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The directors submit their report and the audited accounts for the year ended 31 December 2001.

Results and dividends
The result for the year is a net profit of $59 million (2000: $75 million profit). No dividend is proposed. A review of major financial
developments during the year is contained in the financial review. ‘

Activities
The principal activities of the Group are oil and gas exploration and production. The Group operates through subsidiary undertakings,
details of which are included in the Chairman’s statement and the Chief Executive’s statement.

Annual General Meeting
The Annual General Meeting of the Company will be held at 11.00 am on Wednesday 15 May 2002 at the premises of Cardew & Co,
12 Suffolk Street, London SWIY 4HQ.

Three resolutions will be proposed as Special Business at the Annual General Meeting.

a) To renew the authority of the Company to make market purchases of the ordinary shere capital of the Company. The authority will expire
on the earlier of 15 months from the date of passing the resolution or the conclusion of the next Annual General Meeting.

b) To renew the authori(g of the Board to allot relevant securities pursuant to section 80 of the Companies Act 1985. The authority wil
expire on 14 May 2007 (uniess previously renewed, varied or resolved by the Company in general meeting).

¢) To renew the authority of the Board to issue shares for cash otherwise than to shareholders in proportion to their existing holdings.
The directors consider that occasions may arise when it would be desirable for the Board to have this power, which will be limited to a
maximum nominat amount of £1,331,072 being 10% of the Company's issued share capital as at 26 March 2002. The authority will
expire on the earlier of 15 months from the date of passing of the resolution or the conclusion of the next Annual General Meeting.

Your directors believe that the resolutions to be proposed at the Annual General Meeting are in the best interests of the Company and
unanimousty recommend shareholders to vote in favour of the resolutions.

Exploration and production inferests
In the opinion of the directors, the Group’s exploration and production interests have a value in excess of the balance sheet figure.
Expenditure for the year is detailed in note 14 to these accounts.

Political and charitable contribLitions
The Group made charitable contributions of $13,163 of which $12,566 was to local educational and health authority establishments in
Ukraine. The Group did not make any political contributions.

Disabled employees
The Group gives full consideration to applications for employment from disabled persons where the requirements of the job can be
adequately fuffiled by a handicapped or disabled person.

Where existing employees become disabled, it is the Group's policy wherever practicable to provide continuing employment under normal
terms and conditions and to provide training and career development and promotion to disabled employees wherever appropriate.

Shares in JKX Ol & Gas pic
Details of movements in share capital during the year are set out in note 21 to these accounts.

Directors and their interests
The directors and their interests at the year end in the shares of the Company, all beneficially heid

s e

were:

gy

Lord Fraser 130,000 130,000

130,000
Viscount Asquith 94,000 94,000 94,000
J R Mapplebeck 100,000 200,000 200,000
Dr P Davies’ ) 3264650 3360010 3360010
B J Burrows 70,000 100,000 100,000
RN Dal - 66,666 66,666
M R David (geceased? ’ 59,343 - -

1 Dr P Davies' interest is largely indirect with 478,423 ordinary shares registered in the name of Guinness Flight and Calder 2,342, 1,531,227 registered in the name of Contentin Ltd
and 1,255,000 registered in the name of J P Kenny Corporation AG. The shares owned by Guinness Flight and Calder 2,342 are held in trust, the beneficiary of which is the family of
Dr P Davies. Dr P Davies holds a 50% interest in the share capital of JP Kenny Corporation AG. The remaining 95,360 ordinary shares are held directly by Dr P Davies.

2 Mr M RDavid, died 17 February 2002.

Details of directors’ remurieration and share options are shown in the Remuneration report on pages 24 to 26. There were no contracts
existing during or at the end of the year in which a director was or is materially interested.

20 Directors’ report
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Substarial shareholders
At 26 March 2002, the Company has received notification from the following institutions of interests in excess of 3% of the issued ordinary
share capital of the Company.

National Petroleum Limited 28,810,862 2164

Fidelity International Limited 12,921,034 871
JSC Naftogaz of Ukraine 11,780,042 8.85
Interneft Limited 11,268,460 847
Mercury Asset Management 8,559,701 6.43
The Capital Group Companies, Inc (and affiliates) 6,174,706 464
SO Investments AG 5,496,063 413

Environment
The Group is aware of its responsibilities to protect the environment and will ensure that its operations meet statutory requirements and
regulations and are carried out with minimal environmenta impact.

Creditor payment policy and practice
It is the Company's policy that payments to suppliers are made in accordance with those terms and conditions agreed between the
Company and its suppliers, providing that all trading terms and conditions have been complied with. The Company has no trade creditors.

Post balance sheet events
Details of post balance sheet events are disclosed in note 29 on page 46.

Audiiors
Our auditors, Emst & Young LLP, have expressed their wilingness to continue in office as auditors of the Company. A resolution for their
reappointment, at a rate of remuneration to be determined by the directors, will be put to the members at the Annual General Meeting.

During 2001, Emst & Young transferred its business to a limited fiability partnership incorporated under the Limited Liability Partnerships Act
2000 and are now calied Ernst & Young LLP.

Statement of directors’ responsibilities in respect of the accounts
Company law requires the directors ta prepare accounts for each financial year which give a true and fair view of the state of affairs of the
Company and of the Group and of its profit or loss of the Group for that period. In preparing those accounts, the directors are required to:

+ select suitable accounting policies and then apply them consistently;
+ make judgements and estimates that are reasonable and prudent;

+ state whether applicable accounting standards have been followed, subject to any material departures disclosed and explained in the
accounts; and :

- prepare the accounts on the going concern basis unless it is inappropriate to presume that the Company will continue in business.

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the financial
position of the Company and to enable them to ensure that the accounts comply with the Companies Act 1985. They are also responsible
for safeguarding the assets of the Group and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities,

The directors confirm that they have complied with these requirements, and, having a reasonable expectation that the Company has
adequate resources to continue in operational existence for the foreseeable future, have adopted the going concern basis in preparing
the accounts.

The reasonabte expectation of the Company having adequate resources is further elaborated on in note 1 to the accounts on page 33,
By order of the Board

B J Burrows
Secreta
26 March 2002
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Staternent by the directors on compiiance with the Combined Code
The Company is committed to high standards of Corporate Governance.

Compiiance

Throughout the year ended 31 December 2001, and up to the date of the approval of these accounts, the Company continued to maintain
procedures and policies that ensured compliance with the code provisions set out in Section 1 of the Combined Code on Corporate
Governance issued by the Financial Services Authority, as described below.

A statement of the directors’ responsibilities in respect of the accounts is included in the Directors’ report on page 21. Below is a brief
description of the role of the Board and its Committees followed by a statement regarding the Group's system of internal control.

The workings of the Board and its Commiittees

The Boaro
The Board, which is responsible to shareholders for leading and controlling the Company, comprises three non-executive directors and
three exectitive directors, details of whom are contained on pages 14 and 15.

There is a clear division of responsibilities at the head of the Company through the separation of positions of the non-executive Chairman
and the Chief Executive Officer. The non-executive directors are of varied backgrounds and experience and exercise independent and
objective judgement.

