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  Highlights 
 

Production 
Cash Flow 
Growth assets 

  

  

 

 

 

 Production from 
ALRO wells            
re-commenced         
December 2012 
 

ALRO approved the 
recommencement of 40% of 
shut in wells resulting in the 
achievement of the targeted 
exit rate of 500 bopd gross 

$16.4 million cash     
(no debt or hedging) 
 
 

A strongly supported              
$20 million capital raising 
funded development and 
exploration.    
 

Positive cashflows expected 
to increase cash to over              
$20 million by March 2013  

Phoenix farmout 
completed       
October 2012 
 

Two Phoenix blocks were 
successfully farmed out to 
cover the cost of drilling one 
firm and one contingent well 

Phoenix South 
well spudding       
late 2013 
 

Apache has tentatively 
scheduled drilling of the 
Phoenix South well for 
November/December 2013 
using the Atwood Eagle 
drilling rig 

WBEXT sandstone 
wells proved 
concept 
 

Aggregate potential flow 
rates of 1,200 bopd proved 
concept although reservoir 
complexity is delaying 
finalisation of the 
development 

New NSE volcanic 
wells awaiting 
testing 
 

The NSE-B2ST1, H4 and H5 
wells drilled in December 
2012 are waiting on well 
equipment to complete 
testing program 

New 3D seismic 
being acquired in 
Thailand 
 

The new data, covering a 
proven oil production area in 
L33/43, will support 
important exploration and 
development activities 

Additional 50% of 
L52/50 & L53/50 in 
Thailand acquired 
 

The acquisition provides 
greater capacity to retain a 
material stake post farmout 
in these prospective blocks 
in Thailand 
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THE MANAGING DIRECTOR’S COMMENTS 

We commenced the December 2012 quarter having set two key goals.  First, to complete the farmout of the 

Phoenix blocks in the North West Shelf and secondly, to increase production to 3,000 bopd (gross) in 

Thailand. 

 

We were very pleased to achieve the first goal early in the quarter with the execution of farmin agreements 

with Apache and JX Nippon covering two of the Company’s five exploration blocks in the area.                    

Both farminees bring extensive North West Shelf experience and drilling and development capability to the 

joint venture. 

 

We now look forward to drilling the first of the two wells, tentatively set for late 2013 with the Atwood Eagle 

drilling rig, and testing the potential multi-Tcf Phoenix South prospect.  The decision to drill the second well is 

likely to be made by Apache and JX Nippon later this year. 

 

In October 2012 we initiated a well supported capital raising intended to underpin the Company’s exploration 

and development plans in 2012 and 2013.  Following the closing of the raising a small number of institutional 

shareholders sold significant volumes that materially impacted the share price. 

 

Currently the market capitalization of the Company is around $60 million (6.3 cents) representing $16 million in 

cash (that is expected to increase to $20m in the March 2013 quarter), oil production assets in Thailand with 

an implied value of around $113 million and a free carried interest in up to two significant exploration wells in 

the North West Shelf. 

 

Late in the quarter we were able to re-commence production from four of the ten shut in wells in Thailand.  

The wells, which are in the Bo Rang North area, are producing as anticipated, that is at higher rates compared 

to when the wells were shut in.  We remain confident that the issue surrounding the remaining shut in wells will 

be resolved satisfactorily and that once online the other six wells will similarly flow at higher rates than when 

they were shut in.  We were encouraged by the potential flow rates from the sandstone development program, 

with rates aggregating around 1,200 bopd (from which we are looking to flow 800 bopd upon completion of the 

development).  We were also encouraged by the efficiency of the drilling program that completed the wells for 

around $1 million (gross) each.  In December 2012 the operator requested a delay in finalising the 

development to enable further technical work to be completed that could impact on well zone perforation 

decisions and equipment (particularly water injection pumps) being mobilised.   

 

To achieve the targeted quarter end (exit) flow rate of 3,000 bopd (gross) three volcanic wells were introduced 

into the drill program in November 2012.  These wells are currently waiting to be tested after requiring further 

equipment to be brought in.  Whilst the actual exit flow rate was 1,700 bopd (gross), the activities to achieve 

the target have been undertaken and we believe the production target is deliverable, although the timeframe 

remains uncertain. 

 

To enable further technical work to be undertaken across the whole field the joint venture agreed to stand the 

drilling rig down for around two months in the March 2013 quarter.  During this time the work-over rig will 

remain active on both sandstone and volcanic wells as we continue to work to increase production. 

