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1 INTRODUCTION

Under the OSPAR Recommendation 2003/5, the Department of Energy and Climate Change (DECC) require
that all existing UKCS oil and gas operators undertaking offshore operations during 2008 must prepare an
annual statement of their environmental performance, covering that calendar year, and make that statement
available to the public. This document represents Nautical Petroleum Plc’s (Nautical) annual public
environmental statement for 2008 in relation to UKCS OSPAR reporting.

2 NAUTICAL’ S BACKGROUND

Nautical is an exploration and development company whose activities are primarily focused within the UK North
Sea. Nautical operates in 19 UKCS blocks spanning 7 quadrants with working interests ranging between 20 to
80%. Figures 2.1 displays Nautical’s UK licences.
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3 THE ENVIRONMENTAL MANAGEMENT SYSTEM

Nautical has developed and implemented a Health, Safety and Environment Management System (HS&E MS) to
ensure that all of its activities are managed in a safe, responsible, efficient and effective manner. The HS&E MS
ensures that all Nautical’s activities are managed in accordance with the Company’s HSE Policy which is given
in Figure 3.1.

The scope of the HS&E MS extends to all of Nautical’s UK operations both onshore and offshore. Specifically
this includes offices and temporary onshore and offshore operations (e.g. drilling rigs and survey/support vessels
etc.).

The structure and content of the HS&E MS has been designed to enable critical activities to be identified and
managed so that risks to the health and safety of personnel and to the environment are reduced to a level deemed
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to be as low as reasonably practicable (ALARP). In addition, the system has been developed to comply with
existing international (e.g. 1SO 9001 and 14001) and UK (e.g. HS (G) 65) standards for health, safety,
environmental and quality management.

The HS&E MS was independently re-verified with comments in September 2008 by Lloyds Register.
Subsequently, a management programme to address these comments was sent to DECC, which included details
of audit plans for the HS&E MS and of any vessels / contractors to be used as a part of planned activities in
20009.

Figure3.1:Na u t i HSE Pdlicy
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Nautical Petroleum undertake oil and gas exploration activities both onshore and offshore
which includes seismic and drilling operations. Nautical Petroleum wishes to build value
through developing sustainable long-term relationships between partners and the community.
It is the Company's policy to comply with all applicable legal and other requirements and to
conduct all its activities in such a way as to:

+ Avoid harm to all personnel involved in or affected by its operations;
+ Minimise adverse effects of its operations through continually preventing pollution,

+ Respect the interests of neighbours and local communities.

Nautical Petroleum believes that prevention of accidents, ill-health and protection of the
environment are essential to the efficient operation of its business. The company is
committed to high standards of health, safety and environmental protection; these aspects
command equal prominence with other business considerations in the decision making
process, and our management system provides the framework for setting and reviewing
objectives and targets.

Health, safety and environmental protection are responsibilities shared by everyone working
for the company and the full support of all staff, partners and contractors is vital to the
successful implementation of this Policy. We will ensure, as far as reasonably practicable,
that all personnel are aware of their delegated health, safety and environmental
responsibilities and are properly trained to undertake these.

Health, safety and environmental performance will be monitored and regularly reported to the
Board of Directors of the company. Nautical Petroleum will ensure that the necessary
resources are provided to support this Policy fully and seek continuous improvement in
perforr;rance. -

& A w ¢
P46 g/ﬂb\(——j,#o\“
Steve Jenkins
Nautical Petroleum
September 2008

The Nautical management team are committed to the successful implementation and operation of all aspects of
the HS&E MS throughout its activities.

The HS&E MS is structured in a typical quality control feedback loop (Figure 3.2) and provides the mechanism
to implement standards throughout the business lifecycle from acquisition of new licences and acreage through
to decommissioning and divestiture. A feedback loop facilitates the implementation of continual improvement
back into the Management System.
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Figure 3.2 HS&E Management System Framework
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The HS&E MS provides a flexible management framework through which the company can systematically
identify and manage its HS&E risks and opportunities, accommodating individual operational complexities,
changing legal and business requirements and the company’s commitment to continuous improvement. The key
requirements of each element of the system are described in Figure 3.3.

Figure 3.3: HS&E Management System Structure
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4 2008 ENVIRONMENTAL REPORTING

4.1 2008 UKCS OFFSHORE ACTIVITIES

Nautical planned to drill two exploration wells in the North Sea during 2008. These were the Selkie exploration
well in Block 8/25a and the Hydra exploration well in Block 3/27a. Nautical also drilled the Kraken appraisal
well in Block 9/2 during 2008.

Drilling of the Selkie exploration well commenced on the 11" May 2008 and was completed on the 23 May
2008 (a total of 13 days). Unfortunately, despite the Dornoch Formation being penetrated close to prognosis, the
well was dry. The well was drilled using the Transocean Prospect semi-submersible drilling rig. AGR was
contracted by Nautical to act as the Drilling Project Management Team Contractor and Well Operator.

The Kraken appraisal well (9/2b-3) on the Kraken discovery was spudded on 21% September 2008 and
completed in the 9 ™ October 2008 using the Transocean Sedco 704 semi-submersible drilling rig with AGR in
charge of well operations. The well was drilled on the northern east flank, 3.3km ENE of the successful 9/2b-
2well, and 5km from the original 9/2-1A discovery well. The well was designed to intersect the oil water contact
and investigate the upside (P10) resources. The Heimdal Sandstone proved to be absent. However, there are still
substantial best estimate contingent resources (106mmbo gross, 37mmbo net) in the core south and west areas of
Kraken. Efforts are now focused on defining the reservoir distribution over this large accumulation mainly
through the further re-processing and interpretation of the existing seismic data.

