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Roxi Petroleum was admitted to trading on London’s AIM market on
22 May 2007 with the intent to acquire controlling interests in and
develop oil and gas assets in Central Asia. Roxi’s strategy is to target oil
discoveries and mature exploration acreage, which have reserves and
production upside. This strategy has allowed the Company to acquire
a number of excellent exploration and development assets in Western
and Central Kazakhstan, covering a combined area of 1,880 km?2

These assets have significant reserves under the Kazakh’s Government’s
reserve classifications of C1+C2+C3. It is Roxi’s strategy fo use
available modern technology to move the reserves from the current
classifications to internationally recognised SPE classifications
recognised by AIM and other financial markets. Roxi also aims to add
further value to the assets by bringing them into production.
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“The actions taken in 2009 and subsequently have transformed Roxi from a
cash strapped company with a portfolio of promising assets to a company
that, following the completion of the Galaz farm-out, has funded in
full its 2010 work programme and with legitimate expectations later
this year of production from the majority of our assets. RoxiIs now in a
stronger position than at any time over the past two years.”

Clive Carver, Non-executive Chairman

Financial Highlights

2009

o US$18 1 million spent on 2009 work programme

« US$34 3 million loss for the year

¢ US$24 million equity Iine of credit secured {io date unused}

¢ US$5 million convertible loan for Golaz from Arawak {Altus)
+ US5%8 5 milhon Ravninnoe farm-out with Canamens

2010

+ US$57 million BNG farm-out with Canamens

* 2010 mimimum work programme commitments fully funded for primary assets

¢ US$8 million short-term convertible loans from Altius taken and repard without conversion
»  US$3 million loan from Kuat Oraziman taken and repaid

¢ US5$20 million advance received in respect of the US$50 million Galaz farm-out with LGI

i

Operational Highlights

2009

¢ 530km? 3D Sesmic on BNG (34% of Coniroct Area)
* 4 successful wells on NW Konys field, Galoz

* Drilled high pressure Ravninnoe Appraisal Well 20
* 14 6 million barrel reserves N W Konys

2010

* Ravninnoe Well 20 to test/acidisahon

s 895km? of 3D seismic on BNG {a further 46% of Controct Areq)
* 5107 wells on BNG

* South Yelemes pilot production to start

* 4 pilot produchion wells on NW Konys

*  NW Konys pilot produchion to start

*  Munally commercial production to start
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Shares in issue

£
2
5 Shares of the IPO [May 2007] 168,207,490
E Shares in 1ssue following the acquisiion of Eragon Petroleum Ple (March 2008) 320,130,567
E Other sheres ssued since 1PO (but before 31/12/09) Q7051,598
-g Total shares in issue at 31 December 2009 417182,165
E Shares 1ssued since 31 December 2009 3,636,221
8_ Total shares in issue ot 20 May 2010 4201 818,386
o
Options/warrant
At 31 December 2009 10p 12p 38p 65p
Board 4,284,245 10985,873 13,165,078
GEM 2000,000!
Alhys 32 8675007
Other 10,023 112
At 31 May 2010 10p 12p 18p 65p
Board 6,484 245 10,985,873 13,165 078
GEM 2,000,000
Alhys 32.260,0567
Other 10,023,112

1125% of the closing bid price per Crdinary Shares on the Issue Date

210p vp to 31 March 2010 15p up to 30 Seplember 2010 20p up lo 31 March 201

T Includes addiional 92,556 worrani shares granted 1o Allws following adjusiment under Condition 3 of the Grant of Warrant
Deed The Aflus waorranis are exerciseable al 15p if exercised belore 30 September 2010 and 20p up to 31 March 2011
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“Roxi has now turned a corner in its evolution and is now well positioned
to bring real value to its shareholders as the funding from the recently
completed farm-outs is re-invested into the development of the fields.
We expect to have both production and SPE reserve data available by

the end of 2010.”
Dawvid Witkes, Chief Executive Officer

Review of Operations

Row: held interests in five Sub Sail User Contracts in Western and Central Kazakhsian n 2009 The tollowing rable

summanises the Company's Interests af end of the year

Operating entity Descrphon Bosin Interest Interest

[t 1/1/09)  lat 31/12/09)
BNG lid LLP Exploration Controct Pre Caspian 58 41% 58 41%
Galaz and Company LIF Exploration Contact Turgan 5015% 5015%
Ravrinnoe Qi LLP Contiact and Producton Contract  Pre-Caspian 5000% 300C%
Munailly Kazekhsian tLP Conliacl and Production Contract  Pre Caspion 584i% 58 1%
Beibars Munar LLP Expleration Contract Mangyshlak 5000% 50 00%

During 2009 the compeny disposed of interests in Ravrinnoe and BNG 1o Canamens Cential Asig BV ["Canamens”)
The compory also cancelled the farm-out ogreements on Galaz with KazRosMunai LLP announced on the 19 November 2008

and planned sales of Row'’s mierest n Munaily
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Operations
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BNG
BNG Lid LLP operates the BNG The block contains appraisal and
Contiact Area also referred to as exploration potennal n lower
the “Ayrshagyl block”, which covers Crelaceous, Jurassic and Tniassic
1,56tkm? of low lying Steppe and sequences n the Posl Salt succession,
tronsitien zone at the edge of the where proven souice migraton,
Caspian Sea This fronstion zone reservoir, and tropping occur In Pre
which covers approxmately 20% salt formahons commercial rates of
ol the block floods up lo twice o Hydrocarbons have been tested from
year, depending upon sea level and  unevaluated reservors
waather condmons in the Caspian
The block 1s surrounded by preducing  In May, BNG completed acquisition
fields of the southern Pre Caspian of 360km? of full fold 3D seismic
including, Tengiz, Borankel Totkyn, over the northern par of the block
and Nsanovskoye The area of the 3D seismic survey
includes the Yelemes and Ayrshagy
The block wos acguied by Roxi group of structures, which were
in 2008 through the acquisiion o explored in the 19805 The company
59% of Eragan Pefroleum Limited, intends to use the 3D ic better define
through which the company holds potential of existing discoveres
a conirolling inlerest The company Yelemes G 1, Yelemes G 54 (South
announced on the 19th Jonuary Yelemes), and blow out Ayrshagyl P 1,
2009 that it had reached agreemen:  and to build a porifelio of expleration
with Canamens to farm out up to targets, for 2010 and 2011
35% equily interest in BNG, subject
1o vanous governmen: opprovals Infrastructure and site construction
I January 2010 the deal was began in Q4 2009 in preparation
completed and Canamens became for driling on South Yelemes m 2010
23% equity pariners 1n BNG with an BNG has commenced opprarsal
option to aequie a futher 12% o of the Scuth Yelemes field, with the
Masch 2010 A the year end Rox testing of well 54, and the drlling
held a 58 41% indirect nterest, which it of well 805 i Apnl 2010, prior
held thiough Eragon Petrcleum Limited to finolising exploration drilling
Aher completion of the Canamens tocations later in the year In March,
fcrm in and the exarcise 0{ 1he|r ophon Caonamens exerosed lhelf ophon o]
Roxi holds a 23 41% interest n BNG acquie a further 12% nterest from
Roxi, end fund @ further $23 milhon
of the work programme
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Galaz

Galaz and Comnony UP {Golaz)
operates tha NV Fonys Suby sail User
Cract an behalt of Po~and s
Prutners The block wos ncquired b,
Peer iy 2008 thizugh it e acquisimon
of 59% of trugon Petraleum bimied

M oungh which e cor pan, bolas o
ool ng ke est

Tha b cowm - 30l oy s
conted o th 2 curean o d One
bigh'y perelic @ Tuge besnon
Canil Fasmikhann 1ae hours eorth 5
ko zvloran Good ihasruziure 2 sty
e the feem of rocds ppel res and
processirg fnchies i earks, hetds

"

1 Febroary 008 Golaz suecassiully
completed the difing of four aglls
{NK3, Pkd NKS BFS] 0 aoprose
the IV Koms held Al oy sells
aneonmtaed comsicial lumss

=f &l n Unper Jurassic chanael

sands ol ¢ den h of approx mares,
1300 Twee  &lls wers lorar pot on
poddie e test et o rombine [ e of
PO b od er gy on ot
P Tre wmann g v cll NKAY w

e opte v g or ot ngey helore
oM pmauson estsn 2010
Fo' swig 1esi gy new rase ws e
estma.ad and 14 & milkan hane's of
Ct ond C2 reser es addad 10 the
Sae Belonce of Kaozakhsan, and o
Decamber 2008 the Plot Frodurtion
Propct aas subruttad I ine authortes

fo approrol Once anpro ol for ihis s
gren producion om PNW Fony s wil!
build from irar al evies of agpcamael,
500 barrels of ol par day from the
easting wells 1o 2000 hanel of ol
per day as oo wells are drilled

Fwplorrte nowell TIK7 4 ags o dler
oo the year & 8 rom Mo ember
200G s beben 2000 v oy

la wve Cralueesus [Aiskomy U er
wndd Pddle Jwass amets The well
ancou veee 1265 matas oo ol poy
in the ~rshum sancs ard shov s n
e Upoer anc Midd e Juressc This
discovary, soniims the oresencs o
Ry ~arbons an the NK22 siucire
ahich wall bz armeted for huther
exploranon in 2010

In luly 2009 he company
announzed 1t wos Sitsnng eclusiiry
o G Inainohonal Corpanacon (LG}
o owchose on wnerest 1 Galaz In
Februar, 2010 G signed o Heody of
Aqee nent 1o purche se ¢ 4G e A
n Galnz frem Gz Erergs, By (o
subsidicry of R} aing o Apal 2010
he Solz and Pucnaee Sgresmant

as exacutad nter complation of the
sve 1o MG and a buack to back denl
wrh local cartr ers o vall re'nguisn
cparaenal conrol but relon 2
conralling n erest thiough Eragon
The company s paricicaing ineress
will be 34 22%
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Ravninnoe

Siuoted 1n the Atyrau Oblast of West
Kazokhston, the Ravrinnoe Contract
Area covers 121 square kilometes
ond 15 localed opproxmately 60
kilometres east of the BNG Contract
Area and 100 kilometres east of the
Tengiz ol and gas held

The block 1s situoted close to the
southern edge of the pre-Caspian
basin end contains the Ravninnoe
pre sal stuciure ot o depth of
approximately 3,500 metres

The contract area 1s operated by
Ravninnoe Qil LLP [“Revminnoe”)

Inihal reserve esimates on the
Ravninnoe fields, are 3 7 million
banels pioven, probable, and
possible with a range of 1 to

10 milhon bareels of contingent
tesources In November 2008,
Roxi farmed out a 20% interes! in
Ravminnoe to Canamens Energy
BY [Canomens! The deal wos
completed in july 2009 ofter all
necessary governmen! approvals
were received Access road ond
temporary camp construchon staried
in August 2009, and at the end of
Qciobey, the first new well Rav-20,
was spudded

The well was designed 1o test

the viobility of the Upper Middle
Carbonferous ol bearing reservous
on the Rovninnoe structure The well
reached o totat depth of 3,455
metes on the 2nd of January 2010,
clier encounterning in excess of

30m of gross oit column in @ low
permeability dolomiic carbonate
sequence Ininal testing of the mlerval
flowed of rates of up 1o 240 barrels
of oll per doy of 350 APl oil

Ravninnoe will corry out exlensive
tesing and stmulation in 2010 to
further evaluate the potenual of

the field In December 2009 Rox,
together with Canamens started
discussions with the Kazakh parners
who together hold a 37 5% nlerest in
Ravninnoe, 1o faciliate the continued
evaluahon of Rav 20, and future
operations The deal, in the form of
a Sale and Purchose Agreement was
executed in March 2010, sels out the
terms of assignment of interest {subject
o Sicte opprovall - see note 31 3 for
further details
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Munaily

The Munaily held {0 6@ k2 is localed
60 kilometres from the town of Kulsary
in the Atyrau oblast wes) Kazakhsian
The field was extensively produced
fiom the 19505 1o the 19905, when
aver 70 wells were dnlled to produce
Hmmbbls of of from 12 stacked
reservorrs in the Crelaceous Jurassic
and Tnassic succession

The teld was relicensed in 2004
under an exploration ond producton
SSUC expinng in 2030 Munaly
Kazokhstan LLP the operciing
subsidiary, {"Munaily”) dlled two wells
in 2008, the first of which encountered
an un-depleted resesvon which In
Rox's opinion contains up to } 1 millon

barrels of ot The company entered in
to an arrongemenl o Se“ Its interest In

the company in December 2008

This arrangemen did not complete as
fuli consideration wes not receved by
the due date After informeng the State
authonties that Roxi was not longer
selling its interes!, Munaily Kazakhstan
LtP entered into discussions with

the Minisiry of Energy and Mineral
Resources [MEMR) for permission 1o
proceed to the production phase of
the Contrac), with exemption from the
outstanding US$12 million explorahon
commiimeni Permission was gronied
in February 2010 and at the dote of
reporing the company 15 prepanng

the necessary project work for o
Commercial Poduchon licence Due
to the wamng of the exploration
commitment on the SSUC the Board
beheves the Munaily held 1o be o
viable field rehabilitehon project

Beibars

Rexi rolids 1 90 L -ent interes ancd
o= aroral 2onk s of Baibars Cortac
2rea a4 ke M ang shies Basn raar
Atae Pewsas fAunan LUP "Beibary))
15 Jeneqs nccess 9 the Contol Alea
s < result of the rlitar, inter w2ntion
w2008 ond ioee me gure evem
preven's Whe company fom carrang
out the wort pogioamme

Conseauently al word © ogrenner e
axpenditure was deleren pending

rencluton o7 e miliary polygen
thai+ as o a.ded o er the Be burs
Contract Arzc Explorason potenaal
15 dactien n Juanas sandztonas
Taassic carbanates, and hacued
Paliueorcc Busement at depth of

2500 10 4000 mat &5

The 3D s2 smic dae ocyuired n

2008 il centinue o be avaluated o

de ne he sxwlomnon pr enal
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Total reserves
for all assets:

Cl

8 million barrels

Cl1+C2

20 milion barrels

Cl+C2+C3

104 million bariels

All reporied using GOST
standards common 1n Russia
and the CIS region

Galaz Field

Qualihed Person

Duncan McDouggll, Technical
Director of Rox Petroleum and o
Fellow in the Geologiced Society,
London, has reviewed end
approved the fechnical disclosure
in this announcement He holds
o BSc in Geology and has 26
years infernahonal experience

of exploration, appraisal, and
development of ailfields n a vanety
of emvironments

