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Appendix 3B

New issue announcement

Rule 2.7, 3.10.3, 3.10.4, 3.10.5

Appendix 3B

New issue announcement,
application for quotation of additional securities

and agreement

Information or documents not available now must be given to ASX as soon as available. Information and
documents given to ASX become ASX'’s property and may be made public.

Introduced 1/7/96. Origin: Appendix 5. Amended 1/7/98, 1/9/99, 1/7/2000, 30/9/2001, 11/3/2002,1/1/2003.

Name of entity

Southern Pacific Petroleum N.L.

ABN

36 008 460 366

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections (attach sheets if there is not enough space).

1

*Class of *securities issued or to be
1ssued

Number of *securities issued or to
be issued (if known) or maximum
number which may be issued

Principal terms of the *securities (eg,
if options, exercise price and expiry
date; if partly paid *securities, the
amount outstanding and due dates
for payment; if “*convertible
securities, the conversion price and
dates for conversion)

Fully paid ordinary shares

30,783

Securities are fully paid ordinary shares and
have all the rights attaching to ordinary shares.

+ See chapter 19 for defined terms.
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Appendix 3B
New issue announcement

4 Do the *securities rank equally in all | Yes
respects from the date of allotment
with an existing *class of quoted
*securities?

If the additional securities do not

rank equally, please state:

e the date from which they do

e the extent to which they
participate for the next dividend,
(in the case of a trust,
distribution) or interest payment

e the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

Full participation from 20/01/2003 for 2,664
Full participation from 18/03/2003 for 28,119

5  Issue price or consideration These shares are issued pursuant to a Scheme
of Arrangement between SPP & CPM. Under
the Scheme, shareholders of CPM are entitled
to receive 2.664 fully paid ordinary shares in
SPP for every one of their fully paid ordinary
shares in CPM. CPM shareholders who
previously elected to defer from converting to
SPP shares are able to convert their holding
into SPP shares at this same ratio. The SPP
share price on the dates of conversion to SPP
shares was $0.20 on 20/01/03 and $0.19 on
18/03/03 '

6  Purpose of the issue The shares are issued to CPM shareholders
(If issued as consideration for the | that have lodged a request to convert their CPM
acquisition of assets, clearly identify | shareholding to SPP shares. These CPM
those assets) shareholders had previously elected to defer

converting their shareholding to SPP shares

pursuant to a Scheme of Arrangement between

SPP and CPM, as described above.

7 Dates of entering *securities into | 20/01/2003 for 2,664
uncertificated holdings or despatch | 18/03/2003 for 28,119

of certificates
Number +Class
8 Number and “*class of all | 406,285,673 Ordinary Fully Paid
*securities quoted on ASX | ‘
(including the securities in clause 2 | 2,562,747 Ordinary Shares paid to 10
if applicable) cents
27,575,998 Options expiring on
19/11/2004 (Exercise price
of $0.55).

+ See chapter 19 for defined terms.
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Appendix 3B

New issue announcement

10

Part 2 - Bonus issue or pro rata issue
Not Bonus or Pro Rata Issue

11

12

13

14

15

16

17

Number

*Class

Number and “*class of all
*securities not quoted on ASX
(including the securities in clause 2
if applicable)

28,824,385
22,906,002

246,304

4,550,000

12,500,000

12,331,656

14

Equity Participation
Shares paid to 1 cent
Equity Participation
Shares paid to 0.375
cents

Ordinary Shares paid
to 40.616 cents (9.384
cents unpaid)

Convertible Unsecured
Notes at $3.30 per
note

Options expiring on
20/04/2006 (Exercise
price of $1.25)

Options expiring on
20/04/2006 (Exercise
price of $1.2669)

Guarantee Facility
Options over
maximum 26,907,932
fully paid ordinary
shares

Dividend policy (in the case of a
trust, distribution policy) on the
increased capital (interests)

Full participation from date of allotment.

Is security holder approval
required?

Is the issue renounceable or non-
renounceable?

Ratio in which the *securities will
be offered

*Class of *securities to which the
offer relates

*Record date to  determine

entitlements

Will holdings on different registers
(or subregisters) be aggregated for
calculating entitlements?

Policy for deciding entitlements in

relation to fractions

+ See chapter 19 for defined terms.
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Appendix 3B
New issue announcement

18

19

20

21

22

23

24

25

26

27

28
29

30

31

Names of countries in which the
entity has *security holders who
will not be sent new issue
documents

Note: Security holders must be told how their
entitlements are to be dealt with.

Cross reference: rule 7.7.

Closing date for receipt of
acceptances or renunciations

Names of any underwriters

Amount of any underwriting fee or
commission

Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

Amount of any handling fee payable
to brokers who lodge acceptances
or renunciations on behalf of
*security holders

If the issue is contingent on
*security holders’ approval, the date
of the meeting

Date entitlement and acceptance
form and prospectus or Product
Disclosure Statement will be sent to
persons entitled

If the entity has issued options, and
the terms entitle option holders to
participate on exercise, the date on
which notices will be sent to option
holders

Date rights trading will begin (if
applicable)

Date rights trading will end (if
applicable)

How do *security holders sell their
entitlements in ful/ through a
broker?

How do *security holders sell part
of their entitlements through a
broker and accept for the balance?

[

L

+ See chapter 19 for defined terms.
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Appendix 3B
. New issue announcement

32 How do *security holders dispose of
their entitlements (except by sale
through a broker)?

33 *Despatch date [

Part 3 - Quotation of securities

You need only complete this section if you are applying for quotation of securities

34 Type of securities
(tick one)

(a) X Securities described in Part 1

(b) All other securities

Example: restricted securities at the end of the escrowed period, partly paid securities that become fully paid, employee
incentive share securities when restriction ends, securities issued on expiry or conversion of convertible securities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities No New Class of Securites

Tick to indicate you are providing the information or
documents

35 D If the *securities are *equity securities, the names of the 20 largest holders of the
additional *securities, and the number and percentage of additional *securities held by
those holders

36 D If the *securities are ‘*equity securities, a distribution schedule of the additional
*securities setting out the number of holders in the categories
1-1,000
1,001 - 5,000
5,001 - 10,000
10,001 - 100,000
100,001 and over

37 l:l A copy of any trust deed for the additional *securities

Entities that have ticked box 34(b)

38 Number of securities for which
*quotation is sought

39 Class of “*securities for which
quotation is sought

+ See chapter 19 for defined terms.
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Appendix 3B
New issue announcement

40

41

42

Do the *securities rank equally in all
respects from the date of allotment
with an existing *class of quoted
*securities?

If the additional securities do not
rank equally, please state:
s the date from which they do

e the extent to which they

participate for the next dividend,
(in the «case of a trust,
distribution) or interest payment
» the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

Reason for request for quotation
now

Example: In the case of restricted securities, end of
restriction period

(if issued wupon conversion of

another security, clearly identify that

other security)

Number and *class of all *securities
quoted on ASX (including the
securities in clause 38)

Number

+Class |

+ See chapter 19 for defined terms.
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Appendix 3B
New issue announcement

Quotation agreement
*Quotation of our additional *securities is in ASX’s absolute discretion. ASX may

quote the *securities on any conditions it decides.

1

Sign here

Print name:

We warrant the following to ASX.

The issue of the *securities to be quoted complies with the law and is not
for an illegal purpose.

There is no reason why those *securities should not be granted *quotation.

An offer of the *securities for sale within 12 months after their issue will
not require disclosure under section 707(3) or section 1012C(6) of the

Corporations Act.

Note: An entity may need to obtain appropriate warranties from subscribers for the securities in order to
be able to give this warranty

Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any *securities to be quoted and
that no-one has any right to return any *securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we
request that the *securities be quoted.

We warrant that if confirmation is required under section 1017F of the
Corporations Act in relation to the *securities to be quoted, it has been
provided at the time that we request that the *securities be quoted.

If we are a trust, we warrant that no person has the right to return the
*securities to be quoted under section 1019B of the Corporations Act at the
time that we request that the *securities be quoted.

We will indemnify ASX to the fullest extent permitted by law in respect of any
claim, action or expense arising from or connected with any breach of the

warranties in this agreement.

We give ASX the information and documents required by this form. If any
information or document not available now, will give it to ASX before *quotation
of the *securities begins. We acknowledge that ASX is relying on the information
and documents. We warrant that they are (will be) true and complete.

. //’% Date: ..2 April 2003

..............................................................

(Director/Company secretary)
V H Kuss

i
|
I
ii

+ See chapter 19 for defined terms.
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C P M Southern Pacific Petroleum N.L.
ABN 38 008 460 366

Level 11 Riverside Centre
123 Eagle Street Brisbans Qid 4000 Australia

Chairman Mr Campbell Anderson
PO Box 7101 Riverside Centre

Brisbane Qid 4001 Australia

Phone: 617 3237 6600
Facsimile: 617 3237 6700
Email: info@sppcpm.com
Website: www.sppcpm.com

14 April 2003

Company Announcement

INVESTOR ENSURES FUNDING FOR FURTHER DEVELOPMENT OF STUART OIL
SHALE PROJECT

Southern Pacific Petroleum N.L. (SPP) has secured a funding package with the potential to provide up to
A$51 million in new funds. These funds will be provided in three tranches through Sandefer Capital
Partners (Sandefer), by issuing 5 year, zero coupon Secured Convertible Bonds convertible into SPP
ordinary shares at A$0.12 per share.

SPP Chairman Campbell Anderson said, “The Board is pleased to announce that SPP has attracted funding
from a major, active energy investor who has conducted extensive due diligence and shares our vision for
developing the Company’s extensive oil shale resources. We believe this funding package, which is subject
to shareholder approvals, will meet the critical capital investment and working capital needs of the Stuart Oil
Shale Project in 2003 and 2004 - both to expand Stage 1 production and to undertake the next phase of
development work on Stage 2.

“The Board of Directors of SPP are unanimous in recommending this funding proposal, which will be put to
shareholders for approval at an Extraordinary General Meeting, expected to be held in Brisbane in the latter
part of May 2003.”

Execution of formal documents is expected this week. The transaction will require Australian stock
exchange approvals, as well as fulfilment of other legal formalities.

Sandefer, the manager of an A$850 million United States-based private energy investment fund focusing on
direct investment in long-life energy assets, has committed to this funding plan following five months of
comprehensive review and completion of due diligence on SPP in general and the Stuart Project in
particular.

Jeff Sandefer, President of Sandefer Capital Partners, said, “SPP is an ideal investment. It’s a logical union.
Both companies are focused on developing significant world-class oil producing resources. We see SPP as
an ideal long-term investment — it is a proven operator with a demonstrated technology to develop its huge
oil shale resources.”

“That is why we are also willing, if necessary, to consider leading the core financing for construction of the
Stage 2 commercial facility, with or without the involvement of an industry joint venture partner.”

Sandefer’s decision to become involved in the Stuart development validates conclusions reached in
independent, third-party assessments by a number of leading energy experts, including Worley, Purvin &
Gertz and the Ross Smith Energy Group. Each confirms the merits of commercial development of Stuart
based on the further development and utilisation of the Alberta Taciuk Processor (ATP) technology.



Stuart Stage 1 Capital Upgrade

The A$360 million Stuart Stage 1 technology demonstration facility near Gladstone, Queensland, currently
producing between 2,500 and 3,000 batrels of oil products per stream day, has proven the ATP technology at
industrial scale and the viability of producing oil from shale, paving the way towards commercial production
of high-grade oil products from SPP’s extensive 17 billion barrel resource base in Australia.

During 2002, the Stuart Stage 1 technology demonstration facility achieved progressively longer production
runs, set records for monthly and annual oil production, and developed markets for its consistently high
quality oil products. In addition, SPP continués to improve its position in regards to environmental
regulatory standards and industry best practices and is developing, in conjunction with regulators, new
standards of care with respect to emissions from the Stage 1 facility.

The proposed funding package will enable the completion of the Stage 1 capital improvement program that
is targeted to achieve significantly increased production and cash flow in 2004 and 2005 and a stronger base

from which to negotiate industry joint venture partnerships.

Developing Stuart Stage 2 for Investment

Increased production and cash flow from Stage 1 will strengthen SPP’s financial position and provide a firm
foundation on which to advance the proposed Stage 2 commercial facility. The financing can accommodate
the next phase of development work on Stage 2 in concert with obtaining the necessary environmental and

other regulatory approvals, which are well progressed.
While this financing provides funds for the Stage 1 upgrades and the next phase of Stage 2 development
work, Sandefer also has the capacity to arrange funding for all or part of the A$600 million required for
Stage 2, with or without an industry joint venture partner.

Shareholder Approvals

This funding package will require SPP shareholder approval, since it will involve significant changes in
SPP’s shareholdings. Sandefer will have the potential to move to an ownership position of 42% of the
Company (after allowing for the potential future issue of 150 million shares to convert existing Convertible

Notes and/or repay any existing debt).

In recognition of their level of investment in the Company, Sandefer will be entitled to appoint one Director
to the Board of SPP while the Convertible Bonds are outstanding. Upon the exchange of any Convertible
Bonds into SPP ordinary shares, Sandefer will be entitled to appoint Directors to the Board of SPP

commensurate with its ownership of the Company.

Shareholders' support of the funding plan is vital to the progressive development of the Stuart project and the
realisation of value from the Company’s immense oil resource base.

The proposed funding package provides the opportunity to move forward with the development of a
nationally significant industry, which should both realise the existing potential for shareholders and also
secure a long-term sustainable source of oil for Australia.

Lo

Campbell Anderson
Chairman

For more information, please contact:
Rob Gibb

Phone: (07) 3237 6630

Mobile: 0417 607 707



SANDEFER CAPITAL PARTNERS, L.P.

INFORMATION SHEET

Who is Sandefer?

Sandefer Capital Partners, L.P. (Sandefer) is the manager of an A$850 million
private equity fund, based in Austin, Texas and focused exclusively on the energy
industry. Since its inception in 1998, Sandefer has realised an IRR of 54% to its
investors. Sandefer has delivered such exceptional returns by following a patient,
contrarian strategy of investing in quality out-of-favour assets with long producing
lives.

Who are the people behind it?

Jeff Sandefer - Founder and President, has over twenty-five years of experience

in the energy industry as an operator and investor. He has a solid track record of

building successful energy companies, most notably Sandefer Offshore, an oil and
gas company he founded in 1986. He has served as a director of Anadarko
Petroleum, is Chaixma.n of the Acton Institute and Vice-Chairman of the National
Review Institute, and is a director of a number of other charitable and civic
groups. He teaches Entrepreneurship at Rice University in Houston. Mr Sandefer
has a degree in Petroleum Engineering from the University of Texas and an MBA
from the Harvard Business School.

George Lindahl III - Managing Director, joined Sandefer in 2002. Mr. Lindahl
has over thirty-five years of experience in the oil and gas industry and has served
as Vice Chairman of the Board at Anadarko Petroleum and CEO and Chairman at
Union Pacific Resources (UPR). Mr. Lindah! has a degree in Geology from the
University of Alabama, with graduate studies at Tulane and the Harvard Business
School.

In addition to Messrs. Sandefer and Lindahl, Sandefer enjoys the services of more
than a dozen full time professionals and has established relationships with a full
complement of leading financial and technical service providers throughout the
United States.

Investor Profile

Sandefer attracts patient, knowledgeable investors who understand the cyclical
nature of the energy industry. These investors, who include some of the largest
institutions, charitable trusts and wealthy families in the United States, embrace
Sandefer’s long-term investment perspective and willingness to invest in out-of-
favour energy assets with long-lived production streams.



What are its achievements?

In addition to its 54% realised return on invested capital to date, Sandefer has
invested in or committed to over A$300 million of equity to six new projects in
2002 and so far in 2003.

Sandefer invests in the development of long-life energy assets. Typical Sandefer
investments are focused on producing oil and gas properties with the potential for
significant follow-on development. Sandefer prefers engineering risks to
geological risks and seeks proven management teams and entrepreneurs with
specific technical expertise in a given area. Sandefer always invests alongside
skilled entrepreneurs and proven operators and excels at structuring investments
so as to align the interests of all parties.

Current Sandefer investments are in the areas of:

» Acquisition and development of conventional onshore oil and gas.
» Perpetual minerals and overriding royalty acquisitions

> Gre‘e.nﬁéld developmeni of ﬁﬂédﬁvéﬂﬁomal gas (coeAll’bed> methaﬁe ke.ln;:i'
fractured shale)

Why is Sandefer interested in making this investment?

Sandefer is attracted to the development of oil shales, coal bed methane, fractured
shales and other unconventional hydrocarbon projects because of their potential to
deliver large quantities of hydrocarbons for long periods of time.

SPP is especially attractive because its resource is so immense and its
management team has shown the ability to overcome adversity and meet difficult

operating goals.

Sandefer sees an investment in SPP as an ideal marriage between a patient,
knowledgeable investor with an exceptionally long investment horizon and a
proven operator seeking financial certainty to ensure development of its world-
class oil producing resource.

What does Sandefer add to the Company?

In each of its investments, Sandefer delivers not only access to capital, but
outstanding business, financial, and technical expertise and access to established
public and private energy capital markets. Specifically with respect to SPP,
Sandefer is proposing to provide sufficient funds to complete the upgrade of the
Stuart Stage 1 plant and to support the next phase of development work for Stuart
Stage 2. In addition, Sandefer has the capacity to fund all or part of the A$600
million required for the Stage 2 facility, either with its existing partners or through
a Stuart joint venture with third parties, thus reducing substantially any market
uncertainty about SPP’s capacity to achieve commercial development of Stuart.
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SPP/CPM
35" Annual General Meeting

Stamford Plaza Hotel, Brisbane .
16 April 2003

CHAIRMAN’S ADDRESS

Welcome to this, the 35th AGM of Southern Pacific Petroleum.

I would firstly like to introduce the Board of Directors to you. .My name is Campbell Anderson and
I am Chairman of the Company. At the far end of the stage.is the Company's previous Technical
Director,.but now non-executive Director, Bruce Wright, and moving to his left are three of our
other non-executive Directors, Brian Davidson, Nick Stump and Dee Parkinson-Marcoux who is
again over from Canada to join us for the meeting. To Dee's left is our Managing Director, Jim
McFarland, then our Executive Director, Vic Kuss, and beside Vic is Andrew Knox, who is here

from our law firm, Allens Arthur Robinson, to keep us all on the legal straight and narrow.

We have an apblogy from Norton Belknap who, in light of continuous activity. in recent days in the

- US,is in.New York and therefore unable to join us.

" One gaping hole in the Board lineup has been created by the untimely death of John Val Browning.
Val, who was well known to many of you passed away a few weeks ago after. a distressing, albeit
mercifully short, illness. Val, who was in the very best sense of the expression a gentle-man, was
always thoughtful and possessed great insight and judgment on challenging issues. His wise
counsel is much missed by all Board members. I, unfortunately, had the pleasure of knowing Val
for only a very short time, but he was deeply involved with the development of the Company with
our Founder, Sir ITan McFarlane, for more than 33 years and I have asked Sir Ian to say a few words
about Val and the contribution he has made to the Company. Sir Ian has agreed to do this and will

do so at the end of this meeting.
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Since we last met at the 2002 AGM, much has happened in, and to, the Company. We have
successfully bedded down the merger with our now'sﬁbsidiary con{pariy, Central Pacific Minerals.

This has simplified both the operations and understanding of the Company.

At the time of the last meeting a major issue was the marketing problems we encountered. after a
Greenpeace campaign to stop local refiners taking our product. With the assistance of the Federal
Government's willingness to extend the excise rebate to our naphtha production, whether or not it is
sold into the domestic market), we overcame this problem. It is- worth noting that, although the
extension of the exéise»t'o-expOrt product was critical in breaking the impasse that we -confronted, all
of our naphtha has in fact been sold into the local market and it was pleasing to note that Mobil was

able to switch our product to their Melbourne refinery following their recent.closure at Adelaide. ~

Another major milestone was:reached with the release in September of the.Company's Greenhouse
Gas Strategy. This strategy, which was independently reviewed by CSIRO and eﬁdorsed by the
Federal Government, clearly showed the path whereby oil can be. producéd:from-shale.in a
commercial plant at a net greenhouse gas intensity 5% lower than'that of average ‘Australian
produced oil. This approach incorporates the planting of a vast number of trees on a scale never
previously undertaken and, because this would constitute permanent reforestation and not be
planted for'subsequent plantation harvesting, there is considerable discretion to locate the plantings
where they are most needed to combat environmental degradation. These plantings, which are fully
costed in the economics of a commetcial oil from shale plant; should become @ project of national

significance in itself.

In saying that such an extensive tree planting program, in a country with large tracts of land being
impacted by salination and erosion, should, in its own right, be a project of national significance in

addition to the national importance of the oil from shale project itself.
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With energy issues having been very much in the forefront of international economic consideration,
the Federal Government is undertaking a major energy policy review and the potential reserves of
more than 20 billion barrels of oil in the Queensland shale resources should play a major role in

such a review,

This last year has also seen significant technical and operational advances at the Stuart Stage 1 plant
and in his report Jim McFarland will shortly give you some details on these advances, together with

‘comments on the progress of our application for appreval of the Stuart Stage 2 Environmental

~ - Impact Study.

- Until the last few days, our greatest difficulties lay in raising the necessary finance to fund our
* ‘developments. ‘We have for some time had an identified need for significant capital expenditure on
the program to upgrade Stage 1 to the point where it is cash- flow ‘positive and we also require
funding to progress the Stage 2 development.
During 2002 we were able to raise some $32 million through loan guarantee facilities provided by
"Val Browning and two other investors in the United Sates. However, shareholders bwil'l be aware
- that the rights issue at the end of the year in which we targeted a raising of in excess of $40 million
“ secured only slightly in excess of $10 million. Since that outcome we have been having discussions

with a number of potential investors which discussions led to the announcement earlier this week of

the Sandefer financing package.

What [ propose to do is to. now hand over the podium to Jim McFarland who will report on the
year's activities and bring us up to date on the Company's current operational and financial position,
after which I will return to give more details on the Sandefer financing which will include showing

a short video with comments from Jeff Sandefer.
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000

Thank you Jim.

I would now like to make a few comments about the Sandefer financing package, after which we
will move to the resolution to receive the Financial Statements during consideration of which there

. will be an opportunity for shareholders to ask questions on all the issues raised so far today. .: -

As all will know, since Suncor's withdrawal from our joint venture two.years ago, the Company has
made major operational and technical advances at the Stuart plant, but raising the necessary capital

to maintain this progress has been challenging. Notwithstanding general recognition of our

. advances — which have been confirmed .Bywav number of independerit and leading indus_t-rysg:onsultérit. o

rreports — there has been a lingering concern — ever since Suncor's withdrawal ~ that there was.some
fatal flaw, some reason why-oil could not be economically extracted from Queensland's-shales in an
environmentally responsible manner. All of our work has confirméd that:there is no.such fatal flaw,

but investors have not been convinced.

- So it was with great satisfaction that earlier this week we announced -that:the progress-we have
made and the great potential.that oil shale development in Australia represents has been recognised
by a highly regarded and, well funded US investor group,, experienced in the energy industry, and

they have recognised this in a most tangible way. ; ‘ x

Subject only to FIRB, our own shareholders' approval and other customary conditions, Sandefer

affiliates have committed to invest US$20 million, or more relevantly A$34 million, with potential

follow-on investment of a further A$17 million over the next two years.
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It was only after more than 'S months of detailed technical, operational and other due diligence that
Sandefer made this commitment and it is pleasing to note that-after such an extensive review, they

share both our confidence and our view of the strategic way forward for the Company.

The details of the financing with Sandefer were made available to you as you arrived at the meeting
(and if you do not already have this there are copies available at the back of the room). I don't

intend to go through the details line by line, but rather just touch upon what I believe are the main

points.

Firstly, I should say: that the $51 million should enable us to complete the full upgrading of our
- Stage-1 plant to bring it to design capacity and positive cash flow. It will also enable us to progress
the Stage 2 developfnent while we continue to seek appropriate joint venture partners for such a

commercial development and indeed, the further developments to follow.

In this respect, the Sandefer involvement will not only give the Company the necessary; financial
stability to pursue such joint venturers, but the Sandefer group has the credibility and the
relationships with a number of large US independent oil companies and energy financing-groups
who will be pursued with Sandefer's support. Furthermore, Sandefer's involvement should help us
. in negotiating any future financing as the group has expressed willingness to assist the company in

arranging such financing as well as having a significant economic interest in its successful outcome.

Insofar as the details of this current financing are concerned, the Sandefer investments will be in
five year Secured, but non- interest bearing, Convertible Bonds, convertible at Sandefer's option
into SPP ordinary shares at 12 cents per share. The level of ownership available to Sandefer will
depend upon the number of new shares the Company will need to issue to effect the redemption or
conversion of our existing A$30 million issue of 2004 Convertible Notes, but on the assumption

that 150 million shares (at an effective price of 20 cents per SPP share) are issued for the
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Convertible Notes, Sandefer would be able to convert the -A$51 million-of bonds he will likely
acquire into approximately 42%-of the Company, .not including -any interest already held by

affiliates of Sandefer. .

In summary, although the Board would have wished that the pricing of this financing could more
-accurately reflect the underlying value: of the Company, the reality is that the pricing of any such
financing would be market related and it is our misfortune to be needing investment at this time

when the financial markets in general and the SPP share price in particular are weak.

But what this financing does mean is that the Company now has the financial capacity to complete
" the work which has long been identified as necessary to upgrade performance and reliability of

S;cage- 1 and prbgress Stage 2 of our oil from shale projé(:t;

We will now show a short video including some comments by Jeff Sandefer, the principal of
Sandefer Capital Partners who have brought together the investors:for this transaction. SIS

P

~[video] - - S S g
- Thank you and-I would now.ask a shareholder to move Resolution 1 "That we receive and:consider

the Financial -Statements- of ‘the Company -and the reports of the Directors and Auditors for the

financial year ended 31 December 2002".
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SPP/CPM .
" 35" Annual General Meeting
_Stamford Plaza Hotel, Brisbane
16 April 2003

MANAGING DIRECTOR’S ADDRESS

. Thank you Mr Chairman and good morning ladies and gentlemen.

SLIDE #1 — STUART STAGE 1 PLANT

It’s my pleasure to report to you on our operational and financial progress over the past year

and our future prospects.

In our first full year as 100% operator and owner of the Stuart Project, 2002 was one of the
most challenging years for the Company. We ,achieved‘a nulﬁber of hérd-wdn milestones in
- operational and environmental performance. Most importantly, we can now confidently
declare that the ATP technology has been proven.at industrial scale and is: ready - for
commercial application.
" It:is.clear-to all who have examined our performance in detail, that we have progressed
farther than any other aspiring producer of:oil from shale. : We are treading on new ground.
Independent oil shale experts believe that we have at least a five-year lead on any potential

competitors. ..

The progress we achieved in 2002 came at a price and required the injection of $42 million in
new capital into the Company to fund net operating costs at Stuart and other ‘necessary

corporate expenditures.

To succeed in our vision of becoming the world leader in oil shale mining and production, we
recognise that we need to decisively underpin the business with new support from industrial
companies and the financial community. I can assure you that this is our top priority. We
will be creative and flexible in taking best advantage of the huge resource base we control

and the technology and know-how we have developed to attract this needed support.
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Despite the enormous progress we have made, many people still question our credibility to
get to commercial scale, judging by the price of our shares which are at levels not seen since

the late 1980’s.

Against this backdrop then, we are especially pleased .to have attracted the attention of a
sophisticated US based energy investor in the Sandefer Group who have offered to fund our
business plan to advance to'commercial*development at Stuart.  The Chairman will speak to

you in detail about this financial opportunity following my operational and financial review.

SLIDE #2 — 2002 ACCOMPLISHMENTS -

I would like to turn first to a brief overview of our key achievements in 2002.

i ln eéﬂy >2h002.,v .thAc-a;mve.rgér with Central Paciﬁ;: Miﬁéréls Qés cblﬁpiete;d; With the pre-v-iousl-y-
associated company now being a controlled subsidiary. ‘The merger has greatly simplified the
analysis of the Company and has reduced administration costs.: -

Despite very difficult financial market conditions, we were successful in raising $42 million
of new capital in 2002. This.included $32 million in loan -guarantee facilities.in the first half
.-0f 2002 and $10 million from a rights offering:and a private placement in.the fourth quarter.

LS S S S L B S

At Stuart we achieved marked improvements in safety and environmental performance. .-

*" The Stuart operation had no employee or contractor lost time injuries in 2002, although six
medical treatment injuries were experienced. Our goal remains to prevent all injuries.. We
also had a blemish free record with respect to environmental violations-or citations. During
the year, the new Environment, Health and Safety Committee of the Board took an active role

in reviewing systems and practices and monitoring performance.
In terms of operational performance, we achieved record-breaking oil production of 324,000

barrels, up 39% from 2001. As of today, we have surpassed the 720,000 barrel cumulative

production milestone.
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Oil product sales tripled in 2002 to 391,000 barrels which generated-$20 million in revenue.

Turning to environmental performance;, we have not wavered from our commitment to
provide clean energy, in a way that is economically, socially and -environmentally
- sustainable. - This objective drives our program on Stage 1 and our planning for commercial

- development.

 Throughout 2002, we demonstrated our ability to control plant air emissions to well below
regulatory limits. - Not satisfied” with compliance only, 'we -are continuing to search for

feasible ways to achieve further improvements.

' We continuedto engage with our neighbours to resolve a range .of community issues. The
~'Stuart Facilitation. Working Group has maintained its role in overseeing the completion of the

*Independent Health Study, which should be completed by mid 2003.

- In recognition of the significant industrial growth underway. in the Gladstone region, the State
- Government in’ December 2002 approved the Targinnie extension of the Gladstone State
Development Area, adjacent to the Stuart Project. The government is currently negotiating
- ~the purchase of properties with owners who have indicated a desire to sell: For those who:do
not want to sell at this time, there is a provision to retain ownership for five years afier which

time the government may consider compulsory acquisition of the property.

While this move by the government has not been welcomed by all residents in the Targinnie
area, it has removed a level of uncertainty with respect to the government’s plan that has

. prevailed for somie time.

In September 2002, we released an innovative plan that fully addresses concerns about
greenhouse gas emissions. The plan was independently reviewed by CSIRO and endorsed by
- the Federal Government. It aims at insuring we achieve a net greenhouse gas intensity that is
lower than conventional oil, based on a full fuel cycle analysis of oil produced from a large

scale commercial plant.
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Our greenhouse gas mitigation plan includes the co-development of renewable bioethanol
production from woody biomass to capitalise on synergies with the process used to produce

oil from shale.. It.will also involve the development of major tree plantations td sequester

. carbon as well as to enhance biodiversity and mitigate salinity of the land. The proprietary

knowledge we have gained on carbon sequestration from our current plantation activities near
Gladstone has been important in achieving a cost effective greenhouse gas mitigation plan.
As a measure of this, we project carbon sequestration costs in central Queensland of

approximately US$3.50/tonne of carbon dioxide which is about one-tenth: to one-third.of the

rrange of benchmark costs widely discussed in international policy making. . -1

S

In the past year, two independent assessments have confirmed the ground breakiﬁg progress

. achieved-at the Stuart Project and the merits of commercial development utilising the ATP

.

.technology.. Purvin & Gertz, a leading international firm of petroleum consultants and:the

Ross Smith Energy Group, a'leading independent energy-research firm in-North ‘America,

both concluded that oil can be produced from shale in a commercial scale plant at a cost of

. less.than US$9 per barrel. This cost includes both operating and capital costs, and at.this
. level,- is_clearly . competitive - with . full cycle conventional oil preduction .costs.. .. Both
. independent assessments also confirmed that the economics.and environmental aspects: of oil
- “shale development compare favourably with the very successful Canadian;ail sands:industry,

. the best analogy for oil shale development. ... -~ . o o ey s e

S Do S s Lo T e e Srowe b :

SLIDE #3 — 2003 GOALS ~ . « .- S VL s e e

Turning to our goals and priorities for 2003, our top priority is.to attract new industry
partners and strategic financial investors to underpin our growth plan.
| L

The Sandefer Group, which is proposing a $51 million investment in SPP, is a sophisticated
energy investor that has. done its homework on SPP and the oil shale business opportunity.
We believe their involvement as. a strategic financial investor will improve our prospects in
attracting an industrial partner. We will therefore be redoubling our efforts to attract joint
venture partners, particularly in Asia where the most interest has been shown. We will also

be pursuing a new group of US independent oil companies that we believe will see the

Sandefer investment as a reason to stand up and take notice.
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The level of funding proposed by Sandefer will:-enable us to progress the two major

operational goals we have set for 2003. -

The first is to initiate the Stage 1 capital improvement program which for the most part, has
been in abeyance for-the past year for-lack of funding. The total cost of this program is
estimated to be $25 million which we would plan to initiate in June and complete by the end
of 2004. The objective of this program is to achieve an attractive economic return by
increasing production and cash flow to levels that exceed break-even. The economics of the
‘program-benefit from the capture of the excise tax rebate, which is available through 2005
- under current legislation. By upgrading Stage 1 we are able to showcase, to prospective joint
“ venttire' partners, an operating facility that pays its way, and: in the process, increase the

know-how in our organisation that can be applied to commercial development.

‘The second operational goal at Stuart is to advance the next phase of the. development work

* on’the proposed Stage 2 commercial project. The total costs to complete the regulatory

-+ process, purchase surface land rights and carry-out the necessary engineering work to provide

- a.definitive cost estimate are-projected to be approximately $3¢ million.. This investment will
~ ‘be staged contingent on' our progress in improving Stage-! performance and in achieving the

necessary regulatory approvals on Stage 2.

" SLIDE #4 ~ STUART STAGE 1 PRODUCTION - -

Turning to a more detailed description of results in 2002, total oil .production for the year was
324,000 barrels. The single biggest factor contributing to the 39% increase in production in
2002 compared to 2001 was an increase in plant availability, or the percentage of the time the

plant is producing oil, from 26% to 41%.

First quarter 2003 production totalled 111,000 barrels. - During the quarter, we completed the
longest production run to date of 56 days. This run began on 13 December 2002 and ended
on 25 February 2003, producing 149,000 barrels of oil.

At the completion of the last production run on 25 February 2003, the plant entered a planned

shutdown which was completed on 8 April.
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The shutdown was-six weeks in length and was designed-to complete a number of planned
improvements targeting increased plant reliability.  In addition, increasingly comprehensive
inspection and monitoring programs identified preventative maintenance requirements that
.were not scheduled when the shutdown began. The plant resumed production on 8 April and
is -currently producing 2,500, to 3,000 barrels of oil per day. Our target is to extend this
current production run into late June.

. The current outlook for 2003 annual production is 600,000 barrels.. This has been reduced
. ‘from- the range of 650,000 — 700,000 barrels identified in the Annual Report in order to
provide an allowance for. additional shutdown time to implement the initial phases of the
" capital improvement program, assuming sharcholder approval of the Sandefer financing

proposal.

- In summary, we made significant headway in improving‘ Stage 1 production performance in
2002. '“I-i;wé\;er,r\r’ve fully acknowledge tﬁat _wc fell short of our té:.l‘ééfto achieve. operqﬁhg |
- . cash flow breakeven. . That was a major disappointment. -As a result, available. funds,at the

. end of 2001 -and new capital raised in 2002 needed to be directed primarily to funding net
- operating costs, thereby requiring the deferment of the capital improvement program. .This in

turn has delayed our ability to improve plant performance. =« . - o e

Since Suncor exited the project in April 2001, we have not had sufficient contingent
resources to fund both a slower ramp-up: in. production as well, as.increased capital
requirements to improve plant performance. That’s why the current fundraising proposal is
. so important. - It gives us the capacity to pursue:the capital improvement »prograin as a top

" priority. - - . o

Over the past four years, we have gained an unequalled wealth of knowledge and experience
in producing oil from shale. Through that experience we have identified, with a high degree
of certainty, the specific steps required to improve Stage 1 performance to levels that can

achieve both project and corporate cash flow breakeven in 2004 and 2005, respectively. -

Applying that experience to retrofits in Stage 1 will also pay big dividends in verifying an

. improved set of design standards and basic practices that will be incorporated in Stage 2.
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SLIDE #5 — STUART STAGE 1 PERFORMANCE - -

© There are a number of key operating measures that illu'strate our proéress in Stage 1.
Cumulative productlon surpassed 703,000 barrels at the end of the first quarter and as of
today stands at approx:mately 720, 000 barrels. The steep ramp-up in productron has

occurred since SPP took over operation of the Project in 2001.

