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Disclaimer
The information contained in this presentation (the Presentation) has been prepared by Hurricane Energy plc (the Company). This Presentation has not been
approved by an authorised person in accordance with section 21 of the Financial Services and Markets Act 2000 and therefore it is being delivered for
information purposes only.
This Presentation may contain certain forward‐looking statements with respect to the Company's expectations and plans, strategy, management’s
objectives, future performance, production, costs, revenues, and other trend information. These statements and forecasts involve risk, uncertainties and
assumptions about the Company, its assets, its subsidiaries and investments, including, among other things, the development of its business, trends in its
operating industry, and future capital expenditures and acquisitions. In light of these risks, uncertainties and assumptions, the Company's actual results
could differ materially from those included in this document or as otherwise discussed at the Presentation. The statements have been made with reference
to forecast price changes, economic conditions and the current regulatory environment. Nothing in this Presentation should be construed as a profit
forecast. Past share performance cannot be relied on as a guide to future performance. These forward‐looking statements speak only as at the date of this
Presentation.
No representation or warranty, express or implied, is made or given by or on behalf of the Company or any of its members, directors, officers or employees
or any other person as to the accuracy, correctness, completeness or fairness of the information, including estimates, opinions, targets and other forward
looking statements, contained in this Presentation and no reliance should be placed on it. Neither the Company or any of its members, directors, officers or
employees nor any other person accepts liability whatsoever for any loss howsoever arising from any use of this Presentation or its contents or otherwise
arising in connection herewith, or undertakes to publicly update, review, correct any inaccuracies which may become apparent, or revise any forward‐
looking statement whether as a result of new information, future developments or otherwise. The Company is not under any obligation to update or keep
current the information contained in this Presentation and any opinions expressed in it are subject to change without notice.
The Company's securities have not be registered under the US Securities Act of 1933, as amended (the Securities Act) and may not be offered or sold in the
United States absent registration or an exemption from the registration requirements of the Securities Act. No public offering of the Company's securities is
or will be made in the United States. In addition, the Company’s securities have not been and will not be registered under the applicable laws of Australia,
Canada, Japan and South Africa and, subject to certain exceptions, may not be offered or sold within Australia, Canada, Japan or South Africa or to any
national, resident or citizen of Australia, Canada, Japan or South Africa.
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Emergency Procedures
• No fire drills are expected today
YOU ARE HERE

• In the event of a fire alarm:
– Exit the building the way that you
came in
– Make your way directly to the fire
assembly area (statue of Sir Joshua
Reynolds in the courtyard)
– Wait at the assembly area until
further instructions are received by a
fire officer or the Facilities Manager
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Chairman’s Statement
‐ Steven McTiernan

Hurricane | AGM | 06 June 2018

Introduction
Good morning ladies and gentlemen, it is now [11:00]am and I propose that we start the
meeting.
I can confirm that we are quorate and I am pleased to welcome all shareholders to
Hurricane Energy’s 2018 Annual General Meeting. My name is Steven McTiernan and I
am Chairman of Hurricane.
Firstly, a brief safety notice [show slide]:
No fire drills are expected today
In the event of a fire alarm, please exit the building the way that you came in, make your
way directly to the fire assembly area (the statue of Sir Joshua Reynolds in the courtyard)
and wait there until further instructions are received)
[move onto next slide]
Joining me on the podium today are all other members of the Hurricane Board.
Executive Directors:
Chief Executive Officer, Dr Robert Trice;

Chief Operations Officer, Mr Neil Platt; and
Chief Financial Officer, Mr Alistair Stobie.
and Non-Executive Directors:
Dr David Jenkins, who is independent;
Mr John van der Welle, who is also independent; and
Mr Roy Kelly, who is not deemed to be an independent director, since he is
an appointee of Kerogen Capital the largest shareholder.
Also present today in the hall are representatives from our various advisors.
The order of events for today is as follows:
First, I will make a short statement on the position of the Company and the
outlook for the future.
Following that, Dr Robert Trice will deliver the corporate presentation – after
which the Board will take questions from the floor.
Then, I will commence the formal business of the day. We will start by
inviting questions that you might have on any of the Resolutions that were
sent to you for your consideration in the Notice of AGM dated 25 April.
Additional copies of these are available in the room this morning.
These Resolutions – all of which are quite normal – will then be presented
for vote, one by one, by way of a poll. The Registrars will have given each of
you a poll card, and I will provide you with voting instructions in due course.
As it will take some time to complete the poll procedure, the final results of
the resolutions will be announced through our Regulatory Information
Service and published on our website as soon as reasonably practicable
following closure of the meeting.
Once we have concluded formal proceedings, Shareholders will be invited
to remain for some refreshments in the room through which you entered.
You will have an opportunity to meet the directors informally then.
So, if we can now commence proceedings: -