The Board meets at least six times & year. Matters reserved for the Board are clearly laid down. The Board sets and monitors strategy,
reviews business plans and trading performance and overhead costs, approves major capital investment projects, examines acquisition
opportunities and divestment possibilities and significant financial and operational issues.

All directors have access to the services of the Company Secretary and may, if needed, obtain independent professional advice, at the
Company's expense, in the execution of their duties. Directors are available for re-election in accordance with clauses 78-83 of the
Company's Articles of Association.

Audlit Committee _

The Audit Committee, which is chaired by Mr J R Mapplebeck, comprises the three non-executive directors. The Audit Committee, which
has Terms of Reference agreed by the Board, meets at least three times a year to review the Company's accounting policies, financial
reporting, internal control, compliance and risk management and maintains an objective and professional relationship with the auditors.

Meetings are attended, by invitation, by the Chief Executive Officer and the Finance Director. At least once a year the Committee meet
in private session with the auditors.

Rermuneration Comynitiee

The Remuneration Committee, which meets at least twice a year, assists the Board to determine the remuneration arrangements
and contracts of the executive directors and senior employees. The Committee is chaired by Mr J R Mapplebeck and comprises the
three non-executive directors. The Chief Executive Officer attends meetings by invitation.

No director is involved in deciding his own remuneration.

The report of the director's remuneration, which lncludes details of the directors’ interest in options together with information on service
contracts, is set out on pages 24 to 26.

Nominations Commities

Provision A.5.1. of the Combined Code requires that, unless the Board is small, a Nominations Committee be established to make
recommendations to the Board on new Board appointments. The Board does not believe a Nominations Committee is required at present
given the size of the Company and Board. This decision is reviewed annually.

Internat control

The Board is responsible for identifying the major business risks faced by the Company and for determining and monitoring the appropriate
course of action to manage these risks. The Audit Committee reviews the Company's internal control procedures and reports its conclusions
to Board.

The Board has conducted a review in accordance with the guidance of the Turnbull report of the effectiveness of the Company's systems of
internal control and risk management and has concluded that the Company's procedures, policies and systems are appropriate and suitable
to enable the Board to safeguard shareholders’ investment and the Company's assets.

The Audit Committee has reviewed the need for a dedicated internal audit function and has recommended to the Board that, due to the
scale and geographic distribution of the Company's licences and operating interests, the Board continues to be best served by utilising
external specialist assistance on dedicated business and financial risk areas to supplement the Company's own risk analysis.

The process and systems of internal control are designed to manage rather than eliminate the risk of failure to achieve business objectives
and can only provide reasonable and not absolute assurance.against material misstatement or loss.

In addition the Company's independent auditors present reports to the Audit Committee which include any significant internal control
matters that they have identified.

The key procedures that the Board has established with a view to providing effective internal control are described opposite.

22 Corporate governance
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Business risk
An ongoing process is in place to enable the Board to identify the major business, operational, financial and compliance risks faced by the
Company and to determine the appropriate course of action to manage and monitor these risks.

The Company identifies and distinguishes "High Profile Events” i.e. those risks that could have material effect on the Company's financial
position or reputation, from other business risks that it assesses and which it considers to be acceptable for the Company to bear taking
into account the industry and the markets in which it operates.

During 2001 the Audit Committee has reviewed all the Company's subsidiaries and investments from a business, operational and financial
risk perspective to ensure that the system of internal control and accountability is embedded in the operations of the Group.

The Audit Committee considers that management are conscious of the need to identify and assess risks in their operations and the effect of
changes in the business environment, to respond quickly and appropriately and to report immediately any significant control faifings and
weaknesses that are identified together with details of corrective action.

Managericnt siructure

The Board has overall responsibility for the Group and there is a formal schedule of matters specifically reserved for decision by the Board.
Each executive has been given responsibility and is accountable for specific aspects of the Group's affairs. The executive directors together
with the key senior executives constitute the Executive Committee, which meets as required to discuss operational matters.

Financiaf reporting

The Company maintains an effective and refiable accounting and management information system. The Board receives a monthly report

that monitars actual performance against plan for oil and gas production, sales, costs and provides information on debtors, the cash position
in addition to the financial implications of key senstivities including changes in world oil price and US$ exchange rates.

Budgetary process
Each year the Board approves the annual budget. Key risk areas are identified. Performance is monitored and relevant action taken

throughout the year through the monthly reporting to the Board of variances from the budget, updated forecasts for the year together
with information on the key risk areas.

Corporate accounting and procedures manuai

Responsibility levels are communicated throughout the Group as part of the corporate accounting and procedures manual which sets out,
inter alia, the general ethos of the Group, delegation of authority and authorisation levels, segregation of duties and control procedures
together with accounting policies and procedures. The manual which includes a summary of investment techniques and procedures and
standards is reviewed regularly and updated as required.

The application of internal financial control and operational procedures are reviewed during visits to the overseas offices by head office staff.

Quality arid integrity of personne

The integrity and competence of personnet is ensured through high recruitment standards and subsequent training courses. High quality
personnel are seen as an essential part of the contro! environment and the ethical standards expected are communicated through the
corporate accounting and procedures manual.

Investment appraisai

Capital expenditure is regulated by the budgetary process and authorisation levels. For expenditure beyond specified levels detailed
written proposals have to be submitted to the Board. Reviews are camied out after the acquisition is complete and, for some projects,
during the acquisition period, to monitor expenditure. Major overruns are investigated.

The internal financial control situation is reported to the Audit Committee which has reviewed the effectiveness of the system of internal
financial controls as it operated during the year and reported its conclusions to the Board.

Commuriication with shareholders

Communication with shareholders is given significant attention. Extensive information about the Group's activities is provided in the
Annual Report and Accounts and the Interim Report which are sent to shareholders. There is regular dialogue with institutional investors
and enquiries from individuals on matters relating to their shareholding and the business of the Group are welcomed and are dealt with
in an informative and timely manner. All shareholders are encouraged to attend the Annual General Meeting to discuss the progress

of the Group.

Going concern

After making inquiries and taking into consideration the fundamental uncertainty inherent in the Group's areas of operations, as detailed in
note 1 of the accounts on page 33, together with reviewing the Company's budget for 2002 and its medium term plans, the directors have
a reasonable expectation that the Company has adequate resources to continue operations for the foreseeable future. The going concern
basis for the accounts has therefore continued to be adopted.

By order of the Board

Lord Fraser of Carmyllie
Chairman
26 March 2002

23




JKX Oif & Gas pic Report and accounts 2001
|

The Remuneration Committee comprises three non-executive directors and is chaired by Mr J R Mapplebeck.

The Remuneration Committee is responsible for considering and making recommendations to the Board, within agreed Terms of Reference,
on the Company’s executive remuneration policies, the remuneration arrangements of executive directors and senior staff, the participation
in the Company's share plans and the service contracts of the executive directors.

The Company's overall approach to pay and benefits is to reward employees competitively taking into account company and individual
performance, market value and competitive pressures in the independent oil and gas sector. The Company does not seek to maintain any
strict market position but aims to ensure that pay is set at an appropriate level and is comparable with peer group companies.

