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Company Information

We are an international
oil and gas exploration
and production company
headquartered in London
and listed on the London
stock exchange.

The Company has designated
core areas in South East
Asiaand Africa and employs
a strategy for building
shareholder value through a
portfolio of oil and gas assets.




$0C0 faternations! pic 01
Annzal Report and Accoants 2009

2009 Highlights
$Millions 2009 2008 2007
Profit For The Year From
Continuing Operations 51.1 30.6 (8.9)

2010 Outlook

Net Cash From Operating Activities 772.0

451

490

Cash, Cash Equivalents and
Liquid Investments 307.6

303.4

683

Net Assets 763.3

7104

329.0

 Significant portfolio de-risking

e Exploration will focusupon new

targetsin Africa

* Reserve growth anticipated from

Vietnam where we begin our
largest ever development and

appraisal programme
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SOCO Around
the World

Africa

Congo (Brazzaville)

Block: Marine XI

Location: North Congo Basin, offshore

Congo (Brazzawile)

Operational phase: Exploration/apprassal
S0CO interest SOCO EPC (29% — Operaton)
Project partners: Lundin Petroleum (18 75%),
Raffia Qil (18 75%), SNPC (15%), AOGC (10%),
Petrovietnam 8 5%

Block: Marine XIV

Location: North Congo Basin, offshore

Congo (Brazzawille)

Dperational phase: Exploration

S0CO interest: SOCO EPC (29 4% — Operator)
Project partners: Lundin Petroleusm {21 55%),
Raffia Onl {21 55%), SNPC (15%)}, PA Resources
Congo (12 5%)

DR Congo (Kinshasa)

Block: Nganzi

Location: North Congo Basin, onshore

western DAC

Operational phase: Exploraton

SOCO interest SOCO EAP DRC (85% — Operaton)
Project partner: Cohydro (15%)

Blodk: Block S

Locztion: Albertime Graben, onshore eastem DRC
Operational phase: Explorabon

SOCO interest SOCO E&P DRC (38 25%)

Project partners: Domureon Petroleum

(46 75%~0perator), Cotrydro (15%)

Angola

Block: Cabinda Onshore North Block
Location: North Congo Basin, onshore

western Cabinda

Operational phase: Block evaluaton/explorabon
SOCO Interest SOCO Cabmda (17%)

Project partners: Sonangol PEP (20% — Operaton),

tnterod {11%), Petropars (10%), Teikoku 0il (17%),
Angela Consulting Resources (15%),
ENI Angola {10%)

South East Asia

Vietnam

Block' 9-2, operated by the Hoan

Vu Joint Operating Company

Location: Cuu Long Basin, offshore south

east Vietnam

Operational phase: Field development/production
SOCO Interest SOCO Vietnam (25%)

Project pariners: Petrowietnam (50%),

PTTEP (25%)

Block. 16-1, operated by the Hoang
Long Joint Operating Company
Location: Cuu Long Basin, offshore south

east Vietnam

Operational phase: Apprasalffield development
SOCO interest: SOCO Vietnam (28 S5%),

OPECO Vietnam (2%)

Project partners: Petrovietnam (41%),

PTTEP (28 5%)

Thailand

Block: Bualuang field Block B8/38
Locatior: Westem Basin, offshore Thaitand
Operational phase: Feld development/production
SOCO interest SOCO Tha (40%)

Project partner: Salamander {60% — Operator)
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Recognising Opportunity

By cultivating relationships
and having early access into
regions, projects or situations
where there is potential to
create significant upside
through the Company's
particdpation.

Capturing Potential

By adding the Company’s
managerial, technical and
commercial expertise to
progress activities through
the formative stages or
through periods of difficulty.

Realising Vahie

By locking in returns,
regardless of the phase of
the project life cycle, once
the Company’s capability to
add value begins to diminish.
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South East Asia

The TGT field offshore Vietnam
is targeted to come on stream in
mid-2011

see page 15




Africa

The most prolific drilling campaign in
the Company'’s history began in late
2009 with exploration/appraisal
drilling offshore Congo (Brazzaville)
see page 19
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Africa

Exploration on the Nganzi
Block onshore DRC is targeting
estimated recoverable reserves
of 600 million barrels

see page 20
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Chairman and
Chief Executive’s
Statement

From left
Ed Story
President and Chuef

Run de Sousa
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Dear Shareholders

S0CO enjoyed a great deal of success in 2009,
delivenng record profits on continuing operatons,
obtaiming government sanchoning of the Group's
largest development project and ending with
recard year end cash, cash equivalents and kqund
investments balances Even with 2l of thes, from a
news flow perspective, the past year may seem to
have been anbcimactc However, the Group was
gathenng momentum dunng 2009 towards the
taunch of an exciting exploration campaign in
both core areas, Afnca and South East Asia, Even
so, the actwty smee irbiating this programme in
September 2009 has been frachonal compared
wath the significant portfolio de-nsking due to
occur thes year

SOCO hasbeen
gathering momentum
in 2009 towards an
exciting exploration
campaign

The exploration campaign will focus upon new
targets m Afnca. Reserve growth coutd also
come from the apprassal programme mn Vietnam
where we begm our largest ever development
programme tn the Te Gsac Trang (TGT) fiedd and
dnll a promising follow-up well to the 2008 Te
Giac Den (TGD) discovery well

Financial and Operating Results

The 2009 financiat statements report the first
return to a fufl year of production operations since
2007, foflowing the sale of the Group’s Yemen
asset in Apri 2008 Thes resutted m record
revenues, operating profits and profit after tax
{excluding dispesals) The Group's balance sheet
strengthened further, ending the year with a cash
batance (inctuding liquid investments) higher than
at the beginning of the year Moreover, early in
2010 we raised an additional £99 2 miffion net
from a share placmg which will, with our existing
funds and operational cash flows, underwrite the
current explorabon and development programmes
regardless of the number of bonds that may be
redeemed in May of 2010

After tax profit of $51 1 million (2008 - $30 6
million from continuing operations} demonstrates
the impact of a full year's eamings from the
Group’s two new producing assets in its South
East Asla portfolio This was aclueved even
though production from the Ca Ngu Vang (CNV)
field was curtailed in order to marntain reservoir
pressure prior to the commencement of water
myection Total producton net to the Company’s
workenyg interest averaged 6,415 barrels of ol
equivalent per day (BOEPD) from both assets, on
par with the 2008 producton average over the
penod from start up of production operations

Cash flows from operating activibes of $77 0
million (2008 — $45 1 mullion) were in excess

of 2009 capital expendrture of $73 9 milkon
{2008 — $217 6 million) contnbuting to a year
end cash, cash equivalent and hquid investments
balance of $307 6 millton {2008 - $303 4 million)
This combined with net funds raised of £99 2
million from the share placing in January 2010
provides the Company wath a strong posstion to
fund its curent exploration, appraisal and
development programmes.

Due to the continuing need to finance current and
future exploration, apprassal and development
projects, the Board of Directors are not
recommending the payment of a dvdend

S77.0m

Cash flows from operating activities

2009 Operations Review

South East Asia

Vietnam - Block 16-1

During 2009, the 3D seismc over the TGT and the
TGD fields in Block 16-1 offshore Vietnam was
reprocessed, yelding encouraging results for both
projects TGT, whuch the Vietnamese Government
sanchoned for development during the year, 1s
targeted to come on stream m mid-2011 at
approxamately 50,000 BOEPD Pre-development
activiies commenced dunng 2009 with the
ordering of long lead items, commencing
fabncabon of the unmanned platform for Phase |
development and tendenng bids for apprassal
dnfting A follow-up apprassal well to the TGD
discovery 1s expected to be dnlted in the second
or thard quarter of 2010 following Government
approval of the Apprassal Area dunng 2009

Vietnam -Block 9-2

The soxth and final well i the imittal CNV
devetopment dnltng programme was dnited
earty in 2009 Production has been temporanly
scaled back in order to maintain adequate
reservorr pressure pending the intiation of water
mjection following the dniling of an injector well
and sidetrack to a current producer in the first
half of this year Production in 2009 from the
CNV field averaged 2,848 BOEPD net to SOCO's
worlang mterest.
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Chief Executive’s

Statement

continued

Thailand

Two honzontal wells were dnilled on the
Company's Bualuang field in Thaitand in the

first half of the year in order to maximise oil
production ang minimise water production
Following this work, SOCO has booked additional
reserves in fine with thase of the operator’s
independent resarvoir engineers’ assessment.
Further development drilling activity is planned
for 2010 A 3D seismic acquisrbon covenng 384
square kilometres was completed in the first
quarter of 2010 to further evaluate the field
Production from Buatuang in 2009 averaged
3,567 barrels of oil per day (BOPD) net to SOC0's
working interest.

Africa

Republic of Congo (Brazzaville)

The Company dnlled its first two wells in its
Africa regien in the second half of 2009, both

in the Company's Marine Xl licence, offshore
Congo (Brazzawlie) The Liyeke Manne 1, a low
cost wildcat well, targeted the Sendji Formation
but was found to be water satyrated and was
subsequently plugged and abandoned The
second Manne X1 well, the Viodo Marme 4,

was a vertical well apprarsing the 1986, o rich,
although structurafly complex, discovery Two
dnll stem tests were completed resutting in a
combined maxamum flow rate of approxamately
2,600 80PD and 7 0 million standard culxc feet
of gas per day The results of the well and
associated reprocessed 3D setsmic are curmently
being incorporated into a model to assess the
commerciafity of the accumutation.

S51.1m

tn the first quarter of 2009, SOCO receved
Cangolese Govemnment approval to farm-tn

as operator to the offshore Manne XIV Block
adjacent to the Group's operated Manne X3 Block.
Subsequently, a 100 square kiometre mutt-
azmuthal 3D sersmuc campaign was completed
and 1s currernttly betng interpreted ahead of
SOC0's first Manne XIV well

Democratic Republic of Congo
(Kinshasa) (DRC)

Dunng 2009, the Company cortinued
interpretation of the 360 kilometra 2D seismic
on the Nganzi Block that was acquired in
2008, identitying several major structures In
antaipation of drilling two or three exploration
weils in 2010, the Group began construction
of roads, bridges and a base camp to facilitate
dnlling in previously inaccessihle areas

SOCO hopes to broaden its portfofic m DRC,

with its application for a licence over Block 5, n
the Albertine Graben in eastemn DRC, pending a
Presidential Decree and an application submitted
for a large intenor block.

Angola

Due to recent secunty incrdents in Cabenda North
the planned 2009 2D and 30 setsmic campagn
was suspended by the operator of the Block. The
operator currently expects ths to resume 1n the
first hatf of 2010

Corporate

Share Placing

In January 2010, the Company successfully
placed 7,234,347 new ordinary shares of 20
pence each at a price of 1410 pence per Placing
Share (the Placing Price) Based on the Placing
Price, the gross proceeds of the Placing were
£102 0 million {3166 0 mdlion) The proceeds
of the placing further reinforce the Group's
balance sheet ahead of a penod of significant
expenditure on the TGT development and
exploration in Afnca Further detads can be
found in the Financial Review on pages 22 to
25 and in Note 32 to the financial statements

The Board

As previeusly reported, Mr John Snyder, a
Director since the Company’s mnital isting on
the London Stock Exchange, retired from the
Board at the 2009 Annua! General Meeting

In June, SOCO announced the appointment

of Ambassador Antdnio Montero as a
Non-Executive Director Ambassador Monteiro
was appointed to serve on the Audit and
Remuneration Commuttees In August, the
Company announced the appomtment of Dr
Mike Watts as a Non-Executive Director Dr
Watts was appointed to serve on the Audit
and Nominations Committees Ambassador
Monteiros extensive expenence 1n the countnes
in which S0CO has built ts newest core area
in Africa and Dr Watts’ extensive expenence In
the o1l and gas industry has added significant
and complementary skills to the Board

Further detals can be found i the Annual Report
of the Drectors on pages 36 to 39 and in the
Corporate Governance Report on pages 40 to 47

Outlook

There 1s itfle question of the significance of

the 2010 dnling programme as the Company
will de-risk a substantial portion of its portfolio
The potential for material reserves upgrades
cannot be discounted assuming even modest
drilling success in the exploration and apprassal
programme

2010 willbe an
eventful year

Notwathstanding the risks associated with
exploration drifling in our sector, we believe we
have taken gll of the necessary steps to maximise
our success ratio for exploration and appraisal
drifling, whech has averaged over 60% since our
fisting Inthe event that all of the frontier
exploration proves unsuccessful, an already
proven oll field in Vietnam coutd provide
considerabis upside just from the appraisal/
development drifling alone

With our most active dnlling programme offenng
the mostupside poteritial in terms of adding
reserves Just ahead for us, 2010 will be an
evertful year While past performance i1s no
guarantee of future success, given SOCO's track
record on delivening developmen? projects on tme
and to budget and s previous drilling success
rato we are confident that we will be able to

report signeficant progress dunng 2010 and in
the next annual report.

ol /

Rul de Sousa
Chainman

TPRBE

President and Chief Executive Officer
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Review of
Operations

During 2009,

SOCO prepared for
and launched the
most active drilling
programme in

its history

Antony Marrs.
Operabons and Produchon
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Review of

Operations
South East Asia
continued

First ol ts targeted for rmd-2011 wath production
from thes first phase of development expected to
be approximately 50,000 BOPD Tenders for a
number of long lead items have been issued and
fabricaton 1s underway on the rwhal unmanned
platiorm to be installed on the northemmest H1
fault biock. Dniling of the mitsal development/
apprasal wells will Degan shortly after this
platiorm 15 installed i June/hdy of ths year

Final negotiatens for the ficating, production,
storage and offlcading vessel — the primary
cntical path tem for meeting the first ofl date -
were concluded in the fourth quarter of 2009

TeGlac Den

The TGD Apprarsal Area encomgpasses 150 square
kilometres mclding the fugh pressure, lugh
temperature discovery well, TGD-1X-ST1, on
Prospect E and the analogous E South Prospect
This area borders the southem boundary of the
TGT field

The apphication for the Block 16-1 TGD Appraisal
Area and work programmes was approved

by Petrovietnam m Jamsary 2009 and the
subsequent Vielnamese Government approval
was received in April 2009 The apprasal

penod expires at the end of 2010 Durmg the
interverung penod, the contracting parties will
attempt to demonstrate commercialily of the
tutal TGD discovery, winch would then lead

to an apphcation for field development.

A dnlling ng surtable for deiflng m high pressure/
high temperature ervironments was contracted
n February 2010 The wef 15 expected to spud
as soon as pracicable after the end of the
northwest monsoon season m Vietnam and
following a site survey and sourcing of
specialised welthead equpment.

Key Performance Indicators
2009 2008 2007
Producton {boepd) 6,415 4464 6316
Total proven and probable reserve additrons (nmboe) 34 250 26
Proven and probable reserves (nmboe) 1425 1441 1609
Ses the Fve Year Summary on page 82 tor defindtions
Vol Trang
The inita! applicabon for the Vor Trang appraisal
area that encompassed the discovery well and
several adjacent leads covering an area of
approximately 100 square kalometres was
approved by Petrovietnam in January 2009
However, following an assessment of the
commercialty of the previous discovenes in
the awarded area, the HLJOG opted to relinquish
this area Petrovietnam ssued a formal approval
of the relinguishment in July 2009
CNV production net to the Group's workang
- interest averaged 2,848 BOEPD for 2009
Production was suspended in late December
Total production net D
Y 1 2009 as aroutine ceaning of the production
_to the Group S worklng fine connecting the CNV platform to the Bach
interest during 2009 Ho producton patform resulted in a pipeline
nspection gaugs becoming stuck in the fine
was 6'415 BOEPD Production resumed in earfy February 2010
Thailand
Block 9-2 Field
Ca Ngu Vang S0CO's 99 3% owned Thalland subsidiary,

Development on Ca Ngu Vang (CNV) continued into
2009 after first ol was achieved the previcus

year The sixth and final weil in the initial phase of
devetopment dnliing, the CNV-6P, was dniled dunng
the first quarter Since the efficient explodation of
thes Basement field requires early water fiooding
to reach a plateau production and avod gas
breakthrough, the arigmal development concept
was to water ficod the eastem flank of the
structure Because the fracturing m the eastem
flank of the fiedd of the Basement reservor 1S not
as intense as that indicated by wells drilled in
other parts of the structure, a dnilling programme
13 being finalised to drill a well tn the western part
of the field to be converted to a water injector

and to sidetrack a current producer to increase
production In the intenm, produchon has been
scaled back pending the mrtabon of water mgecton
n order to mantain adequate resesvoir ressure

Negotiatons for a ng to conduct the development
dnliing are currently being finalised it s possible
that the same ng could be tater ulibsed to dnll tn
the TGT field Dnlling 1s anticipated to commence
on CNV late in the first quarter or early in the
second quarter of 2010

$0C0 Exploration (Thailand) Co Ltd , holds a
40% interest in the Bualuang field located in
Block B8/38, offshore in the Gulf of Thalland

Dunnyg the first half of 2009, the operator dnlled
wo honzontal athc wells in the Bualuang field
and reported a reserves upgrade The two wells
were dnlled to maxamuse ol production from the
sirong water dnven reservoir, whilst minimrsing
producton of water In the reserves upgrade, the
operator reported a nse from 20 million gross
proven and probable barrels of o1l at 1 January
2009 to 26 3 million gross proven and probable
barrels of ol recoverable

A 384 square Yalometre 30 seismic programme
was acqured in the first quarter of 2010 The
programme Is atended to evatuate addibional
exploraton potential wathin the Block as well as
to enthance understanding of the field Additional
development drilling ts anticipated in the
upcoming year to mamtam produchon levels
and to efficently exploit the field

Bualuang production net to the Group's working
mterest averaged 3,567 BOPD for 2009
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Phasell development
drilling in the CNV
Fieldis set to beginin
the first half of 2010
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| South
East Asia

During 2009, SOCO prepared for and launched
the most active dnlling programme m s history
Sutyect to farm-out discusstons and crifical
equipment availability, the programme continues
vath a dnliing campaign in the Cuu Long Basin
offshore Vietnam to apprarse and prove up
sigrrficant additional reserves, two to three
highimpact exploration wells on the Nganz
Block onshore the Democratic Republic of
Congo (Kinshasa) and two exploration wells

in the Congo Basin offshore the Republc of
Congo (Brazzaville), one on the Marine X1 Block
and one on the Manne XIV Block.

The potental impact on reserves and production
from the current development, apprasal and
exploration programme 15 [arger than anything
undertaken by the Company to date

The current
programme is larger

than anything
undertaken to date

Total produchon net to the Group's workang
mterest dunng 2009 was 6,415 barvels of o1l
equivalent per day (BOEPD) sourced from its
South East Asia operations compared

with 2,533 BOEPD produced from these
conbinuing operations in 2008 Thes increase
reflects a fudl vear of producton in Vietnam
and Thailand compared with five and four
months, respectively, in 2008

Vietnam

S0CO's Block 16-1 and Block 9-2 projects in
Vietnam are in the oil rich Cuu Long Basin, which
is a shallow water, nearshore area defined by
several high profile producing oil fields, the
largest of which hag been the Bach Ho field,
which 3 located between our two Blocks and
has produced more than one bilfion barrels of
oil to date The projects are operated through
non-profit Joint Operating Compames {JOCs)
wheretn each participating party owns shares
equivalent to its respective interests in the
Petroleum Contracts (PCs) covering the projects.

The Company's interests are held through its
80% owned subsidiary SOC0 Vietnam Ltd (SOCO
Vietnam) and through 113 100% ownerstup of
OPECO, Inc SOCO Vietnam holds a 25% working
interest in Block 9-2, which ts operated by the
Hoan Vu JOC (HVJOC) and holds a 28 5% workang
interest in Block 16-1, which ts operated by the
Hoang Long JOC (HLJOC) OPECO, Inc holds a
2% working interest in Block 16-1

Block 16-1

Reprocessing of a 3D setsmic gnd over the
farway that includes both the Te Grac Trang (TGT)
and Te Giac Den (TGD) fields was completed
dunng the second half of 2009 The iutal
mterpretation was encouraging for both progects
Whereas the discovery wells on TGT were dnlled
based on tme migrated seismic, future wells will
be positoned using the newdy reprocessed, depth
migrated seismic

Inrhal interpretation of the improved TGT
pre-stack depth migration data set suggests that
the struchural crests of the TGT fault blocks are
further east than onginally mapped Thus, the
seven exploration/appraisal wells drilled to date
in the field, with an averaga oil and gas flow of
approxmately 11,300 barrels of ol per day '
(BOPD) per well, prowide greater structural control

and suggest improved resuits in development

wells dnlled up-dip of the existing wells

Earty conclusions from the seismuc reprocessed
over TGD show improved continuity at the
reservorr level over the structure and support the
previous Interpretation of the reservair deposition
Detailed mapping ts underway to select the
apprassal well locaton Dnlling 1s planned for

the first half of 2010

TeGiar Trang

The Company was granted approval from
Petrovietnam, the Vietnam nahonal ol company,
of the Held Development Area for the TGT field
m May of 2009 and, subsequently, Petrovietnam
assumed funding of s 41% share of
development costs as of 1 July 2009 In
September, the Company was wformed that the
Minestry of Industry and Trade, on behaif of the
Vigtnamese Government, had approved the
Development Plan for the TGT field




Africa

Republic of Congo (Brazzaville)
The Group's 85% owned subsidiary, S0CO

Exploration and Production Congo SA (SOCQ EPC),

holds interests in and ts the designated operator
of both the Manne Xl (29% working interest) and
Marine XIV (29 4% working interest) Blocks
offshore Congo (Brazzawille)

Marine Xa

The Manne Xl Block i located adjacent to the
ooast in the Lower Congo Basm, offshore Congo
(Brazzawille), in shallow waters wth depths
ranging up to 110 metres and covering
approximately 1,400 square kilomelres. A two
well drilling programme was conducted in the
second half of 2009

Liyeke

The Liyeke Manne 1 {LYM-1), a low cost wildcat
well, was spudded on 22 August 2009 The
LYM-1 well targeted and encountzred the
Sendy (post-saffy Formabion on the previcusly
designated S1 prospect On reaching target
depth, the reservour was found to be water
saturated A 62 metre heavy oil column was
encountered m the overiving sediments, but
log and sample data indicated that the oil
would not fiow Accordingly, the well was
plugged and abandoned after reachmg a
tota! depth of 1,140 metres.

The outcome of this well has no beaning on
the post-sait prospects to the south and west
of the Liyeke Marine well where the safts
thinner and discontinuous and will allow
migration from the pre-salt scurce rocks.
More importantly, the well has no mpact on
pre-salt prospects where source rocks are
adjacen! o the prospective reservous.

Viodo

The second well to be dnlled on Marine X, the
Viodo Manne 4 verhcal apprarsal well (VIM-4),
was spudded on 17 September 2009 The
VIM-4 well was an appraisal of the 1886 Viedo
oll discovery which Lies in some 65 metres of
water and contains oil m the Toca Formation,
a lacustrine carbonate dsveloped below the
regional salt horizon Three of the four existing
wells drilled during the period 1986 to 1990
successfully tested oil, but also showed the
accumutation to be geologically complex

The seismicis
currently being
interpreted ahead
of SOCO's first well
on Marine XIV

The Company’s cbiectives in dniling the VIiM-4
well were to further delineate the field, gather
data that would allow reprocessing of the 3D
setsmic in order to map the distribution of
reservorr quality imestone and to test the
effectiveness of a completion strategy that coutd
be apptied to tugh angle development wells.

The Company completed two dnll stem tests
(DSTs) resulting tn a combined maxmum flow
rate of approximately 2,600 BOPD and 7 O nulion
standard cubic feet of gas per day (MMSCFD)

The first DST from the deeper carbenate section
between 2,240 to 2,273 metres flowed at inthial
post-acud rates of approximately 2,600 BOPD and
2 5 MMSCFD on a 3/4 inch choke Flow rates
stahilised at approxmatety 1,100 BOPD on a 1/2
inch choks after an approxxmate seven hour flow
penod A test of the upper carbonate section,
between 2,205 and 2,230 metres, flowed at
post-acd rates of approximately 4 5 MMSCFD
The resutts of the well and the reprocessed
seismic are bemg meorporated into a 30 mode!
that will be used to assess the commerciality of
the accumulaton

Marine XTIV

In March 2009, requlatory approval was received
from the Government of Congo (Brazzawille) for
SOCO EPC's farm-in to the Manmne XIV Block
located i the Lower Congo Basin in shallow
water, adacent to the Company's Manne X1 Block,
The famtn to the three discontinuous sections of
Manne XV was pursued to complement SQC0's
activty, both operationally and technically
Prewious exploration activity on the Block has
resuited m some of discovenes

As operator, S0C0 EPC has since completed a
100 square kitometre muth-azimuthal 3D seismic
programme The sersmic 1S currently being
interpreted ahead of SGCO's first well on

Manne XN
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Operations

Africa
continued

Democratic Republic of Congo
{(Kinshasa) (DRC)

The Group's 85% owned subsidiary, SOCO
Exploration and Produchon DRC Spr (S0CO E&P
DRC), holds the Group's interests in the DRC

Nganzi

The Nganzi Block covers 800 square kilometres,
onshore westem DRC SO0CO E&P DRC s the
designated operator with an 85% workang
interest. Cohydro, the state owned o company,
holds the remaming 15% miterest.

Inihal interpretation of the processed sersmic

from 2 2008 360 kilometre 2D setsmic acquosition

programme has been very encouraging. Several
large stuchares have been wdentified and two o

three exploration wells are planned for the second

half of 2010

Farm-out discussions are underway with other
parties, who have interests m the region, but the
Company has not nded out conducting the drlting
programme without addibional partners.

