GENESIS PETROLEUM CORPORATION PLC

(“Genesis”, “the Company” or “the Group”)
Preliminary Results for the year ended 31 December 2007

Genesis Petroleum Corporation Plc, (AIM:GPC) an oil and gas exploration group
with assets offshore UK and Norway, today announces its preliminary results for the
year ended 31 December 2007.

HIGHLIGHTS

Financial
e Year-end cash balances increased to £20.3 million (2006: £3.9 million)
e Group losses narrowed to £0.9 million (2006: Loss of £1.8 million)

Operations
e Genesis Petroleum Norway AS pre-qualified as a Licensee with the
Norwegian Ministry of Petroleum and Energy
e Awarded interests in 5 Norwegian offshore licenses*
e Awarded interests in 3 UK offshore licenses

*3 of the licenses were applied for in 2007 and awarded in 2008

Corporate
e Raised £10.0 million in April 2007 through the issue of new equity,
equally, to Aker Capital and Petroleum Geo-Services
e Raised £10.4 million in December 2007 through the issue of new equity
e Acquired 50% of Genesis Petroleum Europe Ltd, from Petroleum Geo-
Services

Gerry Harrison, Chairman, commented:
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CHAIRMAN’S REPORT
For the year to 31 December 2007

Results

The Group (or “Genesis”) is reporting its full year Financial Statements for the first
time under International Financial Reporting Standards (“IFRS”). Previous results
have also been restated under IFRS to enable comparison. The Group made a loss of
approximately £0.9 million during the year after tax. Whilst operating costs were in
line with budgeted performance, non-cash costs increased due to the impact of IFRS
2 (share based payments) including the issue of warrants to purchase shares connected
to the fundraising conducted in December 2007. The Group had cash balances of
approximately £20.3 million at the year end.

Review of Business and Operations
The most significant events during the year in calendar order were:

in January, Genesis Petroleum Norway AS (“Genesis Norway”) achieving pre-
qualification as a Licensee by the Norwegian Ministry of Petroleum and
Energy (“MPE”);

in February, the award of Blocks 16/8c (as Operator), 9/9e and 211/1,2,3 in the
UK 24™ Round of Licensing;

in April, raising £10 million, before expenses, through the issue of new equity,
equally, to Aker Capital AS (“Aker”) and Petroleum Geo-Services (“PGS”);

in May, the appointment of Niclas Ljungblom and Rune Eng as Directors,
representing Aker and PGS, respectively;

in June, the award of blocks 33/12 and 34/8,9,11 by MPE;

in December, the acquisition of the 50% of Genesis Petroleum Europe Ltd
(“Genesis Europe”) not already owned by the Group, from PGS and the
raising of an additional £10.4 million, before expenses, through the issue of
new equity; and

also in December, the decision by the Panel on Takeovers and Mergers that
Genesis Petroleum Corporation Plc is not subject to the UK Takeover Code
because its place of central management is not located in the UK, the Channel
Islands or the Isle of Man.



After the year end, the Group was awarded three licenses by MPE relating to blocks
26/2 and 31/11; blocks 6609/8,9 (below Base Cretaceous) and blocks 6609/8,9,10,11
(above Base Cretaceous).

The two significant fund raising exercises, involving both strategic and institutional
investors, have provided a springboard for the future development of the Group. That
the April placing, with Aker and PGS jointly investing, was struck at a premium to the
prevailing market price and the December placing, which also included institutional
investors, was at only a small discount to market price is a testament to the potential
of the Group, given the current stage of its development. The Group had cash
balances of approximately £20.3 million at the year end which is sufficient to meet the
costs of the Group’s currently intended drilling program and commitments made to
partners and the UK and Norwegian Governments with respect to exploration acreage
offshore both countries.

The acquisition of PGS’ 50% share in Genesis Europe (previously, the joint venture
between Genesis and PGS) has streamlined the Group’s operations and ensured that
the ownership of all the Group’s assets is highly transparent. This was achieved
through a share-based transaction (including a loan note convertible into additional
shares) and PGS remains a large shareholder in the Group.

This was an important achievement for the Group as Genesis Europe holds a 100%
interest in UK Block 16/8c which contains an oil and gas discovery and which is a
candidate for drilling later this year. Genesis Europe also owns 100% of Genesis
Norway, a Norwegian Company, which is pre-qualified as a Licensee by the
Norwegian Authorities. Genesis Norway already held two licenses offshore Norway
and since the year end, has been awarded three more.

