CARNARVON PETROLEUM LIMITED

ABN 60 002 688 851

MEMORANDUM TO SHAREHOLDERS

Dated 7 August 2002

in connection with a Meeting of Shareholders

to be held on Thursday, 5 September 2002 at

10.30am at the Toorak Room, The Como Melbourne,

1st Floor, 630 Chapel Street

South Yarra, Victoria

This Notice of General Meeting and the Explanatory Memorandum should be read in their entirety.  If members are in doubt as to how they should vote, they should seek advice from their accountant, solicitor or other professional adviser prior to voting.

CARNARVON PETROLEUM NL

ABN 60 002 688 851
Notice is hereby given that a general meeting of members of Carnarvon Petroleum NL will be held at 10.30am on Thursday, 5 September 2002 at the Toorak Room, The Como Melbourne, 1st Floor, 630 Chapel Street, South Yarra, Victoria.

The Explanatory Memorandum which accompanies and forms part of this Notice of General Meeting describes the various matters to be considered.  Shareholders should read the Explanatory Memorandum carefully before deciding how to vote.

AGENDA
1.
APPROVAL OF ISSUE OF SHARES PURSUANT TO SHARE PURCHASE PLAN

To consider and, if thought fit, pass the following resolution as an ordinary resolution:

“That for the purposes of Listing Rule 7.1 and for all other purposes, this meeting approves and agrees to the allotment and issue of up to 18,750,000 fully paid shares in the capital of the Company at an issue price of 4.2 cents per Share to members of the Company pursuant to a share purchase plan as more particularly described in the Explanatory Memorandum which accompanies the Notice convening this meeting.”
2.
PLACEMENT OF SHARES

To consider and, if thought fit, pass the following resolution as an ordinary resolution:

“That, for the purposes of Listing Rule 7.1 and for all other purposes, the Directors be authorised to issue up to 30 million fully paid ordinary shares in the Company at an issue price of 4.2 cents per share to those persons and in those numbers as described in the Explanatory Memorandum which accompanies the Notice convening this meeting.”

Note:
In accordance with Listing Rules 7.3.8, any votes cast on Resolution 2 by a person who may participate in the proposed issue and a person who might obtain a benefit (except a benefit solely in the capacity of a security holder) if this resolution is passed, and any associate of any of those persons, will be disregarded except where such votes are cast as a proxy appointed in writing which specifies how the proxy is to vote on the resolution.

3.
PLACEMENT OF SHARES TO DIRECTORS

To consider and, if thought fit, pass the following resolution as an ordinary resolution:

“That, subject to the passing of Resolution 2, and for the purposes of Listing Rule 10.11 and for all other purposes, the Directors be authorised to issue (as part of the issue of shares the subject of Resolution 2) up to 2,400,000 fully paid ordinary shares in the Company at an issue price of 4.2 cents per share to the Directors of the Company in the amounts more particularly described in the Explanatory Memorandum which accompanies the Notice convening this meeting.”

Note:
In accordance with Listing Rules 7.3.8 and 10.13.8, any votes cast on Resolution 3 by a person who may participate in the proposed issue and a person who might obtain a benefit (except a benefit solely in the capacity of a security holder) if this resolution is passed, and any associate of any of those persons, will be disregarded except where such votes are cast as a proxy appointed in writing which specifies how the proxy is to vote on the resolution.

4.
RATIFICATION OF PREVIOUS SHARE ISSUES

To consider, and if thought fit, pass the following resolution as an ordinary resolution:

“That, for the purpose of ASX Listing Rule 7.4 and all other purposes, this meeting approves and ratifies the allotment and issue to the persons and in the amounts noted in the Explanatory Memorandum, of 6,480,000 fully paid ordinary shares in the capital of the Company at an issue price of 5 cents each and 6,480,000 free options to subscribe for fully paid shares in the capital of the Company with an exercise price of 20 cents and otherwise on the terms and conditions set out in Annexure A to this Explanatory Memorandum which accompanies the Notice convening this meeting.”
Note:
In accordance with Listing Rule 7.5.6, any votes cast on Resolution 4 by a person who participated in the issue or any of their associates or any person who might obtain a benefit (except a benefit solely in the capacity of a security holder) if this resolution is passed, and any associate of any of those persons, will be disregarded except where such votes are cast as a proxy appointed in writing which specifies how the proxy is to vote on the resolution.

