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Venture Production Company Limited

The directors present their report and audited financial statements for the year ended 31 December 2000.

Principal activity and review of the business

The company commenced trading in 1997 as an oil and gas production company, headquartered in
Aberdeen. Its specific focus is on the exploitation of discovered but underdeveloped fields, known as
‘stranded’ reserves, through the application of modem technology and oilfield operating practices. The
company has concentrated initially on two geographic areas, Trinidad in the West Indies and the UK sector
of the North Sea.

Since incorporation, the company has successfully completed the acquisition of operated interests in UK
North Sea licence P212, containing the “Trees” producing fields, and five licences to produce oil and gas on
and offshore Trinidad. These licences are owned directly, or through the ownership of intermediate holding
companies. The company owns 100% of Venture Production (North Sea) Limited (“VPCNS”), which holds
the company’s unitised working interest in UK licence P212 Block 16/12a, and 100% of Venture Production
(Trinidad) Limited (“VPT”). VPT in turn has four wholly owned subsidiaries NAKT Company Limited,
Coastline International Inc., Antilles Resources Limited (“Antilles™) and Ligo Ven Resources Limited. These
subsidiaries have 100% working interests in onshore licences WD-14, Tabaquite and WD-13, and 17.5%
interest in the offshore Point Ligoure licence respectively. VPT is operator of both the Brighton Marine and
Point Ligoure licences in which it has equity interests of 55% and 25% respectively.

With the signing of the Sale and Purchase Agreement in December 1999 for the acquisition of interests
previously held by subsidiaries of LASMO plc in UK North Sea licences P212 and P477 and the approval
from the Dti, VPCNS became operator of block 16/12a, the “Trees’ block, that includes the producing Birch
and Larch fields. The net consideration for this acquisition totalled £7 million. A major achievement since
becoming operator has been the drilling of a water injection well in Larch. This well, which is being tied-
back in March 2001, should reinstate production from that field. The costs of acquisition and of drilling this
well were funded from the second tranche of private equity placement and the negotiation of a loan facility
from Bank of Scotland.

On 1* November 2000 the company’s participation in Trinidad’s Point Ligoure licence was completed. The
company acquired 25% working interest through its VPT subsidiary and a further 17.5% interest through the
acquisition of Ligo Ven Resources Limited. In addition agreement was reached with Krishna Persad
Associates Limited (“KPA”) to finance their 7.5% working interest obligations through the initial period of
the licence. Upon completion of the minimum work obligation this interest will revert to VPT. In total
US$1.95 million has been paid for these interests and agreements with further payments totalling
US$850,000 due upon the attainment of certain cumulative production volumes by the joint venture.

During the year the company intensified its programme of reactivation and rehabilitation of its Trinidadian
assets. This has increased gross operated production from 1,115 to 2,573 barrels of oil equivalent per day
(“boepd”) from these fields. In the UK gross operated production since acquisition of the Trees fields has
averaged 3,943 boepd. This has been impacted by the shutting-in of the Larch field since 10" June to enable
drilling of the water injection well and for an extended intervention programme on the Larch production well
Z6. As aresult of this activity total production net to the company has increased from 884 to 3,871 boepd by
the end of the year.
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Based on its own internal estimates, at the end of the year the company’s net proved and probable reserves
totalled 41.8 million barrels of oil equivalent (“MMboe”), summarised as follows:

MMboe UK Trinidad Total
Reserves at 1 January 2000 - 21.8 21.8
Acquisitions 11.5 8.9 20.4
Additions - 0.5 0.5
Production (0.5) (0.4) 0.9
Reserves at 31 December 2000 11.0 30.8 41.8

In November 2000 the company entered into an agreement with Phillips Petroleum Company United
Kingdom Limited to acquire its operated interests in the ‘A’ fields, comprising a 13.45% unitised interest in
the Audrey field spanning blocks 48/15a and 49/11a, 42.22% interest in the Alison field in block 49/11a and
42.22% of the Ann field in blocks 48/10a and 49/6a. This acquisition will give Venture a strategic presence
in the UK southern gas basin.