Chairman change
As you will know, I was appointed Chairman quite recently, succeeding Dr
David Jenkins who served as Interim Chairman after the resignation of Dr

Robert Arnott, the previous Chairman, towards the end of last year. Dr
Jenkins discharged his duties most capably and I am personally very grateful
for his guidance during the transition. I am also delighted that he will
continue on the Board in the formal role of Senior Independent Director –
and as a distinguished technical advisor.
I want to say that I am hugely enthusiastic about joining Hurricane at this
critical juncture for the Company. Much of my career experience as a
petroleum engineer on field development in the North Sea and elsewhere –
and also later financing and transaction experiences with banks and other
companies – happens to be quite relevant to Hurricane at its current stage
of maturity.
However, as Chairman, my main job is to manage the Board, not to confuse
roles with management. So, while my experience may assist the Company at
times, the critical near-term task for the Board is simply to support
management in delivering the core initial stage of the Company’s strategy –
bringing the Lancaster Early Production System – the EPS – on stream
successfully.
Over the longer term, my job will be to ensure that shareholders see
appropriate value for Hurricane’s unique assets on the Rona Ridge – by
managing the Board in its consideration of the multiple monetisation
options that the Company will have available to it after successful sustained
production from the EPS.

2017 Step Change and Financing
During 2017, Hurricane went through a step-change in scale and challenge.
Following the very successful 2016/17 drilling campaign, the Company
finalised plans for the Lancaster EPS, and successfully raised the required
$547 million to complete this initial programme. This enabled the Company
to take the Final Investment Decision for the EPS, and receive Field
Development Plan approval from the UK authorities. This was a truly
enormous achievement in the face of negative industry sentiment and low
oil prices.
The Company, as a result, has been transformed from a relatively small
explorer/appraiser to a sizeable developer/producer with a market
capitalisation of over a billion dollars today.

Governance

The Board recognised in 2017 that this step change also required an
upgrade of internal organisational structures, Board composition and
processes, and standards of disclosure. Your Board also recognised that it
was important to align Hurricane over time towards premium listing
standards, rather than AIM.
The Listing and Governance Committee – the LGC – was therefore formed
to coordinate these improvements, and prepare the Company for the next
phase of its development. You can see some initial tangible evidence of
these efforts in the form of the comprehensive 2017 Annual Report, which
includes reporting narrative in line with the UK Corporate Governance Code.
I’d like to sincerely thank John van der Welle for his outstanding efforts
leading the LGC – which is in addition to his role Chairing the Audit
Committee.
I should emphasise that I am pleased to have found that the Board takes
such a serious approach to governance. Further enhancements will
continue to be made as the Company grows, including:
considering the balance between independent and non-independent
directors; and
timing and other requirements for a potential application for a premium
listing
The Company will update the market once decisions have been made in
regard to these matters.
In any case, Hurricane is putting in place policies and procedures that are fit
for purpose for a FTSE250 company. Following successful execution of the
EPS, the Company has ambition to be sitting comfortably within that space.
While evolution of governance standards to a higher level is important, I
want to assure you that none of that will be permitted to detract
management from the Company’s immediate and overriding priority –
which is of course to achieve first oil from the Lancaster EPS – safely, and at
the production rates planned. I am happy to say that we remain on budget
and that first oil from the unique and play-opening Lancaster field remains
on schedule for the first half of next year.
I visited the Aoka Mizu in the yard in Dubai recently and was gratified to see
that this proven and capable vessel, engineered and operated by a high
quality FPSO contractor, is in the final stages of its upgrade.