Aker supported the acquisition of Genesis Europe by underwriting the associated fund
raising and taking additional equity in the Group. Aker declined a cash fee in respect
of the underwriting but accepted the award of warrants to buy, at their option, more
shares in the Group during the next two years at 40 pence per share.

In the UK, technical work is on schedule for all five licenses. These licenses continue
to look prospective and additional technical work will be undertaken to determine and
manage risk. We anticipate drilling decisions on two Blocks during the next few
months. One other license, covering Block 211/28b, was relinquished during the year
as our partners agreed that the risks associated with the Block were too high.

In Norway, we are actively participating with our partners in planning additional
seismic work on each of our 5 licenses. Drilling decisions will be made once this
activity is complete. We are particularly pleased with the recent award of adjacent
Norwegian Blocks 26/2 and 31/11, where StatoilHydro is the Operator, and where we
can see potential for significant hydrocarbon accumulations in multiple targets.
Indeed, the recent Norwegian license awards have more than doubled the Group’s un-
risked recoverable resources.

We have used 2007 to develop selectively; the Genesis Group now participates in 5
UK and 5 Norwegian licenses (2 as Operator) relating to 18 blocks, or part blocks. We
have strong partners such as ConocoPhillips, E.ON Ruhrgas, Lundin, Maersk, Nexen,
Petoro*, Wintershall and StatoilHydro. We have an excellent, experienced technical
team and access to the most extensive 3D seismic database in North West Europe.
Our two significant strategic shareholders, Aker and PGS, have added to their initial



commitment to the Group and, through Board representation, can participate fully in
the Group’s development and potentially provide additional resources.

Outlook

During 2008, we wish to participate in the drilling of at least two exploration wells.
Whilst we now have the necessary licenses, expertise, partners and cash, we remain
dependent on the availability of suitable drilling rigs and contractors. Currently,
subject to contract, we believe the Group’s first well will be drilled during the third
quarter of 2008. In parallel with drilling commitments, we will continue to develop
the license portfolio to achieve a balance of interests in acreage in mature areas and
also frontier areas with potentially higher rewards. This entails additional technical
work to adequately assess risk, looking for opportunities to farm down interests in
current licenses as well as opportunities to farm in to third party exploration acreage.
We will maintain a strong focus in the UK and Norway, the latter offering particularly
attractive fiscal terms for qualified exploration companies, such as Genesis Norway.
We shall also continue to assess new international opportunities where we believe the
Group can bring past experience or new resources and techniques to minimise risk
and create value for shareholders.

*Petoro AS has responsibility for commercial aspects of the (Norwegian) State’s
direct financial interest in petroleum activities on the Norwegian Continental Shelf.

G M HARRISON
CHAIRMAN

BOARD OF DIRECTORS
Gerry Harrison, Chairman and Chief Executive, aged 54

Gerry Harrison has 30 years experience in the exploration and oil services industries.
His previous experience includes terms at TechMarine International Plc, which
provided ship management services to the offshore oil and gas industry and
Compagnie Generale de Geophysique in Paris, where he was the Director responsible
for offshore activity, borehole services and a navigation and positioning business.
Prior to this appointment, he was Executive Vice President at Aker Maritime ASA in
Oslo with responsibility for one of Aker's four operating divisions. Previously, he had
extensive experience in the UK and United States managing geophysical contractors
and, in 1993, he led a management buy-out of such a business. He co-founded
Genesis in 2003 with Michael Haagaard.

Michael Haagaard, Chief Operating Officer, aged 46

Michael Haagaard holds an MSc in Geology from the University of Copenhagen. He
has 20 years of experience in the Norwegian and international upstream oil industry
with several international postings in various technical and managerial positions
including: Exploration Manager for Saga Petroleum in London; Vice President for
Aker Geo Seismic in Oslo; and Vice President for Compagnie Generale de



Geophysique's multi-client business in London and Houston. He co-founded Genesis
in 2003 with Gerry Harrison.

Colin Gray, Non Executive Director, aged 55

Colin Gray holds an MA from Cambridge University in Natural Sciences and an MSc
in Geophysics from Imperial College London. He has 29 years experience in the oil
industry including 18 years with LASMO and 7 years at Total. At LASMO he held a
number of positions including Group General Manager, Exploration, where he was
responsible for resourcing and performance within global exploration and Exploration
Manager where he was responsible for all oil and gas exploration activity in Italy and
subsequently the UK. He currently provides technical and management consulting
services to a range of clients in the upstream oil and gas industry and is a former
President of the Petroleum Society of Great Britain.