Block 5

S0CO E&P DRC holds a 38 25% parbcipating
interest m the application for Block 5 located n the
southern Albertme Graben in eastern DRC adjacent
to the border with Uganda where there have been
recent discovenes in the same basti The Block,
award of which 1s pending a Presidential Decree,
covers an area of 7,105 square kilometres,
encompassing part of Lake Edward

Several large
structures have been
identified and two or
three exploration
wells are planned for
the second half of
2010 onshore DRC

The Company has also submitted an application
for a large mterior block. Finalisation of any
awards appear to be awaiting resoluhon of the
award of Blocks | and il that directty offset
discovenes n the rorthem part of the basin in
Uganda The tming of finalising any award 15
tmpossible to determine at this tme

Angola

Cabinda North

S0CO Cabinda Limited, the Company's 80%
owned subsidiary, holds a 17% participating
mterest m the Production Shanng Agreement for
the Cabanda Onshore North Block in the Angolan
enclave of Cabmda. The 1,400 square kilometre
Catunda North Block, operated by Scnangol, 1s
bordered m the north by Congo (Brazzaville) and
m the south and east by the DRC

The contractor that conducted the seismic
programme on the Ngana Block was mebilised
n tate 2009 to acquire both 20 and 3D sesmic
m Catancia North. However, there have been
multrple secunty incidents tn the region the latest
of winch, though unretated to the project, led to

suspension of the sesmic acquisstion programme

n Jammary 2010 No Company personnel have
been directly affected thus far No dnlling s
antcipated m Cabinda dunng 2010

——
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Financial
Review

The record revenues,
operating profits
and profit after tax
further underpin
the Group's balance
sheet strength

Roger Cagle

Deputy Chwef Execufive
and Chwef Financeal Officer




Due to the commencement of producton in South
East Asia from the Group's Ca Ngu Vang {CNV) field
in Vietnam n July 2008 and the Buatuang field in
Thailand in August 2008, the 2009 financial
statements reflect the first retum to a full year of
operating profit and cash flow smce 2007,
followng the sale of the Group’s Yemen asset n
Apnl 2008 The most notable impact when
comparing thes year's operatmg resuft to that of the
previous year 15 the extended producang interval

$90.5m

Operating profit for the year

The record revenues, operating profits and profit
after tax (excluding dispesals) achieved m 2009
further underpn the Group's batance sheet
strength, ending the year with cash, cash
equivalents and Equid mvestments batances
igher than it started the year despite an active
capital expenditure programme

Kay Pertormance Indicators

2009 2008 2007

Realsed ail price per barrel ($)

5570 6662 7069

Operating cost per barrel ($}

882 1030 693

DD&A per barrel (§)

544 425 532

Basic eamings per share {cents)

69.6 5753 458

Diluted earmngs per share (cents} 619 497t 409

Total shareholder returm (%)

224 (502) 592

Sea e Fve Year Summary on page 82 for definstions

Income Statement

Results
Revenue from ol and gas production from the
CNV fiefd i Vietnam and Bualuang field in
Thailand was $131 0 million compared with
$55 3 milhon in 2008 This increase reflects the
longer producton interval and higher realisations
I 2009 With the excephon of brief typical
operating interruptions, both CNV and Bualuang
produced for 12 months versus five and four
months, respectively, in 2008 Further, the
average pnce realised in 2009 was shgtrtly higher
at $55 70 per bamel of oil sold compared with
$55 27 per barrel realsed in 2008 from these
South East Asia produeing assets Year on year
production volumes remained stable at 6,415
barrels of ol equivalent per day (B0EPD) takang
into consideration the date of first oil i 2008
from CNV and Bualuang

Since the commencement of producton
operabons in the CNV field, the Group has been
recouping costs camed on behalf of Petrovietnam
associated with the 9-2 Block, which sagnificantty
increased the Group’s entitiement producton
volumes over its workeng mnterest volumes. By the
end of 2009 the Group had fully recouped those
camed costs Costs camed by the Group on
behalf of the msnonty partner in SOCO Vietnam
are stll being recovered and at year end totalled
approximately $118 4 million SOCO Vietnam's
sharg of the income stream wll continue to
accrue 100% to SOCO untl the entire amount,
including a rate of return, 1s fully recovered

Cost of sales in 2009 was $33 8 million compared
with $18 9 million m 2008 Of thus increase $14 6
million retates to mgher operating costs largely dus
to a full year of operations n 2009 compared with
four months i Thaitand and five months in
Vietnam Addibonally, royalties and export duty,
being costs directly associated with iftings, were
$6 1 mifion hegher in 2009 consistent with hugher
reverue Ofisetting these increases is a credit to
cost of sales in respect of nventory, which s
recorded at market vatue, of $18 8 milion
compared with a credit m 2008 of $5 0 milon
Firaly, depreciation, deplebon and
decommssioning costs (DD&A) were $16 0 million
n 2009 compared wath $7 9 million in 2008, again
pnmariy associated with the longer producing
tnterval Thes tmpact was parbally offset by the
effect of ncreased reserves booked in Thailand

On & per bamrel basis, exciuding nventory
movements, DD&A and sales related dutes and
royalhes, operating costs were approximately
$9 B0 per barre] versus approamately $13 50 per
bamel 0 2008 Higher operating costs i the tshal
months of production dunng 2008 were anbopated
as it s common with start-up operations that
produchon levels during the first few months can
be enrabc due to mial testing of well flow
capability and rminor operational interruptions As
produchon levels have stabrlised, eperating costs
per bamel have reduced
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On a per barrel entitfement basts DD&A 1 2009
was approximately $5 40 per bamrel, down from
approxamately $6 00 per barrel in 2008 This was
pnmarfly due to the effect of increased reserves
in Thaand

Administrabve costs were higher in 2009 at

$6 8 million compared wath $6 2 mullion in 2008
essentially because, although offset by the effects
of the weaker GB pound and reduced payroll
costs, a greater proportion of the Group's
overhead was attnbuted to the Company’s
corporate activibes.

The above factors combined to result in a
record operating profit artsing from the Group's
continuing prodisction operabons for 2009
Operating profit for the year was $90 5 mithon
versus $30 2 mitlion for 2008

Non-Operating Results

Investment mcome reduced from $7 2 million
in 2008 to $2 6 milon ths year as the Group
received lower rates of retum on :#s cash, cash
equivalent and bqued investments batances
compared to 2008

Tax mcreased from $6 8 midlon in 2008 to

$42 4 milfion m 2009 mamnly due to a full year
of operations m 2009 and tming of liftings. The
effective rate in 2009 was 45% compared with
18% in 2008 The effective rate in 2008 was
substantially below the statutory rate due to

a greater proporbon of revenue ansing from
non-taxable income in Vietnam rekating to cost
recoupment and non-taxable investment revenue

The Group’s profit
after taxin 2009 was
arecord $51.1 million

The Group's profit after tax m 2009 was a record
$51 1 million up from $30 6 mullion on continuang
operations in 2008 Basic and diluted earmings
per share on contmiEng operations ncreased
from 42 8 cents m 2008 to 69 6 cents in 2009
and from 37 9 cents in 2008 to 61 9 cenis tn
2009, respectively

Balance Sheet

Intangble assets were reduced m the year by
$260 5 million This 15 lasgely due to capitalised
©osts in South East Asia relabng to Block 16-1 1n
Vietnam being transferred to property, plant and
equipment (PPEE) following the Vietnamese
Government approval of the Te Giag Trang (TGT)
development The mpact 1s mibigated somewhat
by additions to intangible assets due to the
exploration expenditure tn Afnca.

PP&E mereased by $337 2 milhon predominately
due to the transfer from mtangible assets as
descnbed above plus additional capital
expenditure assocated wath South East Asia,
partalty offset by DDA,

Due to the iming of Ifings, imventones of oil In
both Vietnam and Thailand were high at the year
end 2009 These higher volumes combined with
higher marke? values at 2009 year end compared
with the 2008 year end meant that the closing od
inventory balance was $23 8 milion this vear
compared with $3 @ million last year

$307.6m

Cash, cashequivalentsand
liquidinvestments

S0CO's cash, cash equivalents and liqud
investments increased by the year end 2009 to
$307 & millon from $303 4 million al the start
of the year as cash generated from operabons
exceeded capital expenditure As the Group has
a strong financial pesstion 1t has purchased short
term lequid investments of over three months
matunty in order to maxnmise investment
revenues As at 31 December 2009 the Group
had iquid investments of $152 0 nullion (31
December 2008 — $ruf} and cash and cash
equivalents of $155 6 million (31 December
2008 — $303 4 mullon)

As at 31 December 2009 the Group's only debt
was the convertible bonds issued in 2006 ata
par of $250 0 milkon Dunng the year, the fiabiity
component of the bonds has been redassified
as a current liabihity on the balance sheet as the
bonds may be redeemed at par on 16 May 2010
at the discretion of each bondholder under the
terms and conditions of the bonds At year end
2009 the Lability component was $232 7 nullon,
up from $228 2 millien at year end 2008 dueto
the accretion of principal dunng 2009

Cash Flow

The Group's operating cash flow from
continuing operations mcreased from $14 1
miflon in 2008 to $77 O miilion in 2009

mainly as a result of a full year of production
operations in South East Asta as discussed
above This was offset by capital expenditure of
$73 9.million (2008 - $217 6 mullion) In Afnca,
two wells were dniled offshore in Marine X)
and seismic was acquired in Marine XIV,

Congo (Brazzavilte) In Tharland two additional
development wells were drilled Vietnam capital
expenditure included the completion of a
development well, a capital workover and

the commencement of the TGT development

Dividend

Due to the contmuing need to finance current and
future exploration, appraisal and development
projects, the Board of Directors are not
recommending the payment of a dvdend

Key Performance Indicators

S0CO0 wses a number of financial and operating
Key Performance Indicators {KPis) against which it
momtprs its performance Reference ts made to
KPts in the appropriate section of this Annual
Report and in the Five Year Summary on page 82
where the KPis are defined

Own Shares

The S0C0 Employee Benefit Trust (the Trust) was
established 1n 2001 to admimister a Long Term
Incentive Plan (LTIF) At the end of 2009, the Tnust
held 1,752,680 {2008 — 1,919,680) of the
Company’s ordinary shares (Shares), representing
2 32% (2008 - 2 56%) of the ssued share capital
after using 167,000 (2008 — 246,100) Shares for
the exercese of certamn share options under the
LTIP As at 31 December 2009, the Company held
27,500 (2008 — 27,500) treasury Shares




SOCO Intemnations! plc
Annusl Report and Accounts 2009

25

Corporate Developments

Shate Plading

In January 2010, the Company announced that it
had successfully placed 7,234,347 new ordinary
shares of 20 pence each {the Placing Shares) with
inshhubions at a price of 1410 pence per Placing
Share (the Placing Pnce) Based on the Placing
Price, the gross proceeds of the Placing were
£102 { miltion {$166 0 mullion) The Placing
Shares issued represent an increase of
approamately 9 6% ;n S0C0's existing rssued
ordinary share capital Upon issue, the Placing
Shares were credited as fully paid and rank pan
passu in all respects with the existing ordnary
shares of 20 pence each in the caprial of the
Company, mcluding the right to recewe all
dividends and other distnbutions declared, made
or paid on or in respect of such shares after the
date of issue of the Placing Shares.

Board

As previously reported, John Snyder, a Director
since the Company’s mitial listing on the London
Stock Exchange, resigned from the Board at the
2009 Annual General Meeting In June, SOCO
announced the appointment of Ambassador
Antémo Menteiro as a Non-executive Director
Ambassador Monteiro was appomnted to serve
on the Audit and Remunerabon Committees In
August, the Company announced the appointment
of Dr Mike Watts as a Non-executve Director

Dr Watis was appamnted to serve on the Audit
and Nominabons Committees. Ambassador
Monteiro's extensive experience in the countnes
n whuch SOCO has bualt its newest core area
Afnca and Or Watts extensive expenence i the
ot and gas mdustry have added sigpuficant and
complementary sklls to the Board.

Corporate Broker

In June, SOCO announced the appointment of
J P Morgan Cazenove as iis joint Corporate
Broker alongside Bank of Amenca Memil Lynch

Risk Management
Financial

S0C0's Board of Directors has desigrated

the Ctuef Financial Officer as the executive
responsible for the Company's nsk management
function. The Audit Commuttee prowides oversight
while uthmate approval authonty remains with the
fufl Board

S0C0's busmess actvibies, its financia) position,
cash flows and iquidity position, together with
an outiook of factors likety to affect the Group's
futwre development, performance and posiion are
discussed above and in the Chaiman's and Chief
Executive'’s Statement on pages 10 to 12 Further,
nsk management 15 also discussed below andin
Note 3 to the financial statements The Group has
a strong financial positon, further enhanced by
the share ptacing in January 2010, and should be
able to satsfy its debt obligations (as set outin
Note 23 tp the financial statements) and continue
in operabional existence for the foreseeable future
Consequently, the Directors befieve that the Group
1s well placed to manage its financial and
operating nsks successfully despite the current
economi; environment and have prepared the
accounts on a going concem basis as described
in the Annual Report of the Directors on page 39

Generally, it 1s the Company's policy to conduct
and manage its business in US dollars. Cash
balances in Group subsidiaries are primanty held
in US dellars, but smafler amounts may be held in
GB pounds or local currencies to meet immediate
operating or admtnisirative expenses, or to
comply with local currency regulations Following
the share placing in January 2010, the Group has
an abnormally tugh balance i GB pounds The
majonty of this balance will be converted to US
dotlars over tme In the meantime, the Company
may take short term hedging positions to protect
the value of any cash balances it holds in non-US
doflar currencies

The Group seeks to minimise the impact that debt
financing has on its balance sheet by negotiating
borrowings in matching currencies The Group’s
convertible bonds are dencminated in US dollars.

Company cash balances are generally invested
in short term, non-equity instruments or bquidity
funds, not exceeding three months forward
However, due o the low current retum on such
investments and considenng the large cash
balances held by the Group, it has entered mto
some short term hquid investments of over three
months matunty in order to maxamise investment
revenues investments are generally confined to
money market or fixed term deposits in maypor
financial insttubons For further details of the
Group’s financal risk management see Note 3
to the financal statements

Operational

The Board of Directors does not believe that

iti1g practical or prudent to obtain third-party
nsurance to cover all adverse circumstances

it may encounter as a resuilt of its oil and gas
actviies However, the Board of Directors
believes that S0C0's comprehensive property,
casualty, iability and other policy cover conforms
to industry best practice As such, it provides
substantal protection against typical industry
operational fisks The Board believes it has
struck an approprate balance between exposure
and coverage

The Group does not mamtain any fixed price, long
term marketing contracts. Production 1S soid on
“spot” or near term contracts, with prices fixed
at the tme of a transfer of custody or on the bas:s
of an average market price Although oil pnces
may fluctuate widely, it 1s the Group’s policy not
to hedga crude oil sales unless hedging 1s
required to mitigate financial risks associated
wath debt financing of its assets or to meet its
commitments. Accordingly, no price hedging
mechansms were in place dunng the year Over
time, curing penods when the Group sees an
opportunily to lock in attractive oll prices, it may
engage i hmited pnce hedging

S131.1m

Revenue from ofl andgas sales

As discussed in Note 4 to the financial
statements, the Company uses standard
recogmsed evaluation technuques to estimate
its proven and probable ofl and gas reserves
However, such techriques have inherent
uncertaintes in their application As the Company
has projects with booked reserves tn the early
stages of production or development, upward or
downward rewsions fo reserve estmatas will be
made when new and relevant information
becomes avallable

Many of the Group's projects are in developing
courttnes or countnes with emerging free
market systems Generally, there ts a greater
nsk of politica), econarmic or social instability

m these countnes compared with nations with
more estabiished, developed economies Some
of the Group's intarests are in regions identfied
as potentially more susceptible to business
intemuphions due to the consequences of
possible subversive actwty The Group assesses
such nsks before beginning operations n any
parkcular area and has deemed these nsks
commercially acceptable

SOCO does not currently carry polibical risk or
assocated business interruption coverage to
mrtigate such nsks. However, it penodically
assesses the cost and benefit of both and future
creumstances may lead the Group to acquire
such cover
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positive presence



$S0CO 15 an internabonal oa and gas exploration
and production company headquartered m the
United Kingdom and listed on the Londen Stock
Exchange With three operating hcences in the
Afnca region and five non-operated interests in
South East Asia and Afnca, SOCO has interests
within regrons having muttifarious economic,
social and environmental condrbons and cultures.

The host countriesin
which we operate are
primary stakeholders
in each of the
respective projects

Whist the Board's pnmary responsiiilrly is

to rehum value to its shareholders, the Board
recognises that consideration of its other
stakeholders’ eterests are core factors in the
Company effectively acteeving its business
ohjectives and reducing its nsk profile The

host courstnes m whech we operata are pnmary
stakeholders in each of the respective projects.
This 1s due to the potental for positive and
sustamable economc and socal benefit on

a nabonal scale that natural resources from

a successful project could generate
relatonships with our bustness partners, host
govemments, local commuries, contractors and
employees are hughy valued The Board therefore
embeaces the opportunity to promote sustamable
development on an economic, soc2l and
environmental level and to engender corporate
responsibility (CR) good prachee and values

nto its management and corporate cufture

S0CO0 has greater CR infitence over some
projects than others In projects whese we hold
the operating interest, we are able to exercise
direct influence Qur influence is less direct
where we hold a minonty interest as an investor
or participant in a project However, in both
scenarios, our approach 15 to clearly communicate
our values and o promote sound CR
management pracbces. SOCO endorses the
guidelines set out In the Extractive Industnes
Transparency nitative and supports its goal of
strengthening governance through improved
transparency and acocountability

This report focuses on the CR values which

defina our business policies and how these

are tmplemented in terms of

* (Qur management of CR

¢ (ur engagement with stakehoiders

* OQur commitment to our employees and
contractors

® Qur commitment as a customer

® Qur commitment to local communibes

® Qur commitment to the emaronment
and to sustainable development

The examples prowded i this report focus
primarily on our three cperated interests, which
are the Manne X and Marine XIV Blocks located
in shallow waters in the Lower Conge Basimn,
offshore the Republi of Congo (Brazzawville), and
the Nganzi Block, located onshore in the
Bas-Congo Province of the Democratic Republic
of Congo (DRC)

S0C0's non-operated interests are the Buatuang
field in Biock B&/38 located offshore in the Guif of
Thaitand, Block 5 located onshore in eastern DRC,
near to the border with Uganda and mduding part
of Lake Edward, and the Cabinda Onshore North
Biock whuch 1s bordered :n the north by Congo
(Brazzaville) and in the south and east by the

DRC SOCO's interests in Vietnamn, which are
operated through the Hoang Long and Hoan Vu
Jomt Operating Companes (JOCs), are located
offshore in the Cuu Long Basn and compnse od
production from the Ca Ngu Vang {CNV) field and
appraisal/development operations i the Te Gsac
Trang (TGT) and Te Giac Den (TGD) fields.

Policy

S0COQ is committed to applying widely accepted
good practice n CR management. The detasled
guidance set out by the World Bank Group and
incorporated mto the Equator Pnnciples 15 the
bastc benchmark SOCO has adopted

S0C0’s framework of policy documents and
procedures is reflective of the relatively smal)
scale and nature of the Company's operations and
size of organisation SOCO's Code of Business
Conduct and Ethics (the Code) is a dynamuc policy
that was approved by the Board m 2004 and ts
regularly evewed The Code encapsulates the
values of the Company in its economic, social
and environmental performance The Code sets
out the standards of business conduct that the
Company requires of its personnel to ensure that
its day-to-day business affairs are conductad in

a fam, honest and ethical manner

The Code 13 disseminated from the Board

to sentor management and to the country
managers and employees Implementaton s
the responsibility of alt personnel of the Group,
each of whom are given detalled guidelines for
apphcation The guidelines include cntena and
checkdsts for ethical decision making on an
ndividual leved so as to directly impede
inappropnate and cormupt business practces

S0C0’s health, safety and ermvronment (HSE)
policy, which has been in place since the
Company’s inception, conforms to mtemational
best practice and indludes bespoke HSE
management systems tailored to the Company's
projects. Formal reporting to the Board 1s
mandatory for all HSE (ncidents. Any HSE incident
report 1S automatically investigated to determine
the cause and dentity acbons for prevention of
future recurrence
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S0CO commits to meet legal and regutatory
requirements goveming environmental practices,
as a minimum standard, and strives fo ensure its
activities are consistent with sound environmental
management and conservation practices We
seek to minemise the adverse effects of tha
by-products of our processes on the natural
resources and ecosystems in which we operate
S0CO routinely engages third parties to review
our compiance with existing systems and to
update systems to reflect project evolution,
ncluding the Code and HSE paolicy

We are committed
to applying good
practiceinCR
management

Management of CR

The Chief Executive Officer 1s the Director
respensible to the Board for HSE and other

CR performance He delegates day-to-day
responsiixfity for managing HSE/CR matters to
the Vice President-Operabons and Production,
who s nvited to attend all Board meetings CR
matters are reported to the full Board in a monthly
operations report and a separate agenda item at
each Board meeting addresses any significant
HSE/CR rssues

The country managers report & the Board
through sesor management and are responsible
for mplementing the Company’s CR strategy on
a local level Through its recrutment and training
processes, the Company recognases that key
managers and operabons personnel have a
speaific role n the success of the Company’s
CR commitment. It is a pnonty consiéeration,
therefore, that the relevant employees each have
an understanding of the importance of CA and
have knowledge of what constriutes best practice
standards. Thus fosters informed decision making
and an instinctive apprecsation of the relevant
busmess mphcations assocated with each

operation

The Audit Committee 1s responsible for reviewang
all areas of the Group's corporate risk
management processes, induding HSE/CR The
effectiveness of these processes 1s monitored
on a conbnuous basts and a formal assessment
15 conducted at least annually The Semor
Ingependent Director, who has experience m the
relevant area, reviews HSE/CR performance in
detail with semor managers and 15 kept routinely
informed of any material performance 1ssues as
they arise

Extemal adwisors are utlised to ensure that best
practice 1s achieved and CR objectives are met.
Deptoyment of extemna), rather than dedicated
Intemal, resources ensures ophimal access to
sound expertise in each area which is not
compromised by management numbers and
layers and wiich would not otherwise be
available 1n a staff of our sze

Engagement with Stakeholders

§0CO maintains an open and active dialogue
with its shareholders The Company maintans

a website where:n important informaton can

be posted and disserminated promptly fo a wide
audience Ata mimmum, the Company prowndes
three personal communication forums anmually;
the Annual General Meeting, the presentabon

of Annuzl Results and the presentation of Half
Year Results, whereby shareholders can directly
nterface with Company executive management.
Additionally, maragement have met directly with
investment stakeholders on approxmately 200
occastons dunng 2009

Reporting into the Board through the semor
managers, S0C0's country managers are
responsible for the locat channels of
communication n our host countnes both with
regulators and with the wider local population.
In Congo (Brazzawille), DRC and Angola, project
updates are disserninated in the form of a
newsletter wiich mghlights employment and
contractor opportunthes ansmg from direct
operations as well as a broad range of indirect
50C10-economic actvibes

in DRC, the local communsties of the Bas-Congo
province, partcutarly in the region of Kipholo,
were impacted by S0CO's activities that began
1n 2008 relating to the Ngana Block. Consuitation
meetings were held with the Governor of
Bas-~Congo and with community leaders. The
development ibatives were overseen by

S0CO DRC Exploration & Production's Assistant
Director, who 1s a DRC national The consultation
resutted in dynamic support from the local
papulatien for SOCO's recrustment campaign
and nterest from other stakeholders to invest

tn the region

S0CO’s comorate website also serves as a
pratform through which stakehoiders atross
the world and any member of the public may
electronically interface with executive
management on any subject.

Qur reportng and parbicipation in public
benchmarking activities reflect the size and
nature of owr operations

Commitment to cur Employees

and Contractors

S0C0’s palicy 1s to maximise local employment
and contract outsourcing in all the operations we
control Whikt realising the positve benefits of
thus approach, the Company recognises the CR
management nsks that a highly localised
approach can introduce S0CO manages this area
of nsk caseuly, both in ds selecton of contractors
and the subsequent monitonng of their
performance

We promote a workplace culture where each
person s treated with faimess and respect.
The Company s commutted to providing our
employees with a worlang environment that s
free from harassment and discnmination and
where each mdividual has the opportumty to
develop ther talents and capatbitfes and to
fuifil thewr potential based on ment and ability
S0CO 15 committed to protectng the health and
safety of all s employees and to safeguarding
employee reconts
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The Board embraces
the opportunity to
promote sustainable
development
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SOCO is dedicated
toimproving

the wellbeing of
the people who
are affected by
our presence and
our operations
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We endeavour to faciitate honest, imely and
two-way communication and to mamntaining
avenues for the equitable resolution of employee
complaints In Congo (Brazzawille), a formal
representative body has been set up for staff,
in accordance with local regulation, and was
operatronal throughout 2009 Its formation
involved the election, under the supervision of a
state official from the Minsstry of Labour, of two
workers to act as staff representatives The
representatives are allotted with 10 hours per
month to perform their duties and are assignad
to record feedback from staff, to meet with
management on a monthly basis and present
any suggestons or complaints, to advise their
colieagues as to their rights and duties and

to have access to the country’s Labour
Inspectorate Feedback to the staff 1s provided
through meetings and posters This has resulted
in open and harmomous dialogue between
management and employees A representative
body. orgamised on similar lines, has also been
set up for staff working in DRC and has been
operational since December 2009

We promote a
workplace culture
where each personis
treated with fairness
and respect

As part of our HSE procedures, processes were
put in piace to handle potential incidents or
emergenctes dunng the dnlling campaign A
Level 2 Emergency Response Exercise was
successfully camed out n October 2009 to test
the effectiveness of these processes HSE audits
were camed out dunng the Congo (Brazzawville)
Manne Xl dnlling operatons and affirmed that
there had been no occurrence of iost ime
acadents or cases requunng medical treatment
or firstaid

Our Commitment as a Customer
SOCO's poticy 15 to settle the terms of payment
wath suppliers when agreemng the terms of each
transacton to ensure that suppfiers are made
aware of and ahwde by the terms of payment.
Our tender processes mclude relevant due
diligence measures.