Strategy

The EPS is designed to provide concrete evidence on the long-term
productivity of fractured basement on the UK Continental Shelf - the
potential scale of which is highly significant, not just for you, Hurricane
shareholders, but also perhaps for the UK industry as a whole.
The EPS should demonstrate not only the commerciality of the Lancaster
field, but also provide data to help de-risk the other assets in the portfolio.
Furthermore, and importantly, it will provide material cash flow - which can
be used to conduct further appraisal and proceed towards additional stages
of development.
The Company’s strategy has always been to partner with, or sell to, a major
oil company for full field development. Hurricane’s expertise lies in finding
and appraising basement reservoirs, not in billion-barrel developments.
Monetisation of our asset base is therefore a key priority for the board and
management.
The challenge will be to ensure that we get maximum value by proving up
as many barrels as possible as quickly as possible. The EPS is an
instrumental part in this value realisation plan.
The Company is now applying significant effort towards consideration of
“what comes next” after first production from the EPS. Initial results are
expected to generate a new wave of interest from potential partners and
acquirers, but the Company does not plan to merely sit still in the hope of
receiving a suitably attractive offer. It will continue to de-risk and develop its
asset base to generate value for shareholders.
Robert will elaborate a little further on what we expect to see from the EPS
in his presentation.

Remuneration
I should now like to touch on executive remuneration which naturally is a
matter of importance to shareholders.

The Company’s long-term remuneration plan for executives -- the Value
Creation Plan or “VCP” – is an important tool to align executive incentives
with shareholder outcomes. The VCP was put in place in 2016, disclosed in
the circular prior to the November 2016 placing and also in last year’s
Annual Report. The VCP has not changed since inception, but this year’s
Annual Report provides a more detailed description of the somewhat
complex VCP mechanism as part of our efforts to bring governance and

disclosures up to highest standards.
You should note that the VCP has no value to participants unless
challenging operational milestones are achieved alongside significant share
price appreciation.
I would also note that short term cash compensation for Executives was
substantially lower in 2017 than the previous year despite excellent
performance. Maximum cash bonus potential was halved when the VCP was
put in place.

Partnerships
The Lancaster EPS project is being executed efficiently as a result of
management’s innovative conceptual approach combined with successful
partnerships with a small but high-quality group of Tier 1 contractors and
their key subcontractors: collaboration with Bluewater, TechnipFMC, Dubai
Drydocks World, Petrofac, SBM and Transocean has been excellent.
Good working relationships have been established based on fair and
balanced commercial arrangements at the Tier 1 level – which bodes well as
we proceed with the critical installation and commissioning phases.
I would like to acknowledge the contribution of these contractors and thank
them all sincerely on behalf of the Company.
I wouldn’t want to single out any particular contractor. However, I want to
tell you that I had the privilege of meeting the Drydocks World and
Bluewater teams in Dubai recently, and they are first-class and working well
together. The Hurricane management team have also provided excellent
feedback to date on the performance of TechnipFMC, SBM, Petrofac and
Transocean.
We must also sincerely thank the Regulators at the Oil and Gas Authority,
HSE and BEIS who have all provided significant support to the Company in
getting to this stage. They of course fully recognise the potential
importance of the work being done by Hurricane to the country as a whole.
This culminated in the approval of the Field Development Plan in September
last year – and has continued since then too, as other operational permits
have been put in place.

Conclusions
Finally, I would like to thank the Board, the Executive team, and staff of

Hurricane for their huge efforts in making the step change I spoke of earlier
over the past 12 months or so, overcoming many hurdles and much
scepticism en-route. I look forward to getting to know them better as the
EPS moves forward. There is a lot of excitement around the Company, for
good reason. I am enthusiastic about leading the Board into this next phase.
I will now hand over to Dr Robert Trice to make the Chief Executive’s
presentation.
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CEO’s Review
‐ Dr Robert Trice

Hurricane | AGM | 06 June 2018

Thank you Steven. May I take this opportunity to welcome you again to the
Company. Your background in both the oil industry and finance is well
suited to guiding the Board as the Company takes its next steps. I'd also like
to join you in thanking David for assuming the Interim Chairman role and
leading the Board over recent months.
2017 was a transformational year for Hurricane. It started with the final
phase of a 4-well drilling programme. It ended with the Aoka Mizu
undergoing upgrade in Dubai and the prospect of first oil in the first half of
2019.

