Good morning ladies and gentlemen, it is now 11:08am and I propose that we start the
meeting.
I confirm that we are quorate and I am pleased to welcome you to Hurricane Energy’s
2017 Annual General Meeting. I am Dr. Robert Arnott, Chairman of Hurricane and joining
me this morning are all the members of the Board.
First, my non-executive colleagues Dr David Jenkins, John van der Welle and Leonard
Tao who stands in as alternate for Roy Kelly who sends his apologies.
Also of course we have our executive directors, our CEO, Dr. Robert Trice, our COO Neil
Platt and our CFO, Alistair Stobie.
The order of events for this morning is as follows:
First, I shall make a short statement.
Following that, Dr Robert Trice will deliver the CEO’s report.
I will then invite questions on both the presentation made by Dr Trice as well as on the
any of the resolutions that were sent to you for consideration in my letter dated 5 May.
Additional copies of these are available in the room this morning.
We shall then attend to today's resolutions one by one, which will be voted on by way of
a poll. The Registrars will have given each of you a poll card and I will provide you with
voting instructions at the end of the meeting. Once you have voted there will be a short
delay while the Registrars determine the poll results. I invite you to use that opportunity
to talk informally with your directors and other members of the Hurricane team and

advisors here today.
2016 was a good year for Hurricane. The foundation of our success was the
result of the Pilot Well drilled on Lancaster which demonstrated a deep oil
column below local structural closure. The Pilot Well was followed by the
successful Horizontal Sidetrack Well which demonstrated that the reservoir
of Lancaster field is highly productive.
Because of the success of the Pilot Well, we applied for the Halifax Licence
in an out of round application and successfully accessed the capital markets
in November 2016, raising £74.4 million in a significantly oversubscribed
offering to fund two further exploration wells and to invest in front end
engineering design studies for the Lancaster Early Production System,
known as the EPS.
The success of the Lincoln and Halifax wells highlighted the potential scale
of the discovered resource and the EPS is a vital element to optimise the
Full Field Development of the Greater Lancaster Area, Greater Warwick
Area and Whirlwind.
The purpose of the Early Production System is to generate revenue while
gathering reservoir performance data to be able to produce an optimal plan
for the full field development on our Rona Ridge licenses. In this respect,
we continue to target final investment decision in mid-2017, with first oil
targeted for H1 2019.
Hurricane is now in a phase of transition. In the past few years, all efforts
have been focused on exploring, appraising and proving up the fractured
basement model. This phase is now broadly complete for the Lancaster
Field and a significant resource base has been discovered. We are now
moving into a phase where efforts need to turn to realising the value of the
discovered resources. In the near term, our focus will be on funding and
delivering the Early Production System.
In May 2017, we issued warrants over 25,000,000 ordinary shares to Stifel
to preserve flexibility around both the timing of, and the optimal structure
for, the funding package required for the Early Production System. These
warrants have been fully exercised and raised net proceeds of £12,735,177.
We continue to progress our funding discussions with the aim of securing
the best risk-adjusted returns to shareholders. To this end, we reopened our
data room to a limited number of oil companies that have the requisite
development credentials to take the Rona Ridge project on to full field
development.

The success of the exploration effort over the past year has been reflected
in our share price and Hurricane has been one of the best performers in the
sector. The recent weakness was probably caused by a combination of the
weakness in the crude oil price, the reception to the warrant issue and
concerns over future funding.