Niclas Ljungblom, Non Executive Director, aged 32

Niclas Ljungblom is Investment Manager at Aker Capital AS. Niclas holds a Master
of Science degree in Business and Economics from the Norwegian School of
Management. He has extensive experience from management consultancy Booz Allen
Hamilton where he led strategy studies and performance improvements for a large
number of major corporations across Europe, including in the oil and gas industry. He
has worked closely with the private equity industry in Europe and been involved in
multiple transactions. Previously he acted as Managing Director for a private equity-
owned major consumer goods company.

Rune Eng, Non Executive Director, aged 46

Rune Eng was appointed President of Marine at Petroleum Geo-Services in 2004.
Since joining PGS in 1997, he has held the position of Area Manager, Scandinavia
and from 2000 has served as President for the EAME Region. Prior to joining PGS he
held several positions in Fugro-Geoteam. This included a board position in
Servoteam, a Russian-Norwegian joint operating company involved in offshore
seismic studies. Rune has also held a senior position in Digital Equipment Computing
(DEC) promoting the use of reservoir simulation in the oil and gas industry. Rune has
a Bachelor’s degree in Applied Geophysics from the University of Oslo and a Master
of Science degree from Chalmers University of Technology in Sweden.



CONSOLIDATED INCOME STATEMENT

Revenue
Cost of sales

Gross profit

Administrative expenses
Unsuccessful exploration costs
Other income

Operating loss

Finance income

Finance expense

Share of loss in joint venture

Loss before tax
Income tax

Loss for the period

Loss per share
Basic & diluted (pence per share)

12 months to

12 months to

31 Dec 31 Dec
2007 2006
£ £
Notes
205,299 50,256
(166,430) (50,256)
38,869 -
(1,547,056) (1,858,482)
(376,345) (391,296)
328,655 360,623
(1,555,877) (1,889,155)
531,167 152,698
(79,734) (615)
(15,784) (133,178)
(1,120,228) (1,870,250)
173,809 45,167
2 (946,419) (1,825,083)
2 (0.01) (3.64)




CONSOLIDATED BALANCE SHEET

Assets

Non-current assets

Property, plant and equipment
Goodwill

Intangible assets

Equity accounted investments

Total non-current assets

Current assets
Trade and other receivables
Cash and cash equivalents

Total current assets
Total assets

Equity and liabilities
Capital and reserves

Issued capital

Share premium

Merger reserve

Option reserve

Reverse acquisition reserve
Other reserve

Retained earnings

Total equity

Non-current liabilities
Deferred tax

Borrowings

Total non-current liabilities
Current liabilities
Corporation tax

Trade and other payables
Total current liabilities

Total liabilities

Total equity and liabilities

31 Dec 31 Dec
2007 2006

£ £

71,609 54,062
4,165,211 -
7,405,754 434,587
- 197,747
11,642,574 686,396
3,330,459 146,278
20,284,048 3,905,175
23,614,507 4,051,453
35,257,081 4,737,849
5,010,000 1,578,558
22,718,771 6,689,914
(1,321,500) (1,321,500)
569,327 113,900
(205,850) (205,850)
5,119,688 -
(3,438,494) (2,492,075)
28,451,942 4,362,947
4,351,394 -
449,312 -
4,800,706 -
662 -
2,003,771 374,902
2,004,433 374,902
6,805,139 374,902
35,257,081 4,737,849




CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

At 1 January 2006

Loss for the period after tax
Total recognised income and
expense

Issue of shares

Associated share issue costs
Transfer

Equity settled share options

At 31 December 2006

Loss for the period after tax
Total recognised income and
expense

Issue of shares

Share for share exchange
Equity element of compound
instrument

Associated share issue costs
Warrant costs

Equity settled share options

At 31 December 2007

Issued Share Merger Option Rev. acq. Other Retained Total equity
capital premium reserve reserve reserve reserve earnings
£ £ £ £ £ £ £ £
1,298,558 3,630,998 (1,321,500) - (127,934) - (666,992) 2,813,130
- - - - - - (1,825,083)
- - - - - - (1,825,083)  (1,825,083)
280,000 3,220,000 - - - - - 3,500,000
- (239,000) - - - - - (239,000)
- 77,916 - - (77,916) - - -
- - - 113,900 - - - 113,900
1,578,558 6,689,914 (1,321,500) 113,900 (205,850) - (2,492,075) 4,362,947
- - - - - - (946,419)
- - - - - - (946,419) (946,419)
3,431,442 17,669,906 - - - - - 21,101,348
- - - - - 4,994,000 - 4,994,000
- - - - - 125,688 - 125,688
- (1,641,049) - - - - - (1,641,049)
- - - 117,967 - - - 117,967
- - - 337,460 - - - 337,460
5,010,000 22,718,771 (1,321,500) 569,327 (205,850) 5,119,688 (3,438,494) 28,451,942