2017 Highlights

Note: See Annual Report 2017 for further details
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Hurricane is a company built upon a belief that material shareholder value
can be generated from the UK’s fractured basement reservoirs.
So, let’s start with the subsurface and see how the Company has progressed
value creation from this new UK play during last year, 2017, and so far in
2018:

2017 Highlights

Subsurface



Halifax discovery well

Note: See Annual Report 2017 for further details
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The Halifax discovery well spudded in 2017.
It followed on from the success of two Lancaster wells and a Lincoln
discovery. All four wells were drilled with Transocean’s Spitsbergen rig.
As with our other exploration wells, Halifax was drilled close to a previous
well which had indications of hydrocarbons in the basement. In this case, a
well drilled by Arco in 1998. Halifax’s success was therefore not a surprise –
but this does not reduce its significance.
The well encountered an oil column of approximately 1,000m. We also
acquired a variety of geoscience data. Together, this supports the
Company’s model that the fractured basement of the Lancaster and Halifax
licences could be a single hydrocarbon accumulation. Lancaster and Halifax
combined have best case – that is 2C – contingent resources of 1.7 billion
barrels.

2017 Highlights

Lancaster
523 mmstb 2P + 2C

GREATER
WARWICK
AREA

Subsurface



Halifax discovery well



2 CPRs

Reserves and Resources (mmboe RPS Energy May/Dec 2017)
Lancaster 37

486

Halifax

1,235

Lincoln

604

Warwick



GREATER
LANCASTER
AREA

Combined GLA:
1,758 mmboe

Combined GWA:
1,539 mmboe

935

2.6 billion barrels 2P + 2C
Whirlwind

205
2P Reserves

2C Contingent Resources

Best Case Prospective Resources

Note: See Annual Report 2017 for further details

10

Following the results of the 6, 7 and 7Z wells on Lancaster, we
commissioned a new CPR which resulted in an uplift to previous resource
estimates and our first allocation of reserves.
A second CPR was published at the end of the year to incorporate the
results of our Lincoln and Halifax wells.
Together these two CPRs allocated 37 million barrels of best case 2P
reserves to Lancaster and a further 2.6 billion barrels of best case contingent
resources across the portfolio. Additional upside is seen at Warwick with
over 900 million barrels of best case prospective resources.

2017 Highlights
AIM E&P Placing Ranking

Amount Raised (£m)

Largest Ever AIM E&P Placing

Lancaster EPS Sanction



$547 million capital raised

UK FDP Approvals



Final Investment Decision



FDP approval

Recoverable Volume (mmboe)

300

Culzean
250

Tie‐backs to Existing Infrastructure

200
150
100

Edradour /
Glenlivet

Lancaster EPS

Callater

Crathes /
Scolty

50

Arundel

Utgard (Norway)

‐
Mar‐15

Jun‐15

Sep‐15

Dec‐15

Mar‐16

Jun‐16

Sep‐16

Dec‐16

Mar‐17

Jun‐17

Sep‐17

Dec‐17

Mar‐18

Jun‐18

Note: See Annual Report 2017 for further details; AIM E&P ranking – Source: London Stock Exchange at Jun‐18, all AIM new issues and follow‐on placings for E&Ps >£10m over AIM’s life; FDP Approval chart – Source: OGA, Wood Mackenzie (recoverable volumes), accessed Jun‐
18, database does not include follow‐on consents such as Captain EOR
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Our next step was Sanction of the Lancaster EPS:
We completed the required financing, took FID, and received FDP approval.
The scale of this achievement cannot be overstated. Particularly given the
back-drop of low, volatile oil prices, and a resultant reduced level of
investor interest in the sector.
It involved the largest ever AIM capital raise for an oil exploration and
production (E&P) company (as shown by the top graph).
and Lancaster was the first standalone FDP approval in the UK sector since
“Cullane” (Culzean) in 2015 (as shown by the bottom graph).