Commitment to Local Communities
S0CO understands that its operational success

13 hughly dependent on the support of the
communites m which it operates Maxamised
local invaivement 1s our policy n all the operations
we control, providing patenttal for positive,
economic and social benefits, both on a local and
natonal level Our operations are underpmned
with a strong commutment to bulld and uhlise
skills amonyg local commumities through the
creabon and expansion of local infrastruchire, the
creation of jobs, exposure to training of a high
mtemational standard and suppost for techmcal
co-operabon and capacity building

In S0CO’s operations, wirtually all personnel are
nationals of the host country In Vietnam, the JOCs
currently have 110 employees and contractors of
whom 86 are nationals. Across the Afnca regson,
S0C0 has 62 personnel, 58 of whom are
nationals, of whom 17 received formal traming
sponsored by SOCO at various intemabonal
tramming centres in Canada, Congo, Duba, France,
Gabon, South Afnca, UX and USA dunng 2009

SOCO also supports local communities by
providing resources to the non-profit sector and
by supporting loca) education In Vietnam, through
the JOCs, SOCO focuses Its social development
commitment through programmes aimed
prmarily at projects winch serve those most at
need 1n society, partcularly children, the etderly
and those wath imrted ability to work. In Afnca, i
addit:on to prowding access to employment and
training, the focus of SOCO's support for the
commuruty ts through the provision of educabonal
facihtes, medical care, provision of fresh dnnking
water and local infrastructure

Dunng 2009, SOCO provided support to medical
centres and focal chantiies workeng with children
and vuinerable adults in Congo (Brazzawille) SOCO
bueft a maternety ward 1n Mbomo, a distnct m

the Cuvette-Ouest Region of western Congo
(Brazzaville), and purchased medical equopment
for two climcs m Pomte-Noire, where SOCO has iis
offices In the caprtal, Brazzaville, electncal and gas
stoves were purchased for the Soeurs des Pauwies
chanty Donabtons were also made to Hatte Side, an
organsabon for children orphaned by H\V, and to
the Natonal Association for the Blind

In Angola, the contractor group winch mcludes
S0C0 provded a medical centre with nurse
accommodation at Massatn and assisted m
prowding fresh drinkeng water at Dinge by
recovenng an existing water well, constructing a
water disthbution branch and installing a generator
A water well was aiso drilled at Inhuca, where a
water tank was re-commissioned and the water
distribubon system was restored A pamary school
with six rooms and accommodation for teachers
was provided at Benifica. In DRC, SOCO sponsored
the refurtsshment and extension of school
buridings, winch included the headmaster's
office and four classmooms.

In the Ursted Kingdom, SOCO donated £10,000
dunng 2009 to Action for M E , the UK charity
dedicated to improving the lives of people with
Myalgic Encephalomyelitis

Maximised local
involvement is our
policy in all the
operations we control

Commitment to the Environment
Emissions

The Company recognises the emaronmental
mpact of emussions from both its operated and
non-operated actties Currently, SOCO supports
the Operator effort to reduce joimt venture
enussions, while SOCO currentty has rminimal
operated emussions in terms of carbon dioxide
equvalent. As part of its growth in operations,
the Company 1s reviewing the most appropnate
means through which the environmental impact
of operations 1s measured, and continues to seek
ways of reductng its emssions of greenhouse
gases mn parbcular
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Corporate

Responsibility

continued

Environmental Impact

Assessments (EIAs)

ElAs were carried out in Congo (Brazzaville),
Vietnam and Thailand during 2008 At the time of
this report, an EIA s under way over the Nganai
Block, onshore DRC, and preparations have
commenced for an EA over Marine XIV offshore
Congo Brazzawile)

Commitment to Sustainable

Development

Sustainable Development
inSouth East Asia

The first flow of crude oif and wet gas from the
CNV field, in the Cuu Long Basm offshore Vietnam,
occumed in July 2008 The hydrocarbons are
transported via a subsea pipeline system to the
processing facilibes at Bach Ho Crude ol s
processed and then stored in a floating storage
and officading vessel pnor to sale The wet gas s
separated offshong and transported to an onshore
gas facifity for further distsibution fo meet
domestc demand.

The CNV field utilises an unmanned platform that
15 bed back to the Bach Ho central processing
platform Ths is the first project in the Vietnam
petroleum mdustry to uhiise the exsting facibties
in order to maximuse the life of exsting
infrastructure, mimumise the mvestment costs
and reduce the tmpact on the environment, Ol
produchon passes to exssting offshore facilibes,
so the pnncapal impact 15 an extension of the
usefid life of these assets, thus having a
beneficial sustanability mfiuence The most
matenal environmental issue 1s the producton
of sgmficant quartrbes of associted gas, This
represents an mmportant econonuc asset for the
Cornpany and for the Vietnamesa peaple and the
Company ts party to a gas sales agreement for
nahonal use

In Thailand, the Bualuang od field, in Block B&/38
in the Guif of Thailand, commenced ol production
in August 2008 The crude oil is processed and
then stored in a floating production storage and
offloading facxlity vesse! prior to sale Under the
termns of the petraleum licence, SOCO contnbutes
in tha form of a petroleurn royalty on produchon
to Thailand’s Petroleum Fund, which 1s a
monetary reserve used to stabilise the domestic
retail price of petroteum Sustainability imtiatives
n Thailand supported by SOCO include the
Fisheries Resources Conservation Project,
involving the release of juvenile fish and shnmp
larvae and compensation to fishermen during
seismic actty on the Block. SOCO has also
supported local fundraising actvities to promote
tounsm i the Chumpom Province, the onshore
area adjacent to the Company's offshore
interest. In December 2009, pnor to the 3D
seismic programme which was acquired in the
Bualuang field during the first quarter of 2010,
compensation of approximatety 8 million Tha
Baht was paid to local fishermen

Sustainable Development in the

Africa Region

The Nganzi Block 1s located in the Bas-Congo
Province of the DRC Effictent road and air access
was a focal consuderation in SOCO's preparation
for the seismic campaign and planned dritling
programme and the Company imvested tn the
introduction and upgrade of transportation
infrastructure across the area. This included the
building of a 1,000 metre airstnp with refated
infrastructure at Kipholo, the construction of six
bridges over the Lukunga, Lubuzi and Lemba nvers
and the maintenance and improvement of 135
kitlometres of road. These bullding mitratives will
provide tasting infrastructure for the local populace
and has already inspired indirect soco-econcmic
henefits by apenmg up the tural area. Thes has
stmufated an increase in trade and cther
stakeholder interest, including the building of a
medical cliruc by a non-governmental orgarusabon

Manpower for both the seismic acquishon work
and the related deveiopment initiatives was
sourced from the local poputation Approximately
450 local employees were recruited for
geophysical work and given the relavant seisric
dnlling, topography and recording tramning
Housing improvements ¢an be seen across the
area, reflecting rarsed employment levels dunng
the sersmic campaign

We continue to
develop policies that
promote sustainable
development

Carbon Footprint in the United

Kingdom

Although nat qualifytng for the CRC Energy
Efficiency Scheme in the UK, the Company has
measures i ptace at its UK offices to reduce s
energy usage and to enable office equipment,
furniture, statonery and packaging to be recyded

Outiook

As S0C0 embarks on ris most actve dniling
campaxgn in the Company’s history, the Board
recognises the business imperatve to act
responsibly and we continue to develop policies
and pracices that promote sustamable
development on an economis, socal and
ermvironmental level Our goal s to be a positive
presence, building vatue for our host countries
and local communities, as well as our
shareholders. Regardless of the success

of mdindual projects, SOCO 1s dedicated to
mproving the welibeing of the people who are
affected by our presence and our operations
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Board of
Directors

From left to right

Olivier Barbaroux (54}

Non-Executive Director

= 4 member of the Board of SOCO Ntemational singe
July 1999 and a mermnber of the Remuneration and
Nominations Committzes.

* Formerly Managing Director of Compagrie Genérale
des Eaunx, President and Cheef Operating Officer of
Vivend Water S.A, Head of the Enesgy Sector of Paribas
and Clesrman and CEO of Coparex intemational,

« Cumrently, Chairmnan and Creef Executive Officer of
Dafkia and a member of the Executive Commritiee
of veola Environmesnt,

Ed Story (66)

President and Chief Executive Offices

» A member of the Board of SOCO Lntemational since
April 1997 and 2 member of the Normmations Commatiee.
» Formesty, a non-executive director of Caim Energy
PLC, President of Snyder (3 Corporation's infemational
sutrsidiary, Vice Chairmran of Conquest Explaration
Compasy, Vice President and CF) of Superior O3 Comgssty
and holder of various positions with Exoon Corperation,
including seven years resident in the Far East.

« Currentty, a non-executiva director of Caim india Limited.

Robert Cathery (65)

Non-Executive Director

« A mernber of the Board of SOCC ntesmational since
June 2001 and a member of the Remuneration and
Nominations Cormittees.

« Over 40 years of City experience

+ Formerty, Maraging Director and Head of 0l and Gas at
Canaccord Capital (Europe) Limited, Head of Corporate
Sales at SG Secwrities (London) Lid , director of Vickers
d Costa and director of Schroders Securities.

« Cugrently, a non-executive director of Vostok Energy
Limited, Salamancer Energy PLC, indigovision pic and
Central Asta Metals Limited

Mike Watts(53)

Non-Executive Director

= A mesnber of e Board of SOCO Imtermational pic since
August 2009 and a member of the Audit and Nominations
Comimstites.

« Formerty, e CEQ and Managing Director of Amsterdam
listed Holland Sea Search which was acquired by Caim
Enegy PLL in 1995 and holder of senior techrecat and
maagenent rodes with Premier, Burmah and Shedl

« Currentty, Deputy CEO of Caum Energy PLC
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Rui de Sousa (54)

Non-Executive Chairman

= A member of the Board of SOC0 Intermational since
July 1999 and Chaiman of the Nominations Committee

« Cisrenty, a disecty of (hantic Limited, 8 director of
Garprombank-brvest (Lebanon) SAL and Chairman of
Carbon Resource Managemend Lid.

John Norton (72)

Non-Executive Director

+ Amember of te Board of S0C0 nteratioral since Aprll
1997 and a member of the Audit and Nominations
Committees.

= A Chartered Accountant by profession and a partner at
Arthar Andersen, heading the ol and gas practice in Europe,
the Midde East and Africa, unill his refirement in 1995

« Formerty, a member of the O industry Accounting
Committee and a direcior of the Arab-British Chamber
of Commerce.

Anténio Montedro (66)

Non-Executive Director

= A member of the Boand of SO0 Intermational pic since
Jure 2009 and a member of the Audit and Remuneration
Committees,

+ Formesty, the Ambassador of Portuga) to France and the
Permanent Representztive of Portugal to the United
Nabons whese posts inchuded being President of the
Seaxity Councll and of the Security Council's Commitiee
established by Resolution 661 {1990)

» Over 40 years of expertence with tha Porfuguese Minkstry
of Foreign Affalrs, Including as Forelgn Minister of
Portugal, and with international onganisations, including
as N High Representative for Elections in Cite d'Ivoire.

« Currentty, 2 member of the Board of the Angotan Bank
BPA (Banco Privado do Atlintico), a member of the
Supervisory Board of the Portuguess Bank BCP (Banca
Comertial Portugués) Millennium, President of the
Luso-Brazifian Foundation Curator's Councll and a
member of the Faculty of Human and Social Sciences’
General Council of the Universidade Nova de Lisboa,

Martin Roberts (66)

Non-Executive Director

= A member of the Board of S0C0 Intermational since
September 2004 and a member of the Audit and
Resruneration Commuttees.

+ A Solicitor by profession and a partner of Stawghter
and May, specialising in ol and gas progects, untd his
retirement in 2002

Roger Cagle (62)
Executive Vice President, Deputy CEO
and Chief Financial Officer

+ A member of the Board of SOCO Infemabonal since
Apell 1997

* Over 30 years of experience in the ol and gas mdustry
induding succeeding positions of responsihility wath
Exon Comaoration and senfor management roles with
Superior Ol Company

« Formesty, Chief Rnancial Otficer of Soyder OlL
Corporation’s intemational subssidiary and of Conquest
Exploration Company

» Currentty Non-Executive Chiairmian of Domindon Petroleurn
Ltd and a non-executive director of Vostok Energy Limited.

Peter Kingston (67)

Non-Executive Deputy Chairman

and Senior Independent Director

« A member of the Baard of S0C0 International since
Apri 1997 and Chatrman of the Remuneration and
Audit Comemittees.

« A petroleum engineer who has worked in the oll and
gas indusiry snce 1965 in various roles

» Formerty, a faunding director of Enterprisa Oil pl,
then Managiy Director (Technical) and a director
ot B Enterprise Petroleum Ltd

» Cumrentty, Executive Chalrman of Tower Resources
pic and a director of Plexus Energy Limited, a social
and envirormental advisory network,

Ettore Contini {(36)

Non-Executive Director

» A member of the Board of S0C0 Intemational since
December 2001

« Cuvently 2 director of Eurowatt-Commerce
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The Annual Report
of the Directors

The Directors present
their annual report,
along with the audited
financial statements
of the Group

Cyntiia Cagle
Vice Presudent —
Financa and
Company Secretary
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Directors Holding Office during 2009

Director Date of contract
Rui C de Sousa 1207.99
Chasmm
Pater E Kingston* 14.05.97
Deep Chainnen § Sentor independent Director !
Olivier M G Barbaroux* 12.07.99
Roger D Cagle 14.05.97
Robert M Cathery* 19.06.01
Ettore P M Continl 111201
John ¢ Norton* 14.05.97
Martin J D Roberts* 06.09.04
Antdnio ¥ Monteiro* 10.06.09
{2ppontsd 10 Juse 2005)

The Directors present their annual report, along Jobm € Snyder* 14.05.97

with the audited financial statements of the (resigred 10 kme 2009)

Group for the year ended 31 December 2009

The Corporate Govemnance Report on pages Edward T Story 14.05.97

40 to 47 forms part of this report Mike Watts* 21.09.09

Principal Activity and

Business Review

The Group's pnincipal activity s off and gas
exploration and production The Group has its
headquarters tn London and has oil 2nd gas
tterests m Vietnam, Thatand, Congo (Brazzaville),
the Democrabc Republic of Congo (Kinshasa) and
Angola. The subsidiary undertakings pancipally
affecting the profits or net assets of the Group

are Itsted in Note 17 to the financial statements

Informabon fulfilling the requirements of section
417 of the Comparues Act 2006 (the 2006 Act)
and paragraph 4 1 8 of the Disdlosure and
Transparency Rules of the Financial Services
Authority (DTRs) can be found within the reports
descnbed below, which are mcorporated mito
thus report by reference A far review of the
performance and development of the Group's
business dunng the year, its position at the end
of the year and its future prospects s contained in
the Charman and Ctuef Executive's Statement on
pages 10 to 12, the Rewisw of Operations an
pages 14 to 21, and the Financial Review on
pages 22 to 25 The pnncapal nsks and
uncertanties factng the Group are set out in the
Fnancial Review on page 25 and, in respect of
the pnncipal financial nsks, m Note 3 to the
financial statements. As set out m the Corporate
Responsibilty Report on pages 26 to 32, which
forms part of thrs report, SOCO 15 committed to
hagh standards cf corporate responsibility The key
performance indicators (KPis) used by
management are set out on pages 16 and 23, and
are summansed along with pertinent definitions
m the Five Year Susnmary on page 82 The
Company does not currently include personnel,
heatth, safety and environmental measures as
reported KP¥s, reflecting the small staff size and
relatively smafll size and scope of projects directly
operated by the Company KPis will be developed
for reporting on these areas at an appropnate
tme m the evolution of SOCO's operations.
Information about the use of financial instruments
by the Company and the Group s included in Note
2(n) and Note 23 to the financal statements

Results and Dividends

The audited financial statements for the year ended
31 December 2009 are set out on pages 60 to 8t
The Diractors intend to devote the Group's cash
resources to s explorabon and development
activities and, accordingly, are not recommending
the payment of a dividend (2008 — £rul}

The Directors intend
to devote the Group’s
cashresources toits
exploration and
development activities

Directors

The Directors who served dunng the year, and
the dates of their current serace contracts or
letters of appointment, which are avaiable

for inspection, are listed in the table (above)

All Directors held office throughout the year
except as noted in the table Mr Snyder, having
determuned that he will reduce his business
commitments generally, retired fror the Board
at the 2009 Annual General Meeting (AGM)
Relevant detauls of the Directors, winch mnclude
thewr Commuttee memberships, are set out on
pages 34 to 35 Further details of Directors,
their interests in the shares of the Company,
their interests in any contracts relating to the
Company's bustness and Directors” contracts
are included in the Directors’ Remuneration
Report on pages 48 to 56

(2ppointed 4 August 2009

* Denctes those determined by the Bodrd 10 ba ndependent
Hon-Execitive Direciors ay descrived in the Corporats
Governanca Report on pages 40 o 47

Mr R de Sousa and Mr Roger Cagle retire

by rotation at the forthcoming AGM M Peter
Kingston, Mr Olvier Barbaroux and Mr John
Norton, having served on the Board for more than
nine years, are subject to annual reppointment
and will also retre at the AGM Ambassador
Antéro Monteiro and Dr Mike Watts aiso retire,
hawving been appointed by the Board since the
last AGM Each cof the retiring Directors offers
themselves for reappointment, being eligible and
having been recommended for reappointment
by the Nominabons Committee

The Nominatons Comnuttee carefudly considered
its recommendations regarding the reappointment
of retiring Directors with regard to the policies
and processes set out in more detal in the
Corporate Governance Report on pages 40 to 47,
and m particutar m respect of each Director's
continued independence and the relevance of
tenure The Board has given full consideration

fo the batance of skills, knowledge and uruque
breadth of expenence on the Board and the
manner m which each of the retiring Directors
contmbutes o that balance In particular, the
Board has considered the vatue of continuty

of leadership, and these factors have been
werghed in consideration of succession planming
and the need to refresh Board and Committeg
membershup in accordance with the Combined
Code, the Charman, having given consideration
to the results of the Board's formal evaluation
process and other refevant factors, 15 sabsfied
that the other reinng Non-Executive Directors
offenng themselves for reappointment continue
1o demonstrate the commitment level appropriate
to the effectve fulfitment of the responsibiibes
of the role
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of the Directors

continued

S0CO provides kability insurance for its Directors
and officers The annual cost of the cover 15 not
matenal to the Group The Company’s Articles of
Association allow 1t to prowide an indemnity for
the benefit of its Directors, which 15 a qualifying
mdemnity provision for the purpose of section
233 of the 2006 Act. Directors of the Company
are appomted erther by the Board or by
shareholders under the terms of the Company’s
Articles of Assocsation The busmess of the
Company s managed by the Directors who may
exerctse 2ll powers of the Company subject to
the Articles of Assoctabon and law

The appointment of
Ambassador Monteiro
and Dr Watts has
added specific and
complementary skills
to the Board

Articles of Assodlation

The Directors are proposing specific amendments
at the 2010 AGM to the Company's Artrcles of
Assocabon to reflect changes in English company
law brought about by the 2006 Act, and

as amended by the Compantes {Shareholders’
Rights} Requiations 2009 Further information
regarding these changes 15 set out 1 the circular
to shareholders accompanymng this Annual Report
and Accounts.

Supplier Payment Policy

SOCO0's policy ts to settie the terms of payment
with suppliers when agreemg the terms of each
transaction to ensure that supplers are made
aware of and atude by the terms of payment.
As the Compary 15 a holding company, it has
no tratde creditors and accordingly no drsclosure
can be made of the year end creditor days.

Charitable Contributions
Information reganding the Company's global
chantable programmes, winch are pnncipally
carned out m the countnes where the Group
has operabons, 15 contamed in the Corporate
Responsibility Report on pages 26 to 32

Share Capital

Details of changes to share capital in the penod
are set out in Note 25 fo the financial statements
The Company currently has one class of share in
1ssue, ordinary shares of 20 pence each, all of
whuch are fully pard However, a resolution will be
proposed at the 2010 AGM to approve the
sub-division of the ordinary shares already in
issue In recent years the price of the Company's
ordinary shares has nsen to the pont where they
are now one of the most highly pnced ordinary
shares compared with comparator comparntes
quoted on the London Stock Exchange The
closing rid-market price for ong ordinary share
on 23 March 2010 (the latest practicable date
before the publication of thrs document) was
£16 55 The Board believes that it is appropnate
to propose the sub-division of each of the
ordinary shares o four new ordinary shares of 5
pence each (the “New Ordinary Shares™) pursuant
to Resciutton 12 (the “Share Spht”) Ths shoutd
improve the hiquidity and may reduce the buVoffer
spread of the Company's ordinary shares.

If the proposed Share Spiit proceeds, 1t 1
expected that the price of each New Ordinary
Share will become approximately one-quarter
of the price of an ordinary share currently in
1ssue This will reflect the fact that shareholders
will own four times as many ordinary shares
Sharehotders should however note that, subyect
o market movements the aggregate value of
their shareholdings should remam the same

The New Ordinary Shares will carry the same
fights in all respects as the cumrent ordinary
shares, including voting nghts and nghts to
participate in dwvidends of the Company, and
will be transferable in the same manner as
the ordinary shares already in issue

Each ordmary share m issue carmes equal nghts
including one vote per share on a pofl at general
meetings of the Company, subject to the terms

of the Company’s Articles of Associabon and kaw
Shares held in treasury cary no such nghits for
50 long as they are held in treasury Votes may be
exercised by shareholders attending or otherwise
duty represented at general meetings Deadines
for the exercise of voting nghts by proxy on a poll
at a general meeting are detailed in the nobee of
meeting and proxy cards issued in connechon
with the relevant meeting Voting nghts retabing
to the shares held by the SOCO Employee Benefit
Trust are not exercised The Company’s Arides
of Associabon may endy be amended by a
resolution of the shareholders

No shareholder 15, urdess the Board dectdes
otherwse, entrifed to attend or vote esther
personally or by proxy at a general meeting or

to exercisq any other right conferred by being a
shareholder if he or she or any person with an
mterest in shares has been sent a notice under
section 793 of the 2006 Act (which confers
upon public comparues the power to require
wiformation with respect to mterests in thetr
voting shares) and he or she or any interested
person falled to supply the Company with the
nformabon requested within 14 days after
delivery of that notice The Board may also decide
that no dwdend 1s payabte in respect of those
default shares and that no transfer of any default
shares shall be regstered These restrichons end
seven days after receipt by the Company of a
notice of an approved transfer of the shares or
all the information required by the relevant
section 793 notice, whichever is earfier

The Directors may refuse to register any transfer
of any share which is not a fully-paid share,
although such discretron may aot be exercised
n a way which the Financial Senvices Authonty
regards as preventing dealings in shares of that
class from taking place on an open of proper
basis The Directors may hkewise refuse any
transfer of a share in favour of more than four
persons jomty

The Company is not aware of any other
restrictions on the transfer of ordinary shares in
the Company other than certam restrictions that
may from ime to tme be imposed by laws and
regulations {for example, snsider trading laws),
and pursuant o the Listing Rules of the Financial
Services Authonty whereby certain employees of
the Company require approval of the Company
to deal i the Company’s shares

The Company 15 not aware of any agreements
between shareholders that may resuit in
restnclions on the transter of secunties or voiing
nghts. Resolubons wall be proposed at the 2010
AGM to authonse the Directors to exercise all
powers to allot shares and approve a linited
disapplication of pre-emption nghts Further
miormation regarding these resolutions 1s set
out in the ciraudar to shareholders accompanying
this Annual Report and Accounts




A resolution will also be proposed at the 2010
AGM to renew the Directors’ existing authority

to make market purchases of the Company’s
ordinary share capstal, and to limit such authonty
to purchases of up to 33,065,784 ordinary shares
of 5 pence each in the event Resolution 12 1s
passed, or otherwise, 8,266,446 ordinary shares
of 20 pence each, in either case, respresenting up
to approximately ten per cent of the Company’s
1ssued ordinary share capital, {excluding treasury
shares) at 23 March 2010 Shares purchased
under this authonty may erther be cancelled or
held as treasury shares.

