the eastern Basin margin and have the potential to contain significant hydrocarbon deposits.

Scott Pickford have investigated one prospect in PL032 and PL033 (B Central Prospect) as an
indicator of hydrocarbon potential and assess the potential reserves in B Central to be 343 mmbbls
STOIIP.

Farm – in Production Licences: PL03 and PL04

In addition to four wholly owned licences detailed above, the Group has also signed a farm – in
agreement with Desire, the operator of PL03 and PL04, through which Rockhopper will earn up to
a 15 per cent. equity interest in these licences by carrying up to 30 per cent. of the costs for three
exploration wells. Water depths in the licences are between 350 and 450 metres.

Desire carried out an 804 sq. km., 3D seismic survey in early 2004 which confirmed the presence of
several attractive prospects that were first highlighted on 2D seismic data in 2001. The survey
displays a number of attributes including strong amplitude anomalies, flat spots and direct
hydrocarbon indicators that suggest the presence of both hydrocarbons and reservoir bodies within
the licence areas. The survey indicated the presence of possible fans feeding sands into the basin
from nicks in the Basin margins.

As a result of the interpretation of this 3D seismic data, a number of prospects, encompassing
several different concepts, have been mapped by Desire. A number of these prospects have been
assessed by Scott Pickford to have P50 total reserves of over 1.5 billion barrels of recoverable oil.
Many of the prospects are located below the level of the regional seal and are a completely untested
play concept in the Basin.
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Work Programme
The Company is budgeting for an extensive seismic programme and the costs of the Farm-in
Agreement to the three well programme with Desire. It is the intention of the Directors that drilling
should be completed during 2006 subject to a suitable rig being available. The final well locations
are yet to be determined. However it is the current intention that the first well will test the large Liz
structure (P50 STOIIP: 1,570mmbbls) and should be spudded during 2006. The second well is
likely to target the Anna prospect (P50 STOIIP: 818mmbbls). The final well location is yet to be
decided but further interpretation of seismic data is still being carried out by both Rockhopper and
Desire. Rockhopper is also planning to drill two further wells, one on PL032 and PL033 and the
other to test the J-1 prospect on PL023 and PL024.

The Group will be liable for up to 30 per cent. of the well costs on the dry hole costs of the first three
wells on PL03 and PL04 to earn up to a 15 per cent. working interest, which it is drilling as part of its
Farm-in Agreement.

The Company is also committed to shoot 640 sq. km. of 2D seismic and 685 sq. km. of 3D seismic,
which will give the Company a better understanding of the region’s geology. However, should time
and funds permit, the Company would either augment or replace its 2D seismic on Licences PL023
and PL024 with a 3D programme.

In addition to the seismic programme, Rockhopper is considering using new technology in the
region, such as Controlled Source Electromagnetic surveying, to further de-risk the prospects ahead
of drilling. Preliminary study suggests that the geology of the North Falkland Basin would benefit
from this cutting edge technique. In addition, Rockhopper is investigating the use of new
multidisciplinary interpretation and modelling software to assist in the identification of any
additional prospect potential which previously has not been considered.

Competent Person’s Report
The attention of investors is drawn to the text of the report prepared by Scott Pickford which is set
out in Part III of this document.

Directors and Senior Management
The Board is currently comprised as follows:

Dr. Pierre Jungels, CBE, aged 61, Executive Chairman

Dr. Jungels, a certified engineer, joined Rockhopper in February 2005. He has a PhD in geophysics
and hydraulics from the California Institute of Technology and has 30 years experience in the oil
industry, 12 of which have been served at main board level, including appointments as Chief
Executive of Enterprise Oil Plc and managing director roles at PetroFina SA and British Gas. He
currently holds non-executive directorships at Imperial Tobacco plc, Woodside Petroleum Ltd,
Offshore Hydrocarbon Mapping plc (chairman) and Offshore Logistics, Inc. He was twice
president of the Institute of Petroleum.

Samuel Moody, aged 35, Managing Director

Mr Moody is a co-founder of Rockhopper and has been responsible for building and managing the
group from its formation in early 2004. He previously worked in several roles within the financial
sector at companies including AXA Equity & Law Investment Management and St Pauls
Investment Management, where he was an investment director. He is a Fellow of the Securities
Institute.

Peter Dixon-Clarke, aged 39, Finance Director

Mr Dixon-Clarke joined Rockhopper in 2004. He qualified as a chartered accountant with Deloitte
& Touche LLP in the financial services group. He left Deloitte & Touche in 1995 to work at what is
now Amlin plc to head up the financial affairs of the group’s biggest division, seeing it through the
Lloyd’s market turnaround and subsequent group flotation. Since then he has filled the finance
director role on a number of projects.
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Keith Williams, aged 58, Exploration Director

Mr Williams joined Rockhopper in 2004 and has over 34 years experience in the oil and gas
industry and is a graduate geologist from the University of London. Trained as a geophysicist, Keith
has held senior geophysical positions with Mobil, British National Oil Corporation (BNOC),
Hudbay Oil (BP/Lasmo) and was also director of exploration for Kerr-McGee Oil (UK) Ltd in
London. Keith has gained his exploration experience in the UK North Sea, Norway, Denmark,
Venezuela, Indonesia, Afghanistan, the Middle East, Africa and Russia.

Richard Visick, aged 38, Non-Executive Director

Mr Visick is a co-founder of Rockhopper and is a lawyer having qualified with Linklaters. He has
built up a portfolio of successful private equity investments. He is the beneficial owner of Sea Lion
Lodge, the premier wildlife destination in the Falkland Islands, which is located on Sea Lion Island
and he is also the beneficial owner of Weddell Island, which is the largest privately owned island in
the Falkland Islands.

John Crowle, aged 51, Non-Executive Director

Mr Crowle, a trained geologist, has international exploration and production experience from
roles at BP, LASMO, Enterprise Oil and Shell. His time at BP included involvement in its work in
the UK, Norway, Egypt and the Mediterranean area. At Enterprise he was a key player in the
company’s entry to Italy, France and Denmark, and subsequently held senior roles in its UK North
Sea and Vietnam businesses. For three years he was general manager of Enterprise Oil’s Norwegian
subsidiary, where production grew under his stewardship to over 100,000 barrels of oil equivalent
per day. In 2002 he returned to the UK where he was acting exploration director. After Shell’s
acquisition of Enterprise in the same year, John worked for Shell as general manager of the
Morocco and Pakistan exploration ventures.

Chris Walton, aged 48, Non-Executive Director

Chris Walton was the finance director and chief financial officer of Easyjet Plc between 1999 and
2005, where he successfully directed its flotation in 2000. Prior to that he held senior posts at
Qantas Airways, Air New Zealand, Australian Post and Australian Airlines. He has also worked at
BP Australia, RTZ Hamersley Iron, the Australian Senate and Western Australian Government. He
is a member of the Bank of England’s Regional Economic Advisory Panel (South East and Anglia).

In addition, the Board is advised by David Bodecott who acts as a consultant geologist to the
Company.

David Bodecott, consultant to the Board

David has been an independent consultant in petroleum geology and seismic interpretation since
1981. He received a B.Sc. (Honours) in Geology from the University of Hull in 1973, and a M.Sc. in
Petroleum Geology in 1974 from the Imperial College, London. He has worked for 31 years in the
oil industry and is a member of the Geological Society of London, the American Association of
Petroleum Geologists, the Energy Institute (formerly Institute of Petroleum) and the Petroleum
Exploration Society of Great Britain. He has extensive international experience, with much of his
work focusing on seismic interpretation. He has worked on the North Falklands Basin during all
the active exploration phases since the initial licensing round in 1996.

Board Committees
The Board has established an audit committee and a remuneration committee. The audit committee
is made up of Chris Walton (Chairman) and John Crowle. The remuneration committee is made up
of the three Non-Executive Directors, John Crowle (Chairman), Chris Walton and Richard Visick.
The committees have duties and responsibilities formally delegated to them by the Board. The audit
committee is primarily responsible for ensuring that the financial performance of the Group is
properly monitored and reported on and for meeting with the auditors and reviewing reports from
the auditors relating to the Company’s accounting and internal controls and for reviewing the
effectiveness of the Company’s systems of internal control. The remuneration committee has a
primary responsibility to review the performance of the Company’s Executive Directors and senior
employees and to set their remuneration and other terms of employment. The remuneration
committee is also responsible for administering the Share Option Schemes referred to in paragraph
6 of Part V of this document.
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The Board has also established a nomination committee comprising Dr Pierre Jungels, Richard
Visick plus either one of the remaining Non-Executive Directors (as availability dictates) which,
amongst other matters, is responsible for making recommendations on the appointment of
additional directors and for reviewing the composition of the Board and membership of board
committees.

The Company has adopted a share dealing code for Directors and relevant employees and will take
proper steps to ensure compliance by the Directors and those employees.

Financial information
The Accountant’s Report on Rockhopper Exploration Plc is set out in Part IV of this document.

Dividend Policy
The Directors intend to devote the Company’s cash resources to its exploration activities. Unless
and until income and distributable reserves are generated, the Company will not be in a position to
pay dividends.

Taxation
A general guide to the taxation of dividends for Shareholders who are resident in the UK is set out in
paragraph 9 of Part V of this document and your attention is drawn to this section. Potential
shareholders who are in any doubt as to their tax position or who are subject to tax in jurisdictions
other than the UK are strongly advised to consult their professional advisers immediately.

Share Option Schemes
The Company has established the Share Option Schemes predominantly in order to provide an
incentive to executives and employees. Details of the Share Option Schemes are set out in
paragraph 6 of Part V of this document. Immediately prior to Admission, there will be outstanding
options over 5,710,392 Ordinary Shares (representing 8.0 per cent. of the Enlarged Share Capital).
Share capital under option pursuant to the Share Option Schemes (excluding options granted prior
to Admission) will not exceed 10 per cent. of the Company’s issued share capital from time to time.

In addition to options granted under the Share Option Schemes, Arden Partners, Ambrian Partners
and HSBC have been granted options to subscribe for, in aggregate, a total of 714,285 Ordinary
Shares at the Placing Price, equal in number to 2 per cent. of the Placing Shares.

Reasons for the Flotation and Use of Proceeds
Pursuant to the Placing, the Company intends to raise £13.9 million, net of expenses, which is
expected to be used as follows:

� carry out the drilling programme in relation to the Farm-in Agreement £5.5 million;

� acquire additional 3D seismic on PL032 and PL033 £5.0 million;

� acquire additional seismic on PL023 and PL024 £2.0 million; and

� provide additional working capital £1.4 million.

Current Trading
The Company will focus on the exploration of its licence areas during the current financial year and
the Directors do not envisage generating revenues over the current financial year. However, the
Directors are encouraged by the initial assessments of the seismic data gathered from the North
Falkland Basin and accordingly view the future of the Company with confidence.

Details of the Placing
The Company is proposing to raise approximately £13.9 million (net of expenses) through a
conditional placing by the Joint Brokers of 35,714,285 Ordinary Shares at 42 pence per share.
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Pursuant to the Placing Agreement, the Joint Brokers, as agents for the Company, have
conditionally placed 35,714,285 new Ordinary Shares with investors at 42 pence per share. The
Placing will raise approximately £13.9 million (net of expenses) for the Company. The Placing is
conditional, amongst other things, on Admission occurring by 15 August 2005, or such later date
as the Joint Brokers and the Company may agree. Further details of the Placing Agreement are set
out in paragraph 8(c) of Part V of this document.

On Admission, at the Placing Price, the Company will have a market capitalisation of
approximately £30.1 million.

The Placing Price and the basis of allocation has been determined by the Joint Brokers after
consultation with the Company. In doing so, they have taken into account various matters,
including the level and the nature of the demand for Placing Shares and the desire for an orderly
after-market. All Placing Shares are being sold at the Placing Price.

The rights attaching to the Ordinary Shares will be uniform in all respects and all of the Ordinary
Shares will form a single class for all purposes.

Arden Partners and any of its affiliates or Ambrian and any of its affiliates acting as an investor for
its own account may purchase Placing Shares and, in that capacity, may retain, purchase, sell, offer
to sell or otherwise deal for its or their own account (s) in such securities or any other related
investments in connection with the Placing or otherwise. Accordingly, references in this document
to the Placing Shares being offered or otherwise dealt with should be read as including any offer to
purchase or dealing by Arden Partners and any of its affiliates or Ambrian and any of its affiliates
acting as an investor for its own account. Neither Arden Partners nor Ambrian intend to disclose
the extent of any such investment or transaction otherwise than in accordance with any legal or
regulatory obligation to do so.

Orderly Market Deed
Immediately following Admission the Directors will be interested, in aggregate, in 19,987,650
Ordinary Shares, representing approximately 27.8 per cent. of the Enlarged Share Capital. Those
Directors have undertaken in the Orderly Market Deed that, subject to certain exceptions, they will
not sell or otherwise dispose of or agree to sell or dispose of any of their respective interests in the
Ordinary Shares held by them on Admission for a minimum period of twelve months following
Admission and will for the subsequent period of twelve months only dispose of Ordinary Shares
through the Joint Brokers.

Further details of the Orderly Market Deed are set out in paragraph 8 of Part V of this document.

Admission, Settlement and Dealings
CREST is a paperless settlement procedure enabling securities to be evidenced otherwise than by a
certificate and transferred otherwise than by written instrument. The Articles permit the holding
and transfer of ordinary shares in CREST. Application has been made for all of the issued and to be
issued Ordinary Shares to be eligible for admission to CREST with effect from Admission.
Accordingly, settlement of transactions in the Ordinary Shares following Admission may take place
in CREST.

It is expected that, subject to the satisfaction of the conditions of the Placing, the Placing Shares will
be registered in the names of the placees subscribing for or acquiring the Placing Shares and issued
or transferred either:

(a) in certificated form, where the placee so elects, with the relevant share certificate expected to
be despatched by post, at the placee’s risk, by 22 August 2005; or

(b) in CREST, where the placee so elects and only if the placee is a “system member” (as defined
in the CREST Regulations) in relation to CREST, with delivery (to the designated CREST
account) of the Placing Shares subscribed for or purchased expected to take place on
15 August 2005.

Notwithstanding the election by placees as to the form of delivery of the Placing Shares, no
temporary documents of title will be issued. All documents or remittances sent by or to a placee, or
as they may direct, will be sent through the post at their risk.
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Pending the dispatch of definitive share certificates (if applicable), instruments of transfer will be
certified against the register.

Additional Information
Prospective investors should read the whole of this document which provides additional
information on the Company and the Placing and not rely on summaries or individual parts only. In
particular, the attention of prospective investors is drawn to Part II of this document, which
contains a summary of the risk factors relating to any investment in the Ordinary Shares of the
Company.
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PART II

Risk Factors

The attention of prospective investors is drawn to the fact that ownership of Ordinary Shares will
involve a variety of risks which, if they occur, may have a materially adverse effect on the Group’s
business or financial condition, results or future operations. In such case, the market price of the
Ordinary Shares could decline and an investor might lose all or part of his or her investment.

In addition to the information set out in this document, the following risk factors should be
considered carefully in evaluating whether to make an investment in the Company. The following
factors do not purport to be an exhaustive list or explanation of all the risk factors involved in
investing in the Company and they are not set out in any order of priority. In particular, the
Company’s performance might be affected by changes in market and/or economic conditions and
in legal, regulatory and tax requirements. Additionally, there may be other risks of which the Board
are not aware or believe to be immaterial which may, in the future, adversely affect the Group’s
business and the market price of the Ordinary Shares.

Before making a final investment decision, prospective investors should consider carefully whether
an investment in the Company is suitable for them and, if they are in any doubt, should consult with
an independent financial adviser authorised under the Financial Services and Markets Act 2000
who specialises in advising on the acquisition of shares and other securities in the UK.

General exploration risks
There are risks inherent in the exploration of oil reserves. Whilst the rewards can be substantial,
there is no guarantee that exploration will lead to commercial discoveries. Oil or gas has not yet
been discovered in commercial quantities in the areas covered by the Licences and there are no
certainties that such discoveries will ever be made. Hydrocarbon resource and reserve estimates are
expressions of judgment based on knowledge, experience and industry practice. They are therefore
imprecise and depend to some extent on interpretations, which may prove to be inaccurate.
Estimates that were reasonable when made may change significantly when new information from
additional drilling and analysis becomes available. This may result in alterations to development
and production plans which may, in turn, adversely affect operations.

The evaluation (e.g. through new seismic surveys) and drilling of exploration targets may be
delayed or disrupted by the availability of drilling rigs or other technical contractors, adverse
weather and ocean conditions, or technical hazards such as unusual or unexpected formations or
pressures. Drilling may result in unprofitable efforts, not only with respect to dry wells, but also
with respect to wells which, though yielding some hydrocarbons, are not sufficiently productive to
justify commercial development.

The successful completion of a well does not assure a profit on investment or recovery of drilling,
completion and operating costs.

Development and production risks
Exploration activities by their nature involve significant risks, many of which are beyond the
Company’s control. Risks such as delays in the construction and commissioning of drilling
platforms or other technical difficulties, lack of access to key infrastructure, adverse weather
conditions, environmental hazards, industrial accidents, occupational and health hazards,
technical failures, labour disputes, unusual or unexpected geological formations, explosions and
other acts of God are inherent to the business. The occurrence of any of these incidents could result
in substantial losses to the Company due to injury or loss of life, severe damage to or destruction of
property, natural resources and equipment, pollution or other environmental damage, clean-up
responsibilities, regulatory investigation and penalties and suspension of operations. Damages
occurring as a result of such risks may give rise to claims against the Company which may not be
covered, in whole or part, by insurance (see below).

In addition, the occurrence of any of these incidents could result in the Group’s current or future
project target dates for drilling being delayed or interrupted, increase capital expenditure and result
in liability to the owners or operator of the field.
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Volatility of oil prices
Historically, oil prices have fluctuated widely and are affected by numerous factors over which the
Group has no control, including world production levels, international economic trends, currency
exchange rate fluctuations, expectations for inflation, speculative activity, consumption patterns
and global or regional political events. The aggregate effect of these factors is impossible to predict.

Future funding requirements
The Company will need to raise additional funding to undertake work beyond that being funded by
the Placing. There is no certainty that this will be possible at all or on acceptable terms. In some
cases, the Company may finance development by farming out or otherwise reducing its level of
participation in interests which it holds. This could substantially dilute the Company’s interest in
the Licences.

Insurance risks
The Company plans to insure its operations in accordance with industry practice and plans to
insure the risks it considers appropriate for the Company’s needs and for its circumstances.
Insurance cover will not be available for every risk faced by the Company.

Although the Company believes that it or the operator should carry adequate insurance with
respect to its operations in accordance with industry practice, in certain circumstances the
Company’s or the operator’s insurance may not cover or be adequate to cover the consequences of
such events. In addition the Company may be subject to liability for pollution, blow-outs or other
hazards against which the Company or the operator may elect not to insure because of high
premium costs or other reasons. The occurrence of an event that is not covered or fully covered by
insurance could have a material adverse effect on the business, financial condition and results of
operations of the Company.

There is a risk that insurance premiums may increase to a level where the Company considers it is
unreasonable or not in its interests to maintain insurance cover or not to a level of coverage which is
in accordance with industry practice. In addition, the Company may, following a cost-benefit
analysis, elect to not insure certain risks on the ground that the amount of premium payable for that
risk is excessive when compared to the potential benefit to the Company of the insurance cover.

No profit to date
The Company has incurred losses since its inception and it is therefore not possible to evaluate its
prospects based on past performance. Since the Company intends to continue investing in the
project it currently holds an interest in, the Directors anticipate making further losses for the
foreseeable future.

There can be no certainty that the Company will achieve or sustain profitability or achieve or
sustain positive cash flow from its activities.

Environmental factors
The Group’s operations are, and will be, subject to environmental regulation (with regular
environmental impact assessments and evaluation of operations required before any permits are
granted to the Group) in all the jurisdictions in which it operates. Although the Company intends to
be in compliance with all applicable environmental laws and regulations, there are certain risks
inherent to its activities, such as accidental spills, leakages or other circumstances, that could
subject the Company to extensive liability.

Further, the Company may require approval from the relevant authorities before it can undertake
activities which are likely to impact the environment. Failure to obtain such approvals will prevent
the Company from undertaking its desired activities. The Company is unable to predict the effect of
additional environmental laws and regulations which may be adopted in the future, including
whether any such laws or regulations would materially increase the Company’s cost of doing
business or affect its operations in any area.
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Economic and political risk
The Group’s operations are located in the Falkland Islands where there may be risks over which it
will have no, or limited, control. These may include economic, social, or political instability or
change, instability and changes of laws affecting foreign ownership, government participation,
taxation, working conditions, exchange control and custom duties as well as government control
over domestic production. There may be other unforeseen matters such as disputes over borders.
Investors will be aware that the Falkland Islands were, in 1982, the subject of hostilities between the
United Kingdom and Argentina.

The Argentine Government has not relinquished all its claims in relation to the Falkland Islands.
However, the position of the UK and Falkland Islands Governments is that the United Kingdom has
no doubt about its sovereignty over the Falkland Islands and the surrounding maritime areas. Her
Majesty’s Government remains fully committed to the offshore prospecting policy pursued by the
Falkland Islands Government, as laid out in the Offshore Petroleum (Licensing) Regulations 2000.
This policy is entirely consistent with Her Majesty’s sovereign rights over the Falkland Islands.