2017 Highlights

Project Commencement



Project documents signed



Long lead items ordered



Aoka Mizu arrived in Dubai

Note: See Annual Report 2017 for further details
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Having these three elements in place, Financing, FID and FDP, we were able
to push forward with the EPS project. Key project developments during the
year included:
•

Signing the commercial agreements for the development with our Tier 1
contractors;

•

Placing orders for long lead items; and more visibly: -

•

the Aoka Mizu arrived in Drydocks World Dubai where upgrade and life
extension works commenced.

2017 Highlights

Subsurface

Lancaster EPS Sanction

Project Commencement



Halifax discovery well



$547 million capital raised



Project documents signed



2 CPRs



Final Investment Decision



Long lead items ordered



2.6 billion barrels 2P + 2C



FDP approval



Aoka Mizu arrived in Dubai

Note: See Annual Report 2017 for further details

So, to summarise, 2017 was a transformative year for the Company with
substantial steps forward towards first production.
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2018 YTD Highlights
FPSO /
Buoy

Wells /
Subsea

Corporate



FPSO upgrade & life extension progress



Buoy trial fit, testing, and sailaway



Delivery and installation of Xmas trees



Mooring and SURF installation on track



Organisational growth



Expanded Annual Report disclosures

First
Oil
on Schedule
for

1H
2019

Note: See Annual Report 2017 and recent press releases for further details

The Company’s focus in 2018 has very much been on project execution and
getting the Lancaster EPS to first oil. Everything is proceeding well on that
front, as you will have seen from our operational updates.
Starting with activities in Dubai – The FPSO upgrade and life extension is
going well. It remains on time and on budget. The buoy is on its way to the
UK – the shipwatchers amongst you will know that it is currently in the
Mediterranean.
Moving onto the wells and subsea infrastructure – The Xmas trees have
always been the longest of our long lead items. They are now sitting on the
wells, as our rig – the Paul B Loyd Jr – carries out completions. The wells, of
course, have already been drilled. The rig is there to prepare the wells for
production including running dual pod ESPs.
Mooring installation for the Aoka Mizu vessel is well underway. Once this
has taken place and both wells have been completed, SURF installation will
begin in earnest.
We went through a step-change in 2017 so we have been adding to our
team to expand our organisational structure across the Company. We’ve
also been upgrading our systems and procedures to reflect our size and
stage of development. An illustration of some of that work is in the
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expanded disclosures in our annual report.
The main highlight for the year so far is that we remain on
schedule for first oil in 1H ‘19. Of primary importance, we have
got to this position with an excellent safety record.

Health, Safety and the Environment
• Hurricane adopts an integrated approach to Health, Safety, the Environment and
Quality (HSE&Q)
• All Lancaster EPS Tier 1 contractors have signed up to HSE&Q commitment charter
– Zero LTIs in 2017
– Zero LTIs 2018 year‐to‐date

EPS Manhours YTD
Over 1 million manhours year‐to‐date
350,000
300,000
250,000
200,000
150,000
100,000
50,000
‐
Jan‐18

Feb‐18

Mar‐18

Apr‐18

May‐18

Note: EPS manhours includes Hurricane staff, Tier 1 contractors and certain subcontractors; LTI = Lost Time Incident

In addition to our corporate policies we have developed a Health and Safety
commitment charter with our Tier 1 contractors to underline our joint
commitments.
This describes:
•

our culture to strive to exceed expectations

•

our expectation that safe working practices are recognised and
reinforced

•

and our commitment to demonstrate practices that reduce our impact
on the environment.

