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SIGNIFICANT EVENTS 
 
 
 
July 2005  
• Oversubscribed rights issue at £3.25 per share to raise £5.4 million.   
 
 
October 2005  
• Acquired 31.5% interest in Block Marine IX offshore Congo (Brazzaville). 
• Announcement of Ophir's successful bid for Block R offshore Equatorial Guinea. 
• Signature of the Block 1 Production Sharing Agreement ("PSA") in Tanzania.   
• Acquired 75% shareholding in Rova Energy Corporation Limited (Somaliland). 
 
 
December 2005 
• Acquired 2D seismic survey Block 1 offshore Tanzania. 
 
 
March 2006 
• Issue of c. 3.275 million shares at £8.00 to raise £26.2 million. 
• Signature of four (4) Production Sharing Contracts ("PSCs") in the Saharawi Arab Democratic Republic. 
• Signature of the Block 3 PSC in the Nigeria - São Tomé/Principe Joint Development Zone. 
 
 
April 2006  
• Government ratification of Block R PSC offshore Equatorial Guinea. 
 
 
May 2006  
• Issue of convertible bond to raise £38.2 million. 
• Issue of c. 4.9 million shares at £9.20 to raise £45 million. 
• Signature of agreement, subject to due diligence, to acquire producing oil and gas field in Kazakhstan. 
 
 
June 2006  
• Signature of PSAs over Blocks 3 and 4 offshore Tanzania. 
 
 
August 2006 
• Commenced 2D seismic survey Blocks 3 and 4 offshore Tanzania. 
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COMPANY PROFILE 
 
Ophir Energy Company Limited ("Ophir" or "the Company") is a privately owned oil and gas company with an 
extensive exploration portfolio in Africa.  The Company has significant African ownership and enjoys a strategic 
relationship with its largest shareholder, Mvelaphanda Holdings (Proprietary) Limited ("Mvelaphanda"), one of 
South Africa’s pre-eminent Black Economic Empowerment investment groups.  Mr Tokyo Sexwale, Chairman of 
Mvelaphanda, is also Non Executive Chairman of the Company.  Ophir’s executive team of Dr Alan Stein and Mr 
Jonathan Taylor, together with one of Ophir's Non Executive Directors - Dr Peter Dolan, were previously the 
founders and executives of Fusion Oil & Gas plc which was listed on the Alternative Investment Market ("AIM") in 
September 2000.   
 
Ophir was founded in February 2004 and has built a strong portfolio of exploration projects in Equatorial Guinea, 
Gabon, Congo (Brazzaville), the Nigeria-São Tomé/Principe Joint Development Zone, South Africa, Tanzania, 
Somaliland and Saharawi Arab Democratic Republic ("SADR").   
 
In terms of net exploration acreage, Ophir is now one of the largest deepwater acreage holders in Africa with 
many of these license interests in the highly prolific Gulf of Guinea - a region which holds more than 80% of sub-
Saharan Africa’s oil and gas reserves. 
 
The Company is now actively seeking to balance its portfolio through the acquisition of interests in producing or 
near-producing assets.  In addition to a number of projects in Africa, the Company is also evaluating 
opportunities in the Middle East, Kazakhstan and Russia. 
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CHAIRMAN’S REPORT  
 
Dear Shareholder 
 
It gives me great pleasure to report on another successful year for our Company.  During the reporting period we 
have: 
 
• Expanded and diversified our portfolio; 
• Introduced institutional investors to our share register; and 
• Welcomed new additions to the management team. 

 
In the past 12 months our portfolio has doubled in size to in excess of 160,000 square kilometres which has 
further cemented our position as one of the leading and largest deepwater acreage holders in Africa.  I would be 
among the first, however, to point out that size alone is not an adequate measure of the worth of an oil and gas 
portfolio.  To provide investors with a more demonstrable measure of value your Board commissioned an 
independent review of the portfolio towards the end of 2005.   
 
The results of that independent review were sufficiently robust to support the successful efforts of your 
management and advisors in raising over £110 million in working capital in the first half of 2006.  Some of the 
funds came from existing shareholders, however the majority has come from new institutional investors whose 
presence on the share register represents a significant developmental milestone for our Company.  This is a sign 
of confidence. 
 
Our exploration portfolio has been enhanced by the acquisition of interests offshore SADR and Tanzania.  In 
Tanzania, having acquired Block 1 in October 2005, we were fortunate to secure early access to a seismic 
vessel that was already in the area.  Within a few weeks of signing the contract Ophir was able to fulfil its initial 
investment obligations.  The results of that survey were sufficiently encouraging to cause us to seek more 
acreage and it gave me particular pleasure to attend a ceremony in Dar es Salaam in June to sign Production 
Sharing Contracts over Blocks 3 and 4.  Once again we have been fortunate in that a seismic vessel was 
available within a few weeks of signing and so as I write we are acquiring valuable seismic data over these 
exciting new areas. 
 
Your Company has received serious and credible expressions of interest from several international oil companies 
wishing to acquire farm-in interests in various of our projects.  Building strong partnerships has always been part 
of Ophir’s strategy to enhance operational capability and discussions with interested parties are ongoing. 
 
Your Board has given your management team a broad mandate to seek appropriate new ventures.  Further 
growth in the exploration portfolio is envisaged, however as contemplated by last year’s report, the new ventures 
focus has been directed towards the acquisition of producing or near-producing assets.  In May, your Company 
entered into an agreement, subject to due diligence, to buy a producing oil and gas field in Kazakhstan with 
substantial undeveloped reserves.  It would be inappropriate to comment further on these activities while due 
diligence is underway.  However, I would like to note that this is just one of several such projects currently being 
pursued in both Kazakhstan and within Africa.  I shall report on these transactions as and when appropriate. 
 
We have progressed some way down the path towards establishing Ophir as a significant exploration and 
production company.  In the expectation of making further progress towards this objective, your management has 
had preliminary discussions with major investment banks regarding the likely appetite of capital markets should 
the Company seek a listing of its shares on a public stock exchange.  These discussions have given your Board 
cause for cautious optimism such that, should conditions remain favourable, access to international capital 
markets via a public listing would enable your Company to maintain its aggressive growth strategy and would 
also provide shareholders with a liquid market for their shares.  This is a matter at the forefront of our minds over 
the coming year. 
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While there can be no argument that this period of sustained high oil prices has had a positive impact on the 
financial performance of the oil and gas sector as a whole, it is becoming increasingly apparent that the industry 
is severely challenged by a shortage of skilled personnel and equipment, particularly drilling rigs.  As 
shareholders we have been particularly fortunate that the founding core of our management team have worked 
together over many years and have particular experience in Africa and elsewhere.  We have been equally 
fortunate that your Company has been successful in attracting highly talented and motivated individuals to 
augment that team.  The results of their dedication and hard work will become evident to you in reading this 
report and on behalf of all shareholders I would like to record my gratitude to them.   
 
As ever, at the core of any successful company are supportive shareholders and the Board is appreciative of the 
ongoing support that Ophir receives both directly and indirectly in conducting its business. 
 
 
 
 
 
 
 
Tokyo Sexwale 
Chairman 
30 August 2006 
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OPERATIONS REPORT 
 
Ophir aspires to be a leading independent global African energy company.  Whilst Ophir's assets are currently all 
in Africa it is significant to note that Ophir is an African energy company with global ambitions, rather than just 
another energy company operating in Africa.   
  
Ophir’s experienced management and staff have previously been involved in a series of major discoveries in 
Africa and have a proven ability to add value to projects through the innovative application of geoscience and 
commercial deal making.   
 
Previously, as founders and management of AIM-listed Fusion Oil & Gas plc, the Ophir executive team of 
Dr Alan Stein and Mr Jonathan Taylor, together with 
Non Executive Director Dr Peter Dolan, were involved 
in significant discoveries offshore Mauritania and had 
interests in six (6) other West African countries.  The 
Company therefore enjoys a continuity of existing 
relationships and experience in Africa that has been 
further enhanced by additional management 
appointments and through its strategic relationship with 
Mvelaphanda, one of South Africa’s largest industrial 
and resources groups.   
 
Under the strategic relationship arrangement, Ophir 
acquired Mvelaphanda’s existing oil and gas assets 
and Mvelaphanda agreed to work exclusively with 
Ophir on upstream oil and gas projects worldwide.  Mr 
Tokyo Sexwale, Chairman of Mvelaphanda, is also 
Non Executive Chairman of the Company and 
Mvelaphanda is the Company’s largest shareholder.   
 
Because of the experience and background of its 
management and principal shareholders, the Directors 
are of the opinion that the Company enjoys a 
competitive advantage in securing attractive projects 
across the African continent.  Since formation in 2004, the Company has been able to acquire an extensive 
exploration portfolio including a core of prospective interests in the deepwaters of the Gulf of Guinea - where 
there is considerable competition for acreage. These interests, in the opinion of the Directors and Management, 
have a high probability of exploration success and will be of interest to the growing number of groups competing 
for opportunities in Africa.   
 
Despite this focus upon Africa, Ophir has a mandate to expand its portfolio by the inclusion of projects of merit, 
irrespective of geographical location, and has evaluated, and continues to evaluate, projects in the Middle East, 
Kazakhstan and Russia. 
 
The Company is currently evaluating opportunities to acquire producing or near-producing assets which would 
complement its exploration portfolio.  There is a limited market or trade in high quality producing assets in Africa 
and it is the opinion of the Directors and Management that such assets generally trade at a premium to global 
market rates.  As a consequence, although the focus of the Company remains very much upon Africa, the search 
for producing or near-producing assets has focussed, in particular, on Kazakhstan. 
 
In terms of net area of exploration acreage Ophir is now one of the largest deepwater acreage holders in Africa 
with many of these license interests in the highly prolific Gulf of Guinea - a region which holds more than 80% of 
Sub-Saharan Africa’s oil and gas reserves 

Data derived from IHS Probe database in July 2006.
Excludes reconnaissance licenses and offshore Western Sahara.
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Ophir has an interest in 17 exploration projects in nine (9) countries in Africa (refer figure below) that cover a 
combined area in excess of 160,000 square kilometres. 
 

Gabon x 4
Operator

JDZ x 1
Non-Operator

Tanzania x 3
Operator

Equatorial Guinea x 1
Operator

SADR x 4
Operator

Congo (Brazzaville) x 1
Non-Operator

Somaliland x 1
Operator

South Africa x 2
Non-Operator

Gabon x 4
Operator

JDZ x 1
Non-Operator

Tanzania x 3
Operator

Equatorial Guinea x 1
Operator

SADR x 4
Operator

Congo (Brazzaville) x 1
Non-Operator

Somaliland x 1
Operator

South Africa x 2
Non-Operator

 
 

The status of each of these projects is summarised in the table below. 
COUNTRY ASSET EQUITY (%) AREA (KM2) STATUS 

Equatorial Guinea Block R 80 2,681 Awarded 
Gabon Mbeli 100 3,384 Awarded 
Gabon Ntsina 100 3,299 Awarded 
Gabon Manga 100 3,455  Awarded 
Gabon Gnondo 100 2,574 Awarded 
Congo (Brazzaville) Marine IX 31.5 1,044  Awarded 
Nigeria - São Tomé/Principe JDZ Block 3 *4 666 Awarded 
South Africa 2A **10 12,175 Awarded 
South Africa 2C **10 9,320 Awarded 
Tanzania Block 1 100 13,270 Awarded 
Tanzania Block 3 100 10,790 Awarded, pending ratification 
Tanzania Block 4 100 10,190 Awarded, pending ratification 
Somaliland (primarily onshore) Berbera 75 14,306 Awarded 
SADR Daora 50 17,540 Awarded pending resolution 
SADR Haouza 50 17,277 Awarded pending resolution 
SADR Mahbes 50 16,338 Awarded pending resolution 
SADR Mijek 50 23,172 Awarded pending resolution 
*subject to exercise of option over 2% 
**back-in right 
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EQUATORIAL GUINEA 
 

OVERVIEW 
 
The PSC for Block R offshore Bioko Island that was signed between the Ministry of Mines, Industry & Energy, the 
National Oil Company of Equatorial Guinea ("GEPetrol") and Ophir, was ratified by the Government of Equatorial 
Guinea on 19 April 2006.   
 