Since the year end, the company has agreed with TotalFinaElf Exploration (UK) plc to acquire a package of
UK assets, both operated and non-operated. Although subject to pre-emption rights, the acquisition of these
assets will consolidate the company’s “A” fields interests, generate substantial income from producing fields
while providing development opportunities closely aligned with the company’s focus on ‘stranded’ reserves.

In total these two transactions are expected to add a further 37 MMboe to the group’s proved and probable
reserves.

Result and dividend
The group’s profit for the financial year amounted to £1,879,944 (1999 — loss £1,502,288) which will be
transferred to reserves. The directors do not recommend the payment of a dividend.

Directors and their interests
The directors who held office during the year and their interests in the shares of the company at the

beginning and end of the year were as follows:

Number of ordinary shares of £1 each

2000 1999
L W Kinch 30,334 30,334
B A I Dingwall 18,965 18,965
M J Wagstaff 1,260 1,260
J D Murphy . 150 150
J Morgan - -
J Farber - -

D J Morrison - -

In addition to the above, L W Kinch held 4,600 convertible redeemable preferred ordinary shares of £1 each
(1999 — 4,600), 11,852 cumulative convertible redeemable preferred ordinary shares of £1 each (1999 -
2,963) and warrants in respect of 13,052 ordinary £1 shares (1999 —4,163) at 31 December 2000.
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M Wagstaff held a beneficial interest in the company at 31 December 2000 of 58 convertible redeemable
preferred ordinary shares of £1 each (1999 — 58) and warrants in respect of 15 ordinary £1 shares (1999 —
15). He holds 1,850 options (1999 - 1,000) in respect of ordinary £1 shares at an exercise price of £155 per
share. None of these options had been exercised at 31 December 2000.

J Murphy holds 400 options in respect of ordinary £1 shares at an exercise price of £109 and 100 options in
respect of ordinary £1 shares at an exercise price of £137 per share. None of these options had been
exercised at 31 December 2000.

J Morgan holds 1,000 options in respect of ordinary £1 shares at an exercise price of £45 per share and 500
options in respect of ordinary £1 shares at an exercise price of £137 per share. None of these options had
been exercised at 31 December 2000.

Statement of directors' responsibilities

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

e select suitable accounting policies and then apply them consistently;
e make judgements and estimates that are reasonable and prudent;

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

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
group and company will continue in business.

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy
at any time the financial position of the group and company and to enable them to ensure that the financial
statements comply with the Companies Act 1985. They are also responsible for safeguarding the assets of
the group and company and hence for taking reasonable steps for the prevention and detection of fraud and
other irregularities.

Auditors
Our auditors, PricewaterhouseCoopers, have indicated their willingness to continue in office and a resolution
concerning their reappointment will be proposed at the Annual General Meeting.

By Order of the Board

el

M J Wagstaff
Director 2" April 2001



Auditors' report to the shareholders of
Venture Production Company Limited

We have audited the financial statements on pages 5 to 25.

Respective responsibilities of director and auditors

The directors are responsible for preparing the directors’ report. As described on page 3, this includes
responsibility for preparing the financial statements in accordance with applicable United Kingdom
accounting standards. Our responsibilities as independent auditors are established in the United Kingdom by
statute, the Auditing Practices Board and our profession’s ethical guidance.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the United Kingdom Companies Act. We also report to you if, in our opinion,
the director’s report is not consistent with the financial statements, if the company has not kept proper
accounting records, if we have not received all the information and explanations we require for our audit, or
if information specified by law regarding director’s remuneration and transactions is not disclosed.

Basis of audit opinion

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

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

Opinion

In our opinion the financial statements give a true and fair view of the state of the affairs of the company and
the group at 31 December 2000 and the group’s profit and cashflows for the year then ended and have been
properly prepared in accordance with the Companies Act 1985.