GOST Recoverable Oil Reserves

{million tonnes)

Conhact Area Prooerty (31085 Ron INet tnieresl
e minnce C (gl 014 2000%
C7 08 07 3000%
Ca
Golas Cl 1 ¢ 0z 34 22%
<2 1C O3 3422%
C3
BINC Cl 1 3 Q03 2341%
C2? 45 11 231 41%
C3 507 117 2341%
Tzl Cl 37 11
T2 o3 16
C3 50 2 117
{million of barrels}
Coniact Area Pronary Gioss Po 1 Met interes,
Rovimnnoe Cl Gy 20 3000
CZ2 56 17 3000%
3
Galaz Ci 72 ”5 34 20%
C 74 25 23 27%
C3
BNG Cl 101 24 2341%
C2 324 76 2340%
C3 60 | 842 2341%
[l 1 277 7a
C? 45 4 118
C3 160 | 84 3
SPE Recoverable Reserves and Resources
{rmillion of barrels})
Property Gross Roxr Net Interest
Ravainnoe Piobable 13 04 3000%
Possible 24 07 3000%
Contingent
Resources (besi) 26 08 3000%
Galaz Pioven 07 02 3422%
Probable 28 10 3422%
Possible 43 15 342?2%
BNG Nat
Evaluated Yet
Total Proven 07 Q2
Probable 41 14
Possible 67 272
Contingent
Resources [besl) 26 08
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SPE - The Society of
Petroleum Engineers

Proved Reserves

Proved Reserves are those quantities
ot petroleum which, by analysis of
geosciences and engineenng dafa,
can be estmated with reasonable
cerlanty to be commercially
recoverable, fom a given date
forward, from known reservorrs
and under defined economic
condiions, operating methods,
and government regulations i
determinisiic methods ore used,

the 1erm reasonable certainty 15
intendled to express a high degree
of contidence that the quantiies
will be recovered If probabilistic
methads are used, there should be
al least o 90% probobilty that the
quanies actually recovered will
equal or exceed the eshimale

Probable Reserves

Probable Reserves ore those
addiional Reserves which anclysis
of geosciences and engineering
dota indicate are less hkely to be
recovered than Proved Reserves but
more cerian jo be recovered than
Possible Reserves It is equally lkely
that actual remaining guantities
recovered will be greater than or
less than the sum of the estimated
Proved plus Probable Reserves (2P)
In this context, when probabilishe
methods are used, there should

be at least o 50% probability thar
the aciual quantiies recovered will
equal or exceed the 2P esimate

Contingent Resources
Conlingent Resources ore those
quantihes of petroleum estimated,
as of a gven date, to be
polentally recoverable kom known
accumulations, but the apphed
projectls) are not yet considered
mature enough for commercial
development due 1o one o1

more contingencies Confingent

Resources may include, for
example, projects for which there
cre currently no vioble morkets,
or where commercial recovery 15
dependent on technology uader
developmenl, or where evaluation
of the accumulaton 1s nsufficient
to clearly assess commerciolity
Contingent Resources are further
categonized in aecordance with
the level of certanty associaled
with the estmates and may be
subrclassified based on project
matunity ond/or characlenzed by
therr economic status

GOST Standard
Reserves

Category C1

Cl1 reserves are compuled on

the basis of results of geological
exploration work and production
dnling and must have been studied
in sufficient deterl to yield dato
from which to drow up evther a tnal
indusinal development project n
the case of a natural gas held or o
technological development scheme
in the case of an ol field

Category C2

C? reserves ore preliminary
eshmaled reserves of a deposil
calculoted on the basts of
geclogical and geophysical
research of unexplored sections
of deposits adjoining sechions

of o held conlgimng reserves

of higher categories and of
uniested deposis of explored
fields The shape, size, struciure,
level, reservor types, content and
charactenshes of the hydrocarbon
deposit are determined n general
terms based on the resulis of

the geological and geophysical
exploration and information on the
more fully explored portions of a
deposit Category C2 reserves are
used lo deleirmne the development

Roxi Petroleum plc > Annucl Repont and Accounis 2009

potennal of a field and 1o plan
geological, exploration and
produchon achivities

Category C3

C3 resources ore prospecive
reserves prepared for the driling

of {} trops within the oltand-gas
bearing creq, delineated by
geclogical and geoaphysical
exploraticn methods tested for

such area and {1 the formation of
explored fields which have not vet
been exposed by drling The form,
size ond skotilicahon condihons of
the assumed deposit are estimated
from the resulls of geological and
geophysical research The thickness,
reservorr choracteristics of the
formations, the composilien and the
charactenstes of hydrocarbons are
assumed to be onalogous o those
for explored felds Category C3
rescurces are used in the planning
of prospeciing and exploration work
in areas known lo confon other
reserve beorng helds

GOST standards

GOST standards are administered
by the Euro Aston Council for
Standardizaion, Melrology

end Certificaon {EASC), o
stendards argonization charlered
by the Commonwealh of
independent States

Al presen, the collection of GOST
slandards includes over 20,000
iles used extensively In conformity
ossessmeni achviies n 12
counines Sering os the regulatory
basss for government and private-
sector certification programs
throughout the Commonwealth of
Independent Stales, the GOST
slandaids cover energy, ol and
gas, environmental profection,
construchon, fransporiaton,
telecommunications, mining, food
processing, and other indusines

Business Review
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“Roxi has made excellent progress across its portfolio

Timeline

already forged.”
Dawvid Wilkes, Chief Executive Officer

January

* Successful completion of
the five well appraisal
drlling programme
al NW Konys

February

¢ Advance lunding of BNG
by Conomens

* Cgnamens pad
US$8 5 million 1o fund
Rovninnoe work progrom

April

* Goloz completes sales/
defivery agreements with
KuatAmloniunar LLP to
receive the fest produchon

May
» Golaz testing 4 wells on North
Konys Max rate 1200 bopd

* Genaral Meeling with special
resolution io rebase the nomindl
value of the Company's shares

¢ Completed 668 km? 3D
acquisiion on BNG

June

* Sesmic evaluaben
on Ravninnoe

® Four wells successtully
drilled on Galoz

as we look to deliver our strategy of securing early
production and proving up reserves; whilst building
on the refationships and partnerships that we have

October
* Dovid Wilkes
appoinied as CFO
July
¢ Annual
General meeting
¢ Extended Rovninnoe
exploroton penod
to 2011 November
s Ravninnoe farm-out with ¢ Spud NK 22 Galaz
Canamens complefes
December

+ Sie preparation for
South Yelemes

» Applicaton for pilot
production an
NW Konys

August
* Matrx Corporate Copriel

1P appointed Nominated
Adwviser and Broker

* General Meeting lo
opprove the sale of the
Companys inferests 1n

BING Lid LIP

¢ Intenm Financials to
30 june 2009 released
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January
* David Wilkes appointed
as CEO

* Rovninnoe Well 20 dulled
to 3455m, encountering
hydrocarbons

* Ravninnoe Well 20 TD's

* BNG farmout with
Canomens completes
(Stage 1)

April
¢ Sale of Goloz 40% anncunced

* LGl financing $26 million for
appraisal & development
of NV Konys eld

* Spud well 805 ol
Yelemes lield

* BNG test well #54, which
yeld 200 bopd

* Ravninnoe well 20 tests
240bopd

* BNG seismic acquisiion siarts

* Gdoz apphes for NK22 exiension

July

* Siart pilot production at
NW Konys

* Spud BNG well 135 [M}A}

March

* Conamens exercise
BNG farm-out option
(Stage 2

* Roxi repays the
US$3 million Alhus

convertible loan

* Alhus exercise
2 million worranis

June
* Annual General Meeting

* McDanel SPE Galoz
teserves determined

* Spud well 806 ot
Yelemes field

* Ravninnoe well 20
test produciion

August

October

* Project inancing roadshow

* Munaily commercial production
starts on well #1

* BNG Exploranon #2 well

* Spud approisal wells
on NW Konys feld

November
e SPE reserves for BNG

* Spud BNG well 808
at Yelemes feld

* Spud exploration wells
on NW Konys field

December
s BNG Exploration
#3 well

* BNG Exploration
#4 post sal well

® BNG 3D sesmic progrom

completed

* Spud development wells
on NWV Konys helds

February

¢ Edmund Limenck
oppotntment as Non
executive Director

Hyunsik Jong
apponiment as COO

Presentation at
Ol Barrel conference
in London

Second discovery
on Galaz Conract
Areo NK 22

Roxi Peirolsum plc > Aanual Report and Accounts 2009

May
» North Yelemes
seismic complefion

* Rox repays Alus loan
of US$5 million

* Anncunce inlenm half
yeer resulls

September

* Pilot produciion at
South Yelemes

+ Spud BNG well 807
of Yelemes field

= Receipt of export
license a1 BNG

¢ Spud development wells

on NW Kenys field

Timeline



Following completion of the Galaz farm-out, Roxi
will have funded in full its 2010 work programme and
should bring the majority of assets into production over
the course of the coming year.

Chairman’s Statement

12

The year to 31 December 2009
was o yeor of transformation for
your Company

The actons taken in 2009 and
subsequently have transtormed Rox
from a cash strapped compony

with a portfolio of promising assets
1o a company thet, following
completion of the Galoz farm-out,
will have funded in full s 2010 wark
programme for its pnmary assets and
shauld bring the majonty of assets
into producton over the course of the
coming year

As previously reported, we occepted
in late 2008 that it would not be
possible 10 rase sufficient funding
from the traditional debt and equity
markets 1o fund the development of
our five ossets as we hod plonned at
the time of the Eragon acquisition in
March 2008

Since lote 2008, Roxi has raised
an aggregate US$115 5 million
from tarm-out arrengements, all of
which has been or will be prumarly
used to develop our assets

Qur philosophy from the outset

has been to work with high quality
pariners We are particularly
pleased o be working with such
supportive and professional partnars
as Cancmens Eneigy ond Gl

Board and
management changes

Dunng 2009 and subsequently, there
have been a number of board and
executive manogement changes

A the end of 2009, Rob
Schoonbrood, Rox's founding CEQ
ond the visionary behind the Roxi
venture, who had reached the age
of 65, left the Company Rob led
the execulive management leom
from inception, through the [PC
in 2007 and the acquisihon and
subsequent mlegration of Eragon
Rob's legacy 1s the interests we
have in our five assets and the
snfrastructure 1o explort them

Earher in 2009, Brion Garvey, Roxi s
fist Senior Financial Officer left the
company Binon was a key member
of the execuive managemen feam
dunng Rox's birth and growth

tn October 2009, David Wilkes
was appointed 1o the Roxi board,
inmally in the ole of Chief Financial
Ofhcer and then on 1 Janvary 2010
os Chief Execuive Officer David
tomed from the Almaty office of Emst
& Young, which he had previously
managed lor eight years A Erns
& Young, he cdvised several of
the leading ol and gas companies
including TNKBP, Kazmunaigos
and ENRC

He has been the Chawman of

the Kazaokhslon Foreign Invesiors
Council for the past three years He
has clso been on the board of the
Amencan Chamber of Commerce in
Kazakhstan for 6 years
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Our philosophy from
the outset has been

to work with high
quality partners. We
are particularly pleased
to be working with
such supportive and
professional partners
as Canamens and LGI.

Devids principal tosk over the

next couple of years 15 to lead

the Company through the current
explorahon and development phase
untl Rox becomes hinancially self
sufficient through production In the
brief ime David has been at the helm,
| am plessed to report that he s doing
an excellen: job

Since the year end Hyunsik Jang, a
Korean natiengl, has been apponted
Chief Operating Officer My Jang

i1s a veleran of the exploration and
produchion mdustry having worked for
LG for many yeors n places such as
South East Asia, the Middle East and
Letn Amenico

In February 2010, Edmund bimenck
[eined the boord as o norrexecutive
director and was subsequently
apponied 1o the oudit and
remureration commilees Edmund
has been involved in Central Asia
and financing the ol and gos
busingss for the lost 18 years He will
make an involueble conmbution o
your board

On behalf of all the shareholders,

| would like 1o extend our warmest
appreciation for the contabutors
made by those who have left

the Company end to express my
confidence in the new leam | would
also hke 10 extend shareholders’
thanks to all our employees based
in Kazakhstan for their continued
commitment and enthusiosm
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Outlook

It moy be o hile while belore the
impact of what has been put in
place dunng 2009 and subsequently
becomes apporen: 10 the wider
market Navartheless, | am confident
to say that, as direct result of the

form out anongements put in place
on each of our key assets Roxi 15 1n

€ stronger position now than al any
nme over ihe past Iwo years

i look forward to the future with
giowing conhdence

Clive Carver

Non-execulive Cholrmun

20 May 2010

Chairman’s Statement
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Our near-term strategy is to focus on the
development of our existing asset base with
an aggressive drilling program to achieve

production in 2010

We are now well
positioned to develop
our assets based on
the funding we now
have in place and

the aggresive drilling
program planned for
2010 and beyond.

| am very pleased 1o present my first
report as Chief Executive Officer

Strategy

Ouwr near ferm salegy (s 1o focus

on the development of our exising
asset base with on aggressve diling
program to achieve production in 2010
and to confirm reserves as additional
appraisal and exploration wells are
completed The Group will lock ie
buld on this beyond 2010, by seeking
eddtonal project finance, bosed on
early production and some preliminary
SPE reserve data from our principal
licenses, fo fociiate and accelerate
moving the opesations 1o hll production
inv the medirmrierm We will then look
1o identfy new opporunities within
Kazokhsion and the region to acquire
ond develop oddiional assets

| beleve this i the nghi strategy 1o bring
adduional value to our sharsholders
and to propel Roxi inic one of the
leading ol and gas companies
opeicting in Kazakhstan and the
Centrol Asian region

We will continue to seek out further
cos! reduchon inmatives acoss

the Group, whilst al the same

nme diigently inveshing avarlable
funds into the development of our
ossets Using this approach we
aim to maximise the value 1o cur
shareholders by investing the funds
we now have avalable 1o us

Growth through
parinership

From Roxi’s inception we hove soughs
1o work in partnerships 1o develop
our assets We have local portners
in alt our assets and have thiough

o senes of farm outs brought n
intemnationally based organisations
to help vs fund the conhinued
development of these assets
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We have more than 50 per cent

of our shoreholders based in Asia
and have, in companson with other
international componies operaling
in the region, an enviable record of
compliance with the requrements of
local regulators