The Remuneration Committee determine the remuneration packages of the executive directors;
a) cognisant of the need to link remuneration to corporate and individual performance;

b) sensitive to the wider scene, including pay and employment conditions in the trading and operating environment in which the Company
and its principle subsidiaries operate; and

c) importantly, recognising that the performance-refated elements of remuneration should form a significant proportion of the total
remuneration package of executive directors, should be designed to align their interests with those of shareholders and structured
to give executive directors keen incentives to perform at the highest levels.

The Remuneration Committee is empowered to obtain specialist assistance to assess the Company’s remuneration levels relative to peer
group companies.

No director is involved in determining his own remuneration.
The individual components of the remuneration package are discussed below:

Basic salary and benefits

Salaries of the executive directors are established on the basis of market comparisons with positions of similar responsibility and scope
within comparator companies operating in the independent oil and gas sector. The individual salaries of directors are reviewed annually
by the Committee and adjusted by reference to individual performance and market factors.

Performance related bonuses
Performance related bonuses are awarded on the achievement of performance conditions determined by the Remuneration Committee
that are relevant, stretching and designed to enhance the business. Annual bonuses are not pensionable.

In 2001 a Performance Related Annual Bonus Scheme was introduced for the executive directors and key senior management.

This scheme has three performance conditions; (i} key strategic objectives; (ii) financial cbjectives i.e. Pre-Tax Profit and Return on Capital
and; (iii} an increase in Share Price. The weighting applied to each performance condition varies slightly for each executive director to reflect
their area of responsibility and their ability to influence results although the need for the executive to operate as a team is also recognised.

Share options
The Board believes that the attraction, motivation and retention of senior executives and employees is central to the Company's success
and that the ability to grant share options to key personnel is an important and effective means of achieving this cbjective.

At the Extraordinary General meeting on 30 October 2001 Shareholders approved the introduction of a New Approved Share Option
Scheme and a New Unapproved Share Option Scheme. These new schemes were introduced to reflect the best practice aspects
recommended by the Association of British Insurers following the publication of their new guidelines in March 2001 (the ABI Guidelines)
and to supersede the JKX 1995 No 1 and No 2 Share Option Schemes.

A variety of alternative measurements to link remuneration to performance and align the interests of participating directors and senicr
executives with those of Shareholders were considered. It was felt that an increase in Share Price combined with a comparison to an
external benchmark (the Financia} Times Stock Exchange Fledging Index ("FTSE FI”) was the most appropriate structure.

The Rules of the New Share Option Schemes address efigibility, timing of grants and exercise of options etc and the Shareholders would
be consuited if any substantive amendments to the Rules were required. The Remuneration Committee has discretion as to the application
of the Rules of the New Share Option Schemes, particularly in the level of awards and the setting of the Performance Conditions.

The Remuneration Committee has prepared internal guidelines to enable it to administer the New Share Option Schemes. In awarding
share options the Remuneration Committee takes into account the ABI Guidelines in terms of individual and collective fimits, the need for
demanding Performance Conditions etc and other factors such as the performance of the Company and the individual in the previous
12 months, the effect of the vesting of grants awarded in previous years e.g. dilution, cost to the Company and the overall remuneration
level (annual salary, bonus award and benefits) of the individual relative to the market.
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After three years the number of options that can be exercised will be determined by two factors: (1) the actual increase in the Company's
share price and (2) a comparison of the actual increase in the Share price to the change in the FTSE .

The Share price and FTSE Fl Factors will be multiplied together and the resultant figure will be apphed to the number of options grated to an
individual to determine the number of options to be vested.

The structure has been designed to introduce a sliding scale as distinct from a specific individual benchmark. It will require the Share price
to double and this increase to be in the top quartile of the growth in the FTSE Fl for all of the awards granted to become vested.

To encourage the retention of key staff, the Remuneration Committee has determined that an option holder wilt only be able to exercise
up to 50% of vested options at any one time and up to 50% after a period of 12 months, unless determined otherwise by the
Remuneration Committee.

The Remuneration Committee will review the New Share Option Schemes to ensure their continued effectiveness and will ensure that
there are prudent and appropriate arrangements for any acquisition and financing of shares to meet contingent fiabilities, to provide
shares or meet obligations.

Pension contributions
The Company makes a fixed contribution to the pensicn scheme of the employee’s choice.

. Non-executive directors’ remuneration

The fees for non-executive directors are determined by the Board within the limits stipulated in the Articles of Association and approved
by the shareholders. The non-executive directors are not involved in any discussions or decision about their own remuneration.

The non-executive directors have the right to elect for all or part of their fees to be paid in common shares in the Company.

The remuneration of the directors of JKX Ol & Gas pic

Executive directors

Dr P Davies 262 7 250 529 230 39 33
B J Burrows 7 16 132 319 218 26 22
R N Dall : 145 16 77 238 170 22 22
M R David (deceasea) 137 13 37 187 57 21
Non-executive directors

Lord Fraser 73 - - 73 84 - -
Viscount Asquith? 37 - - 37 36 - -
J R Mapplebeck? 17 - - 17 12 - -
Total for all directors 842 62 496 1,400 807 108 85

1 Mr M R David, died 17 February 2002.

2 Consuttancy fees were paid to Viscount Asquith and Mr J R Mapplebeck, details of which are outlined in note 28.

3 Annual bonus includes payment made in 2001 relating to performance of 2000 and an accrual for 2001 bonuses to be paid in 2002,
4 The pension costs are contributions payable to the scheme directors during the year.
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interests in options
The interests of directors in options over the ordinary share capital of the Company were as follows:

foew
M

B J Burrows (@) 2710397 20,000 - - 20000 270300 270304
(@ 191297 44,255 ~ 44255 191200 191207
(b) 191297 55,745 - - 55745 181200 191204
(b) 120500 235000 - - 235000 £017 120501 120502
355,000 - - 355000 ‘

RN Dal () 160695 112440 — (112440 - €167 160686 160601
@) 2604.96 19,057 - - 19,057 £157 250490 260408
() 260496 54029 - - 54029 £157 260499 260403
(b) 270397 75,000 - - 75000 £0.46 270300 270304
(t) 120500 235,000 - 235000 £077 120501 120502

495,526 - (112440) 383086
M R David (deceaseq) (b) 250900 170,000 - — 170000 £017 120501 120502
Or P Davies' (b) 120599 960000  (960.000) - ~ £0125 120500 120501
(b) 120600 847,000 - - 847000 .  £037 120501 120502

1,807,000 - - 847000

1 Dr P Davies exercised 95,360 share options at 12.5p. The balance of the options outstanding at this exercise price were surrendered to the Company. The Company made a £21.616
compensating payment for the surrender (related to the 15.25p bid price on 11 May 2001). The net proceeds of this surmender were used in full by Dr Davies to meet exercise costs.
{a) 1995 Share Option Scheme No 1.

{b) 1995 Share Option Scheme No 2.

The market price of the Company's shares on 31 December 2001 was 17.5p and the high and low share prices during the year were
20.75p and 13.75p respectively. . '

Service contracts
Lord Fraser, Viscount Asquith and Mr J R Mapplebeck have service contracts which may be terminated by either party on three months’
written notice.

Dr P Davies, Mr B J Burrows and Mr R N Dall have service contracts with a notice period of 12 months, which may be terminated by
either party.

The Remuneration Committee has reviewed the service contracts of all executive directors and has concluded that they are fair and
reasonable to the Company and the directors concerned.