We have 1ncreased the length of productlon runs from the very short 1ength of one to five

’ days in 1999 and 2000 up to 56 days in our last run,

Other plant perforrnance parameters have been 1ncreasmg to levels that are now approachlng

:ongmal p]ant desrgn

‘ Shale processmg rates have been tested up 1o 210 tonnes per hour or 84% of the design. rate
of 250 tonnes per hour ~We have not sustained these rates because high odour levels would
| be produced from the shale dryer Replacement of the current rotary dryer w1th a hlgh
capacity, low odour, fluidised bed dryer will be a key element of the Stage 1 capital

improvement program.
L D S o 4 '

Associated oil”production rates have been tested for several days as high.as 3,000 barrels per

day compared to the design rate of 4,500 barrels per stream day.

Plant oil vield, as a percent of the Modified Fischer Assay (MFA), which'is a measure of the
grade of the shale, has achieved levels of up to 82% compared to the design level of 92%.

o

Plant availability remains the biggest challenge, with a level of 41% being achieved in 2002
compared to the design target of 85%.

"The capital improvement program on Stage 1 will target all of these key operating

parameters, with the objective to achieve plant design levels by 2005.
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" *prices in the quarter.

SLIDE #6 — OIL PRODUCT MARKETS -

Turning to oil product markets we achieved a breakthrough in July 2002 with the signing of
an exclusive, mult1 -year contract with Mobil Oil Australia for all of our ultra-low sulphur
naphtha. The new naphtha contract complements sale arrangements that have been in place
since 2001 for our light fuel oil productron all of which is being shipped to.the Singapore

fuel 011 market.

In 2002 and early 2003, all of our naphtha was delivered to Mob11 8, Adelalde reﬂnery (Pt.
-Stanvac) However, the last shrpment in March was delivered to the1r Melboume refinery
(Altona). On 9 April, Mobil announced the closure of their Adelalde ref nery due to poor
refinery margins but were qulck to advise that it will be “business as usual” for our naphtha
shipments which w1ll now be bound for Melbourne. There is some bonus assocrated w1th this

change in the form of savings in shipping costs due to the shorter sarlmg time.

In 2002, oil sales totalled ‘391 ,000 barrels, yreldmg $20 mrlhon in revenues at a blended

- plant gate price of A$51 per barrel aﬁer all shlpprng costs and 1nclud1ng the excise tax

" rebate.

T

In the first quarter of 2003, oil sales totalled 151,000 barrels which*generated $11 million in
revenue. The blended plant gate price of A$70 per barrel reflected strong world crude oil

R

. SLIDE #7 — CORPORATE CASH FLOW.

Quarterly corporate cash flow in 2002 fluctuated considerably, as a function of the timing of

. oil shipments.

For the full year 2002, net revenues from oil sales after all shipping and storage costs were
$20 million.l These costs included $4.5 million in one-time naphtha storage and handling
costs that were required prior to the breakthrough naphtha contract with Mobil Oil Australia.
Total costs in 2002 were $70 million, including $48 million in operating and capital costs on
Stage 1. Other net corporate costs were $22 million including $3.7 million in interest costs

and $3.7 million on Stage 2 regulatory and feasibility studies.
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In the fourth quarter of 2002, discretionary Stage 2 expenditures and other corporate costs
were reduced to a minimum and the.organisation downsized to conserve cash for Stage 1 and
the pursuit of joint venture partners and additional: fundraising. This coincided with the

completion of the critical regulatory work on the Stage 2 EIS process.
The total'cash burn in 2002 was therefore $50 million.

~ In the first quarter of 2003, oil sales revenues were $11 million. Total costs were $17 million
of ;which $14 million were operating costs at Stage 1 and $3 million were net corporate costs.
' » Stage 1 operatlng costs were hlgher in the quarter due to increased maintenance and

| rellablhty costs aimed at achlevmg hlgher production through the remainder of the year.
Although operating cash ﬂow breakeven has not yet been achieved on Stage 1, net cash

“ voutﬂow on Stage 1 was reduced to $3 million in the first quarter of 2003 a 51gmf icant

lxmprovement over the average quarterly outﬂow of $7 mllhon in 2002

SLIDE #8 - CORPORATE CASH RESERVES

Tumning to cash reserves, we started the year 2002 with $18 million in available funds.

Through the course of the year, we raised $42 million in new capital which together with
other cash reserves, funded net costs of $50 million in the year. We ended the year with $10

million in cash reserves.

In the first quarter of 2003, our net costs were $6 million, which reduced available cash
reserves to $4 million. On a proforma basis, available funds at the end of March 2003 were
effectively increased to $9 million with the inclusion of $4 million in accounts receivable
associated with oil sales and an additional $1 million from the projected proceeds of oil

product inventories.

Subject to shareholder approval in May, the Sandefer financing proposal would provide up to

$51 million in new funds of which $34 million would be available following the shareholder

meeting.
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This financing will fund Stage 1 upgrades and working capital requirements as a first priority.
- It will also enable a start on the next phase of development work on Stage 2 depending both

- on the progress of Stage 1 and the Stage 2 regulatory approval process.

The Stage 1 capital improvement program is projected to cost up to $25 million in 2003 and
2004. Stage 2 capital requirements for development work up to the point of, financial close

are estimated to be $30 million.

Recogmsmg that addrtronal caprtal wxll be requrred to complete all of the Stage 2
development work, efforts will be redoubled to attract industrial Jomt venture partners to
participate in completing the development work on Stage 2 and m advancmg the Stage 2

project to completion.

In summary, 2002 was a year of great challenge for the Company and contmued strong
- -progress at Stuart. The hard work and unwavenng commrtment of the entrre SPP team -
enabled us to surmount obstacles that stymled many oil shale developers in the. past " We
have no illusions about the operational and financial challenges we have in front of us.

However, we remain confident that these challenges can be overcome and we can unlock

5 ' -

value from the extraordinary opportunities the Company has before it

Thank yon. |
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2003 Goals

Attract new industry partners and strategic financial
investors

Initiate Stuart Stage 1 upgrade program to achieve
positive operating cash flow in 2004/2005

Advance next phase of Stuart Stage 2 development work

16/04/03

Stuart 3’3‘@@@ 1 Production
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. Stuart 33%%%9;@”@ Performance

Achieved Potential

ale rate (t/hr) 210 250

ate (bpsd) 3,000 4,500
1 Joilyield (%MFA) - 82 92 -
. |Plant availability (annual %) 41 85

2000 zoo'1
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Sales 2002 2003

‘LFO (kbbls) 144 63
; ULSN (kbbls) 247 88 ;
. Revenues (ASM) - 20 "1
{ Excise (A$M) .o 13
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Chairman Mr Campbell Anderson

16 April, 2003

The Manager

Company Announcements
Australian Stock Exchange
20 Bond Street

SYDNEY NSW 2000

~ Dear SirlMadam

RE: Southern Pacific Petroleum N.L.

Southern Pacific Petroleum N.L.
A.C.N. 008 ¢80 366

Level 11 Riverside Centre
123 Eagle Street Brisbane Qid 4000
Australia

PO Box 7101 Riverside Centre
Brisbane Qld 4001 Australia

Phone: 617 3237 6600
Facsimile: 61 7 3237 6700
Email: info@sppcpm.com

In accordance with Listing Rule 3.13.2 please find detailed below the total number of proxies

received in relation to the resolution and the result of the resolution:

1. To receive and consider the Financial Statements of the Company and the reports of the

Directors and Auditors for the financial year ended 31% December 2002

For: 74,245,206
Against: 525,167
Abstained: ' 3,033,440
Discretionary: 32,226,973

The resolution was passed unanimously on a show of hands.

2. That Bruce C Wright who retires by rotation in accordance with the Constitution and, being

eligible, offers himself for re-election

For: 73,094,057
Against: 4,337,620
Abstained: 372,136
Discretionary: 32,226,973

The resolution was passed unanimously on a show of hands.

3. That Victor H Kuss who retires by rotation in accordance with the Constitution and, being eligible,

offers himself for re-election

For: 73,039,720
Against: 4,361,717
Abstained: 372,376
Discretionary: 32,226,973

The resolution was passed unanimously on a show of hands.



. That Brian Davidson who rétires by rotation in. accordance W|th the Const|tut|on and, being
- eligible, offers himself for re-election’ < .

For: 73,813,439
Against: 3,597,998
Abstained: 372,376 -
Discretionary: 32,246,973

The resolution was passed unanimously on a show of hands.

. That John Val Browning, being 77 years of age, be re-appointed as a Director of the Company, to
- hold office until the conclusion of the next Annual General Meeting

For: 73,338,505

Against: 3,938,093
Abstained: 401,119
Discretionary: 32,353,069

This resolution was withdrawn following Mr Browning's passing away.

. That Norton Belknap, being 77 years of age, be re-appointed as a Director of the Company, to
hold office untnl the conc!usuon of the next Annual General Meetlng

[ For oo o 76,188,517
Against: 1,181,054
Abstained: 394,342
Discretionary: 32,296,873

The resolution was passed unanimously on a show of hands.

That in accordance with ASX Listing Rules 7 1, 7 4 and 7.5 the members of the Company ratify
the issue of 5,767,042 fully ‘paid shares and 5 767:042 options to acquire fully paid ordinary
' shares detans of wh|ch are set outin Sectlon 1 of the Explanatory Memorandum

‘-For. S 73,190, 729
~Against - o . . 42820918
Abstained: 296,035
Discretionary: 30,449,139

The resolution was passed on a show of hande.

That in accordance with ASX Listing Rules 7.1, 7.4 and 7.5 the members of the -Company ratify
the issue of options to Mr Malcolm G Chace details of WhICh are set out in Sectlon 2 of the

Explanatory Memorandum.

For: © 75,327,801 S <
Against: : 2,132,117 .
Abstained: 351,155

Discretionary: 30,439,399

The resolution was passed on a show of hands.
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ABN 38 008 460 356

Level 11 Riverside Centre
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Chairman Mr Campbell Anderson : SRR .
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- ‘ o anbane Qid 4001 Australia

Phone: 61 7 3237 6600
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Website: WWW.Sppcpm.com

17 April, 2003

Company Announcement

SANDEFER FINANCING PACKAGE

Southern Pacific Petroleum N.L. (SPP) is pleased to advise that the formal documentation for the funding
package announced on 14 April 2003 has now been executed. Funding will be provided in up to three
tranches by SCP Koala Partners, a partnership managed by an entity managed by an affiliate of Sandefer
Capital Partners LP ("Sandefer"), through the issue of 5 year, zero coupon Secured Convertible Bonds
convertible into SPP ordinary shares at A$0.12 per share. Investment advice in relatlon to the transactxon
was provided to SPP by COSCO Capital Management LLC.

Sandefer is_the manager of and investment advisor to certain institutional and private investors with respect
to energy markets. Sandefer currently manages and advises several United States-based private energy
investment funds which focus on direct investment in long-life energy assets and which have investments
(funded and committed to be funded) of approximately A$300 million. Institutional and other private
investors for which Sandefer invests funds have indicated an interest in committing (but have no obligation
to commit) up to an additional A$550 million to the private energy market, subject to Sandefer identifying
attractive investment opportunities consistent with Sandefer's investment philosophy.

Once Stage 2 has advanced to the bankable feasibility point, Sandefer has indicated that it is willing, if
requested, to consider leading SPP’s efforts to finance the construction of the Stage 2 commercial facility.
These efforts could involve either Sandefer’s existing investors or other investors depending on the extent of
the financial commitment being considered and the attractiveness of the investment opportunity to such
investors. Any proposal will be subject to approval by the Company.

The transaction will require Australian Stock Exchange and Foreign Investment Review Board approvals, as
well as fulfilment of other legal formalities. The Board of Directors of SPP are unanimous in recommending
this funding proposal, which will be put to shareholders for approval at an Extraordinary General Meeting,
expected to be held in Brisbane in the latter part of May 2003.

Attached is a revised Sandefer Financing Information Package reflecting the financial structure in the
agreements.

y o/

James D Mcklarland
Managing Director

For more information, please contact:
Rob Gibb

Phone: (07) 3237 6630

Mobile: 0417 607 707
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INFORMATION SHEET
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1

OVERVIEW

: As part of a. worldw1de search for straterglc investors, SPP began dzscussmns with Sandefer
~ Capital Partners LP (“Sandefer”) in late 2002. Followmg five months of techmcal due diligence
on SPP’s operations and prospects, Sandefer advised that certain funds advised by it were
interested in 001151der1ng a substantial financial investment in the Company.

SPP set as its goal a substantial financing package of at least A$50 m1lhon Wthh provided for
Stage I upgrades and general working capital, and a way forward for oil shale development with
advancement of the next phase of Stage 2 development work at Stuart. .

Investment&l’ricin‘g » L S L

[

: Sandefer mdlcated that 1t was prepared to procure the prov1s1on of A$51 nnlhon of 1nvestment by

staged’ 1nvestment (3 Tranches) in the 'form of 5 year, zero coupon secured Convertible Bonds
at a conversion price of A$0.12 per share. SCP Koala Partners is managed and will act by SCP
’ Koala DE LLC of whrch an afﬁhate of Sandefer w1ll be the managmg dlrector ‘

The transaction - WIL require shareholder Austrahan Stock Exchange and Forelgn Investment
Review Board approvals, as well as fulfillment of customary conditions.

Staged Tranches

Tranche 1 - Sandefer has agreed to procure the investment of A$34 million upon closing
primarily to fund Stage 1 upgrades and general working capital.

Tranches 2 and 3 - To ensure that SPP has sufficient funds to complete the upgrading of Stage 1
and the next phase 0f development work on Stage 2; SPP will have the right for two years after
the Tranche 1 investment, and subject to achieving certain agreed performance targets, to require
SCP Koala Partners to invest an additional A$17 million in Convertible Bonds in two Tranches
of A$8.5 million each. Alternatively, SCP Koala Partners will have the option to invest up to
A$17 million in Convertible Bonds at any time within the two-year period. Either of these
alternatives (or a combination of each) would take SCP Koala Partners' total investment to A$51

million.
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9. That in accordance with ASX Listing Rules 7.1, 7.4 and 7.5 the members of the Company ratify
the issue of options to Mr Whittemore and the Whittemore ‘Trust Entity, details of which are set
out in Section 3 of the Explanatory Memorandum.

\ For: 75,295,053 - .-
‘ 4 Against: 2,231,905

; Abstained: 344,115

\ Discretionary: 30,439,399

The resolution was passed ona show of hands

10. That in accordance wrth ASX Llstlng Rules 7 1,74 and 7.5 the members of the Company ratify
the issue of 985,509 Equity Participation Shares on 29 May 2002, details of whrch are set out in
Section 4 of the Explanatory Memorandum. -

4 For: 73,074,762
v Against: 4,381,799
L Abstained: 346,415

Discretionary: - . 30,446,559 -

The resolution was passed ona show of hands

11\ That in accordance wrth ASX Lastrng Rules 7. 1 7 4 and 7.5 the members of the Company ratify
‘ the. issue of 175,225 Equity Participation Shares.on 22 November.2002,. deta|ls of:which are set .
‘aut in Section 5 of the Explanatory Memorandum ‘

N

Far 72,793,558= ‘

Against: 4,634,134

Absfained: a0 347,021 e v A e e
D,scretronary 30 446 559

o T s

The reso.utron was passed unammously ona show cf hands

12. That |n accordance wrth ASX Listing Rule 7.1, the members of the Company authorrze the
Directors to issue up to 1,800,000 fully paid shares and 1,800,000 options to subscribe for fully
paid ordinary shares on terms and condltlons referred to as set out n Sectron 6 of the

Explanatory Mamorandum

For: 73,126,716
Against: -~ 4,335,606
Abstained: ) 312,121
TR v-Drscretronary o 30,446,559

The resolutlon was passed 0'1 a ShOW of hands

13. That in accordance with ASX Listing Rule 7.1, the members of the Company authorise the
Directors to issue Option C to M Malcolm Chace and/or his Associates on terms and conditions

referred to as set out in Section 7 of the Explanatory Memorandum.

For: 75,271,248
Against: 2,127,410
Abstained: _ 383,115
Discretionary: 30,439,399

The resolution was passed on a show of hands.
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14. That in accordancé‘with ASX Listing Rule 7.1, the members of the Company authorise the
Directors to issue'Op'gibn C to Mr Frederick B Whittemore and/or his Associates on terms and
conditions referred to as set out in Section 8§ of the Explanatory Memorandum.

For: 75,255,128 \
Against: ‘ 2,161,990
 Abstained: ' 364,755 o ' )
Discretionary: 30,439,399 /
I3

The resolution was passed unanimously on a show of hands. . . . o

Yours faithfully : . .
SOUTHERN PACIFIC PETROLEUM NL

T Al

V. H: kués S ,
Secretary o R .




Ownership

SCP Koala Partners' potential percentage sharcholding in SPP will depend upon whether the
options for Tranches 2 and 3 are exercised, whether SCP Koala Partners exercises conversion to
SPP shares, and the extent to which existing Convertible Notes and/or Guarantee Facilities are
redeemed for cash or converted: into, ordinary shares. On the assumption that the Tranche 2 and 3
options are exercised and the existing Convertible Notes are redeemed prior to their maturity in
December 2004 in effective exchange for 150 million SPP shares, SCP Koala Partners would be
able to convert its Convertible Bonds into an approximate 42% ownership of the Company,
excluding an existing interest already owned by related entities. If no additional shares are issued
by SPP, then SCP Koala Partners would be able to convert its Convertible Bonds into an
approximate 49% (53% including existing related entity holdings) ownership of the Company.

In recognition of this significant new investment in the Company, it has been agreed that' SCP
Koala Partners would be entitled to appoint one Director to the Board of SPP while the
- Convertible.Bonds  are outstanding.. When the Convertible Bonds are exchanged for ~ordinary
SPP. shares SCP. Koala -Partners will be entitled to appomt Drrectors to the Board of SPP
commensurate with its. ownershlp of the Company W -

Gy

' S,ec'nred’i(\loniv'ert'il‘)le Bonds (ffBonds’5) - $52l_iniuion face value for$51 trni‘llion._ investment :

To be issued in 3 Tranches:‘

Tranche 1: Secured Convertible Bonds with a face value of A$35 niillion to be issued at a
discounted price of A$97,143 per A$100,000 Bond to raise a net $34 million. ;The discount
reflects’ allowances for closmg costs and legal fees. The Tranche l Bonds w1ll be issued
‘ 1mmed1ately followmg shareholder approval and satrsfactlon of necessary legal formahtles

" Tranches 2 and 3: To ensure that Spp has sufﬁcrent funds to complete the upgradmg of

Stage 1 and the next phase of development work on Stage 2, SPP will have the right for two

. years after the Tranche 1 investment, and subject.to achieving certain agreed performance

“targets, o require SCP Koala Partners to invest an addmonal A$17 million in Convertible
Bonds in two Tranches of A$8.5 million each.

e Tranche 2 target: The Stage 1 plant is continuing to progress and the Stage 2 EIS is
_approved. ‘ o » .

e Tranche 3 target: The Stage 1 plant has achieved sustalnable breakeven operatrng
cash flow and there are no material 1mped1ments to Stage 2.

Alternatrvely, SCP Koala Partners Wlll have the optton to invest up to A$17 million in

_ "Convertible Bonds at any time within the two- -year period. Either of these alternatives (or a
~ combination of each) would take SCP Koala Partners' total investment to A$51 million.
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Anti-dilution

It is a condition cf the bonds.that new debt is not raised in order to redeem’ the existing
Convertible Notes. Therefore, unless there is an. injection of suffi¢ient new funds, for example,
as part of a future joint venture agreement it w111 be necessary to effect such redemptlon through
the issue of SPP ordinary shares. . = S

If more than 150 million additional shares are. issued for such: redemption or conversion (or for
repaymg existing Guarantee Facilities), then SPP-will increase the number of shares issued upon
conversion of its Bonds is entitled in order to ensure that SCP Koala Partners' ownership level
remains the same had only 150 million shares been issued for these purposes. It should be noted
that the Company has not, as yet, made- any demsron nor any proposal thh respect to this matter.

SCP Koala Partners Ownershlp Levels - Example

Should SCP Koala Partners take and convert all A$52 mllhon of Bonds and’ assurmng the issue of
150 m11110n additional shares to redeem existing Convertrble Notes, the tollowmg ownershrp
structure would result: S e

o ASM | Noof Shares | % | L
Tranche1,2&3 | 52.0 433 333 160' 42.11%
Bonds (face value)| .. S £ :
.. | Additional Shares® : T 150000000 “'14.58 B
- | Existing Shares®. |- 445806949 4332 || ¢
1,029,140,109 | 100.00

Total

(1) Excluding existing Sandefer associated holdings 13,762,852 shares.

(2) Assumes the issue of 150 million SPP shares to repay monies owing to
existing Convertible Note holders (or Guarantee Facility holders), which is
the maximum which may occur without the Sandefer anti-dilution
mechanisms being triggered if ordinary shares are issued in full or partial
satisfaction of these amounts owed (see comment above).

(3) Includes all SPP fully paid, contributing shares and Equity Participation
Shares (EPS) where the market price {$0.18) is greater than the unpaid
amounts. Also assumes all deferred CPM securities have been exchanged
for SPP securities whose market price ($0.18) is greater than unpaid
accounts.

(4) Based on the current share capital of SPP and assuming no additional
shares of any nature whatsoever are issued by SPP, then SCP Koala would
be able to convert its Secured Convertible Bonds into an approximate
49.29% (53.25% including existing related entity holdings) ownership of
SPP.
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Additional Capital

If, after Tranche 1, and prior to .1 August. 2005, SPP seeks to raise additional capital (e.g., to
complete Stage 2 development), up-to an aggregate:limit of A$51 million' (excluding the funds
raised from Sandefer through the issue of Secured Convertible Bonds or the issue of securities to
satisfy or raise funds to satisfy the Existing Notes and Guarantee Facilities), then SCP Koala
Partners has the opportunity on terms no less favourable than those _proposed for the capital
raising to acquire shares or rights to acquire shares at'the same price ‘and terms of such offering.
SCP Koala Partners' option to part1c1pate will be hmlted to tne number of shares necessary to
maintain its ownershlp level. S : ' 2

‘However, any capltal ralsmg beyond the A$51 mllhon aggregate limit (excludmg the funds raised
from SCP Koala Partners through the issue of Secured Convertible Bonds or the issue of
securities to satisfy or raise funds to satisfy the Existing Notes and Guarantee- Facﬂltles) during
that period will require a Special Resolution of Shareholders (with a 75% majority required).
~ This additional approval is to provide shareholders, and in particular SCP-Koala Partners (should

it decrde to convert all ,or part of its Bonds into equity), the opportumty to decrde on any

significant capital raising in the next two years.

3 Year Hold on Trading =~ , .

Other than if SPP is in default of this agreement or in a takeover situation, SCP Koala Partners
will not sell, transfer, or otherwise dlspose of its mterest in any Secured Convertible Bond (other
than by exercising the option to convert to SPP shares) or any SPP share issued on conversion of
any Secured Convertrble Bond for three years followmg the. extraordmary general meeting that
considers these matters. -

¢
P

17 April, 2003
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= EXPLANATORY-MEMORANDUM-TO-SHAREHOLDERS-CONCERNING
- ‘HE-EXTRAORDINARY-GENERAIL-MEETING:

-~ —————1.——Overview-of-Proposed-Transaction — -
= . — “SPP-has:secured-substantial-funding-that-should-not-only
T bring-Stuart-Stage-1-to-full-production-but-also-advance-the

B next-phase-of-work-on-Stuart-Stage-2.”

Southern=—Pacific-Petroleum-NL=(¢SPPY-has—arranged—a-funding—package—_that-has—the
potentialto-providezup-to-$51—millionzin-newfunds-through-thezissue-of-Secured-Convertible

o rT.. . ———Bondsinthree-tranches:through-Sandefer-Capital-Partners—I=-P—(“Sandefer-CRP%);
- o o ———As-part-of-a-world=wide-search-for-potential-new-investors;=SPP-began-discussions:with-Mr

Sandefer-in-late-2002-—Sandefer--P=is=the-manager-of-and-investment-advisor-to-certain
institutional—and—private—investors—with—respect—to—the—energy—markets—Sandefer—P
currently—manages—and--advises-séveral-United—States-based~private—energy—investment
funds—which—focus—on—direct=investmenit—in—long-life—energy—assets—and—whichi—=have
investments—(funded—and—committed—to—be—funded)—of—approximately—$300—million:
Institutional-and-other-privatecinvestors-for-which-SandeferLP-invests:funds-havecindicated
——— ———an-interestiinc-committing=(but-have:no-obligation-to-commit)-up:to-an-additionalz$550-million
to-the—private—energy—market,=subject=to--Sandefer—I-P—identifying—attractive—investment

developmentwork-on-Stuart-Stage—2-

R Investment-&:Pricing

It-was-proposed-that-this-level-of-investment-be-provided-for-these-new-capital-programs
— (but-not-for-repayment-of-Existing-Debt)-via-a-staged-investment-(3-Franches)-in:the-form-of
5-year;-zero-coupon=Secured-Convertible-Bonds-being-up-to=$51—million;—at-a=conversion
price-of-12-cents-per-share-subjectto-adjustment-as-setoutin:section-2:5(e)-below:

Staged-Tranches

= A—special—purpose—investment-vehicle;:=SEP—Koala—BE-LLC—(*SEP—Koala*j~which=is

managed-by-SE€P-Keala-Manager-LLC=(*Koala-Manager-)-as-general-manager-{for-further
details-see-sections-24—and=2-A-has-committed-te-invest-an-amount-of-$34-million-in-the

P —— first-Tranche-following-SPRP-Shareholderand-othernecessary-approvals-which-funds-are-to
- —————beapplied-to-fund-the-Stage-1—upgrades-and-general-working-capital:

Franche-2-gives-SCP-Kaala-until=1-August-2005-the-optier-and-(subject-to-SPP-and-SCP
Koala=obtaining—independent—verification—that=Stuart—Stage—1—is—progressing—towards
e commercial-viability—and-approval-of-the=Stuart-Stage-2-Environmental=impact=Statement)
- the-obligation—at=SPP!s—option;—to-invest=in—additional=Secured=Convertible_BondsZin=an
- amountzup-to-$8:5-million—Tranche-3-gives-SCP-Koala-until-1-August-2005-a-similar-right;
and=(subject:to-SPP-and-SCP-Koala-obtaining-zindependent-verification-that-Stuart-Stage-1
has-reached-commercial-viability-and=that-satisfactory-progress-is-being-made-as-to-Stuart
Stage=2)-the-abligation-at-SPP's-option—to-investin-additionaF-Secured-Convertible-Bonds
for-an-additional-amount-of-$8-5-million;




Ownership-— = —

~The.Secured-ConvertiblezBonds-will-be-issued_to-SCP-Koala- as-trustee: and manager for

————— - ——SCP:Koala:Rartners:{refer-section-2: 1_)_‘—'_ - g— - ST T

o= = - ———new-sharesc=SPP-may-need:tocissue-toward-redemption-or- repayment-of-part-or-all_of_the.

(approximately)-$59:2—million-of=Existing-Debt--On=the—assumption-that=T50-million SPP

—future-but-prior-to-conversion-of the Secured-Convertible-Bonds—then-SCP Koala- would-be—

able—fo-convert-its—Secured—Cenvertible—Bonds—inte—an—approximate- 42-11%—(4344%

>CP “Koala's“potential percentage-shareholding=in=SRR-will- depend upon: the quantum m-of — =

Shares-are-issued-toward-redemption_-or-repayment-of- -Existing-Debt-at-some-point=in- the—‘“ -

Inclusive-of-the—13:76 2:852-shares-referred—to-below)-ownership-6f-SPP——Based-on-the

current-share-capital-of-SPP-and-assuming-no additional-shares-of-any-nature-whatsoever

are=issued=by—SPP—then-SCP-Koala-would=be=able—to=convert=its=Secured Convertible

———————below)-ownership—of-SPP_(which=is—the-maximum-interest-SCP-Koala-would-obfain). - In .

addmon to the—SEP_Shares—that—couI_d_bteal,ssued -on-conversion-of the Secured Convertlble

—Bonds:into-an-approximate:=51-61%:(53:25% inclusive-of-the-13-762:852-shares-referred- to:;__;'

.‘ estment Pa. tners:

f— -In-recognition-of-this:significant-new-investment_in -SPP--it-has-been- agr.e.e.d_that'as long-as—— -

SeP-Koala-is-not-in-default-SEP-Koala-would—so-IoAg-as-it-holds-at-leasf 100 Secured—

————- —Converible-Bonds—(representing—an-aggregate—face-value-of-at least_$10-000;000)—be——

entitied-to-nominate-one-person-of-good-repute-and-standing (and-who-in-the-reasonable ——

opinion-of=SPP,"does-not-have-a_material=commercial= interestlikely=to-be-in-competition—

—with"SPP)-for-appointment-to-the-Board-ofzSPP—Upon-conversion-of:SCP-Koala’s- Secured_ p—

Convertible—Bonds—to—SPP—Shares; —=SPP—has—undertaken—to—procure—-SCP— Koala——————

- ————————representation-on-thezSPP-Board, .commensurate-with-its-then-shareholding=in-SPP— This -

does:znot-derogate-from- the~SPE_SharehoIders “rights-as-to-directors-under-the-constitution—

or-the-Corporation-Act———

—— to-those-participating-in-the-capital-raising-to-acquire_shares o rights—to-acquire-shares—-__

orovaded W|th h-an: opportumty—on—terms ho Iess favourable to- SCP Koala—than—those offered:—_*f'f

"ij_ ; - —sufficient-to-enable-SCP-Koala-to-maintain-its_percentage-equity=interestin-SPP- (arising- -

from-the-Secured-Convertible-Bonds-then-held-by-SCR= Koala-or-capable of beingTissued to—

$51-million—However,-any-capital= raising=beyond=$102-million=(inclusive-of funds-raised

SCP-Koala-under-the-terms-of-the-Bond-Issue-were-all- “converted)-up-to-an-aggregatecof——— -~ -

—— ———fom- the-Bond-Issue_but excluding-funds-raised-as-set_out.in-Section=3-2(a)=(f)-below)- Wlll“‘j——A

require-a-special-resolufion-of-shareholders:- -(with-a-75%._ maJorlty required):

T

,f;‘_,_‘n he- fotlowmg parts-of-this= Explanatory-Memorandum-set-out_the-resolutions:- Wthh reqwre

your-approval-to-enable.thiszinvestment-proposal- “to-be: lmplemented together-with- detalled

. 7 ———————information: regardlng -the-proposal:

z,.‘”*RI;S_G);L;U—TION --—Approval-ofiss sue-of-options and- shares ——

——2:1 Introduction-and-Summary-of Transaction

Subject:to-Shareholders-approving-Resolutions=1=- 2 and-3-and-various-other- approvals———=

discussed-below;funding-is:to-be-obtained: through Stuart-Energy:(Nominees)-Pty-Ltd-(an

SPR-Subsidiary).issuing-3-TFranches-of zero=coupon-transferable-Secured-Convertible

Bonds:(convertible-info-SPP-Shares)-subscribed-for-by-SCP Koala_as-trustee-and

- _____—————————managerforSCP-Koala-Partners-whicfris-a-generarpartnership-demicilad-inthe-Cayman

Islands-comprising-ef-Koala-lavestment-Partners—SCP- Keala Holdings-(“SCP-Koala
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Sandefer-as-Managing-Directorrof-Koala-Manager-(whichzissowned-and-controlled-by-Jeff

Sandefer)-as-generai-managerforr SCR-Koala-SCP-Koala-will-bezresponsibleforthe————————

management-of thesinvestment-and-will-assume-the-rights-and-obligations-under-the —

transaction-documentation-for-and-on-behalf:of-SCP-Koala:Partners=it-is-intended-that-any— - ———

shares-issued-on-conversion-of-ithe-Secured-Convertible-Bonds-will-be-held-by-SE€P-Koala

as-frustee-and-manager for SCP-Koala-Parthers:

A-diagrammatic-representation-of-the-investment-structure-iszset-outin-section-2-7(b)

Secured-Convertible-Bonds-wil-have-a-5-yearmaturity-date-and-wil-be-convertible-atthe

option-of-the-Bondholderto-a-numberof-SPP-Shares-at-a-conversion-price-cf-12-certs-per

share-sSubject-to-section-Z=5(e)—The-Secured-Convertibie-Bonds-are-also-subject-to-under

certain-conditions-accelerated-conversion-(Sée-section-2:5)—SRPP-andvarious-ofifs

Secured:-ConvertiblerBondsto-securezrepayment-of-thezBonds:(see-section-2:3"Security.