We believe this collaborative spird
will conhnue fo serve us well

Farm-outs & joint
venture partners

Since the previous annual reporn
published in june 2009, Roxi has
entered into significant farm-outs
with two commercial organisations
For Ravrinnoe ond BNG our portner
1s Canamens and for Galaz our
pariner 1s LG Inlernational Corp
{"IGI"} In addimion, we hope to

be able to idenify o new farm-out
pariner for cur Beibars project

Ceanomens 15 o prvate equity funded
upstream ol & gas company lis am
15 10 acquue assets with exasing or
near term production opporiunities
with hield development and
exploration potrenhal  Sector Asset
Managemen: and Goldman Sachs
are its two prncipal investors

LG}, 15 @ Korean multinancnal frading
company which has extensive natural
resource inferests

We are delighted 1o be working
with two such professionat end
knowledgeable pariners

With these successtul farmrout
arrangements In place we can now
took forwaid o developing our
major projects, n the knowledge
that, foliowing completion of the
Galaz farm oul, owr neaiterm drlling
programmes are fully funded for both
BNG and Galoz We expect bolh
projects to be in production by the
end of the year




Financial Highlights

As we come 1o the end of 2009, 1he
Company started to emerge from a
two year penod of financicl constraint,
due mainly to the vanous farm-outs
dunng 2009 ond early 2010 We
consider s 1o be the tuming point

for the Group as it looks forward to ©
more stable future with available cash
resources and the prospect of near
term procuction thot will contbuze
much needed cash flow for the work
programmes as well as meeting our
angaing fixed costs within the business
We plan 1o continue 1o seek oul cost
saving inliahives 16 further dive down
OUr ongoing operating costs

The Siatemen; of Comprehensive
Income on page 32 st reflects the
fact that we have histonically been

an explorahion company with no
commercial produciion io date The
hnoncial results were impacted by the
devaluation of the notional cutrency
that occurred in February 2009,

the impairment of one of our assels
Bebars, as well as the increasing
hinance costs associated with the
funding of the lield development in
each of our main license areas Our
am over the next welve months 1s
therefore to begin the process of
shifing our debt shucture from what has
been hisioncally of o short term nature
lo a mere stoble platform of longer
term hinancing arrongements that can
be negoialed on the back of firming
up our reserve base and SPE reserve
quantficanon os well as cchieving
production across our osset base

We think this 15 achievable dunng a
penod when we have funding cunenly
available for our major assels 1o cover
the plonned dnlling program for the
nexi twelve months

This process has started, as we have
dlieady been able to repay some of
the short term hnance arrangements
that we hod in ploce as a result of
some of the recent deals that have
been announced

We will also see a general shift of
work effort 1o the operating entiies
within the Group from that which

Rox has provided o the operating
entiies in the past, duning the penod
leading up 1o the completon of
farm-out arrangements with our new
partners This will mean that the (omnity
opercled enties will start 1o employ
personnel and loke greater ownership
of the operations of the licenses that
they operate and will be lunded from
finance armangements put :n place from
the form-out decls completed as well
as early production from the fields

These factors will change the cast
structure of the Company, as much
of this ocivity has hod 1o be borne
by Roxi during the peniod leading
up to the completion of the farm-out
arrangements We consider the
Group will beneht from this ransiion
in 2010 and gong forward

infrastructure

Roxi's activities are run from our
prncpal office In Almoty There 15 o
regional office in the Caspian Sea
pori of Akiou, which 15 the centie of
opeiatons for BNG, Ravninnoe and
Beibars A small operations office also
operates In Atyrau for logistical ease
A branch office 1n Kyzlorda hes been
established to service the Goloz asset

Staffing

Rox now emplays i total 79 stoff, all
ol whom are based in Kazakhsian
We have 53 i Almaty and 26 in the
regional and lield oifices Of these
employees 18 are technical siaff, 15
are hnancial sioff, 21 are operational
staff and 25 fultd other actvnes 75
of our staft are Kazakh nationals

Changes 1o the board and executive
management leam hove been
summonsed in the Chairman's
Statemen! In addition to those changes
a futther 12 staff lefi the Group duing
the year under review
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Asset update

BNG Controct Area
Exploration
Roxi Interest 23 4 1%

We successiully completed the

farm cut of 0 35% interest in our

BNG asset lo Canamens in 2010
Canamens have committed to fund
the first US$50 million of invesiment
inlo the exploration and dnfing acimry
on the BNG assel Roxi refans @

23 41% snterest in the BNG asset
going forward, but as o result of

Roxi selling iis shore of mterest to
Canamens, it will tetam the nght 1o
receve 100% of the first cil equivalent
for the LUS$32 5 million repoid by
BNG Ltd LIP 1o BNG Energy BY

This allows vs to get BNG into early
production ond will enable both Roxi
and our pariners 1o fusther evaluate
the potentol of this asset We am
to achieve cver BO% coverage with
3D seismic n 2010 as wall as doll @
futther 7 apprassal and exploranen
wells on the BNG ficense area
Together with our pariners we are
aclively seeking project finance to
further develop this project in 2011
and beyond

We expect some production
revenues from this asset in 2010,
with the dnlling activity planned and
first test production being achieved
in the hrst quorter 2010 from well
54 and from cther appraisal wells
planned theeafier

South Yelemes Field

in March 2010, Roxi announced

the successiul re-entry and testing of
well 54, on the Soulh Yelemes held,
which was dilled to o total depth of
3,250 metres Upon testing the lower
inlerval staring from 2,223 metres
the well flowed ol ond formation
water ol rates up to 90 barrels per
day due lo water influx behind the
casing from a deeper water leg

Chief Executive’s Statement
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Aher isoloing the lowes interval with
a cement plug, the upper intesval,
across Upper Jurassic sands at a
depth of 2,212 metres, tested ot an
il rate of 200 borrels of ol per
day on o 5mm choke The well has
been put onto a 90 day preduction
lest prior to pilot pioduction Well 54
was ongmnatlly drlled in 1988 and
the reservorr was severely damoged
dunng abandonment

BNG has clso spudded well 805
being the first of 4 appraisal wells
we plan io dnll Drlling on this well
15 currenty underway Well 805

will be dnlled 1o 2,500 meires to
test two oil bearing Callovian sand
intervals, one of which s producing
in well 54 Following the cementing
of production casing, the ng will
then move directly to the well 806
location which 1s being prepared for
its arnval Both wells have secondary
targets i the upper port of Middle
Jurassic formations  The wells are
expected to take 30 days each 1o
drll ond following approvals for
pilot production kom the Kazakh
authoriies [cusrently apphed for,
they will be pu! into production

After dnlling wells 805 and 806,
BNG 15 scheduled to dnll between

3 and 6 further wells in 2010t

test other postsall rargels identihed
from 2009 seismic inierpretation

at between 1,700m ond 3,000m
depth Dnlling new exploration
targets are expected 1o provide rapid
orgenic growih 1o BNG's reserves
base and produchon

Following the approisal dnling SPE
teserves will be esnmated later in
the year

3D Seismiec Programme

Lunng the first quorter 2010, BNG
mabihsed the seismic contiactor,
Dark SIF LLP. 1o the contiact area

and commenced parameter tests
pncr to acqunng o total of 895
square kilometres of 3D dala over the
summer months This represents some
46% of the remaining contract area
In coverage, which sogether with the
2009 3D seismic acquisiion means
that BNG will have 3D seismic daia
over 80% of the block The remaining
20% of the block 1s scheduled for 3D
seismic acaquisition durning 2011

Gelaz {NW Kenys)
Explorahon and Produchion
Roxt Interest 34 2%

We recenily announced a deal with
LG for the scle of Galaz Energy
BY's {GEBV') 40% interest in Geloz
& Compaeny lIP, for a consideration
of US$15 & milion LG have also
ogreed 1o provide additional funding
through o loan arrangement for
US$34 millon that will be used 1o
seflle histoncal debts assecated

with the development of the NwV
Konys Field, as well as provide
US%17 5 millon of financing for

the future development of the NW
Konys Field Completion is sill subjec
io approval by the Stote

Addimonally, Golaz Energy BV
eniered 1nfo further agreements
to purchose back from Kazakh
shareholders a further 13% for
US$3 4 mull:on

An agreement was enlered info
and subsequently cancelled with
KozRosMunar WP, which completed
the drilling of the 5 wells on the
NW Konys leld dunng 2008 and
2009 The mihal mtention waos for
KazRosMunai to take an interest

in Galaz & Company LLP, as
compensatnon for the drlling of four
of the wells dilled However, we
agreed that such services would
be seitled to pay for work
completed n cash
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Ulnmately, alier the recen disposal
ot 40% of GEBV's interest in Galaz
& Company LIP and as soon as
the above agreements hove been
compleled, GEBY will own 58%

of Galez & Company WP leaving
Roxi with an indirect interest in

Galaz of 34 22%

Togesher with the award of the pilot
production hcense anticipated dunng
June 2010, the LG deal will enable
the Company o gquickly develop and
bring this asset into production and
increase the number of producing
wells thioughout 2010 The company
was able to put 4 of the wells

drlled on the NW Konys Freld mto
production during the year, which
resulied 1In @ moximum combined
preduction rate of 1200 bopd duning
the test produchon period

NW Konys Field Pilot Production

The pilol production project
submitied for approval in
December 2009 sill awans final
appioval from the authonhas 1t s
anhcipaled that opproval will be
gronted in June 2010, allowing
pilot produchon o commence
immediately thereaher The pilot
pioduction will include a further four
wells to be drlled later this year
Work on completing the drilling
ond tesing of the NK 22 well 15
expecled to be completed dunng
the second quarter 2010 McDanel
& Associotes have been engaged
to audi the reserves upgrade on the
NW Konys contiaci area the results
of which should be published in
June 2010

We hove also recenily apphed for
an extension of the INW Konys hield
lcense oreq, which will ncrease

the license area, hom 30 squore
kilometres to 120 square kilometres,
should the extension be granted The
results of this application should be
known dunng fourth quarter 2010
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Ravninnoe
Exploraton and Production
Roxt Interest 30%

In July 2009, we successfully farmed
out a 20% nterest in the Ravninnoe
field to Conomens, for a total
consideration of US$8 5 million
Addiionally, Canamens also
ocquired a 12 5% interest in
Ravrinnoe from Kuat Oraziman, a
Duector of Rou, who in tumn looned
US$5 milhion back 1o Roxiin the form
of shorHerm financing to the Group

Chief Executive’s Statement

Roxi has, logether with Canamens,
signed an agreement with the
Kozakh parners [none of whom are
related pariies] who together hold

a 37 5% mietest in Ravrunnoe Ol
UP, 1o fachmale the coninued 1eshng
of well 20 ond lulure operalions
The deal, in the form of o sale

and purchase agreement, sets out
the terms of assignment of interest
[subject to Siate approval) should the
Kazakh parners not be n a pesiien
10 fund therr share of the work
pregromme in the fUiUJ’e

The funding received from the
Ravninnoe torm-out 1o Canamens
enabled the Company to proceed
with the drling of Well 20, dunng
November and December 2009,
which was then perforated over

a cumulative 18 metre interval of
Middle Carbeniferaus dolomites and
hmestones on 26 March 2010 The
well flowed at mihal rates of 240
barrels of oll per doy on @ 4mm
choke and has confrmed o 30 mele
dry ol column I 1s planned to put
the well on long term production test
while prepanng aad simulation of
the well o enhance productviry




Chief Executive’s Statement

Whilst we continue to believe this
asset has commercial value, the
opporiunities at our other fields
oppeor 1o be more promising i s
therefore likely thot we will seek 1o
lessen our commitments to Rovninnoe
by the inlreductien of addiiong!
farm out pariners: Consequently, the
Directors hove decided to provide
US$4 2 milhan aganst this asset

Munaily
Produchon
Roxi Interest 58 41%

The Ministry of Oil and Gas for
Kazakhstan has granted Munaly
permission fo proceed to o 19 year
producton phase of the Sub Soil
User Centract Munaily 15 currenly
underiaking freld development
plonning end production facility
designs with local nstitutes in order to
comply with the required procedures
1o gain the necessary approvals

for producton tater this year Rox
anticipates that the Munally field will
be capable of preducing between
300 and 400 barels of ail per day,
however, nitial production will start
at 80 barrels of ol per day from
well H1 This will provide valuable
cashfiow to the Rox Group and will
fociliote the further development of
the Munaily hield going forward

Beibars

Exploration
Roxt interest 50%

Roxi holds a 50 per cent interes!
and operaiional control of Bebars
exploration Contract Arec in the
Mangishlak Basin near Akicu
Following the delays caused as a
result of the military iniervention a
force mojeure was negonioted with
the Munustry for Energy and Mineral
Resources Consequently, afl work
programme expenditure has stopped

The sersmic data acquired in 2008
is sl being evalucted 1o assess
potential drlling locahons

Given the pogress made ©n our
other assets we have decided 1o
seek a farm oul pariner o lead
development work on this asset when
the mililary polygon 15 ifted Given
the circumsiances sunounding this the
Drreciors have decided 1o make a full
provision againg! the asset

Social Programmes

Under Kazakh regulations part of

our obligations under varnious work
programmes on the assets in which
we have interest ore paid 1n the

form of contnbutions 1o locat social
programmes In 2009 Rox mode the
following contrbutions to

* Mongistav region social
obhgation fund U$$50 000 ond
Atyrau region social obligation

fund US$$30,000 {Rovmnnoe)

* Kyzylorda region social fund
US8438,000 (Galaz)

* Aiyrau region social obhiganon
fund US3i40,000 {Munaiy}

= Mangisiov region social
obligation fund US$625,000
and Astane Crty Fund
US3$2, 500,000 (BNG)
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We can now look
forward to achieving
production as well as
having SPE reserves
in place on two of our
assets and dnrilling
further wells across
our principal assets by
the end of this year.