In October 2008 the Byford Dolphin semi submersible rig arrived on location in Block 3/27a in order to
commence drilling operations on the Hydra exploration well. Unfortunately, very poor weather conditions
prevented the well from spudding. Due to the high standby costs that would have been incurred if the rig had
been held on location until drilling could commence, the joint venture demobilised the rig and the well was
postponed.

4.2 2008 SUMMARY OF REPORTABLE EMISSIONS

Reportable emissions for the Selkie exploration well are provided in Table 4.1. Of note is that the well was not
tested. The top two sections of the well were drilled with water based mud (WBM) while the 8.5 inch (bottom)
section of the well was drilled using oil based muds (OBM). There were no discharges of OBM into the marine
environment. All OBM used during the drilling program was contained on the rig after use and subsequently
shipped to shore for treatment and disposal.

Table 4.1: Nautical s 2008 UKCS Reportable Emissions

Environmental Indicator Unit 2008

Gas/Qil Production

Producing Assets - None

Drilling Activities

Wells Drilled No. of Wells 2
Attempted to Drill No. of Wells 1
Fuel Consumption (diesel) Tonnes 433.3 *

Environmental Incidents

Chemical release No. incidents 0

Hydrocarbon releases No. incidents 0

Atmospheric Emissions**
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Nautical Petroleum 2008 EMS Public Statement Rev 00

Environmental Indicator Unit 2008
COo2 Tonnes 1386.6
CcoO Tonnes 6.8
NOXx Tonnes 25.7
N20 Tonnes 0.1
SO2 Tonnes 1.73
CH4 Tonnes 0.08
VOC Tonnes 0.87

Chemical Consumption

Gold (use / discharge) Tonnes 32.5/23.71
SUB*** (use / discharge) Tonnes 43/0.4

B (use / discharge) Tonnes 1.6/0.0

D (use / discharge) Tonnes 0.6/0.0

E (use / discharge) Tonnes 1,054.9/517.0

Waste Generated****

. 5.7 recycled

Special (Group I) Tonnes 58,51 sent to landfill
14.97 recycled

General (Group II) Tonnes 10.31 sent to landfill

Other (Group IIl) Tonnes 0.0

. . 7.3 - recycled

Back Loaded Drill Cuttings Tonnes 23587 sent to landfill

Notes:

*115.95 tonnes of diesel consumed by the Transocean Prospect rig from 11th to 23rd May 2008 with an
additional 201.38 tonnes of diesel consumed by the Transocean Sedco 704 rig between the 21st September 2008
and the 9 th October 2008. 116 tonnes of diesel consumed by the Byford Dolphin in block 3/27a.

**Atmospheric emissions have been calculated using Oil and Gas UK emission factors. Data as reported in the
Environmental Emissions Monitoring System (EEMS).

***The SUB chemical figures are a sum of all chemicals in the drilling program (e.g. OCNS E, D, B and Gold
etc) assigned with a ’SUB’ warning. No chemical use and discharge occurred during the Hydra well operations.
**** No waste quantities have been reported for the Hydra well operations.

4.3 2008 ENVIRONMENTAL OBJECTIVES

As part of its HS&E Plan, Nautical set a series of environmental objectives for 2008. These objectives and their
status at the end of 2008 are listed in Table 4.2 below.

Table 4.2: 2008 Environmental Objectives and Targets

Issue Objective Targets Status

Legislative and Permits and Consents - PON15B Approval Completed

Nautical Petroleum
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Issue Objective Targets Status
regulatory compliance ensure full compliance PON14a approval Completed
PON14a close out
Close-out LRQA Ongoing
recommended actions
Ensure appropriate Consult with the Complete

consultation held with
regulators and key HSE
stakeholders

appropriate bodies as
required, including SEPA,
SNH, JNCC, as necessary

Environmental Emissions
Monitoring System
(EEMS) - ensure full
compliance with reporting
requirements

Complete for Selkie and
Kraken wells

Undergoing completion

Contractor Selection &
Management

Ensure all contractors

Complete for all wells

Contractor Audit

complete and meet with undertaken
the criteria of the EHS

guestionnaire

Ensure main contractors Complete for all wells Complete

utilise appropriate
subcontractor selection
and management
procedures

Management System

Environmental
Management System

Ensure main contractors
utilise appropriate
subcontractor selection
and management
procedures

Complete (verified with
comments in September
2008

Risk Assessment

Ensure Risk Assessments
are competed for all major
activities

Complete all Risk
Assessments,
Environmental Statements
and Environmental Impact
Assessments as required

Complete

Incident Reporting

Benchmark EHS
performance against
industry standards (e.g.
OGP, UKOOA)

Complete for all wells

Not completed

Ensure all EHS related
incidents and accidents
are followed through to
closure

Obtain records for all HSE
incidents occurring during
operated activities

Complete

Emergency Response

Update the Emergency
Response procedures to
reflect any changes to
company operations

Update response,
communications and
arrangements as required

Complete (as required)

Ensure appropriate
bridging of management
systems with main
contractors

Complete for all wells

Complete (future
bridging documents to
contain more detailed
environmental
information)

Audits

Ensure all facilities and
operations are
appropriately audited

All operations (as
appropriate)

Legal Compliance &
Contractor Assessment
Audits Completed.

Miscellaneous

Ensure compliance with All operations (as Ongoing
new HSE legislation appropriate)
Ensure personnel are All operations (as Ongoing

made aware of changes in
HSE MS

appropriate)
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5 2009 KEY MILESTONES AND ENVIRONMENTAL GOALS

e No confirmed drilling operations.
e  Seismic surveying operations may be undertaken in Block 9/2b .
e Establish and communicate waste management performance targets;

e Develop an internal management system audit plan for 2009 specifically for legal compliance /
contractor control / operational control

e Internal review of Nautical HSEMS.
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