Substantial Shareholdings

As at 23 March 2010, the Company had been
notified, i accordance with the DTRs, of the
interests in the i1ssued share capital of the
Company and warrants to subseribe for erdinary
shares of the Company (Warrants) as set out in
the table above

Ruditors

A resolution o reappoint Deloitta LLP (Deloitte) as
the Company's auditors wall be proposed by the
Directors at the forthcoming AGM Delodtte also
provide non-audit services to the Group which are
set out in Note 9 to the financial statements. The
Directors are currently satisfied, and will continue
10 ensure, that this range of services is delivered
in comphance with the relevant ettucal guidance
of the accountancy profession and does not
imparr the judgement or independence of the
auditors Each of the Directors at the date of
approval of thes report confimms that, so far as he
15 aware, there is no relevant audit information,
bewng information needed by the auditors in
connecton with preparing their report, of which
the audrtors are unaware Each Director has taken
all steps that he ought to have taken, havng
made such enquines of hes feflow Directors and
the audrtors and taken such other steps as are
required under tus duties as a Director, to make
himself aware of any relevant audit informaton
and to establish that the auditors are aware of
that information Thes confirmation 1s given and
should be interpreted in accordance with the
provisions of section 418 of the 2006 Act
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Suhstantial Shareholdings

tssued Shares Warrents
Mame of Hokder Rumber % Heid Numnber
Pontod Intertrade Limited 19,020,166 230 47171
BlackRock, Inc 9,051,852 1095 -
Chemsa Ltd 6,346,183 768 325,215
Legal & General Group Plc 2973214 360 -
Ed Story 2,874,453 348 -

Going Concern

It shoudd be recognised that any consideration
of the foreseeable fulitre invaives makmg a
Judgement, at a particular pomt in time, about
tuture events which are inherently uncertain
Nevertheless, at the tme of preparation of
these accounts and after making enquines,
the Directors have a reasonable expectation
that the Group has adequats resources to
continue operating for the foreseeable future
For this reason, and taking nto consideration
the addibonal factors m the Financial Review
on page 25, they continye to adopt the gong
concem basts in preparing the accounts

Directors’ Responsibilities for the
Finandal Statements

The Directors are responsible for prepanng the
annual report and the financial statements in
accordance with appheable United Kingdom faw
and Intemational Financial Reporting Standards
as adopted by the European Union both for the
Group and the Comparny

The Directors are requared to prepare financsal
statements for each financial year that give a
true and tair view of the financial position of the
Company and of the Group and the financtal
performance and cash flows of the Group for that
penod in prepanng those accounts the Directors
are requored to select surtable accounting policies
and then apply them consistently; present
information and accounting pofices in a manner
that prowides relevant, refiable and comparable
infermaton; and state that the Company and the
Group have complied with appiicable accounting
standards, subject to any matena) departures
disclosed and explatned i the accounts.

The Dmectors are responsite for keeping

proper accounting records wihnch disclose with
reasonable accuracy at any tme the financial
posthon of the Company and the Group and
enable them to ensure that the accounts comply
with relevant legesiation. They are also responsible
for safeguantding the assets of the Company and
the Group and hence for takeng reasonable steps
for the prevenbon and detecbon of fraud and
other urequianties.

The Directors are responsible for the mamntenance
and integrity of the corporate and financial
information included on the Company's website
Information published on the intemet is
accessible m many countnes with different legal
requirements. Legislation in the United Kingdom
poverrang the preparation and dissemination of
financial statements may differ from legisiation

in other jurisdictions

Directors’ Responsibility Statement
The Directors confirm that, to the best of each
person’s knowledge

(a) the financial statements set out in pages 57 to
81, whuch have been prepared in accordance with
applicable Unted Kingdorn law and Intematonal
Financsal Reporting Standards as adepted by the
European Uuon, give a true and fair view of the
assets, liahiites, finantial possbon and profit of
the Company and of the Group taken as a whole,
and

{b) the management report, which s
incorporated into this report, includes a fair
review of the development and performance of
the business and the posrion of the Company
and the Group taken as a whole, together with
a descapbon of the pnngipal nsks and
uncertasnties that they face

By order of the Board
23 March 2010
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The Board's role

is to provide
entrepreneurial
leadership and
develop strategy,
values and standards
while maintaining
prudent and effective
controls to assess
and manage risk
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The Company ts committed to the pnnciples
contained in the Combined Code on Corporate
Governance that was 1ssued in 2008 by the
Financtal Reporting Council {the Combined Code
or the Code) for winch the Board 13 accountable
to shareholders.

The Company has applied the principles set out
in section 1 of the Code, as descnbed below and,
in connection with Directors’ remuneration, n the
Directors’ Remuneraton Report.

Statement of Comnpliance with

the Combhined Code
Throughout the year ended 31 December 2009,
the Company has complied with the provisions set
out i section 1 of the Corbined Code

Board of Directors

The Board's role 1s to provide entrepreneurial
leadershup and develop strategy, values and
standards wivle maintaireng prudent and effective
controls to assess and manage nsk. The Board 1s
responsible for ensuring that the Company meets
its obligabons o stakeholders and has adequate
resources to meet is strategic objectives

The Board of Drectors, whose names and
beographncal details are set out on pages 34 to
35, compnses ten Directors in addzton to the
Chairman. After an assessment process set out
m more detail below, seven of these ten, mcluding
the Semor Independent Director, have been
wlentified i the Annuad Report of the Directors
on page 37 as ndependent i character and
fudgement gving fufl conswderation to those
crumstances that the Code states may appear
relevant. Notwithstanding thes, the Board 1s
sabsfied that each of the Company’s Directors
sinctly absdes by therr legal and ethical duties
owed to the Company to act objectively and in
the best mterests of the Company and its
shareholders as a whole

Chairman and Chief Executive

The roles of the Chairman and Chief Executive
Officer are separated and their responsibtithies
are clearly established, set out in wning and
agreed by the Board The Chairman and the
Chuef Executive collectively are responsible for
the [eadership of the Company The Chairman
ts responsible for the leadership of the Board,
ensunng its effectrveness on all aspects of its
role and setting its agenda. The Chief Executive
is responsible for leading the executives and
ensunng their effectiveness in the nuinning of
the Company's business and tmplementng
strategy and policy Together they are responsible
for promoting the highest standards of mtegnty
and probity

Executive and Non-Executive Directors
Executive Directors are responsible for
implementmng the Board's agreed strategy through
the development of an appropniate busmess plan
and for executing actons approved by the Board n
accordance with relevant authontes. The divisaon
of responsibiies between the Executrve Directors
ts set by the Board

The Executive Directors prowde the leaderstup
of the senior managers m the day-to-day nunning
of the Group's busiress and manage the Group's
nsk programmes tncluding the ervironmental,
heatth and safety performance of the business.
They must ensure the Company has adequte
financial and human resources to meet ris
objectives They are responstble for reporting the
performance and strategic direction of the Group
to the Board and for provicing accurate, tmely
and dear information to enable the Board to
take sound decisions

S0CO wins ICSA Hermos Transparency
in Governance Award

In November SOCO was awarded the ICSA
Hermes Transparency in Governance Award
for Best Practice Disclosure on Director

the FTSE 350 with the aim of identifying and
rewarding high standards of disclosure.

The Non-Exacutive Directors, who undertake a
supervisory role, contribute to the development of
strategic proposals through constructive probing
based on review and analys:s that bnngs to bear
the uruque skills and knowledge each bnngs to
the Board Tha Non-Executive Directors review
management’s performance and ensure that the
systems in place prowide adequate and effective
financial, operational and compliance controls
and nsk management. They must be satesfied that
they have sufficient information for the discharge
of therr duties, which may be achieved through
dialogue with management, training where
appropnate to update their knowledge or skills
and consuiation with mdependent professional
adwisors as required

The Company
manages a portfolio
of long term, complex
projects

Company Secretary

The Company Secretary, who ts appainted by

the Board, ts responsible for facilitating the
communications and processes of the Board,
both withm the Board and its commuttees and
with management, in compliance with Board
procedures and governance gisdelines. The
Secretary faciltates an induction programme

on appaintment that 1 tatlored to a new Director’s
individual quahifications and expenence The
Secretary provides advice and service as may

be required m the ongoing discharge of the
Dwectors’ duties, incdluding ensuning that the
Company provides the necessary resources for
access to ndependent adwice and indindual
professional development needs Addrhonally,
bnefing sessions are provided in the course of
reguiar Board meetings and Commitiee meetings
on relevart tssues as deemed appropnate
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Board Balance and

The Board embraces the undertylng principles

of Code provisions regardmg tenure and
refreshing of the Board, and seeks to strike

an appropnate balance between continuity of
expenence and succession The Board recognises
that an individual's independence cannot be
determined arbitranly on the basis of a set period
of tme The Company manages a portfolio of long
term, complex projects and benefits from long
serving Directors with detailed knowledge of the
Company’s operations and with the proven
commitment, expenence and competence to
effectively advise and gversee the Company's
management on behalt of shareholders The
Company does not impose fixed term hmits as
this would assure a loss of experfence and
knowledge without assurance of increased
independence Accordingly, the Board's
assessment of mdependence is of prime
importance to ensure that retentbon of experience
does not resutt in a failure to retain a sufficient
contingent of independent Directors.

The Board seeks to
ensure that retention
of experience does not
resultin an insufficient
contingent of
independent Directors

The independence of each Non-Executve
Director rs assessed at least annually To be
dentified as mdependent a Director must be
determined independent in character and
Judgement and free from any relabonships

or crcumstances wiuch are likely to affect, or
could appear to affect, ther judgement including
n parbeudar those set out in the Code Particular
scrutmy ts applied n assessing the continued
independence of Dxectors having served over
nine years, with atterthon to ensunng their
allegance remans dearly aligned with
shareholders. Board refreshiment and tenure
are considered together, and wesghed for relevant
benefit in the foreseeable arcumstances, given
further that the Board should not be enlarged
to a sze that rs unwieidy

In conducting its current assessment the Board
referred to guidance setting out criterta deemed
relevant to determirung whether a Director
continues to extubxt those qualities and
behawviours it considers essential to be considered
independent. A specific sel of focused criteria
was applied to the assessment of long tenured
Directors Consideraton was also given to the
results of indwidua evaluabion and continued
satisfactory performance Following assessment,
Ambassador Antémo Montero and Mr Martin
Roberts were determined to ba independent,

Mr Robert Cathery and Dr Mike Watts were
determined 0 be independent despita former
roles as a diector of a former Company advisor
and as a cross-director with the Cheef Executive,
respectively These relationshups have ceased
and are not relevant to the determination of
ndependence under the Code Any current
outside links to other Directors are not considered
signuficant and in parbcutar do not result n
reciprocal influence

After particular scrutiny, Mr Peter Kingston, Mr
John Norton and Mr Oliver Barbarocx, each
having served on the Board for more than nine
years, were determined to be independent.

Each of these Durectors continues to express
thewr individual viewpoints, debate issues and
objectively scrutimise and challenge management.
Each seeks dlarification and amplification as
deerned required, induding through direct access
to the Group's employees and external adwisors,
After careful consideration of the retevant factors,
the Board has determined that the tenure of these
Directors has not affected ther ndependence

or their ability to bring judgement to bear i the
discharge of ther duties as Board and Committee
members The Beard considers that the vaned
and relevant expenence of its ndependent
Directors combunes to provide an excepbonal
balanca of skells and expenence requared for

the business. Being satsfied of tus contnued
independence, and following a specific review

of Board roles undertaken in conyunchon with
succession, the Board addibonally considers

that Mr Kingston's tme commutment and
expertise continue to best position rem tn

provide the independent leaderstup and

guidance required in the coninuation of hrs roles
as Semor Independent Director and committee
chairmanships. The Board wall continue to apply
Rgorous scrutiny in s assessment {o ensure
independence remains evident in Board and
Committee practice, and in the qualbes and
behaviours of each of its members.

Reappointment

Directors are subject to reappontment at

least every thres years. Reappointment 13
recommended m consideration of the resutts

of mdivdual evaluation and demonstrated
continued satisfactory performance, commitment
and effectiveness Consideration 1s given to the
broad capabilities represented on the Board and
the abilty of these to meet the uruque challenges
facing the Company Consideration is additonally
given to the balance of the Board's composition
and the need for refreshment A Non-Executive
Director term exceeding six years 15 subject to
particularly rigorous review, and a term exceeding
nne years 1s subject to annual reappointment.
The process for considenng reappointments

15 described more fully in the Nomtnations
Committes section below

Followang this process the Board recommends
the reappomntment of the retring Directors, each
having offered themselves for reappointment.

Successien and Appointments

The Company has an ongoing process for
assessing the specific competencies required
on the Board Due to the nature of its business,
the Company's expectation of a Non-Executive
Director's most appropriate term of office 1s
generally longer than that envisioned in Code
guidelines The Company undertakes projects
requinng long term cycles from licence
negotiation fo first produchon and benefits
from continuity of experience throughout the
process. In South East Asia, its Vietnam
programme is of major signuficance to the
Company and, with one fie!d now in producton,
it continues with a large, more complex
development phase to be conducted over the
next several years. Additonally, the Company 1s
advancing 1ts Afnca portfolio further through the
exploration phase, and an onigoing explorabon
dnlling programme which commenced in 2009

After assessment of the competencies required
on the Board, the current Non-Executive Directors
comprrse an appropnate batance of skills and
expenence Those Non-Executive Directors
reappomted 1n 2009 have acquired, over a
number of years, a sound and detailed knowledge
of the Company's business and are uuquely
qualified to contnbute to the Company’s
leadership Accordingly, a succession allowing

for some refreshment while maxmising continurty
of expenence was considered to be in the best
wnterest of sharchalders
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As stated in the Annual Report of the Directors, Mr
John Snyder retired at the 2009 Annual General
Meeting {AGM) and, as described in the
Nommations Committee section below, the
Company undertook a process to identify
independent Non-Executive Director candidates
who could add value to the Board through
complementary qualificabons Thig resuited in the
appointments of Ambassador Antdnio Monteiro
and Dr Mike Watts in June 2009 and August
2009, respectively While each bnngs a broad
range of valuable skills to the Board, they
additionally provide specific complementary
qualifications in particuiar through added
expertise within the Africa region and intemattonal
exploration, respechvely Each was appomted to
two Committees in accordance with a review of
Committee memberships and Chairmanships
undertaken as part of this process The new
Orrectors will be placed before shareholders for
elechon at the 2010 AGM, being the first AGM
following their appointment. The Board benefits
from bath the additional expertise and the
refreshment of Board and Committee
merabership denved from these appointments
Following a penod of induction and assimitation,
the Board wall continue planning for a phased
succession whach allows for an appropriate
batance of refreshment and continuity

SOCO's Board
comprises abroad
range of knowledge,
skills and experience

Board Structure and Process

The Board tymcally has four scheduled meetings
a year and holds addibonal meetings as
necessary Durmg 2009, the Board held four
scheduted meetings as deemed required for
the effectve discharge of ts duties dunng the
period. Attendance of Directors at scheduled
Board meetings and attendance of members
at the Audit, Remuneraton and Nominations
Commuttees rs set out in the table on page 45
The Board determines the Company's business
strategy and provides the entrepreneunal
leaderstup required to ensure ris strategic aims
¢an be achieved The Board operates within a
formal framework of decrsion making designed
1o reserve matters of establishing the strategy,
business plan and nature or scope of the
Company’s busimess to the Beard. Under this
framework, authonty for implementing the

strategy and decisions taken by the Board is
{argely defegated to the Execubve Directors and
management within a system of internal controls
designed to enable the risks of the Group fo be
managed effectively Addibonally, the Board has
established clear expectations for the Company's
economi¢, social and environmental conduct to
promote the highest level of integrity and honesty
in meeting its obligations to sts stakeholders
S0C0's Board membership comprises a broad
range of skills, knowledge and expenence, which
is cntical to the success of the Company The
Board functions as a unitary body, within which
Divectors assume certain roles to ensure the
Board as a whole fulfils its responsibilizes. These
roles, induding Committee memberships, are
designed to maamise the effectve contnbution
of each of the Non-Executive Directors to the
Boand, its Commuttees and to the Executive
Directors, while ensunng an appropnate balance
1s mantained The compesition of the Beard and
its Commuttees 13 in accordance with Code
guidelines No Director serves on more than two
committees At least annually, the Non-Executive
Directors meet without the Executives present
and, led by the Senior Independent Director, megt
without the Charman present. Such meetings are
conducted in the spint of good govenance and
process, and are intended to ensure a forum for
open dialogue without drsruption of Board unity

Conflicts of Interest

Directors have power to authonse, where
appropaate, a situabon where a Director has,
or can have, a direct or ndirect nterest that
conflicts, or passibly may conflict, with the
Company's interests Such authonity 13 1n
accordance with section 175 of the 2006
Companies Act (the 2006 Act) Procedures are
n place for ensunng that the Board's powers
of authonsaton are operated effectively
Directors are required to notify the Company
of any conflicts of interest or potentiat conflicts
of interest that may anse, befare they anse
either in refabon to the Director concemed or
his connected persons The decision to authonse
each situation s considered separately on its
particutar facts Only Directors who have no
wterest in the matter are able to take the relevant
decrsion, and must act in a way they consider,
tn goad faith, will be maost ikely to promote

the Company's success The Directors will
tmpose such lirits or condrions as they deem
appropnate when gnang authonsation or when
an actual conflict anses. These may inclixie
provisions relating to confidenbal informabon,
attendance at Board meetings and avatlainfity
of Board papers, along with ather measures
as determined appropnate The Board reviews
#ts conflict authensabions at least annually

Accountability and Audit
Directors’ and Auditors’
Responsibilities

The responsibiities of the Directors and auditors
are set out in the Annual Report of the Directors
on pages 36 to 39 and in the Independent
Auditors’ Report on page 59

Going Concern

The Group's financial statements have been
prepared on a goiRg concem basis as descnbed
n the Financial Review on page 25 and the
Annual Report of the Directors on page 39

Risk Management and

Internal Control

The Directors are respensible for establistung,
mantaning and reviewing the effectiveness

of a sound system of intemal control which

15 designed to provide reasonable assurance
regarding the rehability of financeal information
and to safeguard the shareholders’ investment
and the assets of the Company and Group Given
the mherent limitations in any system of mtemal
control, even a sound system can only provide
reasonable assurance, and not absolute assurance,
that the Company will not be hindered in achieving
i3 business objectives or be protected against
matera misstatement or loss

The Board has put in place formally defined
Imes of responsthility and delegation of authonty
and has delegated to executive management
the implementation of matenal intemal control
systems Documented policies and procedures
are in place for ey systems and processes and
the authonty of the Directors is required for

key maters

A comprehensive budgeting process 18 tn place
for all tems of expenditure and an annual budget
ts approved by the Board Actual results are
reported agamst budget on a regutar basts
Rewised foreczsts for the year and longer term
financial projections are produced regularly
throughout the year

The Board has the pnmary responstbility for
wdentifying the major business nsks facing

the Company and Group and developing
appropnate policies to manage those nsks

The nsk management approach s used to focus
attenton on the Group's most significant areas
of nsk and to determine key control objectives
The Board has apphied Panciple C 2 of the
Combuned Code, by establrshing a continuous
process, whuch has been in place throughout the
year to the date of this report and which 1s in
accordance with revised gendance on internal
control published in October 2005 (the Tumbull
Gudance), for dentifying, evaluating and
managmg the sigruificant nsks the Group faces
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The Board regutarly reviews the process, which
is constantly evoving to meet the demands of
a dynanuc environment.

In compliance with Provision C 2 1 of the
Combined Code, the effectiveness of the Group's
system of internal control, including financial,
operational and compliance controls and risk
management, is requiarly reviewed by the
Directors The review 15 based principally on
discussions with management and on reviewing
reports prowided by management to consider
whether significant nsks are idenbfied, evaluated,
managed and controlled, but alsc may indlude
independent interacton with employees or third
parties Partcular scrutiny 1s apphied to the review
of controts applicable to new or evolving areas of
nsks as they are wentified

The Board considers whether appropriate actions
are taken promptly to cosrect any significant
weaknesses identified, and if more extensive
monitonng may be required The Board confirms
that such actions as deemed necessary and
appropriate have been or are being taken to
remedy any significant falings or weaknesses
identified in s review The Board seeks to ensure
that intemal control and nsk management
processes, including dealing with any identfied
areas of improvement, are embedded within the
busmess.

The Board has performed a specific assessment
for the purpose of thes Anmusal Repert and
Accounits, whach constders all significant aspects
of memal control ansmng dunng the period,

and 15 satisfied with the process employed

and the resudts thereo! The Audit Committee
spearheads the Board in discharging its review
responsiuiibes. Audit Committee membershup
compnses highly expenenced professionals
with complementary areas of expertise in the

o and gas sector and each Committee member
makes an mportant contribution to the assurance
process. Each member undertakes specific
review processes n therr areas of financial and
audit, techracal and operating, diplomatc and
commercial and legal expertise and reports the
resudts of therr work to the full Committee and
to the Board

Internal Audit Function

Although the Company does not currently have
an wtemal audit function, the Oirectors review
at least anmually the need o establish such a
function The Company’s current staff size imits
the ability to form an effective intemal audit
function and, accordingty, the Company
outsources any internal audit reguarements

The Board has
established clear
expectations for
the Company’s
economic, social
and environmental
conduct

Relations with Shareholders

The Executive Directors are responsible for
ensunng effective communication 18 mantamed
with key stakeholders and pariners, including
establishing an appropnate level of contact with
major shareholders and ensuring that therr views
are commumicated to the Board The Non-
Executive Directors are responsible for taking
sufficient steps to understand these views,
including any tssues or concems

S0C0 mantaing an open and active dizlogue
with shareholders The Company mamtains an
intemnet website wheremn important information
can be posted and disseminated promptly to a
wide audience and through which shareholders
can electronically interface with executive
management. At a mirumur, the Company
provides three personal communication forums
anmually - the AGM, the presentation of Annual
Resudts and the presentabon of Haif Year Resuts
~ whereby shareholders can directly mterface
with Company executive management. Nobce
of the AGM is circulated to afl shareholders at
least 21 clear days pnor to the meeting, and
resofutions are proposed for each substantially
separate issue The result of proxy voting s
announced after votes are taken on a show

of hands Directors are available to answer
shareholder questons and, in particutar, the
Chainmen of the Aucit, Remuneration and
Nominations Commuttees are m attendance

to respond to any specific quenes.

The Company has assigned a senior executive
the responsbeity for investor refations and has
employed an outside agency, both to provida
assistance in the dissemination of mformation

o shareholders and the general public and to
actively solicit feedback as to the effectiveness
of such eftarts Additionally, the Compary
maintains an ongoing, active dialogue with
institutional shareholders, specifically and
proactively seeking opportunities for face-to-face
meetbngs at least twice a year, coincident with
half year and full year resuits, between fund
managers and Company executive management.

Brokers’ reports are discussed at scheduled
Board meetngs and public relabons and analysts’
reports are distributed to the full Board A
Non-Executive Director maintains regular
communications with S0CO's major insttubonal
shareholders, reports feedback diractiy to the
Board and advises the Board when additional
communication from the Chairman, Senior
Independent or other Non-Executive Directors
has been requested The Chairman regularly
interfaces with other pnncipal shareholders

The Board considers whether additonal
communication may be appropriate or desirable
In parbcular, the delegated role of the Senior
Independent Director includes bemg available

1o shareholders If they have concems which
cannot be fully or appropnately addressed by
the Chamman or the Executive Directors.

Committees

The Board has established three Committees,

as descnbed below, each having formal terms

of reference (TOR) approved by the Board winch
set out ris detegated role and authonty The TORs,
which are available for mspection, are set m
consideration of the provistons of the Combined
Code and are reviewed from time to tme in the
context of evolving gundance Each Director's
specific Committee memberships, including as
Charmen, are set out on pages 34 and 35 Whilst
only Committes members are entitied to attend
meetings, other Directors are invited to attend
from tme b tme to ensure the Committees’
resporesibilites are undertaken with access to the
Board's full breadth of knowledge and expenence
The Company Secretary ensures that the
Company addonally provides such resources
as the Commitiees require in the discharge of
their duties
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Audit Commmittee

The Audit Comnuttee’s pnmary responsibilities
inctude reviewing the effectiveness of the
Company'’s and the Group's systems of intemal
control, overseeing the selecton of and
relationship with external auditors and the review
and menitoring of the integrity of financial
statements. The Comnttee is responsible for
review of the Group’s major firancial, operational
and corporate respor:sibility nsk management
processes. The effectiveness of these processes
s monrtored on a conhinuous basis and a formal
assessment s conducted at least annually The
Commuttee has been delegated the resporsibility
for advsing the full Board on compliance with the
Combined Code, including rfs risk management
and internal control requirements, as well as
compliance with evolving guidance on corporate

governance rssues generally

Composition of the Rudit Committee
The Audit Commuttes is chaired by Mr Peter
Kingston, the Senxor Independent Non-Executive
Director, and additonally comprises Mr John
Norton, Mr Martin Roberts, Ambassador Antdruo
Montewro (appomnted 10 June 2009) and Dr

Mike Watts (appomted 14 August 2009) who

are independent Non-Executive Directors The
qualificabons of each of the members are set out
on pages 34 and 35 The Board s satisfied that
the collective expenence of the members includes
relevant and recent financial expenence and
prowides the complement of skills required for the
Committee to discharge s funcbons effectively
In parbcular, Mr Norton 15 a Chartered Accountant
and former member of the O mdustry Accounting
Commsttes The refreshment of Commuttee
membershyp through two new appointments has
renewed the miegnly of is ongomng processes n
addition to adding vahuable and complementary
expertise to bear in parbcular o s nsk
management processes.

Mesting Attendance by Directors and Commtitee Members

Board Audit Remuneration Nominations
Maeting Committee Cemmittee Committes
Mgeeting Meeting Meeting

R de Sousa 4 3

P Kingston 4 3 2

0 Barbaroux 3 2 (Y-

R Cagle 4

R Cathery* 4 1 2

E Continl (13

A Montelro* {11 1 1

J Korton 4 3 3

M Roberts 4 3 2

Jonyder™ (1) (1)

E Story 4 3

M Watts* 1 1 1

Number denotes a schedutad meeting attended

Number in brackets denotes a schedhiod meetmg not attonded

* Denctes a Director who was appointed to the Board or to a Commuttes during 2009
** Dexite:s & Director wha retined from the Board and from a8 Committes during 2009

Meetings

The Audit Committee meets at least three
times a year The Chief Financia) Officer and

a representative of the external auditors are
normally imated to attend meetngs. Other
Directors are invited to attend as determmed
appropriate or beneficial At least once a year
the Committee meets with the extemnal audrtors
without executive Board members present.