These conmmbutions, while
mandolory, help secure the good
standing of the Company with the
local regional authorities and with
centrally based regulators Roxi

15 pleased to have assisted in the
developments of these projects

Environmental

No significant emaronmental 1ssues
hove sulaced ot any of the properties
ocquied lo date Comphiance with
environmental regulatory bodies 1s
being managed from boih the Akiou
ond Almaty offices

Kazakhstan

Kazakhstan continues 1o develop
and 1s constantly improving s legal
framework and tax legislation to
achieve the nght balance between
the need o encourage new
investment into Kazakhsten and
existing companies who operole
business in Kazakhsian and the State
Operaiing in Kazokhsian in such
times of evoluhon can from tme 1o
tme present difficufhes

As o Kazakh based operation, with o
majority of Asian investors we beleve
we are ideally placed io deal with

any 1ssues as they anse and see, in the

medurmrterm, some of the dfficulies
being encountered by other less
ntegrated mternational componies as
an opportunity for growth
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Qutlook

Roxi now 15 well posinoned to
generate reol value from our existing
assels having secured funding

trom the recen: form-outs We can
now look forward 1o achieving
produchon as well as having SPE
teserves 1n place on two of our
assets and diling further wells
across our puncipel assets by the
end of this year

These ore exciing imes for Rox

and i1s shareholders, as we remain
focused on ncreasing shareholder
value in the nearlerm We are
looking fomward to o very achve ond
produciive penod chead of us

David Wilkes

Chief Executive Ofticer
20 Moy 2010

Chief Executive’s Statement
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Chve Carver

Dowd Wilkes

Kuat Oroziman

Duncan McDougoll

Clive Carver
{aged 49)
Nen-Executive Chairman

Chve Carver qualified s a chortered
accountant with Cocpers & lybrand
in tondon in 1986 Since then he
has focused on the cosporate finonce
and corporate broking arena,
including working for Kleinwort
Bensan and Pnee Waterhouse
Corporate Finance

He spent five years ol Seymour
Piesce, where he was a drector and
head of carporate finance, ond six
years at Williams de Broe, where
he was head of corporate finance
and corporate sales At Willioms de
Bioe he led the team iloating and
fund rarsing tor @ numbes of natural
resource companies He 15 head of
corporate finance and a founding
shaieholder al FinnCap, a london
based financial advisor and broker

David Wilkes

(aged 47}
Director and
Chief Executive Officer

David joined the boord of Roxs

on 1 October 2009, from Ermst &
Young where he was o partner in
the Almaty office and was most
recently the parner responsible for
adwvisory services in Kazakhstan and
global partner for ENRC Ple Dowid
has over 25 years commercial
expenence, including eight years as
Manoging Pariner of Enst & Young
Kazakhstan, nine years of practice
in london, 18 months in Mascow
where he acled for TNK-BP as
client service pariner and six yeors
in Portugal

ke managed the niegration of
Ernst & Young and Arthur Andersen
i Kozakhsian, when they merged
in 2002 across the CIS Dunng his
term, the Emnst & Young office grew

from 25 prolessionals to o hrm of
over 400 prolessionals including
14 partners, serving some of the
lecding enterprises 1n Kazakhstan

He has been the chairman of the
Kozokhstan Foreign Investors Council
for the post hiee years, as well os
holding a board posimon with the
Amencan Chamber of Commerce in
Kazakhstan for six years

Kuat Oraziman

(aged 47)
Execuhive Director

Kuat Orazimen has 20 yeors of
business expenence in Kazakhstan
and abroad and nearly 10 years of
al end gos expenence in Kozakhstan
His expenence has included the
operation of mport and export
businesses, the establishment and
operaticn of on miemanenal brewery
in Kazakhstan, and aciing as the
Kazakhston representetive of Phdiips
ond Stork Since 2001 Me Craziman
hos been a drecter of ADA 1P

Mr Oraziman also holds o doclorate
in science and 15 a trained gealogst

Duncan McDougall
{aged 51)
Technical Director

Duncan McDougall has 27

years intemational expenence

of explorcton, appraisal and
development of ailelds m a vanety
of environments He began his career
in the North Sea with Charterhouse
Petioleusm and BP Exploration as

on exploration and developmen:
geologst Belore joning Roxi in 2007
he odvised, trough his frm Saxiord
Lmited, o lage vanety of companies
on the purchese and development of
oll and gas assets in Alnca, Europe,
the Far East and Asia, with majonty in
the former Soviet Union
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Edmund timenck

Hyunsik Jang

Paud Puxon

Edmund Limerick
(aged 47}
Non-Executive Director

Edmund has been involved in Central
Asia and hnancing the ol and gos
busingss for the last 18 years He
was a manages of the Alhma Central
Asia Fund which has iavested in
private equity in the ol sector in many
countnes in the region, and prior 1o
that he spent many years n Deutsche
Bank as a project financier and senior
ol and gas invesiment banker in
Moscow London and Bubal

Pieviously Edmund was a solicior
with Milbank Tweed in Moscow
and Freshhelds and Clfford Chonce
in london His early career was
spent in HM Diplomotic Service
with postings i Pans, Dakar and
Amman He was educated in
Oxlord, london, Moscow and Paris
and speaks Russian

He 15 a non executive dlleCfOr 0;

Chagalo Ltd, Saddieback Miring Lid,

GCRC 1 lid, o Governor of Ardingly
College and o member of the
Associanon of Conservative Peers
He was appointed @ Non Executive

Direcior of Roxi Petioleum Ple on
3 February 2010

Hyunsik Jang
{aged 53}
Chief Operating Officer

Hyunsik Jang 1s o Korean national
who has 26 years expenence in the
upstream ol & gas industry, gained
prncipally wath 1Gl where he worked
in South Eost Asio, the Middle East
ond laln Amenco
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In 2006, he was prometed to Vice
President in charge of the Energy
Dwviston and in 2007 transferred
to Kazakhston as head of LGl's
Central Asio region M Jang was
responsible for LGI's interest in the
ADA and ADA ol properties

Paul Puxon
(aged 60)
Company Secretary

Paul Puxon has 38 years legal
expenence He qualbed as o
barnster in 1672 In 1985, he
became a Solicitor He subsequently
jomned Eversheds

In 1998, Paul set up his own
pracuce i london, concentiaiing on
employment and company wark

In 1992, Poul joined RiverSoft plc
as in house Counsel and Company
Secretary and provided the legal
suppott 1o the IPO on the tondon
Stock Exchonge After the tckeover
of RverSolt ple, he retuned 1o
prvale preclice He 1s o partner in
Puxon Muray LLP based in the City
of london
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Directors’ Report and Business Review

The Directors present their third annual repor on the
operations of the Company and the Group, together with
the audied financial stoterments for the yeor ended

31 December 2009 The Chairman’s statement and the
Chief Executive’s Statement on poges 12 to 19 form par
of the business review for this yeor

Resvlts and dividends

The Consolidated Income Statement 1s set out on page 31
and shows the loss for the year

The Directors do not recommend the payment of a dividend

The posihon and performance of the Group 15 discussed
below and further details are given in the Business Review
on poges 3o 11

Principal activity

The principal activity of the Company and the Graup 1s
to build a diversified portfolio of ol ond gas exploration
ond production assels in Ceniral Asio The Group's focus
15 currently on Kazakhsten as a result of numerous niche
onshore opportunities availoble under the prevailing
contraci regime and the extensive operational experience
ol the management of the Group in the country

Group overview

Cn Admission to AIM in May 2007, the Company rassed
US$78 milhon from institutional investors to pursue o
strategy of bullding o dwersified portiolio of oit and gas
exploration and production assets located in Central Asia
within three to five years At that hme, the Company had
agreements to buy three principal assets, Roavninnoe,
Beihars, and North Karomondybos

Following the ocquisihon of 59% of Eragon Petroleum
Plc which was approved by shereholders on 29 February
2008 the Group had controlling interests in three
oddiionel Contract Areas the BNG Contract Areq, the
Galaz Contrect Area and the Munaily Controct Areo,
which are located in the Kzyl-ordo region and Western
Kozokhstan 1n the Pre-Caspian ond Turgai Basins Each
of these assets 1s at o different stage in its respective
exploration cycle

During 2009 and 2010 three principa! farm-out
agreements have been enfered into selhing down the
Group's interests in the BNG, Ravninnoe and Galoez ossets
to provide funding to allow the Group to meet ds work
programme comritments In respect of its primary assets

Strategy ond future developments

The Group's strategy 1s to build, within two to four years,
a diversihed portfolio of o1l and gas exploration ond
production assets in Central Asia which, in the opinion

of the Directors, have potential for near-term production
and substanhial increases i the stated reserves The
Company’s focus 15 currently on Kozakhston os a result of
numerous niche onshore opportunities ovailoble under the
prevalling contract regime ond the extensive operational
experience of the manegement of the Company in the
country The Company 1s focused on developing our
existing portfolio of assets agoinst the bockdrop of @
stronger financial position and o steadying oil price

The key components of the Group's strategy are
summansed os follows

*  The Group seeks to optimize ifs existing assels by secunng
finance and developing each of the hcenses by achieving
early production and building the infrostructure 1o
maximize shareholder value in the near-term,

*  The Group will buld on the successful partnerships
achieved through the recent farm-cuts on Ravrinnoe,
BNG and Galoz 1o further enhance the international
indusiry expertise across our key assets in Kazokhston,

* In the medium term the Group will identfy new
opportunities for underdeveloped o1l and gos assets
with @ view 10 incorporoting them into the existing
corporate governance structure and by successfully
sourcing new forms of finance and partners to
leverage the experhise that Rox has with developing
such assets within Kozokhstan, ond

* In the longer-term the Group will maximize produchon
and export routes to ensure shoreholder value 1s
progressively increased across ime The Group seeks
to ophmise the volue of 1s sirong management team
which has extensive and diverse experience in the ail
ond gas sector

Current trading and prospects

Since its first edmussion the Company has recewed only
minimal income The Directors ore focused on seeking
early production from the Controct Areas

The Group reporied o loss for the year of
US$34 3 million and had total equity of
US$131 7 million of 31 December 2009

The Directors intend to manage the activities of the
Company in a conservalive manner
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Connnued

Key strengths

The Directors believe that the Company's strengths will
enable i to pursue a strolegy fo become a significant
independent oIl company in Central Asia The Direclors
believe the Company’s key strengths include

* Expenienced team

The Company benehits from an experienced team of

proven ol and gas execuhives who also have in-depth
expenence of operating in Kazckhstan ond exiensive

contacts in the region The Compony intends o
ulilise these contacts through ther (oint venture
poriners to moximise the benelit 1o the Group's
operations and acquisitions

*  Sigruficant neor-term production

The Dwectors believe the Company's existing
reserves can be explotted to achieve further near
term produchion thot will drive early cash flows and
will allow the business to achieve profitability ond the
continued expanston of the Company’s business

»  Signficont possibibly of addihional reserves

In addition 1o exsting reserves, the Directars consider
there 15 a high chance thot the actual recoverable

reserves prove to be significantly higher, thot the Contract
Areos have historically been inadequotely and/or poorly

explored, and that the Controct Areos offer outstanding
development potental

+  Further ccquisibon opportunities

The Directors consider thot the establishment of the
Group, the Erogon acquisiton and the subseguent
form-out agreements demonstrate the copabilives
of the Directors to access and successfully negotiate
in il and gos assets in Kozakhstan at competitive
prices The Directors believe thot there 1s significant
opportunity for the Group to further add 1o s
pertfolio of ol assets in the future

Principal risks and vncertainties

The Compony and the Group 15 subject to vanous risks
relating to political, economic, legal, social, industry,
business and financral conditions The following risk

factors, which are not exhoushive, are parhicularly relevant

to the Company ond the Group’s business achvities

Financing nsks

The Group continually monitors the finanaing
arrangemenis to ensure the continuation of the
operational actvihes Although the Group has secured
adegquate financing of its pnmary projects for 2010 there
15 no guorantee that the Group will be successful in
oblaining the required funding for 2011 and beyond

Exploration nisk

There 15 no assurance that the Group’s explorotion
achvities will be successful Accordingly, the Group
seeks to reduce this risk by reviewing the level of
snvestment made in each project, as well as engoging
qualified personnel to undertake detailed ossessmenis
of the areos under exploration

Envircnmentol and other regulatory requirements

Exishng and possible future envronmental legislahion,
regulohions and actions could couse additional
expense, capital expenditures, restnctions and delays in
the achvities of the Group, the exent of which cannot
be predicied Belore exploraton and produchion can
commence the Group must obloin regulatory opproval
and there ts no ossuronce that such approvals will be
obioined No assuronce con be given that the new
rules ond regulations will not be enacted or exsting
legislations will not be applied n o manner which could
hmit or curtanl the Group’s actmties

Operational nsks

The Group currently operates pnmarily in Kezakhstan
The nature of the Group's investmenis requires the
cammitment of significont funding through its Investment
in and exploration and evaluahon and evaluation
expendiiure in Kozakhstan It 1s the nature of oil and
gos operchons that each projed 1s long-term [t may
ke many years before the exploration and evaluation
expendiiures incurred are proven o be viable and for
progress to reach commercigl production To control
these nsks the Board arranges for the provision of
technical support, directly or through appointed agents
ond also commussions technrcal research ond fecsibilty
studies both prior to entering info these comrmitments
ond subsequently in the life of these projects

There also exisis a nsk that the market perception of the
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relevant market nisk discount rote in the assessment of
assetfs values in Kazakhstan worsens

In addihon, operahonal nsks include equipment fallure,
well blowouts, pollution, fire ond the consequences of

bod weather Where the Group 15 project operator, it tokes

an increased responsibility for ensuring that oll relevant
legislation 15 met
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Financing and treasury

The Group’s cash postion ot 31 December 2009 was
US$4 0 mitlion

The bulk of the Grouvp's cash balances are held in US
Dollor ond Sterhng denominaied accounts

Events after the reporting period

Other thon as disclosed in this ennual repont, including
Note 31 1o the financiol statements, there hove been no
maoteriol events between 31 December 2009 and the date
of this report, which are required to be brought 1o the
atientron of shareholders

Dividend policy

The Directors do not intend to declare or pay a dvidend
in the immediate foreseecble future but, subject to the
availabibty of sufficient distnbutable profits, mtend to
commence the puyment of dwvidends when 1t becomes
commercially prudent 1o do so

Charitable and political donations

During the year the Group made no chontable or political
coniributions

Corporate social responsibility

The Company will implement various social investment
programs throughout the Group The Company 1s
committed to contribute to improving the quality of hie
ond education of the local workforce and communities
The Compony plans 1o wark with iis employees ond locol
residents 10 determine what are the most effective ways to
implement the sociol and community programs

Supplier payment policy

it 15 1n the Company’s policy fo poy suppliers in
accordance with the terms ond condihons agreed with
them The averoge number of doys to pay supphers in the
yeor under review os calculated in the prescribed manner

15 48 doys, {2008 42 days)

Employees

Staff employed by the Group are based prmanly in
Kazakhstan The recrutment and retention of stafl, especialiy
of manogement level, s increasingly important as the Group
continues to build its portfolio of ol and gas assets

As well as providing employees with appropriate
remuneration and other benefits fogether with a safe and
enjoyable working environment, the Board recognises the
importance of communicating with employees to motivote
them and involve them fully in the business For the most
port, this communication tokes place of a locol level but
stoff are kept informed of mojor developments through
e-mail updotes and access to the Compony’s websie