Retention of business relationships
The Group relies significantly on strategic relationships with other entities in the oil and gas
industry such as farm-in partners, and also certain regulatory and governmental departments. The
Group relies upon third parties to provide essential contracting services, such as drilling and project
management.

Joint venture party and contractor risks
The Group is exposed to various risks related to its farm-in partners, joint venture parties and
contractors that may adversely affect its proposed activities and Licence interests, including: (i)
being unable to secure farm-in partners on acceptable terms to help fund the drilling of future wells
on any of its prospects in order to meet Licence exploration commitments; (ii) financial failure,
non-compliance with obligations or default by a participant in any joint venture or farm-in
arrangement to which it is, or may become, a party;(iii) insolvency or other managerial failure by
any of the contractors used by any joint venture or farm-in partner in its exploration activities; and
(iv) insolvency or other managerial failure by any of the other service providers used by any joint
venture or farm-in party for any activity.

Title and payment obligations
All of the Licences in which the Group has or may earn an interest will be subject to applications for
renewal or grant (as the case may be). The renewal or grant of the term of each Licence is usually at
the discretion of the relevant government authority. If a Licence is not renewed or granted, the
Group may suffer significant damage through loss of the opportunity to develop and discover any
hydrocarbon resources on that Licence area.

Under the Licences and certain other contractual agreements to which the Group is or may in the
future become party, the Group is or may become subject to payment and other obligations. In
particular, for certain Licences the Group is required to expend the funds necessary to meet the
minimum work commitments attaching to the Licences. Failure to meet these work commitments
will render the Licence liable to be revoked. Further, if any contractual obligations are not complied
with when due, in addition to any other remedies which may be available to other parties, this could
result in dilution or forfeiture of interests held by the Company.

Competition
The Group competes with numerous other companies (many of which have greater financial
resources than the Group) and individuals in the search for oil and other interests as well as for the
recruitment and retention of qualified employees.

Attraction and retention of key employees
The Group relies heavily on a small number of key individuals, principally the executive Directors.
The Group’s business may be negatively affected by departure of any of these individuals or any of a
number of other key employees. There can be no guarantee that the Group will be able to continue
to attract and retain employees.
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Currency risk
The Company is raising funds, and will report its financial results, in Sterling, while many contracts
in the oil and gas industry are principally denominated in United States Dollars.

Investment risk and AIM
The Ordinary Shares will be quoted on AIM rather than the Official List. The rules of AIM are less
demanding than those of the Official List and an investment in shares quoted on AIM may carry a
higher risk than an investment in shares quoted on the Official List. AIM has been in existence since
June 1995 but its future success and liquidity in the market for the Company’s securities cannot be
guaranteed. Investors should be aware that the value of the Ordinary Shares may be volatile and
may go down as well as up and investors may therefore not recover their original investment.

The market price of the Ordinary Shares may not reflect the underlying value of the Group’s net
assets. The price at which investors may dispose of their Ordinary Shares in the Company may be
influenced by a number of factors, some of which may be outside the Group’s control. On any
disposal investors may realise less than the original amount invested.

Stock markets have also from time to time experienced extreme price and volume fluctuations,
which have affected the market prices of securities and which have been unrelated to the operating
performance of the companies affected. These broad market fluctuations, as well as general
economic and political conditions could adversely effect the market price of the Ordinary Shares.
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PART III

Competent Person’s Report

Scott Pickford Limited
4th Floor, Leon House

233 High Street
Croydon

CR0 9XT
To:

The Directors
Rockhopper Exploration plc
Hilltop Park
Devizes Road
Salisbury
Wilts SP3 4UF

The Directors
Arden Partners Limited
Nicholas House
3 Laurence Poutney Hill
London EC4R 0EU

The Directors
Ambrian Partners Limited
13th Floor
88 Wood Street
London EC2V 7RS

The Directors
HSBC Bank plc
Level 33
8 Canada Square
London E14 5HQ

9 August 2005
Dear Sirs,

Competent Persons Report on the North Falklands assets of Rockhopper PLC

In response to Rockhopper’s request we have reviewed and given indicative volumes and values for
the Rockhopper Exploration PLC (“Rockhopper”) interests located offshore the Falkland Islands.
Rockhopper PLC are 100 per cent. equity holders and operator of 4 production licences (PL023,
PL024, PL032, and PL033), covering 5820km2, located in the North Falkland Basin. Rockhopper
has also entered into an agreement to farm-in to production licences PL03 and PL04 held by Desire
Petroleum. The directors of Rockhopper currently intend to exercise a farm-in option to pay 30 per
cent. of the costs of a three well programme to be undertaken in 2006 to earn a 15 per cent. equity
on funds becoming available.

In our statements and calculations the licence interests quoted are those presented to us by
Rockhopper. We have not checked the title to these interests although the current status of
ownership is described in the executive summary. This report has been undertaken based upon data
supplied to us by Rockhopper and Desire. These data consisted of seismic lines with interpretation
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in workstation format, geological and petrophysical analyses and reports of a regional nature
available both in paper and digital format. Data gathering visits took place at the offices of
Troy-Ikoda to view the Desire data in March and at the offices of Rockhopper’s geological
consultant Dave Bodecott in early April 2005. Scott Pickford has accepted, without independent
verification, the accuracy and completeness of the data supplied to us.

The guidelines laid out in the 2001 SPE/WPC/AAPG publication have been adopted for our
classification of the potential hydrocarbons within these blocks. Due to the unproven nature of the
prospects in this region all volumes are classified in the Prospective Resource category. Scott
Pickford’s calculations of recoverable hydrocarbon volumes have been performed in a probabilistic
manner with Low, Best and High Resource estimates equating to the corresponding P90, P50 and
P10 confidence levels.

For the various assets we have evaluated development scenarios that have been optimised to exploit
the hydrocarbons with minimal technical risk whilst at the same time optimise economic value. All
interpretations, estimates of potential resources and risked and unrisked values presented herein
are opinions based on inferences from geological, geophysical, engineering or other data.

This report relates specifically and solely to the subject assets and is conditional upon various
assumptions. This report must, therefore be read in its entirety. The report represents Scott
Pickford Limited’s best professional judgement and should not be considered as a guarantee of
results.

A glossary of all the technical abbreviations used in this report is included as Appendix A.

Yours faithfully,

Neil Oates
Head of Valuations
Scott Pickford Ltd
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1. Executive Summary
Rockhopper Exploration PLC has acquired a 100 per cent. interest in Licenses PL023 and PL024
which cover an area of 4,200km2 to the north of the Falkland Islands. Rockhopper have also
recently acquired Licenses PL032 and PL033 that cover an area of 1,620km2. In addition
Rockhopper has signed a farm-in agreement with Desire Petroleum plc under the terms of which
Rockhopper has farmed in to a 3 well programme and will pay 15 per cent. of the costs of the 3 wells
to earn 7.5 per cent. beneficiary interest in Licenses PL03 and PL04, However, Rockhopper has an
option to increase its working interest to 15 per cent. by 31st October 2005 or the spudding of the
first well whichever is earliest, and will pay 30 per cent. of the costs of the 3 well programme to earn
a 15 per cent. beneficiary interest in Licenses PL03 and PL04. The Rockhopper Directors currently
intend to take up this option on funds becoming available and we have written our report
accordingly. This well programme is planned to commence drilling in late 1st or early 2nd quarter
2006. Figure 1 shows the location of all of these licenses.

Area Licence
Area

(km2)

Entitlement
interest

(%) (EI)

Working
Interest

(%) (WI)

Falklands PL023 & PL024 4,200 100 100
Falklands PL032 & PL033 1,620 100 100
Falklands PL03 & PL04 1,339 15 30*

* Rockhopper are paying 30 per cent. of the dry hole costs of a three well exploration program to earn a 15 per cent. interest in Licenses
PLO3 & PL04

Table 1 – Summary of Rockhopper Exploration PLC License Interests

Figure 1 – Location map of the Rockhopper License Interests, North Falkland Basin

All of the subject licenses are located within the North Falklands Basin and lie in water depths
ranging between 140 and 500m. Six wells were drilled in 1998 in the North Falkland Basin and,
although oil and oil and gas shows were encountered in five of these wells, they were all plugged and
abandoned. All of these wells were targeted at the same play type, namely mid-Cretaceous sands,
and subsequent analyses of these wells have shown that this play type is invalid over the greater part
of the basin extent. These wells did however prove the presence of a very thick sequence of high
quality source rock of predominantly lower Cretaceous age. Geochemical studies indicate that only
the lower more deeply buried portions of this source rock have entered the hydrocarbon generation
window. This fact means that the upper immature portion of the source rock interval acts as an
effective seal between the deeper mature portion and the reservoirs targeted by the wells. Hence it
appears that the most probable explanation for the failure of the previous wells is a lack of charge
due to the absence of suitable migration pathways between source and reservoir.
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The more recent interpretation effort has therefore been focussed on delineating potential traps
located both beneath and lateral to the proven source rocks. The licenses are covered by a mix of 2D
and 3D seismic data which is sufficient to allow a number of prospects of different generic play
types to be recognised. In those areas with 3D coverage it has been possible to use techniques such as
seismic amplitude extraction to help delineate sedimentary features such as channels and fans. The
presence of such features helps increase confidence that reservoir quality rocks will be developed
within the identified potential traps. The presence of effective reservoir rocks is regarded as the most
important risk factor pertaining to the prospects now identified.

Scott Pickford has reviewed all of the main prospects identified both by Rockhopper and Desire and
has formed its own view on both the potential range of the volumes of hydrocarbons they may
contain and also the Chance of Success (‘Risk’) associated with each prospect. Due to the un-drilled
nature of the prospects described in this report all the potential hydrocarbon volumes are classified
as Prospective Resources, see Appendix A for fuller details of the SPE/WPC/AAPG classification
guidelines followed in this report. Scott Pickford has also reviewed some of the potential leads
present in the southern portions of licenses PL023 and PL024 and also in the licenses recently
awarded (PL032 and PL033). These leads require additional seismic coverage before they can be
considered as drill ready prospects. For each of the main prospects and one representative lead from
each of the other license areas we have calculated a success case Net Present Value (NPV). This has
been achieved by making assumptions with regards to the likely productivity of future producer
wells in order to devise a hypothetical production profile for the prospect. Scott Pickford has
assumed throughout that the hydrocarbon phase will be oil although there is a possibility
supported by some seismic evidence that gas may be present. It has been assumed that these
prospects would be developed by the use of a leased FPS with the oil exported into export tankers
via a CALM buoy. Cashflows have then been generated for each prospect on a standalone basis. In
the event of multiple discoveries, some prospects could be developed jointly reducing their overall
cost and increasing their profitability. However, at this early stage in the exploration process it is
considered premature to assume that multiple discoveries will be made. The following tables
summarise the resources, risk and value (risked and unrisked) associated with each of the main
prospects and the chosen representative leads. The first table includes the resources and value for
those prospects scheduled for drilling in the campaign due to start in late 1st or early 2nd quarter
2006 that will focus on Licenses PL03 and PL04. The second table includes the resources and value
for the remaining currently identified prospects in these licenses plus a representative prospect from
licenses PL032 and PL033. This list of prospects is by no means definitive as many other prospects
and leads have been recognised and are in the process of being mapped and evaluated. However,
Scott Pickford feels that the chance of success of these prospects is to a large degree dependent on
the outcome of the initial drilling campaign. Table 2c includes the resources and value for a
prospect and sample lead in Licenses PL023 and PL024 that Scott Pickford believe represent
distinctively different play types from those targeted in the forthcoming drilling campaign. Thus
these prospects are regarded as being to a large degree independent of those in Licenses PL03 and
PL04.

Prospect/Lead License
EI

(%)

Unrisked
Prospective

Resources
(Mmboe)

Risked
Prospective

Resources
(Mmboe)

Unrisked
NPV

($MM)
CoS
(%)

*EMV
($MM)

LIZ PL03 & PL04 15 470 82.7 312 17.6 51.6
ANNA PL03 & PL04 15 97 20.1 33 21.6 4.0
BETH PL03 & PL04 15 165 16.7 94 10.1 5.9
* MV values = (Unrisked NPV*CoS) – (1-CoS*Dry Hole Cost)
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Table 2a – Summary of the Prospective Resources and associated value for those prospects
scheduled for drilling in the forthcoming drilling campaign (assuming a 10 per cent. discount rate)

Prospect/Lead License
EI

(%)

Unrisked
Prospective

Resources
(Mmboe)

Risked
Prospective

Resources
(Mmboe)

Unrisked
NPV

($MM)
CoS
(%)

*EMV
($MM)

ANN PL03 & PL04 15 259 29.3 151 11.3 14.4
PAM PL03 & PL04 15 264 28.5 131 10.8 11.9
ANNA DEEP PL03 & PL04 15 149 16.1 39 10.8 0.4
RACHEL PL03 & PL04 15 164 20.2 80 12.3 8.3
B CENTRAL PL032 & PL033 100 103 9.4 238 8.8 14.2

Table 2b – Summary of the Prospective Resources and associated value for the secondary
prospective assets in Licenses PL03, PL04, PL032 and PL033 (assuming a 10 per cent. discount
rate)

Prospect/Lead License
EI

(%)

Unrisked
Prospective

Resources
(Mmboe)

Risked
Prospective

Resources
(Mmboe)

Unrisked
NPV

($MM)
CoS
(%)

*EMV
($MM)

J-1 PL024 100 107 20.8 323 19.4 56.7
LEAD F PL023 & PL024 100 131 14.1 388 10.8 35.3

Table 2c – Summary of the Prospective Resources and associated value for the primary prospective
assets in Licenses PL023 and PL024 (assuming a 10 per cent. discount rate)

The drilling campaign planned for late 1st or early 2nd quarter 2006 will target prospects in
Licenses PL03 and PL04. The final decision as to which prospects will be selected for drilling has not
yet been taken although it is certain even at this stage that Liz will be drilled as this is both
technically and commercially attractive. The drilling campaign strategy will to some extent be
flexible and in the case of a discovery being made it is most probable that an appraisal well will be
drilled on that prospect with the aim of confirming the presence of a potentially commercial
hydrocarbon volume at an early date. The prospects listed above within Licenses PL03 and PL04
comprise a number of different play types and as a result the choice of target prospects will be made
such that in the event that any or all of the exploration wells are dry as many of the play types
present as possible will have been tested. However, should the results of the drilling campaign prove
positive then the currently identified secondary targets represent a considerable upside potential
within the area.

The J-1 prospect in License PL024 represents a completely separate play type from those recognised
in Licenses PL03 and PL04. This prospect is unlikely to be drilled before 2007 as it is Rockhopper’s
intention to acquire 3D seismic before committing to drill. Additional 2D seismic will acquired over
the leads recognised in these licenses as part of the same acquisition campaign. Thus it is unlikely
that any of these leads will be drilled before 2008.

The majority of the prospects recognised in Licenses PL032 and PL033 are of the same basin margin
play type as recognised in Licenses PL03 and PL04. Therefore there is a substantial degree of
dependency between the two areas and the results of the drilling campaign in Licenses PL03 and
PL04 will impact significantly on the future exploration programme for Licenses PL032 and
PL033. In addition to Prospect B Central, which was selected to demonstrate the potential value of
a development in this area, there is a large number of other prospects/leads and should a significant
discovery be made in the drilling campaign then the risk attached to these prospects/leads will
reduce substantially. Thus these additional prospects/leads represent a considerable upside
potential for the area. Currently Rockhopper intends to acquire 3D seismic data over Licenses
PL032 and PL033 in 2006 leading to possible drilling in 2007.

To conclude in Scott Pickford’s opinion the range of exploration risk for the key prospects within
the North Falklands Basin is relatively attractive particularly when the potential size and value of
some of these prospects is taken into account.
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2. Regional Geological Setting and Exploration History
The North Falklands Basin is a north-south trending rift graben approximately 50km wide and
230km long containing in excess of 5km of sedimentary infill. The basin comprises a number of
individual depocentres offset by two dominant structural trends (NW-SE and N-S) as is shown in
Figure 2a. The two main depocentres (termed the western and eastern respectively) are separated by
a fault bounded ridge called the intra-graben high. Within the western depocentre there is another
fault bounded high known as the Minke high. The intra-graben high appears to have a positive
feature for much of the basin’s history and has had a significant effect on sedimentation. The Minke
high appears to have been emergent throughout the syn-rift and the early part of the post-rift. The
basin margins are composed of a structural plateau composed of probably Devonian age sediments.
The infill ranges from late Jurassic to late Tertiary in age and a representative stratigraphic column
is given in Figure 2b.

Figure 2a – Major structural elements and positions of existing wells in the North Falklands Basin
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Figure 2b – Representative Stratigraphic Column for the North Falklands Basin

Six exploration wells were drilled between April and November 1998. Details of these wells are
given in the following table.

Well Operator TD (m) Shows

14/5-1A Shell 4525 Oil shows � 32% gas
14/10-1 Shell 3005 Live oil 27o API
14/9-1 Amerada 2590 Oil stains
14/9-2 Amerada 2345 Oil stains
14/13-1 Lasmo 1475 Oil stains
14/24-1 Lundin 2914 Oil stains

Table 3 – List of the previous wells in the North Falklands Basin

Three of the wells (14/5-1A, 14/10-1 and 14/24-1) were drilled in the eastern depocentre, two
(14/9-1 and 14/9-2) were drilled on the Intra-Graben high and one (14/13-1) was drilled on the
Minke high in the western depocentre. The wells encountered a succession from Devonian to
Cenozoic dominated by thick Mesozoic syn and post rift sequences. This infill is predominantly
terrestrial in origin with marine conditions not being established until the late Cretaceous. Much of
the sediment appears to have been derived from volcanic or metamorphic terrain located to the
north or northwest of the basin. In addition a number of ashfall tuffs were encountered in the late
syn-rift sequence.

These wells have proven the presence of a world class lacustrine source rock (kerogens of type I/II)
of early Cretaceous age. This source interval is extremely thick (�500m) and geothermal modeling
shows that only the more deeply buried basal portion at depths in excess of 2800m has entered the
maturity window for hydrocarbon generation, see Figure 3 for a map showing the thermally
mature parts of the basin. This source rock interval is characterized by a high amplitude reflector
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package on seismic. Geochemical modeling undertaken by Shell indicates that the main generation
phase was over the period 100-70Ma and that up to 100 billion barrels of oil could have been
expelled. Well 14/5-1 has also proved the presence of a deeper Valanginian age source rock in a
more seismically opaque region beneath the main source interval.

Figure 3 – Map showing extent of the mature source kitchen

All of the existing wells were targeted at reservoirs that turned out to be stratigraphically younger
and located vertically above the source rock interval and have proved the presence of sands at his
level. However, the presence of reservoir quality rocks has not been proven within the deeper parts
of the basin. Interpretation of the seismic data and in particular the 3D volume has revealed the
presence of seismic amplitude anomalies indicative of sedimentary geometries consistent with the
development of sand bodies such as channels and fan systems.

3. Description of the Rockhopper Assets
3.1. Production Licenses PL03 and PL04 (Rockhopper 15 per cent. NRI)

These two licenses are operated by Desire Petroleum and have not been drilled. Rockhopper has
signed an undertaking to farm-in to these blocks by carrying 30 per cent. of the costs of three
exploration wells for which it will earn a15 per cent. equity. The blocks are partly covered by 3D
seismic (804km2) with the remainder of the area covered by 2122km of 2D seismic. These license
areas contain within them a significant portion of the North Falkland Basin and the adjacent flank
regions. Significantly the portions of the North Falkland Basin within these licenses are those that
are considered to be most attractive with regards to source rock maturity, see Figure 3. A number of
prospects encompassing several different play concepts have been recognized by Desire and their
outline and location are shown in Figure 4. A schematic illustrating the play concepts is shown in
Figure 5. At the time of writing discussions are ongoing to finalise the drilling targets therefore full
descriptions of those prospects regarded as most likely to form the targets of the exploration
drilling campaign are included below.
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Figure 4 – Map showing outline and location of prospects in Desire Licenses PL03 and PL04

Figure 5 – Schematic diagram of regional play concepts

3.1.1. Prospect Liz

This prospect which consists of a fan/channel system characterized by high seismic amplitudes, is
located on the western edge of the North Falkland Basin. The prospect is within the area of 3D
seismic coverage and Figure 6 shows the prospect limits as defined by seismic amplitude extraction
and Figure 7 shows a representative seismic line along the feature. The distinctive fan/channel
morphology leads to a high confidence in the presence of potential reservoir sands and their
location immediately beneath the source interval lends itself to a straightforward migration route
into the reservoir. The provenance of the fan can be clearly seen as a feeder channel passing through
a distinct notch in the north-south trending South Orca Ridge. Topseal may be provided by shales
within the source interval.
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Figure 6 – Seismic amplitude extraction map for the Liz Prospect

Figure 7 – Representative seismic line over the Liz Prospect
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Scott Pickford has reviewed the potential resource range and this is presented below:

LIZ
Name ML Values

NRV (m3 x 106) 1800.00
Porosity (%) 25.0
Hydrocarbon saturation (%) 70.0
FVF 1.2
Recovery Factor (%) 30.0

MONTE CARLO
STOIIP

Percentile MMbbls

90% 1,272
50% 1,570
10% 1,927

REC OIL
Percentile MMbbls
90% 366
50% 470
10% 593

Scott Pickford has estimated the Chance of Success of the Liz prospect as follows:

Factor Risk Value (%)

Source 90
Seal 70
Trap 35
Reservoir 80
Total 17.6% (1 in 5.68)

The main risks with regards to this prospect are trap presence and effectiveness that is to a large
degree dependent on closure against a north-south trending fault. This fault must effectively isolate
the reservoir to the east from the feeder channel clearly seen on seismic. The Liz prospect is currently
regarded as the most attractive in the region and is almost certain to be amongst the targets of the
forthcoming drilling campaign.