EXPLANATORY NOTES

PROXIES

1. Members are entitled to appoint up to two individuals to act as proxies to attend and vote on their behalf.  Where more than one proxy is appointed each proxy may be appointed to represent a specific proportion of the member’s voting rights.  If the appointment does not specify the proportion or number of votes, each proxy may exercise half of the votes.  Where more than one proxy is appointed neither proxy may vote on a show of hands.

2. The proxy form (and the power of attorney or other authority, if any, under which the proxy form is signed) or a copy or facsimile which appears on its fact to be an authentic copy of the proxy form (and the power of attorney or other authority) may be delivered or sent by post or by fax to the following address:

Computershare Investor Services Pty Limited

Level 2, Reserve Bank Building

45 St George’s Terrace

PERTH  WA  6000

Facsimile:
61 8 9323 2033

3. The proxy form and any supporting documents must be received by the Company not less than 48 hours before the time for holding the general meeting, or adjourned meeting as the case may be, at which the individual named in the proxy form proposes to vote.  Proxy forms received after this time will not be valid.

4. The proxy form must be signed by the member of his/her attorney duly authorised in writing or, if the member is a corporation, in a manner permitted by the Corporations Act 2001.

5. The proxy may, but need not, be a member of the Company.

6. In the case of shares jointly held by two or more persons, all joint holders must sign the proxy form.

7. A proxy form accompanies this Notice of Meeting and a reply paid envelope is enclosed in which Shareholders can return their duly completed proxy forms.

VOTING ENTITLEMENT
For the purposes of determining voting entitlements at the General Meeting, the Directors have in accordance with Regulation 7.11.38 of the Corporations Act 2001 determined that Shares will be taken to be held by the persons who are registered as holding the Shares at 5pm (WST) on Tuesday, 3 September 2002.  Accordingly, transactions registered after that time will be disregarded in determining entitlements to attend and vote at the Meeting.

REQUIRED MAJORITIES

Each of the resolutions are ordinary resolutions and will be passed only if supported by a majority of the votes cast by members entitled to vote on the resolution.

By order of the Board.

L TRONCONE

Company Secretary

7 August, 2002

EXPLANATORY MEMORANDUM

(A glossary of terms is included at the end of this Explanatory Memorandum to Shareholders)

The Company is seeking further working capital funds to allow it to pursue its corporate objectives.  It is therefore seeking to raise up to $1,260,000 by way of a placement of Shares to persons identified by its brokers and, to the extent required, the Directors at an issue price of 4.2 cents each.  In order that Shareholders may also participate in the fundraising, the Company is implementing a share purchase plan whereby Shareholders can apply for up to $3,000 worth of Shares at the same issue price of 4.2 cents each.  In addition to these resolutions dealing with the future issue of shares, the Company is seeking ratification of prior Share issues to ensure that it is able to take advantage of the ability under the ASX Listing Rules to issue up to 15% of its issued share capital without further Shareholder approval should the opportunity arise.

The funds to be raised by the Company under the share purchase plan and the placement will be used to provide working capital to support the planned next stage of drilling and development of the Wichian Buri oil field and also to appraise other oil and gas investment opportunities which the Company is considering and which may require pilot studies to further assess their potential before the Company decides to proceed to advanced negotiations for their acquisition.  
The SW1A Joint Venture, in which the Company has a 40% interest, is operationally cash flow positive.  However Carnarvon and its Joint Venture partner, Pacific Tiger, have not repatriated any cash flows from the Thai oil field because cash flows have been reinvested within the Joint Venture to finance operational improvements but to date have been insufficient to finance further development.  
Although funding of the next stage of the Wichian Buri oil field development, Phase 2, is available through a royalty arrangement with Gemini Oil & Gas Limited, the Company wishes to ensure it has sufficient working capital on hand to fund any internal technical and appraisal costs which may arise from an examination of the information produced by Phase 2 of the field development.  
In respect of the appraisal of other oil and gas investment opportunities, the Company is currently considering several such proposals, however they have not yet reached a sufficiently advanced stage of negotiations for the Company to announce details.  The Company does, however, require the ability to be able to properly evaluate and consider these proposals and the funds raised will be able to be utilised in this respect. 
1. SHARE PURCHASE PLAN