CONSOLIDATED CASH FLOW STATEMENT

Cash flows from operating activities
Loss for the period

Adjustments for:

Share of loss in joint venture

Net Finance income

Income tax (paid) / refunded

Depreciation

Share option charge

Exploration costs written off

Loss on disposal of property, plant and equipment
Decrease / (increase) in trade and other receivables
(Decrease) / increase in trade and other payables
Exchange differences

Net cash (used in) / generated from operations

Interest paid
Income tax (paid) / refunded

Net cash (used in) / generated by operating activities

Cash flows from investing activities
Interest received

Payments for property plant and equipment
Payments for intangible assets

Cash acquired with acquisition of subsidiary
Increase in loans to the joint venture

Net cash (used in) / generated by investing activities
Cash flows from financing activities

Proceeds from issue of equity shares

Issue costs

Net cash (used in) / generated by financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at the start of the period

Cash and cash equivalents at the end of the period

12 months to

12 months to

31 Dec 31 Dec
2007 2006

£ £
(946,419) (1,825,083)
15,784 133,178
(451,433) (152,083)
(173,809) (45,167)
30,300 45,167
337,460 113,900
376,345 391,296

- 14,920

274,213 (35,749)
151,894 140,628
70,832 -
(314,833) (1,218,993)
(79,734) (615)

- 45,167

(394,567) (1,174,441)
491,152 152,698
(1,774) (34,133)
(443,928) (555,006)
28,739 -
(2,197,985) (330,925)
(2,123,796) (767,366)
20,420,348 3,500,000
(1,523,112) (239,000)
18,897,236 3,261,000
16,378,873 1,319,193
3,905,175 2,585,982
20,284,048 3,905,175




NOTES TO THE PRELIMINARY ANNOUNCEMENT
For the year to 31 December 2007

1. PUBLICATION OF NON-STATUTORY ACCOUNTS
The financial information set out in this preliminary announcement does not constitute statutory accounts
as defined in section 240 of the Companies Act 1985.

The consolidated balance sheet at 31 December 2007 and the consolidated income statement, consolidated
statement of changes in equity, consolidated cash flow statement and associated notes for the year then
ended have been extracted from the Group's 2007 statutory financial statements upon which the auditors
opinion is unqualified and does not include any statement under Section 237 of the Companies Act 1985.

Those financial statements have not yet been delivered to the registrar of companies.
2. BASIS OF PREPARATION

The consolidated financial statements are for the year ended 31 December 2007. It has been prepared
in compliance with International Financial Reporting Standards (IFRS) and International Financial
Reporting Interpretations Committee (IFRIC) interpretations as adopted by the European Union as at
31 December 2007.

In the current year the Group has adopted International Financial Reporting Standards for the first time
and has applied IFRS 1 ‘First time adoption of IFRS’ from the transition date of 1 January 2006.
Please refer to note 33 for the details of the adjustments required to present the accounts under IFRS.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Consolidation

Subsidiaries are all entities over which the group has the power to govern the financial and operating
policies generally accompanying a shareholding of over one half of the voting rights and where
economic benefits are expected to arise to the parent company. The existence and effect of potential
voting rights that are currently exercisable or convertible are considered when assessing whether the
group controls another entity. Subsidiaries are fully consolidated from the date on which control is
transferred to the group. They are deconsolidated on the date control ceases.

The group uses the purchase method of accounting for the acquisition of a subsidiary. The cost of an
acquisition is measured by the fair value of the assets given, equity instruments issued and liabilities
incurred or assumed at the date of exchange, plus costs directly attributable to the acquisition.
Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination
are measured initially at their fair values at the acquisition date irrespective of the extent of any
minority interest. The excess of the cost of acquisition over the fair value of the group’s share of the
identifiable net assets acquired is recorded as goodwill. If the cost of the acquisition is less than the fair
value of the net assets of the subsidiary acquired the difference is recognised directly in the income
statement.

Inter-company transactions, balances and unrealised gains and losses on transactions between group
companies are eliminated assuming impairment reviews have been taken into account.

Joint ventures

A joint venture is a contractual arrangement whereby the Group and other parties undertake an
economic activity that is subject to joint control, which is when strategic financial and operating policy
decisions relating to the activities require the unanimous consent of the parties sharing control. Joint
venture arrangements that involve the establishment of a separate entity in which each venturer has in
interest are referred to as jointly controlled entities.