Scott Pickford has devised a development scheme for this prospect based on the P50 reserves case
that utilizes 30 production wells and 6 water injectors with first oil in 2009. A recovery factor of
30 per cent. and an average well production rate of 6,000bopd have been assumed. The estimated
production and resultant cashflows for this prospect are shown in Appendix B.

3.1.2. Prospect Beth

This prospect is a downfaulted closure located on the western margin of the North Falkland Basin.
The Beth prospect partly underlies the stratigraphically younger Liz prospect. An example seismic
line across the feature is shown in Figure 8 and an amplitude extraction map displaying a clear fan
like geometry is shown in Figure 9. A schematic showing the relationship between Beth and the
overlying Liz prospect is shown in Figure 10. It is possible that the Liz and Beth prospects may be
tested by one well although to do so may require a non-optimum location for the more highly rated
Liz prospect. Desire will most probably decide not to compromise the well location and to
concentrate primarily on the Liz prospect. Should the Liz exploration well be successful it is highly
likely that a follow-up appraisal well will also penetrate the Beth prospect.
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Figure 8 – Representative seismic line over the Beth Prospect

Figure 9 – Seismic amplitude extraction map for the Beth Prospect
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Figure 10 – Schematic diagram showing the relationship between the Liz and Beth Prospects

Scott Pickford has reviewed the potential resource range and this is presented below:

Beth
Name ML Values

NRV (m3 x 106) 600.00
Porosity (%) 25.0
Hydrocarbon saturation (%) 70.0
FVF 1.20
Recovery Factor (%) 30

MONTE CARLO
Beth STOIIP
Percentile MMbbls

90% 417
50% 544
10% 695

Beth REC OIL
Percentile MMbbls

90% 123
50% 165
10% 212

Scott Pickford has estimated the Chance of Success of the Beth prospect as follows:

Factor Risk Value (%)

Source 60
Seal 40
Trap 60
Reservoir 70
Total 10.1% (1 in 9.9)

The main risks for Beth are topseal integrity that may be compromised by the presence of a number
of faults clearly seen cutting the structure and extending upwards into the Liz fan. These faults
could pose a risk of allowing the structure to breach. The deeper structural position of the potential
Beth reservoirs also means that the migration path from the proved source interval will be more
difficult although it is possible that a deeper source interval could exist.



40

Scott Pickford has devised a development scheme for this prospect based on the P50 reserves case
that utilizes 7 production wells and 2 water injectors with first oil in 2009. A recovery factor of 30
per cent. and an average well production rate of 8,000bopd have been assumed. The estimated
production and resultant cashflows for this prospect are shown in Appendix B.

3.1.3. Prospects Anna and Anna (Deep)

These prospects are located on the eastern margin of the North Falkland Basin and are within the
3D seismic coverage area. The prospects consist of a downfaulted closure against the basin margin
fault with the possibility of multiple pay zones. Figure 11 shows a seismic amplitude extraction map
at a level towards the base of the Barremian. This map shows clear evidence for a fan like geometry
and a seismic line across this feature shows both high amplitudes and a possible flat spot, see
Figure 12. Figure 13 shows an example seismic line across both prospects and Figure 14 shows a
map of the Anna Deep structural closure. From this line it can be seen it will not be possible to target
all the potential pay zones with a single vertical exploration well and as a consequence a deviated
well may be considered. The Anna deep objectives are still being refined and further interpretation
will be undertaken before a decision to drill down to this target is taken.

Figure 11 – Seismic amplitude extraction map for the Anna Prospect
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Figure 12 – Representative seismic line over the Anna Prospect

Figure 13 – Representative seismic line over the Anna and Anna (Deep) Prospects
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Figure 14 – Depth structure map for the Anna (Deep) Prospect

Scott Pickford has reviewed the potential resource range and this is presented below:

Anna Lower
Barr Anna Deep

Name ML Values ML Values

NRV (m3 x 106) 400 795
Porosity (%) 22.0 20.0
Hydrocarbon saturation (%) 70.0 70.0
FVF 1.20 1.20
Recovery Factor (%) 30 30

MONTE CARLO
STOIIP STOIIP

Percentile MMbbls MMbbls

90% 271 304
50% 322 496
10% 377 727

REC OIL REC OIL
Percentile MMbbls MMbbls

90% 76 90
50% 97 149
10% 117 221

Anna Totals STOIIP REC OIL
Percentile MMbbls MMbbls

90% 575 1666
50% 818 246
10% 1104 338
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Scott Pickford has estimated the Chance of Success of the Anna prospect as follows:

Factor Risk Value (%)

Source 90
Seal 80
Trap 60
Reservoir 50
Total 21.6% (1 in 4.6)

The main risks with regards to this prospect are trap presence and effectiveness that is to a large
degree dependent on up-dip pinchout of the reservoir sands against the basement shoulder.

Scott Pickford has estimated the Chance of Success of the Anna Deep prospect as follows:

Factor Risk Value (%)

Source 90
Seal 60
Trap 50
Reservoir 40
Total 10.8% (1 in 9.25)

Anna Deep has higher risks associated with both trap definition and reservoir presence. Both of
these factors are affected to some degree by the degradation in seismic quality with depth.

Scott Pickford has devised a development scheme for these prospects based on the P50 reserves case
that utilizes 7 production wells and 2 water injectors for Anna, with first oil in 2011. 10 production
wells and 3 water injectors for Anna (Deep) with first oil in 2011. A recovery factor of 30 per cent.
and an average well production rate of 6,000bopd have been assumed. The estimated production
and resultant cashflows for this prospect are shown in Appendix B.

3.1.4. Prospect Rachel

This prospect is located on the eastern margin of the North Falkland Basin and an example seismic
line across the feature is shown in Figure 15. The potential reservoir horizon is towards the top of
the Barremian at which level sands have been encountered in the previously drilled wells. Seismic
amplitude extraction at and below the level of the light blue marker in Figure 15 reveals a
fan/channel geometry suggestive of sand development, see Figure 16. This is further supported by
the recognition of a nick point in the adjacent basement margin that could have acted as a sediment
input focus.

Figure 15 – Representative seismic line over the Rachel Prospect
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Figure 16 – Seismic amplitude extraction for the Rachel Prospect

Scott Pickford has reviewed the potential resource range and this is presented below:

Rachel
Name ML Values

NRV (m3 x 106) 600.00
Porosity (%) 25.0%
Hydrocarbon saturation (%) 70.0%
FVF 1.20
Recovery Factor (%) 30

MONTE CARLO
Rachel STOIIP
Percentile MMbbls

90% 417
50% 544
10% 695

Rachel REC OIL
Percentile MMbbls

90% 123
50% 164
10% 212

Scott Pickford has estimated the Chance of Success of the Rachel prospect as follows:
Factor Risk Value (%)

Source 50
Seal 70
Trap 50
Reservoir 70
Total 12.3% (1 in 8.1)

The main risks with regards to this prospect are charge as the source rock, which underlies the
reservoir, is only mature towards its base with the upper portions acting as a seal. Additionally the
up-dip closure requires an effective pinchout of the reservoir unit.
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Scott Pickford has devised a development scheme for this prospect based on the P50 reserves case
that utilizes 7 production wells and 2 water injectors with first oil in 2011. A recovery factor of
30 per cent. and an average well production rate of 8,000bopd have been assumed. The estimated
production and resultant cashflows for this prospect are shown in Appendix B.

3.1.5. Prospect Pam

This prospect comprises a downfaulted closure located on the western flank of the North Falkland
Basin. Currently this area is only covered by 2D data and this may be a factor that may cause the
drilling of Pam to be postponed until 3D data has been acquired. Figure 17 shows an example
seismic line through the Pam prospect area. The lack of 3D data prevents detailed amplitude
extraction work and thus it is not possible to recognize fan or channel type morphologies.
Additionally the relatively opaque seismic character beneath the high amplitude source rock
interval makes the identification of any potential reservoir package difficult. A possible gas chimney
seen on seismic to the east of the prospect area whilst providing evidence for a working
hydrocarbon system may also indicate the possibility that gas may be the fluid charge.

Figure 17 – Representative seismic line over the Pam and Ann Prospects
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Scott Pickford has reviewed the potential resource range by considering 2 potential reservoir levels
(both within the Barremian) and this is presented below:

Pam Barr 1 Pam Barr 2
Name ML Values ML Values

GRV (m3 x 106) 1544 2724
Net-to-Gross ratio 0.3 0.3
Porosity (%) 20.0 20.0
Hydrocarbon saturation (%) 70.0 70.0
FVF 1.2 1.2
Recovery Factor (%) 30.0 30.0

MONTE CARLO
STOIIP STOIIP

Percentile MMbbls MMbbls

90% 263 434
50% 329 557
10% 404 692

REC OIL REC OIL
Percentile MMbbls MMbbls

90% 76 125
50% 99 165
10% 125 215

Pam 1& 2 STOIIP REC OIL
Percentile MMbbls MMbbls

90% 697 201
50% 886 264
10% 1,096 340

Scott Pickford has estimated the Chance of Success of the Pam prospect as follows:

Factor Risk Value (%)

Source 85
Seal 60
Trap 60
Reservoir 35
Total 10.7% (1 in 9.3)

The main risks with regards to this prospect are the lack of definition of any potential reservoir
zones. The risk of gas as the main hydrocarbon phase is not accounted for in the above table.

Scott Pickford has devised a development scheme for this prospect based on the P50 reserves case
that utilizes 16 production wells and 4 water injectors with first oil in 2011. A recovery factor of
30 per cent. and an average well production rate of 6,000bopd have been assumed. The estimated
production and resultant cashflows for this prospect are shown in Appendix B.

3.1.6. Prospect Ann

This prospect is an elongate north-south trending anticlinal closure sitting on top of the Orca
Ridge. This prospect is up-dip from the Amerada well 14/9-1 drilled to the north and is located on
an isolated smaller closure, see Figure 18. The 14/9-1 well encountered minor oil shows in the
Aptian giving some encouragement that oil can migrate vertically from the deeply buried source
rock.
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Figure 18 – Depth structure map for the Ann Prospect
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An example seismic line is shown in Figure 17. There are 2 possible reservoir levels and Scott
Pickford has reviewed the potential resource range and this is presented below:

Barremian Aptian
Ann Ann

Name ML Values ML Values

GRV (m3 x 106) 769 523
Net-to-Gross ratio 0.65 0.60
Porosity (%) 25.0 25.0
Hydrocarbon saturation (%) 70.0 70.0
FVF 1.2 1.2
Recovery Factor (%) 35.0 35.0

MONTE CARLO
STOIIP STOIIP

Percentile MMbbls MMbbls

90% 387 233
50% 457 285
10% 532 347

REC OIL REC OIL
Percentile MMbbls MMbbls

90% 129 77
50% 159 100
10% 196 126

Ann Total STOIIP REC OIL
Percentile MMbbls MMbbls

90% 620 206
50% 742 259
10% 879 322

Scott Pickford has estimated the Chance of Success of the Ann prospect as follows:
Factor Risk Value (%)

Source 20
Seal 90
Trap 90
Reservoir 70
Total 11.3% (1 in 8.8)

The main risk with regards to this prospect is overwhelmingly migration from the source rock into
the structure.

Scott Pickford has devised a development scheme for this prospect based on the P50 reserves case
that utilizes 13 production wells and 4 water injectors with first oil in 2011. A recovery factor of
30 per cent. and an average well production rate of 8,000bopd have been assumed. The estimated
production and resultant cashflows for this prospect are shown in Appendix B.

3.2. Production Licenses PL023 and PL024 (Rockhopper 100 per cent. WI)

These two licenses that are comprised of a total of 16 blocks (an area of 4,200km2) are operated by
Rockhopper and have not been drilled. The blocks are covered by 1832km of 2D seismic and the
water depth is around 150m. The southernmost edge of the license area is located only 25km from
the Falkland Islands themselves. Geologically the blocks straddle the eastern margin of the
southernmost portion of the North Falkland Basin and, in the very south, contain two small
sub-basins with compressional features. The work commitment on these licenses is to acquire
640km of 2D seismic.

The major difference between these two licenses and the PL03 and PL04 area is that the excellent
source rock proven in the latter area is modeled to be immature in this region. Therefore it is
necessary to invoke the presence of an earlier Cretaceous or Jurassic source rock in order for a
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mature source to be active. This assumption is supported by the general tectonic evolution of the
area that has rifting initiating in late Jurassic times and hence lacustrine conditions being present
over an extended time period. Additionally there is the possibility that the southernmost portions of
the license areas may have been exposed to marine influence in the late Jurassic. The DSDP (Deep
Sea Drilling Project) wells on the Ewing Bank to the east of the Falkland Islands proved the
existence of good quality source rocks in the late Jurassic. Well 14/5-1 drilled by Shell in Tranche B
also proved the existence of an older source rock (dated as Valanginian) which if present would be
mature within licenses PL023 and PL024. There is abundant seismic evidence in the form of gas
escape pockmarks and chimneys to support the presence of an active source system. Figure 19
shows a two-way time structure map for a horizon near to the base of the Cretaceous. This map
clearly shows the limits of the graben and the presence of fourway dip closures within it.

Figure 19 – Regional two-way time structure map at the near Base Cretaceous for the PL023 and
PL024 license areas

3.2.1. Prospect J-1

Currently only one feature has been mapped with sufficient confidence to be accorded prospect
status, this is the J-1 structure. Figure 20 shows a close-up of the two-way time structure map for
this structure and a possible closing contour. Figures 21 and 22 show the seismic expression of this
prospect and in particular the possible presence of a flat spot that may indicate a hydrocarbon
accumulation.
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Figure 20 – A two-way time structure map of the J-1 structure

Figure 21 – Representative seismic line over the J-1 Prospect
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Figure 22 – Representative seismic line over the J-1 Prospect (close-up)

Scott Pickford has assessed the resources within this prospect to be as follows:
J-1 Prospect

Name ML Values

NRV (m3 x 106) 276.00
Porosity (%) 25.0
Hydrocarbon saturation (%) 70.0
FVF 1.1
Recovery Factor (%) 30.0

MONTE CARLO
STOIIP

Percentile MMbbls

90% 192
50% 328
10% 564

REC OIL
Percentile MMbbls

90% 62
50% 107
10% 187

Scott Pickford has estimated the Chance of Success of the J-1 prospect as follows:
Factor Risk Value (%)

Source 60
Seal 90
Trap 90
Reservoir 40
Total 19.4% (1 in 5.2)

The main risks with regards to this prospect are reservoir presence and effectiveness and to a lesser
extent source presence and effectiveness.

The J-1 prospect in License PL024 represents a completely separate play type from those recognised
in Licenses PL03 and PL04. This prospect is unlikely to be drilled before 2007 as it is Rockhopper’s
current intention to acquire 3D seismic before committing to drill. Scott Pickford has devised a
development scheme for this prospect based on the P50 reserves case that utilizes 6 production
wells and 2 water injectors with first oil in 2010. A recovery factor of 30 per cent. and an average
well production rate of 8,000bopd have been assumed. There is a possibility that if the J-1 prospect
was drilled on the basis of 2D seismic then the date for first oil could be accelerated by a year. The
estimated production and resultant cashflows for this prospect are shown in Appendix B.
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3.2.2. Additional Leads

A number of leads have been identified mainly to the south and west of the license area and are
shown in Figure 23. Many of these leads in the south have a compressional origin as illustrated on
the seismic line shown in Figure 24. Lead F defined on 2D data has been selected as a representative
lead from this area. Rockhopper intends to acquire further seismic data over these leads. This
seismic will most probably consist of an initial phase of 2D followed by 3D over selected prioritized
areas.

Figure 23 – Map showing outline of Leads recognized in License areas PL023 and PL024

Figure 24 – Representative seismic line over the sample leads in License areas PL023 and PL024
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Scott Pickford has assessed the resources within this prospect to be as follows:

F
Name ML Values

NRV (m3 x 106) 594.00
Porosity (%) 20.0
Hydrocarbon saturation (%) 70.0
FVF 1.2
Recovery Factor (%) 30.0

MONTE CARLO
STOIIP

Percentile MMbbls

90% 331
50% 436
10% 548

REC OIL
Percentile MMbbls

90% 95
50% 131
10% 167

Scott Pickford has estimated the Chance of Success of Lead F as follows:

Factor Risk Value (%)

Source 30
Seal 80
Trap 90
Reservoir 50
Total 10.8% (1 in 9.3)

The additional 2D seismic over the leads will be acquired as part of the same acquisition campaign
that will shot the 3D data over the J-1 prospect. Thus unless the decision is taken to drill on the basis
of 2D seismic alone it is unlikely that any of these leads will be drilled before 2008. Scott Pickford
has devised a development scheme for this sample Lead based on the P50 reserves case that utilizes 6
production wells and 2 water injectors with first oil in 2010. A recovery factor of 30 per cent. and an
average well production rate of 8,000bopd have been assumed. The estimated production and
resultant cashflows for this prospect are shown in Appendix B.

3.3. Production Licenses PL032 & PL033 (Rockhopper 100 per cent. WI)

Production Licenses PL032 & PL033 cover an area of 1680km2 and were awarded to Rockhopper
in April 2005. Two wells have been drilled in the licenses both by Shell in 1998. These wells were
targeted at shallow structural closures related to the mid-graben inversion, see Figures 25 and 26
for a structure map and representative seismic line respectively. This area is currently covered by
368km2 of 3D seismic acquired by Shell and 1546km of 2D seismic data that has been
re-interpreted by Rockhopper. A number of prospects/leads have been recognized along the
north-south trending basin margin. These prospects and leads are thus distinctly different from the
targets drilled by Shell and consist essentially of a northwards extension of the basin margin plays
recognized in the Desire operated acreage to the south. There is a possibility that multiple reservoir
horizons may exist fringing the basin margin and a map for one such horizon is included as
Figure 27. Scott Pickford has reviewed the prospect extents and the range of possible reservoir
input parameters and has produced it own estimates of the range of reserve size that may be
expected. A representative prospect (B Central) has been selected in order to calculate an indicative
economic value for prospects in this area. The P50 reserves case (mid range value) for the B150 level
was selected as the input for the value determination however a number of other potential reservoir
horizons are interpreted which could substantially increase this reserve volume. In terms of risk
these prospects must be regarded as somewhat dependent on the results of the tests of this play
concept further south in the Desire acreage. In addition the prospects in Licenses PL032 & PL033
are located further away from the area of proved mature source rock as shown in Figure 3 (although
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it is possible that the mature area shown may prove to be conservative) and hence would require a
longer migration path to be charged. There is however a reasonable chance that a deeper effective
source rock may exist as the nearby well 14/5-1 has shown and if this is the case then the migration
distance would be very small. Therefore the risk for these prospects have been adjusted to account
both for the dependency on proving the play concept in the Desire acreage and the possibly slightly
less favourable charge geometry.

Figure 25 – A two-way time structure map at B130 Delta Top of the PL032 and PL033 License area
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Figure 26 – Representative seismic line (E-W) over Licenses PL032 and PL033
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Figure 27 – A two-way time structure map at the B200 level of the PL032 and PL033 License area

Scott Pickford has assessed the resources within this prospect to be as follows:

B CENTRAL
Name ML Values

NRV (m3 x 106) 468.00
Porosity (%) 20.0
Hydrocarbon saturation (%) 70.0
FVF 1.2
Recovery Factor (%) 30.0

MONTE CARLO
STOIIP

Percentile MMbbls

90% 302
50% 343
10% 386

REC OIL
Percentile MMbbls

90% 91
50% 103
10% 116
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Scott Pickford has estimated the Chance of Success of B Central prospect as follows:

Factor Risk Value (%)

Source 50
Seal 50
Trap 70
Reservoir 50
Total 8.8% (1 in 11.4)

Rockhopper is planning to acquire 685km2 of 3D seismic in this area and a map showing the
proposed areal coverage is shown in Figure 28. The risk on prospects in this area is currently quite
high however this should be reduced somewhat by the 3D acquisition and potentially much more
significantly by the results of drilling analogous features to the south.

Figure 28 – Map showing extent of the proposed 3D survey over the PL032 and PL033 Licenses

Scott Pickford has devised a development scheme for this sample prospect based on the P50 reserves
case that utilizes 7 production wells and 2 water injectors with first oil in 2010. A recovery factor of
30 per cent. and an average well production rate of 6,000bopd have been assumed. The estimated
production and resultant cash flows for this prospect are shown in Appendix B.

4. Economic Analysis
4.1. Oil Price

Scott Pickford’s economic analysis has been based on an oil price of $25 at the CALM buoy. This is
the equivalent of a Brent oil price of US$30 landed in northwest Europe or the US Gulf Coast.
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4.2. Capital Costs

4.2.1. Exploration

Rockhopper are committed to paying 30 per cent. of the dry hole costs of a three well exploration
program to earn a 15 per cent. interest in Blocks PL03 & PL04 currently held by Desire Petroleum,
in the North Falklands Basin.