As it stands today we are now one of the largest pure E&P companies listed in London
and, with this comes increased scrutiny and responsibility.
I know many shareholders have concerns on to two issues, namely executive
remuneration and the Value Creation Plan.
On executive remuneration, I have already explained that 2016 was a good year and the
team have been rewarded for their efforts which have translated into a 5-fold increase in
our share price. The reward was also supplemented by the payment of the 2014 deferred
bonus shares which it had not been possible to pay at that time due to successive closed
periods. It should also be noted that the executive and most staff invested their 2016
bonuses directly into the Value Creation Plan.
It is not my intention here to go into detail on the Value Creation Plan. Suffice it to say
that the intention was to align the interests of shareholders and the executives over the
long term having had some consultation with major shareholders. If underlying
performance translates into superior share price performance and, in addition, if certain
challenging operational and financial targets are met, then both shareholders and
management will be rewarded. However, if these are not met then the scheme will not
generate a return. Further, management are not protected against future equity dilution
and are not incentivised to prefer one form of funding over another.
At the end of my first year as Chairman there are several people and organisations that I
would like to thank on behalf of the Company. Collaboration with Transocean, Petrofac,
Bluewater and TechnipFMC has enabled the Company to achieve the results I have set-

out earlier. We must also thank the Regulators at the Oil and Gas Authority,
HSE and BEIS who have all supported the Company throughout the period.
Finally, I should like to thank the board and staff of Hurricane; to have
drilled safely for 265 days West of Shetlands whilst planning for the Early
Production System has been a remarkable achievement.
Finally, the Board is encouraged about the prospects for your company
against a depressed industry background. We are moving from a period of
successful exploration to one where the company needs to focus all its
efforts on demonstrating the value of the discovered resources. We will be
working with our advisors to ensure that an optimal path to monetisation
can be realised.
I will now ask Robert to make his presentation to you.

Since our drilling in 2009/10 we have progressed Lancaster through the
exploration phase to proof of concept with the 2014 horizontal well that
produced a maximum flow rate of 9,800 stb/d.
Last year, we further de-risked the Lancaster Field by drilling a deep pilot
hole and a second horizontal production wells. Both wells demonstrated
material productivity with the pilot well flowing at 11,000 stb/ and the
horizontal well producing at over 15,000 stb/d.

Last year’s Lancaster drilling campaign took advantage of a low operational
cost base and was successful in achieving two key objectives:
1) Confirming the Company’s interpretation of an extensive oil column at
Lancaster
2) Confirming the productivity potential of the reservoir and thus completing
the well stock for the EPS

The Lancaster drilling success is demonstrable by the new Lancaster Field
CPR which supports the Company’s view of an extensive Lancaster oil
column, within a highly productive reservoir and has resulted in a resource
increase of over 160%.
By referring to the technical best case resources we can appreciate that the
CPR assigns reserves to Lancaster. However, it must be noted that the
designation of reserves assumes regulatory approval and project sanction of
the EPS.
The 2P reserves are 37 million barrels for the two well EPS over 6 years of
production and this would increase to 62 million barrels for ten years
production. However, these reserves represent only the tip of the iceberg
given the total 2P reserves + 2C contingent resources of 523 million barrels,
giving Hurricane an enviable Best Technical case resource estimate of over
half a billion barrels.

Capitalising on the Lancaster well results, the Company raised funds and
extended its rig contract to drill Lincoln. Lincoln is in an adjacent block to
Lancaster.
The Company’s exploration model was to test for deep oil identified from the
previous drilled Arco well which encountered basement oil in 1975.
The Lincoln well encountered a 660m hydrocarbon column, in highly
fractured and demonstrably porous and permeable fractured basement
making Lincoln Hurricanes third basement discovery.

The Company believes that the depth of oil encountered at Lincoln indicates
that:
a) Lincoln and the yet to be drilled Warwick prospect are a single
hydrocarbon accumulation termed the Greater Warwick area or GWA.
b) Lancaster and Lincoln are separate hydrocarbon accumulations. The
boundary between Lancaster and the GWA is the Brynhild Fault.
A significant amount of technical material was collected during Lincoln
drilling and this data is being interpreted ahead of a new CPR in which
Lincoln and potentially Warwick resource estimates will be provided.