Block R lies within the highly prospective deep waters of the Niger Delta in an area characterised by 
compressional toe-thrusts and multiple reservoir fairways.  There have been a number of significant fields found 
in the permits adjacent to Block R and competition to acquire prospective deepwater acreage in this area is 
generally strong.  Nearby discoveries include Akpo (600 MMbbl of condensate and 1.2 TCF of gas), Usan/Ukot 
(600 MMbbl of oil and 250 Bcf of gas) and Zafiro (1,200 MMbbl of oil and 500 Bcf of gas).  The Chinese National 
Oil Company ("CNOOC") recently acquired a 45% interest in the Akpo Field for US$2.268 billion*.  Earlier this 
year the Chevron-led consortium in Block 1 of the Nigeria - São Tomé/Principe Joint Development Zone made an 
oil and gas discovery with the Obo-1 well some 60km to the west south-west of Block R.  Although no detailed 
information concerning potential reserves or volumes in-place have been released the discovery provides further 
encouragement concerning the presence of an active petroleum system in Block R. 
 
Based on a preliminary evaluation of the available 3D seismic data a portfolio of six (6) prospective features have 
been identified with a gross un-risked prospective resource in excess of 2.5 Bbbl.  By definition, prospective 
resources are those that it is estimated may be potentially recoverable from as yet un-drilled prospects.  While 
there is no certainty of finding hydrocarbons in this block the prospectivity is considered to be good with analogue 
support from nearby discoveries and the presence of various anomalies on the seismic data which may be 
indicative of the presence of 
hydrocarbons.  A more 
thorough evaluation of the 
petroleum geology of Block 
R is now underway.  A 3D 
seismic survey acquired by 
Total in the late 1990s 
covers the most prospective 
part of the Block.  These 
data are currently being 
reprocessed to enable the 
Company to take advantage 
of recent advances in fluid 
and lithology prediction 
technology.  It is expected 
that a drill-ready prospect 
inventory will be completed 
by mid-2007. 
 
LICENCE DETAILS 
Licence Name Block R 
Basin Niger Delta 
Gross Area 2,681 square kilometres 

Water Depth 1,300 to 2,600m 
Operator Ophir 
Ophir Equity 80% 
 
*Plus an adjustment of US$424 million for expenses in the period prior to closing.
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DHI Flatspot?

DHI Flatspot?

DHI Flatspot?

DHI Flatspot?

 
 

There are numerous examples of seismic attributes on the Block R 3D seismic data that might indicate the presence of hydrocarbons.  
This example of a spatial stack shows seismic "flat spots" which may be caused by the reflection of seismic energy from a contact 

between different fluid types.  In the case of hydrocarbon contacts the reflection can be caused by gas and/or oil on water or gas on oil. 
"DHI" = Direct Hydrocarbon Indicator. 

Thrust structures in Block R, seen here in a 
three dimensional perspective view, have been 

caused by downslope slippage of sediments 
deposited by the Niger River.  This is a 

common trapping style in the deepwater Niger 
Delta. 
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Shallow gas anomaly with 
fit to structure.

Meander belts delineated using 
spectral decomposition.

Opacity Cube highlighting 
shallow gas anomaly.

Shallow gas anomaly with 
fit to structure.

Meander belts delineated using 
spectral decomposition.

Opacity Cube highlighting 
shallow gas anomaly.

 
 

Three dimensional perspective view from Block R 3D seismic survey showing shallow gas anomalies, depositional geometries in 
underlying horizons and deep structure.  These data are currently being reprocessed so that the Company can take advantage of recent 

advances in lithology and fluid prediction technology  Understanding the relationship between the distribution of reservoir and sub-surface 
structure is a critical part of the geoscientific risk reduction process. 

 
 
 

 
 

In this three dimensional perspective view a potential reservoir fairway, 
 highlighted in yellow, is draped over the crest of a thrust structure. 



  
OPERATIONS REPORT  

 

 
Ophir Energy Company Limited Page 10 
2006 Annual Report 

GABON 
 
OVERVIEW  
 
On 16 March 2005, Ophir was awarded 100% working interest in four (4) deepwater blocks - Mbeli Marin, Ntsina 
Marin, Manga Marin and Gnondo Marin, situated west and north of the prolific Ogooue Delta complex in water 
depths ranging from less than 50m to 2,500m.  Since the 1960s over 2,000 MMbbl of oil and 900 Bcf of gas have 
been discovered in post-salt sequences of 
the Ogooue Delta.  Nearby discoveries 
with significant reserves offsetting the 
Ophir deepwater blocks include Anguille 
Marin - 1962 (225 MMbbl), Torpille Marin - 
1968 (161 MMbbl), Grondin Marin - 1971 
(235 MMbbl) and Iguega Marin - 1997 
(75 MMbbl).   
 
The prospectivity of the Blocks is 
considered to be good, with multiple 
reservoir target levels, proven oil 
hydrocarbon charge (oil in Padouk 1 in 
Ntsina Marin), a diversity of untested play 
types and a large inventory of mapped 
leads and prospects.  Exploration within 
these deepwater blocks has been limited, 
with only four (4) wells drilled; one (1) in 
each of Mbeli Marin and Gnondo Marin 
and two (2) in Ntsina Marin.  Recent 
discoveries offshore Equatorial Guinea 
demonstrate the potential for deepwater 
blocks in this basin to receive an oil 
charge.   
 
There is an extensive legacy seismic 
database in these blocks comprising 
3,450 square kilometres of 3D seismic 
and over 16,313km of 2D seismic. 
Although a number of prospective 
features have already been identified in 
these data it has been decided to  
completely re-interpret all four (4) blocks starting at the regional scale and progressing through to detailed 
mapping and attribute analysis of the various 3D seismic surveys.  The timetable for completion is running 
broadly in parallel with the work programme in Block R with a drill-ready prospect inventory anticipated by mid-
2007. 
 

LICENCE DETAILS 
Licence Name Mbeli Marin; Ntsina Marin; Manga Marin; Gnondo Marin 
Basin North Gabon 

Gross Area 12,712 square kilometres 
(Mbeli 3,384; Ntsina 3,299; Manga 3,455; Gnondo 2,574) 

Water Depths <50 to 2,500m 
Operator Ophir 
Ophir Equity 100% 
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Three dimensional perspective view of one of 
the Ntsina Marin prospects with a cube of 

seismic data extracted from the 3D volume 
illustrating structural style. 

Seismic attributes are used here to identify a potential 
reservoir fairway on the flanks of the structure drilled by 
Ika Marin-1.  The well appears to have missed the main 

reservoir fairway which has an up-dip termination 
against a salt swell.  This is one of the prospective 

features currently being investigated. 

Ika Marin -1 Salt 

Potential 
Reservoir 
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Seismic attributes can sometimes be used to identify variations in lithology and occasionally fluid content.  This example from the Manga 

Marin block uses merged amplitude attributes to identify various channel facies within the Nandou Prospect.  It is possible to map out 
complex discrete meandering channel systems as well as more areally extensive overbank deposits.  The individual features in this image 

are colour coded by age with blue being oldest and red being youngest. 
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CONGO (BRAZZAVILLE) 
 
OVERVIEW 
 
Ophir has entered into a joint venture with Premier Oil plc ("Premier") to pursue projects in Congo (Brazzaville).  
A PSC for Block Marine IX was signed on 14 March 2006 with ratification on 19 May 2006.  Ophir has an 
effective interest of 31.5% with the project being operated by Premier.  There is an extensive database available 
including good quality 3D seismic data which has enabled past drilling results to be interrogated in some detail.  
These data are going to be enhanced prior to finalisation of a drill-ready portfolio in 2007. 
 
Block Marine IX lies within an established oil province.  Existing fields with significant reserves in the immediate 
vicinity include; 
 
• Kitina Marine - 7km east, 110 MMbbl  
• Moho-Bilondo Complex - 14km south east, 285 MMbbl  
• Sendji Marine - 22km east, 177 MMbbl 
• Yombo Marine - 24km north, 115 MMbbl  

 

 
 

LICENCE DETAILS 
Licence Name Marine IX 
Basin Lower Congo Basin/Congo Fan Basin 
Gross Area 1,044 square kilometres 
Water Depth 300 to 1,200m 
Operator Premier 
Ophir Equity 31.5% 
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NIGERIA-SÃO TOMÉ/PRINCIPE JDZ 
 
OVERVIEW 
 
A PSC for the Nigeria-São Tomé/Principe Joint Development Zone ("the JDZ") Block 3 was signed on 14 March 
2006. 
 
The Company currently owns 50% of Ophir JDZ Limited which has a 4% interest in the Block 3 PSC.  The 
Company has an option to acquire the balance of the shares in Ophir JDZ Limited that it does not already own.  
The Block 3 PSC is operated by US company Anadarko (51%) and was awarded following successful application 
in the second Joint Development Authority ("JDA") licensing round. 
 
The JDZ area is jointly administered by the Governments of Nigeria and São Tomé/Principe through the JDA.  
The JDZ covers an area of 35,000 square kilometres situated in the south eastern part of the Niger Delta 
complex in water depths ranging from 1,500 to 2,600m. 
 
Nearby discoveries such as 
the Akpo Field in OPL 246, 
located 20km to the north of 
Block 1 and the recent Obo-
1 discovery within Block 1 
itself, give cause for 
cautious optimism regarding 
the petroleum potential of 
Block 3.  The potential size 
of the Obo-1 discovery is, as 
yet unknown however, the 
Akpo field, typical of 
deepwater Nigeria, is in 
1,360m of water and is 
reported to contain 
estimated recoverable 
reserves in the order of 
600 MMbbl condensate and 
1.2 Tcf gas. 
 
LICENCE DETAILS 
Licence Name Block 3 
Basin Niger Delta 
Gross Area 666 square kilometres 

Water Depth 1,800 to 2,300m 
Operator Anadarko 
Ophir Equity 4%* 
 
*Subject to exercise of option. 
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SOUTH AFRICA 
 
OVERVIEW 
 
Subject to the usual consents Ophir has acquired from Mvelaphanda a 10% back-in right to Blocks 2A and 2C 
offshore South Africa.  The option may be exercised by refunding pro-rata back-costs.  Ophir will then participate 
in the joint venture according to its working interest and pay its pro-rata share of costs.   
 
Block 2A contains the Ibhubesi gas discovery which has proven and probable reserves in excess of 450 Bscf.  
The project operator, Forest Oil Corporation ("Forest"), is currently in discussions regarding a gas sales contract 
prior to initiating field development. 
 