The Commuttee held three meetings in 2009
and has conducted one megting to date in 2010,
all of which were attended by executve
management and extemal audrtors. A pnvate
session, without executives present, was held
dunng three of these meetings Addiborsally,

a number of other mformal meetings and
communications took place between the
Chayman, vanous Committee members,
extemnal auditors and the Company’s
executives and employees

Overview of Activities

The Committee revewed and approved the

terms and scope of the audit engagement, the
audit plan and the results of the audit with the
extemal audrtors, inciuding the scope of serwices
associated with audit related regulatory reporting
sernces An assessment of the effectiveness of
the audit process was made, gvng consideration
to reports from the auditors on ther mternal
quality procedures Addihonally, auditor
independence and objechvily was assessed,
gmving consideration fo the auditors” corfirmation
that thewr independence 1s not impaired, the
overall extent of non-audit sennces provided by
the extemal auditors (as descnbed further below)
and the past service of the auditors who were

first appomnted in 2002 The Commuttee also
considered the {tkefihood of a withdrawal of the
auditor from the market and noted that there are
no contractual obligations to restnct the choice of
extemal auditors The Board concurred with

the Committze’s recommendation for the
reappointment of Deloitts LLP as the Company’s
auditors for 2010

The Committe has reviewed, and ts satisfied
wath, the Company’s arrangements whereby
staff may rasse concems regarding impropnetes
n confidence, which would be addressed

with appropriate follow-up action On behalf

of the Board, the Commuttee has reviewed the
effectrveness of the Company's intemal controls
and risk management systems, including
considerahon of an intemal audst function, which
15 more fully described tn the Risk Management
and Intemal Control section of this report. The
Committes has revewed and approved the
related compliance statements set out therain
The Commuttee has addibonally reviewed and
approved the statements regarding compiiance
wath the Combined Code The Committee
reviewed and discussed with management and
the auditors the Company’s relevant financial
mformation pner to recommendabon for Board
approval This inciuded in particutar the financa
statements and other matenal infermation
presented n the annual and half year reports.
The Committee considered the sigruficant
fmanesa! reporting rssues, accounting policies and
judgements impacting the financial statements,
and the danty of disclosures The Committee
conducted a review of its TOR and of the
effectiveness of its own performance
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External Auditors - Non-Audit Services
In s process to assure continued auditor
indeperdence, it is the Commuttee's policy

to review all propesed non-audit services on

a casa by case basss, rather than by reference
to pre-aflowed or disallowed services, and
regardless of size or scope (n particutar, the
Commttee closely monstors the tesms on wiuch
the Remuneration Committes, with approval

of the Audit Committee, has independently
appointed the Company's auditors as advisors
The adwisors’ terms of reference restrict the
provision of certain serces In order fo maintain
auditor mdependence and the scope and value
of services to the Group is under continuous
review The Committze approved the non-aught
services provided by the external auditors n
2009, having concluded such services were
compatible with auditor mdependence and
were consistent with relevant ethicat guidance
Details of these non-audit services are set out
in Note 9 to the financial statements

Nominations Committee

The Nomirexhons Committee e chaired by Mr

Rur de Sousa, the Non-Executive Chairman of

the Company It addisonally compnses Mr Ed
Story, the Chuef Executive Officer, and Mr Olivier
Barbaroux, Mr John Norton, Mr Robert Cathery
(apponted 10 June 2009) and Dr Miks Watts
(appainted 14 August 2009), who are independent
Non-Executive Dmectors. Mr John Snyder served
on the Commuttee until tes rebrement at the 2009
AGM The Commuttee meets at least once a year
lts pnmary responsibifites mclude making
recommendatons to the Board regarding the
appontment and reappomtment of Directors and
Committee membershups, It is responsible for
review and recommendations regarding overall
Board structure and composstion, succession
planning and establishing an ongoing process

for evaluating the Board and its members

The Committee hetd two meetings m 2009

and has conducted one meeting to date in 2010
Other Non-Execubve Directors were in attendance
at a portion of these meetmgs by mvitation
Certan Committee functons were delegated to
a sub-commuttee, which acted on behalf of the
Commuttee after an appropnate dialogue among
Committee members to ensure a consensus of
views. Addibonally, a number of other informal
meetngs and commumscztions took place
between the Chamrman, vanous Committee
members and the Company’s executives

and employees.

Ourng the year the Committee reviewed Board
structure, size and composition, incuding a
profile of the skalls, knowledge and expenence
represented on the Board, which was utihsed
to faciltate the Board's review of Director
independence, including tenure in parhcular
The Committee made recommendations to the
Board concerming plans for succession which
were developed in consideration of the need for
refreshment while taking nto account the skalls
and expenence needed on the Board to meet
the speafic challenges and opportunibes facing
the Company The results of these reviews were
1n tumn utlised in developing the Committee's
recommendations for Board appomtments as
well as for contnuation in office and
reappointment of retinng Directors

Consideration is
given to the broad
capabilities
represented on the
Board and the ability
of these to meet the
unique challenges
facing the Company

After giving consideration to Board structure

and compostion, evaluabons, tme commiiments,
length of service, indvidual contribubons,
refreshment and the requirements of the Board,
the Commuttee recommended that each of the
retnng Directors, including those offermg to stand
for reappomtment and those standing for electon
at the first AGM following appomtment, be
proposed by the Beard at the forthconmng AGM

Process for Board Appointments

The Commuttee has a process in place for
identitving and nominating candidates to fill
vacancies which may anse from time to tme,
including ensunng Beasd membership 15
sufficiently refreshed and retains an appropnate
batance of skills and expenence The Commuitee
develops an appropnate description of the role,
estimated tme commitment and the capabilrres

whiich would complement the compestbon of the
Board and 1ts Committees. The Committee woutd
expect to utilise an independent extemal advisor
to facilitate any search A diverse list of
candidates & compiled and a ngorous review
process undertaken, invohving other Board
members gs deemed appropriate Committee
recommendations are submirited for full Board
approval The Company Secretary facilitates
induction upon appointment. The Committee
successfully conducted a search utihsing this
process in 2009 to identify a candidate to replace
Mr John Snyder who retired at the last AGM An
additional sutable candidate was subsequenty
identified and added to the Board Further detatls
of the process undertaken by the Board in 2009
can be found tn the Succession and Appomntments
secton above

Performance Evaluation

The Committee led the Board in evahuating its
own performance and that of its Committees
and indivdual Directors The Company Secretary
facilitated compalation of the results The Senior
Independent Director facilitated relevant
discussions regarding the role of the Chaimnan
The process was undertaken for the purpose of
adding value to the quality of the Board and its
procedures through identifying and addressing
strengths and weaknesses Additionally, it was
utilised to assess Director effectiveness and the
time commitments of Non-Executive Directors.
Actions for improvement were undertaken as
deemed appropriate The Commuttee performed
a rewiew ofits TOR and of its own performance
as part of this process.

Remmuneration Committee

The Remuneration Commtiee is chaired by

Mr Peter Kingston, the Semor independent
Non-Executive Director, and additionatly
compnses Mr Qlmer Barbaroux, Mr Martin
Roberts, Mr Robert Cathery (appomted 10

June 2009) and Ambassador Antdruo Monteiro
{apponted 11 August 2009), who are mdependent
Non-Executve ODirectors The names and
quatifications of each of the members are set
out on pages 34 and 35 The Committee s
responsible for recommending for approval

by the full Board the remunerabon of the
Chairman, the Executive Directors and the
Company Secretary Dunng 2009, the Commities
conducted areview of its TOR and of the
effectiveness of its own performance Details

of the Commttee’s policies and objectves are
set out in the Directors’ Remuneration Report

on pages 48 to 56




The Board
promotes the
highest level
of integrity
and honesty
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The Directors’
Remuneration Report

The Remuneration
Committee is
responsible for
determining and
agreeing with the
full Board abroad
remuneration policy
thatis aligned with
the Company’s
business strategy
in the creation of
shareholder value




The Directors’ Remuneration Report has been
prepared tn accordance with Schedute 8 of the
Large and Medium Sized Compames and Groups
{Accounts and Reports) Regulatons 2008 and the
Lsting Rules of the Financial Services Authornty
The disclosures contamed i thes report that are
specified for audit by the Regutations and are
covered m the scope of the Independent Auditors’
Report on page 59, are separately identified
below and {(where relevant) are presented in

US dollars conststent with the Group's audited
financial statements. A resokution to approve the
report will be proposed at the forthcoming Annual
General Meeting (AGM)

The Comparty has complied throughou the
penod with the prowisions relating to Directors’
remunerabon set out m the Combned Code on
Corporate Governance that was issued in 2008
by the Financial Reportmg Council {the Code) The
Company has applied the pnnciples set out in
Code provisions and m Schedufe A to the Code
as descnbed below

Remuneration Committee

The tndependent Non-Executve Directors who
sesve on the Remunerahon Committee are set
out on pages 34 and 35 The Board 13 keenly
aware of s duty to enswre, on behalf of
shareholders, that the Committee 13 wholly
ngdependent. All members are mdependent of
management and free from any conflicts of
mterest ansing from cross-directorships or
day-to-day mvolvement n running the Company's
business. No member has any personal financial
unterest, other than as shareholders, in the
matters delegated to the Committee No Director
plays a role in deciding bis awn remuneration

The Company’s process for assessing
independence and balancing the Board’s
requrements for retenbion of expenence with
succession and refreshment are set out m the
Corporate Govenance Report on pages 40 to 47,
and included a specific review of the Committee’s
membership and chaimanship in 2009 in hght of
this review, Committee memberstip has been
refreshed with the addition of two independent
Non-Executive Directors The Board applies a
specific set of focused cntena in the assessment
of long tenured Directors and, with careful
consideration, has determined that the tenure of
Mr Peter Kingston and Mr Olner Barbaroux has
not affected therr independence or ther abifity

to bring independent pudgement to bear in the
discharge of their dutes. Being satsfied of his
contimued independence, the Board considers
that Mr Kingston's chairmanshp contmues to

be i the best interest of the Company, and that
his extensive refevant expenence and contnued
attenton 10 evoling marke! prachce best
posttions hum to provide the independent
leadership and gudance requared by the
Committee and, in particular, ts new members.

The Board will continue t apply ngorous scrutmy
in its assessment to ensiwwe mdependence
remains evident in the Commuttee’s policies and
proposals, and in the qualibes and behawiours

of its members Addibonal informabon regarding
the Committee s contained in the Corporate
Governance Report on pages 40 to 47

The Committee has
an ongoing process
for monitoring its
policies

The Committee 1s responstble for determmning
and agreeing wath the full Board a broad
remunerabon policy that ts ahigned with the
Company's business strategy in the creation

of shareholder value Within the context of that
policy, the Committee is responsible for setting
the total remuneration packages of the Executive
Directors and the Company Secretary The
Commuttes also monitors the remuneration
practces and trends throughout the Group's
internaticnally based workforce, including in
particaar for semor staff who contribute most
sigmficantly o achieving the Company's strateqic
ams. Additonally, the Committes 5 responsible
for setting the remuneration of the Non-Executive
Chamman. The Committee’s recommendatons
and dectsions are developed in full consideration
of the Code, msttubona) guidelines and evoiving
market pracbce, with particular attention being
gwven to the challenges represented by the
current economic environment.
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In descharging its duties dunng the year,

the Commuttee consutted with the other
Non-Executive Directors, and its proposals

were approved by the fufl Board 1n particular,
the Committee has sought adwice as it considers
appropnate from Mr Rul de Sousa as a significant
shareholder, who it considers offers the
Carmmuttee a vatuable perspective on the
concems of shareholders generally in ensunng
the strategy to afign executve interests with
these of shareholders remains properly weighed
against the overall quantum of remuneration
and the cost fo shareholders. The Committee
consutted with the Cruef Executive on its
proposals for the other Executive Director and
servor management, and recerved admuntstrative
assistance from the Company Secretary The
Audit Commuttee 13 consulted as deemed
appropnate in settng and assessing the
futfilment of targets based on financtal terms

Deloitte LLP (Delotie) was independently
retamed by the Committee as adwisors and
provded atvice on executrve remuneration in
terms of relevant cument market practce and
developments m best practice guidance, and

n partcular on the testng and setting of
performance cnitena for incentive plans. The
ongnal apportment of advisors resuited from

a tender process and altemate adwisors are
considered from time to tme  Deloitte also
provided audit services to the Group, as set

out i Note 9 to the financsal statements and
descnbed more fully i the Corporate Govemance
Report on pages 40 to 47 The adwisors’ terms of
reference restnct the provsion of certain serices
m order to mamtam auditor independence, and
the scope and value of serices to the Group is
under continuous review Adwvice is developed
with use of established methodologres and the
adwesors are not nvolved in the decision making
process. Adwisory partners and staff have no
mvolvement in audit, and are not involved In

the preparation of audited information

Remuneration Policy

The polictes described in this report have been
applied throughout 2009 Whilst these policies
are envisaged to be consistently applied in the
following and subsequent years, the Commuttee
has an ongoing process for montonng s policies,
including its arrangements for performance based
pay, against evolving market practce and relevant
gurdance and with due regard to the curent
economic chmate Any proposed change wiuch

13 materiat s only implemented following a
consuftation, review and approval process
deemed appropnate to such change

‘The Directors believe that a uriquely qualified
and motivated executive management s vital
to the effective management of the Company's
international portfolio and the successhd execubon
of the Company’s stated strategy for building
shareholder value (t e3 the Commuitee’s obsective
to attract and retam hugh calitre executives
through remuneration which 1s competitve with
that offered in comparable businesses and 15
appropriate o those individuats’ postbons,
expenence and value to the Company

The Committee aims to design remunerabon
packages with a significant short and long

term performance related element linkang
appropriate, but significantly greater, rewards for
greater achievements The Commuttee seeks to
ensure performance based pay s fmked to its
business strategy To actueve this, shorter term
performance s mosutored against targets based
on the Company’s strategic plan In the longer
terrn, performance targets are more closely Imked
to share pnce performance as an indicator of the
Company's success in buildmg shareholder value
Within this broad framework, the Committee

is commutted to taking parbcular care that
remunerabon does not reward excessve

nsk taking or fatlure

Executive Directors

The Commuttes reviews all aspects of
remuneraton on an annual basss and with respect
to ndividual and corporate performance dunng
the year These reviews are nommally conducted
in December The projected value and structure
of the Executve Directors’ remuneraton
packages are benchmarked against competihive
market ranges, taking into consideration the
Group's size and complexty, and positioned
within those ranges considering the Executive
Directors’ entical value to the Company and
demonstrated performance over tme Similar
henchmarking techruques are applied to
non-Board employees and the Committee
monutors senmor staff remuneraton packages
dunng the review of Executive Directors’
remuneration packages Year on year results of
benchmarking are romitored for indicatrons of
patential unwarranted upward ratcheting

Package Components

Executive remuneration compnses a fixed
bastc salary and eligibifity to recerve an annual
performance based cash boaus and annual
awards under incentive plans approved by
shareholders and designed to prowide appropnate
longer term incentive opportunities Overall
packages are structured to deliver 60% of

the prosectzd value of the Directors’ total
compensaton opportunity from performance
retated elements at performance levels in the
middle of the target range, increasing to 80%
at exceptiona) performance levels Executive
Dmectors are eligible for addtional benefits,
including money purchase pension scheme
contributions, a permanent health insurance
scheme, medical insurance, hife assurance
cover, cntical lness cover, travel and expatnate
benefits and car benefits
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BasicSalary

Basic salaries for the Executive Directors (who are
both US crhzens) are denominated m US dollars,
consistent with the Group’s reporting currency
and the pnmary cumency of Group operations
Bastc salary is fixed at appointment or in relabon
to changes in responsibility, and 1s reviewed
anmsally Particutar care Is given in fixang the
appropnate salary level considenng that cash
bonus and incertive pian awards are generally
set as a fraction or muthple of basic salary Basic
salary 1s the only element of a Director’s pay
which 1s pensionable Annual reviews take

into consideration adwice from remuneration
consuttants regarding relevant current market
practice for satary leveds and satary increases,
as well as demonstrated performance Following
the annual review conducted in December 2009,
with effect from 1 January 2010 each Executive
Director’s basic salary has been icreased by
3% (2009 — nil %)

The performance
measures for 2010

are intended to focus
behaviour and activity
towards deploying the
Company’s strategy

Bams

Bonus awards are considered in two levels,
wherein expected performance will result in
awards m a target range of up to 50% of satary,
with a stretch level prownding a maximum annual
cash bormss opportunity of up to 100% of salary
The Remunerabon Committee, however, reserves
the ahility to award a borsus above this maxmum
amount i the event of truly excepbonal
performance m the year

The annual cash bonus is awarded based on
individual and corporate achievements dunng
the year towards goals based on the Company's
strateque plan Goals ara set annigfly for each
portion of the Company’s portfolio aimed at
actueving the specific challenges the Company
faces m mesting s strategic objectives. The
monitored measures for paricular projects may
inctude specified tmetables for sessmic, dnilling
and construction programmes, dnilling success
rabos, discovery targets, reserve levels and
production targets Portfolio objectves are set
regarding progress towards potential non-core
asset divestitures and new ventures. Corporate
goals, safety and environmental measures and
financia) measures against idgeted levels are
additicnaity established as deemed appropnate

The pesformance measures for 2010 are intended
to focus behaviour and actvity towards deploying
the Company's strategy of progressing proects,
captunng thew potential and realrsing value for
shareholders at an appropnate stage This
emphasises achievements required to grow the
business over the lgnger term rather than short
term revenues, and avouds promoting excess sk
taking to achieve a short term bonus opportunity
The actual achievement of each goal 1s ranked
against a scale of expectabons. Goals targetmg
approprata stewardship of the Company’s
resources in the current econormic environment
will continue to have increased pnonty
Addiionally, objectives over safety and
emironmental measures have mcreased in
pnonty in comunction with commencing dritling
operations in Afnca. The Commuttee retains
discretton over the amount of bonus pard out to
ensure that appropnate considerabon s given to
the relatve iImportance of the achievements in the
year and the actual contnbution of these towards
furthering the Company's strategc plan The
specific targets set agamst these measures are
considered to be commercially sensitive and

are therefore not set out heremn

The pnoritrsed goals for 2009 focused on funding,
prepaning and progressing the Company’s
portfolio of projects to the next appropriate stage
of execution An excephonally active drilling
programme (s now scheduled to begin in 2010
with potental impact on reserves and producton
from development, appraisal and exploration
prajects, which i1s the culmination of the
sgnificant effort and achievement of objectives
across the portfolio throughout 2009 The TGT
development plan receved Govemment approval,
and benchmark targets cntical to maintaining the
accelerated development on schedule for a 2011
start up were met. The Company successfully
planned and executed a two well drlling
prograsume in Africa, achieving a 50% success
rate with the results of the Viodo well

The first well, which represented an opportunity
to exceed target performance, was not
successful The measure of corporate goats
aimed at ensunng appropriate funding for the
Group's programmes 18 evidenced by the year
end cash postion and the successful January
210 placing of 7 2 mullion shares, wiuch was
considered well executed and well recerved by
both the market and shareholders generally
Based on these actuevements, performance was
measured on target for 2009 and bonuses were
awarded to Mr Ed Story and Mr Roger Cagle

&t the target bonus leve! of 50% of salary in
accordance with the Company's policies
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Long Term Incentive Plan (LTIP)
Partapaton m the Company’s LTIP 18
discretionary and detesmined in consideratton

of corporate and indiwdual performance Awards
are subject to limuts on indivdual participation
whereby the market value, as measured at the
date of grant, of shares subject to awards made
in any financaal year wall net exceed 200% of the
executive’s total eamings in that year, except n
exceptional circumstances on appointment The
Commuttee, however, has a policy of operating
withm the more restnctive annua limit of 200%
of the executive’s base salary

An employee benefit trust cuently holds
sufficient SOCO shares to satisfy all shares
condibonally awarded under the LTIP, as more
fully descnbed in Note 26 to the financial
statements. Decistons governing acquisitions of
shares niip the trust are considered and approved
by the full Board. The aggregate number of new
issue shares whach may be subject to awards
under all relevant executive share schermnes shalt
not exceed 5% of the ordinary share capital of
the Company in any rolling ten year penod
Accordingly, at 31 Decemnber 2009, 3 8 muliion
new issue shares (2008 — 3 7 mullon) may be
subgect to awards, of which there ts available
capacity remainmg of 19 million shares (2068
=~ 09 mifion)

Al the date of grant of an award, the Commuttee
sets appropnate performance cnitena to be
measured on the third anniversary of the date
of grant and deemed fufilled to the satisfaction
of the Commutiee before the award can be
exercased or vest LTIP awards are considered in

the course of the annual review in December,
which s mtended to put in place an opportunity
for regular annual vesting based on performance
targets aclueved over successive three year
periods. Award levels will take into account the
nature of performance targets to ensure that
projected total compensation opportunity at
assumed levels of share pnce growth is
appropnate n the prevaling market. Cnce the
Commiitee deterrines performance critena
have been met, thers may additionally be a
requirement that awards be held for a specified
ratention penod pnor to exercise or receipt.

After conducting a specific 2009 review and
assessment of altematve performance measures,
the Remuneration Commmittee continues to
consider that the Company’s relative total
shareholder retumn (TSR) provides the pnimary
basts for determining the value generated for
shareholders over the longer term, and ts also
the pnmary indicator of the Company’s overall
corporate performance No change to the
performance measure IS proposed, as the
Company's long term goals remain unchanged
and, despite the potential impact of market
volatility on thts measure, the Committee
considers it will continue to align the executives'
interests to those of shareholders Accordingly,
performance targets for awards to date have
been set with reference to the Company's relatve
TSR performance over a three year penod agamst
a range of comparator companies in the od
exploration and production sector Pnor to the
vestng of an award, TSR resutts will corttinue to
be underpinned by additonally considering, in
tight of any exceptional circumstances during the
televant three year penod, whether the TSR
results are consistent with the achievement of
actual underiying financial and operabonal
performance of the Company For awards to date,
thas shall pnmanly be assessed, on the basts of
appropriate extemal adwice, In terms of the
additions to and the management and quality of
the Group’s o1l and gas reserves i view of goals
set by the Board

The Committeg’s review in 2009 additonally
focused on the comparator group, which to date
has sector comparators m the UK
listed environment. For the December 2009
awards this group has been extended to mctude

other intemational comparators, focusing
primarily on companies n the exploration sector

2009 focused on
funding, preparing
and progressing the
Company’s projects

The enfarged comparator group, which s set out
betow, has been applied to awards grarted in
December 2009 In consideration of corporate
and mndivdual performance discretionary awards
were granted over shares with a market value of
190% of base satary

The TSR comparator group for awards made
respect of the penods between 2006 and 2008"
and n Decernber 2009 s set out below:

Afren™, Bowleven, Caim Energy, Coastal
Energy™*, Dana Petroleum, DNO Intemational**,
Guifsands Petroleum**, Hardy Oil and Gas**,
Hentage O, JKX Oul and Gas, Lundin
Petroleum™, Maurel & Prom**, Newfield
Explorabon™, Nexen**, Niko Resources™, Oil
Search*, Premter Oil, Regal Petroleum, ROC Ou),
Salamander Energy, Santos**, SOCO, Steritng
Energy, Talisman Energy**, Tullow Oil

“The ongnal comparator group atso nchuded Armanex, end
adcEhonaly inchadad Burren Energy, First Calgary and Venture
Producton who kave subssquently been de-sted.

**Addibanal comparatos companies for 2009 awards




SOCO Internation:s! pic 53
Anzual Report and Accocnts 2009
Flve Year TSR Performance
The performance graph above sets out SOCO's
TSR performance over the past five years The
FTSE O & Gas Index performance s similarty
set out, being a broad market index which s
Measurement of the Company’s performance sector specific
cntena 1s camed out with reference to extarnal
data sources provided by the Commitiee's
remuneration advisors to ensure its
independence No award will vest if the TSR Performance measures
ranking 15 below the median if ranking exceeds ' : :
the median, 30% of the award wall becoms will COI:Itln'I;I_e to a'hgn the
mpaupem::m vestmg, wath ful vesting only for executives' interests to
in the top 16 percentle The actual
vestng percentage will be calcutated on a pro those Of shareholders Other Policies
rata bass between ranking posstions to more With prior approval of the Board, Executive
closely reflect SOCO's actual TSR performance Directors are allowed to accept non-executive
relative to the next hughest and lowest Share Option Plans appointments to other boards and to retan the
comparators. At the 2009 AGM, shareholders approved The associated directors’ fees Under this policy Mr Ed
S0CO 2009 Discretionary Share Opbon Plan (the  Story serves on the board of Caim thdia Limited
Following measurement of the Company’s Plan), which 1s intended fo provide flexibility tn and previously served on the board of Cam Energy
performance aganst the comparator group for motvating and retaiming semor staff members. PLC for which he retamed associated fees for 2009

awards granted in 2006, 53% of the awards have
been declared vested The Commuttee s sabsfied
that the performance crntena measurement has
resulted in a vesting level appropnate to the
undertying performance of the Company over the
performance penod. Those awards not declared
vested have lapsed

Further detals of meentive share awards are set
out in the tzble on page 55 and in Note 27 {o the
financial statements. Charges which have been
reflected n the Group’s mcome statement in
respect of incentive schemes are set outin
Note 27 to the financial statements.

