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Good morning,
Since the published preliminary results from last year’s well, Hurricane has been
working with a wide range of industry players to evaluate the implications these
results have to the basement reservoir and our plans for Full Field Development.

My presentation today is intended to convey, that as a result of last year’s well, we
are now planning for a higher productivity reservoir, fewer wells for Field
Development and lower initial capex ahead of first oil.
Part of the planning has included commercial and technical work to accommodate
recent changes in oil price, these considerations have impacted our farm-out
process and our plans for commissioning a revised CPR.
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During this short presentation I intend to summarise the key well results and their
implication for Hurricane’s view of the basement reservoir and well performance.
I will also explain how the well results and our application of new technology have
impacted on Hurricane's plans for Field Development in a low oil price
environment.
I will also provide an update on our farm-out process and our plans for a revised
CPR.
In covering the above subjects my intention is to reinforce the technical and
commercial rationale behind the company’s strategy.
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Hurricane is focused on building a business around the UK’s fractured basement
play.
Our assets are in the West of Shetland, a proven petroleum basin that has
generated prolific volumes of hydrocarbon.

Further to the findings of the Wood Report, the West of Shetland region and
fractured basement have been highlighted as important considerations in the drive
for maximising economic hydrocarbon recovery.

This slides portrays our asset base and asset locations and I draw your attention to
this to underpin the potential of our resource base and to highlight the location of
last year’s horizontal well.
Before I summarise the well results I will show a couple of geological slides to put
the basement reservoir into context.

The Lancaster reservoir looks very much like this photograph of fractured
basement.
The basement is dominated by numerous faults and high angle fractures.
Being able to predict the orientation and distribution of fractures is essential for
well planning as wells need to be oriented perpendicular to the dominant fracture
set.
This cartoon provides a good analogue for last year’s horizontal well drilling
through Lancaster basement.
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The shape and scale of the Lancaster reservoir is also a key consideration and is
well portrayed in this photograph.
The large scale of fractures and faults can be appreciated in context to farms and
houses.

Lancaster is very much like this image, it is a granite hill, a granite hill that is buried
under a kilometre of sediment and a 170m water column.

14

Last year’s horizontal well targeted the crestal area of the buried hill that is
Lancaster.
The well’s location was designed to establish a minimum commercial flow rate of
4,000 bopd.

Here we can see the horizontal well in relation to the various modelled oil down to,
which equates to our contingent resource numbers of 62, 207 and 456 million
barrels recoverable.
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Our conceptual model for the reservoir is of highly fractured basement rock which
is broken up by numerous faults.
The faults are detectable from our 3D seismic data.
{Please Note, additional technical slides relating to the conceptual model, porosity,
static modelling and dynamic data are provided in the appendix to this
presentation slides 40 – 45}
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The objective of last year’s well was to drill perpendicular to the regional fracture
set and target a series of well connected faults. Here we can see the horizontal well
path and the seismically mapped target faults.
So how did we do in reality?
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The well was drilled at an angle through the overburden reaching the Commodore
Sandstone as a horizontal trajectory.
The basement section comprises fractured basement and fault zones. The well
terminated in good quality oil bearing Jurassic sandstone

You will notice there is a very good match between the mapped seismic faults,
shown as blue and grey lineation's and the fault zones identified from drilling data,
in yellow.
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The match between the seismically mapped faults and faults identified from drilling
data helps corroborate Hurricane’s concept of the basement and provides
confidence in using our existing seismic to plan basement development wells.
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In addition to demonstrating the accuracy of our fault map, the horizontal well
confirmed our geological model of the fracture network. Furthermore the average
reservoir fracture porosity and effective fracture porosity ranges assessed from the
horizontal well data are consistent with the CPR.

These observations give Hurricane confidence in its conceptual model of the
reservoir, which describes a fractured reservoir with the potential to be highly
productive.
To demonstrate the productivity of the basement it is, of course, necessary to
undertake well testing.
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This photograph from last year’s well shows an operational well test.
The well test was the key part of the operation that unequivocally demonstrated
the reservoir could deliver at rates exceeding initial expectations.
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The well was tested to evaluate natural flow rates and flow rates that can be
achieved through artificial means, such as electrical submersible pumps, (ESPs).