On behalf of the Board

J R Mapplebeck
Chairman of the Remuneration Committee
26 March 2002

26 Remuneration report continued
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independent Auditars' report to the members of JKX Oil & Gas plc

We have audited the Group’s Financial Statements for the year ended 31 December 2001 which comprise the Group profit and loss
account, Group statement of total recognised gains and losses, Group balance sheet, Company balance sheet, Group reconciliation of
movement in shareholders' funds, Group cash flow statement, and the related notes 1 to 29. These Financial Statements have been
prepared on the basis of the accounting policies set out thereir.

Respective responsibilities of directors and auditors
The directors’ responsibiities for preparing the Annual Report and the Financial Statements in accordance with applicable United Kingdom law
and accounting standards are set out in the Statement of directors’ responsibilities.

Our responsibility is to audit the Financial Statements in accordance with relevant legal and regulatory requirements, United Kingdom Auditing
Standards and the Listing Rules of the Financial Services Authority.

We report to you our opinion as to whether the Financial Statements give a true and fair view and are properly prepared in accordance with the
Companies Act 1885. We also report to you if, in our opinion, the Directors’ repart is not consistent with the accounts, if the Company has not
kept proper accounting records, if we have not received all the information and explanations we require for our audit, or if information specified
by law or the Listing Rules regarding directors’ remuneration and transactions with the Group are not disclosed.

We review whether the Corporate governance statement reflects the Company's compliance with the seven provisions of the Combined Code
specified for our review by the Listing Rules, and we report if it does not. We are not required to consider whether the Board's statements on
internal control cover all risks and controls, or form an opinion on the effectiveness of the Group’s corporate governance procedures or its risk
and control pracedures.

We read other information contained in the Annual Report and consider whether it is consistent with the audited Financial Statements.

This other information comprises the Directors’ report, Chairman's statement, Chief Executive's statement, Operational review, Financial review,
Corporate governance statement and Remuneration report. We consider the implications for our report if we become aware of any apparent
misstatements or material inconsistencies with the Financial Statements. Our responsibilities do not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with United Kingdom Auditing Standards issued by the Auditing Practices Board. An audit includes
examination, on a test basis, of evidence relevant to the amounts and disclosures in the Financial Statements. It also includes an assessment
of the significant estimates and judgements made by the directors in the preparation of the Financial Statements, and of whether the
accounting policies are appropriate to the Group's circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to
provide us with sufficient evidence to give reasonable assurance that the Financial Statements are free from material misstatement, whether
caused by fraud or other irregularity or error. In forming our opinion we also evaluated the overall adequacy of the presentation of
information in the Financial Statements.

Fundamentat uncertainty
In forming our opinion, we have considered the adequacy of the disclosures made in the Financial Statements concerning the uncertainty
regarding the carying value and shareholding of the Group’s Ukrainian ait and gas assets.

Details of the circumstances relating to this fundamental uncertainty are described in note 1. Our opinion is not qualified in this respect.

Opinion
In our opinion the Financial Statements give a true and fair view of the state of affairs of the Company and of the Group at 31 December
2007 and of the profit of the Group for the year then ended and have been properly prepared in accordance with the Companies Act 1985.

Emnst & Young tLp
Registered Auditor
London

26 March 2002

21 Report of the auditors
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Turnover

22,868

Cost of sales - excluding excepticnal items 4 {(12,047)
” - exceptional items 5 (1,331) -
Total cost of sales (13,378) {12,195}
Gross profit 9490 11,326
Operating expenses )
General and administrative expenses (3,747) (3.458)
Operating profic 8 5743 7868
Loss on disposal of fixed asset investments - {580}
Interest receivable 8 407 397
Interest payable g (253) (158}
Profit on ordinary activities before taxation 5897 7517
Taxation on profit on ordinary activities 10 - -
Profit for the year after taxation 5897 517
Minority interest 17 8
Retained profit for the year altributable to members of the parent company 5914 1525
Earnings per share - basic earnings per 10p ordinary share (in cents) 12 445 568
- diluted earnings per 10p ordinary share (in cents) 12 437 562

For the year ended 31 December 2001

28 Group profit and loss account
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Group statement of total recognised gains and losses

There are no recognised gains or losses attributable to the shareholders of the Company other than the profit of $3,914,000 for the year
ended 31 December 2007 (2000: $7525,000).

Group reconciliation of movement in shareholders’ funds

Total recognised gains 5914 7525

Other movements:
New shares issued 60 -
Share premium arising on issue of new shares ‘ 14 -
Share issue expenses - (8)
Total movement during the year 5988 517
Shareholders’ funds at 1 January 51,316 43,749
Shareholders’ funds at 31 December 57304 51316

For the year ended 31 December 2001

29 Group statement of total recognised gains and losses
Group reconciliation of movement in shareholders' funds
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>

Fixed assets

Intangible assets 14 15,539 6,258 61 3
Tangible assets 14 28,075 29,244 - -
Investments 15 762 248 6.278 6,278
44,376 35,750 6,339 8,308
Current assets
Stocks 151 312 - -
Debtors 16 6,802 5196 19,762 16.350
Cash at bank and in hand 10,193 15,164 9,142 10,547

17146 20872 28,904 26,897

Current fiabilities

Crediitors falling due within one year 17 (4,166) (5037 (347) {218)
Net current assets 12,980 15635 28,557 26,679
Totat assets less current liahiiities 57356 51,385 34,896 32988
Minority interasts ~ equity ‘ (52) {69) - -

Net assets 57304 51.316 34,896 32,988
Capital and reserves

Called-up share capital 21 19,882 19.822 19,882 19822
Share premium account 21 13,180 87671 13,180 87671

Merger reserve 21 30,680 30,680 - -

Profit and loss account 21 (6,438) (86.857) 1,834 (74,505)
Total equity shareholders’ funds 57304 51.316 34,896 32588
Lord Fraser

B J Burrows

Directors

26 March 2002

As at 31 December 2001

30 Balance sheets
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Net cash inflow from operating activities 22 10,465
Returns on investments and servicing of finance
Interest received 405 397
Interest paid (253) (158)
152 239
Taxation - -
Capital expenditure and financial investment
Capital expenditure on fixed assets (12911) {6.842)
ﬁepayment on PPC investment (1,700) -
Proceeds on disposal of investments - 3853
(14611) {2.989)
Net cash (outflow)/inflow before use of management of liquid resources and financing (3.994) 11,330
Management of liquid resources
Increase/{decrease) in short term deposits 4,253 (11.615)
Financing
Receipts from the issue of new shares 74 -
Share option/issue costs (28) {7
Repayment of borrowings (1,023) {(awn
(977) (184)
{Decrease)/fincrease in cash (718) N

For the year ended 31 December 2001

31 Group cash flow statement
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Reconciliation of net cash flow 10 movement in net debt

(Decrease)/increase in cash (718) a1
Repayment of long term loans 1,023 177
Cash {outflow)/inflow from short term deposits (4,253) 11815
Change in net debt resutting from cash flows (3.948) 11,883
Exchange differences - 100
Movernent in net funds (3.948) 11.883
Net funds at 1 January 13135 1152
Net funds at 31 December 23 9,187 13135

For the year ended 31 December 2001

32 Group cash flow statement continued
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1. Accounting policies

Fundamental uncertainty

Ukraine is an emerging market economy, and its fegislation and business practices regarding banking operations, foreign currency
transactions and taxation is constantly evolving as the government attempts to manage the eccnomy. Risks inherent in conducting business
in an emerging market economy include, but are not limited to, volatility in the financial markets and the general economy. Uncertainties over
the development of the tax and legal environment, as well as difficulties associated with the consistent application of current laws and
regulations have continued. Assets based in Ukraine represent approximately 48% of the Group’s assets.