I’m pleased to note that we didn’t have any Lost Time Incidents in 2017 and
so far this year we’ve exceeded a million man hours of work across the EPS
project, with zero LTIs.
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Operational Update – Buoy

Note: Photos subject to copyright and not to be reproduced elsewhere

Pictures are worth a thousand words and the EPS is a case in point.
This time last year, we were discussing the key challenges to maintaining
the project schedule. At that time buoy fabrication was high on our risk
register. This is no longer the case. As we have reported, the buoy has
successfully passed its trial fit with the turret, its buoyancy tests and its
flotation trials.
This aspect of the project was completed ahead of schedule. I consider this
to be a good example of the positive working relationships and “can do”
attitude exhibited by both Bluewater and Drydocks World Dubai.
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Operational Update – FPSO

Note: Photos subject to copyright and not to be reproduced elsewhere

Progress of the FPSO can be readily seen by some of the large-scale
components, such as the greenwater protection being fitted to the vessel,
the new paint job and the reinstallation of the turret. However, there is so
much more detailed work going on behind the scenes. This includes
installation of new process packages, structural works and other required
repair and life extension works.
Much of the operational crew are already living on board. I had the pleasure
of meeting some of these specialists two weeks ago. Many of them worked
on the Aoka Mizu whilst it was on station on the Ettrick field in the North
Sea. The addition of these experienced hands to the project is an invaluable
step towards securing a timely first oil.
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Operational Update – Mooring/Wells/SURF

Note: Photos subject to copyright and not to be reproduced elsewhere

Subsea preparation has also had its share of successes, managed by
TechnipFMC and Petrofac. These include early completion of boulder
clearance in 2017, manufacturing of umbilicals and manifold, installation of
the trees, and commencement of mooring installation activities.
Currently there is a workforce of around 260 at the Lancaster field -- aboard
the PBLJ rig, the Normand Installer, the Viking Neptun and a variety of
support vessels all engaged in undertaking well completion operations and
moorings installation.
Once the wells are completed and mooring installation has taken place, we
will see the installation of the manifold and SURF in preparation for the
Aoka Mizu’s arrival.
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Timeline
2016
Q4 Q1

2017
Q2 Q3

Q4

Q1

2018
Q2 Q3

Q4

Q1

2019
Q2 Q3

Q4 Current Status

Complete FEED 1
LLI Commitment (Trees and Controls)
FEED 2
GeoTech and GeoPhys Surveys
LLI Commitment (FPSO & SURF)
FPSO Upgrade Yard Contract Award
FPSO Aoka Mizu arrival in Upgrade Yard
Boulder Relocation
Re‐enter & Complete Wells 6&7Z (Window)
Delivery of Mooring System
Mooring System Installation (Window)
SURF Installation (Window)
FPSO Ready for Sail Away
FPSO Arrival in Field (Window)
Buoy Hook‐Up and Commissioning
First Oil

Complete
Complete
Complete
Complete
Complete
Complete
Aoka Mizu arrived in Dubai on 30 September
Complete
Operations have commenced with Paul B Loyd Jr rig
Piles, chains and wires delivered; buoy en route
Installation ongoing
Delivery and expected installation on schedule
Windows ‘tightened’

Note: Indicative development timeframe (as originally proposed in Environmental Statement); Current status as at June 2018

Looking at the operations from the perspective of what is to come next, the
sequence will be:
•

Completing the wells.

•

Completing the mooring installation -- including deploying the buoy.

•

Installing the manifold and SURF.

•

FPSO sail-away from Dubai, due by the end of Q3.

•

Following arrival of the vessel and pull-in of the buoy, the start of the
commissioning phase.

We remain confident of first oil in 1H’19. In the event that all workstreams
proceed exactly to plan, we hope to be towards the front end of that
guidance but there is still much to do.
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Observations on Monetisation
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The EPS is a further step in de-risking Hurricane’s reserves and resources. It
has the added benefit of generating significant positive cash flow. This will
enable Hurricane to get on with further de-risking oil volumes across our
extensive licensed areas - including in the GWA … and also up the ridge in
Halifax.
As I observed in the Annual Report, the challenge to the Company is to
establish fair value for all of our resources ahead of any transaction. We are
aware of industry’s interest in our progress and the impact a successful EPS
will have on the future of the UKCS.
Hurricane does not intend to build itself into an oil major and our
preference therefore is to monetise our resources in a timely fashion. We
have to be prepared for this to take place through a series of transactions
linked to appraisal and development success, in order to enhance value and
in consideration of the scale of the overall portfolio.
We don’t expect that any meaningful commercial discussions will take place
until we’ve had at least 6-12 months of steady state production. At this
stage Lancaster volumes will be significantly de-risked. Technical rationale
aside, the oil price will almost certainly have a bearing.
Our future drilling campaigns are designed to de-risk the maximum number
of barrels in the shortest time possible – which I’ll come onto later.