"y

Arrangementst)

Therissue-ofzSecured-ConvertiblezBonds-willZif-approved -securezanzinitialzminimum:tevel-of

funding-of-$34-million-with-the-possibility-of-a-further-$17-millionzof-funding-before-theend

of-2005

Eunds:to-be-provided-under-thezBond-lssue-will-be:-utilised-towards-completing:-the-Stuart

Stage-1-Reliability-and-Capacity-Capital-Program;-General-Working-Capitaand:then

shareholders-otherthan-SEP-Koala-and-ifs-Associates)-

Shareholders-should-note-that KPMG-Corporate-Finance-has-concluded-that-the

praposal;-which-is-the-subjectof Resolution1;-isfair-and-reasonable-to-the-non

associated-Shareliolders-of-SPP: ——

The-Directors-of-SPP-recommend-that-Shareholders-read-this-Explanatery-Memoerandum

and-the-lndependent-Experts-Reportin-full-before-making-any-decision-in-relation-to

Resolulion--

Fhe-Directors-ef-SPP-unanimousiy-recommend-that-the-Shareholders-veté-in-favourof

Resolution-1-and-intend-to-vote-theirown-shares-in-favour-of-the-resolution-

2:2

Summary-of-Terms-of-Bond-Issue

Secured-Convertible-Bonds-wili-have:a-term-of-5-years-and-will-not-bear-interest

—SPP-will-grant-to-each-Bondholder-the-option-to-convert-each-Secured-Convertible-Bond

into-SPP-Shares—Conversion-of-a-Secured-Convertible-Bond-satisfies-the-Bond:1ssuer’s

debtobligation-with-respectto-the-Secured-Convertible-Bond:-

Secured-Convertible-Bonds-may-be-issued-in-3_T-ranches-as:follows

. Tranche-1——_Secured-Convertible-Bonds-with-a-face_value-of:$35million=to-be

issued-at-a-discounted-salezprice-oft-$97;143-per-$100,000-Secured-Convertible

Bond:torraiseza-net:$34-million=Fhe:-discount-on-the:sale-price-allows:for-closing

costs-and-legal:-fees—ltziszanticipated:that:the-Tranche-1-Bonds-will-be-issued

immediately-following-the-satisfaction-of-the-conditions-precedent-including-the

obtaining-of-SharchoelderApprovals—SPP-having-caused-the-necessary-security-to

be-granted;-the-obtaining-ef-waivers-from-the-Australian-Stock-Exchange;

ministerial-consentto-the-granting-cf-some-securities~the-obtaining-of-consenthby

SCP-Koalacunderthe-Foreign-Acquisitions-and-Takeovers-Act-consentsnecessary.

under-SPP-agreements-to-grant-the-securities,-the-obtaining-of-opinions:as

required:-by-SCP-Koala-and-other-approvals-but:in-any-event-no:later:than-31

faYaYe)

December-2003




Tranche-2=0nce:the:Stuart-:Stage-2-Environmental_Impact_Statement.iszapproved
and-there-iszindependent-verification-that-Stuart-Stage-1_is_progressing-towards—
commercial-viability-defined-as-sustainable_breakeven operating-cashflow-SPP——
can-call-up-to-$8-5-million-in-findirg-by-requiring-SCP-Koala-te-subscribe-for-
Secured-Convertible-Bonds-issued-at-iace-value—T-his-furnding-raay-enable further
Stuart-Stage-1-work-to-be-completed-and-initial-itemsforStuart-Stage-2tobe.
progressed =Similarly-SCP-Koalazmay- -call-for-thezsame-number.of Secured -
ConvertiblezBonds-at-any-time-after-the Tranche 1-issue butnolaterthan-31—
uecember_ZOOS:Ihe_cond1t|ons-pr,ecedent‘to_th|strancheJnclude the-issue-of the =+ -
Tranche-1-Bonds-and:the-obtaining-of-consent-underthe-Rundiezoint-Venture-to— -
necessary- securlty to-be-granted-overthe- lnterest of SPP and.its Subsidiaries_

-that-jgint-venture

th
I.II
iR
|

Tranche3=At:SPP’s-election_it.can call- up to-a-further: $8 5 mllhon in-funding- by__:, C

requiring-SEP-Koalato-subscribe-for-Secured-Convertible-Bonds, -issued at face~
value;conditional-upon-independent-verification-that Stuart Stage=-has-achieved—

commercial-viability-defined-as-sustainable-breakeven operating-cashflow-and-that——- - -
—satiSfactory-progress-is-being-made-as-to-Stuart Stage 2 (including-approval-of-the———-—--
Stuart-Stage-ZEnvironmental-impactStatement) =Similarly,-SCP-Koala-may call
forthezsame-number-of-Secured-Convertible-Bonds-at-any-time-after the Tranche-1:
issue-but-no-later:than-31-December-2005—The-conditions-precedent:to- this——=— S
Trancherinclude-thesissue-of-theFranche-1zBonds:and_the-obtaining-of-consent- —

under-the-Rundle=Joint-Venture:to-the-necessary-security-to-be- granted over the
interest-of-SPP-and-ifs-Subsidiaries-inthat-jointventure:

Further-details-of-the-3-Tranches-are-set-outin-thef followmg table —

- - TABLEt——
— - Tranche-1 ~ i,,T,l,anEhe;z — I Tranche3——— —— — —
== Bond-Issuer StuartEnergy- (NEﬁ:ﬁé&)‘P‘tﬂ‘tj‘A’Cme 244629 — ——— = -
T —Eunds-Raised $34iilicn $8-5Imiillion $8 o milion— ——— — —— -
___ ———-|I-Bonds-FaceValue—i-$35-million —$8:5-million — | $8.5:million- - p— =

Stuar-Stage_I"Religbility-and-Capacity-Capital Progrem,

~Use-of-funds
—obtained:from:all-3
—tranches(seeralso "=
—Section-2-9-below)

—Coupon/-Discount——]| 0%-Coupon:/-Nozdiscountonzissue:(Secured-:Convertible-Bonds:issued:-at: facevalueZof: $100,000)—

on-Issue

except-for-lranche-l-as-described-in-section-2:2 ———

——iviaturity. 5-years:fromzissue-of:thezSecured:Convertible_.Bond_-

—Conversion-Number Each-Secured-Convertible-Bond-may-be-converted-into:

833‘333‘SPP-ShareS'(ie—_$ 100;000/$0:12)

Rartial-conversions-are-permitted-—— -

—Security-forz-Bonds——|~The:SPP-Group-Assets:will-stand-as:security-for-each-Tranche of Secured-Convertible Bonds:pari; passu

with-each-other_Tranchée-of-Secured-Convertible-Bonds:

3—Other material-terms-and-conditions-of-the-Bond- Issue

(3year-hold)-Until-thecagreement:is-terminated-or-upon-an-event-of-default by ————

SPPthe-Bond:Issuer-or-any-of-thezSecurity-Providers;-or-the-Security_Trustee_has

declar_e_d_the face amount: outstanding as:to- all BBnds due and payable or. an»e.vent -

fhm Q

LHe

UD]eCt ol-a-propesal-ior a—takeover—merqer or-scheme-of arrangement—b(,P

.\e' la-undertakes-to-SRP-and the-Bond-Issuerthatitwilrot-without-writteni—

""" nt-of-SPRP-and:the-Bond-Issuer-sell transfer-orotherwise-dispose-ofiits

lnterest inany-Secured-Convertiblez-Bond:(other-than-by-exercising:-the- Conversion— — .
Option)-or-any-SPP-Share:issued-on-conversion-of:any-Secured-Convertible Bond,

before-thethird-anniversary-of-the-extraordinary-generai-meeting-of-SPP—
Shareholdersto-which-this- Explanatory-Memorandum relates other- than © SCP




Koaiaiﬁﬁé@i:E"ﬁfit-Le_s—wrF;sh._all_-r;emam;bgunditﬁ;the;u‘r-ldgrzt,‘éKi,rj g-forthe

r
remainder-of-the-period-(In-connection-with-this-condition-see-Resoelution-3)———— - - -

(Anti=dilution)I-SPP-issues-more:than-150-million-SPP-Shares-as-a-result-of-the

conversion-of-any-Existing-Convertible-Notes-and/or-for-the-purposes-of-repaying

any-of-the-Existing-Bebt-the-Conversion-Numberused-on-subsequent-conversions———————

of-Secured-Convertible-Bends-by-ScP-Keala-(buf-net-otherBondholders)-is

adjusted-in-erderthat SCP-Koala-maintains-the-same-ownership-percentage ——

interestitwould-haveif-only=150-million-SPP-Shares-had-been-issued-(had-SCP

Koala-converted-all-of:its-then-held-Secured-Convertible-Bonds) T

{S'GPiKoaIa—MEteh-HT—un—the»perled—to4fAGQUst’—ZOO'SF_SP—P—seéké—to—ralse——r e —

additional-capital-by-the-issue-of-furthershares-or-securities-convertible-into

shares—SPP-has~agreed-that-SCP-Keala-wil-be-provided-with-an-gpportunity-on i~

’ferms:n‘o:less:favourabl’e:to:SCFIK'O'aI'a:th’a‘n‘.th‘os‘eioffe‘re‘d:to‘_th'ose?barticipating;in_;:::'_’—_

the-capitalraising-to-acquire:shares. or rights-to-acquirezshares-sufficientto-enable——-——

Secured-Convertible-Bondsthen:held:by-SE€P-Koala-or-capable-of-being-issued-to———-—

T SCP-Koala-tor-maintain-its-percentage-equity-interest-in:SPP-(arising-from-the

SCP-Koeala-under the-terms-of-the-Bond-Issue-were-al-converted)-up-to-an

—agaregate-of $51-million-—However-any-capital-raising-beyond-$1-02-million

(inclusive-of funds-raised-frorm-the-Bond-Issue-but-excluding-funds raised-as-set-out—

in-Section-372(a)-(f-below)-will-require-a-special-resolution-of~shareholders-(with-a——

75%-majority-required)=

( Bééiﬂd—repre§entatlon-)-b'GPiKoa|a,—wﬁiIst—|t—helds—at—least—TOOiSeeured

-Convertible-Bonds;-may-nomi nate—one—person-of—qood—repute-and-standlng;@nd———m—;’—’

whorinthe“reasonabletopinionof-SPP-does-not-have-a-material-commercial

interest:likely;to:b'e:in:comp‘etition:with:SEE):for:app‘ointment:to:t‘h"e:Board:of

Directorszof-SRRP—On:zconversion-ofzany-ofzSCP-Koala's-:Secured-=Convertible

Bonds-to-equity;-SPP-wil-undertake:to-procure-SCP-Koala-proportional

representation-on-the-Board-of-SPP-proportional-to-its-then-shareholding-in-SPP:

(Termination-fee)—If-ali-relevant-approvals-and:-conditions-are-satisfied-but:the

Bond:Issuer-does:notrequest=SCP-Koala:tozpurchase:the-Tranchez1-Bonds:or-if-all

approvals-and-conditions:relevant-to-SCP-Koala-are-not-obtained-and-SPP

receives-alfernative-financing-before-April-16,-2004;-SPP-will-pay-SEP-Koala-a——————

thal-financing,)-

Restrictions-as-to:Existing-Convertible-Notes)-SPP-will-not;-without-consent-of

-~

the-Majority-Holder,-raise-new-debtforthe-purposes-of-repaying-Existing

Convertible-Notes-nor-agree-to-an-extension-of theirmaturity-date:

(Negative-Pledge)-Securityz-may-not-be-granted-over-SPP-Group-Assetszranking

equally-or-in-priority-to-the-Secured-Convertible-Bonds-without-consent-of-the

Maijority-Holder-except: - —

(a) any-security-interest-contemplated:-by-the-RundleJoint-Venture

(b) any-security-interestranking-after-the-securities:inzfavour-of~SCP-Koala

when:the-aggregate-face-value-outstanding-under-the-Bonds:on-issue

does-not-exceed-$A10-million;

c) any-security-interest-given:to-certain-venturers-in-respect:of-the-Stuart

Project;

—

O
e

any-lien-arising-by-operation-of-law-in-favour-of-any-governmental

agency;

i

oy

any-margin-depositzunder-a-foreign-exchange-or-interest-rate-hedging

artangement;

f

N

an-agreement-with-respect-to-a-title-retention-arrangement

—

(Disposals-of-assets)-Material-SPR-Grotp-Assetsmay-not-bezdisposed-(exceptin =

limited-cases).—=

Themain-exceptions-are: —
= (ay theentryrinto-a-joint-venturewith-certain-venturers-inrespect-ofthe
— Stuart-Project;




- — ————(b)- - disposals-inexchangeforsimilarassets———— — - -
;,j, — ——(Cc)=— ';a:factor_iiﬁrg:ar_r_ange_rrje.nt:up:to:A‘$E1fO':r_T_1i/IIioh‘:in'aggr.egate,;w_,;ﬁ:::_ﬁ _ —
7 . —— (d) productionzsold-on-an-arm:s:length-basis;-— ————————— " ——

e (e) disposals:up-to_a-value-of-$250;000-for-each-transaction-orin-aggregate ——
_— — ~$1,000;000-in-any-calendar-year . T T
S < (Stuart-Project-Joint-Venture)—The-Bondholders-security-(without-any- reduE_tBh' I

of-debt)will-be-released-tothe-extentnecessary-to-enable-a sale of an interest (up —~ ~ —~=
t0-49:9%)-in-the-Stuart-Project:torazjoint-venture:partner-on.certain.specified termS‘_ -

——provided:that:the-joint_venture_is:with-certain: venturers,—_othen/vlse any- jOIl"It venture

;——: will-be- subject to -the-Bondholders’security:

— e (Dividends)-SPRP-may-not-declare-or-pay-any-dividend-ormake a dlstnbutlon oft:_‘_*:ﬂw _
— assets-or-effect-azsharerissuerinzlieu-of-adividend-if-SPP-is:in-default-asttosthe———— = _.
- : Bond:Issue-(e-g=where-any-person-is-enforcing-a-Security-against-any-ofthe———~—— - — —
o - ——Security-Providers)-or-if-any:- amount: outstandmg on: -any- Bond:-has.becomedue ___ _ - ————

and-payable-and-remains-unpaid: ——

, ';f . -‘aecunty:Arrangements):Before:Secured:Con.v:ertible:B'onds_:may:be:issqedtf'r:——ff—“f
— security-is-to-be-granted-over-SPP-Group-Assets=—That-security-will-be-held by-a:

— : Securify-Trustee-who:will-hold-the-security-for-the_benefit-of the: Bondholders—SPP%— -
- = - and-the-Security-Providers-will-guaranteethe-repayment.of the-Secured————————

- Convertible-Bonds—The-Bondhelders will'be-secured-creditors-initially-to- ————

— max|rnum?of—'$21'0—'rﬁiII|on,—and-tneregtter—th_e_y-mIl-pe-unseeured—‘e‘r’e’ditor?s.—Where——---——w -
TS the-Guarantee-Facilitigs-arecextinguished-the-security-shall-extend-tothe full-——————————

- amount-owing-under-the-Bonds—This-security-will-be-released=(without-any———— -

— : reduction-of-debt)-to-thecextent-necessary-to-permit-a-Stuart ProjectJoint-Venture -

S— tozbe-concluded-(as-described-above).—— - — — T

—_— Before-=CPM-or-Central-Pacific-Minerals=(Stuart)-Pty-Ltd-provides-any- securrty, the T
LT : approval-of-the-CPM:shareholders:will-be-required: -An_extracrdinary-general

- meeting-ofthe-€PM:shareholders-has-been-called-to-foltow:- the.SE&meetlng:,,,,

— +———(FIRB:-approval) T

SCRKoalasmust-comply-with= (moludmg -obtain-all- -approvals-required- under) ‘the -
Foreign-Acquisitions-and-Takeovers-Act —

Why-shareholder-approval-is-required——— — ~ — =

= (a)

Gorpor-atrons—AthSEtiEFBZﬁFitem 7-

person acoumno a—relevant mtere_st in-| |ssued votmg shares—m -a- company—n‘—as g——————— ——

— result-of-the-acquisition;-that-person-s-orrsomeone-else-s-voting-power inthe- —--
company—mer’e‘a‘s‘es: -

) from-less-than-20%:-to-mere-than-20%:-or ———— —
(i)

R The-voting-power-of-a-person-in-a-company-is-determined-under-sect seclion-610-0ffhe—— ——
- Gorporations-Act—The-calculation-of-a-person’s-vating-powerin-acompany-—— - -——————————

e involves-determining-the-veting-shares-in-the-company-in-which-the- person- -and the ]
- - PErson’'s-associates-have-a-relevantinterest——— — e —

from-a-starting-point-that-is above-20%-and-belew-90%—— i

l

."SO.”} has-a-relevant-interest-in-securities-if-they: -

e 4 are-the-holder-of-the-securities—or——— -— —

~(ii) have-the-power-to: exercrse,;or'_ctontr_ol-_the;exe.r,oise:ofr -r g -Vote
attached-to- securmes~o. -

R — ——{jii}) have-the-power-to_dispose-of;-or-control-the-exercise:of-a- -power-fo: drspos_e:i, -ﬁ__-’f,

of-the-securities: — S

— i = orrcumstances—where the shareholders of the company approve -an- acqursrtlon of
— i shares-by-virtue-of-any-aliotment-ar acoursrtlon at E] meetmg twhrch B votes -are-

i~




SPP-Sharehelder-approvakis-being-sought-pursuantte-section-61---item-/-forthe
allotment-of-shares-on-conversion-of-the-Secured-Convertible-Bonds-because-if-the
Conversion-Option-is-exercised-in-respectof-the-Secured-Convertiblie-Bonds
issued-and-allotted-under-Tranche—1--2-and-3-then-SCP-Koala—will-acquire-more
than-20%-of:the-voting-power-in-SPP;

B SE’CtiD’n?G—‘I’—‘l:ite‘mﬂ-’a'g’p rovalis-also-being-sought-for-the-followingemntities-(to-the
extent-that-they:require-approval):

C = 1—SCP-Koala-(associates-being-Koala-Manager-SCP-Koala-Partners_Mr
S - —~McKinnon-and-Mr-Sandefer);

3—SCP-Koala-Pariners-(associates-being-Keala-lnvestmentPartners,-MF
SandeferSCRKoala-Holdings-and-SCP-Koala);
4 bGP—'Keala—l-r-ust-(-assoelates-belnq-bbPiKbala—HaFtnererOala—lnvestmént
P'a'rtn‘e‘rs,:SCP_‘K‘o'alatH’oldi'n'g§,:Sa‘n'défér:ER,—-Ko*ala:Ma‘na‘géﬁa‘n'd:M.r

- Sandefer);
. — 5—SCP-Koala-Holdings-(associates-being-SCP-Koala-Partners-Koala —
investment-Partners-SCRP-Koala-Holdings,-Sandefer R Koala-Manager- -
and:-Mr-Sandefer); -

: - 6—Sandefer-Group-being-Sandefer-CR-and-its-wholly-owned:-subsidiaries-and

L Mr-Sandefer-(associates-being-=SCP-Koala-Rartners,_Koalalnvestment
Partners;-SCP-Koala—Trust;-and-SCP:Koala:-Holdings:-and-Koala-Manager);
- — — and —

7—Such-other-persons:(being-Associates-of-any-of-the-persons-identifiedzin——————
any-of-1=6-above-inclusive)that:may-acquire-a-relevantinierestas-a-result
of-the-issue-and-allotment-ofthe-shares-on-conversion-of-the-Secured

Convertible-Bonds-(or-any-one-or-mere-of-them):

o Approval-is-also-being-sought-forthe-acquisition-of-more-than-20%-ofthe-voting

pewerin-SPP-by-(te-the-extent-thatthey-require-approval-SPP-and-+thé-Bond
IsSuer-and-any-of-theirsubsidiaries:

G,

Listing-Rule-/—4

- exceptions;-issue-during-any-l2-month-period-any-equity-security;-or-other

: = securitieswith-rights-cf-conversion-to-equity-securities-(Such-as-options)-if the
- - numbe r:of:th‘ds'ete'qiity:s‘e‘curitiés?e xceeds-15%-of-the—number-of-secarities-in-the
i same-classTonissue-at-thescommencement-of-the-t2-month-period-prior-to-the-date
ofsissuer—An-issuecofequity-securitieszmade-with-the-prior-approval-of-shareholders
is-not-subject-to:thisrestriction—Eurther;-any-suchzequity-securities-issued:-with
prior-sharehalder-approval-are-not-counted-towards-the-15%:limit-when-considering
future-issues-of-equity-securities:

- Accordingly;-SPP-Shareholder-approvalis-sought-for-the-purposes-of-tisting
- Rule-7-in-orderthat-SPP-may-issue-Shares-on-conversion-ef-the-Secured

e Convertible-Bonds-notwithstanding-these-issues-may-be-more-than-1-5%-of-thé

number-of-SPP-Shares-on-issue-ai-thattime:

The-particular-basis-on-whichza-Secured-Convertible-Bond:-may;-at:the-option-of-the

Bondholder-be-converted-into-SPP-Shares-is-set-out-below
- (a): Maximum:-number-of-securities=SPP-is-tozissuezor-the-formula-for-calculating-the

number-of-securities=SPP-is-tozissue:

Each-Secured-Convertible:Bond-may:-be-converted:into-:833;333-SPP-Shares:or-as
adjusted-as:set-out-below:

As-thecmaximum:number-of-Secured-Convertible-Bonds:which-may-be-issued:to

SCP-Koala-is:520;,-the-maximum-number-o-SPP-Shares-which-may-be-issued-o
: SCP-Koalabis-433;333 160 subject-to-any-restructuring-and-the-anti-dilution-right

e discussed-in-section-2-3-




The-ASX-has: granted SPP a-waiver: of L|st|ng Rule-7-3:2-to-permit:the_grant of the e

Conversion-Option-in-respect-of-the-Tranche-2-and 3 Secured-Convertible-Bonds- -— E—» —

- ——by no-laterthan--August-2005-ratherthan-as-usually required-by- Llstmq Ruie—7—3 2~

within-3-menths-after-the-date-of-the-meeting- -

—(¢)——Issue-price-of-the-secdrities: R

Each-Secured-Convertible-Bond-is-issued-with-a“face-value- of_$_1_O-O_O_OOﬁTh; = - -

issue-price-is-$97143-per-Bond-inthe-case-of TFranche-t~and-$100;000-per-Bond-in-

the-case-of-TFranches-2-and-3—There-is-no-separate-issue-price-for-the-Canversion———— 77 ©

Option-—The-benefitof-the-Conversion-Option-is-held-by-each-Bondhelderwhilst-—————————

holding-Secured=Convertible-Bonds:

(@) Names-or-tne-initial-allottees:

COMPFiSiAg- Koala Investment Partners, SCP Koalaﬁolg@gs and- Jen‘ D.‘Sandeter

as-trustee-forthe-SCR-Koala<Trust(furtherdetails-are-provided-i n-Section2 7 —————

(8) TEFMS-0f-the-SEcurities: — o

T-he-material-terms-ef-the-Conaversion Option-are-as-follows: -———— = I —

o—The:conversion-price-is-T2-cents-per-SPP-Share:adjusted-by-any ——

o —————————————Teconstruction-of-capital- (mcludmg —any.re return -of-capitalj-of-SPP-and-any-bonus———————— - _

issues-by-SPP-

~—~ —e—TheConversion-Oplion-may-be-exercised-by-a-Bondholder giving-notice after————— —

issue-ofthe-Secured-Convertible-Bond-and-beforethe earlier of the Secured _

Convertible-Bond-maturing-(being-the-date-5-years-from-the-date-of-it5-issue) Jor

the-Secured-Gonvertiblé-Bond-othemwise-being-satisfied-in-full-——— —

»—SEP-Koalazmay-be-required-by-SPP-tc-accept. repayment_or_toaacceierate

-——————conversign-of-its-Secured-Convertible Bondsthat-SCP-Koala-holds-if:

Koala is-in-material-default=Further-if-at-any-time-after=1I"August 2005, thererls—f—fm,

——— — |ess tn‘a“rT$’1'7ﬁiIhen outstanaiﬁg on alI‘Secur‘e'd*ConvemEIe—Bb’n'd’s tnen on

have: been Converted SPP may require- Bondholders to convert or be pald “out

unless-SCP-Koala-holds:more-than-50%-of-the-Bonds:then-outstandingsin————=-= ———- _

——which-circumstances-the-above:limits-will-be-$5- million-and-90%respectively.———————_ -

—e—SPP-Shares-which-are-issued pursuant-to:the-exercise of thezConversion

—Option:will-rank-equally-in-all-respects-with-existing-SPP-Shares: from-the-date-

~of-issue-of-those-SPP-Shares : e —— —

s—The-Conversion- Optioncis-unlisted-and-is-transferableonly by transfer-of:the———

Secured-Convertible-Bond——— — .

- = ——-s—Subjectto-the-matching-rfight-discussed-in section 23, the Corversion Optlon - -

—— -

— does-notpermit-the-Bondholder-to-participatetin-new issues of securities-by

SPP-(exceptbonus:issues-of-Shares-or-othersecurities) without-exercising the—————

relevant-=Conversion-Option-and-then-only-to:the-extent:that:the-Conversion ——

-Option-has-been-exercised—— e

~—Partial-exercise-of-the-Conversion: Optionris: permltteo ———— o

(——lIntended-Use-of-the-fundsraised: : — T

Fhé-funds-raised throuqh-the issue-of-the-Secured-Convertible-Boads-will-b

atilised-as-detailedin-section-229=——

- - (g)——Dates of-allotment: : — —

As-noted-in-section-2-2-Secured-Ceonvertible-Bonds-will-bé-issued in-3-Tranches, —————— —

-ranehe-T-will-bé-issued-no-laterthan-31-December-2003-and-Tranches-2-and-3

may-be-issued-up-to-31-December=2005;

—(h) Voting-exclusion-statement:

- —— ———The-voting-eéxclusion-statement-is-set out-at- the end-of-the-notice-ef-meeting: - e ——




S % 6——Current and-Proposed-Interests:in SPr — —
——(a);_-_Capital-Structure—— —— —
P —SPP's-existing-capital-structureziszset-outin-Fable-2—Also-set-out-in-Table-2:is
R ——— ‘s-proposed_capital_structure-following: shareholder-approval-which-was:given
e e “6-April 2003 Annual-General-Meeting-to-the-previously-announced-issue
, o - - ——————ofthe- ollowmg -shares-and-options- (whsch are-tnrelated-to-the- currently proposed
- . .- --——Bondlssue)= ———— e
e . —the-issue-of options— — —
i R B to-Mr-Chace-which-can-be-converted into-2;000;000-SPR-Shares-in
L considerationzfor:thezcontinued:-provision-of-aZUS$2:5-million
o= e —— unsecured:-guaranteezfacility;-and
- —(ii) to-Mr-Whittemore-and/or-his-associates-whichzcan-be-converted
, e ST into-6;000:000-SPP-Shares:in-consideration-for-thezcontinued
B provision-of-a=tS$7-5-million-unsecured-guarantee:facility.
— — 1
I Capital-Structure TABEE-2
e : —— [ “As-at4————|-Prospective—
e , Marchz2003—|-="upon
IR — approvakat—|———
i — AGM=16-April-f——=
R — — YaYale)
ALY )
B Fully-Paid-Ordinary-SPP-Shares 406,254,790-—-408;054;790—|———
o .- —————\Contributing-shares-paid-to40:616cents>—————-246;304 246,304
7 T Contfibuting-shares-paid-to= “10CERts: 2562 74T ——|=2;56 2747
e T P quity-participation-shares-paid-to-1= cent —28-824-385——|-28;824,385—
[ —— - 'Equ|ty;pa|tt101pat|on:shar.es:pa1d:to:0..-37;5:cents°———~ -22;906;002—|-22;906;002—|——
I - Options-expiring=19/1472004=(exercise-price-of ———-27,575,998—-29,375,998—————
e g ‘DO 55 each]
T = M — Optlons explrlng 2070472006 (exercise-pricerof————=12;500;000—=12;500;000—————
L $1-25%each)
R — ¢ hpt|c>‘r'1's'iexp|rmq—20/O4/2(§)Ob ~(EXErciSe-price-of— -122-,'33'-13,656::112;331156'562;
S w1 8.2669each)
e — Maximum-numberof-shares-underlying the 26 907 932—”3?1?90-7—79'32:
e e —— guaranteefacility-options-(assuming-dS$0-50 —
I Il - "$1_0f‘1/\
e ST — — - " This-table-does-not-include-any-amountfor SPP-Sharss-which-CPMShareholders-wha-have-elected
LT - to-defer-exchange-of-theirshareholding-would-be-entitled-to-on-exchange:~CPM:shareholders-who
o — —————have elected:to-defer-exchange:of-theirshareholding-have:thelrightto-convert-eachof their.CEM shares
e into-2-664-quivalent-SPPShares—Assuming-CPM-sharehelders-had-éxchanged-theirshares-in-CPM-to
_ B — —_ SPP-shares-SPP's-capital-structure-would-increase-by:
LTI T e .28,626196-Tully-paid-ordinary-shares;
- ——— o——5:014;314-equity-participation-shares-paid-10-0:375-cents:
- - — - RIS ta}blido'es notlinclude-any- amount-forrSPRP-Shares-into-which-the- I:X|stmg g-Convertible-Notes
e e — issued-by-SPP-and-CPM-may-be-converied-into-SPP-shares—Details-of-those-Existing-Convertible
— Notes:issued-on-1-December-1999-are-as-follows
L e T~ —e——SPP-issued-4;550;000-unsecured-convertible-notes-at-an-issue-price- of—$3 30-pernote—Fhose
— — notes-are-convertiblerinto-SPP-Shares-at-any-time-up-to-t-December-2004-on:the-basis-of-onenote
T J— - forone-ordinary_sharg;
. — «——CPM-issued-17920;000-unsecured-convertible-notes:at:anzissue-price-of-$7:80-per-note —Those:
- o o - potesTareconvertibleninto-S PR-SharesTat any time_up-to-1-December 2004 on the-basis-of-onenote
T e e e —— for-2-664-SPP-Shares:--
i — - — — - - T Lo —_ o I — KD




e — 2~ Butstanding-amount-to-be-paid-per-share-is-9:384-cents—(Tofal-outstanding-is-$23-113) - =
e e -3 — Outstanding-amount:tobepaid-per: -sharefis40:cents=(Total-outstandingis: $1 025;099) i —
T — 47/ aTious-amounts-to-be-paid-per share-(Total-outstanding-is-$24,419,230)— e

>-Various-amounts-to-be-paid-per-share-(Total-outstanding-is-$20,885;144)

Voting-Power———-

- The- tablesgelgw_s‘e_t out-details-of-the-maximum extent-of the_ mcrease in t.‘*e - — =
2 St b— - ——voting-power in-SPP-of SCP-Kaala-that would-result-from-conversien-of-all-Secured -—  ~ T
— o~ —Convertible-Bonds-and-each-ei-the-SCP-Kodla-Partners-comprising-Koala - —
T —— — ———Investment-Partners-SCPKoalaHoldings-andJeffz-D-Sandefer-as-trustee: for:the - ) B
- SCP-Koala=Trust-Mr-McKinnon-and-theirAssociates.in-SPP-that-would result from T
- - —conversion-of-Secured-Convertible-Bonds — —
= — ~Tablez3-presents-in-summary-two-sets-of-circumstances-namely: =
oo @) notissteTof-additional-shares;-and——— - ————
i (i the-issue-of-150-million-SPP-Shares{e.g-on-conversion-ef-partor — ——— —
— allof Existing-Debt-exercise-of-existing-options-or-otherwise)————. . —- _
T —— -~ ————--—basedon- a?rﬂssued ~capital-of-445; 806 9497 (as descnbed below innote4to - -
el — ——Table=3 - — _
—— S lable-4- has been-prepared-on the-same-basis-bat: i Dased on-the e eX|st|ng-quy T
T —paid-ordinary-shares-of406; 254 790 only - —
— SPP-plus-exchanged-CPM-shares ——TABLE-3—
- Assuming-150-million-Issued—— - - —-|-No other-Shares-Issued —
T Funds—|-No-of-Shares -%Total—-No-of-Shares— ~% Total—| -
_ - —|-Raised e
C T ($m) =
———Existing 13,762;852 1733- 13,762,852 S
__.—————|-Shareholding — ——— — S =
T 1=priortto - S = = -
. —allotment B —_ I —— IR R -
o -~ | Convertible - — — e ———
e ————— o ~ 1111 |- Rt - = — - - - -
T Tranche{——-34:0°—| 201:666.550 - 2946663550 — L T
— 8:5 70,833;805~— ———— ———— - 770,833,305_ _
e — Tranche s -85 |-70;833,305__ ——- 70,833,305_,, | ————
S - = — | Total._ ———— 510 433,333,160 —— —42.41———433,333160————-49.29 -
— —Tranches— | —— —— - — e —
- — Total . ' 447 096,012 43.44 447—,096,012 .50.86 -
- T Shareholding |~~~ " T Lo T e i
I e —— o R fllotment S v S 1o - A mes——
e Additional 150,000,000 —— 14.58 — —
. ——|-Shares — — e = -
—————————Existing-Non- 432;044,097- 41.98 432,044;097 e e
TT———————————j-associated— .- — — - j—— p .
T I — 7 Shares B R — e - — T _
N " (diluted)— — e | -
-~ - —|Total 1;029;140;109 -100:00——| 879,140,409 | 100.00_ | ...~
e [ TotarNom— | —— —|-582,044;097 56-56 432.044,097————"49 14"~ -
o —__—|-associated—— T e T =
- i——— == Shareholders” — B -
[ — The-above-percentages-woulg-change-as- Tollows IT out of tne -IoNey-converting-shares,-which-have-full-voting
L ————rights-of-2; of 2:562; 74'7 shares “Were- also |nc|uded— - _—
- — ——— I - - - [ — i— : e .




Assuming-150-million-issued —No-other-shares-issued

Total-Tranches

= 42:0% 49715% -
— - Total-Folding—— —=43734% 50-71%
- - Existing-Non=associated-Shares——-~~42:13% 49:29%

—(diluted)

itis-assumed-that SCP'Koala-only-acquires-additional-SPP-Shares-by-exercise-of-thie-Secured-Convertible

Bonds-ies SEP-Koala-does-not-acquire-any-additional- SPP-Shares-through-trading-en-the-ASX-or-any-other-issue

of-SPP-Shares

2 Tranche-1-Bonds-are-issued-at a-price-of-$97143-per-$400;000-Secured-Convertible-Bond

3-Assumes:thetissuesof =150 million-SPR:shares:for-any-reason-(eg-,-on:conversionzof-partior-all-ofExisting-Debt;

exeicise-of-existing-options-or-otherwise)

*—This-number-is-calculated-on:the-basis-of:

o SPP-ully-paid-ordinary-shares 406:254;790
! . SRRE40.616C-contributing-shares 248,304
- . Deferred-CPM:shares:are-exchanged-for-SRP-Shares 28;626;196
e . All-deferred-CPM-contributing-shares-are-exchanged 1,976,688
R . Ali-vesting-SPR-and-CRM-equity-participation-shares-with-less-than
= 18c-to-pay-are-fully-paid 8-702-9741
- e TOTAL 445,806,949
T *~|ricludes-all-Existing-Shares-and-additional-shares
- Existing-SPP-fully-paid-ordinary-shares-only. TABEEA4
- Assuming-150-million-lssued —No-other-Shares-Issued—]
Funds—[-No-of-Shares! —%-Total——"No-of————|"%_Total
Raised Shares—.
— {$m)
J—— EXisting 137,762,852 1=39 13:762:852—|—1-64
Shareholding -
prior-to —
- - allotment
- Convertible .
Bonds S
Tranche— 34-0° 2915666550 2915666;550
Tranche2 85 70;833;305 70;8337305
e Tranche=3 875 7078337305 70;833;305
Total 51.0———-433;333,160 4378 433:333;160-1-51:61
- Tranches
e Total | 447,096,012— 4518 | 447,096,012 | 53.25 -
~————— | Shareholding ' I R N
- on allotment - e T
E— Additional——— —150;000;000° 15216
s Shares
- Existing-Non- 3074917938 39.66 392;491;938--46:75
E ——————|I"associated —— - | - e —
ol — - Shares
e — (diluted)
o ———\-Total 9895875950 100:00 839;587,950-|-100:00
- — Tota-Non- 5424917938 54-82 392;491;938--46-75
R ————|associated
— —Shareholders>

ltis-assumed-that-SEP-Koala-only-acquires-additional-SPP-Shares-by-exercise-of the-Secured-Convertible

Bonds ie-SCP-Koala-does:not-acquireradditionalzSPP:-Shares-through=trading-on:theZASX-or-any other:issueof

SPP-Shares-

1£




> Tranche-1-Bonds-are-issust-ata: -price-of-$97143-per $1:00;000-Secured-Convertibie-Bond — -

S-Assumes:thetissuezof-150:million-SPP-shares-for- any reasonzeg--on-conversion:of: part or ali “of Existing_Debt;

EXErCiSe-of-eXisting-options_or- otherwrsel JE— -

“includes- aII Existing-Shares-and-additional-shares

—————2;7——Whor-are-Sandefer-Capital-Partners:l--P—and-SCP-Koala- Partners and who are. therr

Associates - - D

(a) Sandefer-Group — - -

Sandefer-Capital-Partners-L-P=isthecmanager-and-investment-advisor-(directly:and___ —

S ———— '—-through affiliated-entities)-of-private-equity-funds: focused_on_the_energyamdustry - Sandefer ..

P-currently-manages-and-advises-$300-million-in.investments._Sandefer LP has delrvered L

exceptional-returns-to-its-investers-by-following-a-patient,_contrarian-strategy-of-investing-in——

quality-emerging-assets-with-leng-preducing-lives—T-hé-fifm-is-based in Austin, TExas- -

Sandefer-P-attracts-patient-knowledgeable- mvestors 5-Who- understand the- -cyclical-nature— - -—-—— " 7

ot-the-energy-industry—I-hese-investors,-who-ifclude-seme-of-the-largest-institutional - -—-

investors—charitable-entities-arid-wealthy-families in the United States,emibrace-Sandefer———

_P s Iong termflnvestment perspectwe and-willingness-to- mvest in- emerglng energy assets

on- mvested capltal

Sandefer—managed-fundsinvestin:thes development of‘l'o‘n'g‘llfe energy‘a'ss’ets.ﬁ .yprcalh*”-_—!:i

SandeferPinvestments-are-focused-on-producing-oil-and-gas-acreage-with-the- potential —————==

—————————forssignificant-followzon-development—=Sandefer--P-prefers-engineering risks to. geological. _ .

nsks-and seeks proven management teams and entrepreneurs ‘with- specrflc techmca.

erators and excels at structurlng mvestments so as to_ahgn the mte_r_ests of aII partres.

Current-Sandefer-EP-investments-are-inthe-areas-of: — - - i

. Acquisition-and-development-of-conventional-onshorex 0|I and-gas: e

' Perpetual-minerals-and-evertide-royalty- acqwsmens — — -

. Greenfield-development-of- unconventronal gas-(coalbed:methane-and-fractured — -

ahale; iiiii

The:pr_rncrpaIs:o_f:Sande.f.er_'L*P_-_ar_e:Jte,f.f:San.def_er_-and:G.e.orge:L—indahI I

Jeff-Sandefer_has-over-twenty-five-years-of-experiencezin-the-energy-industry_as_a

operator-and-investor—He:has:a-track-record-of-building-successfuFenergy-companies -

mostnotably-Sandefer-Offshore-an-oil-and-gas-company-thatproduced-over-US$500——————— —

million-in-profits-in-its-firstfour-years-of-operation—Mr-Sandefer-has-a-degree in Petroleum
Engneering-from-the-University-ef-lexas-and-an-MBA-from-the- Harvard Busrness hoal:

hr\
10!