Hurricane’s fourth well in its 2016/17 campaign was the Halifax well. Halifax is located
along the Rona Ridge some 30 km distant from Lancaster. The Company believes that
Lancaster and Halifax are part of a single hydrocarbon accumulation termed the Greater
Lancaster Area or the GLA. The GLA is confined by the Brynhild fault and the Westray
fault. The Company believes that both of these features are reservoir seals and therefore
provide the lateral trapping mechanism to a GLA hydrocarbon accumulation.
Halifax is a discovery encountering porous and fractured oil bearing reservoir with a
hydrocarbon height in excess of 1km.
Despite this exploration, success there where challenges in achieving a successful Drill
Stem Test which the Company attributes to formation damage.
The positive reservoir information acquired during the Halifax operation has led the
Company to suspend the Halifax well to provide the opportunity for a future re-entry
during which additional testing and or deepening could be undertaken.
The Halifax well results will be assessed as part of the planned CPR which will also
include Lincoln, Warwick and Whirlwind.

•

2016/17 Drilling campaign completed on budget

•

Lancaster operations successfully de-risked the Lancaster field resource
ahead of FID resulting in a substantial uplift in resource volumes, assignment
of reserves and the realization of the well stock required for the EPS.

•

Lincoln resulted in a discovery which the Company believes supports Lincoln
and Warwick being a single hydrocarbon accumulation (GWA) which, if
proven to be productive, could prove to be a larger resource than the
Lancaster field.

•

The Halifax data evaluated so far give the Company confidence that the
encountered hydrocarbon is associated with a permeable fracture network.
This interpretation is expected to be supported through an optimally planned
re-entry and further formation evaluation.

•

The 205/21a-7 and Halifax well results support the Company’s view that the
Greater Lancaster Area “GLA” represents a significant and continuous
hydrocarbon accumulation and is progressing its analysis, planning and
commercial efforts with the objective of confirming this interpretation.

Ongoing subsurface work includes the integrated data evaluation of Halifax
and Lincoln, and further seismic mapping ahead of a revised CPR.
Work on Lancaster continues including simulation modelling, seismic
mapping, particularly over the west of the field, and ongoing work to support
the EPS.
Once the analysis of the new well results and revised interpretation of
Lancaster has been completed, the Company will focus on review of
Halifax, with respect to developing a re-entry programme.

The culmination of Lancaster drilling and testing has given the Company
justifiable confidence in proceeding with the first phase of a Lancaster field
development or early production system. The plan has first oil targeted for
H1 2019, based on FID in mid 2017.
There are some key technical milestones that have been achieved and need
to be achieved to meet our first oil target. These targets include:
1) Procurement and fabrication of long lead items
2) FPSO arrival in conversion yard
3) Delivery of buoy and mooring system
4) Subsea equipment installation and well completions
And finally FPSO arrival at the Lancaster Field.

Long lead items include the Xmas trees and controls that are attached to the
well head assembly.
An example Xmas tree can be seen with a traffic cone for scale (this is not
Hurricane’s equipment).
Hurricane’s Xmas trees have been on the production line since December
2016 and their progress can be appreciated by the photograph of a new
Xmas tree component.

The FPSO is scheduled to arrive in the conversion yard during Q4 of this
year. In the yard it will undergo modifications that will provide the vessel the
capability of remaining for ten years at Lancaster without the requirement to
return to dock for repairs.

Manufacturing of the buoy will commence August of this year. As you can
appreciate from this slide, the combined turret and buoy are together a very
tall piece of equipment, approximately the height of 11 London double
decker busses. The buoy is individually very large, weighing in at 1,000
tonnes. It is moored to the sea bed and acts as a gathering station for the
umbilicals and pipelines that are attached to the two horizontal production
wells. The FPSO is attached to the stationary buoy at the turret and is free
to rotate around the buoy in response to local marine conditions.

2018 will also see a significant amount of vessel traffic at Lancaster with the
completion of wells and the installation of subsea equipment. The Company
is currently undertaking a seabed survey at the proposed FPSO location to
ensure the timely and optimal deployment of next year’s installations.