Strong energy demand in South Africa means that electricity generation provides the foundation for current 
development plans.  At this stage a phased development scenario is envisaged, involving a sub-sea gathering 
system with a 100km sub-sea tieback pipeline to an onshore processing facility. 
 

 
 

LICENCE DETAILS 
Licence Name Blocks 2A and 2C 
Basin Orange Basin 

Gross Area 21,495 square kilometres 
(Block 2A 12,175; Block 2C 9,320) 

Water Depths <100-1,800m 
Operator Forest  
Ophir Equity 10%* 
*Ophir has entered into an agreement with Mvelaphanda to acquire its 10% back in right in Blocks 2A and 2C.   This assumes the option right is exercised. 
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Extract from a 3D seismic volume within Block 2A with an opacity cube slice at the Ibhubesi reservoir level used to identify a meandering 
channel complex and a possible overbank deposit (crevasse splay). 
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A satellite image of Africa at night, shows that the Ibhubesi gas field is well located 
 to supply the best developed power markets in sub-Saharan Africa. 

Source:  www.inquinamentoluminoso.it 
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TANZANIA 
 
OVERVIEW 
 
East African offshore areas have experienced a recent surge in exploration interest, with companies such as 
Petrobras, Statoil and Shell, all with current participation in, or in negotiations for, Tanzanian blocks and recent 
awards to Anadarko, ENI (Agip) and Norsk 
Hydro in Mozambique while others, such as 
Woodside and Dana, are actively involved in 
Kenya and Total made an entry into southern 
offshore Somalia in 2001. ExxonMobil and BG 
have established a major presence to the east, 
offshore Madagascar.   
 
Following a successful bid in the Third 
Tanzania Offshore Licensing Round, Ophir 
signed a PSC with the government of Tanzania 
on 28 October 2005 over Block 1; a 13,270 
square kilometre area located immediately to 
the north of the Tanzania - Mozambique 
maritime boundary.  Block 1 covers the 
southern portion of the Mafia Deep Offshore 
Basin ("MDOB") and northern portion of the 
Ruvuma Basin in water depths ranging from 
approximately 100m to in excess of 3,000m. 
 
On 31 December 2005, Ophir completed 
acquisition of 1,650km of 2D seismic data in 
Block 1 to infill the existing regional seismic 
grid. Encouraged by the preliminary results 
from this seismic survey the Company made 
an application to the Government to acquire 
additional acreage and in June 2006 signed 
PSCs over Blocks 3 and 4 (pending 
ratification).  Blocks 3 and 4 cover a combined 
area of 20,980 square kilometres in water 
depths that range from 500 to 3,000m. 
 
In August 2006 the Company commenced the acquisition of 2,650km of 2D seismic data in Blocks 3 and 4.   

 

LICENCE DETAILS 
Licence Name Blocks 1, 3 and 4 
Basin Mafia Deep Offshore Basin/Ruvuma Basin 

Gross Area  34,250 square kilometres 
(Block 1 13,270; Block 3 10,790; Block 4 10,190) 

Water Depth 100 to 3,000m 
Operator Ophir 
Ophir Equity 100% 
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The "GeoMariner" seismic vessel 
acquired 1,650km 2D seismic 
data over Block 1 late in 2005. 

There is a thick sedimentary basin offshore 
Tanzania with complex structure resulting in a 

variety of potential hydrocarbon trapping styles.  
These data from Block 3 are part of a regional 

multi-client survey acquired by Western 
Geophysical. 

Examples of the seismic data acquired by the "GeoMariner" over prospective features in Block 1. 
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SOMALILAND 
 

OVERVIEW 
 
The Berbera PSA was awarded to Rova Energy Corporation Limited ("Rova") by the Government of Somaliland 
in May 2003.  Ophir acquired 75% of the issued share capital of Rova in October 2005.   
 
The Somaliland state is not yet formally recognised by the international community, however following more than 
15 years of self-rule, under a democratically elected Government, tangible progress is being made towards 
achieving full recognition. 
 
Following discussions with the Ministry of Water & Mineral Resources, Rova has agreed to redefine the area 
under the Berbera PSA to focus exploration on the more prospective western region, covering Blocks 35 and 
M10A.  The licence area covers 14,306 square kilometres in northern Somaliland and is situated both onshore 
and offshore where water depths reach up to 1,000m. 
 
Exploration success in Yemen in the 1980s led to renewed activity in Somaliland which has contiguous geology.  
This exploration activity was 
halted by the Somalian civil 
war which ended with a 
declaration of independence 
by Somaliland in 1991.   
 
Rova has entered into 
contracts for the acquisition 
of aeromagnetic data over 
the onshore and seismic data 
in the offshore.  These 
contracts are subject to the 
satisfaction of various 
conditions out of Rova’s 
control, however it is hoped 
that operational activity will 
commence later this year. 
 
LICENCE DETAILS 
Licence Name Berbera Block 
Basin Guban Basin/Sagaleh Basin 
Gross Area 14,306 square kilometres 

Water Depth Onshore to 1,000m 
Operator Rova 
Ophir Equity 75% (via its shareholding in Rova) 
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Typical terrain within the Berbera PSA area. 
 
 

 
 

In many cases seismic lines acquired by past Operators can still be located in the field. 
 
 

 
 

Wherever practical Ophir field crews have verified seismic line locations using global positioning satellites. 
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SAHARAWI ARAB DEMOCRATIC REPUBLIC ("SADR") 
 

OVERVIEW 
 
On 15 March 2006 the Company, in partnership with Premier, signed four (4) PSCs offshore the SADR.  This 
territory is commonly referred to as Western 
Sahara.  Ophir has a 50% interest in each 
PSC and is the project Operator. 
 
The sovereignty of Western Sahara is subject 
to a long standing dispute between the 
indigenous Saharawi people, as represented 
by the Government of the SADR, and the 
Kingdom of Morocco.  The Security Council of 
the United Nations has been mediating 
between both sides in an attempt to find a just 
and diplomatic solution to the decolonisation 
of Western Sahara. 
 
Offshore Western Sahara is one of the least 
explored sedimentary basins in the whole of 
West Africa.  Preliminary studies suggest that 
all the necessary elements of an effective 
petroleum system could be in place but 
further seismic and geological studies are 
required. 
 
A delegation from Ophir and Premier 
attended a ceremony within the liberated 
territory of Western Sahara in April 2006 
where the PSCs were ratified by the 
Government.   
 
The PSCs will only become operational when 
there is a resolution to the territorial dispute which recognises the right to self determination of the Saharawi 
people. 

 
LICENCE DETAILS 
Licence Name Daora; Haouza; Mahbes; Mijek 
Basin Aaiun Basin 

Gross Area 74,327 square kilometres 
(Daora 17,540; Haouza 17,277; Mahbes 16,338; Mijek 23,172) 

Water Depth Coastline to >2,500m 
Operator Ophir 
Ophir Equity 50% 
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Saharawis attending a concert to commemorate signing of the offshore PSCs. 
 
 
 
 

 
 

Ophir field party April 2006. 
 
 
 

 

                   
 

Saharawi refugee camps near Tindouf in Algeria. 
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NEW VENTURES 
 

In addition to the pursuit of various exploration new ventures the Company has been giving an increasing amount 
of attention to acquiring producing or near-producing assets.  Various opportunities for such transactions in Africa 
have been reviewed and whilst some remain under active consideration, it is the view of the Board that the 
numbers of such opportunities in Africa are limited and those that are available are currently relatively expensive.  
 
As foreshadowed in last year's report the Company has also been seeking opportunities beyond Africa and in 
May 2006 entered into an agreement, subject to ongoing due diligence, to acquire a 100% interest in an oil and 
gas field in Kazakhstan.  Based on current estimates the field contains approximately 400 to 500 MMbbl of 
undeveloped oil-in-place and 1.5 to 2.0 Tcf of undeveloped gas-in-place.  The final acquisition consideration will 
be determined with reference to 1P and 2P reserves as certified by an independent expert working to standards 
defined by the Society of Petroleum Engineers.   
 
Subject to the satisfactory completion of due diligence it is expected that this may be the first of several other 
such projects that the Company will pursue in the region. 
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DIRECTORS’ PROFILES  
 
The names and particulars of the Directors of the Company during the financial year and since the end of the 
financial period are:  

 
NAME BASE QUALIFICATIONS PARTICULARS 

Tokyo Sexwale Johannesburg PhD (Hon) Non Executive Chairman 
    

As a former member of the African National Congress 
("ANC") underground movement Mr Sexwale was 
sentenced to 18 years imprisonment on Robben Island by 
the Apartheid Government of South Africa in 1978.  After 
his release in 1990 he served as the Head of the Public 
Liaison Department of the ANC Headquarters and 
subsequently was appointed Head of Special Projects, 
under Military Headquarters.  In September 1990 he was 
elected to the Executive Committee of the ANC and 
served as Governor of Gauteng Province from 1994 to 
1998 when he left political office to establish 
Mvelaphanda Holdings.  Mr Sexwale is the Executive 
Chairman of Mvelaphanda and serves on the Board of 
several of the companies that Mvelaphanda has an 
interest in.  Mr Sexwale was appointed to the Board in 
October 2004. 
 

Alan Stein Perth/London BSc, PhD Managing Director 
    

Dr Stein started his career in 1988 in the UK with the oil 
consultants Dolan & Associates working on projects in 
Europe, Australia and the Far East.  In 1992 he moved to 
Perth to establish a petroleum consulting business that 
became part of the IKODA group in 1994.  In 1996 he 
negotiated the acquisition of interests offshore Mauritania 
and established the joint venture which was the precursor 
to Fusion Oil & Gas NL.  Dr Stein was appointed 
Managing Director of Fusion Oil & Gas NL in June 1998 
and Fusion Oil & Gas plc in June 2000.  Dr Stein resigned 
from Fusion in February 2004, and was appointed as a 
Director of Ophir in April 2004. 
 

Jonathan Taylor London BSc, MSc Technical Director 
    

Mr Taylor has worked for Amerada Hess Ltd, Clyde 
Petroleum plc and Gulf Canada Resources Ltd in a 
variety of roles in Africa, the Far East, Australia and 
Middle East.  Between 1996 and 1998, he was 
responsible for exploration activity in Africa, initially for 
Clyde and subsequently, following takeover, for Gulf.  Mr 
Taylor was appointed Exploration Director of Fusion Oil & 
Gas NL in November 1998 and Fusion Oil & Gas plc in 
June 2000.  Mr Taylor resigned from Fusion in March 
2004, and was appointed as a Director of Ophir in April 
2004. 
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The names and particulars of the Non Executive Directors of the Company during the financial year and since the 
end of the financial period are: 
 

NAME BASE QUALIFICATIONS PARTICULARS 
Peter Dolan London BSc, PhD Non Executive Director 
    

Dr Dolan has been involved in international oil and gas 
exploration for 40 years; initially as an employee of Mobil, 
Ball & Collins (predecessor of Premier Oil) and then as a 
founder and director of JEBCO Seismic Ltd.  He was 
subsequently a founder and director of Dolan & Associates 
and IKODA and has acted as a consultant and adviser to a 
large number of oil companies, financial institutions and 
Governments.  His geographic experience spans the 
Americas, Europe, Africa, Australia and Far East.  Dr 
Dolan was appointed Chairman of Fusion Oil & Gas plc in 
June 2000.  Dr Dolan resigned from Fusion in March 2004, 
and was appointed as a Director of Ophir in April 2004. 
 