The details regarding the uncertainties surrounding the Company's title to the PPC Shareholding are given in note 29. The Group’s
operations and financial position may be affected by these uncertainties. Other than for doubtful debts provided for and disclosed, the
Group’s financial statements as at 31 December 2001 and for the year then ended do not include any adjustments to reflect the
possible future effects on the recoverability and classification of assets or the amounts or classifications of liabilities that may result from
these uncertainties.

Basis of preparation

The Company has changed its reporting currency to US Dollars, the functional currency of the Group. These accounts have been prepared
in US Dollars under the historical cost convention, and comply with applicable accounting standards. Prior year figures including those
presented in the five year financial record on page 47 have been restated to US Dollars.

The accounts for the year ended 31 December 2001 have adopted Financial Reporting Standard 18 "Accounting Policies” (FRS 18).
This results in no change to existing Group policies and has no effect on the Group for the current or prior years.

Basis of consolidation

The consolidated accounts inciude the accounts of the parent and each of its subsidiary undertakings for the year ended 31 December
2001. Al undertakings over which the Group exercises a dominant influence, being the ability to direct the operating and financial policies
of the undertaking, are consolidated as subsidiary undertakings. The attributable share of the results of associated undertakings, based
on audited accounts, is included using the equity method of accounting.

Shares in associated undertakings are stated in the consolidated balance sheet at the Group's share of their net tangible assets.
In the Company’s balance sheet, the investments in shares in both subsidiary and associated undertakings are stated at cost.

Oif and gas assets
JKX adopted the "successful efforts” method of accounting for exploration and development expenditure with effect from 1 July 1999,
The 1897 and 1998 accounts in the five year financial record are restated to reflect this change in accounting poficy.

For the year ended 371 December 2001

33 Notes to the accounts
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1. Accounting polficies continued

Capitalised costs

Al lease and licence acquisition costs, geological and geophysical costs and other direct costs of exploration, appraisal and development
are capitalised as intangible or tangible fixed assets.

Intangible fixed assets comprise costs refating to the exploration and appraisal of properties which the directors consider to be tnevaluated
until reserves are appraised as commercial, at which time they are transferred to tangible fixed assets. Where properties are appraised to
have no commercial value, the associated costs are written off in the period in which the determination is made.

Armortisation
Costs relating to evaluated properties are amortised on a field by field unit of production method based on commerciat proven and
probable reserves.

The amortisation calculation takes account of the estimated future development costs, based on current price levels and assumptions
of future long-term exchange rates, where appropriate. Changes in reserve and cost estimates are recognised prospectively.

Additional amortisation is charged if the capitafised costs of an evaluated field exceed the estimated net revenues to be derived from the
related commercial reserves of oil and gas within that field.

Impairment of value

The Group undertakes a review for impairment of a fixed asset if events or changes in circumstances indicate that the carrying amount

of the fixed asset may not be recoverable. To the extent that the carrying amount exceeds the recoverable amount, that is the higher of net
realisable value and value in use, the fixed asset is written down to its recoverable amount. The value in use is determined from estimated
discounted future net cash flows.

Decommissioning

Where there is a material liability for the removal of production facilities and site restoration at the end of the production life of a field,
the Group recognises the provision under the basis set out in Financiat Reporting Standard 12 "Provisions, Contingent Liabilities and
Contingent Assets” (FRS 12). As at 31 December 2001 there were no material liabilities.

Depreciation
Other tangible fixed assets are depreciated on a straight line basis over their estimated useful lives as follows:

Motor vehicles — four years
Equipment - five to ten years
Computer equipment - three years

Leasing and hire purchase commitments

Assets held under finance leases and hire purchase contracts, which are those where substantially all the risks and rewards of ownership
of the asset have passed to the Group, are capitalised in the balance sheet and are depreciated over their useful lives. The interest element
of the rental obligations is charged to the profit and loss account over the period of the lease and represents a constant proportion of the
balance of capital repayments outstanding.

Rentals paid under operating leases that are not capitalised as ol and gas assets are charged to the profit and loss account on a
straight line basis over the lease term.

Stocks

Stocks comprise oil and gas in tanks, pipelines and storage reservoirs and materials, all of which are stated at the lower of cost and net
realisable value. Any difference between the volumes of oil and gas taken by the Group and its entittemnent are valued at market value and
included in creditors or debtors respectively.

34 Notes to the accounts continued
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1. Accournting policies con

Dererred iaxation .
Provision is made for deferred taxation, using the liability method, on all timing differences to the extent that it is probable that the liability
will crystallise.

Penision costs
The Group contributes to the pension scheme of the qualifying employees' choice. Contributions are charged to the profit and 10ss account
as they become payable.

Foreign currency - Company _
Transactions in foreign currencies are recorded at the rate of exchange ruling cn the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies are translated at the rates ruling at the balance sheet date. All differences are taken to the profit and
loss account.

Foreign currency - Group _

The functional currency for the Group is the US Dollar. The accounts of subsidiary undertakings denominated in the currencies other than
the US Dollar are translated at the rate of exchange ruling at the balance sheet date. Exchange differences arising on retranslation of
opening net assets are taken directly to reserves. Cther exchange differences are taken to the profit and loss account.

Financial instrurments

FRS 13 ("Derivatives and other Financial Instruments”) requires information to be disclosed about the impact of financial instruments on
the Group's risk profile, how the risks arising from financial instruments might affect the entity's performance, and how these risks are
being managed.

The Group's policy is that no trading in derivative financial instruments shall be undertaken.
These disclosures have been made in the financial review on page 17

2. Turnover
Turnever represents amounts invoiced net of value added and simitar taxes for the Group's share of oil and gas sales.

3. Segmental analysis

UK 170 170 563 (2.098) 1.34 12,931 15,048

5
Ukraine 22,344 22774 11,524 8921 8142 6,938 27682 29,938
Georgia - 134 - 184 (34) 75 4,021 3,502
USA 354 - 354 - 2 - 10,423 -
Rest of world - - 10,820 15,853 (115) {840) 2241 2830
22,868 23521 22,868 23521 5,897 7517 57304 51,316
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4. Cost of sales

15":*;

Operating costs 7517 6,473
Amortisation 3,849 4029
Production based taxes 681 1693

12,047 12195

gl

£

xceptonal items

Exceptional provision for doubtful debt (1.331) -

The provision in 2001 relates to a full provision against all trade debtors in PPC dating back to 1996 through to 2000. Further details relating
to the provision are contained in the Financial review on page 16.

6. Operating profit
The operating profit derives solely from continuing operations and is stated after charging the following:

Depreciation 398 257
Operating lease rentals

- land and buildings 508 517
- plant and machinery 13 9

Amortisation is included within cost of sales (note 4).