The Company hos taken out {ull indemnity insurance on
behalf of the Directors and ofhicess

Health, safety and environment

It 15 the Group's policy and practice to comply with
health, safety and environmental regulations and the
requirements of the countries n which 1t operates, to
protect its employees, assets ond environment

Key performance indicators (“KPIs™)

The Directors are of the opinion that finding prospective
accumulations of hydrocarbons is the appropriate KPI ot
this stage of the Group's business

The Group, together with ks pariners, are currently
developing o balanced scorecard system which 1t plons
to implement ocross the Group belore the end of 2010
This wll closely align the sirategic objectives of the
organization 1o the key performonce indicotors established
at the entity and funchenol depariment level down to

the indiiduel staff member The Directors consider that
the organization and operations are now developed
suficiently for such a system to improve the overall
operational eficiency ond perdormance ond ot the same
time link to the performonce evalvahon and remuneration
scheme across the Group

Going Concern

The finoncial statemenis hove been prepared on o going
concern basis based upon projected future cash flows
and plonned work progrommes This 1s contingent on the
farm-out orrangemeni with LGl completing  As discussed
n note 31 2 thes transaction 15 only subject to final
negotiatory approvals The Directors are confident that the
necessary approvals will be obtaned and the transochion
will be completed shortly As a result, the Directors
consider it appropnate to adopt the going concern basis

Directors and Directors’ interests

The Directors of the Company who served during the
year were

Director Role

Mr Clive Carver Non-executive Charrman

Mr Rob Schoonbreod  Chiet Executive Officer
{resigned 1 January 2010)
Chief Financial Officer
{opponted 1 October 2009}

then Chief Executive Officer
appented 1 Jonuary 2010)

Mr Dovid Wilkes

Mr Duncon McDougoll Executive Technical Director

Mr Kuat Oraziman Executive Director

Biographical detatls of the current Directors are set out on
pages 20 to 21
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Details of the Directors’ individual remuneration, service
contracis and interests 1n shares and share options

are shown in the Remuneration Commitiee Report on
poges 26 to 28

Financial instruments

Details of the use of inancial instruments by the Company
and s subsidiary undertakings are contained in note 29
of the financal statements

Share options and warrants

The Directors consider thatl an important part of the
Group's remuneration policy shovld include equity
incentives through the grant of share options o Directors
and employees At the IPO in 2007 ophions over
13,456,600 ordinary shares were granted to the Board
and the senior monegement team under the 2007
Unapproved Share Option Scheme and the Company has
tssued worrants over 10,023,112 ordinary shores to WH
Irelond Limited and to other providers of corporate and
advisory services

The Company has also 1ssued worronis during 2009
over 69,430,040 ordinory shares in suppor of its fund
raising achivilies

Options over 7,578,550 ordinary shores were granted
duning 2009 io the Directors and employees under the
2008 Long term Incenhive Plon

Details of the options and warrants gronted in the year
are set out In notes 27 to 28 of the inancial statements

Statement of disclosure
of information to auditors

All of the current Directors have taken all the steps that
they ought to have token to make themseives owore

of any information needed by the Company’s auditors
for the purposes of their oudit and to establish that the
oudiors ore aware of that information The directors are
not oware of any relevont audit information of which the
auditors ore unaware

Auditors

The Compony’s auditars, BDO LLE have indicated
thewr willingness to continue 1n office and @ resolution
congerning thewr reappointiment will be proposed of the
next Annuol General Meeting

Directors’ responsibilities

The Durectors are responsible for keeping proper
occounting records which disclose with reasonable
accuracy ot any ime the financiol posiion of the
Company, for safeguarding of the assets of the Company
for toking reasonable steps for the prevention and
detection of froud ond other regulanties and for the
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preparation of a Directors’ repon which complies with the
requirements of the Componies Act 2006

The Oirectors are responstble for prepanng the annual
report and the finoncial statements In accordance with the
Componies Act 2006 The Directors are olso required 1o
prepare bnancial statements for the Group in accordance
with Internchional Financial Reponing Standards as
odopted by the European Union [IFRSs) and the rules

of the London Stock Exchange for companies frading
secunties on the Alternative Investment Market The
Directors have chosen to prepare financial statements for
the Company in accordance with IFRSs

Internahional Accounting Standord 1 requires that financial
stotements present farly for each financial year the
Company’s financial positions, financial performance
ond cosh flows This requires the farthful representation of
the effects of tronsachions, other events and conditions in
accordence with the definihions and recognihon critera
for assets, lobilities, income and expenses set out in

the International Standards Board's “Framework for the
preparchion and presentation of inoncial statements”

In wirtually oll circumstances, o foir presentation will be
achieved by complionce with all opplicable IFRSs A fair
presentation olso requires the Directors to

* cansistently seleci and apply oppropriote
accounting policies,

« present mformohon, including accounting policies,
a manner that provides relevant, reliable, comparable
and understandable information, and

¢ provide additonal disclosures when compliance with
the specific requirements in IFRSs 5 insufficient to
encoble users to understand the impact of particulor
transections, other events and conditions on the
enhties’ finoncial posiens ond inancial pedormance

Financial stalerents are pubhshed on the Group's website
in accordonce with legislation in the United Kingdom
governing the preparohion and dissemination of financial
statements, which may vary from legislation in other
junsdichons  The maintenance and integrity of the Group's
website 1s the responsibility of the Directors The Directors’
responsibility also extends to the ongoing integnity of the
fingrtyal statements contained herein

y order of

Bdprd
4...4 JWan
Mr Paul Puxon —_—;/__)
Company Secretory
20 Moy 2010
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Remuneration Committee Report

Remuneration Committee

The Remunerahon Committee compnses Clive Corver, David Wilkes, Kuat Oraziman and Edmund Limenick ond 1s

chawred by Clive Carver

Remuneration policy

The Company’s policy 1s to provide remunerchion pockages that will oftract, retan and motivate its executive Directors and
senior management This consists of a basic salory, ancillary benefids and other performance-related remuneration appropriote
to their ndwidual responsibilihes and having regard to the remuneration levels of comperable pasts The Remuneration
Comrnitiee deterrmines the controct term, basic salary, and other remuneration for the members of the boord ond the senior

management feam

Service contracts

Details of the current Direclors’ service contracts are os follows

Date of
service agreement/
appointment letter

Date of
lost renewal
of appointment

Executive
Dovid Wilkes
Kuat Orazeman

Duncan McDougall

Non-Executive
Clive Carver

Edmund Limerick

1 October 2009
1 January 2008
} January 2008

1 Jonuary 2008
1 February 2010

T January 2010
1 Jonuary 2008
} January 2008

1 Jonuary 2008
1 February 2010

Basic salary and benefits

The basic salanes of the Directors who served during the finoncial period are established by reference to their
responsibilies ond indvidual pedormance The amounts receved by the directors are set out below in US$

2009 2009 2009 2008

Solary/fees Benefits Total Total

Chve Carver 141,813 - 141,813 146,248
Rob Schoonbrood 391,206 55,112 446,318 477,119
Bowid Wilkes 105,180 16,699 121,879 -
Dovid Barker 74,073 21,191 95,265 513,626
Duncan McDougall 415,560 51,437 466,997 442,774
Kval Qraziman 399,990 - 399,990 56,551

The highest paid director had emoluments totaling US$466,997 The highest pad director wos granted 2,314,535,
and exercised rul, share options during the yecr For further details on directors emoluments see Notes 6 end 30 5

Bonus schemes

The Company has a bonus scheme for the executive Directors and senior management team No bonus are payable in

respect of the year to 31 December 2009
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Share options

The current interests of the current Directors in the share options ogreements are as follows

Current directors — Current interest Granted Option Price Expiry date
Clive Carver 538,264 12p August 13, 2019
Dawd Wilkes 354,918 12p September 30, 2019
Dawd Wilkes 2,000,000 12p February 14, 2020
Kuat Crozimon 269,132 12p August 13, 2019
Duncan McDougall 807,396 12p August 13, 2019
Edmund Limenck 200,000 12p February 14, 2020
Current directors — Current inferest Granted Qphon price Expiry date
Clive Carver 1,345,660 38p May 21, 2017
David Wilkes 1,162,555 38p September 30, 2019
Kuot Oroziman 672,830 38p May 21, 2017
Duncan McDougall 2,018,490 38p May 21, 2017
Current directors -~ Current interest Granted Ophon Price Expiry date
Clive Carver 1,603,076 65p March 19,2018
Dowd Wilkes 1,462,618 65p September 30, 2019
Kuet Oraziman 801,538 65p March 19, 2018
Duncan McDougall 2,404,615 65p March 19, 2018
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Table for share oplions ssued ot 31 December 2009

Directors Granted Ophon Price Expiry date
Cive Carver 538,264 12p August 13, 2019
Rob Schoonbrood 2,314,535 12p August 13, 2019
David Wilkes 354,918 12p September 30, 2019
Kuat Oraziman 269,132 12p August 13, 2019
Duncan McDougall 807,396 12p August 13, 2019
Directors Gronted Option Price Expiry date
Clive Corver 1,345,660 38p May 21, 2017
Rob Schoonbrood 5,786,338 38p Moy 21, 2017
David Wilkes 1,162,555 38p September 30, 2019
Kuat Oraziman 672,830 38p May 21, 2017
Duncan McDougall 2,018,490 38p May 21, 2017
Directors Granied Option Price Expiry date
Clive Carver 1,603,076 65p March 19,2018
Reb Schoonbrood 6,893,231 65p March 19, 2019
David Witkes 1,462,618 65p September 30, 2019
Kuot Orgziman 801,538 65p March 19, 2018
Duncan McDougol 2,404,615 65p March 19, 2018

On behalf of the Directors of Roxi Petroleum Plc

QM(}W

Clive Carver

Chairman of Remunerchon Committee
20 May 2010
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Report on Corporate Governance

In common with the Boord's commitment 1o apply

best prachice corporate governance procedures and

with reference to the Combined Code on corporote
gavernance the Board has prepored the following report
As an AlM company there 1s no requirement lo comply
with the Combined Code but it has adopted the following
corporate governance procedures which the Directors
beleve demonsirates good corporate governance for the
size of the Group

The Group also intends to comply with the principles

of the Corporate Governonce Guidelines for AlM
Companies published by the Quoted Companies Alliance
in 2007, so far as it 15 practicel for o Company of its size

Board of Directors

The Company has 2 non-executive Directors ond
3 executive Directors os follows

Clwe Corver Non-Executive Charrman

Dovid Wilkes Executive
Kuat Oraziman Execuive
Duncan McDougall Executive

Edmund Limenck Non-Executive

The Board retains full and effective control over the
Company The Compony holds a Board meeting at least
ance per quarter, ot which financial and other reports
are considered and, where appropnate, voted on Apari
from regular meetings, addihonal meetings are arranged
when necessary to review strotegy, planning, operational,
financial performance, nsk and capiiel expenditure and
human resource and environmental management The
Board s also responsible {or momitoring the actvities of
the executive monagement

Board of meetings

The Board met 19 tirmes during the financial peniod with
the following atiendance

2009 2008
Mr C Carver 19 7
Mr R Schoonbrood 19 &
Mr D Wilkes 7 -
Mr K Oraziman 15
Mr B McDougall 17 7
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The Board hos established the following committees

Audit Commitiee

The audit comrmittee, which compnses Clive Carver

and Edmund Limenck with Clive Carver acting as
chairman, determines and examines any matters relating
to the financial offorrs of the Company including the
terms of engogement of the Group’s cuditors and, n
consultation with the auditors, the scope of the audi
The oudit committee receives and reviews reports fram
the management and the external auditers of the Group
relating to the annual and interm omounts and the
occounting and internal control sysiems of the Group In
additien it considers the financicl performance, position
and prospects of the Company and ensure they are
properly monitored and reported on

Remuneration and
Nomination Commitiee

The remuneration commutiee, comprsing Chve Carver,
Dovid Wilkes, Edmund Limerick ond Kuat Oraziman with
Clive Carver aching as choirman, reviews the perdarmance
of the senior management, seis and reviews their
remunerchion and the jerms of ther service contracts and
considers the Group’s bonus and ophon schemes

Rule 21

The Directors complies with Rule 21 of the AlM Rules
relating to Directors’ dealing and tokes all reasonable
steps to ensure complionce by the Company’s applicable
employees The Compony has odopted and operotes

o share decling code for Direciors and employees in
accordonce with the AIM Rules

Internal controls

The Boord acknowledges responsiblity for maintaiming
appropnate internal control systems and procedures to
safeguard the shareholders’ invesiments and the assels,
employees and the business of the Group

The Boord hos esiablished and operates a policy of
continyous review and development of appropriate
hinancial controls together with operating procedures
consistent with the occounting policies of the Group

The Board does not consider it appropriate 1o the current
size of the Group to establish an internal audit funchion
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Independent Auditor’s Report
to the Shareholders of Roxi Petroleum Pl¢

We have gudited the financiol statements of Rox Petroleum Opinion on financial statements
Plc for the year ended 31 December 2009 which comprise
the consohdoted income staternent, the consolidated
stotement of comprehensive income, the consolidated ond
company statement of changes in equity, the consolidated
and company balance sheel, the conschdated and
company cash flow statemert and the refoted notes The loss lor the year then ended,

financial reporting fromework that has been opplied ntherr . .0 group financial siotements have been properly

preparahion s applicable low and International Financial prepared in accordance with IFRSs os odopted by the
Reporting Standards {IFRSs) as adopted by the Europeon European Union,

Union ond, as regards the parent company financial
statements, as apphed in occordonce with the provisions of *  the parent company financia! staternents have been

In our opinian

+ the finonciol slotements giva a true and foir view of
the stote of the grovp’s and the parent company's
offoirs os at 31 December 2009 and of the group’s

the Companies Act 2006 properly prepared in accordance with IFRSs as adopled
by the European Union and os applied in accordance
This report 1s made solely to the company’s members, with the prowvisions of the Compenies Act 2006, and

as a body, in accordance with Chapter 3 of Part 16 of
the Compares Act 2006 Our audit work bas been
underioken so that we might state to the company’s :ccozrgggce with the requirements of the Componies
members those matters we are required to stale 1o them o

in on auditor’s report and for no other purpose To the Opinion on other matters prescribed

fullest exten! permitted by taw, we do not accept or assume .
responsibility to anyone other than the company and the by the Companies Act 2006

compony’s members as o body, for our audit work, for this In our opinion the information given in the directors’ report
repor, or for the opinions we have formed for the financial year for which the financial statements are
prepored s consistent with the financial stotements