Whilst the flow rates are impressive it should be understood that they are
constrained by limitations of surface equipment. Limitations are in place for
reasons of safety and protecting the environment.
No formation water was produced during this test.
Perhaps the best measure of the wells success is the PI or productivity index. PI is a
measure of how much pressure the reservoir needs to be reduced by to deliver a
given quantity of oil, the higher the PI the more oil is delivered for a given unit of
pressure. To put Lancaster into context the Saudi Arabian Ghawar Oil field,
arguably the most efficient reservoir in the world, has a reported average PI of 141
(ref).
Our ability to drill the well with minimum damage was a contributory factor to the
high rates. The amount of damage is referred to as skin and estimates of
productivity described in the CPR were constrained by our previous wells having
high skin.
So, for the first time on Lancaster we have been able to demonstrate the
production potential of the undamaged fracture network.
(ref ) http://www.gregcroft.com/ghawar.ivnu
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By using the new well data in conjunction with state of the art Schlumberger
software, Hurricane has been able to model the entire Lancaster field. This is a first
for Hurricane and it allows us to estimate how wells will respond to the reservoir
and determine what kind of production profiles can be expected.

Here we can see a sketch of the reservoir with the horizontal well shown in context
to the 1C, 62 MMboe. This volume is portrayed in the simulation model by the red
contour line. The shape and size of the Lancaster field is well demonstrated by the
simulation model as the red contour encompasses some 14 sq km. The 62 MMboe
1C resource is within this contour and outside the contour is the remaining
potential of a further 394 MMboe contingent resource.
Our current simulation includes all our identified faults and also the properties of
the fractured basement.
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The first pass results from our full field model have been verified by Schlumberger
Reservoir simulation specialists who have been working closely with Hurricane
geoscientists. An example of this is our current Base Case simulation.
Our initial estimates of reservoir performance assumed a 2km well would be
required to generate sustainable commercial flow. Last year’s well confirmed a 1km
well is sufficient.
The production profile from the first pass simulation indicates that production can
be sustained for a material time before going into decline. This plateau response
equates to an extra 12 million barrels of production compared to our pre horizontal
well estimates.
The knock on effect is of fewer wells than previously modelled for a Full Field
Development, which means less subsea infrastructure and therefore lower capex.
I must stress that although these results are extremely encouraging they are
provisional and further work is required to undertake additional simulations and
sensitivity analysis from which a definitive simulation can be delivered for use in
our field development planning.
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So what is the impact of the well and our simulation work, how do we use this new
information to plan for a development of the Lancaster field?
To put the new information into context it is necessary to consider last year’s
preferred way forward to achieve accelerated oil production through an Early
Production System or EPS.
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The Early Production System we envisaged last year was an FPSO tied back to two
horizontal production wells.
Our existing 2014 horizontal well and a new horizontal well plus a subsea pipeline
would be required prior to installing the vessel.
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The current preferred solution for an Early Production System is based on
starting production initially from a tie back to our existing horizontal well.
A second well will be funded from cash flow and will be located with the benefit of
production data gained from the existing horizontal wells performance.

This solution to an Early Production System is simpler, providing savings on capex
and time.

27

Optimising our EPS solution is all about finding the correct balance.
To this end we are working with key service providers to refine the technical
solution. Clearly there is a link between the amount of oil generated from the
initial well and the timing/amount of capex required to facilitate the start up of the
EPS.
Technical challenges are only part of the balancing act and the cost of capital is an
important consideration. Hurricane has investigated capital sources other than the
traditional equity and debt markets and has identified alternate funding
mechanisms for financing the FPSO.
In practical terms we are working to provide a solution to a project with a capex
below 150m USD and a break even oil price of $50 USD/barrel.
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One source of EPS funding is a farm-in partner. Hurricane started its farm-out
process in October 2014 requesting indication of interest by end of year. This has
been successful and we are engaged with a short list of interested parties.
The most significant impact on the process is, of course, the drop in oil price, as
this has meant that there is less available cash for projects and there is also an
associated uncertainty with respect to the forward oil price. This has caused oil
companies to review their acquisition strategy, resulting in either delays in farm-in
engagement or in companies removing themselves from the farm-in market.
However, in contrast to this negative impact of the oil price the specifics of the
Lancaster opportunity have attracted interest from players who see the potential of
the large resource size as providing a buffer against a low oil price environment.
Oil price has not only affected oil producers but also the service sector which has,
and is, undergoing a dramatic re-basing of its costs and rates. Such a potentially
very positive re-basing needs to be factored into Hurricane’s economic model for
the EPS and is also a consideration for potential farminees. Such considerations,
although helpful from a commercial perspective, do add time to the farm-out
process. We believe this additional time will be well spent and lead to what we
hope will be the best possible farm-out for shareholders.
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Added to the global consideration there have been regional factors that have
impacted the industry, For example,