The three well exploration programme is planned to start in late 1st or early 2nd quarter 2006 and
to cost a total of US$40MM gross, including mobilization ex Brazil, based on an assumed rig rate of
US$110,000/day. These wells will be ‘finder’ type wells i.e. not fully engineered and will be of a slim
hole design. It is nevertheless still hoped that testing and/or coring will be possible if positive
indications are received.

Should the exploration programme be successful it is expected that one or two appraisal wells will
be drilled in the year following the discovery.

The prospects targeted in the first exploration programme are likely to be Liz, Anna, and Beth in the
Desire operated acreage.

In addition Rockhopper is committed to shooting some 640km of 2D seismic in Licenses PL023
and PL024 although Scott Pickford has assumed that some 3D seismic will be acquired over the J-1
prospect. Rockhopper also intend to acquire 685km2 of 3D seismic in Licenses PL032 and PL033.
The total cost for seismic acquisition is estimated at some US$15MM.

4.3. Field Development

The prospects are all in very similar water depth, 350-400m, with the exception of J-1 that is
located in 150m of water. The prospects have very similar target depths of between 2000 and
3000m with the exceptions of Anna Deep at 4200m and J-1 at 1200m.

If exploration is successful it is assumed that each field will be developed by drilling highly
deviated/horizontal sub-sea completed wells, tied back to sub-sea production manifolds and, where
appropriate, sub-sea water injection manifolds connected to a turret moored FPS with offshore
loading to ocean going tankers via a CALM buoy.

4.3.1. Wells

It has been assumed that wells will be drilled using semi-submersible drilling rigs with an average rig
rate of US$145,000 per day. The cost of each well will vary depending on the reservoir depth.

4.3.2. Sub-sea Equipment

An allowance has been included for each well of US$9MM per well for sub-sea equipment to
include templates, manifolds, flowlines, umbilicals etc.

4.3.3. Installation

An allowance has been made of US$12MM per well to cover installation of templates, manifolds,
flowlines, umbilicals etc

4.3.4. Production Facilities

It has been assumed that all fields will be developed using a leased FPS linked to a leased CALM
buoy. There is therefore no capital cost incurred for the production facilities.

4.3.5. Shore Base

A small shore base would be required including accommodation for operations staff and transit
staff. It is assumed that the Shore Base will be leased and no capital costs will be incurred.

4.4. Operating Costs

4.4.1. Wells

It has been assumed that each operating well will require intervention of, on average, of 5 days per
year at an estimated rig rate of US$145,000/day.
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4.4.2. Production Facilities

The leasing cost of each FPS and CALM buoy is estimated at US$46MM per annum for the first 10
years of field life and US$23MM per annum for the remainder of the field life.

The operating cost of each FPS and CALM buoy is estimated at US$20MM per annum throughout
the life of each field.

4.4.3. Shore Base

It is assumed that Shore Base facilities will be leased at an annual cost of US$10MM throughout the
life of each field.

4.5. Fiscal Terms

Cash flows have been generated based on the production profiles generated from the STOIIP for
each prospect and the Capital and operating costs evaluated as described above.

4.5.1. Royalty

Royalty has been levied on all revenues at a flat rate of 9 per cent.

4.5.2. Taxation

Taxation has been levied on total field revenues, after the deduction of Royalty, operating costs and
depreciation, at a flat rate of 25 per cent. 

Depreciation has been calculated on the basis of 25 per cent. of the declining balance of the capital
employed in the enterprise.

4.5.3. Abandonment

No allowance has been included for field abandonment.

It has been assumed that each field will be abandoned in the year following the year in which the
field post royalty revenues are exceeded by the field operating costs.

4.6. Value Summary

The following table presents a summary of the resources and value (risked and unrisked) for each of
the selected prospects or leads assuming an oil price of $25 at the CALM buoy and a 10 per cent.
discount rate. This oil price is equivalent to $30 Brent and allows for a $5/barrel shipping cost to
either the US Gulf Coast or northwest Europe.

Prospect/Lead License
EI

(%)

Unrisked
Prospective

Resources
(Mmboe)

Risked
Prospective

Resources
(Mmboe)

Unrisked
NPV10
($MM)

CoS
(%)

*EMV
($MM)

LIZ PL03 & PL04 15 470 82.7 312 17.6 51.6
ANNA PL03 & PL04 15 97 20.1 33 21.6 4.0
BETH PL03 & PL04 15 165 16.7 94 10.1 5.9
ANN PL03 & PL04 15 259 29.3 151 11.3 14.4
PAM PL03 & PL04 15 264 28.5 131 10.8 11.9
ANNA DEEP PL03 & PL04 15 149 16.1 39 10.8 0.4
RACHEL PL03 & PL04 15 164 20.1 80 12.3 8.3
B CENTRAL PL032 & PL033 100 103 9.4 238 8.8 14.2
J-1 PL024 100 107 20.8 323 19.4 56.7
LEAD F PL023 & PL024 100 131 14.1 388 10.8 35.3
* EMV values = (Unrisked NPV*COS) – (1-COS*Dry Hole Cost)

Table 4 – Summary of the Resources (Unrisked and Risked) and Values for key prospects and
sample leads in the Rockhopper acreage

Scott Pickford has also run value sensitivities to variations in the oil price assumption and the range
of Net Present Values corresponding to oil prices of $25, $30 and $35 (Brent) respectively are
presented in the table below.
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Table 5 – Sensitivity of NPV10 to oil price
NPV10 (US$ MM) @ Oil Price

Prospect/Lead License $25 $30 $35

LIZ PL03 & PL04 222 312 402
ANNA PL03 & PL04 15 33 53
BETH PL03 & PL04 62 94 126
ANN PL03 & PL04 110 151 192
PAM PL03 & PL04 87 131 176
ANNA DEEP PL03 & PL04 16 39 62
RACHEL PL03 & PL04 53 80 106
B CENTRAL PL032 & PL033 121 238 360
J-1 PL024 179 323 468
LEAD F PL023 & PL024 241 388 538

The above table demonstrates that even in a lower oil price scenario the prospects remain
economically robust.

5. Professional Qualifications
This valuation was carried out by Scott Pickford Ltd. Scott Pickford Ltd is a consultancy
specialising in geology, geophysics, petrophysics, petroleum engineering and economic analyses.
Scott Pickford Ltd began undertaking reserves reporting and valuation functions in 1996 and all its
personnel involved in such exercises have at the very minimum a first degree in geoscience or
petroleum engineering and many have masters degrees or doctorates. All personnel have a
minimum of five years relevant valuation experience and in the case of the senior project leaders
involved in this exercise this period exceeds ten years. Neil Oates as Head of Valuations is fully
authorised by Scott Pickford Ltd to supervise and sign off valuation reports on its behalf. Except for
the provision of professional services on a fee basis, Scott Pickford Ltd and its employees has no
commercial arrangement with any person or company involved in the interests that are the subject
of this report.

6. Consent
We confirm that we have given our written consent for the inclusion of our report and to references
to our report contained in Part III of the Admission Document in the form and context in which they
appear and have not withdrawn our consent and we authorize the contents of our report for the
purpose of the AIM Rules and accept responsibility for it.

Yours faithfully,

Head of Valuations
Neil K. Oates, BSc (Mining Geology, University of Nottingham), Ph.D (Geology Department
(Engineering Geology), University of Aston-in-Birmingham). Member of the Petroleum
Exploration Society of Great Britain.

Senior Geophysicist

Brian Diamond, BSc (Geology, University of Leeds), MSc (Basin Development and dynamics,
Royal Holloway College University of London)

Scott Pickford Ltd

4th Floor, Leon House
233 High Street
Croydon
Surrey
CR0 9XT
UK
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APPENDIX A

Definitions

Definitions used in this report are as follows.

“/d, pd, PD” means per day

“oAPI” means American Petroleum Institute units of specific gravity of liquid
hydrocarbon

“bbl” means barrel(s)

“bopd” means barrels of oil produced per day

“DHI” means direct hydrocarbon indicator

“DSDP” Deep Sea Drilling Project

“FPSO” means Floating Production, Storage and Offtake vessel

“FWHP” means flowing wellhead pressure

“GOC” means gas-oil-contact

“GOR” means gas:oil ratio

“GRV” means gross rock volume

“GWC” means gas-water-contact

“Hydrocarbon” means oil and/or gas and/or condensate

“Kr” means relative permeability

“Lead” means a structure that requires further technical appraisal prior to a decision
to drill or not

“M”, “MM”, “B” means thousands, millions, billions (thousand million) respectively

“mybp” means millions of years before present

“NR” means Net Revenue Interest

“NPV” means Net Present Value and is the total present value of a series of cash flows
discounted at a specified rate, to a specified date.

“NRV” means net rock volume – volume of reservoir rock within a prospect or lead

“ODT” means oil-down-to

“OWC” means oil-water-contact

“P10” means 10 per cent. probability that value will be equal to or greater than stated
value. Note that where indicative STOIIP and reserve volumes are mentioned
these are probabilities of volume size if any hydrocarbons are encountered

“P50” means 50 per cent. probability that value will be equal to or greater than stated
value. Note that where indicative STOIIP and reserve volumes are mentioned
these are probabilities of volume size if any hydrocarbons are encountered

“P90” means 90 per cent. probability that value will be equal to or greater than stated
value. Note that where indicative STOIIP and reserve volumes are mentioned
these are probabilities of volume size if any hydrocarbons are encountered

“PPL” Petroleum Production Licence

“Prospect” means a structure that has been technically evaluated to a state where it is
ready to be drilled

“PSC” Production Sharing Contracts
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“PTD” Means Proposed Total Depth

“PVT” means pressure – volume – temperature

“RCI” Formation Pressure Testing Tool (Baker Atlas)

“Reserves” means potential volume of hydrocarbon that could be commercially produced
from a field. Note that all reserves presented in this report are conceptual.
Formal reserves cannot be attributed to the prospects at this stage of
exploration since the existence of commercially developable hydrocarbon
accumulations is conceptual. In all of the prospects there is uncertainty about
reservoir presence and quality, hydrocarbon presence and, on the assumption
that hydrocarbons are found, their type and the potential well deliverability

“Resources” means those volumes of hydrocarbons either yet to be found (prospective) or if
found the development of which depends upon a number of factors being
resolved (contingent)

“RMS” means root mean squared

“Sw” means water saturation (compliment of hydrocarbon saturation

“SBM” means Single buoy mooring

“CALM” means Catenary Anchor Leg Mooring

“s”, “scf”, “SCF” means standard cubic feet (of gas)

“SPE” means Society of Petroleum Engineers

“stb”, “STB” means stock tank barrel(s) measured at 14.7 psia and 60o Fahrenheit

“STOIIP” means stock tank volume of oil initially-in-place, i.e. prior to production

“TOC” means total organic carbon

“tvdss” means true vertical depth sub sea

“Vsh” means volume of shale

“WI” means Working Interest

“WPC” means World Petroleum Congress
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Reserve and Resource Definitions
The diagram below illustrates the different reserve and resource categories as defined by the SPE
and adhered to in this report.

Given below are brief definitions of the main reserve and resource categories, fuller definitions can
be found on the Society of Petroleum Engineers (SPE) website (www.spe.org)

Contingent Resources
Contingent resources are generally defined as those hydrocarbon volumes which have been
discovered, but will require some degree of delineation. They will be short of the reserve status
because of being deemed contingent on other factors, e.g. favourable economics, the availability of
nearby infra-structure, the development of a key technology etc.

Prospective Resources
Prospective resources are those, which it is estimated may be potentially recoverable from as yet
undiscovered accumulations. Prospective resources can be quoted as either unrisked or risked
volumes. Risked volumes are calculated by multiplying the unrisked volume by an estimated
“Chance of Success” (COS). The COS is the chance expressed as a percentage of a prospect
containing any hydrocarbon (rather than being dry).

The ‘Chance of Success’ must incorporate the following key risks:

� TRAP (Structure and Seal): The expectation of there being an adequate hydrocarbon
trapping mechanism and the trap is effectively sealed.

� RESERVOIR: The expectation of effective reservoir rocks being present.

� CHARGE (Source and Migration): The expectation of there having been a source of
sufficient hydrocarbon generated in the system and that this generated hydrocarbon could
have migrated into the trap.

The risks incorporate both the presence and effectiveness of these critical factors. Since these three
key factors are independent and all three must be present for a successful outcome, the overall
‘Chance of Success’ is calculated as the product of the three probabilities. If the three key factors
described above are each judged to have a 50 per cent. expectation then the ‘Chance of Success’ for
the prospect is 12.5 per cent. being the product of these independent probabilities.
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APPENDIX B

Production Profiles and Cashflows for each Prospect

Production Profile – Prospect Liz

Year

Oil
Production

Rate
(Mbo/d)

Total
Oil

Production
(MMSTB)

Cumulative
Oil

Production
(MMSTB)

2009 60 22 22
2010 120 44 66
2011 162 59 125
2012 162 59 184
2013 162 59 243
2014 130 47 291
2015 104 38 329
2016 83 30 359
2017 66 24 383
2018 53 19 403
2019 43 16 418
2020 34 12 431
2021 27 10 441
2022 22 8 449
2023 17 6 455
2024 14 5 460
2025 11 4 464
2026 9 3 467
2027 7 3 470
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Post Tax Cash Flow – Prospect Liz

Oil Price US $/bbl 30.00

Year

Oil
Production

MMbbls
Revenues
US$ MM

CAPEX
US$ MM

OPEX
US$ MM

Pre Tax
C/F

US$ MM
Royalty

US$ MM
CT

US$ MM

Post Tax
C/F

US$ MM

Company
Share

US$ MM

2004 0 0 0 0 0 0 0 0.00 0.00
2005 0 0 15 0 (15) 0 0 (14.98) (4.02)
2006 0 0 37 0 (37) 0 0 (36.90) (5.54)
2007 0 0 0 0 0 0 0 0.00 0.00
2008 0 0 211 0 (211) 0 0 (210.60) (31.59)
2009 22 548 293 87 168 49 0 118.29 17.74
2010 44 1096 293 93 709 99 68 542.15 81.32
2011 59 1481 293 100 1088 133 182 772.93 115.94
2012 59 1481 98 102 1281 133 260 887.56 133.13
2013 59 1481 0 102 1379 133 267 979.11 146.87
2014 47 1185 0 102 1083 107 278 698.34 104.75
2015 38 948 0 102 846 85 219 541.67 81.25
2016 30 758 0 102 656 68 171 416.76 62.51
2017 24 607 0 102 505 55 133 317.15 47.57
2018 19 485 0 79 406 44 102 260.70 39.10
2019 16 388 0 79 309 35 83 191.56 28.73
2020 12 311 0 79 232 28 63 140.98 21.15
2021 10 248 0 79 169 22 46 100.62 15.09
2022 8 199 0 79 120 18 33 68.41 10.26
2023 6 159 0 79 80 14 23 42.69 6.40
2024 5 127 0 79 48 11 15 22.16 3.32
2025 4 102 0 79 23 9 8 5.77 0.87
2026 3 81 0 79 2 7 2 (7.32) (1.10)
2027 0 0 0 0 0 0 0 0.00 0.00
2028 0 0 0 0 0 0 0 0.00 0.00
Totals 467 11686 1240 1605 8840 1052 1952 5837 874

NPV @ 15 per cent. 1,308 195
NPV @ 10 per cent. 2,081 311

Oil Price Sensitivity
Oil Price US$ 25 30 35
NPV @ 10 per cent. 222 312 402
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Production Profile – Prospect Anna

Year

Oil Production
Rate

(Mbo/d)

Total Oil
Production
(MMSTB)

Cumulative Oil
Production
(MMSTB)

2009 30 11 11
2010 35 13 24
2011 35 13 37
2012 35 13 49
2013 28 10 60
2014 22 8 68
2015 18 7 74
2016 14 5 79
2017 11 4 84
2018 9 3 87
2019 7 3 90
2020 6 2 92
2021 5 2 94
2022 4 1 95
2023 3 1 96
2024 2 1 97



67

Post Tax Cash Flow – Prospect Anna
(in 2004 US$)

Oil Price US $/bbl 30.00

Year

Oil
Production

MMbbls
Revenues
US$ MM

CAPEX
US$ MM

OPEX
US$ MM

Pre Tax
C/F

US$ MM
Royalty

US$ MM
CT

US$ MM

Post Tax
C/F

US$ MM

Company
Share

US$ MM

2004 0 0 0 0 0 0 0 0.00 0.00
2005 0 0 13 0 (13) 0 0 (13.05) (1.96)
2006 0 0 31 0 (31) 0 0 (31.10) (4.67)
2007 0 0 0 0 0 0 0 0.00 0.00
2008 0 0 77 0 (77) 0 0 (77.10) (11.57)
2009 11 274 178 82 14 25 0 (10.72) (1.61)
2010 13 320 36 85 199 29 23 146.98 22.05
2011 13 320 0 85 235 29 35 170.88 25.63
2012 13 320 0 85 235 29 39 166.81 25.02
2013 10 256 0 85 171 23 42 105.59 15.84
2014 8 205 0 85 120 18 30 71.31 10.70
2015 7 164 0 85 79 15 20 44.00 6.60
2016 5 131 0 85 46 12 12 22.24 3.34
2017 4 105 0 85 20 9 6 4.89 0.73
2018 3 84 0 85 (1) 8 0 (8.94) (1.34)
2019 0 0 0 0 0 0 0 0.00 0.00
2020 0 0 0 0 0 0 0 0.00 0.00
2021 0 0 0 0 0 0 0 0.00 0.00
2022 0 0 0 0 0 0 0 0.00 0.00
2023 0 0 0 0 0 0 0 0.00 0.00
2024 0 0 0 0 0 0 0 0.00 0.00
2025 0 0 0 0 0 0 0 0.00 0.00
2026 0 0 0 0 0 0 0 0.00 0.00
2027 0 0 0 0 0 0 0 0.00 0.00
2028 0 0 0 0 0 0 0 0.00 0.00
2029 0 0 0 0 0 0 0 0.00 0.00
Totals 87 2176 335 844 996 196 209 592 89

NPV @ 15 per cent. 138 21
NPV @ 10 per cent. 223 33

Oil Price Sensitivity
Oil Price US$ 25 30 35
NPV @ 10 per cent. 15 33 53
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Production Profile – Prospect Anna Deep

Year

Oil Production
Rate

(Mbo/d)

Total Oil
Production
(MMSTB)

Cumulative Oil
Production
(MMSTB)

2011 21 8 8
2012 39 14 22
2013 52 19 41
2014 52 19 60
2015 46 17 76
2016 42 15 92
2017 33 12 104
2018 27 10 114
2019 21 8 121
2020 17 6 128
2021 14 5 133
2022 11 4 137
2023 9 3 140
2024 7 3 142
2025 6 2 144
2026 4 2 146
2027 4 1 147
2028 3 1 148
2029 2 1 149
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Post Tax Cash Flow – Prospect Anna Deep
(in 2004 US$)

Oil Price US $/bbl 30.00

Year

Oil
Production

MMbbls
Revenues
US$ MM

CAPEX
US$ MM

OPEX
US$ MM

Pre Tax
C/F

US$ MM
Royalty

US$ MM
CT

US$ MM

Post Tax
C/F

US$ MM

Company
Share

US$ MM

2004 0 0 0 0 0 0 0 0.00 0.00
2005 0 0 0 0 0 0 0 0.00 0.00
2006 0 0 0 0 0 0 0 0.00 0.00
2007 0 0 33 0 (33) 0 0 (32.95) (4.94)
2008 0 0 66 0 (66) 0 0 (65.90) (9.89)
2009 0 0 0 0 0 0 0 0.00 0.00
2010 0 0 109 0 (109) 0 0 (109.20) (16.38)
2011 8 192 188 80 (77) 17 0 (94.25) (14.14)
2012 14 356 188 83 84 32 0 52.42 7.86
2013 19 470 141 85 244 42 30 171.37 25.70
2014 19 470 0 85 385 42 54 288.48 43.27
2015 17 423 0 85 338 38 62 237.79 35.67
2016 15 381 0 85 295 34 57 204.05 30.61
2017 12 305 0 85 219 27 52 139.91 20.99
2018 10 244 0 85 158 22 38 98.45 14.77
2019 8 195 0 62 133 18 27 88.44 13.27
2020 6 156 0 62 94 14 23 56.42 8.46
2021 5 125 0 62 62 11 16 35.49 5.32
2022 4 100 0 62 37 9 10 18.82 2.82
2023 3 80 0 62 17 7 5 5.53 0.83
2024 3 64 0 62 1 6 1 (5.06) (0.76)
2025 0 0 0 0 0 0 0 0.00 0.00
2026 0 0 0 0 0 0 0 0.00 0.00
2027 0 0 0 0 0 0 0 0.00 0.00
2028 0 0 0 0 0 0 0 0.00 0.00
2029 0 0 0 0 0 0 0 0.00 0.00
Totals 142 3561 726 1051 1784 320 373 1090 163

NPV @ 15 per cent. 124 19
NPV @ 10 per cent. 261 39

Oil Price Sensitivity
Oil Price US$ 25 30 35
NPV @ 10 per cent. 16 39 62
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Production Profile – Prospect Beth

Year

Oil Production
Rate

(Mbo/d)

Total Oil
Production
(MMSTB)

Cumulative Oil
Production
(MMSTB)