Fees paid to auditors

Audit of the Group 116 65 133 73
Non-audit services 16 - 195 39

36 Notes to the accounts continued
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7 Staff costs

T,

Wages and salaries 3523 2,768

UK social security costs 264 180
Pension contributions 427 361
4214 3,319

These costs are shown gross and a relevant proportion is capitalised, representing time spent on exploration and development activities.
During the year, the average monthly number of employees was:

pcpemssss sy Yoy

Management/operational
Administration 19 18

The emoluments of the directors of JKX Oil & Gas plc are disclosed in the Remuneration Committee report on pages 24 to 26.

8. Interest receivable

Short-term deposits 407 397

9. Interest payable

Long-term loans 253 158

10. Taxation on profit on ordinary activities
No liability to UK or overseas taxation has arisen during 2007 due to the availability of tax losses brought forward (2000: $nil) and availability
of Group refief

Taxes charged on production of hydrocarbons are included in the cost of sales.

11. Dividends
The Company does not propose to pay a dividend in respect of 2007 (2000: $nil).
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12. Barnings per share
The calcutation of profit per ordinary share for 2007 is based on the profit after tax and minority interests of $5.9 million (2000: $7.5 milion)
on 132,959,700 ordinary shares (2000: 132,687878) being the weighted average number of shares in issue during the year.

The diluted earnings per share for 2001 is based on the profit after tax and minority interest of $5.9 milion (2000: $75 miflion) on
135,414,700 (2000: 133,971,878) ordinary shares, calculated as follows:

i

Basic weighted average number of shares 132,959,700 132£87878
Dilutive potential ordinary shares:
Other share options 2455000 1.284.600

135414700 133971878

Of the 2,963,899 outstanding share opticns at 31 December 2001 only 2,455,000 have a dilutive effect.

13. Parent company

The Group has taken advantage of section 230 of the Companies Act 1985, not to present the parent company profit and loss account.
The total recognised profit recorded in the accounts of the parent company for the year ended 31 December 2001 was $1,834,000
(2000: $1,633,000 loss).

14. (a) Intangible assets: expioration and appraisal expendi

Cost:

At 1 January 2001 - 649 4509 1.008 6.256
Additions during the year 8732 - 505 847 10,084
Reclassifications 47 {649) - 47 (649)
Release of costs against test revenue (152) - - - (152}
At 31 December 2001 8,627 - 5104 1,808 15,539

1 Despite the majority of these costs having been carried greater than three years, the Company befieves it appropriate to retain them based on the ongoing work programme being
conducted in the West Georgia offshore licence by Anadarko Petroleurn.

38 Notes to the accounts continued
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14, (h) Tangibie fixed assets

Cost:

At 1 January 2001 99.247 3305 102643

Additions during the year 1877 457 2,334

Reclassification of fixed assets 649 - 648

Disposals of fixed assets - (344} (844)
AL 31 December 2001 101,773 3,009 104,782

Depreciation and amortisation:

At 1 January 2001 71,088 2311 73,399

Depreciation on disposals of fixed assets - (787) {787)
Charge for the year 3.697 388 4,095

At 31 December 2001 74,785 1,922 76,707

Net book value:

At 31 December 2000 28,159 1,083 29,244

At 31 December 2001 26,988 1,087 28,075

Farent

JKX Ot & Gas plc held $60,653 (2000: $31,362) of fixed assets at 31 December 2001.
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15, Investments

The net book value of fixed asset investments comprise:

i g

Associated undertakings (a)

Subsidiary undertakings (b) - 6,278 8278
Other investments (c) 617 103 - -
762 24§ 6,278 65,278

(8} Associated undetakings

Investments comprise Caspoil, an oil exploration company, in which JKX has a 30.5% shareholding.

{b) Subsidiary undertakings

At 31 December 2001, the principal subsidiary undertakings of the Company were:

TGO of
ncorporation and

Name 77 - o7 o Laéa of operation
JP Kenny Exploration & Production Limited Finance & Holding 100.00 UK
JKX (Nederland) B.V. Finance & Holding 100.00 Netherlands
Poltava Petroleum Company'? Oil exploration and production 4900° Ukraine
Georgian British Oil Company'? Qil exploration and production 50.00 Georgia
Crimean Petroleum Company'? Oit exploration and production 4500 Ukraine’
JKX (Navtobi) Limited® Qil exploration and production 100.00 Cyprus
Baltic Energy Services Limited* Oil exploration, production and services 100.00 Latvia
Trans-European Energy Services Limited Oil exploration, production and services 100.00 UK
EuroDril Limited* Ol exploration, production and services 100.00 UK
JKX Htalia Limited Oil exploration and production 100.00 UK
JKX Services Limited Services 100.00 UK
JKX Holdings North America LLC Holding 100.00 USA
JKX North America Ltd® QOil exploration and producticn 100.00 USA
JKX Ol & Gas LP’ QOil exploration and production 100.00 USA

1 These companies are considered to be subsidiary undertakings as the Group exercises a dominant influence over them, being the ability to direct the operating and financial poticies of

the undertaking.

2 Held through JP Kenny Exploration & Production Limited.

3 Held through JKX (Nederland) BV.

4 Held through Trans-European Energy Services Limited.

5 JKX announced its registration of an increase in shareholding in PPC from 49% to 66.2% on 12 February 2002.

6 Held through JKX Holdings North America LLC.

7 Held through JKX Holdings Narth America LLC. and JKX North America Ltd.

{c) Other investmenis

o

At January 2001

Additions

At 31 December 2001

40 Notes to the accounts continued
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Amounts falling due within one year

Trade debtors 2059 4,320 - =
Other debtors 233 525 3 66
VAT receivable (UK) 134 1006 56 42
Prepayments 4,376 245 894 58
6,802 5186 953 166

Amounts falling due after more than one year
Amounts receivable from subsidiary undertakings - - 18,809 16.184
6,802 5,196 19,762 16,350

17. Creditors: amounts falling due within one year

Loan 1,006 2,029 - -

Trade creditors 450 487 - -
Cther creditors 344 06 313 188
Other taxes and social security costs 439 52 - -
VAT payable (non-UK) n - - -
Accruals 1,856 1,763 34 30

4,166 5037 347 218

18. Financial instruments
An outline of the objectives, policies and strategies pursued by the Group in relation to financial instruments is set out in the Financial review
on page 17

Short-term debtors and creditors have been excluded from the following disclosures, except currency risk disclosures as permitted by
FRS 13 "Derivatives and other Financial Instruments”.
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18. Financial insuments continued
Financial assets
The interest rate profile of the financial assets of the Group as at 31 December was as follows:

Sterling 521 800 1321

US Dollars 4,537 8,904 13,441
Hryvna 1,744 489 2,233
Other 617 - 617

\ 7419 10,193 17612

00 000~
Sterling 106 1687 1,763
US Dollars 1366 12,868 14,234
Hryvna : ‘ 3724 839 4,363
Other 10 - 103

Sl RS

5,29¢

15,164 20,463

(&2

1.

Floating rate financial assets comprise cash deposits placed on money markets at call, seven-day and monthly rates. The financial assets on
which no interest is earned are the Group's fixed asset investments (other than associates) which have no fixed maturity, and short term
debtors of $6,802,000 (2000: $5,196,000).