 

At current production levels and with reduced drilling operations, cash flows from operations are expected to 

increase the Company’s cash resources to over $20 million by 31 March 2013, providing a strong position    

for exploration and development in 2013. 
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SHUT IN PRODUCTION WELLS IN THAILAND (40% CVN)   

Ten wells in the Bo Rang North area were shut in on 2 May 2012 while clarification was sought from the 

Agricultural Land Reform Office (ALRO) regarding development approvals for these wells. At that time,             

the combined production from the ten wells was around 465 bopd gross.  

 

Four wells were brought back online on 26 December 2012. At the time of shut in, these wells were flowing 

around 300 bopd gross. Initial flush production from these wells immediately after they were brought back 

online was 675 bopd. 

 

After around 20 days of production these wells are flowing around 475 bopd gross. It is anticipated that over            

a number of weeks these wells will return to the flow rates prevailing when they were initially shut in. 

 

Discussions are continuing with representatives of the Government of Thailand to allow resumption of the 

remaining shut in wells. 

 

SANDSTONE OIL DEVELOPMENT IN THAILAND (40% CVN)  

During the quarter the operator drilled five new wells in the WBEXT 1B sandstone fault block development 

with five other wells having been drilled in previous quarters.  During the quarter the operator was also 

separately testing each well and different zones in wells, including those in the wells producing prior to the 

commencement of the quarter  

All of the wells successfully intersected hydrocarbons and in aggregate flowed at 1,200 bopd gross, proving 

the capability of the fault block to deliver the targeted 800 bopd gross flow rate.  The wells also exhibited 

similar decline characteristics and pressure trends, resulting in current production from these wells being 

around 250 bopd gross. To increase the flow rate the fault block requires water flooding to be implemented to 

add pressure support to the reservoir once all of the production wells are ready.   

Due to the reservoir being more interbedded and therefore more complex than expected, the operator has 

requested a delay to the implementation of the proposed water flood program as it assesses the information 

acquired.    

VOLCANIC OIL DEVELOPMENT IN THAILAND (40% CVN) 

Six wells were drilled during the quarter as summarised in the table on page 4. 

Three wells drilled late in the quarter (namely NSE-B2ST1, NSE-H4 and NSE-H5) were drilled using the initial 

findings from the operator’s new fracture detection techniques. Operational issues while testing the wells 

resulted in delays to the testing program. However, each of the wells shows potential for a commercial 

outcome. 

After drilling the NSE-H5 well, the rig was demobilised and is expected to be offsite for approximately two 

months. During this time a review of the fields will be undertaken prior to commencing the 2013 drilling 

campaign. 
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Well Type Status 

L44K-D Exploration The well intersected oil but did not produce at commercial rates 

NSE-F9ST1 
Volcanic 

Appraisal 

The well contained poorly developed reservoir and sub-commercial            

oil flow rates. 

WBEXT-7B & 

7BST1 

Volcanic 

Appraisal 

The well contained a permeable reservoir but with sub-commercial            

oil flow rates 

NSE-B2ST1 
Volcanic 

Appraisal 

The well contained significant fracturing and flowed back a portion of its 

drilling fluids before it was required to be shut in pending mobilisation of 

additional equipment to contain H2S. Testing is anticipated to recommence 

before the end January 2013. 

NSE-H4 
Volcanic 

Appraisal 

The well flowed significant gas from an interpreted oil-bearing zone.  The 

well is currently suspended pending a technical review and workover. 

NSE-H5 
Volcanic 

Appraisal 

The well contained significant fracturing and logging tools indicated oil 

present.  Its failure to flow is believed to be caused by plugging of the 

fractures by well cuttings. A workover is currently underway to remove the 

cuttings from the well bore. 

 

PRODUCTION IN THAILAND (40% CVN) 

Oil production was constrained by the shut in of several wells in the Bo Rang area and activities relating to the 

WBEXT E sand oil field development as outlined above. 

 

Due to the continuous appraisal program initiated during the quarter wells drilled did not significantly add to the 

overall production rate but they did add extensively to the knowledge and understanding of the reservoirs, 

particularly the WBEXT E sand and the volcanic structures. 

 

Recommencement of production from four wells shut in due to ALRO issues increased production to around 

2,000 bopd gross during flush production, which has stabilised to around 1,700 bopd gross currently.                    

Six wells still remain shut in and work is continuing to recommence production from these wells.   

 

The previously stated production rate goal of around 3,000 bopd gross by the end of 2012 was not achieved. 

However, it is still Carnarvon’s technical assessment that with the planned WBEXT E sand development, 

recommencement of remaining ALRO production, and recommencement of activities from the three most 

recently drilled volcanic wells, this level of production is achievable although the timeframe remains uncertain. 

 

The joint venture has suspended drilling operations for approximately 2 months to allow time for technical 

analysis work to be completed and production increased through the implementation of water flooding. 
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Oil fields and prospects and leads in the L44/43 and L33/43 concessions in Thailand. 
 