2009 40 15 15
2010 52 19 34
2011 52 19 53
2012 52 19 72
2013 52 19 91
2014 42 15 106
2015 33 12 119
2016 27 10 128
2017 21 8 136
2018 17 6 142
2019 14 5 147
2020 11 4 151
2021 9 3 155
2022 7 3 157
2023 6 2 159
2024 4 2 161
2025 4 1 162
2026 3 1 163
2027 2 1 164
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Post Tax Cash Flow – Prospect Beth
(in 2004 US$)

Oil Price US $/bbl 30.00

Year

Oil
Production

MMbbls
Revenues
US$ MM

CAPEX
US$ MM

OPEX
US$ MM

Pre Tax
C/F

US$ MM
Royalty

US$ MM
CT

US$ MM

Post Tax
C/F

US$ MM

Company
Share

US$ MM

2004 0 0 0 0 0 0 0 0.00 0.00
2005 0 0 13 0 (13) 0 0 (13.05) (1.96)
2006 0 0 31 0 (31) 0 0 (31.10) (4.67)
2007 0 0 0 0 0 0 0 0.00 0.00
2008 0 0 104 0 (104) 0 0 (104.10) (15.62)
2009 15 365 178 83 105 33 0 71.65 10.75
2010 19 478 0 83 395 43 42 310.00 46.50
2011 19 478 0 83 395 43 73 279.35 41.90
2012 19 478 0 83 395 43 77 275.52 41.33
2013 19 478 0 83 395 43 79 272.65 40.90
2014 15 382 0 83 300 34 82 183.58 27.54
2015 12 306 0 83 223 28 61 134.16 20.12
2016 10 245 0 83 162 22 45 94.71 14.21
2017 8 196 0 83 113 18 32 63.21 9.48
2018 6 156 0 83 74 14 22 38.05 5.71
2019 5 125 0 60 66 11 13 40.96 6.14
2020 4 100 0 60 41 9 12 19.16 2.87
2021 3 80 0 60 21 7 7 6.34 0.95
2022 3 64 0 60 5 6 3 (3.90) (0.58)
2023 0 0 0 0 0 0 0 0.00 0.00
2024 0 0 0 0 0 0 0 0.00 0.00
2025 0 0 0 0 0 0 0 0.00 0.00
2026 0 0 0 0 0 0 0 0.00 0.00
2027 0 0 0 0 0 0 0 0.00 0.00
2028 0 0 0 0 0 0 0 0.00 0.00
2029 0 0 0 0 0 0 0 0.00 0.00
Totals 157 3929 326 1063 2540 354 549 1637 246

NPV @ 15 per cent. 402 60
NPV @ 10 per cent. 627 94

Oil Price Sensitivity
Oil Price US$ 25 30 35
NPV @ 10 per cent. 62 94 126
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Production Profile – Prospect Ann

Year

Oil Production
Rate

(Mbo/d)

Total Oil
Production
(MMSTB)

Cumulative Oil
Production
(MMSTB)

2011 40.0 15 15
2012 72.0 26 41
2013 87.5 32 73
2014 87.5 32 105
2015 87.5 32 137
2016 70.0 26 162
2017 56.0 20 183
2018 44.8 16 199
2019 35.8 13 212
2020 28.7 10 223
2021 22.9 8 231
2022 18.4 7 238
2023 14.7 5 243
2024 11.7 4 247
2025 9.4 3 251
2026 7.5 3 254
2027 6.0 2 256
2028 4.8 2 258
2029 3.8 1 259



73

Post Tax Cash Flow – Prospect Ann
(in 2004 US$)

Oil Price US $/bbl 30.00

Year

Oil
Production

MMbbls
Revenues
US$ MM

CAPEX
US$ MM

OPEX
US$ MM

Pre Tax
C/F

US$ MM
Royalty

US$ MM
CT

US$ MM

Post Tax
C/F

US$ MM

Company
Share

US$ MM

2004 0 0 0 0 0 0 0 0.00 0.00
2005 0 0 0 0 0 0 0 0.00 0.00
2006 0 0 0 0 0 0 0 0.00 0.00
2007 0 0 14 0 (14) 0 0 (13.52) (2.03)
2008 0 0 27 0 (27) 0 0 (27.04) (4.06)
2009 0 0 0 0 0 0 0 0.00 0.00
2010 0 0 98 0 (98) 0 0 (98.01) (14.70)
2011 15 365 166 83 117 33 0 83.83 12.57
2012 26 657 0 83 575 59 43 472.33 70.85
2013 32 799 0 83 716 72 115 529.89 79.48
2014 32 799 0 83 716 72 150 494.12 74.12
2015 32 799 0 83 716 72 153 491.44 73.72
2016 26 639 0 83 557 58 155 344.02 51.60
2017 20 511 0 83 429 46 120 262.54 39.38
2018 16 409 0 83 327 37 92 197.43 29.61
2019 13 327 0 60 268 29 70 168.39 25.26
2020 10 262 0 60 202 24 58 121.06 18.16
2021 8 209 0 60 150 19 43 87.82 13.17
2022 7 168 0 60 108 15 32 61.26 9.19
2023 5 134 0 60 75 12 22 40.02 6.00
2024 4 107 0 60 48 10 15 23.05 3.46
2025 3 86 0 60 26 8 9 9.48 1.42
2026 3 69 0 60 9 6 4 (1.37) (0.20)
2027 2 55 0 60 (5) 5 0 (10.04) (1.51)
2028 0 0 0 0 0 0 0 0.00 0.00
2029 0 0 0 0 0 0 0 0.00 0.00
Totals 256 6396 305 1196 4895 576 1083 3237 486

NPV @ 15 per cent. 594 89
NPV @ 10 per cent. 1,009 151

Oil Price Sensitivity
Oil Price US$ 25 30 35
NPV @ 10 per cent. 110 151 192
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Production Profile – Prospect Pam

Year

Oil Production
Rate

(Mbo/d)

Total Oil
Production
(MMSTB)

Cumulative Oil
Production
(MMSTB)

2011 30 11 11
2012 57 21 32
2013 84 31 62
2014 90 33 95
2015 90 33 128
2016 77 28 156
2017 61 22 179
2018 49 18 196
2019 39 14 211
2020 31 11 222
2021 25 9 231
2022 20 7 239
2023 16 6 245
2024 13 5 249
2025 10 4 253
2026 8 3 256
2027 7 2 258
2028 5 2 260
2029 4 2 262
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Post Tax Cash Flow – Prospect Pam
(in 2004 US$)

Oil Price US $/bbl 30.00

Year

Oil
Production

MMbbls
Revenues
US$ MM

CAPEX
US$ MM

OPEX
US$ MM

Pre Tax
C/F

US$ MM
Royalty

US$ MM
CT

US$ MM

Post Tax
C/F

US$ MM

Company
Share

US$ MM

2004 0 0 0 0 0 0 0 0.00 0.00
2005 0 0 0 0 0 0 0 0.00 0.00
2006 0 0 20 0 (20) 0 0 (20.48) (3.07)
2007 0 0 41 0 (41) 0 0 (40.96) (6.14)
2008 0 0 0 0 0 0 0 0.00 0.00
2009 0 0 119 0 (119) 0 0 (118.89) (17.83)
2010 11 274 208 83 (16) 25 0 (41.02) (6.15)
2011 21 520 208 87 226 47 17 161.55 24.23
2012 31 767 173 91 503 69 66 368.83 55.32
2013 33 822 0 91 731 74 118 539.68 80.95
2015 28 699 0 91 731 63 145 400.91 60.14
2016 22 560 0 91 609 50 122 296.63 44.49
2017 18 448 0 91 469 40 94 223.01 33.45
2018 14 358 0 91 357 32 71 164.29 24.64
2019 11 286 0 68 268 26 53 140.45 21.07
2020 9 229 0 68 219 21 44 97.33 14.60
2021 7 183 0 68 162 17 32 67.51 10.13
2022 6 147 0 68 116 13 22 43.71 6.56
2023 5 117 0 68 79 11 15 24.72 3.71
2024 4 94 0 68 50 8 8 9.55 1.43
2025 3 75 0 68 26 7 3 (2.55) (0.38)
2026 2 60 0 68 8 5 0 (12.82) (1.92)
2027 0 0 0 0 (7) 0 0 0.00 0.00
2028 0 0 0 0 0 0 0 0.00 0.00
2029 0 0 0 0 0 0 0 0.00 0.00
Totals 258 6462 769 1343 4351 582 948 2820 423

NPV @ 15 per cent. 508 76
NPV @ 10 per cent. 874 131

Oil Price Sensitivity
Oil Price US$ 25 30 35
NPV @ 10 per cent. 87 131 176



76

Production Profile – Prospect Rachel

Year

Oil Production
Rate

(Mbo/d)

Total Oil
Production
(MMSTB)

Cumulative Oil
Production
(MMSTB)

2011 40 15 15
2012 52 19 34
2013 52 19 53
2014 52 19 72
2015 52 19 91
2016 42 15 106
2017 33 12 119
2018 27 10 128
2019 21 8 136
2020 17 6 142
2021 14 5 147
2022 11 4 151
2023 9 3 155
2024 7 3 157
2025 6 2 159
2026 4 2 161
2027 4 1 162
2028 3 1 163
2029 2 1 164
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Post Tax Cash Flow – Prospect Rachel
(in 2004 US$)

Oil Price US $/bbl 30.00

Year

Oil
Production

MMbbls
Revenues
US$ MM

CAPEX
US$ MM

OPEX
US$ MM

Pre Tax
C/F

US$ MM
Royalty

US$ MM
CT

US$ MM

Post Tax
C/F

US$ MM

Company
Share

US$ MM

2004 0 0 0 0 0 0 0 0.00 0.00
2005 0 0 0 0 0 0 0 0.00 0.00
2006 0 0 0 0 0 0 0 0.00 0.00
2007 0 0 16 0 (16) 0 0 (15.55) (2.33)
2008 0 0 31 0 (31) 0 0 (31.10) (4.67)
2009 0 0 0 0 0 0 0 0.00 0.00
2010 0 0 89 0 (89) 0 0 (89.10) (13.37)
2011 15 365 178 83 105 33 0 71.65 10.75
2012 19 478 0 83 395 43 43 309.22 46.38
2013 19 478 0 83 395 43 73 278.76 41.81
2014 19 478 0 83 395 43 77 275.08 41.26
2015 19 478 0 83 395 43 80 272.32 40.85
2016 15 382 0 83 300 34 82 183.34 27.50
2017 12 306 0 83 223 28 62 133.98 20.10
2018 10 245 0 83 162 22 45 94.57 14.19
2019 8 196 0 60 136 18 32 86.10 12.92
2020 6 156 0 60 97 14 28 55.22 8.28
2021 5 125 0 60 66 11 19 35.15 5.27
2022 4 100 0 60 41 9 12 19.12 2.87
2023 3 80 0 60 21 7 7 6.31 0.95
2024 3 64 0 60 5 6 3 (3.92) (0.59)
2025 0 0 0 0 0 0 0 0.00 0.00
2026 0 0 0 0 0 0 0 0.00 0.00
2027 0 0 0 0 0 0 0 0.00 0.00
2028 0 0 0 0 0 0 0 0.00 0.00
2029 0 0 0 0 0 0 0 0.00 0.00
Totals 157 3929 314 1017 2598 354 563 1681 252

NPV @ 15 per cent. 311 47
NPV @ 10 per cent. 530 80

Oil Price Sensitivity
Oil Price US$ 25 30 35
NPV @ 10 per cent. 53 80 106
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Production Profile – Prospect B Central

Year

Oil Production
Rate

(Mbo/d)

Total Oil
Production
(MMSTB)

Cumulative Oil
Production
(MMSTB)

2010 32 12 12
2011 35 13 24
2012 35 13 37
2013 35 13 50
2014 28 10 60
2015 22 8 68
2016 18 7 75
2017 14 5 80
2018 11 4 84
2019 9 3 88
2020 7 3 90
2021 6 2 93
2022 5 2 95
2023 5 2 97
2024 4 2 99
2025 4 2 101
2026 3 1 102
2027 3 1 103
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Post Tax Cash Flow – Prospect B Central
(in 2004 US$)

Oil Price US $/bbl 30.00

Year

Oil
Production

MMbbls
Revenues
US$ MM

CAPEX
US$ MM

OPEX
US$ MM

Pre Tax
C/F

US$ MM
Royalty

US$ MM
CT

US$ MM

Post Tax
C/F

US$ MM

Company
Share

US$ MM

2004 0 0 0 0 0 0 0 0.00 0.00
2005 0 0 0 0 0 0 0 0.00 0.00
2006 0 0 12 0 (12) 0 0 (11.78) (11.78)
2007 0 0 24 0 (24) 0 0 (23.56) (23.56)
2008 0 0 0 0 0 0 0 0.00 0.00
2009 0 0 93 0 (93) 0 0 (92.79) (92.79)
2010 12 292 156 83 54 26 0 27.80 27.80
2011 13 320 0 83 237 29 28 180.19 180.19
2012 13 320 0 83 237 29 39 169.53 169.53
2013 13 320 0 83 237 29 42 166.20 166.20
2014 10 256 0 83 173 23 45 105.54 105.54
2015 8 205 0 83 122 18 32 71.68 71.68
2016 7 164 0 83 81 15 22 44.69 44.69
2017 5 131 0 83 48 12 13 23.16 23.16
2018 4 105 0 83 22 9 7 5.99 5.99
2019 3 84 0 60 24 8 1 15.30 15.30
2020 3 67 0 60 7 6 3 (1.38) (1.38)
2021 2 54 0 60 (6) 5 0 (10.73) (10.73)
2022 0 0 0 0 0 0 0 0.00 0.00
2023 0 0 0 0 0 0 0 0.00 0.00
2024 0 0 0 0 0 0 0 0.00 0.00
2025 0 0 0 0 0 0 0 0.00 0.00
2026 0 0 0 0 0 0 0 0.00 0.00
2027 0 0 0 0 0 0 0 0.00 0.00
2028 0 0 0 0 0 0 0 0.00 0.00
2029 0 0 0 0 0 0 0 0.00 0.00
Totals 93 2315 284 921 1110 208 232 670 670

NPV @ 15 per cent. 145 145
NPV @ 10 per cent. 238 238

Oil Price Sensitivity
Oil Price US$ 25 30 35
NPV @ 10 per cent. 121 238 360
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Production Profile – Prospect J-1

Year

Oil Production
Rate

(Mbo/d)

Total Oil
Production
(MMSTB)

Cumulative Oil
Production
(MMSTB)

2010 36 13 13
2011 36 13 26
2012 36 13 39
2013 36 13 53
2014 32 12 64
2015 26 9 74
2016 21 8 81
2017 17 6 88
2018 13 5 92
2019 11 4 96
2020 8 3 99
2021 7 2 102
2022 5 2 104
2023 4 2 105
2024 3 1 107
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Post Tax Cash Flow – Prospect J-1
(in 2004 US$)

Oil Price US $/bbl 30.00

Year

Oil
Production

MMbbls
Revenues
US$ MM

CAPEX
US$ MM

OPEX
US$ MM

Pre Tax
C/F

US$ MM
Royalty

US$ MM
CT

US$ MM

Post Tax
C/F

US$ MM

Company
Share

US$ MM

2004
2005 0 0 0 0 0 0 0 0.00 0.00
2006 0 0 18 0 (18) 0 0 (17.65) (17.65)
2007 0 0 25 0 (25) 0 0 (25.30) (25.30)
2008 0 0 0 0 0 0 0 0.00 0.00
2009 0 0 122 0 (122) 0 0 (122.20)(122.20)
2010 13 329 107 82 140 30 0 110.14 110.14
2011 13 329 0 82 247 30 37 180.03 180.03
2012 13 329 0 82 247 30 42 175.77 175.77
2013 13 329 0 82 247 30 45 172.58 172.58
2014 12 296 0 82 214 27 47 140.27 140.27
2015 9 237 0 82 155 21 41 92.11 92.11
2016 8 189 0 82 108 17 29 61.15 61.15
2017 6 151 0 82 70 14 20 36.45 36.45
2018 5 121 0 82 39 11 12 16.74 16.74
2019 4 97 0 82 15 9 5 1.01 1.01
2020 3 78 0 59 19 7 0 11.45 11.45
2021 2 62 0 59 3 6 2 (4.32) (4.32)
2022 0 0 0 0 0 0 0 0.00 0.00
2023 0 0 0 0 0 0 0 0.00 0.00
2024 0 0 0 0 0 0 0 0.00 0.00
2025 0 0 0 0 0 0 0 0.00 0.00
2026 0 0 0 0 0 0 0 0.00 0.00
2027 0 0 0 0 0 0 0 0.00 0.00
2028 0 0 0 0 0 0 0 0.00 0.00
2029 0 0 0 0 0 0 0 0.00 0.00
2030 0 0 0 0 0 0 0 0.00 0.00
Totals 102 2546 272 936 1338 229 281 828 828

NPV @ 15 per cent. 206 206
NPV @ 10 per cent. 323 323

Oil Price Sensitivity
Oil Price US$ 25 30 35
NPV @ 10 per cent. 179 323 468
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Production Profile – Lead F

Year

Oil Production
Rate

(Mbo/d)

Total Oil
Production
(MMSTB)

Cumulative Oil
Production
(MMSTB)

2010 19.0 7 7
2011 34.0 12 19
2012 45.0 16 36
2013 45.0 16 52
2014 45.0 16 69
2015 35.0 13 81
2016 28.0 10 92
2017 22.4 8 100
2018 17.9 7 106
2019 14.3 5 112
2020 11.5 4 116
2021 9.2 3 119
2022 7.3 3 122
2023 5.9 2 124
2024 4.7 2 126
2025 3.8 1 127
2026 3.0 1 128
2027 2.4 1 129
2028 1.9 1 130
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Post Tax Cash Flow – Lead F
(in 2004 US$)

Oil Price US $/bbl 30.00

Year

Oil
Production

MMbbls
Revenues
US$ MM

CAPEX
US$ MM

OPEX
US$ MM

Pre Tax
C/F

US$ MM
Royalty

US$ MM
CT

US$ MM

Post Tax
C/F

US$ MM

Company
Share

US$ MM

2004 0 0 0 0 0 0 0 0.00 0.00
2005 0 0 0 0 0 0 0 0.00 0.00
2006 0 0 12 0 (12) 0 0 (11.78) (11.78)
2007 0 0 24 0 (24) 0 0 (23.56) (23.56)
2008 0 0 0 0 0 0 0 0.00 0.00
2009 0 0 0 0 0 0 0 0.00 0.00
2010 7 173 145 80 (51) 16 0 (66.40) (66.40)
2011 12 310 78 82 151 28 8 114.62 114.62
2012 16 411 0 82 329 37 37 255.24 255.24
2013 16 411 0 82 329 37 63 229.07 229.07
2014 16 411 0 82 329 37 66 226.57 226.57
2015 13 320 0 82 238 29 67 141.61 141.61
2016 10 256 0 82 174 23 48 102.81 102.81
2017 8 205 0 82 123 18 35 69.77 69.77
2018 7 164 0 82 82 15 24 43.39 43.39
2019 5 131 0 59 72 12 15 45.32 45.32
2020 4 105 0 59 46 9 14 22.75 22.75
2021 3 84 0 59 25 8 8 9.31 9.31
2022 3 67 0 59 8 6 4 (1.42) (1.42)
2023 2 54 0 59 (5) 5 0 (10.01) (10.01)
2024 0 0 0 0 0 0 0 0.00 0.00
2025 0 0 0 0 0 0 0 0.00 0.00
2026 0 0 0 0 0 0 0 0.00 0.00
2027 0 0 0 0 0 0 0 0.00 0.00
2028 0 0 0 0 0 0 0 0.00 0.00
2029 0 0 0 0 0 0 0 0.00 0.00
Totals 124 3100 258 1028 1814 279 388 1147 1147

NPV @ 15 per cent. 235 235
NPV @ 10 per cent. 388 388

Oil Price Sensitivity
Oil Price US$ 25 30 35
NPV @ 10 per cent. 241 388 538
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PART IV

Financial Information on the Group

The following is the full text of a report on Rockhopper from Baker Tilly, the Reporting
Accountants, to the Directors of Rockhopper Exploration plc.

2 Bloomsbury Street
London WC1B 3ST
www.bakertilly.co.uk

The Directors
Rockhopper Exploration plc
Hilltop Park
Devizes Road
Salisbury
Wiltshire
SP3 4UF

Dear Sirs

Rockhopper Exploration plc (“Rockhopper”)

and its subsidiary undertakings (“Rockhopper Group”)

Introduction
We report in connection with the proposed placing of ordinary shares (“the Placing”) of
Rockhopper Exploration plc (“Rockhopper” or “the Company”) and the proposed admission of
the ordinary share capital of the Company to trading on AIM (“Admission”). This report has been
prepared for inclusion in the admission document dated 9 August 2005 (“the Admission
Document”).

This report is required by paragraph 20.1 of Annex I of the AIM Rules and is given for the purpose
of complying with that paragraph and for no other purpose.

Rockhopper was incorporated on 5 October 2004 and has subsequently acquired the entire share
capital of Rockhopper Resources Limited, a company incorporated in England & Wales, by means
of a share for share exchange on 23 February 2005. The Company converted to a plc on 1 March
2005.