MrSandeferis-a-citizen-of-the-United-States: . T T

George-Lindahl-llI-has-6verthirty-five-years-of-experience-inthe-eil-and- -gas-industry- a..u

has-served-as-Vice-Chairman-ofthe-Board-ai-Anadarko-Petroleum-and-CEOand-Chairman———- "

at-Union-Pacific-Resources —Mr-Lindahl-has-a-degreesin-Geology-from the-University of:

—— —— Alabama,-with-graduate-studies-at-Tulane-and:the-Harvard: Busrness SchooI‘Mr Lindahl-lli-

ista—citizen-of-the-United-States i P ——— - :

(h) SCP-Koala-Partners

SEP-Koala-Partners-is-az=Cayman-Isiands-partnershipthat-has-been- establrshed fo.

investment-purpeses-and-whose-partners-comprise:

= @) Keala-Investment-Parthers: —
- (b SCRKoala-Holdings=and-— - T
Z {c) Jeff-D-SandeferrasttrusteeforthesSCR-Koala-Trust: B = »__




Diagrammatic-Representation-of: —

Special-Purpose-Investment-Structure

~—SCPKoalaDELLC -

—"»(Qélé@?e‘[iﬁﬁ'it’e’ﬂ’[i‘a‘tﬁirlity;_'—_’; - -

~Company)- - . -— — B

SCPKoala-DE-LLC fiolds-Bonds-in_Trust——|

for- SCR-Koala-Partners I LC has appomted SCP Koala- Manager LLC = -

-being-a-company- owned-and-control!ed-by-Jeff-

S - D-Sandéfer. . . A

— ,_-VMPartners ;'j_, -

(Cayman lIslands- Partnershlp)

98% —|-Nominal-% : 2

Koala Investment. phie=. SCPKoala -
— _Parthers- - —— “Holdings . o -
—(DelawarePartnership)..- - ——(Caymanlslands (Texas DisCretionary ™™ -
Tt "f_";“:% —Exempt-Cempany)-- - “Investment Trust) —--
For»the»day-to-day-management,————controlIed<by-Jeff‘D.—Sandefer—————————GontroIled:BﬂEff-'D:Sandef T

SECP-Koala-Manager-LL:C;-being-a

company-owned-and-controlled-by—

Jeff-D-Sandefer-has-been-appointed

SCP-Koala-Partners-is-controlled-by-SCP-Kaala-which-is-a-limited-liability-company’

domiciled-in-Delaware-and-wholly-owned-by-Mrlan-McKinnon-who-is-a-professional

manager-of-a-portfolio-of-US-securities=MiMcKinnon-received-a-Bachelor-of-Arts- from——_——

Occidental-College-andreceived-a:Masterszin-Business-Administration: -from-Harvard

Business_School—The:day-to-day-management-of-SCP-Koalais:to-bezundertaken-by-Koala

Manager-(which:is-owned-and-confrolled-by-Mr- =Sandefer)-as-general-manager-for-SEP-

Koala:

Eurther-details-of-each-of-tlie-partners-is-set-out-belows-

KoalaZlnvestment-Partners

Koala-investmentPartnersas-a-general-partnership-domiciled-in-thestate-of-Delaware:in

the-Onited-States-of America-and-was-established-for-the-purpose-of-providing-a-structure

forindividual-portfolio-investors-to-investin-a-fund-underthe-control-of-a-professional

.nvestment—manaqer—Keala Investment Parners-is-controlled-by SCP-Koala-which-is-the

Kozlanvestment-Partners-has-approximately-a-98%-interestin-SCP-Koala-Partners:

SCP-Koala:Holdings

SCP-Koala-Holdings-is-a-Cayman-exempt-company-that-is-tltimately-owned-and-contr ch

by-Jef-D=Sandefer{(see-section2-/(@))—SEP-Koeala-Holdings-has-a—heminal-interestin

SCP-Koala-Partners:

Thezsolecowner-of-SCP-KoalaHoldingstisz=Sandefer-LR; —a-Texas-limited: par‘tnershlp —and

Jeff _D.,Sandefer_ls.the_sole_offlcer.of.SCF’_Koala-Holdlngs




J—Jef-D-Sardeferas-98.9% limited L —— el

2)*1 998 Jeff-D=-Sandefer-CHildren'sTrustas-0:1% Ilmlted’p’artner (trustee is- John R —— LT

Rutherford);-and ——— = S

3)=Sandco;-L-C-as:1%-general-partner- (Jeff D. Sandefer is_sole-manager and the four —

' ",,;‘(o 5%), and-Robert-A-Faith-(0:5%))

members-are-Jeff D-Sandefer-(98-5%)-Jefferson: Davis Sandefer (0 5%) John tawson————-———

—Jeff-D-Sandefer as-frusteeforthe- SCP Koala Trus. — T

T T T 8CP Koalas Trust isTan- entlty thatis-controlled- by-Jeff D. Sandefer SCP Koala Trust has ~ = 7 ..

approximately-a- 2%- mterest in- SCP Koala- Partners T B

-SCP-Koala Trust is-ax dlscretlonary_mvestment ‘trust-formed_u under the_laws. of the State of

e -Texas—The-sole- trusteeris: -Jeff-D= Sandefer There are -two-beneficiaries.

Thefirst beneﬂcrary-ls SEP-I-Koala; -LC,-a Texaslimited liability company. The second

j—rr—ﬁ—~~"sole manager of both-beneficiaries—SandeferLR-aTexas-limited- partnershlp (further

beneficiary-is SCP-H-Koala; LEC, a-Texas limited-liability company. Jeff D--Sandefer is the

detalls ‘of-which-are~abovey-is the-solezmember-of-both- beneﬂmarres P

2:8——A-statement-of SCP-Koala’s-intentions-regarding-future of SPP e

SEP-Koala-is-attracted-to-the-development-of-oil-shales—coal-bed methane, fractured T

-—— ——shales-and-etheruncenventional-hydrecarbon projects-because-of-their petentlal te deliver——— -

large-quantities-of-hydrocarbons-for-long-pericds-of time. — -

R ','—~—-_~,——_—~ﬁSPP is- especrallv attractive-because-its-management-and-cperational- team has shoWn that

—Iit-can-overcome-adversity-and-continue-to-make-progress-toward- meetlng difficult- Qperatlng— -

nna|e

SCP-Kéala-seesan-investmentin SPP-as an-ideal marriage- between a- patlent——l P

—knowledgeable-investorand a-proven-operator_both-of: whom are: focused on- developmg a -

3|gn|f|cant ~oil; producrng resourceT

an’d‘b‘roa‘der energy frnance markets _Wlth SPE_SCP Koala is proposmg _to provrde:T;f H— ff‘a

sufficient-funds-to-complete-the-upgrade-of-the:Stuart. Stage - plant as- weII as.initial funds_.f-; R

to-advance:thezengineering-design-for-Stuart-Stage 2. ——— - _ S —

Neither-SCP-Koala-nor-Sandefer-tP-has:any-commitment to-provide any funds to SPP in -~ ——

—excess.of_thezcommitment-of-up-to-$51; 000;000:by-SCP-Koala:-with-respect-to" the- Secured:—_T_,

- —————Convertible-Bonds——

- The-intentions:0f-=SCP-Koala,-and-Koala-Manager-are stated-to-be- that,_on The basis of the:%%tt,:

T ————facts-and: information-concerning=SPP-which-are-known-to-each-of them-and-the—————

AEASK I _

circumstances:: affectlng~the business-of-SPPthey-have no present.intention to; - --

. Sign‘ifi'ca‘ntly—'ch‘a‘n'ge-sEFL’s;financialipolicies;or dir-\f/-i,d'e,n“‘d_:pql_i;c;ies‘;-‘o‘r:;,rr_::rf--;———M»‘:f f T =

+—Make-any-changes-to-the-continuation-of the-employment-cf-presentemployees. — - - - -

- 2-9i—UvsezoffErocee‘ds = e —— ——

—The funds-ofup-to:=$51-million-to-be-provided-under:thez:Bond:lssues-will-be-utilised-towards —————

":i:rf_—complet|ng -thezStuart-Stage-1-Reliability-and-Capacity-Capital-Program, General Working-

Capitaand-advancement.of-the-next_phase_of development-of-Stuart -Stage2—ltis-

currently-expected-thatthese-programs-will-include: e e




Stuart-Stage-1-and-General-Working-Capital -

«——Reliability———————Numerous=eliability-programs:focusing-on-making-certain

elements-of-the-plant-more-fit-for-service-and-making

and

improvements-to-equipment-durability-and

redundancy/capacity-

o——-Capacily The-principal-capacity-constraint-on-the-plant-namely-odour—————

emissions-from-the-existing-ce-currentrotary-dryeris-to-be——

r—emoyedAby—tne—lnstalIatlon—éf—“a‘-h’eé'\'/\’/—fl'uiais_ef:IIBeel-dr-yer.

«—-Oplimisation—————Onee-the-foregoeing-reliability-and-capacity-issues-are-resolved;

- the-plant-is-to-be-upgraded-te-handlé-a-largervelume-of =
— production:
— ——Working-Capital General-working-capital-required-during-the-course-of-the — -
above-capital-program-and-contingencies-forrunexpected
= events: — T o oo
— Stuart-Stage-2—Next- Phase-of-Development ———— " - 3
= rhe-goal-of-the-Stage-2-Initial-Feasibility-Program-is-to-continue-with-the-stuart-stage-2

project-pariculary-progress inggl’o_‘rjgiléa’diitems-as-e'xp'éditi‘dﬂ's‘ly-a&pos’s‘ibleﬂti’n‘clL?fd'e's

3

completing-the-Stagez2-Environmentalimpact-Statement-approval-process-progressing-an—-——-———

——_Environmental-Authority-and-Mining-Lease;-and-conducting-somerinitial-engineering-design——

work-to-develop-a-more-detailed-capital-cost-estimate=Spending-on:Stuart-Stage-2-will-be——————

accomplished-in-steps-based-on-the-availability-of-funds-that-are-in-additionto-that-required

for-Stuart-Stage-and-Working-Capital-




———— 210~ —Description-of-current-financial-position-of SPP— —— —— —

':fi;f ~ __—: - —taj——Consolidated-Statement-of Financial Position-as- at 28 Februarv 2003" (unaudlted)

and- as at-31-December 2002-(auditec

ad)

vu/

) e — ——— s TABLES
_ —— - —Unaudited - Audifed "

. As-at-28/02/03—-—

T TTT$'000 $:000

—As at 3111 2/02:

_— Current:Assets_ -

S Cash-Assets-and-Current-investments - 9717 e 8 o o —
B Receivables: 1;085 15167 -
e Inventories - 47186 4,352 |—--

LotalzCurrent-Assets

- — Non-Current-Assets — — - =
_ Receivables 4167- 7 Af'—471‘67‘*_'—‘:;
- —Propertyrplant-8&-equipment - 1863 - —— ——1;046- —

Expioration-&-Evaluation-costs

"'1",867'&/1’ — “1'86',5é‘§7‘."

—Total-Non-Current-Assets

~192597 —192,678~

Total-Assets

207,585

: Current-Liabilities

208,367 | —

Acceunts-Payable

7:582—

— " Provisions

1,787

oTeast] - —
2060 ——————

-—-Total-Current-Liabilities

== —9;369—

Non:CurreHEtiabilities

- -Borrowings

—— - 58752—

PFOVISIOHQ —

783" e

Total ‘Non-Gurrent-Liabilities i -

—59:535—

e e —Total Liabilities—— - SnE— ,;58:!904’,-,,".?:i" 70,544 | —
_ e ___—~—|-Net-Assets e - . 138681 - — 137,823~ —————
- —— - — ;Eﬁﬂitgl — ———— —r— e -
e k ~——Parententity Interest— -— e -
e - T ComvbutedEquiy— - Y 1] a— 72-‘775*9'1’6—14 -
S ———— | — Resenves — —— = 34,878 — 347903 S
- - —— Accumulated-| LOoaca — (179,854 (180 356) | ———
—— ————- Total'Parent entity-interest—— © 71327281 —131 463 .
B B -|— **Outs;dAe_e‘qmty interest-inCPM-(EPM——————- - - 6.400 - 6-360-——
= -.—-Shareholders:that: haveTelected: e e — - o
’T};—f;“ ——— —— "Yotal Equity — —— 138,682 137:823 | — 3
i —— — T T — o s —




-C ash-held-at-the-end-of the-financial-year/perioc

o — ——(b) l.iqgéolidate‘d‘Statement“of'Cash‘fI'ow5‘for'th'e‘2‘m'onths*e‘n‘d‘ed'z8‘Februar:y:2003
e (unaudited)-and-for-the-12-months-ended-31-December-2002:(audited)
S e TABLES6
- Unaudited Audited
e — 2-Months 12-Months
[ ~Ended:28/02/03-—Ended 31/12/02
) — = - — $:000- $:000——
= ——|~Cash:flows-from-operating:activities
- - Receints from customers-and-olfieTs 72395 8709
P — GST creditsireceived:from-Australian e 4 57209
- - — — _—_—__ —_Taxation-Office
— ——Payments:tozcreditorsother-supplierszand (1:877) (11;055)
employees
s Interest-received 4 67
— — —— RPayment-of-borrowing-costs (54) (37738)
E - Rental-incomecreceived 2 53
= Ihcome-from-sale-of-land-held-forresale 2000 312
Payments:forexplorationzand:-evaluation (9:647) (64;397)
— - Secunty—d%nﬁfEE ) 327
- — “Otherzreceipts 0 559
WA_ — Net-cash-flows-from-operating-activities (-060) (43:954)
S Gash-flows-from-investing-activities
- = Dividend-income-received 0 29
- Payments for-investments; 9 (102)
— - —Purchase-of-controlled-entity-(net-of-cash 10,044
acquired)
[— S — |ntér€s§acelved on-investments 62 544
== —- Proceeds:from-sale-of-investments 2 31339
N e Payments-for-property-plantand-equipment 0 (46)
— —l-oans:to-related:entities 0 (7:255)
i Proceeds-frem-sale-of-property-plant-and 267 0
- h— equipment
- Net‘cash-flows-fiom-investing-activities 331 —— 6,553
e -7 — — — "é_sl'FfIows-fﬁf—financiAnAgA—;:ctiv.t.es
— Proceeds:fromIissuerof-shareszand-options 357 97401
- — — ~—Proceeds-from-borrowings-from-other 0 32-446
entities
-~ Payment-of-share-issue-costs 0 (6905
S — Net:cash:flows-from:financing-activities 357 417157
. - _ Netlincreasel(decrease)inzcash held (372) 3756
- — Cash-held-atthe-beginning-of-the-financial-year/period 10-089 6:333-
9'717 1'0:08!4

— f——f—————Dunng-the—Z “months-ended-28-February-2003the-SPP-Group-achigved-revenue

from-productsales=(including-excise-revenue-from-the-Australian-federal

government: rebated-from-naphtha-sales)-of-$6:9-million=(net-of-product: shlpplng

and-other:selling-costs)—This-resulted-from:thezshipment-of-47;430-barrels-of:ultra=

low-sulphur-naphtha-to-Mobil-OiFAustralia-and-62;860-barrels-of-light-fuel-oil-to-the

—expensed-for-the-period-amounted-tg-$8:9-million:

Singapore-fuel-oi-market. ~Stuart-Stage-1-exploration-and: -evaluation-costs
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!

resale-for-$2-m mrutlrro..i —
and-othersurplus-land-for-$0=3-million-(reducing-property- plant and-equipmentby-——— ————
— =~ T $0:3millioR): — —-

comprising-undeveloped-residential-land-held-in- Glﬁﬁtone- for-

— - As-a-result-of-the-appreciation-of-the-Australian-dollar during the-peried-the—— — " _—————
— - ' restatementof-the-Group's-$US-borrowings-resulted-in-an-unrealised ferelgn S
- - --exchan‘ge gainof-$2 5 milion. ——————— ——— - : -

— =T February-2003,-SPP-allotted-SPP-Shares-and options-in-accordance with the — T
- = —2002capital-raising-(this-was-the-first-part-of-amounts due-for- settlement‘ln‘th‘e’flrst -
half-of: 2003) receiving-cash-proceeds-ofz$04-million: -

—————211—PDisclosure-of-Directors-interests-in-o outcome-of-proposed-resolution ==

No Director-has-a-material-personalinterestin-the-outcome-of-the- -proposed-resolution—- - —- %

2:12— D|rectors-who -voted-in-favour-of- puttmg the- proposed “resolution-to-shareholders—

—-All of-the~Directors-voted-in-favourof-putting-the-proposed: resolution_to-shareholders—

:”——2 13—Summarv of-directors'analysis-of-the- advantaqes and- dlsadvantages of- the proposaI";

(a) Advantages-of-Voting-FOR- Reselut.u.. ] - : o —

- VAh)

- : (1) Removal-of=Short-Term-Financing-Goncerns- — e =

Thezrecent:rights-offering-raised-only-a-minimum:level-of- working-capital

——— —————andthis-created-considerable-concerns-within-the-market-as.to.the. ability-of—
S f—,——SPP -to-source-the-necessary-financing-to-improve-Stuart-Stage-1
perfermance in-erderto-achieve-operating-cash flow-breakeven_ -and-to—
— advanee-the—propesedlStu-art—Sta’g'eTZ—eevelopment.—both-o}‘—thesegoals
S— are-vital-te-increasing-credibility-and-the-perceived-value-of-SPP’s-oil-shale - =
] ——assets-and-improving-the-prospects-of-attracting-participants:in-major :
S— commercial-development-and-thereby-increasing_the-potential-forincreased——————-
—— — —shareholder-value:aszreflected-in-share-price_appreciation—Fhe-Bond-ssue——————
wilFprovide-SPP with-: sufficient: -capitalto-pursue-these-dual-goals-overthe——

— ———  —  —————Texttwoyears: — T p— -

L (i——=Alternative- Eurffrﬁ@ is-Limited— —- - — -

-Since:the-acquisition-of-Suncor’s-50%:interest-in-the-Stuart. Projecttwo
———— ———years:ago,-SPP-has-had-active-programs to-seek-the- necessary-capital-to
—fund-the-Stuart-Project-from_a range-6f-possible-sources-around-the-werle————- -~
—— - —— ——These-potential-seurces-have-included oi-and-gas-and-mining- companies, —
- - -~ —————natiohal-eiFcompanies; engineering-contractors-and-equipment-Suppliers -
R — who-might-take~an-activerole-as-co-venturers as-well-as-strategic-financial
R p— ——— ~investors—SPP- h‘a’s‘e‘n‘gaged a-numberof- “corporate-advisory-firms;———
e ——investment banksshare= brokers and private: eqwty specialists:to- pursue” —

~——these-capital-sources———— R — R ——

p— Dﬁing this-period;-domestic- and_internationrefl -equity-markets-have——

i o — experienced-substantial-declines that-in_turn-have-led-to-a-general : -

- - reductlon ot-investordemand-within-equity-and-venrture-capital markefs — —- ——— -~
i T ~Following-from-the-results-of-the-recent rights offering-combined-withthe—— “

— —o‘verall clrmate for the eqmty capltal markets -your Dlrectors are- of the S —

substantlally better terms is very Ilmlted and thls ablllty_may further ST T =
L - —deteriorate Bl

———(lii)= "':Emancra/:and:Share:Erice:Condition:in:absence-of'the~Bond-/ssue*"*‘* S b

— : Asat-28-February-2003-the-SPP-Group had-$9:7-million-in-cash-assets-and———  —
—— - —————currentinvestments:which-iszinsufficientto-fund-the- ongoing-net-operating
costs:of-the-Stuart-Project-and-any-of-the-desirable-work-programs—In-the

—absence-ofthe-Bond-Issue;-and-giventhe-low-likelihood-of- any-meaningful——

- alternative-seurce-of-capital—it-is- Ilkely -thatthe-financial-condition-af-SPP —

e —— will-éontinue-to-deteriorate—— -




ST nder such-circumstances;-it:would:-be-reasonable-to-expectthat-SPP's
— hare-price-would-be-unlikely-to-increase-and-could-well-deteriorate-further
- om-presentievels:

- - — ’IVthAﬁaln-POSIflve ve-Cash-Flows-

T e er‘able Stuart Stage 1 orrgrnallv burlt for demenstratlon Durooses—to
- —— — — upgraded-to-a-level-of-capacity-and-throughputthatitis- expected—wrlI

R —— enable-itto-generate-solid-pesitive-eash-flows-until-expiry-of-the-exeise
ST T —— ——rebatez(currently-legisiated-for-31-December-2005):

— V) Provides-Greater-Flexibilit/-in-JointE\Venture-Partner-Search

Funds-resulting-from-appreval-ef-this-propesal-wil-provide-SPP-with-greater
) - oppottunity-and-flexibility-in-the-process-of-attracting-potential-jgintventure
s - p’a‘rtn‘ers.

je-2-initial-Feasibility-Program

l=unets ralsed—wa [ranches-2-and-3-of-the-Sécured-Convertiblé-Bonds-will
[— be-subjectto-those- requrree ror Stuart btaqe = ana general workrng capnal

7 - process as weII as: some‘of the front end englneenng work for: Stuart Stage

— 4

e — (vii——SCPKoala-to-maintain-the-fundamental-business-of-SPP:

- SCP-Koala-and-Koala-Manager-have-stated-that-on-the-basis-of the-facts
L - and-information-concerning-SPRP-known-to-them-and-the-circumstances
: - affecting-the-business-of:SPP-if:thezBond:-lssue:proceeds:that-each-of-them
has-no-present-intention: o -

7
\
\

)=——Change.the_business-of- QPP

A)
S————— (B) Significantly-change-SPP’s-financial-policies-or-dividend-policies;-or

o — (C)——Make-any-changes-to-the“continuation-of-the—employment-of
e — present.employees

e — Jeff-D-Sandeferrand-Koala-Manager-has-expressed-strong-support-for.
ST ~=SPP-management-and-fortheirachievements-tocdate

L ——————{yiij)—SCPKoala-hasoilindustry-experience

- — —SCPKoala-has-through-Keala-Manager-a-team-that-is-focussed-on— —
— investmentsTintlong-lived-oil-and-gas-assets.—Fhis-team:has-a-track-record
T ——— —— ———————ofbuilding-core-oil-and-gas-interests-intosuccessful-companies==Fhis
S — ———_—-————————experiencezand-focus:iszideally-suited-to-SPP s-current-objectives

'Y
(n.)_‘

Disadvantages-ofvotingzEFOR-Resolutiondi———

. v - {i)=——Dilution

e — conversior-ofthe-Bonds-ultimvately-result-in-substantial-dilution-of-existing
- 7 — Shareholders—Table-3-indicates-the-level-ofdilution-thatcould-be-attained

e — ——assuming=100%-conversion-of-thezSecured-Convertible:Bonds-to-SPP

E— Shares pm—

- (ii) SCP-Koala-will-control-SPR
— — Under-certain-circumstances=(eg, there-areno-new-issues-of-SPP-Shares
T - and-SCP-Koala-takes-up-and-converts-all-of:thecBonds)zSCR-Koala-and-its—————
Associates-will-hold-53:25%-of the-SPP-Shares-on-issue

i Notwithstanding,-SCP-Koala s actual-voting-powerit-will-nevertheless;
upon:taking-up-and-exercise-of-all-of:the-Bonds:-hold:-sufficient=-SRPP-Shares
effectively to-exercise-control-of-the-composition-of-SPP's-Board;-and
- therefore;-management, -major-strategic-and-financial-decision-making-and
- - voting-power-in-general-meetings:
-— —(iif)

Increased-Debt-Limits.

T He current prrncrpal debt obligations of- SPP are: approximatelv

A D 20—




and-2605—Approval-ofthe-Bond-Issue-could-increase-this-level-of-debt by“

$52-million-(due-commencing-2008)-up-to-$141=2-millioR-in-total —-

¢ ——Disadvantage-of-Voling-AGAINST-Resolution=r — ———

—

)

(1) Loss:of=Significant-Funding-opportunity——————

The-proposed-Bond:Issuesis-the-only-significant: opportumty currently ———— ———

before-SPP-that-decisively-underpins-SPP:s-capital-needs_in the near term%’,;? - -

and-which-encompasses-the-possibility-of-providing funding-sufficient-to- -

achieve-both-6perating-cash-flow-breakeven-for Stuart Stage 1-and to—%;;-_,

- -—-—progress-stuart-Stage-2—A-vote-against-Resolution ™1 will” Iose thls )

opportun

opporunity- [— — - - et S

(i) SPP-s-ability-to-continue as & going conCerA———— . S

In-the-eventthatReselution—1-is-NOT-passed-and-no- |mmed|ate or-short——

term-alternative-forthe-injection-of substantial-capital-emerges quickly it 15—”, e T

quite-possible-that-SPP-and-itscontrolled-entities-will-net be ableto — =

“continue-as-a-going-concern—_Under such-circumstances the most hkely—“——wf;

~outcome-will-be, within-a-short-time-frame, the_appointment of an - "= __ -~ —— - -

administrator-underthe-Corporations Act to-administer SPP._If this were to - =~ __

occuritis:likely-that-certain events of default would-be-triggered-under-the

Existing-Debt-agreements—Under-such-circumstances—the-parties to the

Existing-Debt could seék to-enforce-their- nqhts against-SPP and’its -

controlled-entities - TTIT T

— (i Termination-Fee — = o

A-Termination-Fes-of $900,000-in addition to-all Teasorable expanses ——— —

neurred-by-SEP-Koala-and-Sandefer-EP+-will-be-payable-by SPPShould™ —--

the-Bend-Issue-not-proceed-and-SPP-receive-alternative funding priorto-——

April=16-2004-with-stch-paymients-to-be-made-outof the= alternatuve—*—» -

—funding: : —

- ———214—Directors"“recommendation-and-reasons-for-recommendation— - - - —

The-SPP-Bifectors-expectihatby-securing-this Bond [ssue, SPP-Should-be-able-to-bring — —————=-

Stuart-Stage-i-to-full-production-and-eperating-cash-flow-breakeven—and to-advance > Stuart———-

otage-Zthrough-ali-the-regulatery-approval-steps-some-of the-front-end-engineering-works -

The-Directors-believe-SCP-Koala-with the- potentnal to-become-a-very-substantial— — —_—

shareholder-will-be-Supportive-for-the-future-of-SPP-although-SCP-Koala-has ho farther —

commitment-to-S CR-than-that with-respectto-the-Secured-ConvertibleBornds—Asis—— — ~— — — —__

apparent-from-the-outline-of-the-current-financial-position=set-out-in-section-2.10, SPP_____ = ——

without-the-capital-to-completerits-Reliability-and-Capacity-Program-is-more-vulnerableto

anzinterruption-in-production-and-income-from-the-Stuart-Stage-1-demonstration: plantzand__ - —

in-any-event its-available-cash-confinues-to-diminish- ~despite-efforts-made-to-reduce-costs

and-overheads-to-the-base-operating-minimum-wherever-possible-

Based-on-SPP's-extensive-effors-in-pursuing-joint-venture: partners-and_additional- fundmcf“

from-domestic-and-international-equity-and-venture-capital-markets _SPP does-not-believe

alternative-funding-in-sufficient-amounts-is-likely-to-be-available-withintherequisite ——

t#metrame.—l—-urthermore,—wnne-d|seuSS|ens—eont|nueilvithfs‘everélipartles—wnna view-to-the

Salecofa-jointventures nterest-in-the-StuartProjectthe-complexity-of-the-technical, —— — —

commercial-and-financialissues-to-be resolved-makesit-unlikely-that-a-transaction can-be

consummated-within-theznext-3-months—Accordingly; the-Directors-have-concluded-that—— f ——

the-proposed-Bond:Issue-to-SEP-Koala-constitutesthe- only-viablezmeans:-at_this-time to_~—

protect-the-future-of-SPP;-and-hence:to-preserve-and-enhance-value-in: -the: ex;stmg shares

1N SPD

For-thiszreason;-the-Directorsrecommend-IN-FAVOUR ,f:‘Res.olu.tion “zplaced-before-you; -

and-strongly-urge-you-te-vote-in-favour- — -

2:15

in'depende‘nt:Expert'S'Rep‘ori

The-Directors-of-SRPR-commissioned-KPMG:-CorporatezEinance:to: prepare an- independent— = T

experts-reportinzrelation-to-the-proposed-issuezof-SPP:-Shares:to:SCP-Koala-on——— RS

conversion-of:the-Secured-Convertible-Bonds=in-the-Independent-Expert's-opinion-the:

oroposed -transaction:is: falr andreasonable-to-non=Associated- Shareholders—*' s




A-copy-of-the-Independent-Experts-Reportis-attached as-Annexure-A—Shareholders:

shouId—read—the-repert—ear;efuIlv—and—seek~thelr—own—|ndependeﬁt—adwée-as—appreprlate.
- 3 RESOLUTION-2—Amendment-to-Constitution——— e
34 Deleting-the-restriction-on-20%:ownership =

SrEE'_'s:G,onstitution:curr_en.tl_y:pr,ohibvi‘ts:an_y:person:fr_om;o,wning:mOte:tI'_?rJ_—?Otper:cent:of,tthe—d

— ——— —— ——gPP-Shares.or-tom-being-issued-or-allotied-securities-of-SPP-which;-by-virtue-of-any-terms—————
e ~———or-eendltleﬂsfappM:,ab!e—tb’—them.—aEe-eonvertible-intBES_'IEShar-_e_s;Lf;gp_on—eonversnoﬁ—'ﬁh@""‘__——“
——-————— Rolderwill-own-mere-than-20-percent-of the-SPP-Sharés—These-currently-enferceable

prohibitions-expire-on-8-March-2004: B ———

—Oné ormore-Bondholders_holding-sufficient-Bondsmay-on conversion-held-moere-than
-20%-of-the-SPR-Shares-—|f-orderto-allow-the-Bond-Issue-to-proceed-it-is-necessary-1o:
- removesor-grant-antexceptio n-from-these-prohibitions-contained-in-the-Constitution. —— ——— ——

7 Inthesecircumstances-the-Directors-of-SPP cons‘i’d'er—lt—to-bé:lFTimv?E:;-i'n'teré'SIS@If—-——ﬂ — -
e — hareholders:to-have-the-prohibitions-removed-entirely-ratherthan-grant-an-exce ption-only—————
sttt forthezbenefit-of-Bondholders —— —

3:2—7—Requ|r|ng—a—sbécual—Ré'sﬁolutlon-‘|n—order—'ror—SP-P,:ih'—the-penod—to~1—August—200’5?to

e — —seek-to-raise-more-than-$102-million-in-additional-capital-

I ifithe-period-to-—August2005-SPP-Seeks-to-raise-capital-in-excess-of-that-raised-by “the

= issue-to-SCP-Koala-SPP-tas-agreed-that-SCP-Koala-will-be-provided-with-an-opportunity _— ~ ————
T l\n‘n:te‘nm‘s:n'otl’e‘ss:favoura‘b‘l'e:t’otSCFEK'o‘a‘I'a:th'a‘n:th’os‘e:offere‘d:to:th'O's'etp'ar-ti'cfi pating-intthe—/- —— -
S capital:raising:):to:a‘cquire:shares:or_‘cights:to:a‘cquire:sh‘ares:sufficient_to:enable:SCEK‘oala
to-maintain-its-percentage-equity-interestin-SPP-(assuming:the-Secured-ConvertiblezBonds

were:allzco nverted)-up-to-anzaggreg ate 1-million—H rer-any-capital-raising-beyond

- n-(inc raised-from-the-Bond-Issue)-will-require-a-Special-Resolution———- —————
Srs-(with-a-75% Tajority-of-the-veting)—These-provisions-wilFnetapplyte—— — ———

(@a)-——the-issue-of-securities-to-satisfy-orto-raise-funds-fo-satisfy-the-Existing-Debt;

(b) the:issue:of:shar_es:up_on:the:exer_cise:of;existing:optio.ns:to:s.ubscribe—for:Shar.es;in:—;;;i
SPP; — - :
the-issue-of-options-on:the-terms-of-any-of-the-Guarantee:Eacilities;

the—issue—of—shares—on=exchange—of-any—of-the—shares=inz=CBM-pursuant=to-the
Scheme:-of-Arrangement-with-SPP

- (e)-——theissue-of-any-equity-participation-shares-as-permitted-by-SPP's-constitution;-or

\

(f——thecissue-of-shares—on=conversion-of-the=Existing-Notes=in-accordance-with=their.
existing-terms

7 In-order-tocissue-the-Secured-ConvertiblezBonds-on-these terms-it-is-necessary-tocamend—— ———
T SPP's—constitution-to-require-that-until-1=August-2005,-SPP-be-required-to-seek-a=Special
Resolution-of-Shareholders-in-order-to-seek-to-raise-capitalin-excessof-that:$102:-million

SPP-and-the-Bond:Issuer

————4.— RESOEUTION-3=Approval-of- Acquisition-of-a-Relevant-interest-by.