The Group has been involved in exploration and production of oil and gas through jointly controlled
entities. The Group accounts for its share of the results and net assets of these joint controlled entities
under the equity method.

Under the equity method, investments in joint ventures are carried in the consolidated balance sheet at
cost adjusted for post-acquisition changes in the Group's share of the net assets of the joint venture,
less any impairment. When a Group entity transacts with a joint venture in which the Group holds an
interest, profits and losses are eliminated to the extent of the Group's interest in the relevant joint
venture. Losses of a joint venture in excess of the Group's interest in that joint venture (which includes



any long-term interests that, in substance, form part of the Group's net investment in the joint venture)
are not recognised unless it has obligations or made payments on behalf of the joint venture.

Segmental reporting

A business segment is a group of assets and operations engaged in production that is subject to risks
and returns that are different from those of other business segments. A geographical segment is
engaged in production within a particular economic environment that is different from that in segments
operating in other economic environments.

The Group’s one principal activity is the exploration for and production of oil and gas, which is traded
as a commodity on a world wide basis. This activity is carried out in a single theatre of operations in
North West Europe. The directors do not therefore provide additional segmental reporting.

Foreign currency translation
a) Functional and presentational currency
Items included in the financial statements of each of the Group’s entities are measured using the
currency of the primary economic environment in which the entity operates (the functional
currency). The company’s functional currency and the Group’s presentational currency is Sterling.
b) Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions, and from the translation at reporting period end exchange rates of
monetary assets and liabilities denominated in foreign currencies are recognised in the income
statement.
c) Group companies
The results and financial position of all group entities that have a functional currency different
from the presentation currency are translated into the presentation currency as follows:
i. Assets and liabilities for each balance sheet presented are translated at the closing rate at the
date of the balance sheet;
ii. Income and expenses for each income statement are translated at average exchange rates and;
iii.  All resulting exchange arising from the translation of the net investment in foreign entities are
taken to equity. Differences initially brought to equity are recycled to the income statement on
disposal of the business.

The Group has taken advantage of the exemption in IFRS 1 which allows all foreign exchange
differences on consolidation to be set at zero at transition and the foreign exchange reserve therefore
only shows post transition foreign exchange differences.

Income and expense recognition

Revenue is the fair value of the total amount receivable by the group for supplies of geological and
geophysical services which are provided and billed on an agreed time basis. VAT or similar local taxes
and trade discounts are excluded. The Group do not yet supply oil or gas and hence no revenues yet
result from this.

Interest income and expenditure are reported on an accruals basis. Operating expenses are recognised
in the income statement upon utilisation of the service or at the date of their origin.

Borrowing costs

All borrowing costs are expensed to the income statement as incurred except interest on borrowings to
finance exploration which is capitalised and depreciated with the rest of the costs associated with
viable exploration projects or written off where the project is not deemed viable. After initial
recognition, loans and borrowings are subsequently measured at amortised cost using the effective
interest method.

Business Combinations

In accordance with IFRS 3 Business Combinations, an intangible asset acquired in a business
combination is deemed to have a cost to the group of its fair value at the acquisition date. The fair
value of the intangible asset reflects market expectations about the probability that the future economic
benefits embodied in the asset will flow to the group. Where an intangible asset might be separable,
but only together with a related tangible or intangible asset, the group of assets is recognised as a single
asset separately from goodwill where the individual fair values of the assets in the group are not
reliably measurable. Where the individual fair value of the complementary assets are reliably
measurable, the group recognises them as a single asset provided the individual assets have similar
useful lives.



The intangible asset comprising access rights to the database of seismic information is carried at its fair
value at the time of acquisition. Subsequent to initial recognition, purchased intangible assets are
reported at cost less accumulated amortisation and accumulated impairment losses.

Oil and gas expenditure
*

Capitalisation
Costs incurred prior to acquiring the rights to explore are charged directly to the income statement.

Licence acquisition costs and all costs incurred after the rights to explore an area have been obtained,
such as geological and geophysical costs and other direct costs of exploration (drilling, trenching,
sampling and technical feasibility and commercial viability activities) and appraisals are accumulated
and capitalised as intangible exploration and evaluation (E & E) assets, pending determination.