In order that members of the Company can participate in the proposed fundraising without the need for the Company to incur the substantial expenses which would be involved in the preparation of a prospectus and also to avoid the incurring of brokers fees or underwriters fees, the Company has decided to implement a share purchase plan.  This involves an offer by the Company to each of its Shareholders to subscribe for Shares up to a value of $3,000 at an issue price of 4.2 cents per Share.  Such an issue is exempted from the requirements to issue a prospectus under the Corporations Act 2001 pursuant to ASIC instrument 00/194.  The offer is limited to a total of 18,750,000 Shares and allocations will be made on a first in first allocated basis.  The Directors will close the offer upon receiving applications for the 18,750,000 Shares offered.  If any application for Shares are received after the offer is closed the application monies will be refunded as soon as practicable and, in any event, within 7 days of the close of the offer.

Letters of Offer under the share purchase plan will be circulated to Shareholders on 14 August 2002.

If all of the offers made to Shareholders under the share purchase plan were accepted, this would require the issue of more than 15% of the Company’s issued share capital which, pursuant to Listing Rule 7.1, may not be done without Shareholder approval in accordance with Listing Rule 7.3.  

For the purposes of Listing Rule 7.3 the following information is provided:

(a) the maximum number of Shares which will be issued pursuant to the share purchase plan is 18,750,000;

(b) the Shares will be issued no later than three months after the date of this meeting;

(c) the issue price of the Shares is 4.2 cents;

(d) the allottees of the Shares will be those Shareholders who accept the offer the subject of the share purchase plan prior to its closure;

(e) the Shares proposed to be issued are fully paid ordinary shares in the Company;

(f) the funds will be used to provide working capital to support the planned next stage of drilling and development of the Wichian Buri oil field and also to appraise other oil and gas investment opportunities which the Company is considering;

(g) allotment and issue of the Shares will occur progressively until the maximum number of 18,750,000 Shares is reached;

(h) pursuant to the plan, the Company may only offer Shares to holders of ordinary Shares in the Company; and

(i) the number of Shares which may be issued to any Shareholder is less than either:

(i) 5% of all the Shares being offered; or

(ii) the number to which a Shareholder would be entitled under a pro rata issue of all Shares.

2. APPROVAL OF PLACEMENT

As part of the proposed fundraising the Company proposes to issue 30,000,000 Shares at an issue price of 4.2 cents to persons identified by brokers to the Company.  If all of the Shares the subject of the placement are issued the placement will raise $1,260,000 prior to the expenses of the issue.

The proposed placement involves the issue of more than 15% of the Company’s issued share capital which, pursuant to Listing Rule 7.1, may not be done without Shareholder approval in accordance with Listing Rule 7.3.  

For the purposes of Listing Rules 7.3, the following information is provided:

(a) the maximum number of Shares which will be issued pursuant to the placement is 30,000,000;

(b) the Shares will be issued no later than three months after the date of this meeting;

(c) the issue price of the Shares is 4.2 cents;

(d) the allottees of the Shares will be persons identified by brokers to the Company;

(e) the Shares proposed to be issued are fully paid ordinary shares in the Company;

(f) the funds will be used to provide working capital to support the planned next stage of drilling and development of the Wichian Buri oil field and also to appraise other oil and gas investment opportunities which the Company is considering; and

(g) allotment and issue of the Shares will occur progressively.

3. RESOLUTION 3 – PLACEMENT OF SHARES TO DIRECTORS

As part of the proposed fundraising by the Company sought to be approved pursuant to Resolution 2, the Directors have agreed to participate in the placement.  The directors have indicated that they will make application for Shares up to the maximum number set out below at an issue price of 4.2 cents per Share as part of the placement the subject of Resolution 2.  Shareholder approval is required for the purposes of Listing Rule 10.11.

The maximum number of Shares to be issued to the following Directors of the Company subject to the passing of this resolution are:

	NAME
	NO. OF SHARES
	SUBSCRIPTION AMOUNT

	N C Fearis
	480,000
	20,160

	D J Orth
	120,000
	5,040

	K C Tregonning
	600,000
	25,200

	A G Shelton
	1,200,000
	50,400


For the purposes of Listing Rule 10.13, the following information is provided:

(a) the maximum number of Shares which will be issued to Directors of the Company pursuant to the placement is 2,400,000;

(b) the Shares will be allotted and issued no later than one month after the date of this meeting;

(c) the issue price of the 4.2 cents;

(d) the Shares proposed to be issued are fully paid ordinary shares in the Company; and

(e) the funds will be used to provide working capital to support the planned next stage of drilling and development of the Wichian Buri oil field and also to appraise other oil and gas investment opportunities which the Company is considering.