Mikki Xayiya Johannesburg BA Non Executive Director 
    

From 1978 to 1990 Mr Xayiya was an active member of the 
ANC and from 1984 to 1990 was imprisoned on Robben 
Island by the apartheid government of South Africa.  From 
1990 to 1994 Mr Xayiya was involved in various community 
programmes in South Africa and Swaziland before becoming 
a policy advisor to the Gauteng Provincial Government.  In 
1998 he was appointed Managing Director of Mawenzi Asset 
Managers and in 2000 joined Mvelaphanda where he 
currently holds the office of Deputy Chairman and serves on 
the Boards of various subsidiary companies.  Mr Xayiya was 
appointed to the Board in April 2006. 
 

Mark Willcox Johannesburg BA (LLB) Non Executive Director 
    

Mr Willcox trained as a lawyer and completed post-graduate 
studies in taxation at the University of Cape Town where he 
received various scholarships and awards for academic 
excellence.  Following his studies he joined a US based 
financial institution, Euro Property and Finance Ltd, where he 
was involved in various significant mining and property 
transactions in the US, Far East and Africa.  Mr Willcox was 
one of the founding directors of Mvelaphanda where he 
currently holds the position of Chief Executive Officer and 
serves on the Boards of various subsidiary companies.  Mr 
Willcox was appointed to the Board in April 2006. 
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DIRECTORS’ REPORT 
 
The Directors of Ophir present their annual report on the affairs of the Group together with the accounts and 
auditors’ report for the year ended 30 June 2006. 
 
Principal Activities 
 
The principal activity of the Group is exploration for oil and gas. 
 
Review of Operations and Future Developments 
 
The operations of the Group during the financial year, together with likely developments, are reviewed in the 
Operations Report on pages 5 to 23. 
 
Details of significant events since the balance sheet date are set out in Note 18 to the accounts. 
 
Risks 
 
As an exploration company in the Oil and Gas sector the Company operates in an inherently risky sector and 
faces a large number of risks including:  
 
Discovery Risk:   Risk that no economically producible oil or gas will be discovered or 

found to be present in the Company’s assets described in this report.  
 
No Current Production:   The Company does not currently produce any oil or gas and there can 

be no assurance that the Company will ever do so.  
 
Capital Intensive Business:  The drilling of wells to discover whether there is oil or gas is a highly 

capital intensive business and will require the Company to raise the 
capital in the future.  

 
Political Risk:  Some of the countries in which the Company operates are in areas of 

the world where there is political uncertainty and where the rule of law is 
not necessarily enforced.   

 
Competition:  There is a great deal of competition for every public round of bidding for 

exploration blocks throughout Africa.   
 
Oil Price:  The Company’s asset value and the economic viability of its exploration 

projects depend on the price of oil and the Company’s ability to raise 
funds in the future is likely to be sensitive to the price of oil. 

 
No Market for the Company’s Shares:  Although the Directors intend to obtain a listing on a stock exchange at 

some stage in the future none of the Company’s shares are currently 
quoted.   

 
Environmental Regulations:  The Company’s operations are subject to the environmental risks 

inherent in the oil and gas industry.   
 
Small Team of Professionals:  The Company is reliant on a small team of professionals for its success.   
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Directors and Secretary 
 
The names of the Directors and Secretary of the Company during the financial year and since the end of the financial 
year are: 
 

NAME PARTICULARS 
Tokyo Sexwale  Non Executive Chairman  
Alan Stein Managing Director   
Jonathan Taylor Technical Director  
Peter Dolan Non Executive Director  
Mikki Xayiya* Non Executive Director 
Mark Willcox* Non Executive Director 
Raymond Godson Company Secretary  
*Appointed on 5 April 2006 
 
Other than the appointments of Messrs Xayiya and Willcox there were no new appointments or resignations during 
the year or since the end of the financial year. 
 
Results and Dividends 
 
The audited accounts for the year to 30 June 2006 are set out on pages 33 to 55.  The Group recorded a loss for the 
year after taxation and minority interests of £7,514,670 (year ended 30 June 2005:  £630,431). 
 
No dividends were paid or declared by the Company during the financial year (year ended 30 June 2005:  £nil).  The 
Directors do not propose to pay a dividend for the year ended 30 June 2006. 
 
Directors Remuneration  
 
The remuneration of the Directors for the year ended 30 June 2006 is set out in Note 5 to the Financial Statements. 
 
Remuneration Policy 
 
The Group’s policy is to maintain levels of remuneration so as to attract, motivate and retain Directors of the highest 
calibre who can contribute their experience and independent views to the Group’s operations. 
 
The elements of the remuneration package for Executive Directors comprising basic salary, discretionary bonus 
and non-cash benefits are reviewed annually with regard to personal performance, Company performance, 
changes in responsibilities and competitive market practices. 
 
The Board as a whole determines remuneration of the Executive and Non Executive Directors taking into account the 
remuneration practices of other international companies of similar size.   
 
Pensions & Superannuation  
 
The Company contributes 9% of Executive Directors’ remuneration to private pension plans or superannuation funds. 
 
Employment and Service Contracts 
 
The Company has an agreement with Mvelaphanda for the provision of the services of Mr Sexwale as Non Executive 
Chairman of the Company. 
 
Dr A Stein has an employment contract with Ophir Services Pty Ltd, a subsidiary of the Company.  The contract does 
not provide for a specific term.  Ophir Services Pty Ltd may terminate the contract by giving 90 days written notice to 
that effect provided that, on the termination date Dr Stein will be entitled to receive a sum equivalent to one (1) year’s 
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current salary.  The notice period reflects the view of the Directors that the services of Dr Stein are key to the success 
of the Group. 
 
Mr J Taylor has an employment contract with the Company.  The contract does not provide for a specific term.  The 
Company may terminate the contract by giving 90 days written notice to that effect provided that, on the termination 
date Mr Taylor will be entitled to receive a sum equivalent to one (1) year’s current salary.  The notice period reflects 
the view of the Directors that the services of Mr Taylor are key to the success of the Group. 
 
Dr P Dolan has a service agreement with the Company for the provision of his services as a Non Executive Director.  
The agreement does not provide for a specific term, endures until terminated in accordance with the Articles of 
Association of the Company and the Companies Act 1985.  Dr Dolan may terminate the agreement at any time by 
written notice.   
 
Dolan & Associates Limited, a company associated with Dr P Dolan, has a service contract with the Company in 
terms of which Dr Dolan devotes approximately 40% of his time to the Company.  The contract does not have a 
specific term, however the Company may terminate the contract by 90 days written notice provided that, on the 
termination date Dolan & Associates Limited will be entitled to receive a sum equivalent to one (1) year’s 
remuneration.  The notice period reflects the view of the Directors that the services of Dr Dolan are key to the 
success of the Group. 
 
Directors’ Interests in Shares in the Company 

ORDINARY SHARES OF 1P EACH 
NAME NOTES AT DATE OF THIS REPORT  30 JUNE 2006 30 JUNE 2005 

Tokyo Sexwale 1 10,832,780 10,832,780 10,550,000 
Alan Stein 2 1,825,948 1,825,948 1,730,000 
Jonathan Taylor 3 1,709,080 1,709,080 1,620,000 
Peter Dolan 4 1,144,335 1,144,335 1,030,000 
Mikki Xayiya 5 10,832,780 10,832,780 - 
Mark Willcox  6 10,832,780 10,832,780 - 
 
NOTES:  

1. Mr T Sexwale holds a direct and non-beneficial 35 percent interest Mvelaphanda Holdings (Proprietary) Limited ("Mvelaphanda") which is the legal and 
beneficial owner of 10,000,000 ordinary shares in the Company.  (10,00000 ordinary shares at date of this report.)  Mvelaphanda has no beneficial interest in, 
but controls the voting rights over a further 832,780 shares held by a third party. During the year the third party acquired 282,780 ordinary shares in the 
Company.   

2. Dr A Stein and members of his family are the legal and beneficial owners of 1,424,285 ordinary shares in the Company.  (1,424,285 ordinary shares at date 
of this report.)  During the year Dr Stein and members of his family acquired 79,785 ordinary shares and Dr Stein sold 55,500 shares.   

Dr Stein holds a 40 percent legal and beneficial interest in FIL Resources Limited ("FIL"), which is the legal and beneficial owner of 350,068 ordinary 
shares in the Company.  (350,068 ordinary shares at the date of this report.)  During the year FIL acquired 25,068 ordinary shares in the Company 
and sold 5,000 ordinary shares.   

 FIL is the legal and beneficial owner of Haroma Pty Ltd ("Haroma") which is the legal and beneficial owner of 51,595 ordinary shares in the Company.  
(51,595 ordinary shares at date of this report.)  During the year Haroma acquired 26,595 ordinary shares. 

3. Mr J Taylor and members of his family are the legal and beneficial owners of a total of 1,709,080 ordinary shares in the Company.  (1,709,080 ordinary 
shares at the date of this report.)  During the year Mr Taylor and members of his family acquired 123,080 ordinary shares in the Company and sold a total of 
34,000 ordinary shares. 

4. Dr P Dolan is the legal and beneficial owner of 742,672 ordinary shares in the Company.  (742,672 ordinary shares at date of this report.)  During the year Dr 
Dolan acquired 53,172 ordinary shares in the Company and sold 10,500 ordinary shares.   

 Dr Dolan holds a 60 percent legal and beneficial interest in FIL, which is the legal and beneficial owner of 350,068 ordinary shares in the Company.  (350,068 
ordinary shares at the date of this report.)  During the year FIL acquired 25,068 ordinary shares in the Company and sold 5,000 ordinary shares.   

 FIL is the legal and beneficial owner of Haroma which is the legal and beneficial owner of 51,595 ordinary shares in the Company.  (51,595 ordinary shares 
at date of this report.)  During the year Haroma acquired 26,595 ordinary shares. 

5. Mr M Xayiya holds a direct and non-beneficial 35 percent interest Mvelaphanda Holdings (Proprietary) Limited ("Mvelaphanda") which is the legal and 
beneficial owner of 10,000,000 ordinary shares in the Company.  (10,00000 ordinary shares at date of this report.)  Mvelaphanda has no beneficial interest in, 
but controls the voting rights over a further 832,780 shares held by a third party. During the year the third party acquired 282,780 ordinary shares in the 
Company. 
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6. Mr M Willcox holds a direct and non-beneficial 35 percent interest Mvelaphanda Holdings (Proprietary) Limited ("Mvelaphanda") which is the legal and 
beneficial owner of 10,000,000 ordinary shares in the Company.  (10,00000 ordinary shares at date of this report.)  Mvelaphanda has no beneficial interest in, 
but controls the voting rights over a further 832,780 shares held by a third party. During the year the third party acquired 282,780 ordinary shares in the 
Company. 