• Devolution
• General Election
• Implementation of the Wood Report which includes specific aspects of interest
to Hurricane, namely:
- Fiscal Review
- Elements of the drive to Maximise Economic Recovery (MER), specifically the
key elements of ;
• Exploration and infrastructure West of Shetland
• Support for New plays including fractured basement
• Encouraging operators to share infrastructure
• Reorganisation of DECC and the formation of a new Oil and Gas Authority
• Formation of the Competent Authority (DECC and HSE)
These uncertainties have in turn impacted on the decision making of oil companies
with a UK base or UK focused strategy. The impact of such uncertainties is a
compounding delay on concluding UK based farm-out opportunities. Having now
navigated both the Scottish referendum on independence and the General
Election, we hope some of the prospective concerns potential farminees might
have had will have diminished significantly.
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Despite the constraints in undertaking a farm-out in todays market I am pleased to
confirm that the Lancaster farm-out process is still ongoing.
Whilst we recognise that lack of news flow on this matter is frustrating to investors
the reality is that until we conclude the process we are unable to make any
disclosures. This situation is simply a matter of confidentiality agreements and the
requirement to protect negotiations and participants.
Our focus is entirely on protecting our shareholders’ interests and achieving the
best possible deal for them.
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The EPS concept and ongoing plans for its execution clearly indicate that additional
Lancaster drilling is expected to continue as part of the EPS, and funded by EPS
revenue.
New drilling will be targeted to provide additional production support to the
existing horizontal well. However one of the exciting attributes of Lancaster is its
upside potential which is poorly constrained. It is clear that prior to the sanction of
a Full Field Development it will be necessary to reduce the uncertainty on this
upside.
To this end additional drilling at Lancaster will be designed to:
a) Reduce uncertainty on the resource range to better evaluate how much upside
oil is in the ground
b) Establish drainage areas of wells and thus improve our understanding of
recoverable oil and thereby Lancaster’s reserve potential
c) Place production wells ahead of the Full Field Development to help accelerate
increased production rates beyond the EPS solution
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Last year’s well results underpin the company’s strategy of focusing on the UK’s
under exploited Fractured Basement Play.
Our near term objective is to accelerate the development of the Lancaster field.
We believe that this acceleration can be achieved through an Early Production
System which will provide:
a) Early production and revenue
b) Further de-risking of our other basement assets

c) The first phase of a hub development for our other assets.
To achieve our development vision Hurricane is working to attract a development
partner to provide operational expertise and financial resources to the Lancaster
project.
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Exploration and appraisal of our Whirlwind and Lincoln assets will be linked to the
EPS and subsequent phase of Full Field Development.
Hurricane’s exploration strategy remains focused on unlocking basement potential
through;
Maintaining high equity in Hurricane operated exploration and appraisal
wells
Evaluating non operated opportunities where Hurricane can bring value
through its basement expertise
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I will now hand back to John so that we can proceed with the resolutions.
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Hurricanes conceptual model for the basement is of a well connected hydrodynamic
fracture network. The key components of which include seismically defined faults
(and their associated fault zones), regional joints, cross joints and shear fractures
Seismically defined faults have been identified from 3D seismic using a combination
of manual interpretation and coherency analysis. Where wells have penetrated
seismically defined faults the fault presence has been corroborated by a combination
of VSP, wireline, LWD and drilling data. Faults are associated with highly fractured
fault zones which are on average 40m in width as determined from the interpretation
of drilling, LWD and wireline data.
Regional joints have been identified from wireline and LWD image log data and are
near vertical (over 60°). The regional joints have a NE-SW orientation.
Cross joints have been identified from wireline and LWD image log data and have a
dip inclination less than 60° and a variable strike azimuth. The cross joints can be near
vertical if their strike direction is not NE-SW.
Shear fractures are fractures identified from wireline and LWD image log data where
and have a variable dip inclination and strike azimuth. Shear fractures are distinct
from joints in that they are associated with identifiable offset. Locally shear fractures
indicate the potential for upside associated with improved reservoir quality and
fracture connectivity associated with sub seismic faults.
For the purposes of static modelling the reservoir is divided into two facies, Fractured
Basement and Fault Zones.
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Hurricane’s static modelling process can be summarised as the three underlying
steps.