As-detailed-in-section-2:37itis-a-condition-ofthe-Bond-Issue-that-SCR-Koala-will-not;
without-thecconsent-of-SPP-and-the-Bond:lssuer-sell-transfer-orotherwise-dispose-of-its
interestin-any-SPP-Share-issued-on-exercise-of-a-Conversion-Option-before-May-23-2006

Consequently,-SPP-and:thezBond-lssuer-may-control-the-exercise-of-SCP-Koala's-power-to
dispose-of-SPP-Shares—In-thisregard;-SPP-and-the-Bond:Issuer-will-bedeemed;-under
the-Corporations-Actto-hold-a-relevant:i nierestin-the-SPP-shares-in-which-S€P-Koala
holds-a-relevantinterest: —

To-the-extentthat-SCP-Koala-holds-a-relevant-interestin-more-than-20%:-of-SPP-shares-it
isnecessany-for-SPP-andthe-Bond-Issuerto-oblain-Shareholder-approvalfo-enable-itto
also-hold-such-arelevantinterestin-SPP-sharés-pursuant-to-section-611-item-7-of-the
Corporations-Act(see-section2.4(arabove-foran-explanation-ef-the-requirement-of-section

61=item-7~)




e : In accordance -with-the-requirements-of-the Corporatlons Act the followmg detarls—are

provided = L ———
(a) Entlty acquiringrelevant-interest-SPP-and-the-Bond-lsswer— __ - -~ = ——— - ——-
— —(b) SPP's-and-the-Bonddssuer's-Associates: -SCPH Koala. — N
- (c) Maximum:-extent-of-increase:in-SPP's-and.the Bond Issuer s votrng power -50:86% -
or-53: ~25%-on-the-assumplions-as-set-out-in- -the-notes-to Table -3-and-53.25%on—-

- the-assumptions-set-out-in-Table-4- — - _ ,_,;ii_,i;,, -

——— (d)——Maximum:extent-of-increase-in-voting-power-of- SF_’Es Assocrates’fréfer to_ Tables 3 A
- ——— ———and-4-in-section-2:6(b): »_,7 [ : T
(e) The-Independent-Expert's-Report from_ RPMG- Corporate Finance-has-concluded- - - =~ I

E , — thatthe-acquisition-of-a-relevant interest-by-SPP and-the-Bond-Issuer in SPP's — -~ "

- Shares-to-be-held-hy-SCP- Koala Partners on-the terms-described above is-fair and———— P

= reasonable: : R B

1-fo_terms of Browning's Options——

o — —On-21-December 200'1—8h‘ar‘eﬁold’e’r's‘approved the-issue’ of f options to MrJohn™ Val T
Brownrng in-consideration-for-Mr-Browning-undertaking to procure-loans:to-be-provided-to- -
SPP-from-Wells-Fargo: Bank in-anzamount-up:-to- US$7 5 million=for-a- perlod of 3ryears. e

exercrsable unless Mr Brownlng has:- been a- dlrector employee or_consultant-of-either- SPP————— == _
or-CPM:at:-all-times-between:the-issue-of-thezrelevant- option-and-the-date~ of exerciseof——— -~
that-option R

Until-the-datezof-Mr-Browning's-deathzin-March-2003;- Mr Brownlng -was-a-directorof SPP.__
— The-Board-of-Directors-of SPP-are_of the-view that:the-options:are-still-exercisable-by-Mr.
o —Browning's:estate-notwithstanding-Mr-Browning-has-ceased-to-be-a-director-because_of - hlSi—
ueaur - i —

: the- Issue of- optlons—dld Aot expressly contemplate the S|tuat|on where M Browmng ————
- ceases-to-bé-a-directorbecause-of-death—the-directors now seek shareholder approval that——~— -
— the-options-may-stilF-be-exercisable-by-Mr=Browning-s- estate = -

—— ———Board-Recommendation— —- e -

[hé-Directors- unanlmously Support-ali-Resolutions- 1-2—5 and-4-and- urqe YOU-to ~Notein- FAVOUR——
of-al-Reselutions:




- — NOTICE-OF-EXTRAORDINARY-GENERAI=MEETING —
The-Extraordinary-General-Meeting-will-be-held:at-Brisbane-Marriott-Hotel:-515-:Queen-Street
— Brisbane-on-the-23rd-day-of-May-2003-at-10:00-am-to_carry-outthe-following-business: —
,, : AGENDA -
o ———— ——BUSINESS e ——— - - =
) - ~~—Resolution-1=Approval-ofissue-of options-and-shares-to-SCP-Koala-Partners —
~ . .~ ~To=considerandrifthoughtfit-to-pass-the-followingresolution-as-an-ordinary-resolution: - —
- o THat-purSuantto-and-in-accordance-with-Section-61-1-item-7-of-the-Corporations-Act-arnd— e —
= Rule=r-1-of-thecListing-RulesTot-Australian-Stock-Exchanye-Limited-and-forall-other. f
S — ———purposes,-thecCompany:-approves.———
7' - (a= Thegrantto-S CP-Koala-DE-LLC as™trustee-and-manager-for~SCP-Koala-Pariners
(comprising~Koala-investment:Parlners,-SCE-Koala-Holdings-and-JeffD.-Sandefer.
P — as-trustee-of-thezSCP-Koala=Trust)-of-thezoptions-(up-to-azmaximum-numberof ————————
S — 4.33;333;1.60-subjectto-any-restructuring-and-dilution)-that-entitle-the-holder-of the
. ————————options-to-azright-to-subscribe-for-ordinary-shares:in-the-zCompany-on:the-terms—————————
e described-in-Section-2-of-the-Explanatory-Memorandum-which-accompanies-the————— -
‘ Notice-of-Meeting-for-this-meeting-(Optiohs>): -
by the-issue-and-allotment-of-shares-to-SEP-Koala-DE-LEC;-pursuant-to-the-exercise———
o ofthe-Options-granted-to-SCP-Koala-DE-LEC=on-tfie-terms-described-in-Section-2
B of-the Explanatory-Memorahdum-whith-accompanies-the-Notice-of-Meeting-for-this
T meeting;~and
- - : (6)=——the-approval-of-the-acquisition-of-any-relevantinerests-in-SPP-sHares-as-a-1resultof——
T - thesisstie-and-allotmentof-shares-to-SCR-Koala-DE-LLC-and-each-such-acquisition
R — of-azrelevantiinterest-as=described-in-Section-2-0f-theExplanatory-Memorandum

which-accompanies:thezNotice-of-Meeting-for-thiszmeeting’

—— — ——Resolution-2--Amend-Constitution-to-remove-20%-ownership-restriction-and-insert-a-
—— ——requirement-that-a-special-resolution-be-obtained:before-the-Company-undertakes-a:Capital———— ——
Raising-inzexcess-of-$102-million

- To-consider-and;if:thought-itto-pass:the-following-resolution-as-a:special-resolution
Thatsubjectto-thespassing-of-Resolution=1-in-thisnoticecof-meeting ~the=constitution-of:the i
L Company-beamended-with-immediate-effect-by.
- (a) deleting-articles=TA~FB~7C=8A,-8B~8C 8D, -8E-8F-8G-9A—10A-and-10B-and

(b)=——inserting-in-place-o-the-articles-referred-to-in-paragraph-(a)-the-following-article—-FA:

—— (8)/——Ttie-Company-may-net,_priorto-1-August-2005-iSSue-share s;-or-eptions-or
Other-convertible-instruments-purstant-to-which-the-holdermay-require-the
T isste-of-sharesrother-than-with-the-approval-ofshareholdersby-Special—
— Resolution;
= (b) Sub=clause-(a)-doesnotpreciude-thesissue-of-shares-oroptions-orother
i convertiblesinstruments-pursuantto-which-the-holdermayrequire-thesissue——
J—— : of-shares;zin-the-following-circumstances
= — (i) thetissueof-shareszand/or-options-and/or-convertiblezinstruments —
—— (on-one-ormore-occasions)-where-thezaggregate-gross-amount
raised-by-the-Company-does:not-exceed-$102-million-(inclusive-of -
B funds-raised-or-to-be-raised-through-the-issue-of-convertible-bonds -
— as-contemplated-by-the-2003-Bond-Facility-Agreement-but
— Exclusive-of-funds-raisea-underany-of-the-following-exeeptions);
— (if) the-issue-of-shares-in-any-of-thie-following-circumstances:
— (A) as-a-result-of-conversion-of-any-ofthe-Existing-Notes;-or
I (B) for-the-purposes:zof-raising-funds:to-repay-any-part-ofthe
moneys-owing-pursuant-to-the-Existing-Notes;-or
- (C) being-fully-paid-ordinary-shares:-issued-for-the-purposes:-of
- - raising-funds-to-repay-any-part-of-the-moneys-owing
- - = - 4




pursuant-to-any-financial-accommodation-obtained-as-a

result-of-any-Guarantee-Facility-6r-any-guarantee-or

indemnity-in-rélation-to-such-financial-accommodation=—or

(D) any-combination-of-(A)-(B)-and«(C);

. {ifi). thezissue-of-shares-upon:the-exercise-of-any-Existing-Opfion;
- (iv;) the-issue-of-any-options-on:the-terms-of-any-Existing-Arrangement; —
v) thesissue-of-shareszon-exchange-of-any-of thez=CPM-Shares——— —
. pursuant:to-any-Scheme
(i) thezissue-of-any-equity-participation-shares:as-permitted-by:this

Constitution

(i) thezissuezof-shares-on-conversion-of:thezExisting-Notes:in

accordance-with-their-existing-terms

- (c} In-this-article=7A
- Existing-Options-means
(i) Optionspursuantto-Browning-Guarantee-Facility: -
{if) Cptions-pursuant-to-Whittemore-Guarantee-Facility=
— {ili) Options-pursuant-to-Chace-Guarantee-Facility-

{iv) the-Conversion-Qption-as-to-the-convertible-honds-iSsted-pursuant
to-the-2003-Bond-Facility-Agreement= -

v) the-Suneca-options-(being-the=12-500:000-entions-issued-by-the
Company-to-Suneco-Inc-on-20-April-2009-and-the—12-334-656
oplions-issued-by-the-Companyif-conjunction-with-the-Stherme-(if
replacementof-the-cancellation-of-options-previouslyissued=by. -
CBM);-and

{ V’."," the-options-associated-with-the=200 2-non-renoti n‘ca‘b‘le?ri‘g htsTissue
(including-the-private-placement(s)-effected-at-thezsame:time)

ExistingArrangementmearns: —

(i) tne-Browning-Guarantee-Facility-being-the-CGuarantce-Facility
between-John-Val-Browning-and-the-Company-(amongstothers)=as:
modified-by-thezCPM-SEG-Options-Cancellation-Deed-between-the
same-parties;

(ii) the-Whittemore-Guarantee-Facility-being-the=Guarantee-Eacility
between:the—Trust-nominated-by-E-Whittemore-and-thez=Company.

— (amongst-others)

{iii) thezChace-Guarantee-Facility-being-thezGuarantee-Facility
between-MG-Chace-lll-and-thezCompany-(amongst-others)

Existing-=Notes-means:the-convertibleznoteszissued-by-the-Company-and

z‘he-ron_\zertible:notes:issue.d:b.y_-GEM,—_each:otthcQ:are:co_n._\zertible:into —

shares:in-the-€ompany-and-which-have-a-maturify-date-of--Becember.

2004

""" 2003-Bond-Facility-Agreement-means-the-Bond-Facility-Agreement —
between-Stuart-Enérgy-{Nominees)-Pty-Ltd-(as-bond-issuer)-and-the
Company-(as-equity-isSsuer)|-(amongst-others):
(d) This-arficle-fA-ceases-to-have-effect-as-and-from-termination-(for-any
— reason)-ol-the-2003-Bond-Facilit-Agreement="
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~~vr~*4—Votmg Exclusrons for Resoltglonej;and 2—— E ——— = 7_;_ —— Tﬁ

e TscPReslad o e e e

P e ﬁh_Assocrate of-SEP-Koala.- ~~-Vf*}:5{::{ — e I —

- — = 7H6W€\E§PP “need not dlsregard aveleifi— - = T —

- - ’ . _-itis-cast-by-a-person-as proxvy for a person- rwho-is- ent:tled to vote |n—a‘ﬁaance with-the-directions-on-the- R —

- T ,,proxy form; or__w:;_ e —— — — '
' S j:f *f“ls cast by the person chalrmg.the meetlng as- proxy for a. person_who is: entrtled to_vote,_ln accordance .

'_i:_;:;‘:iiResolutlon 3= -Approval ~of-acquisition of relevantiinterest-by"SPP" and the Bond-Issuer——

To consrde‘r'a‘nd»Alf thought‘flt to'p‘a’ss “the-following-resolution-as-an-ordinary-resolution:

- —— ———_“That-pursuant | to and.in- accordance With-Section- 617 item-7-of-the-Corporations- Act—mewn—r — =
e —wCompany approves and-authorises-the-Directors-of the-Company-to- impose-a-conditionron————
LT ————— SCF-Koala’s-ability-to-sell-transferorotherwise-dispose-ofits-interestin-any- “Share-issted—— ————
e o/ -exercise-of thezConversion-Option-(described-in-the-Explanatory- Memorandum.whlch" e —
R ———— accompanies this.notice-of. meeting)-fora: per/od end/ng:23 “May-2006-"—— e -
7 —Voting’EEI‘LTgions-chResolution43-'~~'~— : e
B — —SPP-will-disregard-any-votes-cast:on: resolutlon 3by: -
S —————me—SPP;_ -

«—the-Bond-Issuer;-and:

LT —e— an-Associate-of- SPP-or-the-Bond:-Issuer;whichincludes-SCP-Koaia

e *However—SPP'need-not-disregard-a—vote-if. — ~ -
f::—— proxy form or i) - T —— e e ——
LT et T is cast-by-the-persen- chamng the >-meeting as proxy fora-persen-who-is- entrtled‘to ~Voté-in-accordance - |—————————
R —with:a direction_onthe. proxy form:to-voteras: the‘proxy decides A ——
- -——Resolutlon 4= Vary terms of Browning's-option - — _ _*
L __;;:Ib oonSIder and -if- thought flt to-pass-the- followmg resolutlon -aS-an-or¢ lLa[y_r,e~ o_l ,t or —
‘ P ;éh_arehOIaérs oR-21~ Decernber 2001”to"a//ow 'the op‘ticﬁs—to be-exercisable- -By-MF
© . T = . Browning'sestate-notwithstanding-the-factthatMrBrowning-has-ceased being-a director————————
- — of-SPP-due-to-hisdeath"— Sp—— —— : it
e ’tT—Votlng Echu5|ons for- Resolutuon 4 o Loontn — —
— SPP-will disregard-any:votes-cast-on: resolutlons by == —
~ [+ MrBrowning'sestate;-and — = —
f:"‘ e AnyAs Assocrate -of-MrJohn-Val- Brownlng - - — - - et :*“_ —
SR ,;_ However;: SPP need-not-disregard-a_vote if.
. ———--—-e _itis_cast-by:a- person as:proxy-for-a: person: who is-entitled-to-vote in-accordance-with:the-directions-on: the—:
Je— == - r—~—fproxy T (e T e ——— - — - - —————
—|—e—Iis- cast by theé person chairing-the- meetlng -aS proxy /-for-a-persen-who-is-entitied-to- vete -in- accordance —
R — |- —with-azdirection-on:the: proxy form:to-voteras:thezproxy-decides — " ————=
- I - - e B —_ S e —— = [




e Daedtis iRy of ApriF2003 e = =
————By-orderoltheBoard————— e .
T Rk e
[ ,—Company Secretary-——— g — - - — T

~——————"8outhern-Pacific: Petroleum NL= : — E—— - — - *

———  ——Notes—— —
———————Persons-entitled-to-Vote : i —————
SPP-has:determined:in-accordance:-with-regulations-pursuant-to-Section-1074E-of the- CorporatlonS* -
Act-that-for-the-purpose-of-voting-at-the-meeting—shares-will-be-taken-to-be-held- by-those-persons —— ——
~_ - — -recerded-on-SPP's:Registeras-at-7-00pm-(Brisbane-time) on-21"May-2003————— S

e Proxies — - : ——
- ———————Pleasenote that — — - — S
L= : M A proxy-form-accompanies-this-notice-of meeting — i e —
77777 (ii) Each-member-entitled-to-attend-and-cast-a-vote-may-appoint-a-proxy.—A member.entitied to——————
attend-and-cast:at: Ieast two-votes at:thecmeetingis-entitled:-to-appointnot: morethantwo . ——
proxies —— — -
— (iiy——Where: more-than-one: proxy-is-appointed-each:-proxy-may-be- appomted to-represent-a ——
- specified-percentage:-of-the-member’s-voting-rights—in- In:theevent:that: the-form_of proxy. - -
— --does-not:nominate-a-specified-percentage-it wil-be-deemed-that-each- proxy-may-exercise

an-equal-portion-of-the-member:s-votes -(with-fractions-being: disregarded)—— ——— —
A-proxy-need-not:be-a-member-of-SPP —

— gy

(V)

) The-proxy-form-must_be_signed-by-the: member-orthe-members. attorney—Proxies-given-by -
== ———————g-corporation-mustbe-executed in-accordance-with-the- Corporat/ons -Act:and_the_ I
—————— — - constitution-ofthat: corporation: — —

*7vi; ——An-instrument-appointing-a: proxy.and -the-power-of-atforney or other- authority-(if-any)-under—
— —~which-it-is-signed-must-be-lodged-ai SPP's-share registry-at- Computershare-lnvestor ———— - -~

—————— -—Services Pty-td-evel-27-Central-Plaza-Ore—345-Queen: Stréat - Brisbane-Qid-4000-or——
————faxed-on-(07)-3229-9860-by-10:00am—(Brisbane-tifmé) on-21-May-2003 in-accordance with

o o ———the- lnstructlons set-outon-the proxy-form- — - —

—Glossary —

- - _Associatee———— ————Has-the-meaning-given- teithert_e;rrm -In-the-Corporations Act. -

© - Australian-Stock————Australian-Siock Exchange Limitad: —— — -

—r‘—Exchanqe Or-ASX - - — P ————r—e

— __—n_ondholder

h e -holder-of-a-Secure _d_ConvertabIe Bon - R e ——

o

,f,~::~;_Bond Issue Ref -to-the-transaction-detailed-in_section2-2-ofthe- Explanatorv
— Mem andum -to-this notice of meeting—

,f}_;_—_—Bond Issuer

Stuart art-Energy (Nominees)-Pty-Etd: (ACN -078-244- 629)%‘:; s

- —Capital-Raising___—_———, —Any:form-of-capital-raising-including:a. publlc issuerarights-issue:
[— — ——-—and-a-private- placement-—— - .

—————Company-or-SPP———Southern-Pacific:Petroleum-NE-(ACN-008-460-366) ——— ——

- _—————Conversion-Option————The-option-of-a-Bondholderto-convert- (in-wholezorzin: part) .

T o —— Secured-Convertible-Bond-into-SPP-Shares—— =

— — — - — P — :“”"T27




Conversion-Price $0:12

- Corporations-:Act———The-Corporations-Act-2001i necluding-thecregulationscmade-under-it
CRM Central-Racific-Minerals-NI=(ACN-008460-651)
— CPM-Shares CPNfuliy-paid-ordinary-shares;-contributing-shares-ana-equity
participation-shares:
Dollar-or-$ Australian-dollar
Existing-Convertible Converible-notes-issued-by-SPP-and-by-CPM-which-have-a
Notes maturity-date-ef-1-December-2004-
Existing-Debt |ndebtedness-pursuanito-the-Existing-Convertible-Notes-and-the

(Guarantee-Facilities

Fhe-qguarantee-facilities-pursuant-to-which—-in-exchangg-forthe-grant

Guarantee-Facilities

of-options,-JV-Brewning-_F-Whittemore-and-MG-Chace-Ill;

undertake-to-procu rezloans-to-be-made-to-SPR-(amongst-others):

Koala-Manager——————SGCPKoala-ManagerkEG

KPMG-Corporate————KPMG-Carperate-Finance-(Aust)-Pty-Etd-(ACN-00/-363-215)

Finance

Majority-Holder—————Befo re-the-issue-oi-the-Bonds;-and-for-se-long-as-ithelds-50

[9)4
FAY

<

b

1

more-o-tne-agg regate-face-amount-outstanding-oi-the-Bong

Koala-and-otherwise-the-Security=T-rustee:

Ordinary-Resolution A-resomtlon—passea—ta-y—at—least—aOY/o-OT—t-ne—votes-c-:ast—Dy—memDers

Related-Entity—————Neans_with-respectto-SC P-Koala-a-related-entity-(within-the

meaning-of-the-Corporations-Act)-as-at-16-Apri -2003-0f-SCR

Koalamor-of-Koalazlnvestment-Partners ~SCP-Koala-Holdings-or-Jeff

D—Sandefer-as-trustee-for-the=SCP-Koala—Trust

Rundle-Joint-Venture Thesjoint-venture-established-under-the~Joint-Venture-Agreement

dated-18=July-1985-between:Esso-Exploration-and-Production

Australia—Inc;-SPP-and-CPM

SCP-Koala SCPKoala-DELLLC

SCP-Koala-Rartners SCP-Koala-Rartners-a-partnership-comprising-Koatazlnvestment

Partners -SCP-Koala-Holdings-and-Jeff-D-Sandefer-as-trustee-for

the-SCP-Koala-Trust

— Sandefer:LP Sandefer-Capital-RPartners-=R
Security. Fhe-security-to-be-provided-by-SPP-and-the-Security-Providers-and

detailed-in-section-2:3-of-the-Explanatory-Memorandum:to:this

notice-of-meeting

Security-Providers SPR;

CPM;

Beloba-Pty-Ltd=(ACN-=01:0-054=109);

Southern-PacificPetroleum-(Aussun)-Piy-Etd-(ACN-076-622-0297;

Southerr-Pacific-Petroleum-(Development)-Pty-Etd(ACN-076-976

Southern-Pacific-Petraleam-(Management)-Py-Etd-(ACN-072-908

966;

Southern-Pacific-Petroleum-(Stuart)-Pty-Ltd-(AGN-076-655-895);

Fogetherwith-any-fufure-Subsidiary-of-SPP-which-holds-assets-in

excess-0f-$250,000-

Security-Trustee——————Sandco-Koala;-ELC:

Shareholder-Approvals—The-approval-of-Shareholders:to-Resolution s-15-2-3-and-4-and-the

approval-of-EPM-shareholders-fo-entry-intothe-Bond-Issue-and
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provision-ofthe-Security-and-the-approval-of-the-shareholders-of the——————~

other-Security-Providers-to-entry-into-the-transaction-

Shareholders ‘The-shareholders-of-SPP-

Special-Resolution Aresolution-of-which-notice-as-set-out-inzsection-2491(c)-of the -
Gorporations-Act-has-been-given-and-which-has-been-passed-by-at
least-75%-of-the-vetes-eastby-members-entitled-ta-vote-on-the — — -
resolution-

SPP-Group SPP-and-its-Subsidiaries-ercompanies-in-which-eitherSPPerifs————— ——— -
Subsidiaries-hold-more-than-50%-ofthe-isstued-shares- —

SPP—Group-A»ssets———All—assets—lntended—to-be—the-subleet-of—t-he—Seeur-|tv. —

SPP-Shares Fully-paid-ordinary-shares-in-SPP— = —

Stuart-Project “Fhe-project-for-the-development-of-a-commercially-feasible

operation-for-the-mining-of-oil-shales-and<the-extraction-of-products

from-such-oil-shale:

Stuart-Stage-1

The-Stuart-Stage-1-démonstration-plant-with-a-design-capacity-of ————-

4:500-barrels-of-shale-oil-per-stream-day-and-the-encempassing-ME

80003-Rerthef-Gladstotne—rn—— 0 —————————

Stuart-Stage-2

A-future-development-propesal-atthe-Stuart-eil-shalé-déposit-with-a————  —————

currently-planned-production-output-ef-at-least-15;000-barrels-of

Subsidiary

Has-the-meaning-in-Section-46-of-the-Corporations-Act:

p4-)
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KPMG Corporate Finance (Aust) Pty Ltd A.C.N. 007 363 215
Licensed Securities Dealer

1.1

1.2

1.3

1.4

Central Plaza One GPO Box 223 Telephone: +61 (7) 3233 3111
345 Queen Street Brisbane Qld 4001 Fax: +61 (7) 3233 9789
Brishane Qld 4000 Australia DX 201 Brisbane

Australia

The Directors

Southern Pacific Petroleum N.L.
Level 11, Riverside Centre

123 Eagle Street

Brisbane Qld 4000

17 April 2003

Dear Sirs

Introduction

Background

Southern Pacific Petroleum NL (SPP' or “the Company”) is a public company listed on the
Official List of ASX and is actively involved in the development and exploration of
Australian oil shale deposits. At close of trading on 11 April 2003, SPP had a market
capitalisation of approximately $69.1 million”.

SPP controls oil shale resources in Central Queensland, which are estimated to contain a net
17.3 billion barrels of in-situ shale oil resources.

There is no commercial scale production of oil from shale anywhere in the world.

The Company’s principal activity has been focussed on the establishment and operation of a
research and development plant near Gladstone, known as Stuart Stage 1, for the commercial
exploitation of the Stuart Oil Shale Deposit. Pioneering ATP technology, Stuart Stage 1 has
produced in excess of 700,000 barrels of oil products and recently achieved a record
sustained production run of 56 days, with peak shale processing rates attaining 84% of
capacity for short periods. SPP has in place long term contracts with Mobil Oil Australia for
its naphtha and its fuel oil products are well accepted in the Singapore Bunker market.

" Defined terms in this report are capitalised and have the meaning defined in the Explanatory Memorandum.
2 All dollar amounts in this report are denominated in Australian dollars unless otherwise specified.
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SPP’s business plan specifically related to the Stuart Oil Shale Deposit provides for:

®  The execution of a Stuart Stage 1 capital improvement programme designed to achieve
reliable operation of the research and development plant that has a design capacity of
4,500 barrels per stream day.

m  Establishment of Stuart Stage 2, a commercial plant involving a four-times scale-up of
the Stuart Stage 1 plant to include a single commercial scale ATP module. Stuart Stage 2
is planned to process approximately 23,500 tonnes of oil shale per day, to produce up to
15,500 barrels of oil per day. SPP estimates the required capital expenditure to design,
construct and commission the Stuart Stage 2 plant will be in the order of $600 million.

®  Establishment of Stuart Stage 3, a full-scale commercial plant involving multiple
commercial ATP modules similar in size to the Stuart Stage 2 ATP. Current Stuart Stage
3 studies envisage production output attaining a level of up to 155,000 barrels of per day.

SPP recorded a net operating cash outflow of approximately $44 million for the year ended
31 December 2002, which was followed by a net operating cash outflow of approximately $1
million in the two months to 28 February 2003.

SPP completed a rights issue and placement in November and December 2002 raising
$10.2 million, at a price of $0.35 for each SPP Share. This equity raising closed
undersubscribed.

As at 28 February 2003, the Company held cash in the order of $9.7 million. In the absence
of raising new capital, management’s forecasts anticipate that continued operations will
result in the consumption of the current cash holding within six months. Accordingly, a
financial investor is required to provide funding for the reliability enhancements to Stuart
Stage 1 and to provide working capital.

Agamnst this background, SPP’s senior management have been actively involved in seeking
financial investors and also joint venture partners, particularly since the exit of its former
joint venture partner, Suncor in April 2001.

These investigations culminated in SPP and certain other group companies entering into a
Bond Facility Agreement with SCP Koala DE LLC (“SCP Koala”), a special purpose
investment vehicle managed by SCP Koala Manager LLC, being a company owned and
controlled by Jeff D Sandefer, for the issue of Secured Convertible Bonds.

SCP Koala® has committed to purchase Secured Convertible Bonds for an amount of $34
million in a first tranche following SPP Shareholder approval and other necessary approvals
primarily to fund Stuart Stage 1 upgrades and general working capital.

Subject to SPP achieving certain performance criteria on Stuart Stage 1 and approval of the
Stage 2 Environmental Impact Statement, SPP may call on SCP Koala to purchase additional
Secured Convertible Bonds for the next phase of work on Stuart Stage 2.

* SCP Koala acting as manager and trustee for and on behalf of SCP Koala Partners.
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QCutline of the Bond Issue
The principal terms of the Bond Issue that directly affect the shareholders of SPP are that:

@ the Bond Issue will be completed by Stuart Energy (Nominees) Pty Ltd (a subsidiary of
SPP).

8 Tranche 1: SCP Koala will purchase Secured Convertible Bonds with a face value of
$35 million to be issued at a discounted sale price of $97,143 per $100,000 Secured
Convertible Bond to raise a net amount of $34 million. It is anticipated that these bonds
will be issued immediately following the satisfaction of the conditions precedent,
including the obtaining of Shareholder Approvals and other approvals but no later than
31 December 2003.

Tranche 2: If the Stuart Stage 2 Environmental Impact Statement is approved and there is
independent verification that Stuart Stage 1 plant performance is progressing to
sustainable breakeven operating cash flow, SPP can call up to $8.5 million in funding by
requiring SCP Koala to subscribe for Secured Convertible Bonds, issued at face value.
Similarly, SCP Koala may call for the same number of Secured Convertible Bonds at any
time after the Tranche 1 issue but no later than 31 December 2005.

Tranche 3: At SPP’s election, the Company can call up to a further $8.5 million in
funding by requiring SCP Koala to subscribe for Secured Convertible Bonds, issued at
face value, conditional upon independent verification that Stuart Stage 1 has achieved
sustainable breakeven operating cash flow and that satisfactory progress is being made as
to Stuart Stage 2 (including approval of the Stuart Stage 2 Environmental Impact
Statement). Similarly, SCP Koala may call for the same number of Secured Convertible
Bonds at any time after the Tranche 1 issue but no later than 31 December 2005.

@ SCP Koala may convert the Secured Convertible Bonds into SPP Shares at any time
prior to their maturity (“the Conversion Option”). Each Secured Convertible Bond may
be converted at the Conversion Price of $0.12 into 833,333 SPP Shares, subject to any
anti-dilution adjustment described in section 2.3 of the Explanatory Memorandum
designed to maintain SCP Koala’s ownership interest, should any Existing Debt be
converted into more than 150 million SPP Shares.

Whilst SCP Koala holds at least 100 Secured Convertible Bonds, SPP will undertake to
allow SCP Koala nominate one person for appointment to the board of SPP. Upon
conversion of SCP Koala’s Secured Convertible Bonds to SPP Shares, SPP has
undertaken to procure SCP Koala representation on the SPP Board, commensurate with
its then shareholding in SPP.

SCP Koala is prevented, without SPP’s consent, from transferring or disposing of its
interest in any Secured Convertible Bonds or any SPP Share issued on exercise of a
Conversion Option (other than to SCP Koala’s affiliates) before the third anniversary of
the extraordinary general meeting of SPP Shareholders to which the Explanatory
Memorandum relates.
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® In certain circumstances, if SPP seeks to raise additional capital SCP Koala will be
provided with an opportunity to participate to enable SCP Koala to maintain its
percentage equity interest in SPP.

®  The Secured Convertible Bonds do not bear interest and each Tranche matures 5 years
from the date of issue, at which time the face value is repayable in full.

Therefore, the Conversion Option could result in SCP Koala’s percentage interest in SPP,
being anywhere in the range of:

m  41.4% (including existing holdings of SCP Koala and its Associates) on a fully diluted
basis and assuming that only Tranche | of the Bond Issue is completed; and

B 50.9% on a fully diluted basis assuming that each tranche of the Bond I[ssue is completed
and assuming no other shares are issued. The terms of the Bond Issue and the
Conversion Option are set out in more detail in section 5 of this report.

SPP is now seeking Shareholder approval for the allotment and issue of options to SCP
Koala and the allotment and issue of SPP Shares to SCP Koala that may result should SCP
Koala decide to exercise the Conversion Option. The specific terms of the resolution to be
approved by shareholders are set out in the Explanatory Memorandum to which this report is
attached.

As SCP Koala is prevented without SPP’s consent from transferring or disposing of its
interest in any SPP Share issued on exercise of the Conversion Option before the third
anniversary of the extraordinary general meeting to which this Explanatory Memorandum
relates, SPP is also seeking Shareholder approval to enable the Company to hold such a
relevant interest in SPP Shares.

Purpose of our report

Corporations Act

Section 606 of the Corporations Act (“the Act™) provides a general prohibition to any person
who has a relevant interest in 20% or less of the voting shares of a company from increasing
their relevant interest to greater than 20% in the absence of a formal takeover offer. There
are, however, various exemptions to this rule set out in Section 611 of the Act, including
where a majority of the Company’s shareholders, other than those associated with the party
to acquire the entitlement of greater than 20% (“the non-associated shareholders™), pass an
ordinary resolution at a general meeting approving the relevant transaction.

In addition, as a result of a restriction upon SCP Koala’s ability to deal with any SPP Share
issued on exercise of a Conversion Option, SPP is deemed to hold a relevant interest in its
own shares. As a consequence, SPP is also required to obtain shareholder approval for the
acquisition of this relevant interest pursuant to section 611, item 7 of the Act.
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Policy Statement 74 (“PS74”) issued by the Australian Securities and Investments
Commission’s (“ASIC”) antecedent body, the Australian Securities Commission, requires
that, in considering whether to approve the potential future allotment and issue of fully paid
ordinary shares to SCP Koala upon conversion of the Secured Convertible Bonds, non-
associated shareholders be provided with a report assessing whether the Conversion Option
is fair and reasonable in the context of the interests of the non-associated shareholders.

The term fair and reasonable in these circumstances has no legal definition. PS74 provides
that an assessment of whether a transaction is fair and reasonable should involve a
comparison of the likely advantages and disadvantages to the non-associated shareholders if
the Conversion Option takes place with the likely advantages and disadvantages if it does
not.

This implies that fairness and reasonableness should be assessed as a single concept.
Accordingly, for the purpose of our report, we consider that the Conversion Option will be
fair and reasonable if the non-associated shareholders would be better off as a result of the
relevant allotment and share issue taking place than if it did not.

ASX Listing Rules

The Bond Issue provides for the Conversion Price of 12 cents to be adjusted by any
reconstruction of capital (including any return of capital) of SPP and any bonus issues by
SPP.

ASX Listing Rule 6.20 prohibits an option from permitting the holder to participate in a new
issue, such as a bonus issue, unless an exception to the rule applies. The relevant exception
is Listing Rule 6.20.3. It applies where the option is issued with shareholder approval and is
not a quoted option. In these circumstances, the holder can participate in the new issue at the
same time and price as the shareholders, provided that the notice of meeting contains a report
by the independent expert on the effect of the proposed right of participation.

This report has been prepared for inclusion in the documents that will accompany the Notice
of Extraordinary General Meeting to be held on 23 May 2003 and solely for the purpose of
assisting the non-associated shareholders of SPP in considering whether to approve the
Conversion Option and SPP’s acquisition of a relevant interest and to report on the effect of
the proposed right of participation.

We do not assume any responsibility or liability to any party as a result of reliance on this
report for any other purpose, including, but not limited to, investment or lending decisions in
relation to SPP.
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Summary of opinion
The Conversion Option

Opinion

In our opinion, the Conversion Option is fair and reasonable to the non-associated
shareholders of SPP.

Our opinions are based solely on information available as at the date of this report as set out
in Appendix 1. In particular, the directors have advised us that whilst preliminary
discussions have taken place with parties in relation to the provision of equity funding and/or
the establishment of a joint venture relationship, no agreement has been reached in a timely
manner. In the event the Company was able to secure sufficient funds from other sources to
bring Stuart Stage | to full production, to provide working and other capital to advance the
next stage of development for Stuart Stage 2 prior to the meeting of shareholders to approve
the Conversion Option, this may have a material impact on our opinion.

The principal factors that we have taken into account in forming our opinion are summarised
below and discussed in more detail in section 12 of this report.

Advantages

Approval of the Conversion Option will provide SPP with an opportunity to continue as a
going concern

SPP is in a vulnerable financial state having recorded a net consolidated trading loss
attributable to members of approximately $39.5 million for the year ended 31 December
2002.

SPP’s consolidated cash flow statement indicates that whilst the Company recorded net cash
outflows from operating activities of approximately $44.0 million. These net outflows were
largely funded by a significant increase in long-term borrowings (approximately $32.5
million). The Company has recorded net cash outflows from operations in the current year
of approximately $1.1 million in the two months to 28 February 2003. The Company
currently holds cash in the order of $9 million.

SPP management expects that the Company’s continued operations will result in the
consumption of this cash holding within six months.

Therefore, it is critical that SPP immediately achieve at least one of the following in the short
term:

® araising of substantial equity from an investor(s);
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]

E sccuring a joint venture partner who would fund working capital and the capital
expenditure necessary for SPP to execute its business plan; or

& raising of further equity from existing shareholders and/or the market generally.

SPP’s senior management have been actively involved in seeking financial investors and
joint venture partners and the Company does not have in hand any significant equity or debt
funding alternative to the Bond Issue.

Based on the results of the recent rights issue and placement, the current trading price of SPP
Shares, the current state of equity markets generally and the current uncertainty in relation to
the prospects of SPP, we consider that SPP has limited prospects of raising further
significant funds in the absence of the Bond Issue from equity and/or debt markets.

We have discussed with the directors the likely outcome in the event shareholders resolve
not to approve the Conversion Option. The directors have indicated that, in their opinion,
unless an injection of substantial capital emerges quickly, it is possible that SPP will not be
able to continue as a going concem.

In these circumstances the directors consider the most likely outcome will be, within a short
timeframe, the appointment of an external administrator to the SPP Group and that if this
were to occur, it is likely to trigger certain events of default under the existing convertible
notes and Guarantee Facilities which, in turn, is likely to lead to the relevant parties seeking
to enforce their rights.

In the circumstances of a forced realisation, we expect that the values of SPP’s mineral and
exploration assets would be adversely impacted, thereby negatively impacting the prospects
of a return of capital to SPP Shareholders.

We note that in such circumstances, if the net proceeds from a realisation of SPP’s mineral
and exploration assets were 18% or more below the value implied by SPP’s current trading
price of $0.17, then this would result in a realisation value per SPP Share less than that
implied by a conversion price for the Secured Convertible Bonds of $0.12.

Shareholder approval of the Conversion Option is a condition precedent to the Bond Issue.
Accordingly, approval of the Conversion Option will, assuming all other conditions
precedent are either satisfied or waived, facilitate completion of the Bond Issue.

Capital injections from the Bond Issue are expected to provide funding to achieve design
capacity for Stuart Stage 1

The capital injections (if tranches 1 to 3 proceed) are expected to provide sufficient capital to
enable Stuart Stage 1 to achieve design capacity, which may result in the demonstration plant
achieving positive cash flows, and may provide capital toward advancement of the next
phase of Stuart Stage 2.
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Exercise of the Conversion Option may be positive in attracting the interest of investors
and joint venture partners

The application of the Bond Issue proceeds to establish the reliability of Stuart Stage 1 and
the next phase of the financial feasibility of Stuart Stage 2, coupled with the conversion of
the Secured Convertible Bonds into equity in SPP may contribute to lowering the perceived
risk of an investment in SPP. 1f positive results are achieved then this could reasonably be
expected to be positive in attracting the interest of investors and/or joint venture partners,
which in turn may translate into higher trading prices and increased liquidity in SPP Shares.

Disadvantages

Exercise of the Conversion Option will significantly dilute the interests of existing
shareholders and SCP Koala may control SPP

Non-associated shareholders will experience a significant dilution of their interest in SPP’s
assets in the event that the Conversion Option is approved and SCP Koala elects to exercise
its rights. Currently non-associated shareholders hold 96.9% of SPP’s issued capital (fully
diluted). In the event that all three tranches are issued to SCP Koala and if the Conversion
Option is approved and SCP Koala elects to exercise its options to their full extent SCP
Koala may hold 50.9% of the expanded issued capital of SPP on a fully diluted basis.

Exercise of the Conversion Option will result in shares being issued at a discount to
current prices at which SPP Shares are trading on ASX

The Conversion Price for the issue of SPP Shares to SCP Koala of $0.12 represents a
discount of 29.4% to the closing price for an SPP Share on 11 April 2003 of $0.17.

It 1s usual for a premium to be paid over the value of a portfolio sharcholding in
circumstances where an acquirer will achieve control of an entity. Accordingly, in the
absence of other factors it would be usual in these circumstances for SCP Koala to pay a
premium for control.