Financial iabilties
The interest rate profile of the Group's financial fiabilities at 31 December was:

Floating rate financial liabilities 1,006 2,028
Total . 1,006 2,029

The floating rate liabilities comprise the European Bank for Reconstruction and Development (EBRD) US Doliar denominated loan to PPC
as referred to below which bears interest based on LIBOR.

42 Notes to the accounts continued
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18. Financial instruments continued

Currency exposures

As explained in the Financial review on page 17, the Group's objectives in managing currency exposures are to match, to the extent
practical, receipts and payments in the same currency and by following a range of commercial policies minimise exposure to the Hryvna
denominated sales.

The table below shows the extent to which the Group has monetary assets and liabilities in currencies other than the functional currency of
the operating company involved. These exposures give rise to the net currency gains and losses recognised in the profit and loss account,
The functional currency of the Group’s operating companies is the United States Dollar.

As at 31 December tl

T

he exposures were:

T

Sterling 290 946
Hryvna 720 2,457
1.010 3404

Maturity of financial fiabilities
The maturity profile of the Group's financial fiabilti

i,

£S5 was:

o

In one year or less 1,006 2029 - -
1,006 2029 - -

The Group's loans as at 31 December 2001 solely comprise a US Dollar denominated oan from the European Bank for Reconstruction
and Development (EBRD) to the Poltava Petroleum Company (PPC). This loan of $8,000,000 was granted in 1996. As at 31 December
2001 the amount outstanding was $1,006,000. The outstanding amount of this loan is due for repayment in accordance with a Forbearance
Agreement which was signed in February 2002.

Borrowing facilities
The Group has no committed borrowing facilities.

Fair values of financial assets
Set out below is a comparison by category of book values and fair values of the Group’s financial assets and liabilities as at 31 December.

e

Primary financial instrurments held

Investments ‘ 762 762 248 748
Cash ’ 10,193 10,193 15,164 15,164
Short-term borrowings (1,006) (1,006) {2029) (2.029)

Fair value is the amount at which a financial instrument could be exchanged in an arm’s length transaction. Where available, market values
have been used to determine fair values,
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19. Deferred axation

The potential amount of deferred tax as at 31 December 2007 was $nil (2000: $43,322) comprising tax on timing differences principally
between the accounting and tax treatment of fixed assets and interest. As at this date no provision is made for deferred taxation because
the gross potential liability will be covered by losses brought forward from prior periods.

20. Obligations under feases and hire purchase coniracts

Annual commitments under non-cancellable operating leases are as follows:

Leases which expire:

Within one year 273 136 - -
Between two and five years 53 158 M 10
More than five years 188 193 - ~

514 487 1 10

21. Share capital and other reserves
Equity share capital, denominated in Sterling, was as follows:

i jg]

Ordinary shares of 10p each

Allotted, called up and fully paid

Opening balance of 1 January 2001 132,687878 13,269
Movement 419,360 42
Closing balance at 31 December 2001 133,107,238 13311

Movements in the share premium, other reserves and profit and foss account during 2001 were as follows:

Group:

At 1 January-2001 19,822 30,680 87671 (86.857) 51316
Capital reduction’ - - (74505) 74,505 -
Issue of new shares 80 - 14 - C 74
Retained profit - - - 5914 5914
At 31 December 2001 19,882 30,680 13,180 (6.438) 57304

1 As a resuft of an EGM held on 30 October 2001 the Company applied to the Court to reduce the capital of the Company. Court approval was received on 21 November 2001.

2 As there were insufficient distributable reserves to complete the buy back of shares at a cost of $745,000 reflected in the June 2001 half year accounts, the share capital at the year end
was $19.882,000. Subsequent to the year end, the buy back is scheduled for completion in earty April 2002, On completion the share capital will be reduced to $19,388,000 and a
capital redemption reserve of $434,000 created.
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21, Share capital and other reserves continued

Profi{ B 1655

aC;d\:nt

; 3000

Parent:

At 1 January 2001 19,822 8761 (74,505) 32,988
Capital reduction - (74,505) 74,505 -
lssue of new shares 60 14 - 74
Retained profit - - 1834 1,834
At 31 December 2001 19882 13,180 1,834 34,896

onciliation of operating profit to net ¢z

ninflow from operating activities

Operating profit

Depreciation

Loss on disposal of fixed assets

Exchange differences : 52 253

Decrease in operating debtors 94 2,93

Increase/(decrease) in operating creditors 132 {1,031
Decrease in stocks 162 333

Net cash inflow from operating activities 10465 14,640

’

23. Reconciliation of net cash flow to movement in net funds

Cash 1,210 (718)

Shart-term deposits 13954 (4,253) -

Cash at bank and in hand 15,164 (4,971) - - 10,193

Loans (2,029) 1,023 - - (1,006)
13135 (3,948) - - 9,187

24. Employee share schemes

At 31 December 2001, there were outstanding options under various employee share option schemes, exercisable during the years
2001 to 20086, to acquire 2,963,899 (2000: 4,725,769) shares of the Company at prices ranging from £0.17 to £1.57 per share
(2000: £0.125 to0 £1.67).

25. Capital commitrnents
Under the programmes for the exploration, development and production of oil and gas reserves in Ukraine, the Company is committed at
31 December 2001 to future capital expenditure of $245,000 {2000: $ni).
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26. Pension commitments
The Company contributes to schemes of employee elections, including directors.

27 Contingencies

Generai

The operations and eamings of Group companies continue, from time to time, to be affected to varying degrees by political, legislative, fiscal
and regulatory developments, including those relating to environmental protection, in the countries in which they operate. The industries in
which Group companies are engaged are also subject to physical risks of various types. The nature and frequency of these developments
and events, not all of which are covered by insurance, as well as their effect on future operations and earnings, are unpredictable.

28. Directors’ interests
During 2001 consultancy fees were paid to Viscount Asquith and Mr J R Mapplebeck amounting to $42,843 and $27.475 respectively.
The fees paid to Viscount Asquith were made to Dessna Company Limited in which he has a controfling interest.

29. Post balance sheet events

PPC Shareholding

On 12 February 2002, JKX was informed that its wholly-owned subsidiary, JP Kenny Exploration and Production Ltd (JPK"), successfully
registered its increased 66.2% shareholding in its Ukrainian subsidiary, Poltava Petroleum Company ("PPC"), with the relevant Ukrainian
authorities. JPK's legal ownership of the 66.2% shareholding in PPC was recognised by the Supreme Court of Artibration of Ukraine in
its rulings of the 27 June 2001.