+ the financial statements have been prepared in

Respective responsibilities
of directors and auditors

As explained more fully in the statement of Directors’

Matters on which we are required
to report by exception

responsibiliies, the directors are responsible for the We have nothing to report in respect of the following
preparation of the financiol statements and for being matters where the Compantes Act 2006 requires us to
satisfied thot they give a true and fair view Our report to you if, 1n our opimion

responsibility 15 to audit the financial statements 1n
accordance with apphcable low and International * adequate occounting records hove not been kept by the

Standords on Auditing (UK and freland} Those standards pareni company, or refurns adequate for our audit have
require us io comply with the Audihng Proctices Boord's not been recerved from branches not wisiied by us, or
{APB’s} Ethical Standards for Auditors * the parent company financial statements are not 1n

. ogreement with the accounting recards ond returns, or
Scope of the audit of
the financial statements

An audd involves obtaining evidence about the omounts
and disclosyres in the financio! statements sufficient to

give reasonable ossurance that the financial statements explonahions we feqmre for
are free from matenal misstatermeny, whether coused by

froud or error This includes an assessment of whether W
the eccounting policies are oppropriate o the group's Scott Kl'llg  §

and the parent company's circumstonces and have {senior stotutory auditor)

been consistently applied ond cdequately disclosed, Fer and on behalf of BDO LLP statutory auditor
the reasonableness of signsficant accounting estimates London

made by the directors, and the overall presentation of the United Kingdom

financiol statements

¢ ceran disclosures of directors’ remuneration specified
by low are not made, or

we have not recewed all the information and
bur audit

20 May 2010

BDO LLP is a imited ligbility partnersh:p registered in England
and Wales (with registered number OC305127)
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Roxi Petroleum Plc
Consolidated Income Statement

Yeor to Year to

31 December 2009 31 December 2008

MNotes $°000 $'000

Revenue 817 518
Cost of sales {817) {518)
impairment of ungroven oil ond gas ossets 11 (11,882 (67.,412)
Impoirment of investment 1n RS Munai - (1,025)
Loss on disposal of subsidiary 15 {1,057 -
Prowision againsi jont venture recewvable 16 (4.377) -
ADA Acquisition costs - (6,679)
Share-based paymenis 27 {1,045} (3,102)
Other administrelive expenses {13,564) {15,281)
Administralive expenses (31,719) (93,499)
Cperoting loss 4 {31,719} (93,499}
Finance cost 7 (5,889) (1,870)
Finance income 8 4,157 1,297
Loss before toxation {33,451) {94,072}
Toxation g (894) 50,132
Loss after taxation (34,345) (43,940}
Loss atinbutable 1o minardy interests (10,275) (12,082}
Loss aftributable 1o eguity shareholders (24,070) (37,858}
(34,345) (43,9240)

Besic ond diluted loss per ordinary share {US cents) 10 62 25

All of the resulls of the Group dunng the year relate to conlinuing activities

No intenm or final dividend hos been paid or proposed during the year

The notes on pages 37 to 72 form part of these financial stotements

Roxi Petroleurn plc > Annual Report and Accounts 2009




32

Roxi Petroleum Plc

Consolidated Statement of Comprehensive Income

Year ended Year ended

31 December 31December

2009 2008

$'000 $°000

Loss ofter taxahon (34,345) {43,940}

Other comprehensive income

Exchange difierences on tronslating foreign operahons {41,541} 3,112

Other comprehensive {loss)/income for the year before and after toxation {41,541) 3,112

Total comprehensive loss for the yeor {75,886} (4C,828)
Totol comprehensive inceme attributable to

QOwners of porent (46,064) (30,292)

Minordy interest (29,822) (10,536)

The notes on pages 37 to 72 form part of these financiol statements
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Roxi Petroleum Plc
Consolidated Statement of Changes in Equity

Shores  Cumulotve Cagprtol
Shore Shore  Dofermed ie bs tronslabon Other contnbution  Retained Munordy Total
caprtal  premiym shares ssuod Tesarve  roIerves reserve  eqrungs Total interpsts oquity
$'000 $'000 3000 5000 $ 000 $'000 3000 3$'000 $'000 $000 $ 000
Tota! equity os ot
1 lanuary 2008 33707 52, - - 1334 2,378 - (7261) 82,869 35,551 118,420
Tolal comprehensive
income for the year - - - - 1 568 - - [31,B38] {30292y (10536} (40828}
Ansing on ocquisiion
of Eragen 30,145 33100 - 20175 - - - - 83420 45424 128,844
Ansing on share itues 657 98 - - - - - - 795 - 95
Ansing on employes
share ophons - - - - - - - 3,102 3,102 - 3102
Total equity as a1
31 Dacember 2008 64 549 85 Q09 - 20175 2,900 2,378 - (36,017 139 B94 70439 210333
Cumvulative Caopual
Share Share Deferred Shoresto tronslation Qthar conmbuton Retained Minarity Total
copitol  promium shaores be issued reserve  roserves reserve  8OrMINGS Totol  interests squuity
$ 000 §'000 $'000 $'000 $°000 $ 000 3000 $'000 3000 5 000 $ 000
Total equity as of
1 Janvory 2009 64,549 85,909 - 20175 2 200 2,378 - {36017) 137894 70439 210333
Total comprehensive
income for the year - - - - {21 994) - - (24 070) 146,064} (29,822) (75,B88)
Anying on shore issues 7,925 18 655 - (20175} - - - - 4 405 - 6,405
Share ssue cost - 259} - - - - - - {259} - {259}
Ansing on lgan from
shareholdar - - - - - - 1,476 - 1474 - 1476
Reallocotion - - - - - - (1211 - {1211) 2 -
Ansing on exercise
of warrants - - - - - - - 74% 749 - 749
Ansing on employee
shure ophions - - - - - - - 1,045 1045 - 1045
Ansing on share spht 44,702) - 64 702 - - - - - - . .
Disposcl of subsidiary - - - - - - - - - (121285 {12125)
Totsl equity os at
31 December 2009 T772 104,305 654,702 - {19 094) 2378 265 {58,293) 102035 29703 131733

Reserve

Share capital
Share premium
Deferred shares

Shares to be 1ssued
Cumulative translation reserve

Other reserves

Capitol contnbution reserve

Retoined eormings

Minanty inlerests

Description and purpose

The neminal value of shares 1ssued

Amount subscribed for share capital in excess of nominal value
The nominal value of deferred shares 1ssued

Amount subscribed for unissued shore capital

Fair valve of warrants 1ssued

tosses onsing on refranslaiing the net asselts of overseas operations into US Dollars

Caprtal contnbution ansing on discounted loons end effect of ssue costs of debs

in subsidiary
Cumulahive losses recognised in the consolidated income stoternent

The interest of non-conirolling interests in the net assets of the subsidiaries

* Reallocation - reollocation anses as a result of the Company assuming certoin costs on behall of the minonty interests

The notes on pages 37 to 72 form part of these financial statements
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Roxi Petroleum Plc
Parent Company Statement of Changes in Equity

Cumulative Capital

Shore Share  Deferred Shores to translation Qther  contnbution  Retoined

copital  premwum shares  be ssued reserve resarves reserve  oOrnings Totel

$'000 $°'000 $ 000 $ 000 $ 000 3 000 § OO0 3 000 $ 000
Total eGuity os ot | Jenuary 2008 33,707 52711 - - - 2,374 - {4478} 84 318
Toto! comprehensive
income for the year - - - - - - - (46,599) (46,59%)
Ansing on acquisihion of Erggon 30145 33,100 - 200175 - - - - 83 220
Ansing on share issues 697 ] - - - - - - 795
Anzing on employee share options - - - - - - - 3102 3,102
Total equity o3 ai
31 December 2008 64 549 85909 - 20,175 - 2378 - (47 975} 125034

Cumulotive Copital

Share Shora  Deferred  Shores to tronslotion Other  contnbution  Retoinad

copital  premium shores  be issued resarve reserves reserve  earnings Total

$ 000 $'000 3000 $'000 $'000 $'000 $'000 $ 000 $°000
Total equity os ot 1 January 2009 64,549 85,909 - 20175 - 2378 - (47 975) 125 036
Totel comprehensive income
tor the yeor - - - - - - - (17,393) {17 393
Apsing on shore 1ssues 7925 18,655 - 120,175} - - - - 6,405
Share 1ssus cost - 259 - - - - - - 1259)
Arising an loan from shoreholder - - - - - - 1476 - 1474
Anng on exercise of warrents - - - - - - - 749 749
Anzing on employee shars aphans - - - - - - - F Q045 1 045
Anming on shore split {84,702) - &4 702 - - - - - -
Total eguity os at
31 Docomber 2009 7,772 104,305 64,702 - - 2,378 1476 (63574) 117059

Y

Reserve Description and purpose
Share capital The nominal value of shares 1ssued
Share premium Amount subscribed for share capital in excess of norminal value
Deterred shares The nominal value of deferred shares 1ssued
Shares io be 1ssued Amount subscribed for unissued share capital
Cumulahve tronslation reserve  Losses onising on retranslating the net assets of averseas operatiens inte US Dollors
OCther reserves Foir value of warrants issued
Capital contribution reserve Caopitol contribution ansing on discounted loans
Retoined eornings Cumulative tosses recognised in the income statement

The notes en pages 37 to 72 {orm part of these financiol statements
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Roxi Petroleum Plc

Consolidated and Parent Company Balance Sheets

Group Company Group Compony
2009 2009 2008 2008
Company Number 5966431 Notes $'000 $'000 $'000 $'000
Assets
Non-current assets
Unproven oil and gas ossels 11 187,608 - 273,034 -
Propenty, plant and equipment 12 824 48 1,530 62
Investments in subsidianes 13 - 102,522 - 103,323
Other recewables 8 21,936 29,651 2,246 27,876
Resiricied use cosh 414 - 66 -
Jotal non-current ossets 210,854 132,221 276,876 133,261
Current assets
Available for sale finoncicl assets 28, 29 1,106 1,106 - -
Inventones 17 639 - 507 -
Other recevables 18 4,421 65 11,395 295
Cash and cash equivalents 19 3,950 983 411 152
Tetol current assets 10,116 2,154 12,313 447
Total assets 220,970 134, 375 289,189 131,708
Equity and liabilihies
Caopital and reserves attnbutable
to equity holders of the parent
Share capital 20 7,772 7,772 64,549 64,549
Share premium 104,305 104,305 85,209 85,909
Deferred shores 20 64,702 64,702 - -
Shares to be 1ssved - - 20,175 20,175
Other reserves 2,378 2,378 2,378 2,378
Capital contnbution reserve 265 1,476 - -
Retaned earnings (58,293) (63,574) (36,017) (47,975)
Cumulative franslation reserve {19,094) - 2,900 -
102,035 117,059 139,894 125,036
Minornity inferests 29,703 - 70,439 -
Total equity 131,738 117,059 210,333 125,036
Current labilihes
Trade ond other poyobles 21 13,737 6,669 17,837 1,672
Purchase constderation receved n odvance 22 19,221 - - -
Short-term borrowings 23 22,267 8,434 17,889 5,000
Wareant hability 28, 29 1,630 1,630 - -
Current income tox 1,006 - - -
Curreni provisions 24 4,910 583 5,648 —
Total current habilihies 62,771 17,316 43,374 6,672
Non-current iabihties
Borrowings 25 1,637 — 3,900 -
Deferred tax habilites 26 20,010 - 30,513 -
Non-current provisions 24 3,518 - 3,069 -
Other payobles 1,296 - - -
Total non-current habibihes 26,461 - 37,482 -
Total liobilihes 89,232 17.316 78,856 6,672
Total equity and ligbihties 220,970 134,375 289,189 131,708

These hinancial stotements were approved and authorised for 1ssue by the board of Directors on 20 May 2010 and were

signed on its behalf b
C—‘A‘{f\l. éw

Clive Carver
Choirman of the Board

David Wilkes
Chief Executive Officer

The notes on pages 37 to 72 form part of these financiol statements
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Roxi Petroleum Plc

Consolidated and Parent Company

Cashflow Statements

Year to Year to
31 December 2009 31 December 2008

Group Company  Group Compony
Notes $'000 $'000 $'000 $'000

Cash flows from operating activihies
Cash recewved from customers
Payments made to suppliers for goods and services

Interest recerved

817 - 1,377 -
(8,034} (3,424) (8,567) (3,951)
- - 212 212

(7.217)  (3,424) (6,978)  {3,739)

Cash flows from investing activities
Purchase of plant, properly and equipment
Addihons ta unproven oil and gos ossets
Transfers to restricted use cash

Acquistion of subsidianes, net of cash acquired
Disposal of substdiary

Purchase considerchion received in advance
Acquisihen of |oint venture

Option fees, deposits and prepayment of acquisiion costs

12 (24) - (897) 2
1 (18,294) - {21,874) -
. (348) - - -
14 - - (2,561)  (3,423)
15 4,956 - -
22 19,221 5,000 - -
16 900 - - -

- - (32000 {3,200

Net cosh flow from investing activities

6,411 5,000 (28,532)  (6,625)

Cash flows from finoncing activities

Net praceeds from ssue of ardinary share capital, net of 6,079 6,079 795 795
expenses relating to 1ssue of shares

Repayment of borrowings {450) (450} (1,250) -
New loans 5,000 5,000 6,250 5,000
Loans from subsidianies - 410 - _
Loans to jomt venture from pariners 613 - - -
Issue of loans to |oint venture (6,860) - - -
Repayment of financial aid and loans by subsidiories - 1,185 - -
Issue of financial oid and loans to subsidianes - {12,983 - (23,508)
Net cash from financing activities 4,382 (759) 5,795  (17,713)
Net increase in cash and cash equivalents 3,576 817 (29.715) (28,077)
Effects of exchenge rates (37) 14 (18) -
Cash end cosh equivalents at beginning of penod 411 152 30,144 28,229
Cash and cosh equivalenis ot end of perod 3,950 983 411 152

There were no significant non-cash transachions during the year

The notes on poges 37 to 72 form part of these financial statements
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Notes to the Financial Statements

General

Roxi Petroleum Plc (*the Company®} 1s a public company incorporated and demiciled in England ond Woles The
cddress of its registered office 15 68 Lombard Street, London, EC3V 9L) These conschdated financial statements were
authorised for 1ssue by the Board of Directors on 20 May 2010

The principle octivities of the Group are explorahion and preduction of erude oil

1

11

12

Principal accounting policies

The principal accounting policies applied in the preporation of these consclidated financio! statements are set
out below

Basis of preparation

The finoncial statements have been prepared in occordance with Internahional Financiol Reporing Stondards
{*IFRS™) as adopted by the European Union, and with those parts of the Companies Act 2006 applhicable to
companies reporting under IFRS