There are five wholly owned subsidiary companies in the Group: Rockhopper Exploration
(Petrochemicals) Limited is incorporated in England & Wales and is dormant; Rockhopper
Exploration (Oil) Limited is incorporated in England and Wales and holds the entire share capital
of Rockhopper Exploration (Oil) Limited, a Falkland Islands company involved in oil exploration
activities, Rockhopper Exploration (Hydrocarbons) Limited, a company incorporated in England
& Wales that has acquired a production licence for the Falkland Islands region; and Rockhopper
Resources Limited, a company incorporated in England and Wales that has acquired production
licences for the Falkland Islands region.

As the Company, Rockhopper Exploration (Hydrocarbons) Limited, Rockhopper Exploration
(Petrochemicals) Limited and both Rockhopper Exploration (Oil) Limited (UK and Falkland
Islands incorporated) were all incorporated during the six months preceding 31 March 2005, they
have not yet prepared statutory accounts. Consolidated non- statutory accounts for the Company,
incorporating the results and assets of all of the subsidiaries have been prepared for the period
ended 31 March 2005 and were audited by Baker Tilly, Chartered Accountants who issued an
unqualified opinion thereon.
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Rockhopper Resources Limited prepared dormant company accounts which were not subject to audit in
respect of the years ended 31 January 2003 and 31 January 2004. The accounting reference date was
changed to 31 March 2005 and statutory accounts were prepared in respect of this period. These were
audited by Baker Tilly, Chartered Accountants who issued an unqualified opinion thereon.

No audited financial statements have been prepared for Rockhopper or any of its subsidiary
undertakings in respect of any subsequent period.

Responsibility
The consolidated financial statements are the responsibility of the directors of Rockhopper Group
who approved their issue. The Directors of the Company are responsible for the contents of the
Admission Document dated 9 August 2005 in which this report is included.

It is our responsibility to compile the financial information set out below from Rockhopper
Group’s financial records and to make a report in accordance with the AIM Rules and the
Prospectus Directive Regulations. Our work has been undertaken so that we might state those
matters we are required to state in our report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone for any other purpose for our
work, for this report or for the opinions we have formed.

Basis of opinion
We conducted our work in accordance with the Statements of Investment Circular Reporting
Standards issued by the Auditing Practices Board. Our work included an assessment of evidence
relevant to the amounts and disclosures in the financial information. The evidence included that
recorded by the auditors who audited the financial statements underlying the financial information.
It also included an assessment of the significant estimates and judgements made by those
responsible for the preparation of the financial statements underlying the financial information and
whether the accounting policies are appropriate to Rockhopper Group’s circumstances,
consistently applied and adequately disclosed.

We planned and performed our work 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 information is free from material misstatement, whether caused by fraud or other
irregularity or error.

Opinion
In our opinion, the financial information set out below gives, for the purpose of the Admission
Document, a true and fair view of the consolidated losses, consolidated cash flow and consolidated
total recognised gains and losses of Rockhopper Group for the two years ended 31 January 2003
and 31 January 2004 and the period ended 31 March 2005, and of the state of affairs of
Rockhopper Group at the end of each period.
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Consolidated Profit and Loss Accounts
Year ended
31 January

Year ended
31 January

Period ended
31 March

Notes
2003
£’000

2004
£’000

2005
£’000

Turnover — — —
Cost of sales — — —

Gross profit — — —
Administrative expenses — — (228)

Operating loss 2 — — (228)
Bank interest receivable — — 5

Loss on ordinary activities before taxation — — (223)
Taxation 3 — — —

Loss on ordinary activities after taxation for
the year/period 12 — — (223)

Earnings per ordinary share 5
– basic — — (3.27p)
– diluted — — (3.27p)

Operating loss all derives from continuing operations.

No separate Statement of Total Recognised Gains and Losses has been presented as all such gains
and losses have been dealt with in the Profit and Loss Account.
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Consolidated Balance Sheets
As at

31 January
As at

31 January
As at

31 March

Notes
2003

£’000
2004
£’000

2005
£’000

Fixed assets
Intangible assets 6 — — 236
Tangible assets 7 — — 2

— — 238

Current assets
Debtors 9 — — 38
Cash at bank — — 1,190

— — 1,228

Creditors: amounts falling due within one
year 10 — — (106)

Net current assets — — 1,122

Total assets less current liabilities — — 1,360

Capital and reserves
Called up share capital 11 140 140 361
Share premium 12 — — 1,362
Merger reserve 12 (140) (140) (140)
Profit and loss account 12 — — (223)

Equity shareholders’ funds — — 1,360
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Consolidated Cash Flow Statements
Year ended
31 January

Year ended
31 January

Period ended
31 March

Notes
2003
£’000

2004
£’000

2005
£’000

Net cash flow from operating activities 13 — — (147)

Returns on investments and servicing of
finance
Interest received — — 5

Net cash flow for returns on investments and
servicing of finance — — 5

Capital expenditure and financial investment
Purchase of tangible fixed assets — — (2)
Purchase of intangible fixed assets — — (236)

Net cash flow for capital expenditure and
servicing of finance — — (238)

Cash flow before financing — — (380)
Proceeds from the issue of shares — — 594
Loan stock issued (subsequently converted to
equity) — — 976

Net cash flow from financing — — 1,570

Increase in cash in year/period — — 1,190

Reconciliation of net cash flow to movement in net funds

Year ended
31 January

Year ended
31 January

Period ended
31 March

Notes
2003
£’000

2004
£’000

2005
£’000

Movement in cash in year/period — — 1,190
Opening net funds — — —

Closing net funds — — 1,190
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NOTES TO THE FINANCIAL INFORMATION

1. Accounting policies
Basis of accounting

The financial information has been prepared under the historical cost convention and in
accordance with applicable United Kingdom accounting standards and the Statement of
Recommended Practice (SORP) ‘Accounting for Oil and Gas Exploration, Development,
Production and Decommissioning Activities’ issued by the UK Oil Industry Accounting Committee
on 7 June 2001.

The Directors have prepared the accounts on the going concern basis. The Company had cash
reserves of £1.19 million as at 31 March 2005 which were sufficient for the Company to meet its
liabilities at that time. The funding to be raised from the proposed admission to AIM will allow the
Company to progress with its oil exploration activities.

Basis of consolidation

The financial statements consolidate the results, cash flows and assets and liabilities of the
Company and its wholly owned subsidiary undertaking, Rockhopper Resources Limited, by the
method of merger accounting. The results, cash flows and assets and liabilities of the Company’s
other wholly owned subsidiaries are consolidated by the method of acquisition accounting.

In the Company’s balance sheet the investment in Rockhopper Resources Limited is stated at the
nominal value of shares issued. As permitted by Sections 131 and 133 of the Companies Act 1985,
no premium has been recorded on the ordinary shares in connection with this acquisition.

On consolidation the difference between the nominal value of the shares issued with the nominal
value of the shares received has been debited to a merger reserve.

Operating lease agreements

Rentals applicable to operating leases where substantially all of the benefits and risks of ownership
remain with the lessor are charged against profits on a straight line basis over the period of the lease.

Deferred taxation

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 that result in an obligation to pay more tax in
the future or a right to pay less tax in the future have occurred at the balance sheet date. Timing
differences are differences between the Company’s taxable profits and its results as stated in the
financial statements.

Deferred tax is measured at the average tax rates that are expected to apply in the periods in which
timing differences are expected to reverse, based on tax rates and laws that have been enacted or
substantially enacted by the balance sheet date. Deferred tax is measured on a non-discounted
basis.

Intangible fixed assets – oil and gas interests

The Company follows the full cost method of accounting under which all costs relating to the
exploration for development of oil and gas interests, whether productive or not, are accumulated
and capitalised as fixed assets. These costs, which are initially classified as intangible fixed assets,
are only carried forward to the extent that they are expected to be recouped through the successful
development of an area or where activities in an area have not yet reached a stage which permits
reasonable assessment of the existence of economically recoverable reserves.

Costs dealt with in this way include seismic data, licence acquisition costs, technical work,
exploration and appraisal drilling, general technical support and a proportion of directly
attributable administrative and overhead costs.

Costs are transferred to depreciable pools within intangible fixed assets in each regional cost pool
upon declaration of commerciality or upon cessation of exploration on each license and amortised
over the life of the area according to the rate of depletion of the economically recoverable costs. Any
proceeds arising from the sale or farm-out of assets are deducted from the relevant cost pool.
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Depreciation and depletion of costs in depreciable pools is provided under the unit of production
method which uses the estimated commercial reserves in the cost pool and the sum of the total costs
in the pool and any further anticipated costs to develop such reserves.

At the end of each year, an assessment is made as to whether the economic value of interests is in
excess of costs capitalised as intangible assets. Any impairment is transferred to depreciable
regional cost pools within tangible fixed assets and depreciated. Where a project is terminated,
which is ascertained on a country basis, the related exploration costs are written off immediately.

Foreign currencies

Transactions denominated in foreign currencies are translated at the exchange rate ruling at the
transaction date or at the exchange rate ruling at the date of the transaction or, if appropriate, at the
rate in related forward-currency contracts. Monetary assets and liabilities denominated in foreign
currencies are translated into sterling at the exchange rates ruling at the Balance Sheet date and any
differences thereon are included in the profit and loss account. The Balance Sheets and results of
overseas subsidiaries are translated at the rate ruling at the Balance Sheet date. The resulting
exchange differences are taken to reserves.

Financial instruments

The Company uses certain financial instruments in its operating and investing activities that are
appropriate to its company’s strategy and circumstances.

Financial instruments currently comprise cash and short-term debtors and creditors. The Company
regularly reviews the funding opportunities available to it in order to finance its operations,
including considering the use of borrowings, as well as equity, to fund short-term cash
requirements.

The main risks arising from the Company’s present use of financial instruments are currently risk
relating to the Group’s non-sterling cash resources. The addition of any borrowings to the
company’s portfolio of financial instruments will introduce interest-rate-risk.

The Company has taken advantage of the exemptions available under FRS 13 for disclosures
relating to short-term debtors and creditors.

Tangible fixed assets and depreciation

Tangible fixed assets are stated at cost less depreciation. Depreciation is provided at rates calculated
to write off the cost less estimated residual value of each asset over its expected useful life as follows:

Computer equipment – over 3 years

Costs associated with the development of the Company’s website have been written off to the profit
and loss account in accordance with UITF 29.

2. Operating loss
Year ended
31 January

2003

Year ended
31 January

2004

Period ended
31 March

2005
£’000 £’000 £’000

Operating loss is stated after charging:
Depreciation on tangible fixed assets
Owned assets — — —
Office rentals — — 18
Amortisation of intangible assets — — —
Auditors’ remuneration — — 9
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3. Taxation
Analysis of the tax charge

The tax charge on the loss on ordinary activities for the period was as follows:
Year ended
31 January

2003

Year ended
31 January

2004

Period ended
31 March

2005
£’000 £’000 £’000

Current tax — — —

Factors affecting the tax charge

The tax assessed for the year/period is lower than the standard rate of corporation tax in the UK.
The difference is explained below:

Year ended
31 January

2003

Year ended
31 January

2004

Period ended
31 March

2005
£’000 £’000 £’000

Loss on ordinary activities before tax — — (223)

Loss on ordinary activities multiplied by the
standard rate of tax in the UK (30%) — — (67)
Effects of:
Expenses not deductible/income not taxable — — 11
Accelerated capital allowances — — —
Adjustment in respect of prior years — — —
Losses carried forward — — 56
Other — — —

Total current tax — — —

4. Employees
Year ended
31 January

2003

Year ended
31 January

2004

Period ended
31 March

2005
No. No. No.

The average monthly number of persons
(including directors) employed by the group was:
Management and administration — — 2

Year ended
31 January

2003

Year ended
31 January

2004

Period ended
31 March

2005
£’000 £’000 £’000

Staff costs for the above who were all directors:
Wages and salaries — — 16
Social security costs — — 2

— — 18

There were no directors (2004: nil, 2003: nil) to whom retirement benefits are accruing under a
money purchase scheme.
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5. Earnings per ordinary share
The earnings per ordinary share has been calculated using the loss for the year/period and the
weighted average number of ordinary shares in issue during the year as follows:

Year ended
31 January

2003

Year ended
31 January

2004

Period ended
31 March

2005

Loss for the year/period after taxation (£’000) — — (223)

Basic weighted average of ordinary shares 2 2 6,816,486

Diluted weighted average of ordinary shares 2 2 6,816,486

Basic loss (pence per share) — — (3.27p)

Diluted loss (pence per share) — — (3.27p)

The loss attributable to ordinary shareholders and weighted average number of ordinary shares for
the purpose of calculating the diluted earnings per share in respect of each of the periods are
identical to those used for basic earnings per share. No share options had been issued as at
31 March 2005 and therefore there were no potential dilutive instruments.

6. Intangible fixed assets
Oil and gas

interests
£’000

Cost
As at 1 February 2003 and 1 February 2004 —
Additions 236

As at 31 March 2005 236

Amortisation
As at 1 February 2003, 1 February 2004 and 31 March 2005 —

Net book value
As at 31 March 2005 236

As at 1 February 2004 —

As at 1 February 2003 —

7. Tangible fixed assets
Computer
equipment

£’000
Cost
As at 1 February 2003 and 1 February 2004 —
Additions 2

As at 31 March 2005 2

Depreciation
As at 1 February 2003 and 1 February 2004 —
Charge in period —

As at 31 March 2005 —

Net book value
As at 31 March 2005 2

As at 1 February 2004 —

As at 1 February 2003 —
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8. Subsidiary undertakings
Subsidiary

undertakings
£’000

Company
At 1 February 2003 and 1 February 2004 —
Additions 210

At 31 March 2005 210

During the period ended 31 March 2005 the Company acquired the entire share capital of the
following newly incorporated entities, incorporated as below. Details of the investments, which are
all owned directly by the Company, at the period end were as follows:

Company Incorporated
Class of
share

Percentage
held

Rockhopper Exploration (Oil) Limited England & Wales Ordinary 100
Rockhopper Exploration (Hydrocarbons)
Limited England & Wales Ordinary 100
Rockhopper Exploration (Petrochemicals)
Limited England & Wales Ordinary 100
Rockhopper Exploration (Oil)
Limited Falkland Islands Ordinary 100
Rockhopper Resources Limited England & Wales Ordinary 100

The interest in Rockhopper Resources Limited was acquired by means of a 500:1 share for share
exchange on 23 February 2005 with 21,013,900 ordinary shares of £0.01p each being issued to
“fund” this acquisition.

9. Debtors
As at

31 January
As at

31 January
As at

31 March
2003

£’000
2004

£’000
2005

£’000

Other debtors — — 38

10. Creditors: amounts falling due within one year
As at

31 January
As at

31 January
As at

31 March
2003

£’000
2004

£’000
2005

£’000

Trade creditors — — 60
Other creditors and accruals — — 46

— — 106

11. Share capital
As at

31 January
As at

31 January
As at

31 March
2003

£’000
2004

£’000
2005

£’000

Authorised:
100,000,000 ordinary shares of 1p each 1,000 1,000 1,000

Called up and issued:
36,060,320 (2004:13,992,900; 2003:13,992,900)
ordinary shares of 1p each 140 140 361
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The Company’s initial share capital on incorporation was 1,000 ordinary shares of £1 each, of
which one share was issued at par on incorporation.

On 23 February 2005 the entire authorised share capital of the Company was subdivided into
100,000 ordinary shares of £0.01p each and a further 99,900,000 new ordinary shares of £0.01p
each created.

A further 21,013,900 shares were issued at par as part of the share for share exchange for the
acquisition of the entire share capital of Rockhopper Resources Limited.

Prior to this occurring, Rockhopper Resources Limited issued shares to the value of £70,211 during
the period to increase the number of shares required for the purposes of the share for share
exchange to 21,013,900.

15,000,000 ordinary shares were issued at a premium of £0.09p per share on 1 March 2005. Of
these, 9,755,000 shares represented conversion of convertible loan notes which had been issued
during the period. These convertible loan notes all had a conversion date of 1 March 2005 and were
convertible to ordinary £0.01p shares at a subscription price of £0.10p per share per £1 of loan note
held.

On 31 March 2005 a further 46,320 shares were issued for a total consideration of £12,969 in lieu
of professional fees due to a director.

12. Reconciliation of shareholders’ funds and statement of movement on reserves
Share

capital
Share

premium
Merger
reserve

Profit and
loss account Total

£’000 £’000 £’000 £’000 £’000

As at 1 February 2002,
1 February 2003 and
1 February 2004 140 — (140) — —
Loss for the period — — — (223) (223)
Issue of shares 221 1,362 — — 1,583

As at 31 March 2005 361 1,362 (140) (223) 1,360

13. Cash flows
Year ended
31 January

Year ended
31 January

Period ended
31 March

2003
£’000

2004
£’000

2005
£’000

A Reconciliation of operating loss to net cash
flow from operating activities
Operating loss — — (228)
Amortisation — — —
Depreciation — — —
Movement in debtors — — (38)
Movement in creditors — — 106
Shares issued in lieu of fees — — 13

Net cash flow from operating activities — — (147)
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Year ended
31 January

Year ended
31 January

Period ended
31 March

2003
£’000

2004
£’000

2005
£’000

B Analysis of change of net debt in year
Cash at bank and in hand — — —

Opening net funds — — —
Movement in cash in year — — 1,190

Cash at bank and in hand — — 1,190

Closing net funds — — 1,190

During the period ended 31 March 2005 £975,500 of loan stock was issued and subsequently
converted into ordinary shares.

14. Financial instruments
Rockhopper raises finance through equity issues and through borrowings and places surplus cash
on short-term deposits. The primary source of borrowing is loans granted by related parties – these
were all converted to equity interests in the period ended 31 March 2005.

The main risks associated with Rockhopper’s financial instruments relate to changes in interest
rates and to credit risk. The policies for managing these risks are kept under review by the board.

The disclosures below exclude short term debtors and creditors of a trading nature.

(a) Interest rate and maturity profile of financial assets and liabilities

The only financial asset was a cash balance of £1,190,000 (2004: £nil, 2003: £nil).

There were no financial liabilities at any of the period ends.

(b) Borrowing facilities

At 31 March 2005, there were no borrowing facilities in place (2004: nil; 2003: nil).

(c) Fair value of financial assets and liabilities

The fair value of the recorded financial assets and liabilities does not differ materially from their
book values.

(d) Foreign currency risk

Rockhopper currently has only incurred minimal levels of expenditure in foreign currencies and has
converted the amounts due at the time the funds have been required. Management will develop a
more formalised structure to minimise foreign exchange risk as the exposure increases.

(e) Financial risk management

The directors recognise that this is an area in which they may need to develop specific policies
should Rockhopper become exposed to wider financial risks as the business develops.

15. Related party transactions
During the period ended 31 March 2005 Rockhopper Group paid the following amounts to the
parties listed below who are related parties under UK GAAP:

� £22,730 to K Williams Geology & Research in respect of consulting services provided and
£5,923 costs in relation to the oil exploration activities. K Williams was appointed as a
director of Rockhopper following the period end. £7,745 was outstanding and is included in
trade creditors at the period end;

� £34,500 to S Moody in respect of consulting services and £1,542 of costs incurred in relation
to the oil exploration activities. S Moody is a director of the Company. £4,042 was
outstanding and is included in trade creditors at the period end;

� £30,000 to P Jungels in respect of consulting services and £510 of costs incurred in relation to
the oil exploration activities. P Jungels is a director of the Company. £510 was outstanding
and included in trade creditors at the period end;
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� £38,910 to P Dixon-Clarke in respect of consulting services provided and £3,942 costs in
relation to exploration activities. P Dixon-Clarke is a director of the Company. £nil was
outstanding at the period end;

� £678 to Wardour Associates in respect of costs incurred by R Visick. R Visick is a director of
both the Company and Wardour Associates and also a shareholder in the latter. £nil was
outstanding at the period end;

� £1,258 was paid directly to R Visick as reimbursement of costs incurred on oil exploration
activities;

� £32,272 to Strachan Visick, a company in which R Visick is a shareholder and director, in
respect of costs incurred and services provided. £nil was outstanding at the period end.

There were no amounts paid to related parties in the year ended 31 January 2003 and the year
ended 31 January 2004 and no amounts outstanding at either of the above year ends.

16. Post balance sheet events
On 11 April 2005, the Company adopted certain share option schemes and, on Admission, options
over 5,710,352 Ordinary Shares will be outstanding under these plans. Further details on these
share option schemes are given in Part V of the Admission Document in which this report is
included.

17. Nature of financial information
Statutory accounts of Rockhopper Resources Limited for the two years ended 31 January 2004
have been delivered to the Registrar of Companies. These were unaudited. Statutory accounts for
the period ended 31 March 2005 have been delivered to the Registrar of Companies. Baker Tilly
issued an unqualified report in respect of these under Section 235 of the Companies Act 1985 and
such reports did not contain any statement under section 237(2) or (3) of that Act.

The Board prepared consolidated non statutory financial statements for Rockhopper Group in
respect of the period ended 31 March 2005, on which Baker Tilly issued an unqualified report.

18. Declaration
For the purposes of paragraph 1.2 of Annex I of the AIM Rules and paragraph 1.2 of Annex III of
the AIM Rules, we are responsible for this report as part of the Admission Document and declare
that we have taken all reasonable care to ensure that the information contained in this report is, to
the best of our knowledge, in accordance with the facts and contains no omission likely to affect its
import.

