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7 August 2002

Dear Shareholder

Enclosed you will find a Notice of Meeting in which Shareholders will be asked to vote on certain capital raising initiatives by Carnarvon Petroleum NL (“the Company”).  

The capital is required to underpin the planned Phase 2 development drilling of the Company’s 40% owned Wichian Buri oil field and to pursue related corporate objectives including other oil and gas opportunities focused on proved producing assets, some of which have reached an advanced stage of negotiation and may require feasibility or pilot studies to further assess their potential.

The Company intends to raise capital via the issue of shares as follows:

· A Share Purchase Plan (“SPP”) that will provide the opportunity to Shareholders to subscribe for shares in the Company at 4.2 cents per share up to a value of $3,000 without incurring brokerage fees.  The price represents a discount of some 13% over the weighted average share price since the beginning of July 2002.  A maximum of 18,750,000 shares representing some 15% of the Company’s issued share capital will be made available for subscription under the SPP.

· A private placement of up to 30 million shares at 4.2 cents per share to raise up to $1,260,000 supported by two major Australian broking houses.

Your Directors unanimously recommend that you support the implementation of the SPP by attending the meeting or completing and returning the enclosed proxy form and voting in favour of Resolution 1.  The SPP provides an opportunity for all Shareholders to participate in the capital raising of the Company.  The Directors also unanimously recommend that you vote in favour of Resolution 4 ratifying the previous issue of shares and options in the Company.

Your Directors propose to participate in the placement and so decline to make a recommendation in relation to any of Resolutions 2 and 3.  However, our desire to participate in the placement is a strong message to Shareholders that we personally believe in the future prospects of the Company.

Yours sincerely,

CARNARVON PETROLEUM NL

Andrew Shelton

Chairman
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