No awards have been granted under the Plan.
There ts no curent intention for Executive
Directors to parbcipate

Pension Contributions

In 2009, contnbutions were paid mto two money
purchase penston schemes in respect of the
Executive Derectors. Annual contnbabon levels
are set at 15% of salary The Company monrtors
its pension commitments, inciuding Executive
Directors’ arrangements, tn fight of pensson
legislation and taxabon in the relevant
jurisdictons No changes in contributon levels
are currently contemplated.

m the amotnt of £2,500 Mr Roger Cagle serves on
the boards of Vostok Energy Limuted and Dosmimon
Petroleurn Limited and retained associated fees for
2009 in the amount of £56,667

The Executve Directors have held, and continue
to build, a meaningful shareholding since
founding the Company m 1997 Accordingly,

and giving due respect to the Executives’
demonstrated actions, the Baard has not set this
requirement out in policy An appropnate poficy
regarding shareholding targets wall be grven
considerabion upon any prospective Executive
Drector appointment.
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Directors’ Emoluments (Audited)

Fees/basic Bensfits Annual Total Total
satary In kind bonus 2009 2008
$000’s $000's! $000's $000°s $000's
Executive Directors
E Story 814 448 407 1,269 1,333
R Cagle &N 7 305 963 1,020
Non-Executive Directors?
A da Sousa 238 - - 236 250
P Kingstor?® 102 - - 102 120
0 Barbaroux 83 - - 67
R Cathery 63 - - 63 67
E Contira 63 - - 63 67
A Monteiro 35 - - 35 -
J Norton 63 - - 63 67
M Roberts 63 - - 63 67
J Snyder 28 - - 28 67
M Watts 24 - - 24 -
Apgregate emotuments 2,165 a5 712 2,972 3125

" Benefits include medical insurance, permanent health insurance, irfe assurance cover, cntical Hiness cover, travel and expatriate benefits and car benefits

2 Non-Executive Directors’ fees are sat in GB pounds and have been reported in US dollars at the annual average exchange rate

2 Emoluments receivabla by Mr Peter Kingston are paid to Peter Kingston & Associates.

No Directors received amounts as compensation for loss of office as a Director dunng the year

Non-Executive Directors

The remuneraton of the Non-Executive Chairman
ws st by the Commuttee and approved by the
Board. The remuneration for ather Non-Execubve
Directors s recommended by the Chief Executive
and the Charman and detenmined by the Board
asawhole Rermuneration levels are set based on
outside adwice and the review of curent practices
m other companies, gnng consideration to the
time commitment and responsibiities of the role
In conswderabon of moreasing demands and fee
levels in recent years generally, SOCO has given
parbeular atterhion to benchmarking data to
enswre ifs fees rematn appropnate Based on
these factors, the annual fees for services remain
unchanged from those rates reflected in the
table above The fees have been set wathin the
aggregate fimis set out m the Company's Aricles
of Assoceation and approved by shareholders
Non-Execytive Drectors are not ehgible for
partcipation m the Company’s incentive schemes
©Of pension schemes

Directors’ Contracts

Executive Directors’ contracts are for an mdefirte
period and are terminable by erther party on
gming one year's nobice which may be satisfied

. with & payment in lieu of nobice The contracts do

not contam specfic tenmunabon prowsions. The
Comnuttee has a duly to prevent the requrement
to make payments that are not sinctly mented,
and endorses the pnncaple of mrigaton of
damages on early termmnabon of a sennce
contract Any payment on easty termmation

will be assessed on the bass of the parbcudar
circumstances, but tn any event will not be

in respect of any penod beyond the one year
specified by contract The Non-Executive
Directors’ appointments are termmable at the
wll of the parties but are envisaged to establish
an inghal term of three years after which they wall
be rewiewed annually The dates of the Directors’
service contracts or letters of appomtment,
which may not comcide with ther mrhal date

of appointment, are set out m the Annual Report
of the Directors on page 37

Directors’ Transactions

Pursuant o a lease dated 20 Apnl 1997, Comfort
Storywlle {a company wholly owned by Mr Ed
Story) has leased to the Group office and storage
space in Comfort, Texas The lease, which was
negotiated on an am’s length basis, has a fixed
rmontiy rent of $1,000

In March 2008, the Company, through its Group
subsidiary, entered into a producton shanng
contract over Block 5, located in eastern
Democratic Republic of Congo (Kinshasa} Mr
Roger Cagle 1s the Non-Executive Chairman

of Domimon Petroleum Limited, one of the
co-venturers




Directors’ Pension Entitlements (Audited)
Centnbubons paid into two money purchase schemes by the Comparty n espect of the Executve Dwectors were as follows

2009 2008
$000°s $000s
E Story 122 129
R Cagle 92 97
214 226
Directors’ Incentive Share Awards (Audited )
Details of Directors’ options or nghts to acguire ordinary shares in the Company are as follows
Asal Asat Date
1 January Granted/ 31 December potentialty
2009 awardod Exercised Lapsed 2009  exercisable® Expiry date
E Story
Deferred Bonus 160,000 - - - 160,000 01.01.03 210311
LTIP! 175,140 - - - 175,140  24.05.04 23051
153,840 - - - 153,840 10.12.04 09.12.11
75,600 - 75,600 - - 2012.08 -
55,600 - - 22,796 32,804 18.12.09 -
37,700 - - - 37,700 12.12.10 -
- 64,400 - - 64,400 07.01.12 -
- 72,200 - - 72,200 171212 -
R Cagle
Deferred Bonus 112,000 - - - 12,000 01.01.03 210311
LTIP 122,580 - - - 122,580  24.05.04 23.0511
107,760 - - - 107,700 1012 04 09.12.11
52,960 - 52,900 - - 201208 -
41,700 - - 11,097 24,603 18.12.09 -
28,300 = i - 28,300 121210 -
- 48,300 - - 48,300 070112 -
- 54,100 - - 54,100 17,1212 -

7 Additorea) details regarding the LTIP are set out within thus report. LTIPS were exercised on 8 January 2009 at a market pace of £12 046, resutting in a gain of £0 9 rullion and £0 6 mdhon
on exescrse by Mr Ed Story and Mr Roger Cagle, respectively Those awards set out as exercisable pnior to 1 January 2008 are in the form of nil price options to acquire ordimary shares in the
Company Awards exercisable subsequently are in the form of contingent nghts to acquire ordinary shares in the Company at no cost. Those awards set out as exercisable pror to 1 January
2{H0 have been tested aganst the relevant performance schedules attached to the awards and the balance heid as at 31 December 2009 has been determined to be fully vested Vesting of
the awerds exercisable subsequently and delivery of shares remains condibonal upon performance cntena and considerahon of Model Code restictions The date of expiry of awards may be
delayed m consxierahon of Model Code restrictions

2 Opbons may not be exerased without appropriate Board consents the Board hawing given consideration to any reguirements on participants to maintain a specified mmunum number of
shares undes ophon {or equivalent shareholding requirements)

The market pnce of the ordinary shares at 31 December 2009 was £13 40 and the range dunng the year to 31 December 2009 was £9 345 to £14 85
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Directors’ Interests

The Dwrectors who held office at 31 December 2009 had the folowing nterests (all of which were beneficial except as noted below) i the ordinary
shares of the Company (Shares), warrants to subscnbe for the same number of Shares (Warrants) and contingent rights or opons to acquire Shares

{Options) at 31 December 2009

Mumbar of Shares Mumber of Options’ Number of Warrants

2009 2008 2009 2008 2009 2008
Exacutive Director
£ Story 2,874,459 2,826,415 696,084 657,880 - -
R Cagle? 1,780,769 1,726,843 826,399 774,340 - -
Non-Executive Director
R de Sousa? 770,078 770,076 - - 1,509,201 1,509,201
P Kingston 4,000 4,000 - - - -
0 Barbaroux 20,000 20,000 - - - -
R Cathery 100,000 100,000 - - - -
E Contini 55,000 50,000 - - - -
A Montetro - - - - - -
J Norton 115,000 115,000 - - - -
M Roberts 5,000 5,000 - - - -
M Watts 6,020 - - - - -

' Detaits of Options granted %o or heid by the Directors in respect of thew services as a director, including any relevant conditions of exercise, 2re sst out t the table of Orectors’ ncestive

Share Awarda

2 Af 31 December 2009, Mr Roger Cagie's interests included 637,053 Shares (2008 - 614,338} and 328,816 Optoas (2008 — 209 160) held by Ms Cynthua Cagls, the Ophons hawing been

grarted to her m respect to her services to tha Group

748,652 Shares (2008 — 48,652) are hetd by My Rul ds Sousa personally 721,424 Shares (2008 — 721,424}, 55,336 Warrants (2008 — 55,336) at an exercise price of £0 55 per Share, 925 187

Warrants (2008 - 925,187) at an exercise price of £0 60 per Share and 528,678 Warrants (2008 - 528,678) at an exercss pnce of £0 65 per Share are held by Palamos Limited,

a connectad person to Mr de Sousa

Whuist the Executive Directors, as potential beneficiaries, are technically deemed to have an interest tn al) Shares held by the SOCO Employee Benefit Trust
(Trust), the table above only inclutes those Shares which are potentrally transferable to the Directors and thesr families pursuant to Opbons which have been
granted to them under incentive schemes facilitated by the Trust Details of the Trust and s holdings are set out in Nate 26 to the financial statements.

Suhsequent to 31 December 2009, 30,000 Shares were acquired by Mr Ru de Sousa personally, 2,000 Shares were acquired by Mr Olivier Barbaroux and
4,665 Shares were acquired by Or Mike Watts There have been no other changes i the interests of the Directors between 31 December 2009 and the date
of ths report No Director held any other mterests i any Group comparies

Under the terms of an acquesibon approved

by shareholders in 1999, the Company and s
strategee shareholder group {mvestor Group),
ncuding Quantic Limsted (Quanbe) in whech Mr
Rua de Sousa has a non-nofifiable share mterest,
Jomby parbicapate in certam regions in which

the Investor Group uffiises s long established
ndusiry and government relationships to
negotate and secure commercial nghts in of

and gas progects. In the 2004 Annual Report and
Accounts the form of parbcipaton to be wtilised
wexs set out to be through exquity shareholdings

n wisch the nvestor Group hokds a munonty
nterest n specsal purpose entbes created to hoid
such progects. The sharehoiding terms have been
modefled after the SOCD Vietnam Ltd amangement
winch was negobated with third parties Quantic’s
mmonty hotdings m the subsidiary undertakings,

which principally affected the profits or net assets
of the Group, are shown in Note 17 of the
financial statements The Group has entered mio
a consulting agreement, which the partes have
agreed to extend through December 2010,
wherein Quantic s entitted to a consuttng fee m
the amount of $50,000 per month in respect of
such serices as are required to review, assess
and progress the reafisabon of ol and gas
explorabon and production opportunites i
ceriamn areas

Approval
Thus report was approved by the Board of

Directors on 23 March 2010 and signed on iis
behalf by
Peter Kingston

Remuneration Committes Chabnan
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Independent Auditors’ Report to the
Members of SOCO International plc

We have audited the financial statements of
SOCO Intemational plc for the year ended 31
December 2009 which comprise the Group
Income Statement, the Group and parent
Company Statements of Comprehensive Income,
the Group and parent Company Balance Sheets,
the Group and parent Company Statements of
Changes in Equrty, the Group and parent Company
Cash Flow Staterments, and the related Notes 1

1 32 The financial reporting framework that has
been apphed in their preparation Is applicable law
and International Financial Reporting Standards
(IFRSs) as adopted by the European Unlon and as
regards the parent Company financial statements,
as apptied in accordance with the provisions of
the Compames Act 2006

This report 18 made sofely to the Company's
members, as a body, in accordance with Chapter
3 of Part 16 of the Companies Act 2006 Qur audit
work has been undertaken so that we might state
to the Company’s members those matters we are
required to state to them m an auditors’ report
and for no other purpose To the futlest extent
permstied by law, we do not accept or assume
responsibility to anyone other than tha Company
and the Company’s members as a body, for our
audit work, for thes repoet, o for the opinions we
have formed.

Responsihilities of
Directors and Auditors
As explamed more fudly in the Directors’
Responsibilibes Statement, the Directors are
responsible for the preparation of the financial
statementts and for being satisfied that they qive
atrue and far view Our responsibiity is to audit
the financial statements m accordance with
apphcable law and Intemational Standards on
Auditing (UK and Ireland) Those standards require
us to comply with the Auditing Practices Board's
(APB's) Fttucal Standards for Auditors

Scope of the Audit of the Financial
Statements

An audit involves obtaining evidence about

the amounts and disclosures in the financial
statements sufficient to give reasonable
assurance that the financial statements are free
from material misstatement, whether caused by
traug or error This Includes an assessment of-
whether tha accounting policies are appropriate
to the Group's and the parent Company's
dircumstances and have been consistently
applied and adequately disclosed, the
reasonableness of significant accountng ¢
estimates made by the Directors, and the overall
presentation of the financia) statements

Opinion on Financial Statements

In our opinion

« the financial statements give a true and fair
view of the state of the Group’s and of the
parent Company's affars as at 31 December
2009 and of the Group's profit for the year
then ended,

» the Group financial statements have been
property prepared in accordance with IFRSs
as adopted by the European Lion,

« the parent Company financial statements have
been property prepared m accordance with
IFRSs as adopted by the European Unlon and
as applied in accordance with the provisions
of the Companies Act 2006, and

« the financia) statements have been prepared
in accordance with the requirements of the
Companies Act 2006 and, as regards the
Group financial statements, Article 4 of the
IAS Regulation

Opinion on other matters prescaribed

by the Companies Act 2006

In our opinton

» the part of the Directors’ Remunerabon Report
to be audited has been properly prepared in
accordance with the Comparees Act 2006, and

» the nformation given m the Directors’ Report
for the financial year for wiuch the financial
statements are prepared 1s conssstent with
the financial statements.

Matters on which we are required
to repartby exception

We have nothing to report in respect of the
foltowing

Under the Companies Act 2006 we are required

to report 1o you if, in our opinion

« adequats accounting records have not been
kept by the parent Company, or retums
adequate for cur audit have not been received
from branches not visited by us, or

« the parent Company financial statements and
the part of the Directors' Remuneration Report
to be audited are not in agreement with the
accounting records and retums, or

« certaln disckosures of Directors’ remuneration
specified by law are not made, or

« wa have not recelved ail the infarmation and
explanations we require for our audit.

Under the Listng Rules we are required o review
« the Directors’ statement contained within the
Annual Report of the Directors in refation to
gamg concem, and
« the par of the Corporats Governance Statement
relating to the Company’s compliance with the
nine provisions of the June 2008 Combined
Code specrfied for our review Y
e

Dawid Paterson )M‘-"‘
(Senlor Statutory Auditor)
for and on behalf of Deloitte LLP

Chartered Accountants
and Statutory Auditors
London, United Kingdom
23 March 2010
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Consolidated Income Statement
for the year to 31 December 2009

2009 2008
Notes $000's $000's

Continuing operations
Revenue 5,6 131,013 55,340
Cost of sales 371N (18.948)
Gross profit 97,238 36,392
Administrative expenses {6,785) (6,201)
Cther operating expenses - {19
Operating profit 9 90,451 30,172
Investment revenue 5 2,554 7,175
Other gains and iosses 7 1,715 1,488
Finance costs 8 (1,226) (1,447
Profit before tax 6.9 93,494 37,388
Tax [ X1] {42,376) 6,815)
Profit tor the year frem continuing operations 51,118 30,573
Discontinued operations 12
Operating profit from discontinued operations - 36,419
Investment revenue from discontinued operations - 107
Finance costs of discontinued operations - )]
Profit on disposal - 356,688
Profit before tax from discontinued operations 6 - 393,213
Tax 81 - (12,726)
Profit for the year from discontinued operations - 380,487
Profit for the year 9 51,118 411,060
Eamings per share {cents) 14
From centnuing operations 69.6 428
From discontinued operations excluding profit on disposal - 333
From profit on disposal - 499 2
Basic 636 5753
From continuing operations 61.9 379
From discontinued operations excluding profit on disposal - 287
From profit on disposal - 4305
Diluted 619 4971
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Statements of Comprehensive Income
for the year to 31 December 2009

Sroup Company

2009 2008 2009 2008

Notes $000’s $000’s $000's $000's

Profit for the year 13 51,118 411,060 6,887 459,358

Transfer from other reserves 4,209 3196 - -

Unrealised currency transtabon ditferences o8 (884) 55219 (174147
Total comprehensive income for the year

55,425 413,372 62,106 285,211
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Balance Sheets
as at 31 December 2009
Group Company
2009 2008 2009 2008
Hotes $000's $000's $000's $000s
Non—current assets
Intangible assets 15 103,462 363,958 - -
Property, plant and equpment 16 572,735 235,497 162 242
Investments 17 - - 512,031 448,010
Financial asset 18 36,247 34,383 - -
Deferred tax assets 19 - 1.251 - -
2,444 635,089 512,193 448,252
Current assets
Inventones 20 23,834 391 - -
Trade and gther recervables 21 19,946 31,812 542 298
Tax receivables n 172 132 85
Liquid investments 151,954 - - -
Cash and cash equivalents 155,619 303,433 240 1,143
351,623 339,329 914 1,526
Tota! assots 6 1,084,067 974,418 513,107 449,778
Current liabilities
Trade and ather payables 2 @23, 721) {22,512) (2,657) {(2,651)
Tax payables (10,686) (1.773) (387) (60)
Convertible bonds P! (232,674) - - -
(267 031) (24,285) (3,029) 2,717)
ot current assets (llabilities) 84,542 315,044 {2,110) {1,185)
Non—current labilities
Convertible bonds 23 - {228,245) - -
Deferred tax labilibes 19 (22,821) (3,219) - -
Long term provisions 24 (10,897) {8,283) - -
@338y (239,747) - -
Total liabilities (300,799)  (264,032) {3,024) 2,711)
Net assets 763,268 710,386 510,083 447,067
Equity
Share capital % 24,451 24,322 24451 24,322
Share premium account norn 70,369 0717 70,369
Other resesves 6 1317 14,697 (58,447) (58,520
Retamned eamings 656,423 600,998 473,002 410,896
Total equity 763,268 710,386 510,083 447,067

The financial statements of SOCO International plc, registered number 3300821, were approved by the Board of Directors on 23 March 2010 and signed
on its behalf by

=0
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Statements of Changes in Equity
for the year to 31 December 2009
Group
Share
Caited up premium Other Rotained
share capital account reserves sarnings Total
Notes $000's $000's $000's $000°s $000°s
As at 1 January 2008 23,549 68,355 49,437 187,626 328,967
New shares issued 773 2,014 - - 2,787
Share-based payments - - {31,769) - (31,769)
Transfer relating to share-based payments - - 106 (106) -
Transfer relating to converhible bonds - - (3,302) 3,302 -
Unrealised currency translation differences - - 225 (884} (659)
Retained profit for the year - - - 411,060 411,060
As at 1 January 2009 24,322 70,369 14,697 600,998 710,386
New shares issued %5 129 708 - - 837
Share-based payments 27 - - 8715 - 8715
Transfer refating to share-based payments 27 - - (740} 140 -
Transfer relating to convertible bonds - - (3,469) 3,469 -
Unrealrsed currency transiation differences - - (48} 98 52
Retamed profit tor the year - - - 51,118 51,118
As at 31 December 2009 24,451 norn 11,317 656,423 763,268
Company
Share
Called up promium Other Retained
share capital account reservas earnings Totad
Notes $000's $000's $000's £000°s $000's
As at 1 January 2008 23,549 68,355 (25,774) 125,685 191,815
New shares ssued 73 2,014 - - 2,787
Share-based payments - - {32,681) - (32,681)
Unrealised currency translation differences - - (65 (174,147) (174,212)
Reta:ned profit for the year - - - 459,358 459,358
As at 1 January 2009 2430 70,369 (58,520} 410,896 447,067
New shares issued . 129 708 - - 837
Share-based payments - - 50 - 50
Unrealrsed currency translation differences - - 23 55,219 55,242
Retained profit for the year 13 - - - 6,887 6,887
As at 31 December 2009 24,451 norr (58,447) 473,002 510,083
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Cash Flow Statements
for the year to 31 December 2009

Group Company

2009 2008 2009 2008

Kaotes $000's $000's $000°s $000's

Net cash from (used in) operating activities 28 77,030 45,056 (6435)  (18,764)

investing activities
Purchase of intangible assets (38,025)  (128,361) - -
Purchase of property, plant and equipment (35,876) (89,252) (6} (€)
Increase in fiquid investments' {151,954) - - -
Investment in subsidiary undertakings i - - (846T)  (418,291)
Dividends recesved from subsidiary undertalangs - - 13,352 9,146
Proceeds on disposat of substdiary 12 - 438,505 - 459,242
Net cash (used In) from investing activities (225,855) 220,892 4,879 50,091
Financing activities

Share—based payments % - {30,040) - (30,040)
New bank loans raised - 20,000 - -
Repayment of borrowings - {20,000) - -
Proceeds on issue of ordinary share capitat ] 837 86 837 86
Net cash from (used In) financing activitles 837 {29,954) 837 (29,954)
Net (decrease) Increase in cash and cash equivalents (147,988) 235994 m9) 1,373
Cash and cash equivatents at beginning of year 303,433 68,337 1,143 424
Effect of foreign exchange rate changes 174 (898) {184) (654)
Cash and cash equivalents at end of year' 155,619 303,433 240 1,143

* Liquid investments comprise short term Hiquid mvestments of between three to six months maturty while cash and cash equivaients comprise cash at bank and other short tsrm highly liquid
srvestments of less than thres months matunty The combined cash and cash squivalents and Equd tmveshments batance gt 31 December 2009 was $307 § million (2008 — $303 4 million)
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Notes to the Consolidated Financial Statements

01 General information

S0CO Intemational plc Is a company incorporated in the United Kingdom under the Companies Act. The address of the regstered office 1s given on page
84 The nature of the Group's operations and ts pnncipal actvities are set out in Note 6 and in the Review of Operations and Financial Review on pages
14 tp 21 and 22 to 25, respectively

02 Significant accounting policies

(a) Basis of preparation

The financial statements have been prepared i accordance with, and comply with, International Financtal Reporting Standards (IFRS) and on a going
concern basts of accounting for the reasons set out n the Annual Report of Directors on page 39 and i the Financial Review on page 25 The financial
statements have atso been prepared i accordance with IFRSs adopted for use in the European Umion and therefore comply with Articte 4 of the EU IAS |
Regulaton and with those parts of the Companies Act 2006 applicable to companles reporting under IFRS The financial statements have been prepared
under the histonical cost basts, except for the valuation of hydrocarbon inventory and the revaluation of certaun financial instruments. The financial
statements are presented in US doftars, wiech ts the functional currency of each of the Company's subsidiary undertalungs The functionat curmency of the
Company remams GB pounds although its financtal statements are presented n US dollars The pnncipal accounting policies adopted are set out befow

{b) Adoption of new and revised accounting standards

In the curvent year, the foflowing new IFRS and revised IAS have been adopted and have affected the disclosures presented in these financial statements
No pnor year adjiestments have been made to the amounts inctuded in the Consolidated Income Statement or Balance Sheets

« [FRS 8 Operating Segments IFRS 8 is a disclosure IFRS that has resulted in additonal disclosures relatng to geographical information and changes
in the way tax assets are presented {see Note 6)

= IAS 1 (revised 2007) Presentation of Financial Statements has introduced a number of changes in the format and content of the financial statements
n particular the requirement to present the Statements of Changes m Equity and the Statements of Comprehensive Income as pnmary statements

» Improving Disclosures about Financial Instruments (Amendments to IFRS 7 Financial Instruments Disclosures) expands the disclosures required
in respect of farr value measures and liquidity risk.

The following revised IFRS and IAS have been adopted in the current year Their adoption has not had any significant impact on the amounts reported
in these financial statements but may impact the accounting for future transactions and amangements

« |AS 23 (revised 2007) Borrowing Costs, which elinunates the option to expense all bormowng costs when incued
» Amendment to [FRS 2 Share-based Payment — Vesting Conditions and Cancellattons, which clanfies the definitions of vesting conditions for
the purpose of IFRS 2, introdduces the concept of ‘nonvesting’ conditons and clanfies the accounting treatment for cancellations

At the date of approval of these financial statements the Group has not applied the following [FRSs, International Accounting Standards (LAS)
and Intemabonal Financial Reporting Interpretations Commuttee (IFRIC) interpretatsons which are in issue but not yet effective

« [FRS 1 (amended)AS 27 (Amended) Cost of an Investment in a Subsidiary, Jointly Controlled Entity or Associate
* [FRS 1 (amended) Additional Exemptens for First-tme Adopters

= [FRS 2 (amended) Group Cash-settled Share-based Payment Transactons
 [FRS 3 {revised 2008) Bustness Combinations

» [FRS9 Financial Instruments

» 1AS 24 (rewised 2009) Related Party Disclosures

= [AS 27 (rewised 2008) Consolidated and Separate Financial Statements

= IAS 28 (revised 2008) investment tn Associates

= [AS 32 (amended) Classification of Rights Issues

= |[FRIC 14 (amended) Prepayment of a Minimum Funding Requirement

» [FRIC 17 Distnburbions of Non-cash Assets to Owners

o [FRIC 18 Tranfers of Assets from Customers

= [FRIC 19 Extnguishing Financial Liabiities with Equity Instruments

The adopton of these [ASs, IFRSs and IFRICs n future penods are not expected to have a matenal impatt on the financial statements of the Group

{c) Basis of consolidation

The Group financial statements consolidate the accounts of S0CO intemational pic and entribes condrolled by the Company (its subsidiary undertakings)
drawn up o the balance sheet date Control 15 achieved where the Company has the power to govern the financial and operating policies of an investee
entity 50 as to obtam benefits from its actvibes The results of subsidtanes acquired or soid are consclidated for the penods from or to the date on which
control passed Acquisttions are accounted for under the acquisibon method whereby the assets, iabiities and contingent liabilites acquired and the
consideration given are recognised in the Group accounts at their fair values as at the date of the acquisiton

{d) Investments
Except as stated below, non-current investments are shown at cost less prowsion for impamment. Liquid investments compnise short term liquid
mvestments of between three to st months matunty
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Notes to the Consolidated Financial Statements
continued

02 Significant accounting policies contmued

{e) Interests in joint ventures

Jointly controlled entities are those for which the Group exercises joint control over the operating and financial pelicies These mvestments are dealt
with by properbonate consolidation whereby the consolidated financtal statements include the appropnate share of these comparies' assets, lalubties,
income and expenses on a line by line basis.