 
Directors’ Interests in Options granted over ordinary shares in the Company  
 
Pursuant to a rights issue, on 24 November 2005, the following options to acquire ordinary shares were granted 
to, and exercised by, the following Directors, Directors and their families or Director related entities:  
 

NAME 
NUMBER OF OPTIONS GRANTED AND 
EXERCISED OVER ORDINARY SHARES 

Alan Stein  79,785 
Jonathan Taylor 79,774 
Peter Dolan 39,879 
Jonathan Mark Taylor and Suzanne Alison Taylor 12,536 
FIL Resources Limited(1) 18,801 
(1)Dr Stein holds a 40 percent legal and beneficial interest in FIL Resources Limited, in which Dr Dolan also holds a 60 percent legal and beneficial interest.  
 

No Directors held interests in options granted over ordinary shares either at 30 June 2006 or in the period to the 
date of this report. 
 
Statement of Directors’ Responsibilities 
 
United Kingdom 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 Company and the Group as at the end of the financial year 
and of the profit or loss of the Group for that period.  In preparing those financial statements, the Directors are 
required to: 
 
• select suitable accounting policies and then apply them consistently; 
• make judgements and estimates that are reasonable and prudent; and 
• state whether applicable accounting standards have been followed. 
 
The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at 
any time the financial position of the Company and enable them to ensure that the financial statements comply 
with the Companies Act 1985.  They are also responsible for the Group’s system of internal financial control, for 
safeguarding the assets of the Group and hence for taking reasonable steps to prevent and detect fraud and 
other irregularities. 
 
To the best of the Directors' knowledge there is no relevant audit information of which the Company's auditors 
are unaware.  The Directors have also taken all reasonable steps in order to make themselves aware of any 
relevant audit information and to establish that the Company's auditors are also aware of that information. 
 
Financial Instruments 
 
The Group's financial instruments comprise cash and liquid resources, and various items, such as trade 
creditors, which arise directly from its operations.  It is, and has been throughout the year under review, the 
Group's policy that there is no trading in financial instruments. 
 
The main risks currently coming from the Group's financial instruments are foreign currency risk, interest risk and 
liquidity risk.  The Board reviews and agrees policies for managing each of these risks and monitors them on a 
regular basis. 
 
No derivates or hedges were entered into during the year under review. 
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The Group's policy in respect of Financial Instruments is set out in Note 20 to the Accounts. 
 
Going Concern 
 
After making enquiries the Directors are satisfied that the Company has adequate resources to continue its 
operational existence for the foreseeable future.  Accordingly the going concern basis has been adopted in 
preparing the financial statements. 
 
Auditors 
 
Ernst & Young LLP were reappointed as auditor of the Company at the Annual General Meeting held on 27 April 
2006.   
 
A resolution to appoint the Company’s auditor for the period until the date of the following Annual General 
Meeting will be proposed at the forthcoming Third Annual General Meeting. 
 
To the best of the Directors' knowledge, there is no relevant audit information of which the Company's auditors 
are unaware.  The Directors have also taken all reasonable steps in order to make themselves aware of any 
relevant audit information and to establish that the Company's auditors are also aware of that information. 
 
By order of the Board 
 
 
 
 
Alan Stein 
Managing Director 
30 August 2006 
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INDEPENDENT AUDITORS’ REPORT 
TO THE MEMBERS OF OPHIR ENERGY COMPANY LIMITED 
 
We have audited the group and parent company financial statements ("the financial statements") for the year 
ended 30 June 2006 which comprise the Consolidated Profit and Loss Account, Group Statement of Total 
Recognised Gains and Losses, Group Balance Sheet, Company Balance Sheet, Consolidated Cash Flow 
Statement and the related Notes 1 to 20.  These financial statements have been prepared on the basis of the 
accounting policies set out therein. 
 
This report is made solely to the Company’s members, as a body, in accordance with section 235 of the 
Companies Act 1985.  Our audit work has been undertaken so that we might state to the Company’s members 
those matters we are required to state to them in an auditors’ report and for no other purpose.  To the fullest 
extent permitted by law, we do not accept or assume responsibility to anyone other than the Company and the 
Company’s members as a body, for our audit work, for this report, or for the opinions we have formed. 
 
Respective responsibilities of directors and auditors 
 
The Directors are responsible for preparing the Annual Report and the financial statements in accordance with 
applicable United Kingdom law and accounting standards (United Kingdom Generally Accepted Accounting 
Practice) as set out in the Statement of Directors' responsibilities.   
 
Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory 
requirements and International Standards on Auditing (UK and Ireland). 
 
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 Companies Act 1985.   
 
We also report if, in our opinion, the Directors’ 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 Directors’ remuneration and other 
transactions with the Company and other members of the Group is not disclosed. 
 
We read other information contained in the Annual Report and consider whether it is consistent with the audited 
financial statements.  This information comprises the Chairman's Report, Directors' Report and the Operations 
Report.  We consider the implications for our report if we become aware of any apparent mis-statements or 
material inconsistencies with the financial statements.  Our responsibilities do not extend to any other 
information. 
 
Basis of audit opinion 
 
We conducted our audit in accordance with International Standards of Auditing (UK and Ireland) 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 circumstances of the Company and the Group, 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 mis-statement, 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. 
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Opinion 
 
In our opinion: 
 
• the financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted 

Accounting Practice, of the state of affairs of the parent Company and the Group as at 30 June 2006 and of 
the loss of the Group for the year then ended; 

• the financial statements have been properly prepared in accordance with the Companies Act 1985; and 
• the other information given in the Directors' report is consistent with the financial statements. 
 
 
 
 
ERNST & YOUNG LLP 
Registered Auditors 
London 
30 August 2006 
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CONSOLIDATED PROFIT & LOSS ACCOUNT 
FOR THE YEAR ENDED 30 JUNE 2006 
 

 NOTES  

YEAR ENDING 
30 JUNE 2006 

£  

YEAR ENDING 
30 JUNE 2005 

£ 
   

Operating loss 3  (7,298,176)  (760,415) 

Interest expense   (527,474)  (3,437) 

Interest receivable and similar income   308,906  133,421 

Loss on ordinary activities before taxation   (7,516,744)  (630,431) 

Tax on loss on ordinary activities 6  -  - 

Loss on ordinary activities after taxation   (7,516,744)  (630,431) 

Loss attributed to minority interests   2,074  - 

Loss for the financial year 15  (7,514,670)  (630,431) 
 
 
 
 
Group Statement of Total Recognised Gains and Losses: 
 

Loss for the financial year   (7,514,670)  (630,431) 

Gain/(loss) on translation of foreign 
operations transferred directly to reserves 15  1,840,347  (30,635) 

Total recognised gains and losses   (5,674,323)  (661,066) 
 
The results are derived solely from operations that are continuing. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The notes on pages 38 to 55 form part of these Financial Statements. 
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GROUP BALANCE SHEET 
AS AT 30 JUNE 2006 
 

 NOTES  
30 JUNE 2006 

£  
30 JUNE 2005 

£ 
   

Fixed Assets:       
Intangible fixed assets 7  63,177,944  4,524,390 
Tangible fixed assets 8  191,324  147,170 
Other fixed assets 10  690,193  30,828 

   64,059,461  4,702,388 
Current Assets:      

Debtors 11  40,709,894  59,009 
Cash at bank and in hand   17,913,587  1,458,099 

   58,623,481  1,517,108 
Creditors 
(amounts falling due within one (1) year) 12  (3,710,246)  (944,065) 

   
Net Current Assets   54,913,235  573,043 
Total Assets less Current Liabilities   118,972,696  5,275,431 
      
Creditors 
(amounts falling due after more than one (1) 
year) 13  (38,367,133)  - 
Net Assets   80,605,563  5,275,431 

   
Capital and Reserves:      

Called up share capital 14  302,950  198,060 
Share premium account 15  81,724,749  5,945,940 
Other reserves 15  5,134,389  20,000 
Translation reserve 15  1,809,712  (30,635) 
Profit and loss account 15  (8,372,604)  (857,934) 

Equity Shareholders’ Funds 16  80,599,196  5,275,431 
Minority interests   6,367  - 
Total Capital Employed   80,605,563  5,275,431 
 
Approved by the Board on 30 August 2006. 
 
 
 
T Sexwale A Stein 
Chairman Managing Director 
  
The notes on pages 38 to 55 form part of these Financial Statements. 
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COMPANY BALANCE SHEET 
AS AT 30 JUNE 2006 
 

 NOTES  
30 JUNE 2006 

£  
30 JUNE 2005 

£ 
   

Fixed Assets:       
Intangible fixed assets 7  25,000  50,000 
Tangible fixed assets 8  11,907  - 
Investments 9  60,438,826  5 
Other fixed assets 10  660,840  - 

   61,136,573  50,005 
Current Assets:      

Debtors 11  41,377,280  5,236,254 
Cash at bank and in hand   17,052,457  76,856 

   58,429,737  5,313,110 
Creditors 
(amounts falling due within one (1) year) 

 
12  (162,335)  (77,210) 

Net Current Assets   58,267,402  5,235,900 
Total Assets less Current Liabilities   119,403,975  5,285,905 

   
Creditors 
(amounts falling due after more than one (1) 
year) 

13  
(38,367,133)  - 

Net Assets   81,036,842  5,285,905 
   

Capital and Reserves:      
Called up share capital 14  302,950  198,060 
Share premium account 15  81,724,749  5,945,940 
Other reserves 15  5,134,389  20,000 
Profit and loss account 15  (6,125,246)  (878,095) 

Equity Shareholders’ Funds 16  81,036,842  5,285,905 
 
Approved by the Board on 30 August 2006. 
 
 
 
 
 
T Sexwale A Stein 
Chairman Managing Director 
 
 
The notes on pages 38 to 55 form part of these Financial Statements. 
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CONSOLIDATED CASH FLOW STATEMENT 
FOR THE YEAR ENDED 30 JUNE 2006 
 

 NOTES  

YEAR ENDING 
30 JUNE 2006 

£  

YEAR ENDING 
30 JUNE 2005 

£ 
    

Net Cash Inflow/(Outflow) from 
Operating Activities A  (605,637)  (247,073) 

    
Returns on Investing and Servicing of 
Finance: 
 Interest Received 

 
308,906  133,421 

    
Capital Expenditure and Financial 
Investment: 
 Purchase of tangible and intangible 

assets 
B 

(97,331,480)  (4,356,156) 
    

Cash Outflow before use of Liquid 
Resources and Financing  (97,628,211)  (4,469,808) 

    
Financing 

Net proceeds from share issues, 
convertible bond issue and loans from 
Directors and Director related entities 

C 
114,083,699  5,727,650 

    
Increase in Cash for the Year  16,455,488  1,257,842 
 

  30 June 2005 
£  Cash Flow 

£  30 June 2006 
£ 

Analysis of Net (Debt)/Funds:      
    

       
Cash at Bank and On Hand  1,458,099  16,455,488  17,913,587 
Convertible bond  -  (38,200,000)  (38,200,000) 
Net (Debt)/Funds  1,458,099  (21,744,512)  (20,286,413) 
 
 
 
 
 
 
 
 
 
 
 
The notes on pages 38 to 55 form part of these Financial Statements. 
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NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT 
FOR THE YEAR ENDED 30 JUNE 2006 
 

 
 
 

 
YEAR ENDING 

30 JUNE 2006 
£  

YEAR ENDING 
30 JUNE 2005 

£ 
   

A Reconciliation of operating loss to net cash inflow/(outflow) 
from operating activities:      