Based on SPP’s current share price, SCP Koala is paying no premium for control. However,
in the absence of the Bond Issue we consider that it is not unreasonable to expect that the
underlying value of an SPP Share would fall, and may fall below the Conversion Price.

In any event, given the recent trading performance of the Company and the continuing
uncertainty as to both the Company’s future, the unproven nature of its technology processes
and its ability to generate a return to shareholders equal to its current net asset backing, we
consider it reasonable to expect that any equity investor would require a significant
inducement to inject a significant amount of risk capital into the Company at this time.
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Independent information relating to SCP Koala and its related entities has not been
provided to us

SPP has provided us with an outline of the strategic approach of Sandefer LP and its
activities but has not been able to provide us with significant independent or publicly
verifiable information upon which to assess the merits of SCP Koala and its related entities
and their funding capability, investment horizon and strategic capability.

The Bond Issue will be secured

Approval of the Conversion Option will, assuming all other conditions precedent are either
satisfied or waived, facilitate completion of the Bond Issue, which will, prior to any
conversion, increase SPP’s debt obligations by between $34 million and $52 million. The
Bond Issue is to be secured over the assets of SPP and various group companies to the extent
of $40 mitlion. When the Guarantee Facilities are extinguished, the security shall extend to
the full amount owing under the Bonds.

Accordingly, in the event of any cessation of business and realisation of SPP’s assets, prior
to the Guarantee Facilities being extinguished, the holders of the Secured Convertible Bonds
will have a priority to repayment ranking ahead of both unsecured creditors and non-
associated shareholders to the extent of $40 million. Any amount repayable in excess of $40
million will rank equally with other unsecured creditors but before non-associated
shareholders.

Other key considerations

Other factors which we have also considered are described in more detail in paragraphs
12.27 to 12.33 and include:

® completion of the Conversion Option may reduce the likelihood of a takeover offer being
received in the future;

® the anti-dilution provision under the terms of the Bond Issue may result in non-
associated shareholders being further diluted;

N atermination fee will be payable by SPP should the Bond Issue not be approved and an
alternative financing is completed within one year;

m the Secured Convertible Bonds are transferable subject to the 3 year hold described in
paragraph 5.1,

® a number of conditions precedent remain to be satisfied; and

w the directors have recommended approval of the Conversion Option.
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Acquisition of the relevant interest by SPP

In our opinion, the acquisition by SPP of the relevant interest in SPP Shares is fair and
reasonable to the non-associated shareholders of SPP as at the date of this report.

The restriction upon SCP Koala disposing of any Secured Convertible Bonds or any SPP
Share issued through exercising the Conversion Option prior to 23 May 2006 (other than to
affiliates) without the consent of SPP provides non-associated shareholders with some
degree of certainty as to the future composition of the Company’s share register for the
period that the restriction is in place.

Accordingly, we consider that the acquisition of the relevant interest does not adversely
impact upon the commercial interests of the non-associated shareholders.

The effect of the right of participation

The effect of the right of participation is to maintain the likelihood of the Conversion Option
being exercised, all other things being equal, in the event of SPP issuing bonus shares.

We consider that the right of participation in an issue of bonus shares without first exercising
the Conversion Option is commercially justifiable as the bondholder will have contributed
cash in exchange for the issue of the Secured Convertible Bonds and the bonds potentially
represent long term funding, not being repayable within the normal course of business within
five years.

An alternative to the right of participation would be for SPP to agree not to make bonus
issues so long as the Secured Convertible Bonds remain on issue. This may provide less
flexibility in capital management to SPP than the right to participation.

General

Defined terms in this report are capitalised and have the meaning defined in the Explanatory
Memorandum.

All dollar amounts in this report are denominated in Australian dollars unless otherwise
specified.

We have not undertaken to update our report for events or circumstances arising after the
date of this report.

This letter is a summary of KPMG Corporate Finance’s opinion and should be
considered in conjunction with, and not independently of, the information set out in the
remainder of this report, including its appendices.

Yours faithfully

S@w\

Steve Scudamore
Director

10
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Contents of the remainder of KPMG Corporate Finance’s report

The remainder of this independent expert’s report is set out below under the following headings:

4 Sources of information

5 Background to the Bond Issue

6 Basis of assessment

7 SPP’s oil shale project

8 Profile of SPP

9 Profile of Sandefer LP, SCP Koala and affiliates

10 Assessment of the underlying value of an SPP Share
11 Alternative sources of funding

12 Assessment of fairness and reasonableness

Appendix 1: Sources of information
Appendix 2: Risk factors

Appendix 3: Qualifications and declarations

11
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Sources of information

In preparing this report and arriving at our opinions, we have considered a number of sources
of information as detailed in Appendix 1 to this report.

In addition, we have also had discussions with SPP’s directors and management in relation to
the nature of the business operations, specific risks and opportunities, historical results and
prospects of SPP for the foreseeable future.

The statements and opinions expressed in this report are made in good faith and have been
based on information up to the date of this report that is believed to be reliable and accurate.
We have relied upon the information set out in Appendix 1 and have no reason to believe
that any material factors have been withheld from us. The preparation of this report does not
imply that KPMG Corporate Finance or any of its affiliates has carried out any form of audit
on the accounting or other records of SPP, Sandefer LP, SCP Koala, other group companies,
associates or investments.

The information provided to KPMG Corporate Finance included historic and prospective
information prepared by the management of SPP, Whilst KPMG Corporate Finance has in
part relied upon this information in preparing this report, SPP remains responsible for all
aspects of this information. Achievement of prospective results is not warranted or
guaranteed by KPMG Corporate Finance. Prospective information is by its nature uncertain
and is dependent upon a number of future events that cannot be guaranteed. Actual results
may vary significantly from prospective information and any variations may affect our
opinion.

The opinions of KPMG Corporate Finance are based on prevailing market, economic and
other conditions at the date of this report. Conditions can change over relatively short
periods of time. Any subsequent changes in these conditions could impact upon our opinion
either positively or negatively.

12
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Background to the Bond Issue

Terms and conditions

The terms of the Bond Issue and Conversion Option are summarised in the Explanatory
Memorandum. Broadly, these are as follows:

Table 1. Terms of the Bond Issue and Conversion Option

Term

Detail

Issue size and
price

Tranche 1: 350 Secured Convertible Bonds issued at a price of $97,143 to
raise a net amount of $34 million no later than 31 December 2003.

Tranche 2: 85 $100,000 Secured Convertible Bonds, issued at a price of
$100,000 to raise $8.5 million may be called by SPP, subject to approval of the
Stuart Stage 2 Environment Impact Statement and independent verification that
Stuart Stage 1 is progressing towards sustainable breakeven operating cash
flow. Similarly, SCP Koala may call for the same number of Secured
Convertible Bonds at any time after the Tranche 1 issue but no later than 31
December 2005. The conditions precedent include the issue of the Tranche 1
Secured Convertible Bonds and the obtaining of consent under the Rundle Joint
Venture to the necessary security to be granted over the interest of SPP and its
Subsidiaries in that joint venture.

Tranche 3: Up to a maximum of 85 $100,000 Secured Convertible Bonds,
issued at a price of $100,000 to raise $8.5 million may be called by SPP
conditional upon independent verification that Stuart Stage 1 has achieved
sustainable breakeven operating cash flow and that satisfactory progress is
being made as to Stuart Stage 2 (including approval of the Stuart Stage 2
Environmental Impact Statement). Similarly, SCP Koala may call for the same
number of Secured Convertible Bonds at any time after the Tranche 1 issue but
no later than 31 December 2005.

Use of funds

Funds advanced under the Bond Issue are required to be used for completing
SPP’s Stuart Stage 1 reliability and capacity capital program, general working
capital and the next phase of development of Stuart Stage 2. These are further
described in section 2.9 of the Explanatory Memorandum.

Interest rate

No interest payable

Security

Security is to be granted over SPP Group Assets. The bondholders will be
secured creditors to a maximum of $40 million. When the Guarantee Facilities
are extinguished, the security shall extend to the full amount owing under the
Bonds.

Stuart Project
Joint Venture

The bondholder’s security (without any reduction of debt) will be released to
the extent necessary to enable a sale of an interest (up to 49.9%) in the Stuart
Project to certain joint venture partners.

13
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Cont’d

Term Detail

Transfer Subject to certain limitations, Secured Convertible Bonds are able to be
transferred to third parties.

3 year hold SCP Koala undertakes that it will not, without consent, dispose of its interest in
any Secured Convertible Bond or any SPP Share issued on exercise of a
Conversion Option (other than to an affiliate) before the third anniversary of the
extraordinary general meeting of SPP Shareholders to which the Explanatory
Memorandum relates.

Maturity S years from the date of issue

Redemption

The face value is repayable in full upon maturity.

Conversion

May be converted at any time into fully paid ordinary SPP Shares, which will
rank equally in all respects with SPP current fully paid ordinary shares.
Partial conversion is permitted.

Conversion Price

The Conversion Price is $0.12.

SCP Koala match

In certain circumstances, if SPP seeks to raise additional capital SCP Koala will
be provided with an opportunity to participate up to a maximum of $51 million
to enable SCP Koala to maintain its percentage equity interest in SPP.

Board SCP Koala may nominate one person to the SPP board whilst it holds at least

Representation 100 Secured Convertible Bonds. Upon conversion of SCP Koala’s Secured
Convertible Bonds to SPP Shares, SPP has undertaken to procure SCP Koala
representation on the SPP Board, commensurate with its then shareholding in
SPP.

Anti dilution In the event SPP issues more than 150 million SPP Shares as a result of the

conversion of any Existing Convertible Notes and/or for the purposes of
repaying any Existing Debt, the Conversion Number (conversion ratio) used on
subsequent conversions by SCP Koala will be adjusted in order to maintain
SCP Koala’s ownership interest as if only 150 million shares had been issued.

Termination fee

1f all Shareholder and other approvals are not obtained and SPP receives
alternative financing before 16 April 2004, SPP will pay SCP Koala a break fee
of $900,000 and all reasonable expenses (out of the proceeds of that financing).

Source: Explanatory Memorandum

The Bond Issue is subject to a number of conditions which include:

m requisite shareholder approvals being received;

m requisite ASX approvals and/or waivers being received; and

® requisite approvals being received under the Foreign Acquisitions and Takeovers Act.

Based on interests as at the date of this report, if the Bond Issue proceeds and, in the future,
the Conversion Option takes place, the shareholdings in SPP that may be held by SCP Koala
and its affiliates are shown in the diagrams below.

14
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Assuming that tranches 1, 2 and 3 proceed, the maximum extent of the increase in the
shareholdings of SCP Koala (and affiliates) in SPP that would result from conversion of all

Secured Convertible Bonds is shown in the table below:

Table 2: Maximum extent of the increase in the shareholdings of SCP Koala (fully diluted)

L Koala’s shareholding would be 45.18% to 53.25%.

Assumes the issue of Excludes the issue of 150
150 million SPP Shares million SPP Shares
Funds
Raised No of No of
Notes  ($m) Shares' % Shares %
Convertible Bonds
Tranche 1 34.0 | 291,666,550 32.9 291,666,550 39.5
Tranche 2 8.5 | 70833305 378 70,833,305 44.8"
Tranche 3 8.5 70,833,305 70,833,305
Total tranches 51.0 | 433,333,160 4.1 433,333,160 49.3
SCP Koala & affil. (existing holding) 13,762,852 1.33 13,762,852 1.6
Total SCP Koala** 447,096,012 43.4 447,096,012 50.9
IAdditional shares 1 150,000,000 14.6 0 0.0
Existing non-associated 2 432,044,097 42.0 432,044,097 49.1
shares (diluted)
Total 1,029,140,109 100.0 879,140,109 100.0
Total non-assoc. shareholders 582,044,097 56.6 432,044,097 49.1
*  Cumulative
**  As stated in the Explanatory Memorandum, if based upon existing SPP fully paid ordinary shares only, SCP

Source: Explanatory Memorandum and KPMG Corporate Finance analysis

Notes:

I Assumes the issue of 150 million SPP Shares for any reason (eg on conversion of part or all of

Existing Debt, exercise of existing options or otherwise).

2 The diluted percentage interests are based on issued SPP Shares (excluding the existing shares
held by SCP Koala and its affiliates), “in-the-money” Equity Participation Shares on issue being
exercised, and deferred CPM sharcholders exercising their right to convert into SPP Shares as

detailed below:

- SPP fully paid ordinary shares 406,254,790
SPP 40.616¢ contributing shares 246,304
- Deferred CPM shares 28,626,196
All deferred CPM contributing shares are exchanged 1,976,688
All vesting SPP and CPM equity participation shares with less than
18c to pay are fully paid 8,702,971
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Basis of assessment

This report has been prepared by KPMG Corporate Finance to accompany SPP’s Notice of
Meeting to be sent to shareholders to convene the meeting on or about 23 May 2003. The
purpose of the meeting will be to seek shareholder approval for the Conversion Option.

Basis of opinion

Although there are a wide range of transactions that require an assessment of whether they
are fair and reasonable to non-associated parties, there is no legal definition of the phrase
“fair and reasonable” in these circumstances.

In forming our opinion as to whether the Conversion Option is fair and reasonable, we have
had regard to PS74 which sets out ASIC’s guidelines in respect of independent expert reports
prepared for the purpose of section 606 of the Act and the meaning of “fair and reasonable”.

PS74 provides that an assessment of whether a transaction is fair and reasonable should
involve a comparison of the likely advantages and disadvantages to the non-associated
shareholders if a proposed transaction proceeds than if it does not. Accordingly, the
meaning of “fair and reasonable” in this context must be capable of a broad interpretation
and meet the particular circumstances of each transaction.

In our opinion the most appropriate basis on which to evaluate whether the Conversion
Option is fair and reasonable, is to:

m  consider the effect on the non-associated shareholders and to form a judgement as to
whether the expected benefits to the non-associated shareholders outweigh any
disadvantages that may result; and

® to treat the concepts of fairness and reasonableness as a single opinion, that is, the
Conversion Option either is or is not fair and reasonable.

In forming our opinion as to whether the Conversion Option is fair and reasonable we have
had regard to the following factors:

m the historical prices and levels of liquidity at which shares in SPP have traded on ASX;

® the quantum of the discount the Conversion Price of $0.12 represents to recent trading
prices of SPP Shares on ASX;

m the likelihood that any proceeds from the realisation of SPP assets would exceed the
value implied by the price at which SPP’s shares are currently trading on ASX;
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® the likely impact of the Conversion Option on the financial position of SPP, in particular
its gearing and future prospects;

m the likelihood of an alternative transaction emerging on better terms;
m the dilution of the existing SPP shareholders’ voting interests; and

m  other advantages and disadvantages of the Bond Issue that may impact the
non-associated shareholders in the event that the Bond Issue proceeds.

Methodologies for assessing the underlying value of an SPP Share

In assessing the underlying value of an SPP Share, we have considered those valuation
methodologies set out in ASIC Practice Note 43 (“PN43”) as being appropriate for an expert
to consider, which include:

m  discounted cash flow (“DCF");

m capitalisation of maintainable earnings or cash flows to which is added the estimated
realisable value of any surplus assets;

m the amount which an alternative acquirer might be willing to offer if all the securities in
the target company were available for purchase;

® the amount that would be distributed to shareholders upon an orderly realisation of
assets;

m the most recent quoted price of listed securities; and

® the current market value of the asset, securities or company.

Discounted cash flow

The DCF methodology values an enterprise on the net present value of its expected future
cash flows. It recognises that money has a time value by discounting future cash flows back
to present value using an appropriate risk adjusted discount rate.

This valuation method is generally appropriate for businesses with a finite life, which are
currently in a start up phase, are forecasting significant growth or businesses that experience
lumpy or volatile cash flows. This methodology usually has application in resource projects
where industry circumstances and the performance and prospects of a project allow cash
flows to be reasonably projected over the medium to longer term.

The application of DCF requires, among other things, the development of appropriate

assumptions, determination of the timing and amount of expected future cash flows and
assessment of a discount rate, which reflects the risk of the cash flows.
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SPP management has prepared preliminary prospective information in respect of Stuart
Stages 1, 2 and 3, which indicate potentially significant surplus cash flows in respect of
Stuart Stages 2 and 3.

However, after having regard to the Company’s current financial position and the significant
operational and other uncertainties attaching to these projected cash flows (discussed at
Appendix 2), we consider the ability to rely upon these project cash flows with any degree of
confidence beyond, at best, two or three years to be extremely limited. Accordingly, whilst
we have had regard to this prospective information in assessing the underlying value of an
SPP Share we have had primary regard to values implied by utilising alternative
methodologies.

Capitalisation of maintainable earnings or cash flows

This methodology involves capitalising the earnings or cash flows of a business at the rate
that reflects the risks of the business and the stream of income that it generates. This method
is most appropriate where the earnings or cash flows of the company are relatively stable and
sufficient to justify a value exceeding the value of the company’s underlying net assets.

We do not consider the capitalisation of earnings or cash flow methodology to be appropriate
in assessing the underlying value of an SPP Share after having considered:

B the recent operating losses of SPP;

m  SPP’s expected earnings profile for the near future;
m the Company’s current vulnerable financial state; and
m the degree of uncertainty as the Company’s longer term prospects.

The amount which an alternative acquirer might be willing to offer

This approach to assessing value is generally considered in circumstances of takeover offers
for control of a company.

SPP has been actively seeking joint venture parties and major investors since the exit of
Suncor in April 2001, with the interest of a significant number of parties having been
canvassed. Whilst we are aware that SPP is currently in discussions with parties other than
SCP Koala in terms of the acquisition of an interest in the project, we are advised these
discussions are at a very preliminary stage and no indication as to pricing has been advised.
Accordingly, whilst we have taken into consideration the prospect that an alternative
acquirer may exist, we have not relied upon this methodology as the principal basis for
assessing the underlying value of an SPP Share.
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Orderly realisation

The orderly realisation value of a company is estimated by determining the net realisable
value of the assets or business segments, assuming an orderly realisation and then deducting
all relevant liabilities and costs associated with a hypothetical sale, such as exit costs and
other such costs not normally incurred in the ordinary course of business. Consequently, this
method may ignore the ability of the asset base of the business to generate ongoing future
earnings at a level sufficient to justify a value in excess of the value of its assets in an orderly
realisation. Inherent difficulties with this technique include valuation of intangible assets,
such as brand names, licenses and know how which may or may not be recorded in the
balance sheet of the business.

The Stuart Project is a unique research and development project and there is no history of
any transactions involving either the tenements, core technology, plant or the mine.
Accordingly, any assessment of the realisable values of these assets would be highly
subjective.

Notwithstanding the difficulties associated with undertaking an orderly realisation valuation,
in assessing the Conversion Price, we have implied a value for SPP’s assets from the price at
which SPP’s shares are trading on ASX and have considered the Conversion Price in terms
of this implied value and the discount to the implied value that might result in a realisation.

We note that our consideration of this methodology does not imply that SPP is intending to
pursue an orderly realisation.

Recent quoted price of listed securities

Prices at which a company’s shares have traded on ASX are, in the absence of unusual
circumstances or low liquidity, often considered to provide an objective measure of the value
of that company on the basis that market prices are assumed to incorporate the influence of
all publicly available information on the company, its prospects, future earnings and risk

Trading in SPP Shares has historically been thin. Accordingly, whilst we consider recent
trading prices may provide a useful benchmark, our level of confidence in these trading
prices as being indicative of the underlying value of SPP’s assets is diminished.

Current market value

This valuation approach assumes that an asset could be sold in the open market. The assets
of SPP substantially comprise the operating plant of Stage 1 of the Stuart Project, technology
and know how relating to the production of oil from shale and oil shale bearing tenements.

In view of the unique nature of SPP’s assets, there is no established market or means of
establishing current market values.
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Methodologies for assessing the acquisition of a relevant interest by SPP

In forming our opinion as to whether the acquisition of the relevant interest by SPP in the
Shares is fair and reasonable, we have considered whether there are any commercial
implications which may adversely impact upon the interests of the non-associated
shareholders.

SPP’s oil shale project

Background to oil shale

The oil shale industry has existed in various countries around the world for more than a
century. Historically, oil shale mining industries operated in countries including Australia,
China, Brazil, France, Germany, South Africa and Estonia. Many multinational oil
companies and government agencies invested large sums of money into oil shale research
and development as an alternative hydrocarbon source following the oil crisis of the early
1970s. Pilot plants and semi-commercial plants were operated in the Colorado-Wyoming-
Utah regions of the United States processing oil shale. These operations commenced during
a period of high oil price expectations. However, given the high cost of production of these
oil shale plants, they were closed and government support for alternative for hydrocarbon
sources was withdrawn.

Today, oil shale industries are still active in Australia, China, Estonia and Brazil. The
industry in Estonia is principally directed towards the production of power through the
combustion of the shale and is based on technologies developed in the early 1900s. Aside
from the Stuart project in Australia, Brazil and China are the only countries where small
scale plants are currently extracting oil from oil shale.

In its natural state, oil shale is a solid material that contains no liquid hydrocarbons. The
hydrocarbon component of oil shale, kerogen, is an organic solid which can only be released
from the oil shale through a heating process known as retorting or pyrolysis. By heating the
oil shale in the absence of oxygen to a temperature of 500 degrees Celsius, the solid
hydrocarbon contained in oil shale decomposes and is released as a vapour. When cooled,
this hydrocarbon vapour forms liquid oil and hydrocarbon gas.

Over the last decade, Australian domestic conventional oil production has not, on average,
kept pace with demand, requiring increasing oil imports. According to the Australian
Bureau of Agriculture and Resource Economics this trend is unlikely to change. It is likely
that in the long term the Australian and international markets are likely to face increased
demand for cleaner fuels as environmental regulation of emissions is tightened.
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SPP’s oil shale project

SPP has interests in ten oil shale deposits located near Gladstone within the coastal regions
of central Queensland, Australia. The oil shale within SPP’s deposits is a 40-50 million year
old sedimentary rock that contains kerogen, a solid hydrocarbon. These deposits contain a
total Mineral Resource of 20.2 billion barrels of shale oil, of which SPP holds interests in
over 17.3 billion barrels. SPP believes that its oil shale deposits are particularly attractive as
the deposits:

m are silica based, which facilitates extracting oil from the shale and future land
rehabilitation;

®m  contain low levels of impurities such as sulphur;
m are amenable to low cost open pit mining;
m have low overburden to ore ratios; and

m  are located close to infrastructure and deep water ports.

After substantial investment in research for suitable technologies, SPP selected and adapted a
processing technology called ATP to develop its oil shale deposits. SPP’s testing has shown
that using ATP technology to extract oil from its oil shale deposits in Australia produces
high quality, clean oil products with low levels of sulphur.

In 1997, SPP entered into a joint venture agreement with the Suncor group, a Canadian
energy group, to develop the Stuart oil shale deposit (the “Stuart Project”).

Through the Stuart joint venture, SPP embarked on the first stage of developing the Stuart
deposit to commercial production, which is known as Stuart Stage 1. The joint venture
completed construction of Stuart Stage 1 in April 1999. Stuart Stage 1 is the industrial scale
pilot development to demonstrate the technical and operational capabilities of the ATP
technology. Stuart Stage 1 has a design output capacity of 4,500 barrels per stream day
(1,400,000 barrels per year). On successful implementation of Stuart Stage 1 a further two
or more stages of the Stuart Project could be developed providing a minimum capacity
output of approximately 85,000 barrels per day. With an in situ resource of 2.6 billion
barrels, the Stuart deposit has the capacity to produce up to 200,000 barrels per day,
equivalent to approximately 25% of Australia’s current oil consumption.

In April 2001, SPP acquired Suncor’s interest in the Stuart Oil Shale Project. Following the
acquisition, SPP controls 100% of the Stuart Project and took over operatorship of the
project from Suncor. Suncor retains a 5% royalty interest in Stuart Stage 1. Suncor
subscribad $7 million and received 2.5 million SPP Shares and 926,000 CPM shares in
consideration. Additionally, SPP issued Suncor with 12.5 million SPP options exercisable at
$1.25 per share and 4.6 million CPM options exercisable at $3.38 per CPM share. All
options are exercisable over five years from the date of issue.
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In May 2001, SPP made its first sale of light fuel oil from the Stuart Project. Subsequent
sales have been made of both light fuel oil and naphtha. Naphtha is used to make products
such as jetfuel and gasoline.

In 2002, oil product sales tripled to 391,000 barrels generating $20 million in net revenue,
including $13 million in excise tax rebate on naphtha sales. SPP receives an excise rebate
for shale oil derived naphtha as part of Federal legislation to encourage development of a
cost effective production technology for shale oil.

Total oil production surpassed the 600,000-barrel milestone by January 2003 with 55% of
this total produced in 2002. Accordingly, SPP have set a target to increase oil production to
approximately 650,000 to 700,000 barrels in the 2003 year. To date, Stuart Stage 1 has
encountered problems with reliability and some aspects of the original plant design. The
achievement of the plant design capacity of 1,400,000 barrels per year will require additional
capital investment.

SPP is involved in a program to identify and attract suitable partners to participate in Stage 1
with a view to progressing commercial development of Stage 2. The second stage will
require the construction of an ATP unit with a 50% greater diameter resulting in a four-fold
increase in throughput. The proposed Stage 2 development will share some existing
infrastructure and plant with Stage 1 and is estimated to cost approximately $600 million.

SPP achieved a breakthrough in 2002 with the signing of a multi-year contract with Mobil
Oil Australia for SPP’s ultra low sulphur naphtha. Sales under this contract could exceed 2
million barrels of oil products with shipments totalling 335,300 barrels being sold to Mobil
as at March 2003.

In September 2002, SPP published a report on its greenhouse gas (GHG) emissions strategy
to counter claims made by Greenpeace regarding the carbon intensity of the production and
use of oil from shale.

SPP has achieved an 85% reduction in stack odour emissions compared to levels experienced
in 2000 and are committed to meeting stringent new Queensland odour guidelines.
Nevertheless, SPP acknowledge that the Stuart plant, like most industrial plants, will never
be completely odour free.
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Profile of SPP

Overview

SPP and Central Pacific Minerals (“CPM”) were both founded in 1968 to conduct petroleum
exploration and mineral exploration respectively. The tax regime that distinguished between
petroleum and mineral exploration triggered the establishment of separate companies. This
regime was removed in 1972.

In 1973, SPP and CPM undertook to become actively involved in oil shale. The involvement
in oil shale embraced oil and mining interests and consequently any interests acquired were
taken up on a 50/50 basis between SPP and CPM.

SPP and CPM were both listed on ASX in 1968.
[n January 2002, SPP’s and CPM’s security holders passed resolutions approving schemes of
arrangement between SPP and CPM. As a result, SPP assumed control of CPM on 8 March

2002 by increasing its shareholding in CPM from 34% to 90.39%. This merger of SPP and
CPM created a single publicly listed entity, SPP.

Financial profile

Financial performance

SPP’s audited consolidated profit and loss statements for the years ended 31 December 2001
and 2002 are summarised below:

Table 3: SPP'’s historical financial performance

Audited Audited
Year ended Year ended
31 Dec 2001 31 Dec 2002
$°000 $°000

Revenue from operating activities 4,105 27,107
Revenue from outside operating activities 3,010 7,890
Total revenue from ordinary activities 7,115 34,997
Operating loss from ordinary activities before tax (29,441 (41,456)
Income tax benefit - -
Net loss (29,441) (41,456)
Note: SPP does not prepare monthly statements of financial performance. Hence, we have not shown the
Sfinancial performance for the period since 31 December 2002 in this wable.

Source: SPP Annual Report 2002
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The increase in revenue from operating activities was a result of oil product sales tripling in
2002 to 391,000 barrels. Revenue from other operating activities comprises interest and
dividends received, investment income and proceeds on the sale of property, plant and
equipment, property held for resale and share sales.

Expenses incurred in the year ended 31 December 2002 were significantly higher than in
prior periods. Expenses that increased materially include:

m  costs relating to Stuart Stage 1 expensed (2002:$54.5 million, 2001: $20.5 million),
reflecting SPP’s increased interest in the project; and

m  general and administration expenses (2002:$11.9 million, 2001: $5.9 million).
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Financial position

8.8 SPP’s audited consolidated net assets as at 31 December 2001 and 2002 and the unaudited
consolidated net assets as at 28 February 2003 were as shown below:

Table 4: Summary of net assets

Audited Audited Unaudited
31 Dec 2001 31 Dec 2002 28 Feb 2003
$°000 $°000 $°000
Current assets
Cash 2,074 10,089 9,717
Receivables 1,144 1,167 1,085
Investments 5,066 81 -
Inventories 3,408 4,352 4,186
Other 10,990 - -
Total current assets 22,682 15,689 14,988
Non-current assets
Receivables 3,129 4,167 4,167
Investments
Associated resource exploration companies 20,937 - -
Other 250 - -
Inventories — Land 162 - -
Property, plant and equipment 1,231 1,946 1,663
Exploration and evaluation costs B 88,136 186,565 186,767
Total non-current assets 113,845 192,678 192,597
Total assets 136,527 208.367 207,585
Current liabilities
Accounts payable 5,155 6,481 7,582
Provisions 11,622 2,060 1,787
Total current liabilities 16,777 8,541 9,369
Non-current liabilities
Interest bearing liabilities 15,015 61,252 38,752
Provisions 68 751 783
Total non-current liabilities 15,083 62,003 59,535
Total liabilities 31,860 70,544 68,904
Net assets 104,667 137,823 138,681
Number of fully paid ordinary shares on issue 321,011 405,280 406,255
Net asset backing per fully paid ordinary share - § 0.33 0.34 0.34

Source: SPP Annual Report 2002 and Explanatory Memorandum
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Investments

Investments classified as current assets consist of listed shares in other corporations and, in
relation to the 2001 year, floating rate notes.

The investment in the associated resource exploration companies in 2001 comprised of listed
securities held in CPM ($20.9 million) and unlisted shares in Southern Pacific Petroleum
(Europe) S.A.. No such amount was recorded at the end of the 2002 financial year as a result
of CPM becoming a controlled entity of SPP. Other non-current investments, in relation to
the 2001 year, comprise unlisted government and semi-government bonds.

Other current assets

Other current assets in 2001 included restricted deposits of $10.7 million. This was reduced
in 2002 pursuant to the exercise of a put option relating to the research and development
syndicate in which SPP and CPM had been involved.

Exploration and evaluation expenditure

Exploration and evaluation expenditure includes costs of projects still at an exploratory or
evaluation stage.  Exploration and evaluation costs include costs of exploration,
determination of recoverable reserves, engineering and economic feasibility studies,
procurement of finance, gaining access to reserves, construction costs of pilot plants (Stuart
Stage 1) and all technical and administrative overheads directly associated with these
functions. Costs have been defined to include only costs directly expended on exploration
and evaluation by the Company. ‘

As noted in the annual reports, evaluation expenditure for each area of interest/mineral
resource is carried forward, but only to the extent to which its recoupment is reasonably
assured through successful development or where exploration has not yet reached a stage
which permits a reasonable assessment of the existence or otherwise of recoverable mineral
resources.

The movement in the total carried forward expenditure from 2001 to 2002 included the
merger of the accumulated exploration costs of SPP with CPM ($94.6 million), additional
costs incurred in the year of $34.8 million less expenses written off in 2002 net of product
sales of $31.0 million.

Payables

Payables comprise of unsecured trade creditors and interest payable on unsecured
convertible notes.
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Non-current borrowings
Non-current borrowings comprise:
Audited Audited Unaudited
31 Dec 2001 31 Dec 2002 28 Feb 2003
$°000 $°000 $000
Unsecured convertible notes 15,015 26,991 29,991
Loans from other parties - 31,261 28,761
15,015 61,252 58,752

Source: SPP Annual Report 2002 and Explanatory Memorandum

Unsecured convertible notes

The unsecured convertible notes were issued on 1 December 1999 and are repayable on 1
December 2004. The notes bear interest at 8.5% per annum. The details of the unsecured
convertible notes are as follows:

m  SPP issued 4,550,000 notes at an issue price of $3.30 per note. The notes can be
converted into SPP Ordinary Shares at any time on the basis of one convertible note for
one ordinary share; ‘

m  CPM issued 1,920,000 notes at an issue price of $7.80 per note. In accordance with the
Schemes of Arrangement, the notes are convertible into SPP ordinary shares at any time
on the basis of one note for 2.664 SPP ordinary shares.

- Key conversion and redemption features of the convertible notes are:

m the ability to be redeemed by the Company at the issue price at any time between 1
December 2001 and 1 December 2004; and

m  consideration for early redemption will be the issue price of each note and the issue of an
unlisted option for one ordinary share for each note redeemed (2.664 SPP Shares for
eack CPM note). The exercise price and maturity date for each option will be the same
as that for each note.

Loans from other parties

SPP, in conjunction with CPM and SPP (USA) Inc, has arranged for unsecured guarantee
facilities totalling US$17.5 million to be provided to secure working capital to progress the
Stuart project. The guarantees have been used by SPP (USA) Inc to arrange finance
facilities of US$17.5 million with US lenders. SPP(USA) Inc has fully drawn down these
facilities, the funds from which were on-lent in full to SPP, which in turn on-lent 50% of
these funds to CPM.
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The guarantee facilities provided to SPP, in conjunction with CPM and SPP (USA) Inc, are
summarised as follows:

®  Mr John Val Browning provided a US$7.5 million unsecured guarantee facility. This
facility was fully drawn down on 27 February 2002 through an advance from Wells
Fargo Bank.

B Mr Frederick Whittemore, a director of SPP (USA) Inc, has provided a US$7.5 million
unsecured guarantee facility. This facility was fully drawn down on 28 May 2002
through an advance from JP Morgan Chase Bank.

®  Mr Malcolm G Chace II1, has provided a US$2.5 million unsecured guarantee facility.
This was fully drawn down on 26 July 2002 through an advance from Wells Fargo Bank.

These funds are due for repayment on or before the date three years after the funds are first
drawn down, however, the Company may elect to repay, in whole or in part, the amount
drawn down at any time during the three-year period. Once the finance facilities are repaid,
the guarantee facilities and associated fees are cancellable at SPP’s election. The amounts
payable under these facilities are effectively not hedged. At 31 December 2002, the
weighted average interest rate paid on these facilities was 3.9%.

Contingent Liabilities

The Company has a number of contingent liabilities, including, inter alia:

a  Claims for $12.3 million made against the SPP group and Suncor Energy, relating to the
alleged odour and noise emissions from the Stuart Stage 1 Plant, of which the SPP
group’s share would be $6.2 million. The Company believes it is not liable for such an
amount and that if any liability does arise it is unlikely to result in any material loss.

B Formal proceedings were lodged by Bechtel against the SPP group and Suncor Energy,
relating to the Bechtel contract for the construction of the Stuart Stage 1 Plant. The
Bechtel claim was for alleged entitlements to payment under the Agreement totalling
$10.5 million and damages totalling US$13 million. SPP had also asserted its right to
substantial counter claims for further damages. While the partners have agreed in
principle to a walk away on both sides, a legally binding agreement to this effect has yet
to be completed.