1. Faults are modelled as vertical. Evidence for this interpretation has been
obtained from correlating breaks in the basement surface reflector with faults
identified in well penetrations. In addition dip angle information has been
obtained from VSP and image log analysis, the combination of which indicates
that seismically identified faults are vertical or near vertical.
2. Distance to fault property is a geometrical process in Petrel that calculates how
far the centre of each cell is from the nearest fault
3. Cells within 20m of a fault are assigned to the Fault Zone facies (20m either
side of each fault = 40m wide Fault Zones). Cells outside this distance are
assigned to the Fractured Basement facies. This is the Base Case facies model,
based on the average Fault Zone widths observed both in the field (Isle of Lewis
outcrop analogue) and interpreted from image log data of Lancaster wells.
Modelling the reservoir in this way allows various scenarios to be created,
varying the Fault Zone widths probabilistically within the modelling software.
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Porosity distribution based on LWD measured density and neutron.
An average basement porosity of 4.3% is calculated based on a Bateman-Konen
analysis constrained by laboratory measured grain densities from sidewall cores
obtained from 205/21a-4z. Calculated porosity ranges for the basement are
consistent with those reported in the CPR.
Jurassic Sandstone, a calcarenite, was encountered at the toe of the horizontal
section. The sandstone is oil saturated and has an average porosity of 18%
calculated from Bateman-Konen analysis, using a grain density of 2.7 g/cc. Grain
density is unconstrained by core data and is based on thin section evaluation of
cuttings description and interpretation of the available LWD data.
Hurricane’s current technical assessment concludes that the porous and oil bearing
characteristics of the Jurassic Sandstone do not impact negatively on Lancaster
volumetrics. Work is ongoing to quantify additional upside associated with this
sedimentary package.
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The ESP was used for well clean up and for the first main flowing period.
A drawdown of 70 psi was required to achieve a stabilised flow of 9,800 bopd.
The flow was constrained by surface equipment as the entire well test package had
been rated for 10,000 bopd, and specifically for the main flow, flare boom length was
a limiting factor.
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The natural flowing period was performed subsequent to the ESP main flow.
The stepping increase in flow was due to the choke size being gradually increased.
The largest choke size (52/64”) applied during the natural flow was constrained by
flow conditions in the separator. A further increase in choke size would have drawn
the reservoir down such that critical flow conditions would be reached in the
separator – so, as in the case of the main ESP flow, the natural flow was
constrained by the surface equipment, not by the reservoir.
The natural flowing period exhibited extremely stable flow and pressure
throughout, demonstrating exceptional performance from this well. The shut-in
was clean and the pressure response immediate, providing excellent data for
interpretation.
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The full field INTERSECT simulation model has been used to achieve a match to the
observed bottom hole pressure (BHP) data of the 205/21a-6 well test.
Hurricane have run a number of scenarios and the plots presented here are
considered the Base Case, consistent with the CPR Base Case assumptions that drive
the 2C Contingent Resource of the Lancaster Field.
Although there are caveats associated with this preliminary work, Hurricane and
Schlumberger have concluded that the production potential of the Lancaster
reservoir exceeds the assumptions in the CPR, which were based on 205/21a-4 and
205/21a-4Z, both of which suffered from significant skin. The combination of new
data from the horizontal well and the ability to utilise it in a full field model using
INTERSECT has led to the modelled improvement in predicted Base Case production,
as shown in the right hand graph.
This graph forecasts production from the 205/21a-6 well over 20 years – note that
this models a single well within the entire field, and additional wells added to the
model will affect the full field production profile. Instead of the immediate decline
modelled for the CPR from a 10,000 bopd starting point, the low drawdown enables
production to plateau at 10,000 bopd for eight years, before dropping off plateau
once the BHP reaches bubble point.
More scenarios are being modelled by Hurricane, but the initial results from this
simulation work indicate significant upside potential associated with well delivery.
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