   
Operating loss  (7,298,176)  (763,852) 
Depreciation charges  49,605  26,430 
Provision for employee entitlements  43,533  24,440 
Exploration expenditure written off  1,062,865  445,393 
Non cash share based payment charge  4,568,565  20,000 
Foreign currency translation  982,405  (36,334) 
Increase in creditors  95,906  89,281 
Increase in debtors  (110,340)  (52,431) 
Net Cash Inflow/(Outflow) from Operating Activities  (605,637)  (247,073) 

   
B Capital Expenditure and Financial Investment:     

   
Purchase of tangible fixed assets  (100,799)  (113,831) 
Expenditure on exploration  (56,030,771)  (4,186,497) 
Deposit under share purchase agreement  (40,540,545)  - 
Funds placed on deposit  (659,365)  (30,828) 
Right to acquire interest of Rova Energy (Note 19(c))  -  (25,000) 
Net Cash from Capital Expenditure and Financial Investment  (97,331,480)  (4,356,156) 

   
C Financing:     

   
Issue of ordinary shares (net of issue costs of £2,080,982; 
2005 £nil)  75,883,699  6,108,500 

Convertible bond  38,200,000  - 
Loans advanced by Directors or Director related entities  -  47,622 
Loans repaid to Directors or Director related entities  -  (428,472) 
Net Cash Inflow from Financing  114,083,699  5,727,650 

   
D Reconciliation of Cash Flows to Movement in Net 

Debt/Funds:     

   
Net Funds at 30 June 2005  1,458,099  200,257 
Increase in cash in the year  16,455,488  1,257,842 
Convertible bond  (38,367,133)  - 
Net (Debt)/Funds at 30 June 2006  (20,453,546)  1,458,099 
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NOTES TO THE ACCOUNTS 
 
1. Summary of Accounting Policies 

 
The principal accounting policies are summarised below.  They have all been applied consistently throughout the 
year and the preceding year. 
 
Fundamental Accounting Concept 
 
The Directors are of the opinion that the Company currently has sufficient funds to meet its obligations and 
commitments as they fall due in the foreseeable future.  The Company is currently conducting exploration 
activities using funds from capital raised during the 2005/6 financial year.  Part of this capital is in the form of a 
convertible bond, details of which are given in Note 13.  New opportunities are also being pursued and these will 
require further funding.  The Directors are confident that the Company will raise sufficient additional funding to 
support any new commitments.  The Directors have taken steps to ensure this occurs and are evaluating options 
and sources of funding.  On this basis, the Directors believe that the adoption of the going concern basis is 
justified. 
 
Basis of accounting 
 
The accounts have been prepared under the historical cost convention, and in accordance with applicable United 
Kingdom accounting standards and the Statement of Recommended Practice "Accounting for Oil and Gas 
exploration, development, production and decommissioning activities". 
 
The following new Financial Reporting Standards were applied during the year: 
 
FRS 21 – Events after the Balance Date 
FRS 25 – Financial Instruments:  Disclosure and Presentation 
FRS 28 – Corresponding Amounts 
 
The application of FRS 21 and FRS 28 have not had a financial impact on the results.  The Company's policy in 
respect of FRS 25 is set out below and in Note 13. 
 
Basis of consolidation 
 
The Group accounts consolidate the accounts of Ophir Energy Company Limited and its subsidiary undertakings 
drawn up to 30 June each year.  The results of subsidiaries acquired or sold are consolidated for the periods 
from or to the date on which control passed.  Business combinations are accounted for under the acquisition 
method. 
 
On the acquisition of a business, including an interest in an associated undertaking, fair values are attributed to 
the Group's share of net separable assets.  Where the cost of acquisition exceeds the fair values attributable to 
such net assets, the difference is treated as purchased goodwill and capitalised in the balance sheet in the year 
of acquisition. 
 
The results and cash flows relating to a business are included in the consolidated profit and loss account and the 
consolidated cash flow statement from the date of acquisition or up to the date of disposal. 
 
Foreign currency translation  
 
Transactions in foreign currencies are recorded at the rate of exchange at the date of the transaction or, if 
hedged, at the forward contract rate.  Monetary assets and liabilities denominated in foreign currencies at the 
balance sheet date are reported at the rates of exchange prevailing at that date or, if appropriate, at the forward 
contract rate. 
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The results of overseas operations are translated at the average rates of exchange during the year, and their 
balance sheets at rates ruling at the balance sheet date.  Exchange differences arising on translation of the 
opening net assets and the results of overseas operations are taken directly to the translation reserve. 
 
Exchange differences arising on transactions are taken to the profit and loss account. 
 
Compound financial instruments 
 
The Group accounts for compound financial instruments that contain both a liability and an equity component by 
assigning an initial fair value to the liability component using a market rate for an equivalent liability with similar 
terms.  The remainder of the proceeds are allocated to the equity component and included in shareholders' 
equity, net of transaction costs.  The carrying amount of the equity component is not remeasured in subsequent 
years.  
  
At the date of issue of the Group’s convertible bond, the value of the liability component was determined by using 
an estimated market interest rate for a similar non-convertible debt.  The fair value of the equity component, 
being the difference between the market value of the convertible bond and the fair value of similar non-
convertible debt, has been included in shareholders' equity.   
 
Leased assets 
 
The costs of operating leases are charged to the profit and loss account on a straight line basis. 
 
Deferred Tax 
 
Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the 
balance sheet date where transactions or events that will result in an obligation to pay more tax in future or a 
right to pay less tax in the future have occurred at that date.   
 
Deferred tax assets are only recognised to the extent that the Directors consider it is more likely than not that 
there will be sustainable taxable profits from which future reversal of the underlying timing differences can be 
deducted.      
 
Deferred tax assets and liabilities are not discounted. 

 
Fixed Asset Investments 
 
Fixed Asset Investments are shown at cost less provision for impairment. 
 
Intangible Fixed Assets - Exploration and Appraisal Activities 
 
The Company adopts the successful efforts method of accounting for exploration and appraisal costs.  All 
pre-licence, licence acquisition, exploration and appraisal costs are initially capitalised as intangible fixed 
assets in costs centres by exploration area pending determination of commercial reserves. 
   
Directly attributable administration costs and directly attributable interest on borrowings are capitalised insofar 
as they relate to specific exploration activities. 
 
Exploration and appraisal costs are then written off unless commercial reserves have been established or the 
determination process has not been completed. 
 
Following the discovery of a commercially viable field, the attributable costs are transferred to tangible fixed 
asset cost pools on a geographical basis. 

  



  
NOTES TO THE ACCOUNTS  

 

 
Ophir Energy Company Limited Page 40 
2006 Annual Report 

 
Tangible fixed assets 

 
 Fixed assets are stated at cost net of any provision for impairment.  Depreciation is provided on tangible fixed 

assets other than investments on a reducing balance basis so as to write off the cost of each asset over its 
expected useful life.  The useful life of furniture and equipment ranges from 3 to 10 years as appropriate. 

 
 Shares Based Payments 
 
 The costs of awards to employees, in the form of shares or the rights to shares, under the long-term incentive 

plan ("LTIP") are recognised over the period to which the employee's performance relates. The amount 
recognised is based on the fair value of the shares at the date of the award and on a reasonable expectation 
of the extent to which the performance criteria will be met. 

 
For share based payments (including issues of options), the intrinsic value is charged to the income statement 
and credited to shareholder equity, on a straight line basis over the performance period, after adjusting for the 
estimated number of awards that are expected to vest. 

 
At each balance sheet date prior to vesting the cumulative expense representing the extent to which the 
vesting period has expired and management's best estimate of the awards that are ultimately expected to 
vest, is computed. The movement in cumulative expense is recognised in the income statement with a 
corresponding entry within equity.  

 
Joint ventures 

 
Interests in joint ventures which are joint arrangements that are not entities as defined by FRS 9 "Associates 
and Joint Ventures" have been reported in the financial statements by including the Group’s share of assets 
employed in the joint ventures, the share of liabilities incurred in relation to the joint ventures and the share of 
any expenses incurred in relation to joint ventures in their respective classification categories.  Interests in 
joint ventures, which are not partnerships, are accounted for on a cost basis.   
 

2. Segment information 
  
The Company and the Group operate in a single geographic segment, Africa, and a single industrial segment, 
oil exploration.    
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 GROUP 
 
 

YEAR ENDING 
30 JUNE 2006  YEAR ENDING 

30 JUNE 2005 
 £  £ 

   
3. Operating Loss:    

   
  The operating loss is stated after charging/(crediting):    

Amounts written-off intangible assets 1,062,865  445,393 
Auditors’ remuneration 
-  Audit services - Company 

 
15,000   

5,000 
- Audit services - Group 19,403  15,000 
- Other services 41,172  1,775 
Share based payments charge 4,568,565  20,000 
Depreciation of tangible fixed assets 49,605  26,430 
Directors’ emoluments 506,707  482,661 
(Gains)/Losses on exchange 1,009,789  (223,061) 
Operating lease payments - land & buildings 106,306  32,162 
Amortisation of intangible fixed assets 19,838  - 

   
 As permitted by Section 230 of the Companies Act 1985 the 

profit and loss account of the Company has not been 
separately presented in these accounts.  The Company’s loss 
for the financial year amounted to £5,247,151. 
(30 June 2005 - £614,096). 

   

   
 

 GROUP 
 
 

YEAR ENDING 
30 JUNE 2006  YEAR ENDING 

30 JUNE 2005 
 £  £ 

   
4. Employee Costs    

   
 Employee costs (including payments to Executive Directors) 

during the year comprised:    
 Wages and salaries 840,956  564,752 

Social security costs 44,897  25,771 
 Superannuation and pension contributions 99,563  63,244 

  Fair value of options issued to employees 4,401,737  20,000 
    
 5,387,153  673,767 

   
 Number  Number 

Average number of persons employed (full time 
equivalents):    
 Administration 3.2  2.3 
 Exploration 6.1  4.6 

   
 9.3  6.9 
 



  
NOTES TO THE ACCOUNTS  

 

 
Ophir Energy Company Limited Page 42 
2006 Annual Report 

 GROUP 
 
 

YEAR ENDING 
30 JUNE 2006  YEAR ENDING 

30 JUNE 2005 
 £  £ 

   
5. Directors’ remuneration and transactions:    

   
(a) Aggregate remuneration    
 Directors’ emoluments 287,545  409,473 
 Contribution to pension plans and superannuation funds 25,235  27,288 
 Fair value of options issued to Directors  747,711  - 

 1,060,491  436,761 
   

(b) Amounts paid to Director related entities (refer Note 19) 193,927  45,900 
   

(c) Amount paid for highest paid Director    
 Remuneration paid to the highest paid Director (includes 

fair valued options issued of £282,869 and superannuation 
contributions of £13,055) 441,349  149,175 
   

 
6. Tax on loss on ordinary activities:    

   
(a) No provision for taxation has been made in the accounts as 

both the Company and the Group incurred losses during 
the year. 

 Due to the nature of the Group’s exploration activities and 
the long lead times in either developing or otherwise 
realising exploration assets a deferred tax asset has not 
been brought to account as there is not sufficient certainty 
that the profits will be earned in the future.   