/7 /7 ,7 /
PricewaterhouseCoopers

Chartered Accountants and Registered Auditors
Aberdeen 2" April 2001



Venture Production Company Limited

Group profit and loss account
For the year ended 31 December 2000

Note 2000 1999

£ £

Turnover 2 13,892,731 1,027,692
Cost of sales (9,040,982) (1,173,737)
Gross profit/(loss) 4,851,749 (146,045)
Administrative expenses (1,947,340) (1,380,496)

Other operating income 40,787 151,941
Operating profit/(loss) 3 2,945,196 (1,374,600)

Interest receivable and similar income 210,804 92,946
Interest payable and similar charges 5 (829,370) (220,634)
Profit/(loss) on ordinary activities before taxation 2,326,630 (1,502,288)

Tax on profit/(loss) on ordinary activities 6 (446,686) -
Profit/(loss) on ordinary activities after taxation 17 1,879,944 (1,502,288)
Finance cost of non-equity shares 16 (1,961,407) (256,279)
Attributable to equity shareholders (81,463) (1,758,567)

There are no other recognised gains or losses other than those shown in the profit and loss account.

All items dealt with in arriving at the profit for the year relate to continuing activities.
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Group balance sheet as at 31 December 2000

Note 2000 1999
£ £ £ £
Fixed assets
Tangible assets 8 31,813,483 9,755,962
Investments 9 455,000 455,000
32,268,483 10,210,962
Current assets
Stocks 10 484,803 164,768
Debtors 11 4,485,813 801,660
Cash at bank and in hand 798,064 2,630,304
5,768,680 3,596,732
Creditors — amounts falling
due within one year 12 (7,321,593) (1,498,056)
Net current (liabilities) assets (1,552,913) 2,098,676
Total assets less current
liabilities 30,715,570 12,309,638
Creditors - amounts falling
due after more than one year 13 (4,516,107) (2,050,223)
Provisions for liabilities and
charges 15 (5,445,664) -
20,753,799 10,259,415
Capital and reserves
Called up share capital 16 245,443 191,815
Share premium 17 21,433,441 12,872,629
Profit and loss account 17 (925,085) (2,805,029)
Total shareholders' funds 18 20,753,799 10,259,415
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Company balance sheet as at 31 December 2000

Note 2000 1999 Restated
£ £ £ £
Fixed assets
Tangible assets 8 439,421 390,592
Investments 9 470,004 455,003
909,425 845,595
Current assets
Debtors 11 23,178,537 9,136,314
Cash at bank and in hand 145,979 2,491,678
23,324,516 11,627,992
Creditors - amounts falling
due within one year 12 (1,069,167) (111,403)
Net current assets 22,255,349 11,516,589
Total assets less current
liabilities 23,164,774 12,362,184
Creditors - amounts falling
due after more than one year 13 (2,206,443) (186,128)
20,958,331 12,176,056
Capital and reserves
Called up share capital 16 245,443 191,815
Share premium 17 21,435,314 12,874,502
Profit and loss account 17 (722,426) (890,261)
Total shareholders' funds 20,958,331 12,176,056

Approved by the Board
on 2™ April 2001

A

M J Wagstaff
Director
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Consolidated cashflow statement
for the year ended 31 December 2000

Note 2000 1999
£ £
Net cash inflows/(outflows) from operating activities 19 5,839,031 (1,515,601)
Returns on investment and servicing of finance 20 (370,565) (127,688)
Taxation 3,313 -
Capital expenditure and financial investment 20 (17,357,485) (5,292,964)
Acquisitions and disposals 20 (586,207) (319,052)
Cash outflow before use of liquid resources and financing (12,471,913)  (7,255,305)
Financing 20 10,639,673 7,487,942
(Decrease)/Increase in cash (1,832,240) 232,637
Reconciliation of net cash flow to movement in net (debt) cash
(Decrease)/Increase in cash in the year (1,832,240) 232,637
Cash (inflow) outflow from increase/decrease in debt and lease
financing (2,025,233) 16,113
Movement in net cash in the year (3,857,473) 248,750
Net cash at 1 January 2000 2,434,180 2,185,430
Net (debt) cash at 31 December 2000 22 (1,423,293) 2,434,180
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Notes to the financial statements
for the year ended 31 December 2000

1 Accounting policies

Accounting convention
The financial statements have been prepared under the historical cost convention and in accordance with
applicable accounting standards.