Tax benefits

The Company estimates that the future income tax benefit resulting from tax losses of the
company amounted to approximately $32.3 million at 31 December 2002. These tax losses
have not been brought to account as their realisation is not considered to be virtually certain.
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Capital structure

8.26 SPP’s share capital comprises fully paid ordinary shares, contributing shares, and equity
participation shares. The Company has also issued unsecured convertible notes and options.
The number and value of each security class in SPP is illustrated below:

Table 6: SPP Share capital as at 4 March 2003

Security class Number
on issue

Ordinary shares (fully paid) 406,254,790
Ordinary shares (paid to 40.616 cents) 246,304
Ordinary shares (paid to 10 cents) 2,562,747
Equity participation shares (paid to 1 cent) 28,824,385
Equity participation shares (paid to 0.375cents) 22,906,002
Total paid up capital 460,794,228
Options:

Expiring 19/11/04 (exercise price of $0.55 each) 27,575,998

Expiring 20/04/06 (exercise price of $1.25 each) 12,500,000

Expiring 20/04/06 (exercise price of $1.2669 each) 12,331,656
Convertible Notes at $3.30 per note (each convertible into one SPP Share) 4,550,000
Guarantee Facility options over maximum 26,907,932 fully paid ordinary
shares (assuming US$0.50=A%1.00) 14
CPM Securities (each convertible into 2.664 equivalent SPP Shares)
Ordinary Shares (Fully paid) 10,745,569
Ordinary Shares (Paid to 25 cents) 742,000
Equity Participation Shares (Paid to 1 cent) 1,882,250
Convertible Notes at $7.80 per note 1,920,000

Source: ASX Announcements
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8.27 SPP’s top 20 ordinary shareholders as at 28 February 2003 are shown below:

Table 7. SPP’s major shaveholders

Shareholder Number of shares  Percentage held
ANZ Nominees Limited 214,908,478 52.53%
National Nominees Limited 31,818,108 7.78%
Oil Structure Surveys Limited 24,662,682 6.03%
Westpac Custodian Nominees Ltd 22,666,112 5.54%
JP Morgan Nominees Australia Ltd 3,945,001 2.19%
Sunoco Inc. 2,740,199 0.67%
Tan McFarlane 2,419,000 0.59%
Citicorp Nominees Pty Ltd 2,116,205 0.52%
Kanaird Investments Pty Ltd 1,539,701 0.38%
Macquarie Equities Custodians Ltd 1,000,000 0.24%
Mr John Val Browning 827,513 0.20%
C M Abbott Pty Ltd 800,000 0.20%
Mr Frederick B Whittemore 749,983 0.18%
MLC Limited 717,456 0.18%
Mr John Allen Browning 625,000 0.15%
Mr Lionel Goldfrank 599,983 0.15%
Mr Donald Charles Macpherson 591,375 0.14%
Rubicon Nominees Pty Ltd 590,124 0.14%
Mr Peter Luke : 550,000 0.13%
HSBC Custody Nominees (Australia) Ltd 521,471 0.13%
Total held by top 20 shareholders 319,388,391 78.07%
Source: SPP

.28 Substantial shareholders as at 7 February 2003 were:

Shareholder Number of shares  Percentage held
Trans Pacific Petroleum N.L. (Group)' 27,156,540 6.7%

L-R Global Partners L.P. 21,615,439 5.3%

Sir Ian McFarlane 4,776,500 1.2%
Dampier Pty Ltd’ 321,920 0.1%
Damplin Pty Ltd’ 67,300 0.02%

Note 1: Controlled by Sir lan McFarlane. Sir Ian McFarlane has a relevant interest in 32,322,260 shares in the
Company, representing a total relevant interest of 7.96%.

Source: SPP Annual Report 2002 (latest notifications were as at 7 February 2003)

8.29 No substantial shareholders notices have been lodged with the Company subsequent to 7
February 2003.
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Holders of ordinary shares (both fully and partly paid) are entitled to vote in the proportion
of one vote per ordinary share held.

The rights of equity participation shares are the same as for ordinary shares except that:

there are no voting rights except:

in respect of resolutions changing or having the effect of changing the members of
the board of directors of SPP where the directors believe that there has been a change
in control of SPP; or

where the shares are allotted and issued to persons after 24 April 2002, the shares
shall entitle its holder to the right to vote at any general meeting in proportion to the
amount paid up on the share;

there is no right to dividends;

there is no right to receive a distribution in excess of the amount paid up on the share at
the time of winding up of the company;

following completion of three years continuous service with SPP from the date of issue,
the holder of Equity participation shares (paid to either 1 cent or 0.375 cents) may apply
to the directors to pay unpaid capital and have the shares converted from Equity
participation shares to fully paid ordinary shares; and

Equity participation shares are issued by SPP to its employees, consultants and directors
in accordance with SPP’s constitution. Equity participation shares are issued at the last
sale price on the day immediately preceding the issue and are paid to 1 cent.

On 16 April 2003, SPP held its Annual General Meeting. SPP’s shareholders approved the
issue of the following shares and options:

issue of up to 1,800,000 SPP Shares and 1,800,000 options, exercisable by 19 November
2004 at $0.55, to acquire SPP Shares to Mr Goldfrank III and/or his associates;

issue of options to Mr Chace, which, if exercised, could be converted into 2,000,000 SPP
Shares, in consideration for the continued provision of a US$2.5 million guarantee
facility; and

issue of options to Mr Whittemore and/or his associates, which if exercised could be
converted into 6,000,000 SPP Shares, in consideration for the continued provision of a
US$7.5 million guarantee facility.
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Options

In part consideration for the purchase of the remaining 50% of the Stuart Stage 1 Joint
Venture, SPP issued the following options to Sunoco Inc, a subsidiary of former joint
venture partner, Suncor:

12,500,000 options issued on 20 April 2001 at an exercise price of $1.25 and which
expire on 20 April 2006; and

12,331,656 options issued on 8 March 2002 at an exercise price of $1.2669 and which
expire on 20 April 2006. These options were issued in conjunction with the Schemes of
Arrangement and in consideration for the cancellation of 4,629,000 options issued
previously by CPM.

Features of these options include:

each option entitles the option holder to subscribe for one fully paid ordinary share in
SPP;

the options will not permit the holder to participate in new issues of securities by the
company without exercising the relevant option;

the options can be exercised prior to 20 April 2006, but only as follows:
no more than 20% in aggregate by 20 April 2002
no more than 40% in aggregate by 20 April 2003
no more than 60% in aggregate by 20 April 2004
no more than 80% in aggregate by 20 April 2005
no more than 100% in aggregate by 20 April 2006.

As discussed at paragraph 8.19 above, SPP, combined with CPM and SPP (USA) Inc, has
arranged for guarantee facilities (totalling US$17.5 million) to provide funding for up to
three years. Fees payable for provision of these guarantees are three year share options. The
following options have been issued in respect of this arrangement:

On 21 December 2001, SPP issued 4 options to Mr John Val Browning in consideration
for provision of a US$7.5 million guarantee facility provided by Mr Browning. If
exercised, the options could be converted into a maximum of 10,050,000 SPP Shares per
option;

On 8 March 2002, an additional 4 options were issued to Mr Browning in consideration
for the cancellation of options issued previously by CPM, as per the Schemes of
Arrangement between SPP and CPM. If exercised, the options could be converted into a
maximum of 10,057,932 SPP Shares per option;
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On 18 September 2002, 2 options were issued to Mr Malcolm G Chace III, in
consideration for a US$2.5 million guarantee facility. SPP has agreed to issue a further 2
options should the guarantee facility remain in place at the relevant calculation date. If
exercised, the options could be converted into a maximum of 6,700,000 SPP Shares per
option; and

On 29 October 2002, 4 options were issued to parties nominated by Mr Frederick
Whittemore in consideration for a US$7.5 million guarantee facility. SPP has agreed to
issue a further 4 options should the guarantee facility remain in place at the relevant
calculation date. If exercised, the options could be converted into a maximum of
20,100,000 SPP Shares per option.

Rights issue and private placement

During 2002, SPP announced the raising of funds through the following equity transactions:

On 29 November and 23 December 2002, SPP issued 21,433,956 fully paid ordinary
shares and options to acquire fully paid ordinary shares (exercise price of $0.55 per share
and expire on 19 November 2004), through a non-renounceable rights issue. The issue
price was $0.35 per share;

SPP issued 5,167,059 fully paid ordinary shares and options to acquire fully paid
ordinary shares (exercise price of $0.55 per share and expire on 19 November 2004),
through a private placement to overseas investors. The issue price was $0.35 per share;
and

SPP also agreed to issue 2,775,000 fully paid ordinary shares and options to acquire fully
paid ordinary shares (exercise price of $0.55 per share and expire on 19 November
2004). The issue price was the same as above. The allotment on 28 February 2003 of
974,983 fully paid ordinary shares represents the first part of the capital raising. The
final part of this capital raising is due for settlement in late May 2003.

The above issues raised a total of $10.2 million in new capital as a result of $6.7 million
from the non-renounceable rights issue and $3.5 million from a private placement to
overseas investors.

SPP indicated the funds raised from the above issue would be applied to working capital, in
respect of the first $10 million, with the balance of funds raised utilised for capacity and
reliability improvements to the Stuart Stage 1 demonstration plant,
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Share price trading and liquidity analysis

.SPP’s recent share price and trading volumes are shown in the chart below:

Figure I : SPP weekly share price trading and volumes
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Source: Bloomberg and KPMG Corporate Finance analysis

SPP Shares have traded on ASX for over 30 years. The above chart shows the closing
weekly trading prices and volumes since February 2001.

Trading volumes in SPP Ordinary Shares are low with the total weekly trading volumes only
exceeding 1% of shares on issue once since February 2001.

There has been a general downward trend in SPP’s share price since February 2001 with a
pronounced decline in April 2001. That substantial fall followed co-venturer Suncor’s exit
from the shale oil project.

Other factors that may have contributed to the recent trading prices of SPP Shares on ASX,
include:

m  Stuart Stage 1 is operating on a negative cash flow basis;

m the Company does not have funding for working capital beyond the short term and to
date has been unable to fund reliability enhancements to Stuart Stage 1 research and
development plant;
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m the Company has not had a joint venture partner since April 2001, despite active
searches;

m  commercialisation of oil from shale production through Stuart Stages 2 and 3 require
massive capital funding in the order of $600 million and $3 billion to $6 billion
respectively;

m the Dow Jones Industrial Average and the ASX All Ordinaries Index have declined
significantly over the last 24 months. The decline in equity values, globally and investor
sentiment are not favorable for raising speculative risk capital; and

m  SPP’s market capitalisation is relatively small at $69.1 million and consequently,
institutional investment demand is now limited.

The following table summarises the liquidity of SPP Shares over recent time periods:

Table 8: SPP Liquidity

Period Prior to Share price Share price Weighted average  Cumulative Asa %
11 April (high) (low) share price volume of issued
2003 $ $ $ (000) capital

1 month 0.19 0.16 0.17 7,355 1.81%
3 months 0.25 0.16 0.18 18,582 4.57%
6 months 0.49 0.16 0.24 30,957 7.62%
12 months 0.83 0.16 0.39 53419 13.15%

Source: Bloomberg and KPMG Corporate Finance analysis

SPP Shares also trade as American Depositary Receipts (“ADR”) on National Association of
Securities Dealers Automated Quotation System (“NASDAQ™), with 1 ADR representing 40
ordinary shares. The following table summarises the liquidity of SPP ADR’s over recent
time periods: ‘

Period Prior to ADR price ADR price Weighted average  Cumulative Asa %
11 April (high) (low) ADR price ADR volume of issued
2003 US$ US$ USS (000) capital

1 month 4.34 3.75 4.01 133 1.31%
3 months 5.10 3.75 : 4.21 489 4.81%
6 months 10.28 3.75 5.43 801 7.88%
12 months 18.35 3.75 8.05 1,309 12.89%

Source: Bloomberg and KPMG Corporate Finance analysis

As is evident from the each above tables, trading liquidity in SPP equities on both ASX and
NASDAQ is relatively low.
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Profile of Sandefer LP, SCP Koala and affiliates

Sandefer LP

As stated in the Explanatory Memorandum, Sandefer LP (ie Sandefer Capital Partners LP)
manages and advises (directly and through affiliated entities) private equity funds focused on
the energy industry which have investments (funded and committed to be funded) of
approximately $300 million. The firm is based in Austin, Texas.

Typical Sandefer LP investments are focused on producing oil and gas acreage with the
potential for significant follow-on development. Sandefer LP prefers engineering risks to
geological risks and seeks proven management teams and entrepreneurs with specific
technical expertise in a given area.

Sandefer LP’s investments and commitments are in the areas of;

B acquisition and development of conventional onshore oil and gas.
®  perpetual minerals and override royalty acquisitions.

8 greenfield development of unconventional gas (coal-bed methane and fractured shale).
The principals of Sandefer LP are Jeff D Sandefer and George Lindahl III.

Jeff D Sandefer has over twenty five years of experience in the energy industry as a operator
and investor. He has a track record of building successful energy companies, most notably
Sandefer Offshore, an oil and gas company that produced over US$500 million in profits in
its first four years of operation. Mr Sandefer has a degree in Petroleum Engineering from the
University of Texas and an MBA from the Harvard Business School.

George Lindahl IIT has over thirty five years of experience in the oil and gas industry and has
served as Vice Chairman of the Board at Anadarko Petroleum and Chief Executive Officer
and Chairman at Union Pacific Resources. Mr Lindah!l has a degree in Geology from the
University of Alabama, with graduate studies at Tulane and the Harvard Business School.

Sandefer LP’s investors include large institutional investors, charitable trusts and wealthy
families in the United States.

SCP Koala

The investment structure is presented diagrammatically in section 2.7 of the Explanatory
Memorandum.

The Secured Convertible Bonds are to be held by SCP Koala ie (SCP Koala DE LLC) which
is a limited liability company domiciled in Delaware and wholly owned by Mr Ian
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McKinnon who is a United States manager of portfolio securities. The day to day
management of SCP Koala is to be undertaken by SCP Koala Manager LLC.

SCP Koala will be responsible for the management of the investment and will assume the
rights and obligations under the transaction documentation for and on behalf of SCP Koala
Partners. It is intended that any shares issued on conversion of the Secured Convertible
Bonds will be held by SCP Koala as trustee and manager for SCP Koala Partners.

SCP Koala Partners is a Cayman Islands general partnership, whose partners and partnership
interests comprise:

®  Koala Investment Partners (“KIP”) - approximately 98%;
® SCP Koala Holdings - a nominal percentage interest; and

m Jeff D Sandefer as trustee for the SCP Koala Trust - approximately 2%.

KIP is a Delaware partnership that is also managed by SCP Koala. KIP was established for
the purpose of providing a structure for individual portfolio investors.

SCP Keala Holdings is a Cayman exempt company that is owned and controlled by Jeff
Sandefer.

SCP Koala Trust is an entity that is controlled by Jeff D Sandefer.

Assessment of the underlying value of an SPP Share

In assessing the underlying value of an SPP Share we have had regard to the value of SPP’s
principal assets, being its interests in mineral and exploration assets, implied by recent
trading prices of SPP Shares on ASX.

Based on:

m the closing price of an SPP Share on ASX on 11 April 2003 of $0.17;

m  SPP’s weighted average closing price for the three months prior to the date of the
announcement of the Bond Issue of $0.18; and

® SPP’s audited consolidated balance sheet as at 31 December 2002,
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the implied value of SPP’s core mineral and exploration assets is between $123.5 million and
$127.8 million, as set out in the table below:

Table 9. Implied value of SPP’s core mineral and exploration assets

Current share Three Month
price Weighted average
$ Million share price
$ Million
Market value of equity 69.1 73.1
Outside equity interest in CPM' 4.7 5.0
Total equity interests 73.8 78.1
Add: Net interest bearing debt 49.0 49.0
Enterprise value 122.8 127.1
Less: Other net assets” (0.7) 0.7)
Mineral and exploration assets 123.5 127.8
Notes:
1 Based on 6.4% outside equity interests
2 Other net assets have been calculated based on the book values of the relevant asset and liability categories
as at 31 December 2002. Property, plant and equipment has been excluded and assumed 1o be largely
associated with the Company s mineral and exploration development programme.

In assessing the reasonableness of this range of implied values for SPP’s core mineral assets

we have considered whether the proceeds from any orderly realisation of the Company’s
core mineral and exploration assets is likely to exceed the abovementioned range of values.

In this regard, we note that SPP considers there are likely to be few, if any, natural buyers for
the Company’s principal asset, being the Stuart Project, as the project is unique and no other
industry participant has sufficient knowledge in developing the technologies employed on
the project to be able to commercially benefit from the purchase of the Stuart Stage 1 plant.

Further, the Stuart Stage | plant and facilities have been specifically designed to exploit
siliceous lacustrine oil shale deposits and may not be suitable for other oil shale deposits
outside of Australia. Moreover, the Stuart Stage 1 plant has little application to any other
research and development projects in carbonaceous marine oil shales or to any other
industries. Whilst component parts may be able to be utilised in other industries, these
opportunities would appear to be limited as most are prototypical and specifically designed
for the characteristics of the Stuart oil shale deposit and the resultant process streams.

We note that the sale of all of the Company’s assets would likely require certain creditor
approval. If that approval was not forthcoming, potential events of default could be
triggered in respect of Existing Debt. In this regard, the orderly disposal of any Stage 1
assets to any party not intending on carrying on operations at Stuart for the benefit, at least in
part, for SPP, might not be allowed to proceed under the Company’s direction.
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In these circumstances we consider there is a real prospect that any sale process, would
realise proceeds at a significant discount to the values implied by the prices at which SPP
Shares have traded recently on ASX.

The Conversion Price for the Secured Convertible Bonds of $0.12 implies a value for the
Company’s mineral and exploration assets of approximately $101.8 million as set out in the

table below:

Table 10: Impfz'ed value of the mineral and exploration assets based on the Conversion Price

$0.012
Conversion price
$m
Market value of equity 48.8
Outside equity interest in CPM' 33
Total equity interests 521
Add: Net interest bearing debt 49.0
Enterprise value 101.1
Less: Other net assets’ 0.7
Mineral and exploration assets 101.8
Notes:
! Based on 6.4% outside equity interests .
2 Other net assets has been calculated based on the book values of the relevant asset and liability categories
as ar 31 December 2002. Property, plant and equipment has been excluded and assumed to be largely
associated with the Company s mineral and exploration development programme.

This value represents a discount to the values implied by recent trading prices of SPP Shares
of between: ’

m  18%, based on a current share price of $0.17; and
m  20%, based on a weighted average share price of $0.18.
Based on the above we do not consider that it is unreasonable to expect that the current net

realisable value of SPP’s principal assets would fall within, if not below, the range of values
implied by the Conversion Price.
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Alternative sources of funding

We have discussed with SPP’s senior management the likelihood of the Company being able
to raise alternative funding on better terms than those currently proposed and were advised
that SPP has been actively involved in seeking financial investors and also joint venture
partners, particularly since the exit of its former joint venture partner, Suncor in April 2001.
However, the decline in equity values and investor sentiment has not been favourable for
SPP’s fund raising endeavours.

In searching for partners and investors, SPP has utilised the assistance of corporate advisory
firms, investment banks, stockbrokers, private equity specialists and oil industry participants
in Australia and overseas.

In terms of financial investors no other agreement in relation to any funding has been
finalised and this is still uncertain.

In terms of potential joint venture partners, a significant number of parties have been
identified and approached. While discussions are ongoing with a number of parties, none
have yet committed to forming a joint venture with SPP for the development of the Stuart
Project. SPP is nevertheless committed to continuing to seek a joint venture party to develop
the Stuart Project whether or not the Bond Issue proceeds.

In November 2002, SPP sought to raise additional capital through a rights issue at $0.35 per
share and placement, which closed less than fully subscribed. These raised a gross total of
$10.2 million.

Assessment of fairness and reasonableness

Conversion Option

In assessing whether non-associated shareholders in SPP are likely to be better off if the
Bond Issue and the exercise of the Conversion Option proceed than if they do not, we have
considered various advantages and disadvantages that are likely to accrue to non-associated
shareholders together with other considerations as set out below.
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Advantages

Approval of the Conversion Option will provide SPP with an opportunity to
continue as a going concern

12.2 SPP is in a vulnerable financial state having recorded a net consolidated trading loss
attributable to members of approximately $39.5 million for the year ended 31 December
2002. SPP’s consolidated cashflow statement indicates that whilst the Company recorded a
slight cash flow surplus over the year to 31 December 2002, net cash outflows from
operating activities of approximately $44.0 million were recorded over the period. These net
outflows were largely funded by a significant increase in long-term borrowings
(approximately $32.5 million).

12.3 The Company has recorded net cash outflows from operations in the current year of
approximately $1.1 million in the two months to 28 February 2003. The Company currently
holds cash in the order of $9 million. SPP’s management expects that the Company’s
continued operations will result in the consumption of this cash holding within six months.

12.4 Therefore, it is critical that SPP immediately achieve at least one of the following in the short
term:

B araising of substantial equity from an investor(s);

® securing a joint venture partner who would fund working capital and the capital
expenditure necessary for SPP to execute its business plan; or

B raising of further equity from existing shareholders and/or the market generally.

12.3 As noted in section 11, SPP’s senior management have been actively involved in seeking
financial investors and joint venture partners and the Company does not have in hand any
significant equity or debt funding alternative to the Bond Issue.

12.6 Based on the results of the recent rights issue and placement, the current trading price of SPP
Shares, the current state of equity markets generally and the current uncertainty in relation to
the prospects of SPP, we consider that SPP has limited prospects of raising further
significant funds in the absence of the Bond Issue from equity and/or debt markets.

12.7 We have discussed with the directors the likely outcome in the event shareholders resolve
not to approve the Conversion Option. The directors have indicated that, in their opinion,
unless an injection of substantial capital emerges quickly, it is possible that SPP will not be
able to continue as a going concern.

12.8 In these circumstances the directors consider the most likely outcome will be, within a short

timeframe, the appointment of an external administrator to each of the companies in the SPP
group and that if this were to occur, it would trigger certain events of default under the
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existing convertible notes and guarantee facilities which, in turn, is likely to lead to the
relevant parties seeking to enforce their rights.

In the circumstances of a forced realisation, we expect that the values of SPP’s mineral and
exploration assets would be adversely impacted, thereby negatively impacting the prospects
of a return of capital to SPP Shareholders.

We note that in such circumstances, if the net proceeds from a realisation of SPP’s mineral
and exploration assets were 18% or more below the value implied by SPP’s current trading
price of $0.17, then this would result in a realisation value per SPP Share less than that
implied by a conversion price for the Secured Convertible Bonds of $0.12.

Shareholder approval of the Conversion Option is a condition precendent to the Bond Issue.
Accordingly, approval of the Conversion Option will, assuming all other conditions
precedent are either satisfied or waived, facilitate the Bond Issue.

In addition to providing sufficient working capital to Company to fund its on-going
commitments, at least in the medium term, the Bond Issue is expected provide SPP with
sufficient capital to fund operational capacity and reliability enhancements to Stuart Stage 1
and, dependent upon the outcome of Stage 1 possibly fund the next phase of development
work at Stuart Stage 2.

Capital injections from the Bond Issue are expected to provide funding to achieve
design capacity for Stuart Stage 1

The capital injections (if tranches 1 to 3 proceed) are expected to provide sufficient capital to
enable Stuart Stage 1 to achieve design capacity, which may result in the demonstration plant
achieving positive cash flows, and may provide capital toward advancement of the next
phase of Stuart Stage 2.

Exercise of the Conversion Option may be positive in attracting the interest of
investors and joint venture partners

The application of the Bond Issue proceeds to establish the reliability of Stuart Stage 1 and
the next phase of Stuart Stage 2, coupled with the conversion of the Secured Convertible
Bonds to equity may contribute to lowering the perceived risk of an investment in SPP. If
positive results are achieved then this could reasonably be expected to be positive in
attracting the interest of investors and/or joint venture partners, which may in turn translate
into higher trading prices and increased liquidity in SPP Shares.
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Disadvantages

Exercise of the Conversion Option will significantly dilute the interests of existing
shareholders and SCP Koala may control SPP

Non-associated shareholders will experience a significant dilution of their interest in SPP’s
assets in the event that the Conversion Option is approved and SCP Koala elects to exercise
its rights. Currently non-associated shareholders hold 96.9% of SPP’s issued capital. In the
event that all three tranches are issued to SCP Koala and if the Conversion Option is
approved and SCP Koala elects to exercise its options to their full extent SCP Koala may
hold 50.9% of the expanded issued capital of SPP on a fully diluted basis.

Exercise of the Conversion Option will result in shares being issued at a discount
to current prices at which SPP Shares are trading on ASX

The Conversion Price for the issue of SPP Shares to SCP Koala of $0.12 represents a
discount of 29.4% to the closing price for an SPP Share on 11 April 2003 of $0.17.

It is usual for a premium to be paid over the value of a portfolio shareholding in
circumstances where an acquirer will achieve control of an entity, reflecting the benefits
such as the ability to access cash flows and control the strategic direction of a company.

Whilst certain of these benefits would only accrue to SCP Koala upon achieving 100%
control, having regard to the SCP Koala’s potential shareholding and the current composition
of SPP’s shareholder register, we consider that SCP Koala would likely be able to influence
the outcome of any general meeting of the Company and therefore significantly influence the
future direction of the Company.

Based on SPP’s current share price, prima facie, SCP Koala is paying no premium for
control. Further, we consider that it is not unreasonable to expect that the underlying value
of an SPP Share is likely to fall within, if not below, the Conversion Price.

However, given the recent trading performance of the Company and the continuing
uncertainty as to both the Company’s future, the unproven nature of its technology processes
and its ability to generate a return to shareholders equal to its current net asset backing, we
consider it reasonable to expect that any equity investor would require a significant
inducement to inject a significant amount of risk capital into the Company at this time.

Independent information relating to SCP Koala and its related entities has not
been provided to us

SPP has provided us with an outline of the strategic approach of Sandefer and its activities
but has not been able to provide us with significant independent or publicly verifiable
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information upon which to assess the merits of Sandefer LP, SCP Koala and their related
entities and their funding capability, investment horizon and strategic capability.

The Bond Issue will be secured

Approval of the Conversion Option will, assuming all other conditions precedent are either
satisfied or waived, facilitate completion of the Bond Issue, which will, prior to any
conversion, increase SPP’s debt obligations by between $34 million and $52 million. The
Bond Issue is to be secured over the assets of SPP and various group companies to the extent
of $40 million and should the Guarantee Facilities be extinguished, the security shall extend
to the full amount owing under the bonds.

Accordingly, in the event of any cessation of business and realisation of SPP’s assets, prior
to the Guarantee Facilities being extinguished, the holders of the Secured Convertible Bonds
will have a priority to repayment ranking ahead of both unsecured creditors and non-
associated shareholders to the extent of $40 million. Any amount repayable in excess of $40
million will rank equally with other unsecured creditors but before non-associated
shareholders.

Completion of the Conversion Option may reduce the likelihood of a takeover offer
being received in the future

Whilst SPP’s current Constitution presently precludes any individual party acquiring an
interest in the Company in excess of 20%, this restriction has a sunset date of 8 March 2004.
It is proposed this limitation be removed to facilitate completion of the Bond Issue.
Acquisition by SCP Koala of a significant interest in SPP upon conversion of the Secured
Convertible Bonds may reduce the likelihood of non-associated shareholders receiving a
takeover offer from a third party that may otherwise have been made after 8 March 2004.

The anti-dilution provision under the terms of the Bond Issue may result in non-
associated shareholders being further diluted

The terms of the Bond Issue include an anti-dilution provision in certain circumstances in the
event of shares issued upon the conversion of any Existing Convertible Notes and/or the of
raising funds to repay those note holders exceed a prescribed 150 million SPP Shares. In
these circumstances, SPP is required to adjust the conversion ratio of the Secured
Convertible Bonds in order to maintain SCP Koala’s ownership interest at the same
ownership percentage interest as if only 150 million shares had been issued.

The practical effect is that current non-associated shareholders may be diluted further than

would otherwise have been the case in the absence of this provision. For example, if holders
of Existing Convertible Notes converted to SPP Shares at a price of $0.12, then the anti-
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dilution provision would result in a further 6% dilution of the interests of non-associated
shareholders.

Other key considerations

If the Bond Issue does not proceed SPP is liable to pay a Termination Fee to SCP
Koala

12.27 A Termination Fee of $900,000, in addition to out of pocket costs incurred by SCP Koala,
will be payable by SPP should the Bond Issue not proceed and if SPP receives an alternative
financing offer within twelve months of 16 April 2004.

The Secured Convertible Bonds are transferable

12.28 Subject to an undertaking not to dispose of the Secured Convertible Bonds before 23 May
2006 (other than to SCP Koala affiliates), the Secured Convertible Bonds are free to be sold
or transferred, in whole or in part, by SCP Koala to other third parties.

12.29 In that event the holder of the Secured Convertible Bonds at the date of the Conversion
Option may not be SCP Koala (or its affiliates). In these circumstances, non-associated
shareholders will again be provided the protection of section 606 of the Act, in that any party
other than SCP Koala (or its affiliates) proposing to increase its interest in SPP above the
20% threshold will be required to obtain approval of non-associated shareholders.

A number of conditions precedent remain outstanding

12.30 Completion of each Tranche of the Bond Issue is subject to a number of conditions
precedent. At the date of this report we understand a number of the conditions are yet to be
satisfled. In the event, these conditions are not satisfied or waived, the Bond Issue and
therefore the Conversion Option may not take place, notwithstanding requisite shareholder
approval being obtained.

The directors have recommended approval of the Conversion Option

12.31 We note that the directors have indicated in the Explanatory Memorandum that they
unanimously support the Conversion Option. Directors currently hold 6,782,976 fully paid
ordinary shares in the Company, representing 1.67% of the Company’s ordinary shares.
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SCP Koala may elect not to convert the Secured Convertible Bonds

We note that the terms of the Secured Convertible Bonds provide SCP Koala with the right
but not the obligation to convert the Secured Convertible Bonds into fully paid ordinary
shares in SPP. In the event SCP Koala elects not to exercise its rights in respect to
conversion the face value of Bonds on issue will become repayable in full on the fifth
anniversary of their issue.

We also note that SCP Koala will be entitled to partially convert the Secured Convertible
Bonds on issue and seek repayment of the remaining balance.

Acquisition of a relevant interest by SPP

In our opinion, the acquisition by SPP of the relevant interest in SPP Shares is fair and
reasonable to the non-associated shareholders of SPP as at the date of this report.

The restriction upon SCP Koala of disposing of any Secured Convertible Bonds or any SPP
Share issued through exercising the Conversion Option prior to 23 May 2006 without the
consent of SPP (other than to an SCP Koalas affiliate) provides non-associated shareholders’
with some degree of certainty as to the future composition of the Company’s share register
for the period that the restriction is in place.

Accordingly, we consider that the acquisition of the relevant interest does not adversely
impact upon the commercial interests of the non-associated shareholders.

The effect of the right of participation

The effect of the right of participation is to maintain the likelihood of the Conversion Option
being exercised, all other things being equal, in the event of SPP issuing bonus shares. Non-
conversion would adversely impact SPP’s gearing.

We consider that the right of participation is commercially justifiable as the bondholder will
have contributed cash in exchange for the issue of the Secured Convertible Bonds and the
bonds potentially represent long term funding, not being repayable within the normal course
of business with five years.

An alternative to the right of participation would be for SPP to agree not to make bonus

issues so long as the Secured Convertible Bonds remain on issue. This may provide less
flexibility in capital management to SPP than the right to participation.

48



m Southern Pacific Petroleum NL

Independent expert’s report
17 April 2003

Appendix 1: Sources of information

In preparing this report and arriving at our opinion, we have considered and relied on:

Draft Explanatory Memorandum, dated 17 April 2003;

Draft Bond Facility Agreement;

SPP’s management financial statements as at 28 February 2003;
SPP’s management financial models;

SPP’s annual report for the year ended 31 December 2002;
SPP’s internal corporate strategy update dated 10 March 2003;

SPP’s Investment Opportunity in Stuart Oil Shale Project document dated 3 February
2003;

SPP’s Stuart Oil Shale Project investor presentation dated 3 February 2003;
SPP’s announcements to the ASX from 1 January 2001 to 14 April 2003;
Purvin & Gertz Inc, Stuart Oil Shale Project Analysis document dated 14 August 2003;

Ross Smith Energy Group Ltd, Independent Assessment of Stuart Oil Shale Project,
dated 28 February 2003;

Bloomberg Online Equity Service; and

discussions with certain SPP executives.
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Appendix 2: Risk factors

There are a number of risks that may have a material effect on SPP’s future financial
performance and the value of SPP. These include:

Negative cash flows

SPP anticipates that it will continue to be cash flow negative during the development phases
of each stage of the Stuart Project despite the commercial return expected from Stages 2 and
3, due to the significant levels of capital expenditures that will be required to carry out the
development of those stages.

Given that Stage 1 has not yet operated successfully at design capacity, SPP cannot assure
that it will generate sufficient revenue to attain positive cash flow in the future. Even if SPP
attains positive cash flow, it may not be able to sustain or increase that cash flow on a
period-to-period basis in the future.

In addition, due to the significant capital expenditure required for Stuart Stages 2 and 3, SPP
may experience negative cash flows until such time as significant commercial operations are
achieved.

Availability of future financing

Whilst experiencing negative cash flow, SPP must raise and draw on capital to fund its
operations. There is no assurance that SPP will be able to raise the necessary amounts of
capital that may be required for this purpose in the future.

In order to proceed to develop Stage 2 and subsequent commercial facilities, SPP will be
required to raise substantial additional capital in the future. SPP is also seeking to sell an
interest in the Stuart Project to raise funds and to share the development costs of future
commercial facilities.

There is no assurance that SPP will be able to raise any such capital when it is required or
that the terms associated with providing such capital will be satisfactory to SPP. If SPP were
unable to raise such capital then this would have a material adverse effect on SPP’s business,
financial condition and value.

Finite working capital

As at 28 February 2003, SPP had $9.7 million in current cash assets. In the event that the
Bond Issue does not proceed and no immediate or short term alternative for the injection of
substantial capital emerges quickly it is quite possible that SPP and its controlled entities will
not be able to continue as a going concern.

i



Southern Pacific Petroleum NL

m : Independent expert’s report

17 April 2003

Volatility of crude oil prices

SPP’s future financial performance is likely to be closely linked to oil prices. The price of
oil can be influenced by global and regional supply and demand factors and political and
economic conditions (including actual or potential civil or military conflict) prevailing in
producing or consuming nations.

Exchange and interest rate fluctuations

The Stuart Stage 1 project is producing and selling ultra low sulphur naphtha and low
sulphur light fuel oil. These products are being marketed on the basis of international prices,
which are denominated in United States dollars. The rate of exchange between the
Australian dollar and the US dollar will have a significant effect upon the financial
performance of SPP as expressed in Australian dollars.

Similarly, fluctuations in interest rates may have an effect on SPP’s financial position.

Terrorism and war

Military action in the Middle East has heightened the risk of terrorism and has potentially
increased the risk profile of equities markets. Any outbreak of hostilities (particularly which
may involve the United States of America), war, political or civil unrest, may have an effect
on global economic conditions and a consequential adverse effect on SPP’s financial
performance and ability to raise capital.

Government regulations and taxation

SPP’s operations in Australia are conducted under federal, state and local government
legislation, regulations. The introduction of new legislation and regulations, or amendments
to existing legislation and regulations in relation to the environment, occupational health and
safety, tax, royalties, imports, excise, competition policy, native title, mine development, and
crude oil production may require increased capital and/or operating expenditures. Any of
these measures may also affect earnings.

Native title

All of SPP’s oil shale tenements could be, in whole or in part subject to one or more claims
for native title. Title to SPP’s existing tenements, including the Stuart Stage 1 mining lease,
will not be prejudiced should any of these claims be successful. Except for the Stuart Stage
1 mining lease, native title claims may affect SPP’s right to mine deposits, or the cost of
developing these deposits.
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Environmental-

Mining and processing development projects (including oil shale development projects)
often involve environmentally sensitive activities that can give rise to substantial costs for
environmental control measures and rehabilitation. Because of these potential impacts it is
necessary for project developers such as SPP to make application for environmental
approvals for any expansion. Obtaining major approvals, such as for Stage 2, may be costly
and involve lengthy application processes.

In addition, future changes to environmental laws and regulations may change compliance
requirements and may result in increased capital and/or operating costs to SPP.

.

Uncertainty in reserves and resources estimates

While SPP is confident it has calculated its reserves and resources figures in accordance with
the “Australian Code for Reporting of Mineral Resources and Ore Reserves” (the “JORC
Code”) requirements, there are numerous uncertainties inherent in estimating quantities of
reserves and resources, including many factors beyond the control of SPP,

Reliability of any estimates of future performance of SPP operations at design capacities

It may be some time before SPP can establish sufficient operating history to enable it to
demonstrate the likely performance of Stuart Stage 1, and to extrapolate estimates for Stuart
Stages 2 and 3. If, due to the lack of historical data, SPP estimates in relation to capital
requirements and operating costs turn out to be inaccurate, they could affect the economic
viability of current and future stages of the Stuart Project and could have a material and
adverse effect on SPP’s financial results and value.

Performance of Stuart Stage 1

Stage 1 of the Stuart Project which was designed to test the ATP technology, remains to be
successfully tested at design capacity of 250 tonnes per hour. To date, limited runs at a
capacity of 200 to 210 tonnes per hour is the highest that has been achieved.

Failure to achieve the projected performance from Stuart Stage 1 could have a material
adverse effect on SPP's business and financial condition.