 As at 30 June 2006 the Group had an unbooked deferred 
tax asset stated at the corporate tax rate of 30% relating to: 

   

Tax losses 423,127  312,614 
Timing Differences 30,569  147,437 

 453,696  460,051 

The benefits of tax losses not brought to account will be 
obtained only if: 
(i) assessable income is derived of a nature and of amount 

sufficient to enable the benefit from the deductions to be 
realised; 

(ii) conditions for deductibility imposed by the law are complied 
with; and 

(iii) no changes in tax legislation adversely affect the realisation 
of the benefit from the deductions. 
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 GROUP 
 
 
 

YEAR ENDING 
30 JUNE 2006 

£ 

 YEAR ENDING 
30 JUNE 2005 

£ 
 

(b) The prima facie income tax expense on the loss from 
ordinary activities before taxation reconciles to the income 
tax expense as follows: 

   

 Loss from ordinary activities before taxation (7,516,744)  (630,431) 
 Income tax benefit calculated at 30% of the loss before 

taxation (2,255,023) 
 

(189,129) 
   

 Permanent differences:    
 Non-deductible expenditure 160,694  449 
 Share options issued 1,370,570  6,000 
 Expenditure in tax exempt jurisdictions 684,189  - 
 Other permanent differences 46,095  2,886 
   

 Timing Differences    
 Deferred tax asset (recognised)/not brought to account (6,525)  179,794 
 Income tax expense attributable to loss from ordinary 

activities before taxation -  - 
 
 GROUP  COMPANY 
 2006 

£ 
 2005 

£ 
 2006 

£ 
 2005 

£ 
     

7. Intangible fixed assets:        
     

 Capitalised exploration expenditure at the 
beginning of the year 4,524,390  -  25,000  - 

 Less:  Foreign currency translation  (33,086)  -  -  - 
 Exploration expenditure incurred during the 

financial year 59,735,087  4,944,783  -  25,000 
 Acquisition of Rova Energy Corporation 

during the year (Note 9 (b))  34,256  -  -  - 
 Less: Amortisation of right to access 

geological data base (19,838)  -  -  - 
 Less: Exploration expenditure written off 

during the year (1,062,865)  (445,393)  -  - 
 Capitalised exploration expenditure at the 

end of the year 63,177,944  4,499,390  25,000  25,000 
 Right to acquire interest in Rova Energy 

Corporation Limited (Note 19 (c)) -  25,000  -  25,000 
 63,177,944  4,524,390  25,000  50,000 
 
Other than amortisation of the Group’s right to access geological database no amortisation of intangible assets was provided during the year. 
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 GROUP  COMPANY 
 2006 

£ 
 2005 

£ 
 2006 

£ 
 2005 

£ 
     

8. Tangible fixed assets:        
     

 Furniture and equipment:        
 Cost        
 Balance at beginning of year 173,600  54,065  -  - 
 Foreign currency translation  (8,304)  5,704  -  - 
 Additions 100,799  113,831  11,917  - 
 Balance at end of year 266,095  173,600  11,917  - 

     
 Accumulated Depreciation:        
 Balance at beginning of year 26,430  -  -  - 
 Foreign currency translation (1,264)  -  -  - 
 Depreciation charge for the year 49,605  26,430  10  - 
 Balance at end of year 74,771  26,430  10  - 
 Book value:        
 At beginning of year 147,170  54,065  -  - 
 At end of year 191,324  147,170  11,907  - 
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 GROUP  COMPANY 
 2006 

£ 
 2005 

£ 
 2006 

£ 
 2005 

£ 
     

9. Fixed asset investments:        
     

 Subsidiary companies:         
 Shares at cost        
 Balance at beginning of year     5  1 
 Acquisitions     -  4 

 Balance at end of year     5  5 
        
 Non current loads to subsidiaries:        
 Balance at beginning of year     -  - 
 Advances during the year:        
 Ophir Holdings Limited     60,000,000  - 
 Ophir Services Pty Ltd     1,000,000  - 
 Balance at end of year     61,000,000  - 
        
 Total     61,000,005  5 
        
 Provision for diminution of value:        
 Balance at the beginning of the year     -  - 
 Additions     (561,179)  - 
 Balance at end of year     (561,179)  - 
        
 Book Value:        
 At beginning of year     5  1 
 At end of year     60,438,826  5 
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The Parent Company and the Group have investments in the following subsidiary undertakings: 
 
 

COUNTRY OF 
INCORPORATION 

PRINCIPAL 
ACTIVITY 

CLASS OF 
SHARES 

% 
HOLDING 

BOOK VALUE 
OF 

INVESTMENT 
2006 (£) 

 BOOK VALUE 
OF 

INVESTMENT 
2005 (£) 

Subsidiaries of Ophir Energy Company Limited: 

 Ophir Services Pty Ltd Australia Exploration Ordinary 100% 1  1 

 Ophir Holdings Limited Jersey C.I. Exploration Ordinary 100% 4  4 

     5  5 
 
 
 

 COUNTRY OF 
INCORPORATION 

PRINCIPAL 
ACTIVITY 

CLASS OF 
SHARES 

% 
HOLDING 

Subsidiaries of Ophir Holdings Limited:     

 Ophir Gabon (Manga) Limited Jersey C.I. Exploration Ordinary 100% 

 Ophir Gabon (Gnondo) Limited Jersey C.I. Exploration Ordinary 100% 

 Ophir Gabon (Ntsina) Limited Jersey C.I. Exploration Ordinary 100% 

 Ophir Gabon (Mbeli) Limited Jersey C.I. Exploration Ordinary 100% 

 Ophir Tanzania (Block 1) Limited 
(formerly Ophir DRC (Cuvette) Limited) Jersey C.I. Exploration Ordinary 100% 

 Ophir Tanzania (Block 3) Limited Jersey C.I. Exploration Ordinary 100% 

 Ophir Tanzania (Block 4) Limited  Jersey C.I. Exploration Ordinary 100% 

 Ophir Congo (Marine IX) Limited Jersey C.I. Exploration Ordinary 100% 

 Ophir Equatorial Guinea Holdings Limited  Jersey C.I. Exploration Ordinary 100% 

 Rova Energy Corporation Limited(1) UK Exploration Ordinary 75% 

 Ophir JDZ Limited(2) Jersey C.I. Exploration Ordinary 50% 

Subsidiary of Ophir Equatorial Guinea Holdings Limited: 

 Ophir Equatorial Guinea (Block R) Limited 
(formerly Ophir DRC (Coastal) Limited)(3) Jersey C.I. Exploration Ordinary 100% 

Subsidiary of Ophir JDZ Limited: 

 Ophir Energy Company Nigeria (JDZ) Limited Nigeria Exploration Ordinary 100% 
(1)Shares transferred at cost from Ophir Energy Company Limited to Ophir Holdings Limited during the year.    
(2)Control exists over this company as there is a right to acquire the remaining 50% of shares. 
(3)Shares transferred at cost from Ophir Holdings Limited to Ophir Equatorial Guinea Holdings Limited during the year.    
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Acquisition of subsidiary undertakings: 
 
(a) The following companies were incorporated during the year:  
 
 Companies incorporated in Jersey C.I. with an issued share capital of 

10 shares of US$1.00 each. 
Date of Incorporation 

  
 Ophir JDZ Limited 5 August 2005 
 Ophir Congo (Marine IX) Limited 26 October 2005 
 Ophir Tanzania (Block 3) Limited 8 May 2006 
 Ophir Tanzania (Block 4) Limited  8 May 2006 
 Ophir Equatorial Guinea Holdings Limited  16 May 2006 
  
 Company incorporated in Nigeria with an issued share capital of ten 

million ordinary shares of N1.00 (one (1) Naira) each  
 

  
 Ophir Energy Company Nigeria (JDZ) Limited 9 December 2005 
 
(b) Acquisition of Rova Energy Corporation Limited ("Rova"): 
 

On 5 October 2004 the Company entered into an Asset Purchase Agreement with Mvelaphanda to 
acquire certain exploration interests.  Pursuant to the Agreement, on 6 September 2005, Mvelaphanda 
transferred its 75% interest in Rova to the Company.  These interests were subsequently transferred by 
the Company, at cost, to Ophir Holdings Limited.  As at the date of acquisition Rova did not have any 
material assets or liabilities. 

 
   GROUP  COMPANY 
 2006 

£ 
 2005 

£ 
 2006 

£ 
 2005 

£ 
     

10. Other fixed assets:        
 Security deposits 690,193  30,828  660,840  - 

     
11. Debtors:        

     
 Amounts falling due within one (1) year:        
 Other debtors 169,349  59,009  92,153  14,623 
 Amounts owing by subsidiary undertakings -  -  744,582  5,907,663 
 Less:  Provisions for diminution -  -  -  (686,032) 
 Deposit under share purchase agreement 

(Note 17(c)) 40,540,545  -  40,540,545  - 
 40,709,894  59,009  41,377,280  5,236,254 

     
12. Creditors:        
 Amounts falling due within one (1) year:        
 Trade creditors 1,055,582  826,280  33,740  10,580 
 Other creditors 70,665  51,704  17,595  11,630 
 Accruals 2,583,999  66,081  111,000  55,000 
  3,710,246  944,065  162,335  77,210 
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   GROUP  COMPANY 
 2006 

£ 
 2005 

£ 
 2006 

£ 
 2005 

£ 
 

13. Creditors:        
 Amounts falling after more than one (1) 

year:        
 Convertible bond 38,367,133  -  38,367,133  - 
        

On 19 May 2006 the Company issued a two (2) year zero coupon redeemable convertible bond maturing on 
18 May 2008.  
 
The bond is mandatorily convertible into ordinary shares in the Company on admission of all or any of the 
ordinary share capital to the official list of a stock exchange. In the event that the Company has not gained 
admission to a stock exchange by 18 May 2008, the bond shall, on that date at the option of the bondholder, 
be converted into 5,415,369 ordinary shares or be redeemed at face value of £49,821,394.  
 
The number of shares to be issued on mandatory conversion will be determined on the date of listing of the 
Company’s ordinary shares (prorated as applicable), up to a total of 4,673,524 ordinary shares if listing occurs 
within 12 months of the date of issue and up to a total of 5,415,369 ordinary shares if listing occurs within 24 
months:   
 
The bond ranks equally with all other present and future direct subordinated and secured creditors.  
 
The Company has secured the performance of the bondholder to a major bank (that provided the underlying 
finance to the bondholder) in the form of a security interest over the shares held by the Company in Ophir 
Holdings Limited and the shares held by Ophir Equatorial Guinea Holdings Limited in Ophir Equatorial Guinea 
(Block R) Limited.  
 
The granting of the security interest, which amounts to the giving of financial assistance to the bondholder in 
relation to the acquisition of shares in the Company under the Companies Act, was unanimously approved by 
the shareholders of the Company at an Extraordinary General Meeting held on 9 June 2006. 
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   GROUP  COMPANY 
 2006 

£ 
 2005 

£ 
 2006 

£ 
 2005 

£ 
 
14. Called up share capital:        
        
 (a) Authorised:        
  100,000,000 ordinary shares of 1p 

 each  1,000,000  1,000,000  1,000,000  1,000,000 
 
 (b)  Called up, allotted and fully paid:        
  30,294,946 ordinary shares of 1p 

 each (2005:  19,806,000) 302,950  198,060  302,950  198,060 
 

The following shares were allotted during the year: 
 

(i) 621,475 shares, on 25 August 2005, at a price of £3.25 per share relating to a rights issue announced on 
8 July 2005.   