The financial statements have been prepared on a going cancern basis based upon projected future cashflows
and plonned work programmes This i1s conbingent on the farm-out arrangement with LGl completing As
discussed in note 31 2 this transachon is only subject to final regulatory approvals The Directors are confident
that the necessary approvals will be oblained end the transaction will be completed shorily As o result the
Directors consider it appropriate to adopt the going concern basis

The Company has tcken advaniege of section 408 of the Companies Act 2006 ond has not included its own income
statement in these financiol statements The Group loss for the year included a Joss on ordinary activities ofter tox of
US$17,393,000 in respect of the Company which 18 dealt with in the inanciol statements of the parent company

The preparation of financial statements in conformity with IFRS requires management to make judgements,
eshmates and assumphons that affect the applicahion of policies and reported amounts in the financial statements
The areas invalving o higher degree of jJudgement or complexity, or areas where assumptions or estimaotes ore
significant 1o the financial stotements ore disclosed in note 2

Accounting standards 1ssued but not adopted

The IFRS finaneial information has been drawn up on the basis of sccounting policies consistent with those
applied in the financial statementis for the year 1o 31 December 2008 The following standards, interpretohions
and amendments to existing standards hove been adopted for the first time 1n 2009

International Accounting Stondoards (IAS/IFRS) Effective date

= IFRS 7 - Amendment - improving disclosures about financial 1 January 2009
instruments

* IAS 1 [revised) — Amendment — Presentation of financial statements 1 Janvary 2009
o revised presentation

+«|FRS 8 - Operafing segments 1 January 2009

« [AS 23 - Amendment — Borrowing costs 1 danvary 2009

« [FRS 2 - Amendment - Shore-based payment vestng conditions 1 January 2009
and cencellations

* J1AS32 & 1AS] — Amendment - Puticble financial instrument and 1 January 2009
abligotions ansing on hquidation

* Improvements to - Amendments to various standards ssued 22 May 2008 1 Jonuary 2009

IFRSs (2009)
International Financial Reporting Interpretotions {IFRIC) Effective date
* IFRIC 15 - Agreements for the Construction of Real Estate 1 Jonvary 2009

The adophion of these standards, interpretahons and amendments did not offect the Group results of operations
or financiol positions The presentation of these finoncial statements incorporates changes anising from adophion
of these standards, interpretahons and amendments

Roxi Petroleum ple > Annual Report and Accounts 2009
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Notes to the Financial Statements

Continved

12 Accounting standards issued but not adopted continued

13

The 1ASB and IFRIC hove issued the following standards and interpretations which are effective for reporting
perods beginning ater the dote of these financral stotements, and which the Group 1s not ecrly adophing

International Accounting Standords {IAS/IFRS) Effective dote
+ |AS 27 - Amendment - Consolidated ond separate financial 1 July 2009
staternents
* IFRS 3 — Revised — Business combinghons 1 July 2009
* |AS 39 — Amendment - financial Instruments recognition and 1 July 2009
megasuremeant
ehgible hedged ltems
* 1AS 39 ond IFRIC 9 — Amendment - Embedded dervotives 30 June 2009
* Improvements to - Amendments fo vanous standards lssued 16 April 2009 1 Jonuary 2010
IFRSs (2010Q)
» [FRS 2 — Amendment ~ Group cash-settled share based payment 1 Jonuary 2010
transactions
«iFRS 1~ - Amendment - Addihonol exemptions for firs=hme odopters 1 Jonuary 2010
= AS 32 - Armendment - Classificotion of Rights Issues 1 February 2010
* IAS 24 (revised)® - Rewsed defintion of related party 1 Jenuory 2011
* JAS 19 and — Amendmenis - Limit of a defined benefit asset, minimum
IFRIC 14~ funding 1 January 2011 requirements and
their interachion
« [FRS 9* - New standord replacing 1AS 39 I Januory 2013
International Financial Reporting Interpretations (IFRIC} Effective date
« IFRIC 17 - Distributions of non-cash assets to owners 1 July 2009
* IFRIC 18 - Transfers of assets from customers 1 July 2009
= IFRIC 19~ - Extinguishing Financial Liobilities with Equsty Instruments 1 July 2010

* These have not been endorsed by the EU

The Group s evaluating the impact of the above pronouncements but they are not expecied to be maienal to the
Group's earnings or 1o shareholders’ funds

Basis of consohdation

Subsidiory underigkings are entihies thot are directly or indirectly controlled by the Group Control exists where
the Group has the power to govern the financial and operahing policies of the entity so os to obtain benefits from
its achviies  The consolidated hinancial statements present the results of the company and its subsidianies {“the
Group™) os if they formed o single entity Intercompany tronsactions and balances between group companies are
therelore eliminated n full

The purchose method of accounting 15 used to account for the ocquisition of subsidiary underiakings by the
Group The cos! of an acquisition 1s measured as the far value of the assets given, equity nstruments issued
and labilites incurred or assumed ot the dote of exchange, plus costs directly attributable 1o the acquisition
Identhable assets acquired and habilihes and contingent lrabilties assumed in o business combingtion are
measured minially ot their foir values ot the acquisiion dote, irrespective of the extent of any mmnornity interest
The excess of the cost of ocquisition over the fair value of the Group's share of the 1dentfioble net assets
ocquired 1s recorded as goodwill

During the year the Group disposed of a 20% interest in Rovrinnoe Ol LLP reducing sts interest from 50% to 30%
Up unhl the date of disposal Ravrinnoe Ol LLP has been treated os o subsidiary end fully consolidoted From the
date of disposal Rovninnoe Oil LLP has been ireated as o jointly controlted enhity and proportionally consohdoted

Roxi Petroleum plc > Annual Repont and Accounts 2009




Notes to the Financial Statements

Conhnued

13

14

15

Bosis of consolrdation continued

Where the Group holds interests in @ number of
jointly controlled entihes, it accounts for its interests
using proporionate consolidotton The share of each
of the jointly controlled entity’s ossets, hobilities,
income and expenses are combined on a line-by-line
basis with those of the Group The results of joint
ventures are included from the effective dotes of
acquisthon and up to the effective dates of disposal

Profits ond losses arising en transechons between
the Group ond jomntly controlled entities are
recogmised only fo the extent of unreloted iInvesiors’
interests in the entity The investor’s share in the
intly controlled entity’s profits and losses resulting
from these transachions 1s elrminated ogoinst the
asset or hobility of the jointly controlled entity
ansing on the transachon

The Group includes the ossets it controls, its shaore
of any income and the habifihes and expenses of
jointly controlled operations and jontly controlled
ossets in accordance with the terms of the
underlying contractual arrangement

Operating Loss

Operating loss 15 stated ofter crediting oll
operating income ond charging oll operating
expenses, but before crediting or charging the
financial iIncome or expenses

Foreign currency transtaton
1 5 1 Functional ond presentafional currencres

tems ineluded in the financial statements of each of
the Group's entites ore measured using the currency
of the prmaory economic environment in which

the entity operates {“the functionat currency”) The
consohidoted financial statements are presented in US
Dollars {*USD"}, which 1s the Group's presentotionol
currency, unless otherwise stated RS Munai LLE
Beibars Munai LLP Munaily Kazokhston LLR Galaz
and Company LLE and BNG Ud LLP Rox Peiroleum
Services LLP and Roxi Petroleum Kazakhstan LLP
subsichary undertakings of the group ond Ravninnoe
Qil LLP being jointly controlled entity, undertake ther
actwhies in Kazokhstan and the Kozakh Tenge 15 the
functional currency of these entiies The funchonal
currency for the Company, RS Munai BY, Beibars BY,
Rovaunnoe BV, Galoz Energy BY ond BNG Energy BY
15 USD as the significant transactions and asseis of
these compenies are in USD

I 5 2 Transactions and balances in foreign currencies

In preporing the financial statements of the
wdividual entities, transachons in currencies other
than the entity’s funchonal currency (*foreign
currencies”) are recorded ot the rotes of exchonge
prevailing af the dotes of the transoctions At eoch
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bolance sheet date, monetery items deneminated
mn forengn currencies are relranslated ot the rates
prevailing at the balance sheet date Non monetary
items carned af fair valve that are denominoted
in foreign currencies are retronslated at the rates
prevaihng at the dote when the farr value was
determined Non-monetary items, including the
parent’s share capital, thot ore measured 1n terms
of histoncal cost 1n o foreign currency are not
retronslated Exchenge differences are recognised
in profit or loss in the period in which they anse

} 5 3 Conschdation

For the purpose of consalidohon all assets and
labilites of Group entities with a foreign functional
currency are franslated af the rate prevailing at

the balance sheet date The income statement 1s
tronsioted of the exchange rates approxmating to
those ruling when jranscchion took place Exchange
difference snsing on retransloting the opening net
assets from the opening rate and results of operotions
from the average rate are recogmised directly in equity
{the “cumulative translation reserve®)

Current tax

Current tax 1s bosed on toxable profit for the yeor
Toxable profi differs from prefit as reported in the
income statement because i excludes tems of income
or expense that are jaxable or deduchible in other years
and # further excludes ttems that are never taxable

or deductible The Group’s lability for current tax 1
calculated using tox rates that hove been enacted or
substonhvely enacted by the bolance sheet date

Deferred tax

Deferred tax s provided on temporary differences
between the carrying amounis of assets and
lioblites for finoncial reporting purposes ond the
emounts used for laxahon purpases The following
temporary differences are not provided for the
wutal recognition of assets or lrabilities that affect
neither accounting nor foxable profit other than in

a business combination, ond differences reloting to
nvestments in subsidianes to the extent that they will
probably not reverse 1n the foreseeoble future

The amouni of deferred tox provided 15 based on
the expected manner of rechsation or settlement of
the carrying omount of ossets and liabilities, using
tax rates enacted or substantively enacted at the
bolance sheet date

Deferred tox hobilines are generally recogmised
for oll toxoble temporary diferences Deferred
tax assets and current tox losses have not been
recognised since it 15 unceriain that taxable
profits will be avarlable agoinst which deductible
temporary differences con be utrlised
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Conhinved

1 8 Unproven oll and gas assets

The Group appltes the full cost methed of
accounting for exploration ond unproven asset
costs, having regard to the requirements of

IFRS & 'Exploration for and Evoluation of Mineral
Resources’ Under the fult cost method of
acceunting, costs of exploring for and evoluating
oil and gos properties ore accumuloled and
capuitalised by reference to appropriate cost pools
Such cost pools are based on hcense oreas The
Group currently has five cost pools

Explorotion and evaluation costs are nihally
capitahsed within ‘Intongible essets’ Such
exploration and evalvation costs may include

costs of licence acquismon, technical services and
studies, seismic acquisihon, exploration driling ond
teshing, but do not include costs incurred prior to
having obtained the legal nghts to explore an areo,
which are expensed directly to the iIncome statement
as they ore incurred

Tongible ossets ocquired for use In explorahon
ond evoluation activities are classified as property,
ploni ond equipment However, 1o the exient that
such o tangible osset 1s consumed in developing
on intongtble exploration and evoluction asset, the
omount reflecting that consumption 1s recorded as
par of the cos! of the intangible asset

The amounts included within unproven all and gas
ossets include the fair value thot was paid for the
ocquisition of parinerships holding subsoll use in
Kozokhstan These licences hove been capitalised
to the Group's full cost pools in respect of each
license orea

Exploration and unproven intangible ossets related
to each exploration licence/prospect are nol
omorhised but are carned forward untl the existence
{or otherwise) of commercial reserves has been
determined

Exploration and unproven intangible assets are
reviewed for impairments if evenis or changes in
crcumstances indicate that the carrying amount
may not be recoverable and as at the balance sheet
date Intangible expleration and evalvaton assets
that relate 1o exploraton and evaluation achvities
thot ore not yet determined to hove resuited in

the discovery of the commercial reserve remain
capitahsed as intangible exploration and evaluation
ossets at cost less accumuloted amortisation,
subject to meeting o pool-wide impairment test os
set out below
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Notes to the Financial Statements

Such indicotors include the point ot which a
determinotion 1s made as to whether or not
Commerciol reserves exist Where the exploration
and evalugtion ossets concerned fall within

the scope of on established full cost pool, the
exploration and evaluation assets are tested for
impoirment together with all development and
production assels associcied with that cost peol,
as a single cosh generahng unit The aggregate
corrying volue 1s compared sgainst the expected
recoverable amount of the pool, generally by
reference to the present value of the future net cash
flows expected to be denved from preduction of the
commercial reserves Where the exploration and
evoluahon ossets to be tested fall outside the scope
of ony established cost pool, there will generally
be no commerciol reserves and the exploration
and evaluchon assets concerned will generally be
wnitten off in full Any impairment loss 1s recognised
in the income stetement os an imparrment and
separately disclosed

If commercial reserves have been discovered,

the related explorotion and evaluation ossets are
assessed for impoirment on a cost pool basis as set
out below and any impairment loss s recogrised
in the income stotemen: The carrying value, after
any impairment loss, of the relevant exploration
ond evaluation assets is then reclassified as
development and produchion assets within property,
plont and equipment Development and produchon
assets are omorhsed on o unit of produchon basis
over the life of the commercial reserves of the pool
to which they relote

Abandonment

Provision s made for the present value of the
future cost of the decommussioning of o1l wells
ond reloted facilihes This proviston 1s recognised
when the asset 15 installed The estimated costs,
based on engmneering cost levels prevailing at the
bolonce sheet date, are computed on the basis
of the latest assumphons as to the scope ond
method of decommissiening The corresponding
amount 15 copiialised as a part of tangible fixed
ossets and 1s amertised on a unit-of-produchion
bosis as part of the depreciation, depletion ond
omorhsation charge Any odjustment ansing

from the reassessment of estmated cost of
decomrussioming 1s capitahsed, whist the chorge
arising from the unwinding of the discount applied
to the decommissioning provisian Is treated os a
component of the interest charge

Rox Petroleum plc > Annual Reperi and Accounts 2009




Notes to the Financial Statements

Coninued

1 10 Restricted use cash

Restricied use cash 1s the amount set aside

by the Group for the purpose of creating an
abandonment fund 1o cover the future cost of the
decormmissioning of ol and gas wells and reloted
facilities and in eccordance with local legal rulings

Under S5UC contract the Compony must place

1% of the vafue of exploration costs in o depost
account At the end of the contract this cash will be
vsed o return the field to the condition that 1t was in
before explorotion started