Commercial scale

There is the risk that the further scale up of the ATP to the commercial size required to move
to Stage 2 will not be able to be achieved. This will form the basis for large-scale
commercial facilities. The construction of a full-scale commercial facility will require
successfully undertaking further technological development, including the risks associated
with scaling up the ATP from Stuart Stage 1 to larger units in commercial stages.
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Production and marketing

There can be no assurance that reliable production of oil products at design capacity or at
product specification will be achieved, that there will be satisfactory markets for sales of oil
products, that such sales will be obtained at the levels or prices currently expected, or that
production, distribution or sales will not be disrupted by special interest groups.

Reliance on the licence of the ATP technology

SPP relies on a licence of the ATP technology in relation to the conduct of the Stnart Project,
which is the most significant portion of its business. While agreements are in place to
protect rights in relation to this technology, SPP cannot assure that such agreements will
provide all necessary rights to use that technology in the future.

Approvals for future developments

SPP cannot assure that it will obtain any or all of the necessary approvals for Stuart Stages 2
and subsequent commercial facilities, or other future projects. If SPP fails to obtain such
approvals it would prevent the development of those stages and/or other projects, which
would have a material adverse effect on business, results of operations and financial
condition.

Operating hazards

The Stuart Oil Shale Project is subject to hazards and risks such as machinery failures,
mechanical defects, operational defects, processing failures, mine collapse, fires, explosions,
gaseous leaks, odours or noise emissions, oil spills and escape of contaminated water any of
which can cause personal injury, damage to property, equipment and the environment.

SPP’s insurance may not provide adequate coverage in all circumstances, nor are all such
risks insurable. Losses resulting from the occurrence of these risks could have a material
adverse impact on SPP.

Disruption to commercial operations

Industrial disruptions, work stoppages, civil unrest (including action by activist groups
opposed to oil shale mining and processing), accidents and the requirement to shut down
Stage 1 operations as part of the proposed Stage 1 program to address certain capacity
limiting issues, to further enhance plant reliability and to acquire further data for the design
of Stuart Stage 2 can result in production losses, delays in the delivery of product and
interference with sales, any of which could adversely affect Stage 1 revenues.
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Legal

Legal actions have been commenced against SPP and its former joint venture partner relating
to alleged odour, noise and other emissions from the Stage 1 plant. While SPP believes it
has adopted measures which have eliminated any alleged nuisance and damage, no assurance
can be given that the legal actions if successful will not result in SPP being liable to pay
material sums of damages, or that, if the emissions cannot be satisfactorily controlled, further
production or development would be curtailed or prevented until such issues were overcome.

There are claims against SPP notified by its principal contractor, Bechtel Australia Pty Ltd
(Bechtel) under the agreement involving the construction of the Stuart plant (the
Agreement). The Bechtel claim was for alleged entitlements to payment under the
Agreement totalling $10.5 million and damages totalling US$13 million. SPP had also
asserted its right to substantial counter claims for further damages. While the partners have
agreed in principle to a walk away on both sides, a legally binding agreement to this effect
has yet to be completed.

SPP depends on key personnel to achieve success

Success substantially depends on the skills, experience and performance of directors,
executive officers and key technical staff. SPP’s ability to implement its business strategy
may be constrained, and the timing of implementation may be adversely impacted, if it is
unable to attract and retain sufficient personnel with the required skills and experience.

Dependence on supplies for goods and services

SPP utilises, and intends to continue to utilise, third party suppliers and component
manufacturers in the design and construction of the ATP required for Stuart Stages 1, 2 and
3. If third party suppliers are unable to provide services or components for the oil shale
plants required for Stuart Stages 2 or 3 in a timely manner and within the specifications, SPP
could experience material delays, or construction plans could be cancelled, resulting in a
material adverse effect on SPP's financial condition.

Highly competitive industry

SPP operates in the highly competitive area of oil production and marketing with many other
companies worldwide. Many of SPP’s competitors have substantially larger financial
resources, operations, staff and facilities. The effects of this highly competitive environment
could have a material adverse effect on results of operations and financial condition.
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Appendix 3: Qualifications and declarations

Purpose of report

This report is provided to the directors of SPP solely for the purpose of expressing our
opinion as to whether the Conversion Option is fair and reasonable to the non-associated
shareholders of SPP. This report is not provided for any other reason whatsoever and may
not be relied upon by any person for any other purpose. It should not be used as the basis for
any investment or lending decision relating to SPP.

Neither the whole nor any part of this report or its attachments or any reference thereto may
be included in or attached to any document, other than the Explanatory Memorandum
without the prior written consent of KPMG Corporate Finance as to the form and context in
which it appears.

Qualifications

KPMG Corporate Finance is a member firm of KPMG and is a licensed dealer within the
terms of the Corporations Act. KPMG Corporate Finance provides a full range of corporate
advisory services and has advised on numerous corporate valuations, restructures and
mergers and acquisitions.

The following persons, whose qualifications and experience are stated below and which are
appropriate to the tasks performed, were responsible for the preparation of this report.

Steve Scudamore, MA (Oxon) FCA ASIA is a director and authorised representative of
KPMG Corporate Finance, a partner in KPMG and National Head of Valuations, Australia.
Steve has been personally involved in and completed many independent expert reports and
valuation assignments conducted by KPMG Corporate Finance.

Peter Hoare, BBus MBA CA ASIA is an associate director and authorised representative of
KPMG Corporate Finance. He has specialised for over 10 years in corporate valuations and
mergers and acquisitions and has been involved in the preparation of numerous independent
expert reports, and valuation reports for the purpose of equity raising and restructuring.

Ian Buckingham, FRMIT (Geology), BAppSc (Applied Geology) MBA is Managing
director of Anderson & Schwab Australia Limited. He is a member of the Petroleum
Exploration Society of Australia and a member of the American Association of Petroleum
Geologists. Ian’s experience as a geologist includes base metals, gold, diamonds and
petroleum exploration. As a resources analyst, he has advised major mining companies.
With A&S he has provided valuation, economic and technical analysis, concept and strategic
development and financial modelling for many projects.
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Disclosure

At the date of this report, none of KPMG Corporate Finance, KPMG, Steve Scudamore,
Peter Hoare, lan Buckingham or any other member, director, partner or employee of any of
KPMG Corporate Finance or KPMG has any interest in the outcome of the Bond Issue,
except that KPMG Corporate Finance is entitled to receive a fee based on time incurred at
professional rates. This fee is payable regardless of the outcome of either the Bond Issue or
the Conversion Option. With the exception of this fee, KPMG Corporate Finance will not
receive any other benefits, whether directly or indirectly, for or in connection with the
making of this report.

Consents

KPMG Corporate Finance consents to the inclusion of this report in the form and context in
which it is included with the Explanatory Memorandum. Neither KPMG Corporate Finance
nor KPMG has been involved in the preparation of the Explanatory Memorandum.
Accordingly, we take no responsibility for the content of the Explanatory Memorandum.

Reliance on information

The sources of information upon which this report has been based are set out in Appendix 1
to this report. Whilst KPMG Corporate Finance, has no reason to believe that such
information is anything but reliable and accurate, KPMG Corporate Finance has not in any
way caused such information to be independently verified or audited. We have however
evaluated the information provided by SPP, as well as other parties, through inquiry, analysis
and review and nothing has come to our attention to indicate the information provided was
materially misstated or did not afford reasonable grounds upon which to base our opinion.
We have no reason to believe that any information relied on by us is incomplete or incorrect.

The information provided to KPMG Corporate Finance included historic and prospective
information prepared by the management of SPP. Whilst KPMG Corporate Finance has in
part relied upon this information in preparing this report, SPP remains responsible for all
aspects of this information. Achievement of prospective results is not warranted or
guaranteed by KPMG Corporate Finance. Prospective information is by its nature uncertain
and is dependent upon a number of future events that cannot be guaranteed. Actual results
may vary significantly from prospective information and any variations may affect our
opinion.

The opinion of KPMG Corporate Finance is based on prevailing market, economic and other
conditions at the date of this report. Conditions can change over relatively short periods of
time. Any subsequent changes in these conditions could impact upon value either positively
or negatively.

viii



m Southern Pacific Petroleum NL

Independent expert’s report
17 April 2003

We have had discussions with certain executives and management of SPP regarding the
information contained in this report. There was no alteration to the methodology,
conclusions or recommendations as a result of these discussions.

As this report has been prepared specifically for SPP’s non-associated shareholders, none of
KPMG Corporate Finance, KPMG, or any director, member or employee thereof undertakes
responsibility to any other person in respect of this report, including any errors or omissions
howsoever caused.

Indemnification
A condition of KPMG Corporate Finance’s agreement to prepare this report was that SPP

indemnifies KPMG Corporate Finance against any and all losses, claims, damages and
liabilities arising out of or related to reliance on information provided by the Company.
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Phone: 617 3237 6600
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Email: info@sppcpm.com

Dear Shareholder

As you will know from recent communications from the Company and, in particular, those
before and after the recent Rights Issue, Southemn Pacific Petroleum N.L. (SPP) has had an
urgent need for an injection of new capital, not only to enable continued development of the
Stuart project, but indeed to ensure that the Company can remain sound financially. Although
the Company has continued to make significant operational and technical progress towards a
commercial development at Stuart, the international financial markets have been in retreat for
some time and obtaining the necessary new funding has proved to be very challenging.

- It was, therefore, with-great satisfaction that on 14 April the Board was. able to announce that
we have attracted funding from a major, active energy investor who, after conducting
extensive due diligence, shares our vision for developing the Company's extensive oil shale
resources. SCP Koala Partners, a partnership managed by an entity managed by an affiliate of
Sandefer Capital Partners LP, has committed to provide funds for an initial investment of
A$34 million to primarily fund Stage 1 upgrades, and two further conditional amounts, each
of A$8.5 million, to ensure SPP has sufficient funds primarily to complete the upgrades of
Stage 1 and to progress the next phase of development of Stage 2.

This financing involves the issue of Secured Convertible Bonds and details are set out in the
accompanying Explanatory Memorandum.

If the full amount of A$51 million is invested and conversion rights are fully exercised, SCP
Koala Partners will become the Company's largest shareholder. It will, as a result of this
transaction and taking into account the shares that their associates aiready hold, own 53%
(based on SPP current issued capital). However, one of the conditions of this transaction is
that the Company cannot take on additional debt in order to redeem or convert the existing
issue of $30 million in Convertible Notes. Therefore, and while there has yet been no
discussions or proposals on this matter, the Directors believe it is likely that up to 150 million
additional SPP shares will be issued in order to effect such redemption or conversion
sometime prior to their maturity on 1 December 2004. If these number of additional shares are
so issued and assuming all remaining CPM shares are exchanged for SPP shares, SCP Koala
Partners’ ownership percentage arising from this transaction will be reduced to approximately
42% (excluding existing associates holdings).

It is the Board’s opinion that, considering the current state of the international finance
markets, and the Company’s urgent need for substantial additional capital, this financing is
clearly in the best interests of the Company and its shareholders.



Your Directors' views are supported by an opinioyn‘ from aﬁ )‘iﬁdependent expert, KPMG
Corporate Finance (Aust) Pty Ltd, whose report is attached and who have concluded that the
terms of the financing proposal are fair and reasonable.

The financing has the added advantage of developing a relationship with a sophisticated oil
industry investor who has a close association with the US oil industry and access to
significant amounts of capital which should give the Company added flexibility when it
comes to considering financing alternatives for the future Stuart Stage 2 development.

We urge you to read carefully the contents of both the Explanatory Memorandum and the
independent’s report. We seek your support in this next critical phase of SPP’s life.

Yours faithfully

Qwﬁw@aw

Campbell Anderson
Chairman
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Item | — Approval of issue of options and shares to SCP Koala
Item 2 — Amend Constitution to remove 20% restriction and insert a requirement
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.Comp‘any Announcement

ROSS SMITH ENERGY GROUP COMPLETES POSITIVE
ASSESSMENT OF STUART PROJECT

Southern Paciﬁc Pé&oleﬁin NL (SPP) t'oday released a summary of a comprehensive,

independent assessment of the Stuart Oil Shale Project completed by the Ross Smith Energy

Group of, Calgary, Canada, one of the largest independent energy (exploration and production
company) research firms in North America. The study was very comprehensive and

encompassed the resource base, ATP technology evaluation, comparisons with United States

oil shale ;experience, an environmental and regulatory review, and an in-depth analysis of
project economics with comparisons to Canadian oil sands projects.

SPP Managmg Director Jim McFarland said, “The Ross Smith Energy Group’s conclusions
are encouraging. An endorsement from such a respected, 1ndependent research firm confirms
our belief that we are on track in developing a sustainable, economic oil shale industry in
Australia that will contribute greatly in terms of shareholder return, energy security, economic
activity, and jobs.” :

The full 75-page Ross Smith Energy Group report is being provided on a confidential basis to
potential joint venture partners and other strategic financial investors to support their reviews
of SPP and the Stuart Project. A summary of the report’s conclusions follows:

Resource Base

o The Stuart deposit could supply up to 200,000 barrels of oil per day and, along with SPP’s
other Australian deposits, could prov1de at least one million barrels of shale oil per day for

many decades.

a SPP’s Australian oil shale deposits, and Stuart in particular, represent the most logical
place for large-scale shale oil production to begin because of political stability, high
quality shale, low mining costs, proximity to infrastructure, a deepwater port and growing
Asian markets, scalability of operation, climate, and quality of oil products derived from

oil shale.
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ATP Technology

0 Because the ATP technology has no commercial operating history, technical problems
undoubtedly remain to be discovered. However, the ATP remains the best available
technology to commercialise oil production from oil shale and probably has a five-year

lead over potential competing technologies.

0 While the Stuart Project has gone through a prolonged period of start-up, suffered from a
significant number of unscheduled plant shutdowns and generally been exposed to
‘teething’ problems typical of first-of-a-kind synthetic fuel plants, the Project has
achieved several milestones in the demonstration stage. Many of the operating constraints
will likely be overcome with continuing Stage 1 efforts.

o SPP has definitive plans to resolve capacity and reliability issues but they have yet to
demonstrate that the ATP can run at high availability factors. However, the ATP itself has
been responsible for only 9 of the 47 shutdowns experienced since commencement of

operations in April 1999 through to the end of 2002.

Environmental and Regulatory

o SPP has proactively addressed environmental issues by reducing odour and other
- emissions and developing an innovative greenhouse gas (GHG) strategy aimed at ensuring’
lower net GHG emissions than from conventional oil (on a full fuel cycle basis).

o The Stage 2 EIS process is near completion and no big delays are expected for
government approval. SPP’s relationships with the appropriate government agencies

remain positive.

Economics

o Provided that the commercial potential of the ATP technology is proven in Stage 2, the
un-risked economics for the full Stuart Commercial Project (Stages 2 and 3) are
reasonable and exceed those of a comparable Canadian oil sands mining project. Stuart
also has a much higher ratio of cash flow to revenue.

o The expected high growth in demand for transportation fuels in south-east Asia, and
particularly in China, and the low-sulphur ‘bottomless’ nature of the synthetic crude oil
that will be produced from Stuart Stage 3 make it an attractive feedstock to Asia’s

refiners.

FU ot

James D McFarland
Managing Director

For further information, please contact:
Bruce Corbet

Commercial Manager

Southern Pacific Petroleum (SPP)

Phone: +61-7-3237-6624
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This quarterly report summarises the activities of Southern Pacific Petroleum N.L. (SPP - “the
Company”) for the quarter ended 31 March 2003. This report also contains information on a number
of key events subsequent to 31 March.

1. PASSING OF MR JOHN VAL BROWNING

As regretfully announced on 21 March 2003, Mr John Val Browning, an Executive Director of
SPP, passed away after a.short illness on 18 March 2003. At the time of his death, Mr Browning
was also President of both SPP (USA) and SPP (Europe) SA.

Mr Browning was a true pioneer of the oil shale industry having been involved with SPP since its
inception in 1968. Mr Browning had an enormous influence on the direction of the Company and
- his involvement, sage counsel and unfailing support will be sorely missed. Mr Browning’s son,
:-John A Browning, will- continue -the involvement-of the Browning family-with-SPP through his -
ongoing role as a Director of SPP (Europe) SA and as a significant shareholder.

2. NEW FINANCING ENSURES FURTHER DEVELOPMENT OF THE STUART
PROJECT

As announced on 14 April 2003, SPP has secured a financing package with the potential to
provide up to A$51 million in new funds. Funding will be provided in up to three tranches by
SCP Koala Partners, a partnership managed by an entity managed by an affiliate of Sandefer
Capital Partners LP, through the issue of 5 year, zero coupon Secured Convertible Bonds
convertible into SPP ordinary shares at A$0.12 per share.

The funding includes an initial investment of A$34 million to primarily fund Stuart Stage 1
upgrades, and two further conditional amounts, each of A$8.5 million, to ensure sufficient funds
primarily to complete the upgrades of Stage 1 and to progress the next phase of development of
the proposed Stage 2 commercial project. '

The transaction will require the approval of shareholders and Australia’s Foreign Investment
Review Board, as well as the fulfilment of other legal formalities. The Board of Directors is
unanimous in recommending this funding proposal, which will be put to shareholders for
approval at an Extraordinary General Meeting to be held in Brisbane on 23 May 2003.

The Directors’ views are supported by an opinion from an independent expert, KPMG Corporate
Finance (Aust) Pty Ltd, whose report is included in the Explanatory Memorandum & Notice of
Extraordinary General Meeting mailed to shareholders on 24 April 2003.
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FINANCING PA&KAGE PROVIDES NEEDED BOOST TO CASH RESERVES

At the end of March 2003, the SPP Group had A$3.9 million of available funds under
management. On a proforma basis, available funds at 31 March were effectively increased to
A$9.4 million with the inclusion of a deferred component of the November 2002 private
placement, accounts receivable (oil product sales) and the projected proceeds from the sale of
month-end oil product inventories.

Depending on the timing and volume of oil shipments planned in the first half of May, the
Company’s available cash reserves would continue to decline.

The proposed financing package from SCP Koala Partners will therefore provide the needed boost
to cash reserves that will enable SPP to continue as a going concern and to progress further
development of the Stuart Project.

The Company’s proforma available funds at the end of May 2003 (including the projected initial
investment of A$34 million from SCP Koala) is projected to be approximately A$36 million.

STUART PROJECT ACHIEVES NEW PRODUCTION MILESTONES

The Stuart Stage 1 demonstration plant produced 111,000 barrels of oil in the first quarter of 2003
and achieved a number of new production milestones.

+ Record oil production of 140,000 barrels (restated from 133,000 barrels in the Stuart Project
~Update No. 33) and a récord tun length of 56 stream days were dchieved in the production run
that began on 13 December 2002 and ended on 25 February 2003. Stream-day oil production
rates during this run averaged 2,500 barrels per day, alse a new record.

January 2003 oil production of 79,000 barrels established a new monthly production record,
exceeding the best previous month by 29%.

As of the end of March 2003, cumulative oil production since operations began stood at 703,000
barrels, valued at more than A$37 million.

FIRST QUARTER OIL SALES GENERATE A$10.6 MILLION IN REVENUE

Oil product sales of 150,900 barrels in the first quarter have generated A$10.6 million in net
revenues (after shipping and including excise tax rebates). These sales included 62,860 barrels of
light fuel oil (LFO) to the Singapore fuel oil market and 88,040 barrels of ultra-low sulphur
naphtha (ULSN) to Mobil Oil Australia (Mobil).

On 9 April 2003, Mobil announced the planned closure in mid-2003 of their Pt Stanvac refinery
in Adelaide. With the exception of one cargo in March 2003, all of SPP’s ULSN production in
2002 and 2003 had been delivered to this refinery. However, Mobil has advised that ULSN sales
will be unaffected under the exclusive multi-year sales contract that SPP signed in July 2002. In
the future, all ULSN volumes will be shipped to Mobil’s Altona refinery in Melbourne, with

some savings in shipping costs expected.
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OIL PRODUCTIbN RESUMES FOLLOWING PLANNED SHUTDOWN

Oil production operations resumed on 8 April 2003 following a planned shutdown that began on
25 February. Shale processing rates as high as 210 tonnes per hour (84% capacity) have been
successfully tested during the current run, which is being targeted to extend to the end of June.

As of 29 April, oil production in the second quarter stood at approximately 38,000 barrels, with
stream-day oil production rates averaging 2,675 barrels per day. This performance reflects
approximately seven days of hot-hold conditions to clear a blockage in an ATP ash moistener and
other minor start-up problems following the shutdown.

RELIABILITY IMPROVEMENTS COMPLETED IN FIRST QUARTER SHUTDOWN

During the Stage 1 shutdown in the first quarter, which was extended from the planned three
weeks to six weeks, a number of significant plant reliability improvements were successfully
completed. These included:

Q Replacement of a number of corroded, small diameter, carbon steel lines in the oil recovery
plant with stainless steel lines and valves. Leaks in these lines in the first quarter caused
increased downtime and were an unacceptable hazard. A new corrosion inhibitor circulation
system was also installed in the fractionator vessel.

0 Improvements to the two ash moisteners, which remove the processed shale from the ATP, to
increase wear resistance and durability and to reduce downtime.

0 Improvements to the flue gas scrubbing circuit to facilitate on-line cleaning.

Q Improvements to the ATP including adjustments to the recycle gate valve in the retort section
to facilitate higher shale processing rates and replacement of a number of worn shale lifters
and pushers in the combustion zone and retort annulus.

0 Unplanned maintenance included repairs to the hydrocarbon vapour cyclones and ductwork
and to the induced draft fans in the shale dryer and ATP. These were straightforward but
time-consuming repairs that are not expected to recur.

These improvements and plant design changes, which have been identified from operational
experience to date and implemented at modest cost, have already facilitated the higher production
rates achieved in the current run.

DISCUSSIONS WITH POTENTIAL INDUSTRY JOINT VENTURE PARTNERS
EXPECTED TO BENEFIT FROM NEW FINANCING PACKAGE

Efforts are being redoubled to attract industry joint venture partners, particularly in Asia where
the most interest has been shown. The new financing package of up to A$51 million provides
SPP with the ability to complete the upgrades in the Stage 1 plant and to advance development
work on Stage 2, both of which will create additional visibility and credibility for SPP’s business

plans.

The involvement of SCP Koala Partners and Sandefer Capital Partners, who are United States -
based strategic financial investors in the energy business, should also open up new avenues to
pursue petroleum companies and other financial investors in the United States. The extent of the
technical due diligence carried out by these investors, including the involvement of oil shale
experts well-known in the United States, should also carry weight in these discussions.
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9.

10.

11.

STUART STAGE. 2 DRAFT EIS REVIEW NEARING COMPLETION

Queensland and Commonwealth Government review of the Draft Environmental Impact
Statement (EIS) for Stage 2 is nearing completion. Following the submission of a 400+ page
“Addendum Report” by SPP in November 2002, the Company has beén responding to requests
for additional data and other points of clarification.

SPP remains confident that it has satisfactorily addressed all of the issues in its submissions and
that the EIS for Stage 2 will be approved.

ROSS.SMITH ENERGY GROUP COMPLETES POSITIVE ASSESSMENT OF STUART
PROJECT

The Ross Smith Energy Group of Calgary, Canada, one of the largest energy (exploration and
production company) research firms in North America, has completed an independent assessment
of the Stuart Project with encouraging results. The study was very comprehensive and
encompassed the resource base, ATP technology evaluation, comparisons with United States oil
shale experience, an environmental and regulatory review, and an in-depth analysis of project
economics with comparisons to Canadian oil sands projects.

The Ross Smith Energy Group concluded, “The ATP Technology is the most viable for
processing Stuart oil shale. While SPP has yet to fully demonstrate the 75:1 scale-up from the
pilot plant, many of the operating constraints will likely be overcome with continuing Stage 1
efforts.” The report also states, “Provided that the commercial potential of the ATP technology is
proven in Stage 2, the un-risked ¢conomics for the full Stuart Commercial Project (Stages 2 and
3) are reasonable and exceed those of a comparable Canadian oil sands mining project.”

The full 75-page Ross Smith Energy Group Report is being provided on a confidential basis to
potential joint venture partners and other strategic financial investors to support their Stuart

Project and due diligence reviews. The conclusions of this report are summarised in Appendix A.

CENTENARY MEDAL AWARDS REINFORCE IMPORTANCE OF STUART
PROJECT TO AUSTRALIA

On 23 April 2003, the Prime Minister of Australia announced that Centenary Medals had been
awarded to Jim McFarland, Managing Director of SPP and Jennifer McFarlane, past Deputy
Chairman of SPP and daughter of SPP/CPM founder, Sir Ian McFarlane. The medals have been
awarded to Australians who have shaped the nation since Federation. The citations refer to
contributions made to business and commerce in Australia.

These awards reflect well on SPP and the hard work and unprecedented accomplishments of the
entire SPP organisation in creating a new, stratégically important industry for Australia.

T SN/

James D McFarland
Managing Director
30 April 2003

Note:

This release contains forward-looking statements based on numerous assumptions. These assumptions are subject to a number of
risks and uncertainties, many of which are beyond the control of the Company. Actual results may differ materially from those
projected. The Company makes no representations or warranties with respect to the accuracy of the projections.

Level 11, Riverside Centre . Ph: 61-7-3237-6600
123 Eagle Street, Brisbane Qld 4000 Australia Fax: 61-7-3237-6700
PO Box 7101 Email: info@sppcpm.com

Riverside Centre, Brisbane Qld 4001 Australia Website: WWW.SPPCpITL.Com
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* APPENDIX A

KEY CONCLUSIONS FROM THE ROSS SMITH ENERGY GROUP REPORT

Resource Base

m]

The Stuart deposit could supply up to 200,000 barrels of oil per day and, along with .SPP’s other
Australian deposits, could provide at least one million barrels of shale oil per day for many
decades.

- SPP’s Australian oil shale deposits, and Stuart in particular, represent the most logical place for
large-scale shale oil production to begin because of political stability, high quality shale, low

mining costs, proximity to infrastructure, a deepwater port and growing Asian markets, scalability
of operation, climate, and quality of oil products derived from oil shale.

ATP Technology

Q

Because the ATP technology has no commercial operating history, technical problems
undoubtedly remain to be discovered. However, the ATP remains the best available technology to
commercialise oil production from oil shale and probably has a five-year lead over potential
competing technologies.

While the Stuart Project has gone through a prolonged period of start-up, suffered from a

¢ significant number-of -unscheduled -plant shutdowns and -generally -beenexposed to “teething™

problems typical of first-of-a-kind synthetic fuel plants, the Project has achieved several milestones
in the demonstration stage. Many of the operating constraints will likely be overcome with
continuing Stage 1 efforts.

SPP has definitive plans to resolve capacity and reliability issues but they have yet to demonstrate
that the ATP can run at high availability factors. However, the ATP itself has been responsible for
only 9 of the 47 shutdowns experienced since commencement of operations in April 1999 through
to the end of 2002.

Environmental and Regulatory

a SPP has proactively addressed environmental issues by reducing odour and other emissions and
developing an innovative greenhouse gas (GHG) strategy aimed at ensuring lower net GHG
emissions than from conventional oil (on a full fuel cycle basis).

0 The Stage 2 EIS process is near completion and no big delays are expected for government
approval. SPP’s relationships with the appropriate government agencies remain positive.

Economics

Q Provided that the commercial potential of the ATP technology is proven in Stage 2, the un-risked
economics for the full Stuart Commercial Project (Stages 2 and 3) are reasonable and exceed those
of a comparable Canadian oil sands mining project. Stuart also has a much higher ratio of cash
flow to revenue.

0 The expected high growth in demand for transportation fuels in south-east Asia, and particularly in

China, and the low-sulphur ‘bottomless’ nature of the synthetic crude oil that will be produced
from Stuart Stage 3 make it an attractive feedstock to Asia’s refiners.
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Rule 5.3
Appendix 5B
Mining exploration entity quarterly report
Introduced 1/7/96. Qrigin: Appendix 8. Amended 1/7/97, 1/7/98, 30/9/2001.
Name of entity
Southern Pacific Petroleum N.L.
ABN Quarter ended (“current quarter”)
36 008 460 366 31 March 2003
Consolidated statement of cash flows
Current quarter Year to date
Cash flows related to operating activities $A'000 (3 months)
$A'000
1.1 Receipts from product sales and related debtors 7,394 7,394
1.2 Payments for (a) exploration and evaluation (14,769) - (14,769) |
(b) development
(c) production
(d) administration (2,740) (2,740)
1.3 Dividends received
1.4 Interest and other items of a similar nature received 5 5
1.5 Interest and other costs of finance paid
1.6 Income taxes paid
1.7 Other - Sundry Receipts 3 3
- GST Credits received from Aust Tax Office 1,528 1,528
Net Operating Cash Flows (8,579) (8,579)
Cash flows related to investing activities
1.8 Payment for purchases of: (a)prospects
(b)equity investments
(c) other fixed assets
1.9 Proceeds from sale of: (a)prospects
(b)equity investments 2 2
(c)other fixed assets 2,260 2,260
1.10 Loans to other entities
1.11  Loans repaid by other entities
1.12  Other - Interest Received 92 92
Net investing cash flows 2,354 2,354
1.13 Total operating and investing cash flows (carried
forward) (6,225) (6,225)

+ See chapter 19 for defined terms.
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1.13 Total operating and investing cash flows (broughf :
forward) : _ (6,225) (6,225)

Cash flows related to financing activities
1.14 Proceeds from issues of shares, options, etc. 370 370
1.15  Proceeds from sale of forfeited shares
1.16  Proceeds from barrowings
1.17 Repayment of borrowings
1.18 Dividends paid

1.19  Other - Interest Paid on borrowings (incl Notes) (278) (278)
Net financing cash flows 92 92
(6,133) (6,133)

Net increase (decrease) in cash held
1.20 Cash at beginning of quarter/year to date 10,084 10,084
1.21 Exchange rate adjustments to item 1.20

1.22 Cash at end of quarter 3,951 3,951

Payments to directors of the entity and associates of the directors.
Payments to related entities of the entity and associates of the related

entities.

[ Current quarter
$A'000
1.23 Aggregate amount of payments to the parties included in item 1.2 239
1.24 Aggregate amount of loans to the parties included in item 1.10 Nil
1.25 Explanation necessary for an understanding of the transactions
Nil

Non-cash financing and investing activities

21 Details of financing and investing transactions which have had a material effect on consolidated
assets and liabilities but did not involve cash flows

[ Nil |

2.2 Details of outlays made by other entities to establish or increase their share in projects in which the
reporting entity has an interest

[N |

+ See chapter 19 for defined terms. .
30/09/01 Appendix 5B Page 2
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Financing facilities available

Add notes as necessary for an understanding of the position.

Amount Amount
available used
$A’000 $A'000
3.1 Loan facilities
US$7.5 million Facility (Converted at A$/US$ rate on 31/03/03 of 12,407 12,407
1US$0.6045) arranged with Guarantee Facility approved at EGM on
21/12/01.
US$7.5 million Facility (Converted at A$/US$ rate on 31/03/03 of 12 407 12 407
US$0.6045) arranged with Guarantee Facility announced on 31 ' ’
May 2002.
US$2.5 million Facility (Converted at A$/US$ rate on 31/03/03 of :
US$0.6045) arranged with Guarantee Facility announced on 31 4,136 4,136
May 2002.
TOTAL 28,950 28,950
3.2 Credit standby arrangements Nil Nil
Estimated cash outflows for next quarter
$A’000
4.1 Exploration and evaluation (before Sales Revenue) 11,879
4.2 Development
Total 11,879
Reconciliation of cash
Reconciliation of cash at the end of the quarter (as | Current quarter Previous quarter
shown in the consolidated statement of cash flows) to | $A°000 $A'000
the related items in the accounts is as follows.
5.1 Cash on hand and at bank 815 3,322
5.2 (a) Deposits at call 3,136 6,762
5.2 (b) Short Term Securities 0 0
5.3 Bank overdraft 0] 0
54 Cther 0 0
Total: cash at end of quarter (item 1.22) 3,951 10,084
Changes in interests in mining tenements
Tenement Nature of interest Interest at | Interest at
reference (note (2)) beginning | end of
of quarter | quarter
6.1 Interests in mining Nil
tenements relinquished,
reduced or lapsed
6.2 Interests in mining Nil
tenements acquired or
increased

+ See chapter 19 for defined terms.
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Issued and quoted securities at end of current quarter
Description includes rate of interest and any redemption or conversion rights together with prices and dates.

Total number Number Issue price per security | Amount paid up
quoted (see note 3) (cents) per security
(see note 3)
(cents)
7.1 Preference Tsecurities Nil Nil
7.2 Changes during quarter
(a) Increases through issues Nil Nil N/a N/a
(b) Decreases through returns of
capital, buy-backs, redemptions Nil Nil N/a N/a
7.3 *Ordinary securities
Fully Paid Ordinary 406,285,573 | 406,285,573 Fully Paid Fully Paid
Partly Paid Ordinary 2,562,747 2,562,747 50 10
Partly Paid Ordinary 246,304 Nil 50 40.616
Equity Participation 28,824,385 Nii Various 1
Equity Participation 22,906,002 Nil Various 0.375
7.4 Changes during quarter
(a) Increases through issues
Fully Paid Ordinary 1,005,766 1,005,766 Fuily Paid Fully Paid
(b) Decreases through returns of
capital, buy-backs, Nil Nil
canceliations
7.5 '~ Unsecured Convertible Notes 4,550,000 Nil $3.30 $3.30
7.6 Changes during quarter
(a) Increases through issues Nil Nil N/a N/a
(b) Decreases through securities
matured, converted Nil Nil N/a N/a
7.7 Options (each option is Exercise price Expiry date
exercisable for 1 Fully Paid 12,500,000 Nif $1.25 20/04/2006
Ordinary Share) 12,331,656 Nil $1.2669 20/04/2008
27,575,998 27,575,998 $0.55 19/11/2004
7.8 Issued during quarter 974,983 974,983 $0.55 19/11/2004
7.9  Exercised during quarter Nil Nil N/a N/a
7.10 Expired during quarter Nil Nil N/a N/a
7.7A  Options (options convert to Fully 14 Options Nil $A0.01 per share that N/a
Paid Ordinary Shares — max. (26,907,932) may be purchased by
possible shares shown in exercise of that option
brackets ) (payable over 12 mths)
7.8A  |ssued during quarter Nil Nil N/a N/a
7.9A  Exercised during quarter Nil Nil N/a N/a
7.10A  Expired during quarter Nil Nil N/a N/a
7.11 Debentures(iotals only)
7.12 Unsecured notes (fotals only)

In accordance with the Schemes of Arrangement resulting in SPP taking control of CPM, current CPM
security holders (other than SPP) have the right to convert their CPM securities into SPP securities, as
follows:
At 31 March 2003, 10,734,014 CPM fully paid ordinary shares, 742,000 CPM partly paid shares and
1,882,250 CPM equity participation shares were subject to a deferral arrangement, whereby the
holders of these shares could convert their holding into SPP shares at any time up to § March 2012.
These shares each have the right to convert into 2.664 equivalent SPP shares.
At 31 March 2003, CPM had 1,920,000 convertible notes on issue. As a result of the Scheme of
Arrangement, each of these convertible notes are convertible into 2.664 SPP fully paid ordinary

shares.

+ See chapter 19 for defined terms.
30/09/01
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Compliance statement

1 This statement has been prepared under accounting policies which comply with accounting
standards as defined in the Corporations Act or other standards acceptable to ASX (see note 4).

2 This statement does /doesnett (delete one) give a true and fair view of the matters disclosed.

Sign here: Date: ..30 April 2003.........

Print name: ... V. H. KUSS..oooiiviiiieeriiinneeene

Notes

1 The quarterly report provides a basis for informing the market how the entity’s activities have
been financed for the past quarter and the effect on its cash position. An entity wanting to
disclose additional information is encouraged to do so, in a note or notes attached to this report.

2 The “Nature of interest” (items 6.1 and 6.2) includes options in respect of interests in mining
tenements acquired, exercised or lapsed during the reporting period. If the entity is involved in a
joint venture agreement and there are conditions precedent which will change its percentage
interest in a mining tenement, it should disclose the change of percentage interest and conditions
precedent in the list required for items 6.1 and 6.2.

3 Issued and quoted securities The issue price and amount paid up is not required in items 7.1
and 7.3 for fully paid securities.

4 The definitions in, and provisions of, A4SB 1022: Accounting for Extractive Industries and AASB
1026: Statement of Cash Flows apply to this report.

5 Accounting Standards ASX will accept, for example, the use of International Accounting
Standards for foreign entities. If the standards used do not address a topic, the Australian
standard on that topic (if any) must be complied with.

+ See chapter 19 for defined terms. .
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