 
          

            

 

        

       

      

Reserves

Proved (1P) mmbbls 3.8

Proved & probable (2P) mmbbls 12.1

Proved, probable & possible (3P) mmbbls 22.7

Reserves as certified by Gaffney, Cline & Associates as at 31 December 2011 were:-
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EXPLORATION IN THAILAND 

a) L20/50 Concession Farmout – Thailand   
       

Carnarvon and joint venture partner, Sun Resources, assigned 100% of the L20/50 concession to                   

Siam Moeco Limited. Siam Moeco plans to acquire 3D seismic data in 2013 and commence exploration 

drilling in the Concession in 2014. Consequently, Carnarvon has no further exploration or development 

commitments in relation to this Concession. 
 

Upon the commencement of commercial production, Siam Moeco Limited will pay Carnarvon US$4.7m and             

a 2.0% overriding royalty capped at US$5.5m. 
 

b) (L52/50 & L53/50 Concessions - Thailand  

(Carnarvon 100% and Operator)  
 

Carnarvon recently acquired Mubadala’s (formerly Pearl) 50% interest and operatorship of the two onshore 

Thailand permits L52/50 and L53/50. 

 

Interpretation of recent seismic data is ongoing 

with PSDM completed; indicating attractive 

AVO response and likely Permian carbonates 

prospects at between 3000 and 5000 feet 

below surface.  Since taking over operatorship 

a review of all well data indicates no gas logs 

were run while drilling the only two previous 

wells in the late 1980’s. This has led Carnarvon 

to question whether the two L52/50 and L53/50 

Khian Sa basin wells should have been 

designated P&A dry.  RFT data collected at the 

time recovered gas which suggests a working 

petroleum system in the basin. This matches 

with the source rock maturity data in the two 

wells that indicate 180 square kilometres of the 

basin is mature for oil and gas generation and 

with the RFT gas samples indicates this 

Tertiary basin could have a working petroleum 

system and significantly upgrades the permits’ 

potential. This basin is surrounded by offshore 

oil producing basins such as the Chumphon,           

Na Khon and Songkhla. For this reason 

Carnarvon believes L52/50 and L53/50 could 

contain significant exploration potential. 

In light of this recent technical work, Carnarvon 

has commenced well planning for two drilling 

locations. 

Carnarvon has also commenced a renewed farmout plan to assist in the funding of further exploration 

activities in the permits. 
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EXPLORATION IN AUSTRALIA 

(a)   WA-435-P and WA-437-P – Australia Offshore NW Shelf 

(Carnarvon 20%, Finder Exploration 20%, JX Nippon 20%, Apache 40%  and Operator) 
 

During the quarter the joint venture completed a farmout of the Phoenix blocks, WA-435-P & WA-437-P,              

to Apache and JX Nippon. Under the farmout agreement, Apache will acquire a 40% interest and become 

operator and JX Nippon will acquire a 20% interest. Carnarvon and Finder will each retain a 20% interest. The 

farminees will cover the cost of drilling the Phoenix South prospect (firm) and the Roc Prospect (contingent on 

the results of Phoenix South well) to an agreed financial cap. 

 

The Phoenix South prospect will target gas in lower Triassic reservoirs and will be drilled to a minimum depth 

of 4,500 metres. The Roc Prospect will also target gas in the lower Triassic and will be drilled to a minimum 

depth of 4,000 metres. All parties to the joint venture will agree the final depth of each well once well planning 

work commences. 

 

Each prospect has been estimated, by Carnarvon and Finder, to have the potential to contain multi-Tcfs of 

recoverable gas and significant associated volumes of liquids. The prospects are in the immediate vicinity of 

the Phoenix-1 gas discovery. 

 
 

 
 

 

 

 

b) WA-436-P and WA-438-P – Australia Offshore NW Shelf  

(Carnarvon 50%, Finder Exploration 50% and Operator) 

 

The WA-436-P and WA-438-P permits are adjacent to the Phoenix blocks farmed out to Apache and JX 

Nippon. The joint venture will continue to interpret the existing data, including the Zeester 3D survey, and 

progress to farmout the permits on similar terms to the farmout of the Phoenix blocks. 
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c) WA-443-P– Australia Offshore NW Shelf 

(Carnarvon 100% and Operator) 
 

The multi-client 3D seismic survey being undertaken across WA-435-P and WA-437-P also extends into a 

portion of WA-443-P. The seismic acquisition covered the Salamander lead, identified in a regional technical 

review, in the north-western section of the block. 

 

Geological and geophysical studies are currently being carried out on this block in conjunction with similar 

work in the adjacent permits. 