Revenue generation outlook
Base case EPS production outlook

Cash flow sensitivities

25,000

2019 Cash flow from operations

Ramp‐up to 85%
operating efficiency
over 6 months

No decline forecasted
within 6 year EPS period

Daily Production Rate (bopd)

20,000
85%

15,000
65%

10,000

45%

Flat Brent price
1st Oil

$50/bbl

$60/bbl

01‐Jan

$93m

$136m

$180m

30‐Mar

$62m

$92m

$121m

30‐Jun

$18m

$32m

$47m

$70/bbl

17,000 bopd full year economics
Flat Brent price

5,000

$50/bbl
Sales

‐

12 mths

24mths

36 mths

Average Net Production Rate

48 mths

60 mths

72 mths

$60/bbl

$70/bbl

6.2 million barrels

Revenue

$283m

$345m

$407m

Op. Cash Flow

$159m

$216m

$272m

Production Rate

Note: Based on company model using Hurricane base case profile (same as RPS Energy 2P profile for 6 years of EPS) with Hurricane base case ramp‐up assumptions; 2019 cash flow from operations sensitivity is net operating cash flow generated during producing portion of the
year; 17,000 bopd full year economics figures are from first full plateau year (with no workovers); revenue is net of marketing fee and assuming Lancaster crude discount to Brent; operating cash flow is prior to debt service, discretionary capex and funding of reserve accounts

With respect to projected cash flow we have to consider oil price and
operational efficiency.
This chart shows our base case production profile for the EPS from first oil.
In the first two quarters of production we assume reduced uptime of 45%
and 65% respectively, as operational systems are established. This means
that we are only at our long-term run rate uptime of 85%, and production
rate of 17,000bopd, after 6 months of production.
Note, there is no decline expected in the 6 years of the EPS as we are only
addressing 12% of Lancaster’s best case contingent resources.
The table on the top right shows what this means for cash generated in
2019, depending on start-up date and oil price. As always, we take a
conservative view and haven’t considered scenarios above $70/bbl here, but
clearly any further strength in the oil price once we are producing will be
positive.
The upshot of this is:- A theoretical start-up in early 2019 generates
enough cash for a 2019 well. A late start-up means that further drilling will
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only take place from 2020.
The bottom right table shows how much cash is generated in an
example year at 85% long-term uptime. At $60/bbl we’ll be
generating over $200 million in operating cash flow per annum.
This means that we’ll have lots of options open to fund further
appraisal and development of our assets.

Reasons for Confidence


5 Hurricane wells on Lancaster



Both production wells have been tested



World‐class productivity index



Very low drawdowns required



Wells are ~430m above OWC



Drilled

Drill stem test
(DST) ESP flow rate

Productivity
index

205/21a‐6

2014

9,800 stb/d

160 stb/d/psi

205/21a‐7Z

2016

15,375 stb/d

147 stb/d/psi

Well #

2,000
1,800

Bubble point pressure equates
to 43,000 stb/d for a single well

EPS targeting just 12% of 2P + 2C

Pressure (psi)

1,600
1,400
1,200
1,000
800
600

Single well could produce
20,000 stb/d at drawdown
of only 120psi

400
200

180,000

170,000

160,000

150,000

140,000

130,000

120,000

110,000

90,000

100,000

80,000

70,000

60,000

50,000

40,000

30,000

20,000

‐

10,000

‐

Rate (stb/d)