Where a consohidated member of the Group participates in unincorporated joint ventures, that member accounts directly for its share of the fontly
controlled assets, liabdities and related income and expenses which are then similarty included in the consolidated financial statements of the Group

(f)Non-current assets held for sale

Non-current assets classified as held for sale are measured at the lower of carrying amount and fair value tess costs to sell and no depreciation
charged

(8) Reverue

Revenue represents the fair vatue of the Group's share of oll and gas sold dunng the year on an entitlement basis. To the extent revenue anses from test
production during an evaluation programme, an amount 1s charged from evaluation costs to cost of sales so as to reflect a zero net margin

Investment revenue 1s accrued on a tme basis, by reference to the pnncipal outstanding and at the effective interest rate applicable

{h) Tangible and intangible non-current assets

0il and gas exploration, evatuation and development expenditure

The Group uses the full cost method of accounting for exploration, evaluation and development expenditure, wherehy all expenditures incurred
connection with the acquisibon, exploration, evaluation and development of odl and gas assets, including directly attnbutable overheads, interest payable
and exchange differences directly related to financing development projects, are capitalised in separate geographical cost pools

Cost pools are established on the basis of geographical area having regard to the operational and financial organisaton of the Group Intangible
acquisthon, exploration and evaluation costs incurred in a geographical area where the Group has no established cost pool are inthally capitalised as
intangible non-current assets except where they fafl outside the scope of IFRS 6 Explorabien for and Evaluation of Mineral Resources whereby they are
expensed as incured subject to other gmdance under #FRS Tangible non-current assets used in acquisition, exploration and evaluation are classified with
tangible non-current assets as property, plant and equipment To the extent that such tangible assets are consumed n exploration and evaluation the
amount reflecting that consumption s recorded as part of the cost of the intangible asset. Upon successtul conclusion of the appraisal programme and
determinabon that commercial reserves exst, such costs are transferred to tangible non-current assets as property, plant and equipment Exploration
and evaluaten costs camed forward are assessed for impairment as descnbed below

Proceeds from the disposal of oll and gas assets are credited against the relevant cost centre Any overall surplus ansing in a cost centre 1 credited to
the income statement.

Depreciation and depletion

Depletton 15 provided on oil and gas assets in production using the umit of produchon methed, based on proven and probable reserves, applied to the sum
of the total capitalised exploration, evaluation and developmen? costs, together with estimated future development costs at current pnces Oif and gas
assets wiuch have a ssmifar economic ife are aggregated for depreciation purposes

bmpairment of value

Where there has been a change i economic cenditions or in the expected use of an asset that indicates a possible mpairment in an asset, management
tests the recoverability of the net book value of the asset by companson with the estimated discounted future net cash flows based on management's
expectations of future ol pnces and future costs Any identified impairment ks charged to the income statement.

intangible non-current assets are considered for imparment at teast annually by reference to the indicators in IFRS 6 Where there 1s an indication of
impairment of an exploration and evaluation asset which 15 within a geographic pool where the Group has tangible of and gas assets with commercial
reserves, the exploration asset is assessed for impaiment together with all other cash generattng umits and related tangible and intangible assets in that
geographic pool and any balance remaimung after impairment 15 amortised over the proven and probable reserves of the pool Where the exploration asset
13 I an area where the Group has no established pool, the exploration asset s tested for impawment separately and, where determined to be impaired, 1s
written off

Other tangible non-current assets
Other tzngible non-current assets are stated at histonca) cost fess accumutated depreciation Depreciabon 1s provided on a straight Iine basts at rates
calcutated to wnte off the cost of those assets, less residual value, over ther expected usehul lives

Decommissioning

The decommssiontng provision IS calculated as the net present value of the Group's share of the expenditure which may be incurred at the end of
the producing [ife of each field in the removal and decommissioning of the producben, storage and transportation faciliies currently in place The cost
of recogrusing the decommissioming provision is included as part of the cost of the relevant property, plant and equipment and 1s thus charged to the
income statement on a wnit of production basis in accordance with the Group's policy for depletion and depreciation of tangible non-curcent assets
Pertod charges for changes m the net present value of the decommisstoning prowiston anstng from discounbing are included in finance costs




{i}Changes in estimates

The effects of changes in estimates on the unit of production calaulations are accounted for prospectively over the estmated remaimng proven and
probable reserves of each poo!

(j) mventories
Inventones, except for inventones of hydrocarbons, are valued at the lower of cost and net realisable value

Physical inventones of hydrocarbons, which are held for trading purposes, are valued at net realisable vatue and recorded as inventory Underlifts and
overhiits are valued at market value and are included m prepayments and accrued income and accruals and deferred income, respectively Changes in
hydrocarbon inventones, undertifts and overlifts are adjusted through cost of sales

(k) Leases

Rentals payable under operating leases are charged to the income statement on a straight line basts over the term of the lease Benefits received and
recervable as an incentive to enter into an operating lease are also spread on a straight line basis over the lease term

(1) Share-based payments

Equity-settied awards under share-based incentive plans are measured a1 fair value at the date of grant and expensed on a straight ling basts over
the performance period along with a corresponding increase in equity Fair value 1s measured using an option pricing model taking into consideration
management’s best estimate of the expected bfe of the option and the estimated number of shares that will eventually vest.

{m) Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

The tax currentty payable 15 based on taxable prefit for the year The Group's liability for current tax 1s calculated using tax rates that have been enacted
or substantively enacted by the balance sheet dats

Deferred tax 13 the tax expected to be payable or recoverable on differences between the carrying amounts of assets and habslibes \n the financial
statements and the corresponding tax bases, and 1s accounted for using the batance sheet kability method Deferred tax habiiities are generally
recogrused for all taxable temporary differences and deferred tax assets are recogmsed to the extent that it is probable that sufficient taxable profits
will be avalable to recover the asset. Deferred tax Is not recogrised where an asset or liability 1s acquired in 2 transaction which is not a business
combination for an amount which differs from its tax value

Deferred tax hiabtlhes are recogmsed for taxable temporary differences ansing on investments in subsidiaries and associates, and interests in joint
ventires, except where the Group s able to control the reversal of the temporary difference and it 1$ probable that the temporary difference will not
reverse in the foreseeable future

Deferred tax is calcutated at the tax rates that are expected to apply in the penod when the Lability 15 settied of the asset s realised based on tax rates
that have been enacted or substantively enacted by the balance sheet date Deferred tax 1s charged or credited in the income statement, except when it
relates to items charged or credited directly to equity, in which case the deferred tax 1s also dealt with in equrty

(n)Financial Instrurnents

Financial assets and financta) Eabilties are recogrused on the Group’s balance sheet when the Group becomes a parly to the contractual prowisions of the
instrument. The Group does not currently utihse denvative financial instruments.

Other than the convertible bonds there are no material financial assets and habilrres for which differences between carmying amounts and far values are
requred to be disdosed The classification of financial instruments as required by IFRS 7 1s disclosed in Notes 18, 21, 22 and 23

Financial asset at fair value through profit or loss

Where a financial instrument is daswified as a finanoial asset at far value through profit or loss 1 1 inthally recognised at fair value At each balance
sheet date the fair value is reviewed and any gain or loss ansing 13 recogmsed e the income statement. Penod credits for changes in the net present
value of the financial asset ansing from discounting are included in other gans and losses.

Trade recetvables
Trade recenvables are stated at their nominal value as reduced by appropnate allowances for estnated irecoverable amounts

Trade payables
Trade payables are stated at thewr nominal value
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Notes to the Consolidated Financial Statements
continued

02 Significant accounting policies continued

Convertible bonds

The net proceeds receved from the ssue of convertibie bonds are split between a liability element and an equity component at the date of ssue

The fair value of the llability component 1s esbmated using the prevailing market interest rate for similar non-convertble debt. The difference between
the proceeds of ssue of the convertible bonds and the fair value assigned to the abiity component, representing the embedded option to convert the
lability into equnty of the Group, ts included in equity and ts not remeasured The lability component is carded at amortised cost.

Issue costs are apportioned between the Liabelty and equity components of the convertible bonds based on therr relative carrying amounts at the date
ol issue The portion relating to the equity component 1s charged directly against equity

The interest expense on the liability compenent is calculated by appiving the prevailing market iterest rate for simidar non-convertible debt to the hability
companent of the instrument. The difference between this amount and the interest paid 1s added to the carying amount of the converhible bonds.

Equity instruments
Equity mstruments issued by the Company are recorded at the proceeds recerved, net of direct issue costs

(o) Forelgn currencles

The indwdual financial statements of each Group company are stated in the currency of the pnmary economic environment in which it operates (its
functional currency) Transactions in curvencies other than the entity's functional currency (foreign currency) are recorded at the rate of exchange at the
date of the transaction Monetary assets and liabiliies denomnated in foreign currencies al the balance sheet date are recorded at the rates of exchange
prevailing at that date, or f appropnate, at the forward contract rate Any resuthng gains and losses are included in net profit or loss for the penod

For the purpose of presenting consolidated financial statements the results of entities denomenated In custencies other than US dollars are translated at
the average rate of exchange dunng the penod and their batance sheets at the rates nuding at the balance sheet dale Exchange differences arising on
retranslation at the closing rate of the opening net assets and results of entities denominated n currencies other than US dollars are dealt with through
equity and transferved to the Group's retained eamings reserve

{p) Pension costs

The contnbutions payable in the year m respect of pension costs for defined contnbution schemes and other post-rebrement benefits are charged to the
income statement. Differences between contnbutions payable in the year and contributions actually pald are shown esther as accruals or prepayments
tn the balance sheet.

03Finandal risk management

The Board reviews and agrees policies for managing financial nsks that may affect the Group In certain cases the Board delegates responsibility for
such reviews and policy settng to the Audit Committee The main financial nsks affecting the Group are discussed below-

Credit risk

The Group’s non-current financial asset that is subject to credit nsk compnses a financial asset at fair value through profit or loss ansing in respect of the
Group's disposal of its Mongolia interest {see Note 18) The Group’s and Company’s other financial assets compnse investments, trade recevables and
cash and cash equivalents The Group seeks to mimimise credit risk by onty maintaiming batances with creditworthy third parties including major mulh-
nationial ol companies subject to contractual terms in respect of trade recevables. The credit sk on hgund funds 1s imited as the Board only selects
insttubions with igh credit ratings assigned by international credit-rating agencies and endeavours to spread cash balances and hquid investments

over more than one institution The level of depesits held by different instrtubons 1s regularly reviewed

Foreign currency risk

The Group pnmanly conducts and manages its business tn US dellars Cash batances m Group subsidiaries are usually held m US dollars, but smaller
amounts may be held in GB pounds or local currencies to meet immediate operating or admmistrative expenses, or to comply with local currency
regulations. Ffrom tme to tme the Group may take short term hedging positions to protect the value of any cash balances it holds in non-US dollar
currencies The impact of a 10% movemnent in foreign exchange rates on the Group's profit and net assets for the years ended 31 December 2009
and 2008 would not have been materal

Liquidity risk

The Group’s cash requirements and balances are projected for the Group as a whole and for each country In which operations and capital expenditures
are conducted The Group meets these requirements through an appropnate mix of avallabie funds, equity :nstruments and debt financing The Group’s
ability to satisfy its debt obligations and to pursue s operatonal objectives are discussed in the Risk Management section of the Financial Review The
Group seeks to minimise the impact that any debt financings have on its balance sheet by negobating borrowtngs in matching cumrencies (see Note 23)
The Group further migates iquidity nsk by entenng into amangements with mdustry partners thereby shanng costs and nisks, and by mantaimng an
nsurance programme to minimuse exposure to insurable losses




Interest raterisk 1
The Group earns interest on its cash, cash equivalents and kquad investments at floating and fixed rates Fxed rate interest s charged on the Group's w
convertible bonds {see Note 23) The fair value of the Group's non-current financial asset (see Note 18} 1s also dependent on the discount rate used

Marnagement assesses the Group’s sensitvity to changes in mterest rates [ interest rates had been 0 5% tugher or lower and all other vanables held

constant, the Group's profit for the year ended, and its net assets at, 31 December 2009 would decrease or increase by $2 6 mulbon (2008 - $2 5 miibon)

Commodity price risk

The Group’s production 1s usually sold on “spot” or near term contracts, with pnces fixed at the time of a transfer of custody or on the basts of a monthy
average market pnce However the Board may give consideration in certain circumstances to the appropriateness of entering into fixed price, long term
marketing contracts. Aithough otf prices may fluctuate widely, it 1s the Group's policy not to hedge crude oil sales unless hedgng 1s required to mibgate
financial risks associated with debt financing of its assets or to meet its commutments Over time, during penods when the Group sees an apportunity

to lock tn attractive oil prices, it may engage in limited price hedging

Capital risk management

The Group manages its capital to ensure that entities in the Group will be abte to continue as going concerns while maximising the return to stakeholders
through the optmusation of the debt and equaty balance The capital structure of the Group consists of debt (see Note 23), cash and cash equivalents and
equity attnbutable to equily holders of the parent, compnsing 1ssued capital, reserves and retained eamings as disclosed in Notes 25 and 26 and i the
Statement of Changes in Equity

04 Critical judgements and accounting estimates

(a) Critical judgements in applying the Group‘s accounting policies
In the process of applying the Group's accounting policies descnibed in Note 2, management has made judgements that may have a significant effect
on the amounts recognised in the financial statements These are discussed below

Ofl and gas assets !
Note 2(h) descnbes the judgements necessary to implement the Group’s policy with respect to the carrying value of mtangible exploration and evaluation

assets and tangible property, plant and equtpment. Management considers these assets for impairment at least annually with reference to tndicators in

IFRS 6 and LAS 36, respectively Note 15 drscloses the carrymy value of intangible exploration and evaluation assets and Note 16 discloses the camying

value of property, plant and equipment. Further, Note 2(h) descnbes the Group's policy regarding reclassification of intangible assets to tangible assets

Management considers the appropnatzness of asset classification at least annually

Finandlal asset

Note 2(n) descnbes the accounting policy with respect to financial assets at fair vatue through profit or loss The key judgements that are used in

calcutating the fair value of the Group's financial asset ansing on the dispesal of s Mongolia interest are descnbed m Note 18 and are reviewed at '
least annually The only market nsk assumption that has a significant impact on the fair value of this asset is the discount rate, as descnbed in Note 3

Convertible bonds

Note 2{n} sets out the Group’s accounting policy on convertible bonds Management assesses the fair value of the liabiity component at issue and
reviews the appropriateness of the amortisahon penod at least annually Note 2(h) descnbes the nature of the costs that the Group capitalises which
inciude applicable borrowing costs that are directly attributable to quakifying assets as defined in IAS 23 Borrowing Costs (IAS 23) Management has
considered the definition of qualifying assets n lAS 23 and has deterrined that the only expendsture that currently meets the defimtion 1 that related to
the Group’s interests InVietnam Consequently, the interest associated with capital expenditure in Vietnam has been caprtalised up to the date at which
such qualifying assets enter into production

{b) Key sources of estimation uncertainty

The key assumphons concerning the future, and other key sources of estimation uncertainty at the balance sheet date, that may have a significant risk I
of causing a matenal adjustment to the carrying amounts of assets and kabilshes are discussed below

0Oil and gas reserves

Nota 2(h) sets out the Group’s accounting policy on depreciabion and depletton Proven and probable reserves are estmated using standard recogrised
evaluation techniques The esbmate 1s reviewed at least twice a year and 1s regutarly reviewed by independent consultants Future development costs
are eshmated taking into account the level of development required 1o produce the reserves by reference to aperators, where applicable, and intemnal i
engineers. i

Financdial asset

Note 2{n) descrbes the accounting policy with respect o financial assats at far value through profit or loss The key sources of eshmation uncertainty
that mpact the far value of the Group’s financial asset ansing on the disposal of its Mongotia mterest are descnbed in Note 18 and are reviewed at
least annualty

Decommissioning provision
The accounting policy for decommussioning ts discussed in Note 2(h) The cost of decommussioming 15 estmated by reference to operators, where
apphcable, and intema engineers Further details are provided tn Note 24
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05 Total revenue
An analysis of the Group's revenue is as follows

2009 2008
$000°s $000's
Continuing operations
il and gas sales (see Note 6) 131,013 55,340
Investment revenue 2,554 7175
133,567 62,515
Discontinued operations
0Od sales (see Note 6) - 43,984
Investment revenite - 107
133,567 106,606
06 Segment information

The Group has adopted IFRS 8 Operating Segments, which reguires operating segments to be identified on the basis of internal reports about components
of the Group that are reguiarty reviewed by the chief operating decision maker to allocate resources to the segments and to assess their performance The
Group's operating segments as defined by IFRS 8 are the same as thosa defined under IAS 14 Amounts reported for the prior year have been presented
to comply with the requirements of {FRS B

The Group has one principal business activity being mit and gas exploration and production The Group's operabons are located in South East Asia and Africa
(the Group's operating segments} and form the bases on which the Group reports s segment information There are no iter-segment sales.

Discontinued
Centinuing cperations operations 2000
SE Asha Afvica Unaitocated Total Group
$000°s $000's $000's $000's $000’s $000's
Oil and gas sales (see Note 5) 131,013 - - 11,013 - 131,013
Profit (loss) before tax! 97,080 - {3,586) 93,494 - 93,494
Tax charge 42,282 - 94 42,376 - 42,376
Total assets 607,488 115,897 340,682 1,064,067 - 1,064,067
Depleton and depreciation 15,974 - 152 16,126 - 16,126
Discontinued
Continuwng operations operstions 2008
SE Asa Africa Unallocated Total Middls East? Group
$000's $000's $000's 5000's $000s $000's
04 and gas sales 55,340 - - 55,340 43,984 99,324
Profit before tax' 36,155 - 1,233 37,388 393,213 430,601
Tax charge 6,500 - 315 6815 12,726 19,541
Total assets® 562,819 73,981 337,618 974,418 - 974,418
Depleton and depreciaton 7,913 - 211 8124 609 8,733

* Laliocated armounts mcided in profit before tax compase corporate costs not attritutahia tn 2n operating segment, mvestment revenue, other gains and losses and finance costs,
? In April 2008, the Group completed the sale of s Middie East segment whuch comprised ts Yemen nierest isee Nots 12) and was dasufied 28 a discontinued operation
* Prewaously, under LAS 14, tax assets were reconded as unafiocated Under (FRS B tax assets are now recorded, as applicable, to thex 2pprapriate segment consistent with intemal reporting
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The accounting policies of the reportable segments are the same as the Group's accounting policies as descnibed in Note 2

Inctuded m revenues ansing from South East Asia are revenues of $61 7 milion, $40 1 million and $19 2 miliion (2008 — South East Asia $27 1 milion

and $15 7 million and Middle East $44 0 mullion) which arcse from the Group's largest indivdual customers

Geographical information

The Group's revenue and non-curvent assets (excluding the financial asset and deferred tax assets) by geographical location are separately detailed

below where they exceed 10% of total revenue or non-current assets, respectively, in any particular year

Revenue

Al of the Group's revenue 1s denved from foresgn countnes The Group’s revenue by geographical location 1s determined by reference to the final

destination of ofl or gas sold

2000 2008
$000°s $000's
United States of Amenca 44,010 -
Austrafia 25834 23,216
Vietnam 22,443 -
Thailand - 35,364
Malaysia - 12,938
China - 12,342
Singapore - 9,948
Other 38,726 5,516
131,013 99,324
Non-current assets

2009 2008
$000's $000's
Uruted Kingdem 162 242
Vietnam 551,764 508,119
Other 124,21 91,094
676,197 589,455

07 Other gains and losses
2009 2008
$000's $000's
Change in far value of financial asset (see Note 18) 1,863 1,634
Exchange loss (148) (146)
1,715 1,488
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08 Finance costs
2009 2008
$000's $000's
Interest payable in respect of convertible bonds (see Note 23) 15,679 15,40
Other interest payable and similar fees 29 509
Capitalised finance ¢costs (14,736) (14,607)
Unwinding of discount on provisions {see Nota 24) 254 144
1,226 1,447

The amount of finance costs capitalised was detenmined by applying the weighted average rate of finance costs applicable to the bommowings of the
Group of 6 55% (2008 — 6 55%) to the expenditures on the qualifying asset (see Note 4)

09 Profit for the year
Profit for the year is stated after charging fees payable to the Company's auditors
2009 2003
$000's $000's
Audit of the Company's annual accounts 124 177
Audit of the Company's subsidianes pursuant to legislation 14 1
Other services pursuant to legistation ‘ T0 73
Audit and audit related services 208 261
Recrwtment and remuneration serces
Committee adwisory services 54 65
Company share option plan 52 -
Tax services 38 -
Comporate finance services - 101
Other services 7 17
Total fees 359 444

The amounts payable to Deloitte LLP by the Group in respect of other sennces pursuant to legrstation comprise $70,000 relating to the Group’s half year
review (2008 — $73,000)

Fees payable to Delaitte LLP for non-audit services to the Company are not required to be disclosed separately because the consolidated financeal
statements disclose such {ees on a consolidated basts

10 5taff costs

The average monthly number of employees of the Group including Executive Directors was 14 (2008 — 14), of which 11 (2008 - 11) were admimstrative
personnel and 3 (2008 - 3) were operations personne! The average monthly number of emptoyees drectty contracted to the Company was 8 (2008 — 8)
of which 7 (2008 - 7) were administrative personnel and 1 {2008 — 1) was operakons personne! Thew aggregate remuneration compnsed

Group Company

2009 2008 2009 2008

$000's $000's $000°s $000's

Wages and salanes 5,053 5454 1,537 1,858
Social secunty costs 505 1,833 247 196
Share-based payment expense (see Note 27) 875 971 50 59
Other pension costs under money purchase schemes 439 470 124 135
6,872 8,728 1,958 2,245

In accordance with the Group’s accounting policy $2 5 million of the Group's staff costs were caprtalised (2008 — $3 4 million)




11 Tax
Continuing operations Discontinued operations Group
2009 2008 2009 2008 2009 2008
$000s $000°s $000's $000's $000°s $000's
Current tax 1 523 4728 - 8,689 20,523 13,417
Deferred tax {see Note 19) 20,853 2,087 - 4,037 20,853 6,124
42376 6,815 - 12,726 42,376 19,541

UK comporation tax ts calcutated at 26% (2008 - 28 5%) of the estimated assessable profit for the year Taxation in other junsdictions ts calculated at the
rates prevailing in the respective jurisdictions Dunng 2009 and 2008 both current and deferred taxation have arisen in overseas jurisdictons only

The charge for the year can be reconciled to the profit per the income statement as follows

2009 2009
$000’s $000's
Profit before tax on continuing operations 93,494 37,388
Profit before tax on discontinued operations - 393,213
Profit before tax 83404 430,601
Profit before tax muitiphied by standard rate of corperation tax in the UK of 28% (2008 — 28 5%) 26,178 122,721
Effects of
Non-taxable income and non-deductible expenses 1,719) (8,037)
Non-taxable profit on disposal - {101,656)
Higher tax rates on overseas eamings 18,604 6,515
Adjustments to tax charge in respect of previous years (68N {2)
Tax charge for the year 42318 19,541

The tax charge in future periods may also be affected by these factors The Group's overseas tax rates are higher than those in the UK, pnmanly because
the profits eamed 1n Vietnam and Thaland are taxed at a rate of 50% and in Yemen were taxed at a rate of 35%

12 Discontinued operations

In Febnuary 2008, the Group entered into a condibonal sale agreement to dispose of s wholly owned subsidiary SOC0 Yemen Pty Lirmited (SOGO Yemen),
the enbly that held the Company's interest in the East Shabwa Development Area (ESDA) in Yernen, to Sinochem Pefroleum Limited (Sinochem) The
disposal was completed fn April 2008 for $465 0 million, subject to certan financial adjustments {the Disposal) The consideration for the Disposal was
paid in cash on completion The results of the Group's discontinued Yemen interest s shown on the consolidated income statement and in Note 6 Net
operating cash flows from discontinued operations are shown in Note 28 Upon completion the Group recognised cash inflow of $438 5 mullion, reflecting
the $465 0 million, cash consideration net of the Group's share of cash held by the Yemen interest of $20 7 mullion, transaction costs of $5 3 million and
financal adjustments of $0 5 rillion, and a gatn of $356 7 mullion

13 Profit attributable to SOCO International pic

The profit for the financial year, inclusive of dmdends recesved from substdiary undertakings, deaft with in the accounts of the Company was $6,887,000
(2008 — $459,358,000) As provtded by section 408 of the Compames Act 2006, no mcome statement 18 presented in respect of the Company
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14 Earnings per share
The calcutation of the basic and diluted eamengs per share 5 based on the followmg data.
2009 2008
£000°s $000s
Earmings from continuing operations 51,118 30,573
Effect of dilutive potential ordinary shares Interest on convertible bonds (see Note 8) 943 794
Earnings for the purpeses of diluted earmings per share on continuing operations 52,061 31,367
Eamings from discontinued operations - 380,487
Earnings for the purpeses of diluted eamings per share on continuing and discontinued operations 52,061 411,854
Number of shares
2009 2008
Weighted average number of ordinary shares for the purpose of basic earnings per share 73,458,T1 71,446,122
Effect of dilitive potenbial ordinary shares
Share cptions and warrants 2,668,757 3,065,499
Ordinary shares of the Company held by the Group (see Note 26) 1,783840 2,113,936
Convertthle bonds (see Note 23) 6,238,000 6,238,000
We:ghted average number of ordinary shares for the purpose of diluted earnings per share 84,149,318 82,863,557

In January 2010, the Company tssued 7,234,347 new orcinary shares which, if they had been issued dunng 2009, would have increased the weighted
average number of ordinary shares for the purpose of basic eamings per share (see Note 32)

15 Intangible assets
Exploration and evaluation expenditure
Group

$000's
As at 1 January 2008 247,178
Additions 133,758
Transfers to property, plant and equ:pment {16,978)
As at 1 January 2009 363,958
Addrtions 52,830
Transfers to property, piant and equipment (see Note 16) (313,326)
As at 31 December 2009 103,462

Intangble assets compnse the Group's exploration and evaluation projects which are pending determinaton Dunng the year $313 3 million was
transferred to property, plant and equipment (see Note 16) in respect of the Group's Vietnam Block 16-1 project.