E & E costs are not amortised prior to the conclusion of appraisal activities. At completion of appraisal
activities if technical feasibility is demonstrated and commercial reserves are discovered, then,
following development sanction, the carrying value of the relevant E & E asset will be reclassified as a
development and production asset and transferred to ‘Property, plant and equipment’ but only after the
carrying value of the E & E asset has been assessed for impairment and, where appropriate, its carrying
value adjusted. If, after completion of appraisal activities in an area, it is not possible to determine
technical feasibility and commercial viability or if the legal rights to explore expires or if the company
decides not to continue exploration and evaluation activities then the costs of such unsuccessful
exploration and evaluation is written off to the income statement in the period the relevant events
occur.

Impairment

When circumstances indicate that the carrying value of an E & E asset may exceed its recoverable
amount an impairment review is performed. The recoverable amount is the higher of its fair value less
costs to sell and its value in use. If the carrying value exceeds the recoverable amount the carrying
value is reduced by writing the difference to the income statement in that period.

3 4

Capitalisation

Development and production (D&P) assets represent the cost of developing the commercial reserves
and bringing them into production together with the E & E expenditures incurred in finding the
commercial reserves previously transferred from intangible E & E assets as outlined in the policy
above.

Development assets are not depreciated until production commences. Depreciation is estimated on a
unit of production method based on commercially provable reserves. The calculation takes account of
the estimated future costs of development of recognised proven and probable reserves, based on
current price levels. Changes in reserve quantities and cost estimates are recognised prospectively from
the last reporting date.

Impairment

An impairment review is performed each year for any indication that the value of the Group’s oil and
gas production assets may be impaired. If the carrying value of the assets is estimated to exceed the
value in use of the assets based on the discounted future cash flows then the excess value is written off
to the income statement in that period.

No allocation has yet been made to development and production assets as appraisal activities are not
complete.

Non oil and gas exploration assets

& !

Property, plant and equipment are recorded at cost net of accumulated depreciation and any provision
for impairment. Depreciation is provided using the straight line method to write off the cost of the asset
less any residual value over its useful economic life. Residual values are reassessed annually.
Depreciation is provided as follows:

Short leasehold improvements 10 years
Fixtures and fittings 3 years



Leases

Finance leases are recognised as being those that transfer substantially all the risks and rewards of
ownership to the lessee. Assets held under finance leases are capitalised and the outstanding future
lease obligations are shown in creditors at the lower of the present value of the lease payments and the
fair value of the assets acquired. They are depreciated over the term of the lease or their useful
economic lives, whichever is the shorter. The interest element (finance charge) of lease payments is
charged to the income statement over the period of the lease and is calculated to produce a constant
rate of return on the outstanding liability.

NOTES TO THE PRELIMINARY ANNOUNCEMENT

For the year to 31 December 2007

All other leases are regarded as operating leases and the payments made under them are charged to the
income statement in the period in which they are incurred. The company does not act as a lessor.

Financial assets
Financial assets consist of cash and loans & receivables. Financial assets are assigned to their different
categories by management on initial recognition, depending on the contractual arrangements.

All financial assets are recognised when the group becomes a party to the contractual provisions of the
instrument and are recognised at fair value plus transaction costs.

Derecognition of financial assets occurs when the rights to receive cash flows from the investments
expire or are transferred and substantially all of the risks and rewards of ownership have been
transferred. An assessment for impairment is undertaken at least at each balance sheet date whether or
not there is objective evidence that a financial asset or a group of financial assets is impaired.

Financial liabilities
The group’s financial liabilities include bank loans and overdrafts, trade and other payables.

Financial liabilities are recognised when the group becomes a party to the contractual agreements of
the instrument. All interest related charges are recognised as an expense in ‘Finance costs’ in the
income statement. This includes the liability element of compound financial instruments.

All loans and borrowings are initially recognised at the fair value of the consideration received net of
issue costs. After initial recognition loans and borrowings are measured at amortised cost using the
effective interest method.

Loans with an option to convert to equity are treated as compound instruments.

Trade payables are recognised initially at their fair value and subsequently measured at amortised costs
less settlement payments.

Dividend distributions to shareholders are included in ‘Other short term financial liabilities” when the
dividends are approved by the shareholders meeting.

Compound Instruments

The component parts of compound instruments are classified separately as financial liabilities and
equity in accordance with the substance of the contractual arrangements. At the date of issue, the fair
value of the liability component is estimated using the prevailing market interest rate for a similar non
convertible instrument. This amount is recorded as a liability on an amortised cost basis until
extinguished upon conversion or at the instruments maturity date. The equity component is determined
by deducting the amount of the liability component from the fair value of the compound instrument as
a whole. This is recognised and included in equity net of income tax effects and is not subsequently
measured.