Consolidation

The financial statements consolidate the results of the company and it’s subsidiary undertakings. The group
eliminates goodwill arising on consolidation from the consolidated financial statements by capitalisation and
amortisation through the consolidated profit and loss account by equal annual instalments over the estimated
useful life of the consolidation goodwill.

Fixed assets and depreciation

Expenditure relating to oil and gas activities is capitalised in accordance with the “successful efforts” method of
accounting. All capitalised costs associated with developed properties are considered to be tangible for the
purposes of these financial statements. Such costs are amortised on a unit of production basis that is calculated
to write off the book cost of each field in line with the depletion of proved developed reserves.

Other assets are depreciated on the straight-line method to write off the cost less the estimated residual value
over their estimated useful lives as follows:

Plant and machinery 10-33%
Office equipment 25%
Motor vehicles 25%
Land and buildings 5%
Decommissioning

Provision for decommissioning is recognised in full at the commencement of oil and natural gas production.
The amount recognised is the present value of the estimated future expenditure determined in accordance with
local conditions and requirements. A corresponding tangible fixed asset of an amount equivalent to the
provision is also created. This is subsequently depreciated as part of the capital costs of the production and
transportation facilities. Any change in the present value of the estimated expenditure is reflected as an
adjustment to the provision and the fixed asset.

Deferred taxation
Provision is made for deferred taxation using the liability method where there is a reasonable probability that a
liability will arise in the foreseeable future.

Stocks
Stocks are stated at the lower of cost and net realisable value.
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Finance leases and hire purchase agreements

Assets purchased under finance leases or hire purchase agreements are capitalised in the balance sheet and are
depreciated over their estimated useful lives. The interest element of the rental obligations is charged to the
profit and loss account over the period of the contract on a straight line basis and the capital element of future
rentals is treated as a liability.

Operating leases
Expenditure on operating leases is charged to the profit and loss account on a basis representative of the benefit
derived from the asset, normally on a straight line basis over the lease period.

Foreign currencies

Trading activities denominated in foreign currencies are translated at the average rate for the period. Monetary
assets and liabilities denominated in foreign currencies are translated at the rate of exchange ruling at the balance
sheet date.

The results of foreign subsidiaries are translated into sterling at the average rates of exchange and non-monetary
assets are translated at the exchange rate in effect at the date of the transaction. All exchange gains and losses
are taken to the profit and loss account,.

Employee Share Ownership Plan (ESOP)

As recommended in UITF Abstract 13, the financial statements include the employee share ownership plan. The
plan holds shares on behalf of the employee share option scheme and the directors consider that the company
has control of the shares held by the plan and bears the benefits and risks.

Shares held by the plan are shown as “own shares” within fixed asset investments. The main features of the plan
are detailed in Note 9 to the financial statements.

Pension costs
Contributions made to personal pension schemes of employees which are administered independently of the
company are charged to the profit and loss account as incurred.

2 Turnover

Turnover represents the invoiced amount of goods sold during the year stated net of associated sales tax. The
group’s turnover is fully attributable to the production and sale of hydrocarbons in the following geographic
locations:

2000 1999

£ £

United Kingdom 7,649,300 -
Trinidad and Tobago 6,243,431 1,027,692
13,892,731 1,027,692

10
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3 Group operating profit/(loss)

2000 1999
£ £
Group operating profit/(loss) is stated after charging:
Depreciation:
- owned assets 1,859,098 109,763
- leased assets 5,727 5,053
Auditors’ remuneration:
- audit fees 39,250 16,000
Hire of plant and equipment 473,695 25,230
Operating lease rentals — land & buildings 60,760 14,090
Auditors’ remuneration in respect of the company amounted to £22,000 (1999 - £11,000).
4 Group staff costs
2000 1999
£ £
1) Wages and salaries 1,234,082 519,852
Social security costs 110,199 48,137
Pension costs (Note 24) 87,381 21,556
1,431,662 589,545
2 The average number of employees during the year was:
2000 1999
UK 17 9
Trinidad 26 35
43 44
Particulars of directors' emoluments were as follows:
2000 1999
£ £
Aggregate emoluments 312,350 222,401
Aggregate contributions to defined contribution pension schemes 26,050 9,800
338,400 232,201

11
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The number of directors who have retirement benefits accruing under defined contribution pension schemes is 3
(1999 - 4).