 

d) WA-399-P – Australia Offshore NW Shelf 

(Carnarvon 13%, Apache Energy Limited 60% and Operator, Jacka Resources 15%      

 and Rialto Energy 12%) 

 

The Operator previously presented its technical work undertaken to date, including the interpretation and 

analysis of the “Gazelle” 3D seismic data.  The work supports several prospects and leads in the permit that 

require further review. The joint venture also approved making an application to the Government to defer the 

drilling commitment by 12 months to allow further technical and commercial work to be undertaken.  This will 

include an assessment of the potential to co-ordinate activities and resources with other permits in the region 

operated by Apache. 

 
 

CORPORATE / FINANCIAL 
 
Carnarvon’s corporate and financial position is summarised in the table below.  

The Company’s cash reserves at the end of the quarter were $16.4 million, compared to $3.0 million at the 

end of the previous quarter. These balances include cash held as security in relation to bank guarantees and 

minimum cash holding requirements by Thailand authorities. 

Net revenue for the quarter was $4.4 million on 47,936 bbls of oil sold, generating a positive operating cash 

flow before tax of $2.6 million from the L44/33 and L33/43 Concessions in Thailand.  

Included in net revenue, but not the cash at the end of December 2012, is $1.3m representing November 2012 

oil sales that were received on 2 January 2013.  

Separate from the above, $5.5 million was spent on drilling activities in the L44/33 and L33/43 Concessions in 

Thailand and $1.2 million on technical work, new ventures and corporate costs. Due to the suspension of 

drilling activities it is anticipated that costs in the first quarter of 2013 will be significantly less than this. . 

During the quarter Carnarvon raised $20.0 million by way of a placement and share purchase plan to enable 

the Company to participate in the sandstone development program in Thailand and other exploration activities. 

Based on current production levels and projected operating cash flows, cash reserves are expected to 

increase to around $20 million by the end of the March 2013 quarter. 

  

 Four  producing oil fields 

 Na Sanun East 

 Wichian Buri 

 Na Sanun 

 Si Thep 

 3 oil and gas discoveries 

 L44-W  

 Bo Rang Gas 

 L44-R Oil 

 Numerous undrilled 
prospects 
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Key Statistics Units
Current 

quarter Previous quarter

Capital

Share price ¢/share 7.0 9.8

Market capitilsation $'m 66 68

Cash $'m 16.4 3.0

Debt $'m None None

Hedging $'m None None

Production

Oil produced (net to Carnarvon) bbls 47,936 49,840

Average oil produced (gross field) bopd 1,303 1,354

Average sale price $/bbl 92.60 95.67

Cash flows

Net sales revenue $'m   4.4 (*) 4.8

Production operating costs $'m (1.8) (1.8)

Taxes $'m - (1.3)

Subtotal $'m 2.6 1.7

Technical, new ventures and corporate costs $'m (1.2) (1.2)

Exploration and development costs (including drilling) $'m (5.5) (4.8)

Net cash flow $'m (4.1) (4.3)

* Note $1.3 of the $4.4m was received on 2 January 2013



  
 

10 
 

CARNARVON PETROLEUM LIMITED                                                   

31 December 2012  Q2 
 

 

ALRO production      
re-commenced         
December 2012 
 

ALRO approved to 
recommencement of 40% of 
shut in wells with flow rates 
coming on at double shut in 
rates 

New 3D seismic being 
acquired in Thailand 
 

The new data, covering a 
proven oil production area 
L33/43, will support important 
exploration and development 
activities 

 

API  American Petroleum Institute gravity measure 

A$  Australian dollars 

AVO                  Amplitude Versus Offset (geophysics) 

Bopd  Barrels of oil per day 

Bwpd  Barrels of water per day 

Bbls  Barrels of oil 

CVN  Carnarvon Petroleum Limited 

DMF  Department of Mineral Fuels Thailand 

JV     Joint Venture 

Km  Kilometres 

Km2  Square kilometres 

m  Millions 

Qtr  Quarter 

TVD  True vertical depth 

Tcf  Trillion cubic feet (gas) 

2D  Two dimension seismic data 

3D  Three dimensional seismic data 

WBEXT Wichian Buri field extension area 

NS  Na Sanun field area 

NSE  Na Sanun East field area 

NSE-F1  Extension of NSE 

NSW  Na Sanun West field area 

WBV  Wichian Buri volcanic reservoir in which there are three key volcanic zones 

L33  L33/43 exploration Concession which is to the north of the L44/43 exploration Concession 

ST  Sidetrack well 

SW1A  This is a small exploration Concession within the larger L44/43 exploration Concession 

Tcf  Trillion Cubic Feet 

 

Abbreviations 