4. RESOLUTION 4 – RATIFICATION OF PRIOR SHARE ISSUES
Resolution 4 seeks the approval of Shareholders of the issue of 6,480,000 Shares with an equal number of free attaching options which have been made by the Company prior to the date of this Notice and Explanatory Memorandum.  The resolution is proposed to ensure that the Company retains its ability under Listing Rule 7.1 to issue up to 15% of its issued capital to be able to take advantage of any commercial opportunity which may arise.  In accordance with Listing Rule 7.5 the Company provides the following information:

(a) The number of Shares allotted was 6,480,000;

(b) The number of options issued was 6,480,000;

(c) The Shares were allotted at an issue price of 5 cents each;

(d) The options were issued at a nil issue price;

(e) The Shares are fully paid ordinary shares in the Company;

(f) The options were issued at an exercise price of 20 cents and otherwise on the terms and conditions set out in Annexure A;

(g) The Shares and options were allotted to private clients of a major Australian broking house as follows:

(i) Oasis International Trading Company LLC – 2,000,000 Shares and 2,000,000 attaching options;

(ii) Mr George Theonas – 300,000 Shares and 300,000 attaching options;

(iii) Acquatreat Services Pty Ltd – 200,000 Shares and 200,000 attaching options;

(iv) Mr Kenneth Allen Fitzmaurice – 800,000 Shares and 800,000 attaching options;

(v) Mr Derek Cowlan – 1,000,000 Shares and 1,000,000 attaching options;

(vi) Westpac Custodian Nominees Limited – 1,000,000 Shares and 1,000,000 attaching options;

(vii) Chin Yu Chen – 980,000 Shares and 980,000 attaching options; and

(viii) Mr Christopher and Mrs Jane Parker – 200,000 Shares and 200,000 attaching options.

(h) The funds raised were for general working capital purposes predominantly for existing activities.

GLOSSARY

Definitions: 

In the Notice and Explanatory Memorandum, the following definitions apply, unless the context requires otherwise.

ASIC means the Australia Securities and Investment Commission;

ASX means the Australian Stock Exchange Limited (ACN 008 624 691);

Dollar or $ means Australian dollars;

Explanatory Memorandum or Memorandum means this document accompanying the Notice of Meeting;

Listing Rules means the listing rules of the ASX;

Notice of Meeting or Notice means the notice of general meeting to which this Explanatory Memorandum is attached and includes the proxy form;

Share means an ordinary fully paid share in the capital of Carnarvon;

Shareholder means a member of Carnarvon;

Carnarvon or Company means Carnarvon Petroleum NL (ABN 60 002 688 851);

ANNEXURE A

OPTION TERMS

(i) The Options shall expire at 5.00pm WST on 31 December 2002 ("Expiry Date").
(j) The Options may be exercised by notice in writing to the Company received at any time on or before the Expiry Date.
(k) The Options may be exercised in whole or in part.
(l) The exercise price for each Option shall be 20 cents payable in cash.
(m) The Options may be transferred at any time in whole or part.

(n) A statement under the CHESS or Issuer Sponsored system instead of a certificate will be issued for the Options.  

(o) Attached to the notice or on the reverse side of the notice there will be endorsed a statement of rights of the Option holder and a notice of exercise of option that is to be completed when exercising the Options.  If there is more than one Option comprised in the notice and prior to the Expiry Date those Options are exercised in part the Company will issue another notice for the balance of the Options held and not yet exercised.

(p) The Option holder will be permitted to participate in any new pro-rata issue of securities of the Company on the prior exercise of the Options in which case, the Option holder will be afforded the period of at least 7 business days prior to and inclusive of the books closing date (to determine entitlements to the issue) to exercise the Options.

(q) In the event of any reconstruction (including consolidation, subdivision, reduction or return) of the issued capital of the Company, the number of the Options or the exercise price of the Options or both shall be reconstructed (as appropriate) in a manner consistent with the ASX listing rules which will not result in any benefits being conferred on Option holders which are not conferred on shareholders and (subject to the provisions with respect to rounding of entitlements as sanctioned by the meeting of the shareholders approving the reconstruction of capital) in all other respects the terms of exercise of the Options shall remain unchanged.