Note: Distance from wells to oil water contact (OWC) is based on Hurricane management base case OWC / high case OWC in RPS May‐17 CPR, and depth of beginning of 6/7Z horizontal sections; IPR (Inflow Performance Relationship) plot is 3rd party analysis (Schlumberger);
ESP = Electrical Submersible Pump
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I mentioned that we need to consider oil price and operational efficiency,
but of course reservoir performance will be crucial.
How can we be so confident that the EPS will deliver as expected? Here are
some of the reasons…
There have been 5 wells on Lancaster drilled by Hurricane to date. These
were targeted to investigate specific volumes of the reservoir identified
from 3D seismic data. All wells have been tested and have acquired robust
geoscience data sets.
The two horizontal production wells have been tested with ESPs and under
natural flow conditions. The productivity index and flow rates of the wells
(shown in the table to the right) indicate that the reservoir can easily handle
the planned flow rates and drawdowns.
The graph below indicates that we can achieve flow rates in excess of 20,000
barrels per well
However, we are starting conservatively with low drawdowns and 10,000
barrels production per well.
The production wells have approximately 430m of oil column below them.
The combination of high frequency permeable fractures, low drawdowns

and use of horizontal wells means that any water movement is
expected to be gradual and piston like. Thus, our base case
model does not predict water breakthrough during the EPS.
Last but not least, as I have already noted, the EPS is targeting
just 12% of the base case recoverable volume.

Future Drilling

GREATER
WARWICK
AREA

EPS Objectives
1

2

3

Long term production data to
enhance reservoir understanding
and optimise planning for further
development
Commence development of the
resources in a phased manner

Timing
• Will not risk funds before EPS first oil
• Organic cash flow expected to fund
future wells
• Further Greater Lancaster Area
appraisal drilling will benefit from EPS
results – additional lead time

Deliver an acceptable return

GREATER
LANCASTER
AREA

Location
• Appraisal wells may be tied back to
the Aoka Mizu for long‐term
production testing
• Flow assurance may impact length of
tie‐backs
• Warwick exploration well could
convert 935mmboe from prospective
to contingent
• EPS data will determine future
Greater Lancaster Area targets

Note: These considerations are for information only, future guidance on operations is subject to change.

We have always been clear that it is not Hurricane's desire to undertake full
field development. We have also been clear that the reserve potential of our
existing assets is plenty to be getting on with.
The challenge to Hurricane is to obtain meaningful value both for the
resources in Lancaster – and in the other attractive areas we control. Any
future drilling campaign therefore needs to add value by further risk
reduction, but will be bound by the following constraints:
It must not risk the objectives of the EPS, a reminder of which is shown here.
This means that further Lancaster wells are unlikely to be drilled until
sufficient EPS data has been collected and analysed.
It cannot take place sooner than funding will allow or before required data
has been analysed
In terms of location, the major considerations are:
•

Additional wells that could be tied back to the Aoka Mizu are a natural
focus. Their distance may be limited by flow assurance considerations.

•

A Warwick exploration well could deliver an immediate resource
upgrade given the structure is undrilled and connectivity to Lincoln has
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not yet been proved.
•

Long term production (from the EPS) will guide additional
Greater Lancaster Area appraisal/development drilling

Gas Disposal
1

Tie‐in to WOSPS

2

Tie‐in to new pipeline

3

Gas reinjection

2

1

Lancaster

3

Note: These considerations are for information only, future guidance on operations is subject to change; Map Source: Wood Mackenzie

One important consideration in monetising our assets is the ability to
optimise the oil throughput of the FPSO - it has capacity to add additional
wells. However, in order to grow Lancaster well stock, a permanent method
of removing excess associated gas is required.
Currently three probable solutions are being reviewed and evaluated:
1.

Tie into the WOSPS line

2.

Tie into new infrastructure

3.

Gas injection into the crest of the Lancaster field.

The Board is reviewing these options in conjunction with the well options
and will update the market with any decisions or progress at the
appropriate time.
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Summary

2
5

In summary, the Company is in a very strong position:
•

we have the largest undeveloped resource in the UKCS,

•

the Early Production System on the Lancaster field is fully funded to first
production, with start-up anticipated within the next year,

•

we have discovery wells on a further 3 assets, and

•

there are numerous options available for further exploration, appraisal
and development drilling.

Once the EPS is online and generating cash flow, provided it is delivering as
expected, we anticipate being self-sufficient in de-risking our portfolio. We
will also have the means to fund new infrastructure.
The Company has a robust foundation from which to attract a partner or
purchaser that can accelerate the monetisation of our assets. That stated,
successful implementation of the EPS would mean that we will be under no
pressure to accept unfavourable deals. We will be in a position to grow our
reserve base until a suitable monetisation opportunity becomes available.
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