Yours faithfully

Baker Tilly
Chartered Accountants
Regulated for audit work by the
Institute of Chartered Accountants of Scotland
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PART V

Additional Information

1. Incorporation
1.1 The Company was incorporated and registered in England and Wales on 5 October 2004

under the Companies Act as a private company limited by shares with the name Crude
Limited and with registered number 5250250. The Company changed its name to
Rockhopper Exploration Limited on 5 January 2005 by a written resolution passed on
30 December 2004. On 1 March 2005, the Company re-registered as a public limited
company.

1.2 The Company’s registered office is Hilltop Park, Devizes Road, Salisbury, Wiltshire
SP3 4UF, telephone number 01722 414419.

1.3 The Company operates under the Companies Act and the regulations made under it and the
liability of its members is limited.

1.4 The Company is the holding company of the Group and has the following subsidiaries:
Rockhopper Exploration (Hydrocarbons) Limited, Rockhopper Exploration (Oil) Limited,
Rockhopper Exploration (Petrochemicals) Limited and Rockhopper Resources Limited (all
incorporated in England and Wales) and Rockhopper Exploration (Oil) Limited
(incorporated in the Falkland Islands) (the shares in which are held by Rockhopper
Exploration (Oil) Limited (incorporated in England and Wales)).

2. Share capital
2.1 Authorised and issued share capital

At the date of this document the authorised and issued share capital of the Company is:
Authorised Issued (fully paid)

Number £ Number £

Ordinary Shares 100,000,000 1,000,000 36,060,320 360,603.20

2.2 Share capital history

The history of the Company’s share capital from incorporation is as follows:

(a) on incorporation, the authorised share capital of the Company was £1,000 divided into
1,000 ordinary shares of £1 each, of which 1 ordinary share was in issue;

(b) by written resolution dated 23 February 2005, each of the issued and unissued ordinary
shares of £1 each in the capital of the Company was sub-divided into 100 ordinary shares of 1
penny each and the authorised share capital was increased to £1,000,000 by the creation of
99,900,000 new ordinary shares of 1 penny each;

(c) on 23 February 2005, 21,013,900 ordinary shares of 1 penny each were issued to the
shareholders of Rockhopper Resources Limited in consideration for the acquisition by the
Company of the entire issued share capital of Rockhopper Resources Limited;

(d) on 1 March 2005, 15,000,000 ordinary shares of 1 penny each were issued at a price of 10
pence per share; and

(e) on 31 March 2005, 46,320 ordinary shares of 1 penny each were issued at a price of 28 pence
per share in lieu of professional fees due to Mr Dixon-Clarke.

2.3 At an extraordinary general meeting of the Company held on 1 August 2005, the Directors
were authorised in accordance with section 80 of the Companies Act (such authority to be
conditional on Admission) to allot Ordinary Shares pursuant to the Placing and otherwise up
to an aggregate nominal amount of £705,323. The Directors were also empowered pursuant
to section 95 of the Companies Act to allot Ordinary Shares for cash pursuant to such
authority, as if section 89(1) of the Act did not apply, either pursuant to the Placing or in
connection with an offer of securities to shareholders or otherwise up to an aggregate
nominal amount of £500,980,
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2.4 Immediately following the Placing and Admission, the authorised and issued share fully paid
capital of the Company will be:

Authorised Issued (fully paid)
Number £ Number £

Ordinary Shares 100,000,000 1,000,000 71,774,605 717,746

2.5 The new Ordinary Shares will be issued in reliance on the authority and power referred to in
sub-paragraph 2.2 above and will rank pari passu in all respects with all other Ordinary
Shares in issue on Admission.

2.6 The Articles of Association contain no provisions as to rights of pre-emption on either the
transfer, issue or allotment of shares. The provisions of section 89 of the Companies Act
confer on shareholders rights of pre-emption in respect of the allotment of equity securities
(within the meaning of section 94(2) of the Act) which are, or are to be, paid up in cash (other
than by way of allotment to employees under an employees’ share scheme, as defined in
section 743 of the Act) and will apply to the whole of the authorised but unissued share
capital of the Company except to the extent disapplied by the resolutions referred to in
sub-paragraph 2.3 above.

2.7 The Company has granted, and currently has outstanding, options over an aggregate of
5,710,392 Ordinary Shares (including the options referred to in paragraph 2.8 below) on the
terms of the Share Option Schemes summarised in paragraphs 6.1 and 6.2 below. In addition,
the Company has granted options over an aggregate of 714,285 Ordinary Shares to Arden
Partners, Ambrian Partners and HSBC, as set out in paragraph 6.3 below.

2.8 On 10 May 2005 the Company granted 60,392 options over Ordinary Shares at an exercise
price of 10p. 19,801 of these options were granted to Falklands Conservation (a Charity
registered in the UK which may carry out conservation work on Sea Lion Island in the future)
and 40,591 to certain current and former employees of two Falklands businesses owned by
Mr R Visick. These options are exercisable on or after the first anniversary of Admission and
cease to be exercisable on the 10th anniversary of the date of grant.

3. Directors
3.1 Interests in Ordinary Shares

As at the date of this document and on Admission, the interests of the Directors, all of which are
beneficial, in the share capital of the Company, as required to be notified to the Company pursuant
to sections 324 and 328 of the Companies Act or as required to be shown in the register maintained
under section 325 of the Act, are and will be:

Ordinary Shares
As at the date

of this document On Admission

Director

No. of
Ordinary

Shares

Percentage of
issued share

capital

No. of
Ordinary

Shares

Percentage of
issued share

capital

RF Visick 18,721,000 51.9 18,744,809 26.1
P J M H Jungels 200,000 0.6 319,047 0.4
S J Moody 662,000 1.8 733,428 1.0
P J Dixon-Clarke 46,320 0.1 70,129 0.1
K Williams 25,000 0.1 72,619 0.1
K J Crowle — — 23,809 0.03
C J Walton — — 23,809 0.03
Note:

In addition to Mr Visick’s interests disclosed above, a further 3,103,000 Ordinary Shares are held by members of Mr Visick’s wider
family and 1,786,000 Ordinary Shares are held by trusts in which members of Mr Visick’s wider family have a potential interest.
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Options to acquire Ordinary Shares under the Share Option Schemes

Director/Consultant
Date of

grant

No. of
Ordinary

Shares under
option

Exercise
price

(£)

Exercise
period

P J M H Jungels 11 April 2005 350,000 0.10 15 August 2006 to
10 April 2015

P J M H Jungels 8 August 2005 1,500,000 Placing Price Exercisable in 3 tranches
– see below

S J Moody 11 April 2005 500,000 0.10 15 August 2006 to
10 April 2015

S J Moody 8 August 2005 1,500,000 Placing Price Exercisable in 3 tranches
– see below

P J Dixon-Clarke 11 April 2005 75,000 0.10 15 August 2006 to
10 April 2015

P J Dixon-Clarke 8 August 2005 525,000 Placing Price Exercisable in 3 tranches
– see below

K Williams 11 April 2005 75,000 0.10 15 August 2006 to
10 April 2015

K Williams 8 August 2005 525,000 Placing Price Exercisable in 3 tranches
– see below

D Bodecott 11 April 2005 75,000 0.10 15 August 2006 to
10 April 2015

D Bodecott 8 August 2005 525,000 Placing Price Exercisable in 3 tranches
– see below

The options granted at the Placing Price will be granted immediately prior to Admission and will be
exercisable in three equal tranches as follows:

Tranche 1 – on or after the first anniversary of Admission;

Tranche 2 – on or after the second anniversary of Admission, following any commercial discovery
or all three wells which are the subject of the Desire Farm-in Agreement having been drilled within
110 per cent. of approved financial expenditure;

Tranche 3 – on or after the third anniversary of Admission, following an increase of at least 50 per
cent. in the Company’s share price since Admission.

These options will cease to be exercisable on the 10th anniversary of the date of grant.

3.2 Directorships

The Directors currently hold following the directorships and have held the following directorships
within the five years preceding the date of this document:
Director Current directorships Past directorships

P J M H Jungels Imperial Tobacco Group plc
Offshore Hydrocarbon
Mapping plc
Woodside Petroleum Limited
Offshore Logistics Inc

Enterprise Oil plc
Enterprise (E&P) Limited
Enterprise Oil Limited
Enterprise Oil Exploration
Limited
Enterprise Oil Indonesia Limited
Enterprise Oil Italy Limited
Enterprise Oil Middle East
Limited
Enterprise Oil Norge Limited
Enterprise Oil Operations
Limited
Enterprise Oil Overseas
Holdings Limited
Enterprise Oil Timor Gap (9)
Limited
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Director Current directorships Past directorships

P J M H Jungels
(continued)

Enterprise Oil Timor Gap (14)
Limited
Enterprise Oil UK Limited
Enterprise Oil Nominees
Limited
Enterprise Petroleum Limited
First Oil SNS Limited
Institute of Petroleum
Paladin Oil Denmark Limited
Saxon Oil Limited
Saxon Oil Miller Limited

S J Moody Bennett Harrison Limited
Rockhopper Exploration
(Hydrocarbons) Limited
Rockhopper Exploration (Oil)
Limited (incorporated in
England & Wales)
Rockhopper Exploration (Oil)
Limited (incorporated in the
Falkland Islands)
Rockhopper Exploration
(Petrochemicals) Limited
Rockhopper Resources Limited

None

P J Dixon-Clarke Rockhopper Exploration
(Hydrocarbons) Limited
Rockhopper Exploration (Oil)
Limited (incorporated in
England & Wales)
Rockhopper Exploration (Oil)
Limited (incorporated in the
Falkland Islands)
Rockhopper Exploration
(Petrochemicals) Limited
Rockhopper Resources Limited

Amlin Credit Limited
HBA Limited
Tiggy Gee Limited

K Williams None Keith Williams & Associates
Limited

RF Visick Crude Oil and Gas Limited
Crude Oil Limited
Hemingway Developments
Limited
Hemingway Group Limited
Hemingway Management
Limited
Hemingway Management
Sea Lion Island Limited
Services Limited
St James Parade (34) Limited
Strachan Visick Limited
Wardour Associates Limited
Wardour Group Limited
Weddell Island Limited

Darwood Financial Services
Limited
Legal & Data Building Services
Limited
Officebrass Limited
Rockhopper Exploration
(Hydrocarbons) Limited
Rockhopper Exploration
(Petrochemicals) Limited
Rockhopper Resources Limited
Rockhopper Exploration (Oil)
Limited
Wardour Services Limited

K J Crowle None Shell Development and Offshore
Pakistan BV
Shell Deepwater Tanzania BV
Shell Recherches et Exploitation
Maroc BV
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Director Current directorships Past directorships

C J Walton None EasyJet plc
Airline One Limited
Airline Two Limited
EasyJet Airline Company
Limited
EasyJet Nominees Limited
Go Fly Holdings (No 1) Limited
Go Fly Limited
Luton Ramp Limited
(previously EasyJet Ramp
Limited)
Luton Services Limited
(previously EasyJet Services
Limited)
The Big Orange Handling
Company Limited
EasyJet Airports Limited
EasyJet Leasing Limited
EasyJet Aircraft Company
Limited
EasyJet Hamburg Limited
EasyJet Switzerland SA
EasyJet Spain SL
EasyJet Cyprus Limited
EasyJet BV
EasyJet Limited Inc
Newgo 1 Limited
Newgo 2 Limited
Yankee Bravo Aviation Limited
Yankee Charlie Aviation
Limited

3.3 Save as disclosed in paragraph 3.4 below, as at the date of this document, none of the
Directors has:
(a) had any unspent convictions in relation to indictable offences;
(b) been declared bankrupt or entered into an individual voluntary arrangement;
(c) been a director of any company at the time of, or within twelve months preceding, any

receivership, compulsory liquidation, creditors’ voluntary liquidation, administration,
company voluntary arrangement of that company or any composition or arrangement
with that company’s creditors generally or with any class of its creditors;

(d) been a partner in a partnership at the time of, or within twelve months preceding, any
compulsory liquidation, administration or partnership voluntary arrangement of any
such partnership;

(e) had his assets the subject of any receivership or has been a partner of a partnership at the
time of, or within the twelve months preceding, any assets of that partnership being the
subject of a receivership; or

(f) been subject to any public criticism by any statutory or regulatory authority (including
any recognised professional body) or has ever been disqualified by a court from acting
as a director of a company or from acting in the management or conduct of the affairs of
any company.

3.4 Whilst at Amlin plc (“Amlin”), Mr Dixon-Clarke was appointed as a director of Hilton
Malcolm Underwriting Ltd (“HMU”) on 1 April 1995 for Amlin’s shareholding and resigned
on 15 January 1997. On 7 August 1997 a petition for winding up HMU was presented by
Amlin and on 19 November 1997 a compulsory winding up order was made and liquidators
were appointed. Amlin was the only creditor.
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3.5 Terms of employment or engagement

The following service agreements have been entered into between the Directors and the Company:

(a) Peter Dixon-Clarke entered into a service agreement with the Company on 8 August 2005,
which is conditional on Admission. The agreement provides for a salary of £60,000 per
annum for 156 days a year. Mr Dixon-Clarke is entitled to £450 per day for every additional
day worked in excess of his contractual requirement. His service agreement is terminable on
12 months’ notice from either the Company or Mr Dixon-Clarke.

(b) Pierre Jungels entered into a service agreement with the Company on 8 August 2005, which is
conditional on Admission. The agreement provides for a salary of £50,000 per annum for 50
days a year. His service agreement is terminable on 12 months’ notice from either the
Company or Dr Jungels.

(c) Sam Moody entered into a service agreement with the Company on 8 August 2005, which is
conditional on Admission. The agreement provides for a salary of £135,000 per annum. His
service agreement is terminable on 12 months’ notice from either the Company or
Mr Moody.

(d) Keith Williams entered into a service agreement with the Company on 8 August 2005, which
is conditional on Admission. The agreement provides for a salary of £60,000 per annum for
104 days a year. Mr Williams is entitled to £450 per day for every additional day worked in
excess of his contractual requirement. His service agreement is terminable on 12 months’
notice from either the Company or Mr Williams.

The Executive Directors are each entitled to an annual bonus of up to 75 per cent. of salary, payable
at the discretion of the remuneration committee. In determining the amount of each bonus, the
remuneration committee will take account of the Directors’ individual efforts in meeting corporate
objectives including, but not necessarily restricted to, budgetary control, achievement of
operational objectives, HSE (health, safety and environment) performance and portfolio
development.

The following Directors have entered into letters of appointment with the Company in respect of
their services as non-executive directors, which are conditional on Admission. The details of their
appointments are:

Director Date Term
Notice
period

Fees per
annum (£)

R F Visick 8 August 2005 3 years 3 months 25,000
K J Crowle 8 August 2005 3 years 3 months 25,000
C J Walton 8 August 2005 3 years 3 months 25,000

3.6 Estimate of remuneration

The aggregate remuneration paid and benefits in kind (including pensions contributions) granted to
the Directors by the Company or any other Group member in respect of the financial year ended
31 March 2005 was £15,750, comprising the salaries of Dr Jungels and Mr Moody between
21 February 2005 and 31 March 2005. The aggregate remuneration payable and benefits in kind
(including pensions contributions) to be granted to the Directors by the Company or any other
Group member in respect of the financial year ending 31 March 2006 under the arrangements in
force as at the date of this document is estimated to be approximately £667,000 (assuming bonuses
are payable in full).
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4. Major shareholders
4.1 Notifiable interests in the share capital of the Company

The Company has been notified pursuant to Part VI of the Companies Act of the following
interests in three per cent. or more of the Company’s issued share capital as at the date of this
document held by persons other than a Director (and expects their interests immediately
following Admission to be as follows):

As at the date
of this document Following Admission

Shareholder

No. of
Ordinary

Shares

Percentage
of issued

share capital

No. of
Ordinary

Shares

Percentage
of issued

share capital

Timothy and Rachel Buxton 2,000,000 5.55 2,150,000 2.995
Mark Still 1,601,000 4.44 2,124,809 2.960
Jay Visick 1,585,000 4.40 2,144,523 2.988
George and Tania Visick 1,518,000 4.21 2,148,952 2.994
Alexander Shaw 1,400,000 3.88 1,591,666 2.218
Ana Sanz 1,222,500 3.39 1,316,904 1.835

4.2 Controlling shareholder

As at the date of this document, Richard Visick controls the Company as a result of his
shareholding, as set out in paragraph 3.1 above. Following Admission, Mr Visick will hold
26.1 per cent. of the issued share capital of the Company.

5. Memorandum and articles of association
5.1 The memorandum of association of the Company provides that the Company’s principal

object is to carry on business as a general commercial company. The objects are set out in full
in clause 4 of the Company’s memorandum of association.

5.2 At the extraordinary general meeting of the Company referred to in paragraph 2.3 above,
new articles of association of the Company were adopted, such adoption to be conditional on
Admission (the “Articles”). The Articles contain, inter alia, provisions to the following effect:

(a) Voting

At a general meeting of the Company, subject to any rights or restrictions attaching to any
shares, on a show of hands every shareholder present in person, or in the case of a corporation
present by a duly authorised representative, has one vote. On a poll every shareholder has one
vote for every share of which he is the holder. No shareholder may attend or vote at a general
meeting in respect of any share held by him, or exercise any other right in respect of such
share, unless he has paid all calls due from him in respect of that share, together with interest
and expenses (if any), by the Company.

(b) Dividends

Subject to the Articles and the rights attached to any shares, all dividends are to be declared
and paid according to the amounts paid up (otherwise than in advance of calls) on the shares
during the period in respect of which the dividend is paid or otherwise in accordance with the
terms concerning entitlement to dividends on which such shares were issued. All unclaimed
dividends may be made use of by the Board for the benefit of the Company until claimed. Any
dividend unclaimed after a period of twelve years shall revert to the Company.

(c) Return of capital

On a winding up of the Company any surplus assets will be divided between shareholders
according to the respective amounts paid up or credited as paid up in respect of the nominal
amount of the shares held by them, subject to any rights attaching to any shares. The
liquidator may divide the assets of the Company among the shareholders, set the value he
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deems fair on any property of the Company and determine how the division is to be carried
out between shareholders or classes of shareholders, subject to any sanction then required by
law. The liquidator may not distribute to a shareholder without his consent an asset to which
there is attached a liability or potential liability for the owner.

None of the shares are redeemable by the Company, although in certain circumstances the
Company may be permitted to purchase its shares in accordance with the Companies Act.

(d) Share transfers

The Board may refuse to register a transfer of a certificated share which is in respect of a partly
paid share, is in favour of more than four transferees, is not duly stamped (if required) or is
not delivered for registration with the appropriate evidence of the transferor’s title to the
Company’s registered office or such other place as the Board may decide, provided that the
Board shall not refuse to register any transfer or renunciation of partly paid shares which are
traded on the London Stock Exchange on the grounds that they are partly paid shares in
circumstances where such refusal would prevent dealings in such shares from taking place on
an open and proper basis.

The Board is required to register a transfer of an uncertificated share (a share in CREST) in
accordance with the Uncertificated Securities Regulations 2001, except that the Board may
refuse (subject to any relevant requirements of the London Stock Exchange) to register any
such transfer which is in favour of more than four persons jointly or in any other circumstance
permitted by the Uncertificated Securities Regulations.

If the Board refuses to register a share transfer, it shall, within two months after the date on
which, in the case of a certificated share, the transfer was lodged with the Company or, in the
case of an uncertificated share, the dematerialised instruction was received by the Company,
send notice of the refusal to the transferee. No fee is chargeable by the Company for the
registration of a share transfer. The registration of share transfers may be suspended at such
times and for such periods (not exceeding 30 days in any year) as the Board may decide
(subject, where applicable, to the consent of the operator of the CREST system, CRESTCo).

If the Company gives a notice under section 212 of the Companies Act in relation to any
shares to their holder or to another person appearing to be interested in such shares and the
recipient fails to give the Company the information required within 14 days after the date of
the notice, such holder is not entitled (unless the Board otherwise decides) to attend a general
meeting or exercise any other right in respect of any such share in relation to a general meeting
or a poll. Where such shares represent at least 0.25 per cent. in nominal value of the issued
shares or (if applicable) the issued shares of their class, the Company may withhold any
dividend on such shares without interest being payable on the dividend, the holder will not be
entitled to elect to receive shares instead of such dividend and the Board may refuse to register
the transfer of any such shares unless:

(i) the holder is not himself in default in supplying the information required by the section
212 notice and proves to the satisfaction of the Board that no person in default of
supplying such information is interested in any of the shares which are the subject of the
transfer; or

(ii) the transfer is made pursuant to acceptance of a takeover offer (as defined in section 428
of the Companies Act) for the Company or in relation to any of its shares or in
consequence of a sale made through the London Stock Exchange or is shown to the
Board’s satisfaction to be made in consequence of a sale in good faith of the whole of the
beneficial interest in the shares to a person who is unconnected with the holder and with
any other person appearing to be interested in the shares.

In respect of any default shares which are in uncertificated form the Board may require their
holder to change them from uncertificated form into certificated form within a period
specified in a written notice given to such holder and then to hold such default shares in
certificated form for so long as the default subsists. Additionally, the Board may appoint any
other person to take any steps in the name of such holder as may be required to change such
shares from uncertificated form into certificated form.
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(e) Changes in class rights

If the Company’s share capital is divided into shares of different classes, any rights attached to
any class of share may be varied or abrogated either with the consent in writing of the holders of
not less than three-quarters in nominal value of the issued shares of the class or with the
sanction of an extraordinary resolution passed at a separate meeting of the holders of the class.