(ii) 1,055,000 shares at price of £3.25 per share on completion of the rights issue on 24 November 2005.   
(iii) 304,125 shares at par on exercise of options granted to Executive Directors, their associates and 

management as part of the rights issue on 24 November 2005. 
(iv) 16,765 shares, on 24 November 2005, to Montrose Partners at price of £3.25 per share as remuneration 

for services in arranging the rights issue announced on 8 July 2005. 
(v) 40,000 Shares at a price of £3.25 per share to the Company’s representatives in Gabon and Nigeria as 

compensation for services on 24 November 2005. 
(vi) 2,525,000 shares at price of £8.00 per share to investors on 31 March 2006.    
(vii) Placement of 750,000 shares at a price of £8.00 per share per on 31 April 2006. 
(viii) 270,000 shares at par on exercise of options granted to employees under the Company’s Foundation 

Incentive Scheme. 
(ix) Placement of 4,906,581 shares, on 31 May 2006, at price of £9.20 per share to partially finance the 

acquisition of oil and gas interests in Kazakhstan and to provide working capital.  (Refer note 17(c))  
(c) Options on shares: 
 
 Issues of Options are accounted for in accordance with UITF 17.  Options are valued at their intrinsic value on 

the date of grant, brought to account and credited to reserves in the option premium reserve.  (Refer Note 15.)  
 

On 12 May 2004 the Directors resolved to establish an employee incentive option scheme known as the Ophir 
Energy Company Limited Foundation Incentive Scheme.  A total of 360,000 options were issued during 2004 
and 2005 and the remaining pool of 1,090,000 options to acquire ordinary shares in the Company at a price of 
1p per share were allocated to eligible employees on 24 November 2005 on termination of the scheme.  A 
total of 270,000 options were exercised by employees during the year.   

 
 On 5 April 2006 the Board resolved to establish the Ophir Energy Company Limited 2006 Share Option Plan 

and on 30 May 2006 a total of 525,000 options to acquire shares at a price of £8.00 per share were granted to 
employees.  The options vest in two (2) equal tranches over two (2) years.   

 
 On 1 June 2006 Montrose Partners were granted 115,250 options to acquire ordinary shares in the Company 
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at a price of 1p per share as remuneration for services in arranging the capital raising completed in March and 
April 2006.  The option is only exercisable if and when either of the following conditions of exercise have been 
satisfied: 

 
(i)  the Company receives an offer for sale above £9.20 per share; or  
(ii) the Company appoints a broker before the end of 2007 to assist in a public offer of shares in the Company. 

   
(d) Options outstanding at 30 June 2006: 
 
 As at 30 June 2006 the following options were outstanding: 
 

(i) 1,180,000 (30 June 2005: 350,000) employee options under the Ophir Energy Company Foundation 
Incentive Scheme to acquire ordinary shares at a price of 1p per share;   

(ii) 1,000,000 (30 June 2005: 1,000,000) options held by Montrose Partners and its associates to acquire 
shares at 1p per share at any time after 21 April 2004 until 15 February 2014 pursuant to a service 
agreement;  

(iii) 115,250 (30 June 2005: nil) options held by Montrose Partners to acquire shares at 1p per share at any 
time within three (3) years from the date of grant subject to the satisfaction of the performance condition 
referred to above; 

(iv) 500,000 (30 June 2005: 300,000) options issued to SBM Holdings Limited to acquire ordinary shares at 
£2.00 per share at any time on or before 29 June 2007 pursuant to a Consultancy Agreement; and 

(v) 525,000 employee options under the Ophir Energy Company Limited 2006 Option plan to acquire 
ordinary shares at a price of £8.00 per share. 
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 GROUP  COMPANY 

 2006 
£ 

 2005 
£ 

 2006 
£ 

 2005 
£ 

        
15. Reserves:        
        
 Share premium account:        
        
 Balance at beginning of year 5,945,940  -  5,945,940  - 
 Capital raising costs (2,080,983)  -  (2,080,983)  - 
 Premium on issue of shares 77,859,792  5,945,940  77,859,792  5,945,940 
 Balance at end of year 81,724,749  5,945,940  81,724,749  5,945,940 
        
 Option premium reserve:        
        
 Balance at beginning of year 20,000  20,000  20,000  20,000 
 Issue of options during the year 4,754,048  -  4,754,048  - 
 Balance at end of year 4,774,048  20,000  4,774,048  20,000 
        
 Convertible bond:        
 Issue of convertible bonds  360,341  -  360,341  - 
        
        
 Translation reserve:        
        
 Balance at beginning of year (30,635)  -  -  - 
 Translation gain/(loss) for the year 1,840,347  (30,635)  -  - 
 Balance at end of year 1,809,712  (30,635)  -  -- 
        
 Profit and Loss account:        
 Balance at beginning of year (857,934)  (227,503)  (878,095)  (263,999) 
 Loss for the year (7,514,670)  (630,431)  (5,247,151)  (614,096) 
 Balance at end of year (8,372,604)  (857,934)  (6,125,246)  (878,095) 
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 2006 
£ 

 2005 
£ 

 2006 
£ 

 2005 
£ 

        
16. Reconciliation of movement in 

Consolidated Shareholders’ Funds:    
   

Opening shareholders’ funds/(deficit) 5,275,431  (192,003) 5,285,905  (228,499) 
Loss for financial year (7,514,670)  (630,431) (5,247,151)  (614,096) 
Issue of Options 4,754,048  20,000 4,754,048  20,000 
Convertible bond issue 360,341  - 360,341  - 
Foreign exchange translation 1,840,347  (30,635) -  - 
New share capital issues   75,883,699  6,108,500 75,883,699  6,108,500 
Closing Shareholders’ Funds 80,599,196  5,275,431 81,036,842  5,285,905 

 
17. Expenditure commitments:        
        

(a) Lease Commitments:        
 At 30 June 2006 the Group was 

committed to making the 
following payments during the 
next 12 months in respect of 
operating leases over land and 
buildings. 

       

 Leases with termination dates 
of: 

       

 Longer than one (1) year but no 
longer  than two (2) years 121,206  -  -  - 

 Longer than two (2) years but 
not longer  than five (5) years 146,852  259,647  -  - 

 268,058  259,647  -  - 
       
 (b) Exploration expenditure commitments:       
 Due within one (1) year 1,992,552  1,580,091  -  - 
 Due later than one (1) year but 

within two (2) years  
 

1,387,123 
  

692,751 
 -   

- 
 Due later than two (2) years but 

within five (5) years 17,111,647  -  -  - 
 20,491,322  2,272,842  -  - 
 

 In acquiring its oil and gas interests the Group has pledged that various work programmes will be 
undertaken on each permit/interest.  The exploration commitments above are an estimate of the cost of 
performing these work programmes. 
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 (c) Other commitments 
 
 On 31 May Ophir signed a Sale & Purchase Agreement ("SPA") to acquire the whole of the share capital 

of a company that is sole participant in an oil and gas project in Kazakhstan.  
 
 The Company has made an initial payment of US$75 million to acquire 100% of the share capital of the 

company concerned and is currently undertaking due diligence on the project.  At the completion of the 
due diligence period the Company may elect to put the shares back to the vendors and demand 
repayment of the US$75 million.  If the vendors fail to repay the US$75 million Ophir will retain the shares 
for no further consideration. 

 
 If the Company is satisfied with the results of its due diligence the following additional payments will be 

made: 
 

(a) a second US$75 million in ordinary shares at £9.20 per share; 
(b) a further US$15 million in ordinary shares at £9.20 per share if certain commercial thresholds are 

satisfied; 
(c) a final payment calculated at a rate of US$4.00 per barrel of proved and probable reserves of oil 

above 37.5 MMbbl (such reserves to be determined by an independent expert who will prepare a 
Competent Persons Report ("CPR") using London Stock Exchange ("LSE") guidelines and Securities 
and Exchange Commission ("SEC") standards).   

 
  Provided that the total consideration payable will not exceed US$432 million. 
 
  Transfer of the shares in the company concerned is subject to consents of various Governmental 

departments of the Republic of Kazakhstan.  As of 30 June 2006 these consents had not been obtained 
and the shares had not been transferred to the Company. 

 
18. Subsequent Events:  

 
On 19 June 2006 the Company and the Government of Tanzania signed Production Sharing Agreements over 
offshore Blocks 3 and 4.  As at 30 June 2006 the PSAs were awaiting ratification by the Government of the 
Republic of Tanzania.  Eash PSA carries a minimum expenditure commitment of £2,478,000 over a four-year 
period. 
 
In August 2006 the Company commenced the acquisition of 2,650km of 2D seismic data in Blocks 3 and 4. 

 



  
NOTES TO THE ACCOUNTS  

 

 
Ophir Energy Company Limited Page 54 
2006 Annual Report 

 
 GROUP  COMPANY 

 2006 
£ 
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£ 

 2006 
£ 

 2005 
£ 

        
19. Related Party transactions:         
        

(a)  Loans from Directors and Director 
Related Entities:        

  Balance at beginning of year -  380,850  -  228,500 
  Advances -  47,622  -  - 
  Repayments -  (428,472)  -  (228,500) 
  Balance at end of year -  -  -  - 
   Interest Paid -  3,437  -  3,437 

 
Loans from Directors and Director related entities related to advances of funds by Dr A Stein, Dr P Dolan, 
Mr J Taylor and FIL Resources Limited to establish the Company and to provide initial working capital prior 
to the completion of a capital raising during the previous financial year.  All related party loans were repaid 
by 30 June 2005.   
 
During the nine (9) months from July 2005 to March 2006 the Company provided serviced office facilities 
on commercial terms to Neon Exploration Limited, a company controlled by Dr A Stein and Dr P Dolan at 
A$4,400 (£3,290) per month.  A total of £9,731 remained outstanding at 30 June 2006 
 
Other transactions with the Directors of the Group are disclosed in Note 5. 
 

 (b) Payments to Director Related entities: 
 
 The Company made payments on normal commercial terms totalling £93,927 to Dolan & Associates Limited, a 

company associated with Dr P Dolan for the provision of the services of Dr Dolan and serviced office facilities 
in the United Kingdom under a consultancy agreement. 

 
 The Company made payments of £100,000 to Mvelaphanda under an Exclusivity Agreement signed in October 

2005.  The Agreement provides, inter alia, for the provided of the services of Mr Sexwale as Non Executive 
Chairman of the Company. 

 
 (c) Exclusivity Agreement and Acquisition of Exploration Interests: 

 
In October 2004 the Company signed an Asset Purchase Agreement with Mvelaphanda to acquire certain 
assets, including a 75% shareholding in Rova.  
  
The transaction was completed on 5 October 2005 on which date Rova became a subsidiary of the 
Company.  (Refer note 9.) 
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20. Financial Instruments 
  
 Strategy and Objectives 
 
 The Group’s financial instruments comprise cash and liquid resources, and various items, such as trade 

debtors and trade creditors that arise directly from its operations.  The main purpose of these financial 
instruments is to provide finance for the Group’s operations. 

 
 The Group has not entered into any derivatives transactions to date. 
 
 The main risks arising from the Group’s financial instruments are foreign currency risk and interest rate risk. 
 
 The Group has taken advantage of the exemption available to exclude short term debtors and creditors from 

this disclosure. 
 
 During the year the Company issued a two (2) year zero coupon redeemable convertible bond maturing on 

18 May 2008.  Refer Note 13. 
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