Equity

Equity comprises the following:

o “Issued capital” represents the nominal value of equity shares.

o "Share premium™ represents the excess over nominal value of the fair value of consideration
received for equity shares, net of expenses of the share issue.

. "Merger reserve" arises on the acquisition of Genesis Exploration and Production Limited by
the Group.

. "Option reserve" represents equity-settled share-based employee and non-employee

remuneration until such share options are exercised.



. "Reverse Acquisition reserve" arises on the acquisition of Zari Resources Plc by the Group.

. "Other reserve" represents the equity portion of the convertible loan note and the premium on
shares issued to PGS on the acquisition of their 50% holding in the joint venture Genesis
Petroleum Europe Limited.

. "Retained earnings" represents retained profits and losses.

Income taxes

Current income tax assets and liabilities comprise those obligations to fiscal authorities in the countries
in which the Group carries out its operations. They are calculated according to the tax rates enacted or
substantively enacted at the balance sheet date and tax laws applicable to the fiscal period and the
country to which they relate. All changes to current tax liabilities are recognised as a component of tax
expense in the income statement.

Deferred income taxes are calculated using the liability method on temporary differences. This
involves the comparison of the carrying amount of assets and liabilities in the consolidated financial
statements with their respective tax bases. IAS 12 ‘Income taxes’ does not permit deferred tax to be
recognised on temporary differences relating to the initial recognition of goodwill or the initial
recognition of an asset or liability in a transaction that is not a business combination and that affected
neither the accounting nor taxable profit.

Provision of deferred tax is required on the unremitted profits of joint ventures and subsidiaries if
either the investor is unable to control the timing of the remittance or it is probable that reversal will
not take place in the foreseeable future.

Deferred tax liabilities are always provided for in full. Deferred tax assets are recognised to the extent
that it is probable that future taxable profits will be available against which the temporary differences
can be utilised. Deferred tax assets and liabilities are calculated at tax rates that are expected to apply
to their respective period of realisation, provided they are enacted or substantively enacted at the
balance sheet date.

Changes in deferred tax assets or liabilities are recognised as a component of tax expense in the income
statement, except where they relate to items that are charged or credited directly to equity in which
case the related deferred tax is also charged or credited directly to equity.

Cash and cash equivalents
Cash and cash equivalents include cash at bank and in hand as well as short term money market
deposits.

Pension payments
The group makes payments to the personal pension plans of employees and directors on a defined
contribution basis. Contributions payable in the year are charged in the income statement.

Provisions, contingent liabilities and contingent assets

Other provisions are recognised when the present obligations arising from legal or constructive
commitments resulting from past events, will probably lead to an outflow of economic resources from
the group which can be estimated reliably.

Provisions are measured at the present value of the estimated expenditure required to settle the present
obligation, based on the most reliable evidence available at the balance sheet date.

All provisions are reviewed at each balance sheet date and adjusted to reflect the current best estimates.
Exploration and drilling operations are generally subject to decommissioning costs at the end of their
producing lives. Provisions in the accounts are made when obligations arise and can be quantified. The
directors do not believe that there is yet a requirement to provide for decommissioning as no
production has been undertaken.

Share based payments

Employee compensation
The group operates equity settled share based compensation plans for remuneration of its employees.

All employee services received in exchange for the grant of any share based compensation are
measured at their fair values. These are indirectly determined by reference to the share option awarded.



Their value is appraised at the grant date and excludes the impact of any non-market vesting conditions
(e.g. profitability or sales growth targets).

All share based compensation is ultimately recognised as an expense in the income statement with a
corresponding credit to the option reserve, net of deferred tax where applicable. If vesting periods or other
vesting conditions apply, the expense is allocated over the vesting period, based on the best available
estimate of the number of shares options expected to vest. Non market vesting conditions are included in
assumptions about the number of options that are expected to become exercisable.

Estimates are subsequently revised, if there is any indication that the number of share options expected to
vest differs from previous estimates. No adjustment to expense recognised in prior periods is made if fewer
share options ultimately are exercised than originally estimated.

Upon exercise of share options, the proceeds received, net of any directly attributable transaction costs,
up to the nominal value of the shares issued are allocated to share capital with any excess being
recorded as share premium.

Services

All goods and services received in exchange for the grant of any share-based payment are measured at
their fair values. Where the Group is unable to estimate reliably the fair value of the goods or services
received, the entity measures the goods or services received, and the corresponding increase in equity,
indirectly, by reference to the fair value of the equity instruments granted, measured at the date the
entity obtains the goods or the counterparty renders service.