The Company believes that the registration brings to a close the events surrounding a sustained two-year attack on its Ukrainian
investment which has included illegal attempts to expropriate its original 49% holding in PPC, and blocking of the registration of its
increased shareholding in PPC. The cost to the Company to secure its PPC asset has been significant, approximately $5 milion over
the last 24 months. As outlined in the Chairman's statement the directors believe that there will be continuing efforts to attack our legal
holding in PPC by influential private Ukranian interests who are seeking to defraud our shareholders of investments by JKX in Ukraine.
These efforts will continue to be vigorously defended by the Company.
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Turnover
- Qil 1.0 161 10.0 107 273
~Gas 116 66 83 143 244
— Management fees 0.2 08 05 - -
Totat 228 235 18.8 250 5.7
Cost of sales - excluding exceptional items (12.0) {(12.2) {10.2} 10.7) { ?6:9)
Gross profit excluding exceptional tems 10.8 113 88 4.3 348
Cost of sales — exceptional items o (1.3) - 08 (58.7) \‘793)
Gross profit/(loss) after exceptional items 95 113 g4 {454} 151
Exploration costs written off - - 8.1 -
General and administrative experises (3.8) (343 {5.2) {en (177}
Operating profiv/{loss) 5.7 78 4.2 83.2) {2.6)
Other income and interest. 0.2 0.4) (G.5) (2.0 03
Profit/(loss) on orcinary activities before taxation 59 75 37. {65.2) 29
Taxation on profit on ordinary activities . - - - - (.7
Minority interest - - 0.5) 18 0.0
Profit/(loss) for the year attributable to members of the parent company 59 75 32 (6G3.4) (58
Earnings/(loss) per share 445 568 263 {52.79) (5.45)
Group operating margin (%)
Before exceptional items 317 320 177 {13.8) 329
After exceptional items 259 320 223 (252.5) (5.2
Employment of group capital
Fixed assets 444 357 368 394 8943
Net current assets 129 156 70 12 1.9
573 51.3 438 408 1062
Group capital employed
Loan capital and convertible loan notes - - - 160 124
Creditors amounts faling due in more than one year - - - - 08
Minority interests ' - - {03) 1.5
Capital and reserves 573 53 438 308 415
573 53 438 408 1062
Net debt
Cash at bank and in hand 10.2 15.2 52 129
Loan capital (1.0) (23) (2! {35 (4.6)
Convertible loan notes - - (10.0) 8.9
92 137 11 8.3 (1.6)
Net gearing (%) N/A N/A N/A 272 13

47 Five year financial record
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Notice is hereij given that the Seventh Annual General Meeting of JKX Oil & Gas plic (the "Company”) will be held at the offices of
Cardew & Co, 12 Suffoik Street, London SW1Y 4HG on Wednesday 15 May 2002 at 11.00 am for the following purposes:

As ordinary business
1. To receive the accounts for the year ended 31 December 2001 and the report of the directors and the auditors’ report thereon.

2. To re-elect B J Burrows as a director of the Company.

3. To reappoint Ernst & Young LLP as the Company's auditors until the conclusion of the next general meeting before which accounts are
laid and to authorise the directors to determine their remuneration.

As special business :
To consider and if thought fit to pass the following resolutions, of which resolutions 4 and 5 will be proposed as ordinary resolutions and
resolution 6 as a special resolution:

Orcinary resolutions

4. Thatr,y in substitution for any existing authority pursuant to section 166 of the Companies Act 1985 ("the Act”), the Company be and is
hereby generally authorised to make market purchases {within the meaning of section 163 of the Act) pursuant to and in accordance
with section 166 of the Act of fully paid ordinary shares of 10p each in the capital of the Company (“ordinary shares”) upon and subject
to the following conditions but otherwise unconditionally:

{a) the maximum number of ordinary shares hereby authorised to be purchased is 12,959,523 representing just under 10% of the
ordinary share capital of the Company as at 15 May 2002;

(b) the maximum price which may be paid for each such ordinary share shall be an amouint equal to 105% of the average of the middle
market quotations for ordinary shares as derived from the London Stock Exchange Daily Official List for the five business days
immediately preceding the day on which such ordinary share is contracted to be purchased and the minimum price which may be
paid for such ordinary share shall be 10p (exclusive of expenses); and

(c) unless previously varied, revoked or renewed, the authority conferred by this resclution shall expire on the earlier of 14 August 2003
or at the conclusion of the next Annual General Meeting of the Company after the date on which this resolution is passed, provided
that the Company may before such expiry enter into a contract to purchase ordinary shares under this authority which will or may be
completed or executed wholly or partly after the expiration of such authority and may make a purchase of ordinary shares in
pursuance of such contract.

5. That in substitution for all existing authorities (but without prejudice to the exercise of any such authority prior to the date hereof) the
directors be generally and unconditionally authorised Eursuant to section 80 of the Act to exercise all the powers of the Company to aliot
relevant securities (within the meaning of section 80(2) of the Act) up to an aggregate nominal amount of £4,436,907 for a period
expiring (unless previously renewed, varied or revoked by the Company in general meeting) on 14 May 2007 provided that the Company
may make an offer or agreement which would or might require relevant securities to be aliotted after expiry of this authority and the
directors may allot relevant securities in pursuance of that offer or agreement.

Special resolution

6. That, subject to the passing of resolution 5 above at the Annual General Meeting at which it is proposed, in substitution for any existing
power under section 95 of the Act (but without prejudice to the exercise of any such authority prior to the date herecf) the directors be
empowered pursuant to section 95 of the Act to allot equity securities (within the meaning of section 94(2) of the Act) for cash pursuant
to the authority conferred by resolution 5 above as if section 89(1) of the Act did not apply to the allotment. This power:

(a) expires on the earlier of the conclusion of the next Annuat General Meeting of the Company following the passing of this resolution
or at the end of fifteen months after the date of passing of this resolution, provided that the Company may, before such expiry, make
an offer or agreement which would or mi?ht require equity securities to be allotted after expiry of this authority and the directors
may allot equity securities in pursuance of that offer or agreement; and

(b) is limited to:

(i) the allotment of equity securities in connection with a rights issue or other offering in favour of ordinary shareholders where the
equity securities respectively attributable to the interests of all ordinary shareholders are proportionate’(as nearly as may be) to
their existing holdings of such shares, subject to such exclusions or Other arrangements as the Directors may consider
necessary or expedient to deal with fractional entitlements, statutory restrictions or legal or practical problems under or resulting
from the application of the laws of any territory or the requirements of any recognised regulatory body or stock exchange in any
territory; and

(i) meEaH%m%r;tz of equity securities (otherwise than pursuant to sub-paragraph (i) above) of up to an aggregate nominal amount
of £1,331,072.

By order of the Board

B J Burrows
Secretary
26 March 2002

Registered office:
6 Cavendish Square, London W1G OPD

Notes:

1A m(_e:mber entitled to attend and vote at the Meeting is also entitled to appoint one or more proxies to attend and, on a poll, vote instead of him. A proxy need not be 8 member of
the Company.

2Tobe val\%a, Lﬁe insirument appointing a proxy, together with the power of attorney or other authority, if any, under which it is signed (or a notarially certified copy of such power of authority)
must be deposited with the Company's Registrars, Lioyds Bank Registrars, The Causeway, Worthing, West Sussex BN93 6ZL not less than 48 hours before the time fixed for the Meeting.
A form of proxy is enclosed with this notice. Completion and return of the form of proxy will not preclude shareholders from attending or voting at the Meeting if they wish,

3 Copies of the directors’ service contracts and the terms of engagement for non-executive directors, together with the register of directors' shere interests, are avallable for inspection at
the registered office of the ComPany during normal business hours on each business day until the conclusion of the Annual General Meeting and will also be available at the place
of the Annual Genera! Meeting from at least 15 minutes prior to the Meeting until its conclusion.
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