16 Property, plant and equipment
Sroup Company
0N and gas
properties Other Tota) Otber
$000's $000's $000's $000's
Cost
Asat 1 January 2008 305,469 2,307 307,776 1,309
Additions 86,402 20 86,422 6
Disposals (165,750) 691)  (166,441) -
Transfers from intangible assets 16,978 - 16,978 -
Foreign exchange - {364) (364) (364)
As at 1 January 2009 243,099 1272 24431 851
Additions 39,092 20 40,012 6
Transfers from intangible assets {see Note 15) 33,326 - 313,326 -
Fereign exchange - 17 17 117
As at 31 December 2009 596,417 1,409 597,826 1,074
Depreciation
As at 1 January 2008 68,375 1,702 70,077 800
Charge for the year 8,522 2n 8,733 170
Drspasals (68,984) {691) (69,675) -
Foreign exchange - 261) {261) (261)
Asat 1 January 2009 1,913 261 8.874 709
Charge for the year 15,974 152 16,126 12
Foreign exchange - 1] 9 a1
As at 31 December 2009 23,887 1,204 25,091 912
Carrying amount
As at 31 December 2009 572,530 205 572,735 162
As at 31 December 2008 235,186 n 235,497 242

Other fixed assets comprise plant and machinery, computer equipment and fixtures and fitings

17 Fixed asset investments
Principal Group investrnents

The Company and the Group had investments n the following subsidiary undertakings as at 31 December 2009 which pancipally affected the profits or net

assets of the Group, all of which are indirectly held

Percentage

Country of incorporation Country of operation Principal sctinty holdmg

OPECO Vietnam Limuted Cook Islands Vietnam 0il and gas exploration 100
SOCO0 Exploraton (Thailand) Co Ltd Thailand Thailand O and gas exploration and producton 99 g
S0C0 Congo Linited' Cayman |slands Congo (Brazzawille) Investment holding 85
S0C0 DRC Umited? Cayman Islands D R Congo (Kinshasa) Investment holding 85
S0CO0 Vietnam Ltd? Cayman Islands Vietnam Ol and gas exploration and production 80

1 SDC0 Congo Lunited (SOCO Congo) owns 100% of SOCO Explorabon and Produchon Congo SA wiach holds the Group’s workang mterest m s Congo (Brazzaville) asset. The Group funds 100% of SOCO
Congo and 13 entidied to receive 100% of the distribubons made by SOC0 Congo untll & has reccwered such funding inchuding a rate of retn. Thes 15% menority interest s held by Ouantic Limited

*S0C0 DRG Lometed (SOCO DRC) owns 99% of SOC0 Exploration and Procuschon DRC Sprl wisch holds the Goup's working mterest in ds D.R. Congo (Knshas) asset. The Group funds 100% of S0C0
DRC and e entified to recerve 100% of tha distribubons made by S0C0 DRC untl it has repovered such tunding ncluding a rate of retum The 15% mnonty interest s held by Quante Limed

3The remzinang 20% runonty witerest ts funded by the Group The Group is entrtied to recarve 100% of the dishiberbons made by SGCO Vistnam urt it kas recovered s fundmg of the minority interest

ociuding a rats of return on the minonty mferest’s pro rata porbon of those distninrbons,
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17 Fixed asset investments contimzed

The Company’s investments in subsihary undertakings include contributions to the SOCO Employee Benefit Trust (see Note 26) and are otherwrse held o
the form of share capital

18 Finandal asset

In 2005, the Group completed a transachon whereby it sold its 100% owned subsidianes SOCO Tamtsag Mongolia, LLC (SOTAMO) and SOCC Mongoha
Ltd (S0CO Mengolia) te Daging Oilfield Limited Company (Daging) Together SOTAMO and SOCO Mongoha held the Group's Mongolia interest. Under the
terms of the transaction the Group will receive total consideration of up to $92 3 mitlion compnsing $39 6 mullion of cash consideration net of setfement
adjustments, plus a subsequent payment amount. The remaining consideration ts payable, once cumutative producton reaches 27 8 mullion barrels of o,
at the rate of 20% of the average monthly posted marker pnce for Daqing crude multiplied by the aggregate producton for that month, up to a total of
$52 7 million

The subsequent payment amount 1s included 1n non-current assets as a financial asset at far valee through profit o less The timescale for the
produchon of crude oif 1 excess of 27 8 miltion barrels and the price of Daqing marker crude o1l are factors that cannot accurately be predicted
However, based upon the Directors’ current eshmates of proven and probable reserves from the Mongolia interests and the development scenanos
as discussed with the buyer, the Directors beheve that the full subsequent payment amount wall be payable The far value of the subsequent payment
amount was determined using a valuabon techrique as there 1s no active market against which direct compansons can be made (Level 3 as defined
n IFRS 7) Assumptions made n calculating the fair value include the factors mentioned above, risked as appropriate, with the resultant cash fiows
discounted at a commercial nsk free interest rate The fatr value of the financial asset at the date of completion of the sale was $31 5 milion As at
31 December 2003 the far value was $36 2 mullion (2008 — $34 4 million) after acoounting for the change in fair value {see Note 7)

19 Deferred tax
The followng are tha major deferred tax assets and (iabiiiies recogmised by the Group and movements thereon dunng the current and pror reporting penod

{Acceiersted) Other
decelerated tax tamporary
depreciation differences Tax losses Other Group
$000°’s $000's $000's $000°s $000's
As at 1 January 2008 {1,495) - 119 187 (1,189)
{Charge} credit to ncome (6,902) - 778 - (6,124)
Disposal of subsidiary 5,532 - - (1870) 5,345
As at 1 January 2009 {2.865) - 897 - (1,968)
Charge to income (see Note 11) {8,051) 1,97 (885) - (20,853)
As at 31 December 2009 {10,916} (11,917) 12 - (22,821)

Cerfam deferred tax assets and kabilibes have been offset in accordance with the Group’s accounting policy The followang 1s the anatysis of the deferred
tax balances (after offset)

2009 2008

$000's $000's

Deferred tax hability (22,321} 3.219)
Deferred tax asset - 1,251
(22,821} (1,968)

Theere 15 no unprovaded deferred taxation at erther balance sheet date except for an unprowided deferred tax asset ansing m respect of excess
management expenses and non-trade credits of the Company that are not expected to be uhlised in the amount of £1 2 srullion, being $1 9 million (2008
—£7 1 milhion, being $10 2 million ansing m respect of foreign tax credits)

20 Inventories

Inventones compnse crude oil ang condensate
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21 Other financial assets

Group Company
2009 2008 2009 2008
$000's. 5000°s $000°s $000's

Amounts falling due within one year
Trade recevables 6,610 16,055 - -
Other recervables 9,339 5,362 86 19
Prepayments and accrued income 3,997 10,396 456 279
19,946 31,813 542 298

There are no amounts overdue or allowances for doubtful debts in respect of trade or other recewvables There is no material difference between the
camying amount of trade and other recevables and their far value The above financial assets are held at amortised cost.

22 Other financial liabilites
Group Company
2009 2008 2009 2008
$000's $000's $000's $000 s
Trade payables 1,998 677 - -
Other payables 4,378 4195 554 215
Accruals and deferred income 11,345 17,640 2103 2,436
23,71 22,512 2,657 2,651

There 1s no matenal difference between the carmying value of trade payables and their fair value Accruals and deferred income includes interest payable
of $1 4 million (2008 - $1 4 mullion) m respect of convertible bonds (see Note 23) The above financial liabilities are held at amorbised cost

and are not discounted as the impact would not be matenal

23 Convertible bonds

In May 2006, the Group wssued bonds al a par value of $250 mullion which will be convertible mto ordinary shares of the Company at any time from June
2006 uml six days before ther matunty date of 16 May 2013 At the irhat conversion pnce of £21 847 per share there are 6,238,000 ordinary shares of the
Company undertying the bonds The liability component of the bonds has been reclassified as a current iabiity on the balance sheet as at 31 December 2009
as the bonds may be redeered on 16 May 2010 at par at the discrebion of each bondholder under the terms and conditions of the bonds if the bonds have
not been previously purchased and cancelled, redeemed or converted, they will be redeemed at par value on 16 May 2013 Interest of 4 5% per annum will

be pard serry-annually up to that date

2009 2008
$000's $000's

Liabihity component at 1 January
Interest charged (see Note 8)
Interest paid

229,675 225,524
15,679 15,401
(11,250) {11,250)

Total liability component as at 31 December

234,104 229,675

Reported in

Interest payable in current liabilrties (see Note 22}
Current iabiithes

Non-cumrent hatilities

1,430 1,430
232,674 -
~ 228,245

Total fiabifity component as at 31 December

234,104 229,675

The mterest charged for the year 15 caiculated by applying an effective interest rate of 6 55% (2008 — 6 55%] to the hability component for the penod
since the bonds were 1ssued Thera 1s no matenal difference between the camying amount of the labiity component of the convertible bonds, which 1s
camed at amortised cost, and their fair value This fair value is calculated by discounting the future cash flows at the market rate
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23 Convertible bands contimied

The Group’s remaiming contractual kabelity, based on undiscourted cash flows at the earliest date on which the Group 1S required to pay and assuming
the bonds are not purchased and cancefled, redeemed or converted prior to 16 May 2013, ts as follows

2009 2003

$000°s $00Q's

Within one year 11,250 11,250

Within two - five years 28125 39,375

Total as at 31 December 39375 50,625
24 Long term provisions

Decommissioning

Group

$000's

Asat 1 January 2009 8,283

New provisions and changes in esbmates 2,360

Urranding of discount {(see Note 8) 254

As at 31 December 2009 10,897

The provision for decommissioning 1s based on the net present value of the Group's share of the expenditure which may be tncurred at the end of the
producing Lfe of each field {cumently estimated to be between 10 and 20 years) in the removal and decommissioning of the facilihes currently in place

25 Share capital
2000 2008
$000's $000s
Issued and fully-paid
75,416,973 ordinary shares of £0 20 each (2008 - 74,978,215) 24,451 24,322

As at 31 December 2009 authorised share capal compnsed 125 million (2008 — 125 milhon) ordinary shares of £0 20 each wth a total nommal value of
£25 mellion (2008 — £25 milion) The Company 1ssued 438,758 new ordinary shares of £0 20 each during 2009 {2008 - 2,159,148) upon the exercise of
certain share options (see Note 27) and warrants at a weighted average exercise pnce per share of £1 28 (2008 - £0 74) As at 31 December 2009 there
were 2,403,543 (2008 - 2,703,351) wamants to subscribe for the same number of ordinary shares of £0 20 each, which are exercisable through 31 July
2010 at a weighted average subscription pnice per share of £0 59 (2008 —£0 59) Details of outstanding share options are set out in Note 27

In Jamsary 2010, the Company issued 7,234,347 new ordmary shares (see Note 32)

26 Reserves

The Group’s other reserves include reserves ansing m respect of merger relief, upon the purchase of the Company’s own ordinary shares (Shares) held in
treasury and held by the SOCO Employee Benefit Trust (Trust) and in respect of the unrealised equity component of the convertible bonds Dunng 2008 other
reserves were reduced by share-based payments compnsing the cash setfement of tax labilites associated with the settiement of certain share options of
$30 0 milion otfset by the expense recogmised n respect of the incentive schemes of $971,000 (see Note 27)

The number of treasury Shares he!d by the Group and the rumber of Shares held by the Trust at 31 December 2009 was 27,500 (2008 - 27,500) and
1,752,680 (2008 — 1,919,680) after using 167,000 Shares for the exercrse of certamn long term mvestment plan awards, respectively The market pnce of the
Shares at 31 December 2009 was £13 40 (2008 — £10 95)

The Trust, a discretionary trust, was established to facilitate the admmssiration of long term incentive awarts for sentor management of the Group, details of
winch are setout in Note 27 and in the Directors’ Remuneraton Report on pages 48 to 56 The trustees purchase Shares in the open market which are
recogrsed by the Company within investments and dasstfied as other reserves by the Group as described above When award conditions are met an
unconditional transfer of Shares 1s made out of the Trust to plan parbcrpants. The Group has an obligation to make reguiar contnbuhons to the Trust to enable
it to meet its financing costs Rights to dwvdends on the Shares held by the Trust kave been warved by the trustees



27 Incentive plans

Details of the Group’s employee incentive schemes are set out below Addibonal information regarding the schemes is induded m the Directors’
Remuneration Report on pages 48 to 56 The Group recognised total expenses of $875,000 (2008 — $371,000) in respect of the schemes dunng the year, a
proportion of which was camtalised m accordance with the Group's accounting policies An amount of $740,000 (2008 - $106,000) was transferred between
other reserves ang retained earnings upon the exercise or lapse of certain awards (see Note 26)

Awards administered under the SOCO Employee Benefit Trust (Trust)

The Company operates a long term mcentive pian (LTIP) for senior employees of the Group Awards vest over a period of three years, subject to performance
critena whach have been set with reference to the Company’s total shareholder retum (TSR) relative to a range of comparator companies Considerabon may
also be given to assessment as to whether the TSR performance s consistent with undertying performance Awards are normally forferted f the employee
leaves the Group before the award vests Certam additional awards are outstanding and exercisable wisch were granted pior t the miroduction of the LTIP
Awards normafly expire at the end of ten years following the date of grant, subject to the requirement to exercise certan awards pnor to 15 March of the year
tollowing vesting

Awards would normally be equity-seftied through a transfer at mil consideration of the Company’s own ordinary shares (Shares) hetd by the Trust (see Note 26)
The Company has no legal or constructive obligaton to repurchase or setle awards in cash Detzts of awards outstanding dunng the year are as follows.

2009 2008

No ofshare Mo of share

swards awards

As at 1 January 142220 1,678,320
Granted 308,800 -
Exercised {167,000)  (246,100)
Lapsed (51,537) -
As at 31 December 1522483 1,432,220
Exercisable as at 31 December 1,128,483 1,221,320

Awards outstanding at the end of the year have a weighted average remaining contractual hfe of 3 & (2008 — 3 9) years The weighted average market
price and esimated fair value of the 2009 grants (at grant date) were €13 02 and £3 76, respectively

The fair value of awards at date of grant has been estimated using a binomial option pricing model, based on the market pnce at date of grant set out
above and a nil exercise pnce The future vesting proportion of 28 9% was estmated by calculating the expected probability of the Company's TSR
ranking retative to its comparators based on modelling each company's projected future share pnca growth

Share options

The Company operated a discretionary share opbion scheme for key employees of the Group which expired i Apnl 2007 without prejudice to the
subsisting nghts of participants Options are exercisable at a pnce equal to the average quoted market price of the Company’s Shares on the date of
grant. The vesting penod rs three years, subject to performance cntena based on the Company's TSR relative to a range of comparator companies
Unexercised ophions expire at the end of a seven or ten year penod, In accordance with the plan rules Optons are normally forfeited if the employee
leaves the Group before the optons vest. Dunng 2009, the Company established a new discretionary share option scheme As at 31 December 2009,
no awards had been made under that scheme
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27 Incentive plans continued

Options would normaily be equity-settied through newly rssued Shares Options exercised dunng 2008 over 3,454,420 Shares were partally sabsfied by
the 1ssue of 2,077,844 Shares The remaiming 1,376,576 options exercised, being the number of Shares that might otherwise be sold in the market, were
sabsfied by settlement of the cption exercise pnce and cash settiement of the partictpants’ tax habdites of $4 6 million and $30 0 million, respectively

The Board decided in that mstance it was in the best interest of the Company to agree this setiement method with the parbcipants The Company has no
legal or constructive obligation to repurchase or settie options in cash Details of options outstanding dunng the year are as follows

2009
Weighted 2008
average Weighted
Na. of share exercise No of share average
options price £ ophions  exarcisa price £
Asat 1 January 438,850 3.6 3,893,370 110
Exercised {138,950) 273 (3.454,420) 075
As at 31 December 300,000 439 438,950 386
Exercisable as at 31 December 250,000 238 388,950 251

The weighted average market price at the date of exercise dunng the year was £12 77 (2008 — £14 08) Options outstandeng at the end of the year have

a weighted average remaining contractual ife of 3 5 (2008 — 3 6) years

28 Reconciliation of operating profit to operating cash flows

Group Company
2008 2008 2009 2008
$000's $000's $000's $000's
Operating profit {foss) from continuing operahons 80,451 30,172 {6,462) {6,034)
Operating profit from discontnued operations - 36,419 - -
80,451 656,591 (6,462) (6,034)
Share-based payments 875 an 875 9N
Depletion and depreciation 16,126 8,733 12 170
Operating cash flows before movements in working capital 107,452 76,295 (5,475) {4,893)
Increase in inventones (19,922) (3,900} - -
Decrease (increase) in recevables 14,032 {18,940) {218) (65)
{Decrease) Increase in payables (2,919} 5,453 (740) {13,448
Cash generated by {(used in) operations 98,643 58,908 {6,433) {18,406)
Interest received 3517 6,692 1 50
Interest paid {11,278) {11,808) 3) (408)
Income taxes paid {13,912) {8,736) - -
Net cash from (used in) operating activities 77,030 45,056 {6,435) (18,764)
Cash generated from operating activities comprises:
Centinumg operating activiies 71,030 14,099 (6,435) {18,764)
Dscontinued operating actvities - 30,957 - -
77,030 45,056 (6,435) (18,764)

Cash and cash equivalents (which are presented as a single class of asset on the balance sheet) compnse cash at bank and other short term hughly iquid
investments that are readily convertible to a known amount of cash and which are subject to an insignificant risk of change in vatue
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29 Operating lease arrangements

2009 2008
$000's $000s
Mmimum lease payments under operating leases recogrused wn income for the year 506 447

At the balance sheet date, the Group had outstanding commitments for future mimimum lease payments under non-cancellable operating leases, which
falt due as follows

2009 2008

$000°'s $000s

Within one year 433 508
In two to five years 476 127
909 635

Operating lease payments mainly represent rentals payable by the Group for certain of its office propertes which are fixed for two years

30 Capital commitments
At 31 December 2009 the Group had exploration licence commitments not accrued of approxsmately $33 9 mullion {2008 — $24 5 mullion)

31 Related party transactions

Dunng the year, the Company recorded a net credit tn the amount of $0 5 million {2008 - $2 9 million) in respect of serices rendered between Group
compames There were no balances outstanding wath Group undertakings as at 31 December 2009 Transactions between the Company and its
subsidianes have been ehminated on consolidation

Transactions with the Directors of the Company, who are considered to be rts key management personnel, are disclosed in the Directors” Remuneration
Report on pages 48 to 56

32 Events after the balance sheet date

In January 2019, the Company announced that it had successfully placed 7,234,347 new ordinary shares of 20 pence each (the Placing Shares) with
insttubions at a pnce of 1410 pence per Plaging Share (the Placing Price) wa a cash box structure Based on the Placing Pnice, the gross proceeds of

the Placing were £102 0 mullion ($166 0 million) No share premium has been recogmised as the Company has taken advantage of section 612 of the
Compames Act 2006 regarding merger relief The Placing Shares 1ssued represent an increase of approximately 9 6% in SOCO's existing issued ordinary
share capital Upon issue the Placing Shares were credited as fully paid and rank pan passu in all respects with the exsting ordinary shares of 20 pence
each in the capital of the Company, including the nght to receve all dnadends and other distnbutions dectared, made or pasd on of 1n respect of such
shares after the date of 1ssue of the Placing Shares
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Five Year Summary
Yearto Yearto Year to Year tn Year to
31Dec2009  310ec2008  210ec20D7  31Dec2006 31 Dec 2005
$000's 5000’s $000s $000s 5000's
Consofldated income statement
il and gas revenues — continuing operations 131,013 55,340 - - -
Operating profit — continuing operabons 90,451 30,172 {7.858) {8.802) (5,999
Operating profit — discontinued operations’ - 36,419 65,645 55113 37,263
Profit for the year 51,118 411,060 32,314 29,063 20,477
2009 2008 2007 2006 2005
$000's $000's $000’s $000's $000's
Consclidated balance sheet
Non-current assets 712,444 635,089 517,744 340,527 225,808
Net current assets 84,542 315,044 44,272 181,685 43,021
Non-current habilities (33,7118) (239,747) (233,049}  (226,420) (2,550)
Net assets 763,268 710,386 328,967 295,792 266,239
Share capital 24,451 24,322 23,549 23,532 23,479
Share premism 7,077 70,369 68,355 68,325 68,221
Other reserves 1,317 14,697 49,437 54,406 54,259
Retained eamings 656,423 600,998 187,626 149,529 120,280
Total equity 763,268 710,386 328,967 295,792 266,239
Year to Year to Year to Year to Year to
3 Dec2009  31Dec2008  310ec2007  31Dec2006 31 Dec 2005
$000°'s $000 3 $000's $000's $000s
Consolidated cash flow statement
Net cash from operating activites 77030 45,056 49,009 33,230 30,536
Capital expenditure 73,901 217,613 178,590 114,339 76,175
Year to Year to Year to Year to Year to
310ec2009  310ec2008  310ec2007  31Dec2006 31 Dec 2005
Financial and operating key performance indicators
(continuing and discontinuad operations)
Realrsed il price per barrel ($)? 55.70 66 62 70 69 6273 50 28
Operating cost per barrel ($)* 9.82 1030 693 59 455
DD&A per barrel ($)* 5.44 425 532 370 340
Basic eamings per share (cents} 6 5753 458 413 293
Diluted earmings per share (cents} 61.9 4971 409 369 258
Total shareholder return (%)° 24 (50 2) 592 758 1026
Production farrels of o per day)® 6,415 4,464 6,316 6,766 5,684
Tota! proven and probable reserve additions {mmboe)’® 34 250 26 418 1006
Proven and probable reserves (mmboe)? 1425 1441 1609 1606 1332

' Descontmued operabons includes the results of all descontnued operabons throughout the five years shown,

2 The reatised o pnce per bamel s the average proceeds recerved for each bamed of od sold m the penod.

* Dperating cost per bamel ts tha averags cost incurred to produce 2 barrel of ol wiuch exclude Efing snhatances and mventory effects.
* DDEA per barrel mludes depreciation, depletion and decommussioning costs for the penod calcutated ower barvels of of) produced

5 The total shareholdes return is the percentage annual retwm to the Company’s shareholders.
¢ Average barrets of oif produced per day net to the Group's workang interest.
7 Compnses addrhons, revisions o prevous estimates and purchasa of reserves.

* Reserves are net to the Group's working interest expressed in milions of bamets of oil equivalent (see Reserve Statisbes on page 33)



et Repert 0 Accorts 20 O3

Reserve Statistics
Unaudited, net working interest (mmboe)

Net proven oil and gas reserves

Totat Vietnam' Thailand Congo'
Reserves as at 31 December 2008 78.1 nr 16 48
Changes In the year
Addibons - - - -
Rewision to previous estimates 42 - 42 -
Purchase of reserves - - - -
Change of interest {11) - - (.1
Sale of reserves - - - -
Producton 2.3) {1.0) 1.3) -
Raserves as at 31 December 2009 789 70.7 45 37
Net proven and probable oil and gas reserves
Total Vistnam' Thatland Gongo'

Reserves as at 31 Decomber 2008 144.% 125.2 70 19
Changes in the year
Addibons - - - -
Rewision to previous estimates 34 - 3.4 -
Purchase of reserves - - - -
Change of interest 2.7 - - 27
Sale of reserves - - - -
Production 23) (1.0) (1.3) -
Reserves as at 31 December 2009 1425 1242 9.1 9.2
Net proven and probable oil and gas reserves yearly comparison

2009 2008 2007 2006 2005
Reserves as al 1 January 1441 1609 1606 1332 07
Changes in the year
Additons - 70 - - 683
Rewsion to previous estimates 34 180 26 388 85
Purchase of reserves - - - 30 238
Change of mnterest 2.7 (119 - mn9 -
Sale of reserves - {29 2) - - (56 0)
Producton 2.3) {16} 23 (25) 21)
Reserves as at 31 December 1425 1441 1609 1606 1332

Note mmboe denctes mafhons of barvels ol equivalent

1 Reserves are shown before deductions for minonty interests which are funded by the Groap The Gioup 1S entitfed to recesve 100% of the cash flows until it has recovered s funding of the
menonty mterest inchuding a rata of retum from the munonty interest's pro rata porbon of those cash fiows.
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Disclaimer

Thus document indludes certain forward-looking
statements regarding the SOCO Group By thew
nature, forward-looking statements involve a
number of nsks, uncertainties or assumptons
that could cause actual results or events to differ
materially from those expressed or implied by the
forward-lookeng statements These nsks,
uncertainties or assumptons could adversely
affect the outcome and financial effects of the
plans and events descnbed herein Forward-
looking statements contamed i this document
regarding past trends or activibes should not be
taken as a representation that such trends or
actrvities will continue i the future You shoutd
not place undue reliance on forward-lookang
statements, which speak as only of the date of
thus document. Except as required by law, the
Company 15 under no obligabon to publicly update
or keep current the forward-looking statements
contamed in thts document or to publicly correct
any Inaccuracies which may become apparent in
such fosward-looking statements

-]
Mixed Sources

FSC meadnssas™

This report ts pnnted on Heaven 42 which 1s
sourced from well managed forests independently
cerhfied acoording to the nules of the Forest
Stewardship Council Disdlaimer
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