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Egypt oil discovery & valuation recap

Following the recent oil discovery in Egypt, we met with management this week to discuss the
go forward plan in Egypt, the up and coming drilling programme in Romania, and progress on
finalising the MND deal in Ukraine. We came away with the following conclusions:

= The immediate valuation impact of the discovery in Egypt is minimal (4p addition to core
valuation), but it has upside (8p risked / 18p unrisked) and should add momentum moving
into a busy Q4 exploration drilling programme. Regal plans to spud four more exploration
wells (one in Egypt and three in Romania) by the year end offering investors exposure to a
further 27p per share of risked upside (82p unrisked).

= The muted share price reaction to the oil find in Egypt appears to relate to continued
uneasiness over the MND transaction, which in our view, has been misunderstood by the
market. With the shares now trading at around 180p, we believe there is significant near
term upside as the market comes to terms with the valuation impact of the MND deal. We
currently value Regal’s proforma stake in the GOL-MEX & SV fields at 269p on a risked basis
or 299p unrisked. We are therefore maintaining our BUY recommendation and 275p target
price.

Regal hits oil in Egypt: good for sentiment but valuation impact minimal

The ERB-A-1X was essentially a re-drill of a Tullow well drilled in 1995 which failed to flow after
encountering oil shows in an Eocene, fractured limestone interval. Not surprisingly then, the key
pre-drill risk for ERB-A-1X was well productivity and the effectiveness of drilling horizontally into
the target reservoir. On this basis, a flow rate of 1,910 bopd is a decent result and, in our view,
could improve substantially following acid and fracture stimulation.

Our pre-drill estimate of 5Smmbbl recoverable looks about right and values a stand alone, one
well development at 4p per share (see figure 1 below). ERB-A-1X is located less than 1km from
the Ras Budran processing facilities and could be hooked up at low cost (less than US$6m). This
may happen as early as Q1 next year but there is also a bigger prize to consider: the structure
extends southwards (onshore and offshore) into open acreage and could be as large as 50
mmbbls in total.

Apache (on behalf of the JV) is likely to approach the Egyptian authorities regarding an
extension. Encouragingly, the Egyptian authorities have a long history of awarding open acreage
extensions and given Apache's reputation in country, there is a good chance of a positive
outcome. In a success scenario whereby the licence extension is awarded and the whole
structure is proved up, we estimate there is an additional 18p per share of unrisked upside (8p
risked).

MND deal: a recap on the valuation impact

The oil find in Egypt appears to have gone unnoticed amid continued uneasiness over the MND
deal, which we believe has been misunderstood by the market. It is too simplistic to value
Regal’s pro-forma stake (50%) on the basis of what MND are spending to acquire their share
(50%) in the project. The respective working interests are the same, but clearly the value of the
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project is going to be significantly less for MND than it is for Regal. MND s putting up
all the risk capital, whereas Regal is getting more or less a free carry. The price being
paid by MND reflects this fact. The correct way to value Regal's pro-forma stake is to
model the impact of the deal on future cash flows, and on this basis, our risked
valuation remains largely unchanged (see figure 1 below).

The disappointing share price performance since the deal relates primarily to the
difficulty in seeing a clear read-through value for the project, however, it may also
reflect some over inflated expectations ahead of the announcement. Nevertheless, we
have always said that Regal requires a partner to develop its Ukrainian fields and
therefore the importance of this deal should not be underestimated. The project is not
without risk and requires deep pockets than Regal’s to take it through to the point
where it becomes cash flow positive.

The choice of MND as a partner retains the maximum amount of upside for
shareholders, and aligns Regal with a company that is focused on extracting value
from the project in a timely manner. There were other offers on the table which may
have had a more dramatic impact on the share price in the short-term, but at the very
least, the timetable for the development would have slipped, and in the worse case,
the project could have found itself “parked” in a cul-de-sac if the Ukraine happened
to slip down the investment agenda of the major in question.