(f) General meetings

The Board shall determine when and where annual general meetings are held and the Board
can also convene extraordinary general meetings whenever they see fit. An EGM can also be
called by requisition by shareholders holding not less than one tenth of the Company’s
paid-up voting capital at the time the requisition is made.

An EGM called for the passing of a special resolution or an extraordinary resolution or an
annual general meeting must be convened by not less than 21 clear days’ notice in writing. All
other EGMs shall be convened by not less than 14 clear days’ notice in writing. Notice must
be given to all shareholders, directors and the auditors specifying the type of meeting, the time
and location of the meeting and any intention to propose a special or extraordinary
resolution.

(g) Disclosure of share ownership

Pursuant to sections 198 and 199 of the Companies Act, a shareholder is obliged to notify the
Company if he acquires an interest in three per cent or more of the issued share capital of the
Company, or if he ceases to have such an interest.

6. Share options
On 11 April 2005, the Company adopted the Share Option Schemes comprising the Rockhopper
Unapproved Employee Share Option Scheme and the Rockhopper Unapproved Non-Employee
Share Option Scheme.

On Admission, options over 5,710,392 Ordinary Shares will be outstanding under the Share
Option Schemes. The Schemes do not qualify for approval by the Inland Revenue. The principal
terms of the Share Option Schemes are set out below. Paragraph 6.1 summarises the Rockhopper
Unapproved Employee Share Option Scheme. Paragraph 6.2 details where the terms of the
Rockhopper Unapproved Non-Employee Share Option Scheme differ from the Rockhopper
Unapproved Employee Share Option Scheme.

6.1 The Rockhopper Unapproved Employee Share Option Scheme (ESOS)
(a) Regulation

The ESOS will be regulated by the Board or a committee of the Board. In practice, operation
of the ESOS will be delegated to the remuneration committee.

(b) Eligibility

At the discretion of the remuneration committee any employee or executive director of the Group,
who is more than six months from retirement, will be eligible to participate in the ESOS.

(c) Grants of options

(i) Options may be granted by the Company or by any other person who has agreed with
the Company to do so.

(ii) Options may be granted to selected executive directors and employees within a six
week period from the date of Admission and thereafter, within a six week period
following the announcement by the Company of its results for any period. Options may
also be granted at any time when the Company resolves that exceptional circumstances
exist which justify the grant of an option or options. Options may not be granted more
than ten years after the ESOS was adopted.

(iii) The remuneration committee will in its discretion determine which eligible executive
directors and employees are to be granted options and the number of shares to be
comprised in such options.



106

(iv) No payment is required for the grant of an option. Options granted will be personal to
the option holders to whom they are granted and may not be transferred or assigned.
However, they may be exercisable by the legal personal representative of an option
holder who has died before exercising his option.

(d) Option price

The price per share payable on the exercise of an option (if any) will be determined by the
remuneration committee, in accordance with the ESOS rules, subject, in the case of options to
subscribe for unissued shares, to a minimum price equal to the nominal value of a share.

(e) Performance conditions

(i) The remuneration committee may impose one or more performance conditions which
will determine the extent to which, if at all, an option may be exercised. There will be no
provision for retesting opportunities of any of the performance conditions.

(ii) It is intended that options granted under the ESOS will be subject to challenging
performance conditions which will determine how many (if any) options will vest and
become exercisable at the end of the performance period.

(iii) Performance conditions will be determined at the sole discretion of the remuneration
committee at the time of grant and will be objective and linked (at least in part) to the
underlying financial performance of the Company.

(iv) The remuneration committee reserves the right to vary the performance conditions for
future option grants.

(f) Exercise of options

(i) Options will normally only vest and become exercisable once the performance
conditions have been satisfied on or after the end of the performance period.

(ii) An option holder who ceases to be employed by the Company due to injury, illness,
disability, redundancy, the sale of the business or company for which he works to a
third party or early retirement (with the agreement of the Company), is known as a
“Good Leaver”. Any options which have vested at the end of the performance period
can be exercised by a Good Leaver within six months of the cessation of his
employment.

(iii) Where cessation of employment occurs for one of the above Good Leaver reasons
during the performance period, the remuneration committee may determine that a
proportion of any unvested options may vest and be exercised by an option holder
within six months of cessation. The proportion of the unvested options that vest will be
determined by the remuneration committee who will be obliged to apply the
performance condition on a pro rata basis according to time and performance.

(iv) In the case of death, all outstanding options (both vested and unvested) will
immediately vest and be capable of exercise by an option holder’s personal
representative within twelve months of the date of death.

(v) An option may not be exercised after the expiry of a period of ten years from the date of
grant, or such shorter period as may be specified by the remuneration committee at the
date of grant.

(g) Change of control

Should any person obtain control of the Company, all options (both vested and unvested) will
vest and be exercisable within two months of the change of control.

Alternatively, options holders may be offered the opportunity to exchange their options over
shares in the Company for equivalent options over shares in the acquiring company.

(h) Lapse of options

All Options shall lapse:

(i) on the cessation of an option holder’s employment with the Group, unless the option
holder is deemed to be a Good Leaver, in which case the option holder shall have a
limited period in which to exercise any unexercised options;



107

(ii) after twelve months from the date of the option holder’s death during which time any
unexercised options may be exercised by an option holder’s personal representative;

(iii) on the tenth anniversary of the date of grant.

(i) Issue or transfer of shares on exercise of options

Shares issued or transferred following the exercise of an option will rank pari passu in all
respects and form one class with the ordinary shares then in issue, save as regards dividends
payable by reference to a record date prior to the date of allotment or transfer.

(j) Limits on the issue of shares

(i) Options may be granted over newly issued shares, or shares acquired in the market.

(ii) In any ten year period, the aggregate of the number of new shares that may be issued
under the ESOS and any other employees’ share plans of the Company (excluding
options granted prior to Admission) shall not exceed ten per cent. of the Company’s
issued ordinary share capital for the time being.

(iii) For the purposes of the above limit, options which have lapsed or been released cease to
count. Furthermore, shares issued to any employee benefit trust for the purpose of
satisfying options granted by the Company under any of its share option plans will be
treated for the purposes of the limits described above as having been issued on the date
of grant of such options and will not be double counted.

(k) Adjustments

If there is a capitalisation, rights issue, a consolidation, a subdivision, a reduction or any other
variation in the share capital of the Company, the remuneration committee may make the
adjustments it considers fair and reasonable to the number of shares under option and the
option price.

(l) Amendments

The operation of the ESOS may at any time be altered by the remuneration committee in any
respect.

(m) Benefits non-pensionable

Options granted and shares acquired under the ESOS are non-pensionable.

(n) National Insurance

Any employer’s National Insurance liability at the date of exercise will be bourne by the
Company.

6.2 The Rockhopper Unapproved Non-Employee Share Option Scheme (NESOS).

The principal features of the Rockhopper Unapproved Non-Employee Share Option Scheme
are identical to those of the ESOS, except for the terms outlined below:

(a) Eligibility

Any individual or corporate body (not being an Eligible Employee under the terms of the
ESOS) which is nominated by the remuneration committee will be eligible to participate in
the NESOS.

(b) Grants of options

(i) The remuneration committee will in its absolute discretion determine which
individuals or corporate bodies are to be granted options under the terms of the NESOS
and the number of shares to be comprised in such options.

(ii) Options granted to individuals or corporate bodies will be personal to the recipients
and may not be transferred or assigned.

(c) Exercise of options

(i) Subject to the achievement of the performance conditions (if any), an option will
normally only vest and be exercisable by a recipient at the end of the performance
period.
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(ii) An option may, however, be exercised before the end of the performance period for a
limited amount of time should an individual option holder die, or in the event of a
takeover, or on a winding up of the Company. However, on a takeover, options may
with the agreement of the acquiring company, be exchanged for options over shares in
the acquiring company, or a company associated with the acquiring company.

(iii) It is currently intended that the achievement of any performance conditions as a
condition of exercise, will be waived on the death of an option holder.

(d) Lapse of options

(i) Should an option holder die, any unexercised options granted under the NESOS may be
exercised by the individual’s personal representatives within twelve months of the date
of death. If the options are not exercised by the end of this period, they will lapse.

(ii) On a winding up or liquidation of a body corporate which holds options over the
Company’s shares, such option or options shall immediately lapse.

(e) Limits on participation

The level of option grants to each participating individual or corporate body will be
determined by the remuneration committee in its absolute discretion.

(f) Performance Conditions

Options granted under the NESOS may be subject to such objective conditions as the
remuneration committee, in their discretion, may determine.

6.3 Other options

Arden Partners, Ambrian Partners and HSBC have been granted options to subscribe at the
Placing Price for a total of 714,285 new Ordinary Shares in aggregate, equal in number to
2 per cent. of the Placing Shares. The options are exercisable at any time during the three
years following the date of grant.

7. Employees
The Group has four employees at the date of this document, all of whom are Directors. The average
number of employees of the Group during the financial period ended 31 March 2005 was two
(including the Directors).

8. Material contracts
The following material contracts (not being contracts entered into in the ordinary course of
business) have been entered into by a Group member in the two years preceding the date of this
document:

(a) Production Licences

The Rockhopper Group owns 100 per cent. of four licences in the North Falkland Basin,
designated PL023, PL024, PL032 and PL033.

PL023 and PL024

These licences cover a total of 16 blocks and were awarded to Rockhopper Resources Limited
(a wholly owned subsidiary of the Company) (the “Licensee”) on 25 November 2004. The
initial term (Phase 1) of the licences is 3 years from 18 November 2004, during which time the
Licensee must collect a minimum of 640 km of 2D seismic data. At the end of Phase 1, 50 per
cent. of the licence area must be relinquished before Phase 2 can be entered. Phase 2 is for a
further 3 years. During Phase 2, the Licensee must drill one or more exploration wells to an
objective and/or depth approved in writing by the Director of Mineral Resources. All the area
must be relinquished at the end of Phase 2, unless a discovery has been made and plans are in
place to appraise or develop it. Should the Licensee fail to meet any of the minimum work
commitments in either Phase 1 or Phase 2, the licences will be withdrawn.
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If a discovery is made at any time during either Phase 1 or Phase 2, a “Notification of
Discovery” should be made to the Governor. The geological structure or the aerial extent of
the stratigraphic play containing the discovery area will then be set aside as a “Discovery
Area” and will not count as part of the exploration or relinquishment schedule for the
remainder of Phases 1 or 2 as appropriate. A “Discovery Area” can be held for 5 years from
the date of spudding the discovery well, to allow time for appraisal drilling and/or the
submission, for the Governor’s approval, of a development plan. However, either appraisal
drilling or the submission of a development plan must commence within three years of the
date of a discovery, or the Licencee’s interest in the “Discovery Area” will be forfeited. The
Exploitation Phase is for 35 years, or longer if needed to complete production. Approval of a
field development plan will expire if production has not commenced within 5 years of
approval being granted, and the Licencee’s interest in the Discovery Area will be forfeited.

Rental

The following acreage rental payments must be made by the Licensee to the Governor of the
Falkland Islands (amounts are designated in US dollars):

PL023

(a) $10,000 per annum during Phase 1 and Phase 2. This will increase to $30,000 in the
event that the Licensee relinquishes PL024;

(b) $375,000 per annum in respect of each discovery area; and

(c) $375,000 per annum in respect of each production field for every square kilometre
(providing that no rent is payable in respect of any production field from which royalty
is payable)

PL024

(a) $30,000 per annum during Phase 1 and Phase 2;

(b) $375,000 per annum in respect of each discovery area; and

(c) $375,000 per annum in respect of each production field for every square kilometre
(providing that no rent is payable in respect of any production field from which royalty
is payable).

PL032 and PL033

These licences cover a total of 6 blocks and were awarded to Rockhopper Exploration
(Hydrocarbons) Limited (a wholly owned subsidiary of the Company) (the “Licensee”) on
2 June 2005. The initial term (Phase 1) of the licences is 5 years from 1 May 2005. During the
first 3 years of Phase 1, the Licensee must collect a minimum of 685 km2 of 3D seismic data.
Should the Licensee fail to carry out this work during the 3 year period, both licenses will be
withdrawn. In addition, within the 5 year Phase 1 period, the Licensee must drill one
exploration well. At the end of Phase 1, 50 per cent. of the licence area must be relinquished
before Phase 2 can be entered. Phase 2 is for a further 3 years. During Phase 2, the Licensee
must drill one or more exploration wells (other than in relation to the prospect drilled in
Phase 1). All the area must be relinquished at the end of Phase 2, unless a discovery has been
made and plans are in place to appraise or develop it.

If a discovery is made at any time during either Phase 1 or Phase 2, the provisions regarding a
discovery described above in relation to PL023 and PL024 will similarly apply to PL032 and
PL033.

Rental

The following acreage rental payments must be made by the Licensee to the Governor of the
Falkland Islands (amounts are designated in US dollars):

(a) $30,000 per annum in aggregate for PL032 and PL033 for Phase 1 and Phase 2;

(b) $375,000 per annum in respect of each discovery area; and

(c) $375,000 per annum in respect of each production field for every square kilometre
(providing that no rent is payable in respect of any production field from which royalty
is payable).
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(b) Farm-in Agreement

The Farm-in Agreement was entered on 1 July 2005 by Rockhopper Exploration (Oil)
Limited (Falklands incorporated) (“Rockhopper Oil”) and Desire Petroleum plc (“Desire”),
and sets out the terms on which Desire has agreed to assign to Rockhopper Oil 7.5 per cent.
(the “Earned Interest”) of its 100 per cent. interest in Production Licences PL03 and PL04
(the “Farm-in Licences”). The assignment is conditional on, amongst other things, the
consent of the Governor of the Falkland Islands.

The consideration for the assignment is the payment by Rockhopper Oil to Desire of 15 per
cent. of the costs of a three well exploration programme in the area covered by the Farm-in
Licences (the “Drilling Programme”).

Rockhopper Oil has the option, exercisable before the earlier of 31 October 2005 or the date
of the first well in the Drilling Programme being spudded, to increase its Earned Interest to
between 10 per cent. and 15 per cent., on the basis that its share of the applicable costs of the
Drilling Programme correspondingly increases on a two-for-one basis to between 20 and
30 per cent. (as applicable). The option may not be exercised to the extent that it would result
in Desire’s interest falling below 50 per cent.

If the actual costs of the Drilling Programme exceed the approved budget by more than 5 per
cent., then Rockhopper Oil will pay a percentage equal to the Earned Interest of any excess. If
the costs are within 105 per cent. of the agreed budget, Rockhopper Oil will pay a percentage
of the costs equal to twice the Earned Interest.

Desire shall be the Operator of the Drilling Programme, unless it farms out more than 15 per
cent. to another farminee on the basis that such farminee is to become the Operator, subject to
Rockhopper Oil’s consent (not to be unreasonably withheld).

If, prior to completion of the Farmed Work, Rockhopper Oil fails to make a payment due
under the Farm-out Agreement or a JOA, and, following notice from Desire, such breach is
unremedied, Desire can terminate the Farm-out Agreement and require Rockhopper Oil to
assign back to it the interests in the Farm-in Licences (without consideration).

If the approved authorised financial expenditure for the Farmed Work exceeds 50 million US
dollars or if the programme does not propose to spud the first well before 31 December 2006,
Rockhopper Oil can terminate the Farm-out Agreement and Desire shall refund any costs of
the Drilling Programme to Rockhopper Oil that have already been paid.

(c) Placing Agreement

Under an agreement made between the Company, the Directors, Arden Partners and
Ambrian Partners and dated 9 August 2005:

(i) Arden Partners and Ambrian Partners have agreed as joint brokers to use their
respective reasonable endeavors to procure subscribers for new Ordinary Shares
pursuant to the Placing; and

(ii) Arden Partners has agreed to act as the Company’s nominated adviser in respect of its
application for Admission.

The obligations of the parties under the Placing Agreement are conditional upon certain
conditions having been fulfilled (or waived by the Joint Brokers) by 15 August 2005, or such
later date as may be agreed by the Joint Brokers and the Company (not being later than
midnight on 22 August 2005). Under the Placing Agreement and conditional upon
Admission, the Company shall pay to the Joint Brokers for their services a fee of £250,000
and a commission equal to three per cent. of the total value at the Placing Price of the Placing
Shares and shall reimburse the Joint Brokers for all costs and expenses in connection with the
application. The Company has agreed to indemnify the Joint Brokers against certain losses,
costs, charges and expenses which the Joint Brokers may suffer or incur as a result of the
carrying out of their duties under the Placing Agreement.

The Company and the Directors have given certain warranties in favour of the Joint Brokers
with regard to, inter alia, the Group and the accuracy of this document.
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(d) Orderly Market Agreement

Each of the Directors who holds Ordinary Shares or options over Ordinary Shares has given
undertakings to the Company and the Joint Brokers that he will not dispose of any interests in
Ordinary Shares held by him on Admission for a period of 12 months following Admission.
On expiry of this period, each such Director has agreed that he will not dispose of any such
interests for a further period of 12 months except through one of the Joint Brokers.

9. United Kingdom taxation of dividends
The following paragraphs are intended as a general guide only for shareholders who are resident
and ordinarily resident in the United Kingdom for tax purposes, holding Ordinary Shares as
investments and not as securities to be realised in the course of a trade, and are based on current
legislation and UK Inland Revenue practice. Any prospective purchaser of Ordinary shares who is
in any doubt about his tax position or who is subject to taxation in a jurisdiction other than the UK
should consult his own professional adviser immediately.

9.1 A dividend paid to a non-corporate shareholder is treated as being paid with a tax credit equal
to one ninth of the net dividend. Thus there will be a tax credit of 10 per cent. on the gross
dividend, that gross dividend being equal to the sum of the net dividend and the
accompanying tax credit. Individual shareholders whose income is within the starting or
basic rate bands will be liable to tax at 10 per cent. on their gross dividend income and the tax
credit will therefore satisfy their income tax liability on UK dividends. Individual
shareholders who are liable to income tax at the higher rate of tax will be charged to tax at
32.5 per cent. on their gross dividend, as will trustees of discretionary trusts. After taking
account of the 10 per cent. tax credit, this will represent additional tax of 25 per cent. of the
net dividend received.

9.2 Subject to certain exceptions for certain insurance companies and companies which hold
shares as trading stock, a UK resident corporate shareholder who receives a dividend paid by
the Company will not be taxed on the dividend.

9.3 Persons who are not resident in the UK should consult their own tax advisers on whether or
not they can benefit from all or part of any tax credit and what relief or credit may be claimed
in the jurisdiction in which they are resident.

10. Working capital
The Directors are of the opinion, having made due and careful enquiry, that the Group has
sufficient working capital available to it for its present requirements, that is for at least twelve
months from Admission.

11. Litigation and arbitration proceedings
No member of the Group is or has been involved in any governmental, legal or arbitration
proceedings which may have, or have had during the twelve months preceding the date of this
document, a significant effect on the Group’s financial position or profitability and, so far as the
Directors are aware, there are no proceedings pending or threatened against any member of the
Group.

12. Significant changes
Other than as disclosed in this document, there has been no significant change in the financial or
trading position of the Group since 31 March 2005, being the end of the last financial period for
which audited financial information has been produced, as set out in Part IV.

13. General
13.1 The total costs and expenses relating to the Placing and Admission, payable by the Company,

are estimated to amount to approximately £13.9 million (excluding VAT).

13.2 The Ordinary Shares are not currently admitted to dealings on a recognised investment
exchange and, other than the Company’s application for Admission, no applications for such
admission have been made.



13.3 Arden Partners has given and has not withdrawn its written consent to the issue of this
document with the inclusion of its name and references to it in the form and context in which
they appear.

13.4 Ambrian Partners has given and has not withdrawn its written consent to the issue of this
document with the inclusion of its name and references to it in the form and context in which
they appear.

13.5 HSBC has given and has not withdrawn its written consent to the issue of this document with
the inclusion of its name and references to it in the form and context in which they appear.

13.6 Scott Pickford has given and has not withdrawn its written consent to the issue of this
document with the inclusion of its name and the references to it in the form and context in
which they appear and has authorised the inclusion of its report set out in Part III of this
document in the form and context in which it is included and has accepted responsibility for
its report for the purposes of the AIM Rules.

13.7 Baker Tilly has given and has not withdrawn its written consent to the inclusion of its report
set out in Part IV of this document in the form and context in which it is included and has
accepted responsibility for its report for the purposes of the AIM Rules.

13.8 Save as disclosed in this document, no person (excluding professional advisers otherwise
disclosed in this document and trade suppliers) has received, directly or indirectly, from any
member of the Group within the twelve months preceding the date of application for
Admission, or entered into contractual arrangements (not otherwise disclosed in this
document) to receive, directly or indirectly, from any Group Member on or after Admission:

(a) fees totalling £10,000 or more;

(b) securities in the Company with a value of £10,000 or more calculated by reference to
the Placing Price; or

(c) any other benefit with a value of £10,000 or more as at the date of Admission.

14. Availability of Admission Document
Copies of this document will be available to the public during normal business hours on any
weekday (Saturdays and public holidays excepted) free of charge from the registered office of the
Company and the offices of Arden Partners, Nicholas House, 3 Laurence Pountney Hill, London
EC4R 0EU and shall remain available for at least one month after Admission.
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