Use of accounting estimates and judgements

Many of the amounts included in the financial statements involve the use of judgement and/or
estimation. These judgements and estimates are based on management’s best knowledge of the
relevant facts and circumstances, having regard to prior experience, but actual results may differ from
the amounts included in the financial statements. Information about such judgements and estimation is
contained in the accounting policies and/or the notes to the financial statements and the key areas are
summarised below:

Judgements in applying accounting policies

a) Identification of functional currencies requires analysis of the economic environments of the
subsidiaries of the Group and the selection of the presentational currency must reflect the
requirements of the users of those statements.

b) Capitalisation of exploration costs requires analysis of the technical feasibility and commercial
viability of the project.

Sources of estimation uncertainty

a) Depreciation rates are based on estimates of the useful lives and residual values of the assets
involved. The carrying value of ‘Property, plant and equipment’ is £71,609.

b) Estimates of future profitability are required for the decision whether or not to create a deferred
tax asset. No deferred tax asset is currently carried on the balance sheet.

c) Estimates are required as to asset carrying values and impairment charges.

d) Deferred tax rates for the intangible asset purchased at the time of the business combination are
based on an estimate as to the tax jurisdiction that these will be utilised. (Note 5)



4. LOSS PER SHARE

12 months to

31 Dec

2007

£

Profit for the year attributable to equity shareholders (946,419)
Loss per share

Basic & diluted (pence per share) (0.01)

Shares

Issued ordinary shares at start of the period 52,618,609

Ordinary shares issued in the period 114,381,391

Consolidation 1 for 30 -

Issued ordinary shares at end of the period 167,000,000

Weighted average number of shares in issue for the period. 91,033,391

12 months to
31 Dec
2006

£

(1,825,083)

(3.64)

Shares

1,298,558,263
280,000,007

(1,525,939,661)

52,618,609

50,189,385

The diluted loss per share does not differ from the basic loss per share as the exercise of share
options would have the effect of reducing the loss per share and is therefore not dilutive under the
terms of 1AS 33.

BUSINESS COMBINATIONS

On 4 December 2007 Genesis Petroleum Group Plc acquired the assets of the joint venture
arrangement held by PGS for a consideration of £6.25 million to be satisfied by the issue of 22.7
million new ordinary shares at 25 pence per share in Genesis, and a £575,000 loan note convertible
into 2.3 million shares at the same price. The loan note is unsecured and non-interest bearing. This
transaction is classed as a Substantial Transaction under the AIM rules.

The market price of the Group's shares and the share issue price on the 20 December was used to
determine the fair value of the equity instruments issued.

Following completion of the transaction Genesis has therefore acquired an additional 50 per cent
working interest in UK Block 16/8c which contains an oil discovery, an additional 10 per cent
working interest in Norwegian Blocks 34/8,9&11 which contain a gas discovery and an additional
12.5 per cent working interest in Norwegian Block 33/12. In addition the Company will obtain
significantly expanded licensing rights to PGS seismic data (worth up to US $30 million). The pre-
qualification status of Genesis Europe’s subsidiary, for Norwegian license applications, is not
affected by the transaction.



The additional net assets acquired and the resultant fair value adjustments are shown below:

2007 2007 2007
£ £ £
Book value Fair value Fair value
adjustment
Cash with subsidiary 28,739 - 28,739
Intangible assets 195,677 - 195,677
Intangibles - identified at acquisition - 6,506,451 6,506,451
Property, plant and equipment 19,836 - 19,836
Receivables 1,517,628 - 1,517,628
Trade payables (1,987,834) - (1,987,834)
Deferred taxation - (4,164,128) (4,164,128)
Net assets (225,954) 2,342,323 2,116,369
Goodwill on this acquisition 4,165,211
Consideration 6,281,580
Less cash acquired (28,739)
Net consideration 6,252,841
Consideration satisfied by:
Share issue 5,675,000
Loan note issue 575,000
Cash 31,580
6,281,580

Goodwill has arisen as a result of the recognition of the separable intangible asset identified at
acquisition. A deferred tax liability was created amounting to £4,164,128 based on a tax rate of
62.5% being the average tax rates of Norway (78%) and UK (50%) on exploration profits.

6. CAPITAL COMMITMENTS
As a result of being awarded additional blocks in the North Sea, the Group has committed to
expenditure on acquiring seismic data estimated to cost £3,868,104. Of this total £ 1,950,000 will
be in Norway. It is usual practice that up to 78% if this expenditure is reimbursed by the
Norwegian tax authorities.