(r) The Options will not give any right to participate in dividends until shares are allotted pursuant to the exercise of the Options.

(s) Application will be made to the Australian Stock Exchange Limited ("ASX") for the listing of the Options.

(t) Shares allotted or issued pursuant to the exercise of an Option will be allotted or issued on the terms and conditions on which the Options are issued and not more than 14 days after the receipt of a properly executed exercise notice and application monies in respect of the exercise of an Option and will rank equally with the then issued ordinary shares of Carnarvon Petroleum NL and the Company will make application for the listing of such shares on the Official List of the ASX on or before the third day on which the ASX is open after the date of issue or allotment of those shares.

(u) Each Option shall confer the right to take up one fully paid ordinary share in the Company.

	Carnarvon Petroleum NL

Suite 3, Level 18, Central Park

152-158 St George’s Terrace

PERTH  WA  6000

Tel:   (08) 9288 4522

Fax:  (08) 9288 4447
	
	CARNARVON PETROLEUM NL

ABN 60 002 688 851

PROXY FORM
	
	Computershare Investor Services Pty Limited

Level 1, Reserve Bank Building

45 St George’s Terrace

PERTH  WA  6000

Tel:   (08) 9323 2000

Fax:  (08) 9323 2033


I/We 


of 


being a member/members of Carnarvon Petroleum NL, hereby appoint as my/our proxy


of 


or, failing him


of 


or, failing him, the Chairman of the meeting, to vote for me/us at the general meeting of the Company to be held on Thursday, 5 September 2002 and at any adjournment of that meeting.

This form is to be used in accordance with the directions below.  Unless the proxy is directed, he may vote or abstain as he thinks fit.

In relation to proxies held by the Chairman which are undirected, being those for which directions as to how to vote have not been given below, the Chairman intends to vote such proxies in favour of each resolution.

If you do not wish to direct your proxy how to vote, please place a mark in the box.

(
By marking this box, you acknowledge that the Chairman may exercise your proxy even if he has an interest in the outcome of the resolution and votes cast by him other than as proxy holder will be disregarded because of that interest.

	
	
	
	

	RESOLUTIONS
	FOR
	AGAINST
	ABSTAIN

	
	
	
	

	1. Approval of issue of Shares
	(
	(
	(

	2. Approval of Placement of Shares
	(
	(
	(

	3. Approval of Placement of Shares to Directors
	(
	(
	(

	4. Ratification of Previous share issues
	(
	(
	(


INSTRUCTIONS
8. To direct the proxy to cast all votes covered by this instrument in a particular manner, place a tick or cross the relevant box.

9. To direct the proxy to cast some only of the votes covered by this instrument in respect of an item of business in a particular manner, place in the relevant box either the number of votes to be cast in the manner on a poll or the percentage of the total votes covered by this instrument to be cast in that manner on a poll.  This direction, if given, is also an instruction to the proxy to vote according to the proxy's discretion on a show of hands.

10. The proxy form (and the power of attorney or other authority, if any, under which the proxy form is signed) or a copy or facsimile which appears on its fact to be an authentic copy of the proxy form (and the power of attorney or other authority) may be delivered or sent by post or by fax to the following address (a reply paid envelope has been included for your convenience):

Computershare Investor Services Pty Limited

Level 2, Reserve Bank Building

45 St George’s Terrace

PERTH  WA  6000

Facsimile: +61 8 9323 2033

11. The proxy form and any supporting documents must be received by the Company not less than 48 hours before the time for holding the general meeting, or adjourned meeting as the case may be, at which the individual named in the proxy form proposes to vote.  Proxy forms received after this time will not be valid.

I/We understand that if I/we have not directed my/our proxy how to vote, my/our proxy may vote or abstain from voting as he thinks fit.

If the member is an individual member or joint holders:

Usual signature____________________

Usual Signature__________________

Name (printed):

Name (printed):




Dated this                         day of                         2002. 

If the member is a Company:


	EXECUTED BY                          in accordance with Section 127 of the Corporations Act

	
	
	

	Director
	
	Director/Secretary

	Print Name
	
	Print Name


	EXECUTED BY                            in accordance with Section 127 of the Corporations Act

	
	
	

	Sole Director
	
	

	Print Name
	
	


Dated this                         day of                         2002.