We anticipate the arrival of the Aoka Mizu at the Lancaster field between Q3
2018 and Q2 2019. Its arrival is scheduled to take advantage of spring and
summer weather, however the FPSO only requires a short weather window
to be able to connect to the buoy. Once connected, first oil should follow
shortly thereafter in H1 2019.

The EPS will require funds additional to those that the Company has
already committed in its progression of long lead items and project
management. Hurricane is in discussions regarding elements of the EPS
funding and is currently considering the optimal combination of its options.
No decision has yet been taken on the structure and timing of funding. The
Company will provide a further update on the progress with the EPS and the
associated funding as soon as possible.

The EPS will require additional staff and contractors and consequently
Hurricane has grown and will continue to grow. Our resourcing levels are
currently sufficient for the Company to deliver a final investment decision
and this resource includes staff, core contractors and over 100
subcontractors.
Once the final investment decision has been made, the Company will take
on new staff and contractors to accommodate the new skills required for
Field Operatorship of the EPS. This process has already commenced and
key personnel have already been identified.
The Company is working towards attracting a farm-in partner that will
ultimately take on the role of field operator ahead of the Lancaster full field
development. The successful attraction of a farm-in partner will require
additional geoscience staff for future activity.
The Company’s ability to attract and retain specialist and high quality staff is
underpinned by the Company’s ability to provide a competitive remuneration
package.

The Company has demonstrated material success with the drill bit and has a clear plan to take
Lancaster to first oil, however what of the Company long term vision? Hurricane’s long term
vision is very much focused on the Rona Ridge Basement Play and the optimisation of its assets
associated with this play.
Optimisation can be achieved by shortening timelines to a material uplift in asset value. This can
be achieved through further de-risking of the basement play by a combination of:
•
Progressing the Lancaster EPS and further appraisal of other assets
•
Attracting an industry partner
•
Demonstrating, through production, the value of Hurricane’s resource base
The benefits of an industry partner are accelerating Lancaster to full field development and the
provision of capital for appraisal drilling to confirm the:
•
Commerciality of Lincoln/Warwick (GWA)
•
Commerciality of Halifax and therefore the extent of the GLA
•
Commerciality of Whirlwind
Hurricane’s assets have attracted a significant level of interest from industry players that have
the technical and financial means to take Lancaster to full field development and further exploit
the Rona Ridge Basement Play. The Company opened its data room to interested parties earlier
in the year and with the advent of the Halifax discovery and the publication of the CPR has seen
this interest strengthened with new companies entering the data room.

To summarize:
In 2016/2017 the Company delivered a highly successful drilling campaign:
•

Lancaster Pilot & sidetrack materially derisked the Lancaster field development,
adding significant resources to the Company’s portfolio

•

Lincoln and Halifax discoveries further support the Company’s belief in the Rona
Ridge basement play

EPS targeted for first oil in H1 2019
Hurricane is in discussions regarding elements of the EPS funding and is currently
considering the optimal combination of its options. No decision has yet been taken on the
structure and timing of funding. The Company will provide a further update on the
progress with the EPS and the associated funding as soon as possible.
The industry that has taken a severe set back over the past year as a result of falling oil
price and associated lack of investor confidence. Hurricane’s plans for its EPS have
benefited from a rebased industry cost base and the willingness of the service sector to
engage in flexible and creative contracting strategies. The EPS is robust against a sub
$40/bbl oil price and offer as low risk opportunity for investment in the Company or its
assets. Hurricane’s Rona Ridge assets are located in shallow water within a region
acknowledged as a growth area for the UK oil and gas industry. As a consequence,
management believe Hurricane is competitively placed to take advantage of today’s oil
and financial industry environment, and thereby grow the Company and realize a

substantial return to our shareholders.
I will now hand back to Rob Arnott who will facilitate voting of the
resolutions.