Valuation summary

The two tables below summarise our current valuation and are the basis behind our

275p price target.
_Figure 1: Core valuation
Unrisked Risked
Field name Interest  Mboe(1)  US$/boe US$m p/share CoS(2)  Mboe(1) US$m p/share
GOL-MEX & SV fields (pro-forma) 50% 85 10.1 853 299 90% 76 768 269
ERB "A field" base case 25% 2 7.2 1 4 100% 2 " 4
Oil & Gas Assets 86 10.0 864 303 78 779 273
Add: cash balance (Dec, 2006) 13 5 13 5
Add: options & warrants 1" 4 1"
Deduct: exploration costs (7) (2) (7 (2)
Core Asset Value 881 309 796 279

Source: Mirabaud Securities Ltd; Regal Petroleum; Ryder Scott

Figure 2: Exploration and appraisal upside

Unrisked Risked

Licence / Prospect Interest  Mboe(1)  US$/boe US$m p/share CoS(2) Mboe(1) US$m p/share
ERB - “A field” upside 25% 11 4.7 53 18 45% 5 23 8
ERB - Prospect B 25% 3 5.1 13 4 25% 1 1
Suceava - Dornesti Prospect 50% 1 1.1 9 3 33% 0 1
Barlad - Prospect RBN-3 100% 13 1.1 138 48 33% 4 46 16
Barlad - Prospect RBN-4 100% 7 11.1 74 26 33% 2 24 9
Exploration upside 34 8.5 287 100 12 99 35

Source: Mirabaud Securities Ltd; Regal Petroleum; Ryder Scott
(1) Million barrels of oil equivalent, net to RPT
(2) CoS = Chance of success
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RECOMMENDATIONS HISTORY

Market index FTSE AIM O&G

Date Market Stock Target Opinion
Index Price Price
level (p) (p)
15" May, 2007 5162.49 162p 275p BUY
25" June, 2007 5470.78 225p 275p BUY
14" Sept, 2007 5323.25 214p 275p BUY
26" Sept, 2007 5390.49 180p 275p BUY

RATINGS, CERTIFICATION AND DISCLOSURE

RATINGS SYSTEM

BUY: The stock is expected to generate absolute positive price performance of over 20% during the next 12 months.
ACCUMULATE:  The stock is expected to generate absolute positive price performance of 10-20% during the next 12 months

NEUTRAL: The stock is expected to generate absolute price performance of between 10% positive and 10% negative during
the next 12 months.

REDUCE: The stock is expected to generate absolute negative price performance of 10-20% during the next 12 months

SELL: The stock is expected to generate absolute negative price performance of over 20% during the next 12 months.

RISK Qualifier:  Speculative

Stocks bear significantly higher risk that typically cannot be valued by normal fundamental criteria. Investments in the stock may result
in material loss.

INVESTMENT ANALYST CERTIFICATION

All research is issued under the regulatory oversight of Mirabaud Securities Limited

Each Investment Analyst of Mirabaud Securities Limited whose name appears as the Author of this Investment Research hereby
certifies that the recommendations and opinions expressed in the Investment Research accurately reflect the Investment Analyst's
personal, independent and objective views about any and all of the Designated Investments or Relevant Issuers discussed herein that
are within such Investment Analyst's coverage universe.



INVESTMENT RESEARCH DISCLOSURES

The following disclosures relate to this document: 3,8
1. This is a commissioned or a non-objective research note/comment.
2. Inthe past 12 months Mirabaud Securities or its affiliates have had corporate Finance mandates or managed or co-managed

a public offering of the relevant Issuer's securities or received compensation for Corporate Finance services from the Relevant
Issuer, excluding acting as a corporate broker, on a retained basis, for the Relevant Issuer.

3. Mirabaud Securities expect to receive or intend to seek compensation for Corporate Finance services from this company in
the next 6 months, excluding acting as a corporate broker, on a retained basis, for the Relevant Issuer.