The remuneration of the highest paid director is as follows:

2000 1999
£ £
Emoluments 114,950 82,102
Pension scheme contribution 9,600 3,600
124,550 85,702
5 Group interest payable and similar charges
2000 1999
£ £
Interest on loans repayable in less than 5 years 110,222 14,458
Loan stock interest - 190,361
Finance lease and hire purchase interest 2,012 7,115
Finance charge for decommissioning provision (Note 15) 248,000 -
Loan facility expenses 436,232 -
Other interest 32,904 8,700
829,370 220,634
6 Group tax on profit from ordinary activities
Tax charge for the financial year at 30% (1999 : 20%) is analysed as follows:
2000 1999
£ £
Current:
Corporation tax 446,686 -

7 Profit for the financial year

As permitted by section 230 of the Companies Act 1985, the parent company’s profit and loss account has not
been included in these financial statements. The parent company’s profit for the financial year was £167,835
(1999 — £140,042).

12



Venture Production Company Limited

8 Tangible assets

Plant,
equipment
Producing Land and and motor Office
Group assets buildings vehicles equipment Total
£ £ £ £ £
Cost
At 1 January 2000 9,502,357 282,918 54,901 233,775 10,073,951
Acquisitions 586,207 - - - 586,207
Additions 23,083,882 12,623 13,816 464,205 23,574,526
Disposals - (282,918) (1,903) - (284,821
At 31 December 2000 33,172,446 12,623 66,814 697,980 33,949,863
Depreciation
At 1 January 2000 218,342 35,367 10,562 53,718 317,989
Charge for the year 1,726,830 10,920 11,815 115,260 1,864,825
Disposals - (44,799) (1,635) - (46,434)
At 31 December 2000 1,945,172 1,488 20,742 168,978 2,136,380
Net book amount
At 31 December 2000 31,227,274 11,135 46,072 529,002 31,813,483
At 31 December 1999 9,284,015 247,551 44,339 180,057 9,755,962

13
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8 Tangible assets (continued)
Land and Motor Office

Company buildings vehicles equipment Total

£ £ £ £
Cost
At 1 January 2000 282,918 30,250 158,904 472,072
Additions - - 381,275 381,275
Disposals (282,918) - - (282,918)
At 31 December 2000 - 30,250 540,179 570,429
Depreciation
At 1 January 2000 35,367 5,683 40,430 81,480
Charge for the year 9,432 3,389 81,506 94,327
Disposals (44,799) - - (44,799)
At 31 December 2000 - 9,072 121,936 131,008
Net book amount
At 31 December 2000 - 21,178 418,243 439,421
At 31 December 1999 247,551 24,567 118,474 390,592

Motor vehicles of the group and company include assets acquired under finance leases at a cost of £30,250 and
with a net book amount of £21,178 (1999 - £24,567).

9 Investments
Group Company
2000 1999 2000 1999
£ £ £ £
Shares in subsidiary undertakings (1) - - 15,004 3
Own shares in ESOP (2) 455,000 455,000 455,000 455,000
455,000 455,000 470,004 455,003

4y Shares in subsidiary undertakings

Venture Production Company (North Sea) Limited issued a further 15,000 ordinary shares of £1 to the company
on 26 January 2000. The shares were issued at par and paid for by the capitalisation of intra-group debt.

On 13 October 2000 Venture Production (“A” Fields) Limited was incorporated as a wholly owned subsidiary
of the company by the issue of 1 ordinary share of £1 at par. On 28 December 2000 the name of the company
was changed to Venture Production (North Sea Developments) Limited.

14