4. The Investment Analyst or a member of the Investment Analyst's household has a long position in the shares or derivatives of
the Relevant Issuer.

5. The Investment Analyst or a member of the Investment Analyst's household has a short position in the shares or derivatives
of the Relevant Issuer.

6. As of the month end immediately preceding the date of publication of this report, or the prior month end if publication is
within 10 days following a month end, Mirabaud Securities and/or its affiliates beneficially owned 5% or more of any class
of common equity securities of the Relevant Issuer.

7. A senior executive or director of Mirabaud Securities, or a member of his / her household, is an officer, director, advisor, or
board member of the Relevant Issuer and/or one of its subsidiaries.

8. Mirabaud Securities acts as corporate broker, on a retained basis, for the Relevant Issuer.

The Investment Analysts who are responsible for the preparation of this Investment Research are employed by Mirabaud Securities
Limited a securities broker-dealer. The Investment Analysts who are responsible for the preparation of this Investment Research have
received (or will receive) compensation linked to the general profits of Mirabaud Securities Limited.

Copies of the Mirabaud Securities Policy on the Management of Material Interests and Conflicts of Interest in Investment Research can
be obtained from the Mirabaud Securities Compliance Department by emailing compliance@mirabaud.co.uk

DISCLAIMER

ISSUED BY MIRABAUD SECURITIES LIMITED, A COMPANY AUTHORISED AND REGULATED BY THE FINANCIAL
SERVICES AUTHORITY. A MEMBER OF THE LONDON STOCK EXCHANGE

© Mirabaud Securities Limited. All rights reserved. Any unauthorised use or distribution is strictly prohibited. This document has been
prepared and issued by Mirabaud Securities Limited or its associated companies and has been approved for publication in the United Kingdom
by Mirabaud Securities Limited, a private limited liability company authorised and regulated by the Financial Services Authority. This document
is distributed in Hong Kong by Mirabaud Securities (Asia) Limited, which is authorised as a licenced dealer in securities and regulated by the
Hong Kong Securities and Futures Commission. Neither the information nor the opinions expressed in this document constitute or intend to
be an offer, or a solicitation of an offer, to buy or sell relevant securities (i.e. securities mentioned herein and options, warrants, or rights to or
interests in any such securities). The information and opinions contained in this document have been compiled from and based upon generally
available information which Mirabaud Securities Limited believes to be reliable but the accuracy or completeness of which cannot be
guaranteed. All comments and estimates given are statements of Mirabaud Securities Limited’s or an associated company’s opinion only and
no express or implied representation or warranty is given or to be implied there from. All opinions expressed herein are subject to change
without notice. This document does not take into account the specific investment objectives, financial status, attitude to risk or any other
specific matters relevant to any person who receives this document and should therefore not be used in substitution for the exercise of
judgment by such person. Neither Mirabaud Securities Limited nor any associated company accepts any liability whatsoever for any direct or
consequential loss arising from the use of its advice or research publications save where such loss arises as a direct result of Mirabaud
Securities Limited’s or an associated company’s negligence. Research publications are issued by Mirabaud Securities Limited or an associated
company for private circulation to market counterparties, intermediate customers and professional advisers, (“its clients”), and specifically not
to private or retail customers. They may not be reproduced, distributed or published by you for any purpose except with Mirabaud Securities
Limited's express written permission. Mirabaud Securities Limited, an associated company, or their employees and officers may have a holding
(long or short) in an investment which it knows will be the subject of a published research recommendation to clients. It may also have a
consulting relationship with a company being reported on. Mirabaud Securities Limited or an associated company may also act as agent of its
clients and may have or have undertaken transactions in investments covered by this document prior to your receipt of it. Additional
information on the contents of this report is available on request. Not for release, publication or distribution, directly or indirectly, in or into
the United States of America.