1 11 Property, plant and equipment

All property, plont and equipment assets are slated
at cost or far vatue on acquisiton less deprecichon
Depreciotion 1s provided on a straight line bass,

of rates colculated to wnite off the cost less the
eshmated residual value of eoch osset over ifs
expected useful economic life The residual value
15 the estimated amount that would currently be
obtained from disposal of the asset 1f the asset were
olready of the age and in the condiion expected at
the end of its yseful Iife Expecied useful economic
Iife and ressdual volues are reviewed annually

The annucl rates of depreciation for class of
property, plani and equipment 15 as follows

- motor vehicles  over 7 years
— buildings over 10 years
— other other 2 4 years

The Group assesses at each bolonce sheet dote
whether there 15 any ndication that any of its property,
plant and equipment has been imparred  such an
inchicahion exists, the asset’s recoverable omount 1s
estimated and compared to ifs carrying value

1 12 Investments ([Company)

Non-current asset invesiments in subsidiary and
ossociote underickings are shown ot cost less
allowance for impasrment The cost of acquisiion
includes directly atinbutable professioncl fees and
other expenses incurred 1in connection with the
acquisihon

1 13 Finoncial instruments

The Group classifies financial instruments, or

their component perts on mihicl recognition, as

a hinancial asset, a financial hability or an equity
instrument 1n accordance with the substance of the
contractuol ogreement
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The Group's financial ossels consist of cash
avadable for sole financiol assets and other
receivables Cash and cosh equivolents are defined
as shorl-term cash deposits which comprise cash on
depesit available by giving notice of no more than
3 months OCther receivables are snitially measured
ai forr value and subsequently ot omorhised cost

The Group's financia! habiliies ore non-inferest
beonng trade ond other poyables, other interest
bearng borrowings and warrants Non-interest
beanng trade ond other poyables ond other interest
beonng bomrowings are stated mhally ot farr volue and
subsequently ot omorised cost Worrants are recognised
on a farr value through the profit or loss basis

There are long term loans between Group entihes
and from reloted parties which bear interest of o

rate lower than thot which the directors consider the
Group would bear if the laclity had been granted

by o third party Such borrowings are recognised
intially at foir vatue, net of tronsoction costs incurred,
and are subsequently stated of amorhised cost Any
diflerence between the proceeds {net of transoction
costs) and the redempfion volue 15 recogrised in the
income statement over the period of the borrowings
using the eHective interest method Fair value 15
celeuloted by discounting the non-current borrowings
ond recewvables using o market rate of interest

Financial instruments are recogmised on the bolance
sheet of fair value when the group becomes o party
to the coniractual provisions of the instrument

1 14 Inventories

Inventonies ere iniholly recognised at cost, and
subsequently at the lower of cost ond net reclisable
volue Costs compnses all costs of purchase and
other costs incurred in bringing the inventonies to
their present locotion and conditton

1 15 Other provisions

A provision is recognised in the balonce sheet when the
Group has a present tegal or construchive obligation

os a result of a past event, ond 1t 15 probable that an
autflow of economic benefits will be required 1o settle
the obhgahon If the effect s motenal, provisions are
determined by discounhing the expected future cash
flows af o pre-tax rate thot reflects current market
assessments of the time value of money ond, where
appropniate, the nsks specific to the habilty

1 16 Share capital

Ordinary and deferred shares are clossified os
equity Incremental costs diectly attnbutable to the
issue of new shares or ophons are shown in equily
os o deduchon from the proceeds
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1 17 Share-based payments

The Group has used shares and share options as
considerahon for goods and services recerved from
supplers and employees

Equity-settled share-based payments to employees
and others prowding similar services ore measured
al fair volue at the date of grant The foir value
determined at the grant date of such an equity settted
shere-bosed instrument 1s expensed on a straight-line
basis over the vesting penod, based on the Group's
estimate of the shares that will eventually vest

Equity-settled share-based payment transactions
with other porties are measured at the o value of
the goods or services receved, except where the
fair value connot be estimated reliably or excess fair
value of the idennfiable goods or services received,
in which case they are measured ot the farr value
of the equity insiruments granted, meosured

af the date the entity obtains the goods or the
counterparty renders the service The farr value
determined ot the grant dote of such on equiy-
seliled share-based instrument i1s expensed since
the shares vest mmediately Where the services are
related to the 1ssue of shares for cash the fair value
of these services are offset ogainst share premium

Fair volue 1s measured ysing the Black-Scholes
model The expected life used in the model has
been adjusted bosed on management’s best
eshmate, for the effects of non-transterability,
exercise restnchions and behavioural considerations

1 18 Warrants

The warronis ore separated from the host conlract
as their nsks and charactenstics are not closely
related to those of the host contracts Due to the
exercise price of the worrants being in a different
currency to a funchonal currency of the Company,
at each reporting daote the worronts are volued at
foir value with changes of farr value recognised in
profit and loss os they arise The warrants and host
controcts are presented under seporate heading on
the balance sheet, the fair volue of the warrants are
calevloted wsing Block-Scholes model

1 19 GEM facihty

The GEM facility 15 classified os an available for sale
osset The asset recognised relates to future econormic
benefis of the Group being able to obtain funding via
share 1ssue to GEM Global Yield Fund Lmied ot a 10
per cent discount of the market price for the last 15
trading days This assei has been inmally recognized
at fair value and ot each reporting dote the available
for sale asset 1s farr valued with changes of farr value
recogrused in profit or loss os they anse

Notes to the Financial Statements

1 20 Revenue

Revenue 1s measured ot the farr value of the
consideration receved or recevable ond represents
amounts recervable for ol ond gos products provided
in the normal course of busness, net of discounts, VAT
and other soles refated toxes to third party cusiomers
Revenues are recognised when the nsks ond rewards of
ownership together with eflective control are transferred
to the customer and the amount of the revenue and
associated costs incurred in respect of the relevant
transaction con be reliobly measured Revenue 1s not
recogrused unless it 1s probable that the economic
benefits associoted with the sales transaction will flow
to the Group Revenues from fest production are
credited 1o the unproven oil and gas assets

1 21 Cost of sales

During test produchon cost of sales cannot be
reliobly eshmated and therefore o cost of sales
equal to revenue is recognised

1 22 Segmental reporting

Operating segmenis are reported v a manner
consistent with the internal reporting provided to the
chief operating decision maker The chief operating
decision moker, who 1s responsible for ollocating
resources and assessing performonce of the operating
segments and moking strategic decisions, hos been
identified as the Boord of Directors On this basis the
Group has one segment, oil exploration in Kazakhstan

1 23 Interest recevable

Interest income 15 recognised using the effective
interest rate method

1 24 Accounts not presented in sterling

21

For reference the year end exchonge rate from US$
to sterling was 0 619 and the overage rate during the
year was 0 639

Critical accounting estimates

and judgements

In the process of applying the Group’s accounting
pohcies, which are described in note 1, management
has mode the following judgements and key
assumphons that have the most significant effect on
the amounts recognised in the inancial statements

Recoverability of exploration
and evoluation costs

Under the full cost method of accounting for
exploration and evaluation costs, such cosls

are capitalised as intangible ossets by reference

to appropnate cost pools, and are assessed

for impawrment on @ concession basis when
circumstances suggest that the carrying amount moy
exceed its recoverable value ond, therefore, there 1s
a potenhiol nsk of an impairment adjustment
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25

Recoverability of exploration and evaluation costs continued

This assessment involved [udgment as to {i) the likely luture commerciality of the asset and when such commerciahty
should be determined, (1) future revenues and costs perteining to any concession based on proved plus probable,
prospeciive and contingent rescurces, ond {in} the discount rate to be opplied o such revenues and costs for the
purpose of derwing a recoveroble value

Fair value of assets on acquisition of subsidiary undertakings

The far volues of assets acquired in the prior year have been estimated based on the due diligence at the ime of
acquisihon and the competent person’s report as pubhshed in the Group’s admission document dated 22 May 2007
and the Group's Readmission Document dated 31 Jonuary 2008

If the eshmates of fair values are different from those imitially recorded ot the date of the acquisthon, such
differences may impact the income stotement in the penod in which such a determinofion s made

Income taxes
The Group has significant carned forward tox losses in several junisdictions Significant judgement 15 required In

determining deferred tax ossets bosed on on ossessment of the probability that toxable profits will be avaitable
agaoinst which carned forward losses can be ufilised

Where the final tax ocuicome of these matters 1s different from the amounts that were imihally recorded, such
differences will impect the income statement in the pertod in which such a determination s made

Decommissioning

Provision has been in the accounts for future decommussioning costs to plug and abandon wells The costs of
provisions have been added to the volue of the unproven oil and gos osset and will be deprecicted on the unit
of production basis The decommissioning habidity 15 be stated i the accounts ol discounted present velue and
accreted up to the final lichility by way of an annucl finance chorge

The Group has potennal decommissioning obligations in respect of its interests in Kozakhstan The extent to which
a provision 1s required in respect of these potential obligations depends, inter alig, on the legal requirements at
the hme of decommissioning, the cost and hmiag of any necessary decommissioning werks, and the discaunt rate
to be opplied to such costs

Share-based compensation
In arder to calculote the charge for share based compensahon as required by IFRS2, the Group makes eshmates
princpally releting to the assumptions used in its option pricing model as set out in Note 27

Segmental reporting

Cperaiing segmenis are reporied in @ manner consistent with the internal reporiing provided ta the chief operating
decision maker The chief operating decision maker, wha 1s responsible for allocoting resources ond assessing
performance of the operating segments and making strategic decisions, has been identfied as the Board of Directors

The Group operates in one operaling segment {explorchon for il in Kazakhstan), therefore no additioncl segmental
informahon 1s presenied

All of the Group's assets ond octvities ore based in Kozokhstan Al of the sales made in the year were to one
compony in Kozokhston and were from test proeduchion

Operating loss

Group cperoting loss for the penod has been arrved after charging

2009 2008

$'000 $'000
Depreciotion of property, ptant and equipment {Note 12) 285 289
Auditors’ remuneration (Note 5) 325 665
Staff costs {Note &) 4,220 6,770
Share based payment remuneration (oll equity setiled) 1,045 3,102
Impairment of unproven ol and gas assets (Note 11} 11,882 67,412
Provision agoinst joint venture receivable (Note 16 and 18} 4,171 -
ADA acquisithon costs - 6,679
Impairment of investment in RS Munai LLP {Note 13) - 1,025
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5 Group Auditor’s remuneralion

Fees payable by the Group to the Company's auditor and its associates in respect of the year

2009 2008
$'000 $'000
Fees for the audit of the annual financial statements 2N 225
Auditing of accounts of associates of the Company 84 112
Other services 10 118
Services reloting to corporate finance transachions entered into
or proposed to be entered inte by or on behalf of the Company
or ony of its subsidianes - 830*
325 1,285

* These amounts relate o the costs incurred on the acquisition of Eragon Petroleum Limited, the proposed ADA acquistion and the
readmussion, from this US$620,000 has been treated os acquisiion costs and U5$210,000 chorged to the income statement

6 Employees and Directors

Group Company Group Company
2009 2009 2008 2008
Staff costs during the perod $'000 $'000 $'000 $'000
Wages and salanies 3,652 1,712 6,047 213
Social secunity costs 393 165 413 -
Pension costs 175 8 310 -
Share-hased poyments 1,045 1,045 3,102 3,102
5,265 2,930 9,872 3,315

Average monthly number
of people employed Group Company Group Company
{including executve Directors) 2009 2009 2008 2008
Technical 18 2 28 -
Field operations 23 - n -
Finonce £S5 3 21 -
Administretive and support 25 4 49 2
Other - - 10 -
79 9 19 2
Group Compaony Group Company
Key management 2009 2009 2008 2008
Compensation $°000 $°000 $'000 $'000

Sclaries and short-term

employee benefils 1,289 1,049 1,638 211
Share-based poyments 845 845 2,030 2,030
2,134 1,894 3,668 2,241

Chrectors” emoluments

The Directors are the key management personnel of the Company and Group Details of Directors” emoluments
and nferests in shores are shown in the Remuneration Repori on pages 246 to 28
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7 Finance cost

Group Group
2009 2008
$'000 $'000
Unwinding of farr value adjustments on loans 3,203 355
Loon nterest payable 1,454 730
Unwinding of discount on provisions {Note 24) 234 446
Foreign exchange losses 998 339
5,889 1,870
8 Finance income
Group Group
2009 2008
$'000 $'000
Interest recevable on bank deposits - 212
Other 1,001 1,085
Revoluatton of warrants (see note 28) 3,156 -
4,157 1,297
9 Taxation
Group Group
2009 2008
Anclysis of chorge for the pernod $'000 $'000
Current tax 1,848 405
Deferred tax (954} {50,737)
Tax charge/(credit) 894 (50,132}
The tax charge for the period con be reconciled 1o the loss for the year as follows
Group Group
2009 2008
$'000 $'000
Loss on ordinory activihies before tax {33,451} (94,072}
Tax on the above ot the standerd rote of corporote income 1ax
in the UK 28% {2008 28 5%) (9,368} (26,811}
Effects of
Non deducithle expenses 4,839 3,605
Release of deferred tax hability due to change in future iox rofes
(see note 26) - (40,624)
EHect of different tax rates overseas 2,807 .53
Tox losses carrned forward 2,614 4,167
Toxahion 894 (50,132}
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10 Loss per share

Bosic loss per share 1s calculeted by dividing the loss ottnbutable to ordinary shareholders by the weighted
average number of ordinory shares outstanding during the period including shares to be issued

In order to calculate diluted loss per share, the weighted average number of ardinary shares in 1ssue 15 adjusted
to assume conversion of all dilutive potentiol ordinary shares according to I1AS33  Dilutive potential ordinary
shores inclyde share options granted to employees and Directors where the exercise price [adjusted according to
IA533) 15 less thon the average market price of the Company’s ordinary shares duning the peried  During the year
the potential ordinary sheres are anh-dilutive and therefore diluted loss per share has not been colculated At the
balence sheet dote there were 90,758,838 (2008 41,312,788) potenhally diutive ordinary shares consisting of
share optiens and warrants [notes 27 and 28)

The calculation of earnings per share 1s based on

2009 2008
The basic weighted average number of Ordinary shares in 1ssued
during the penod 387,244,655 336,462,416
The loss for the period attributable to equity shareholders ($°000) 24,070 31,858
11 Unproven cil and gas assets

Group
Cost $'000
Cost at 1 January 2008 110,142
Acquisiion of subsidiaries [note 14) 203,887
Additions 21,874
Sales from test produchion {518)
Foreign exchange difference 5,061
Cost at 1 Jonuary 2009 340,444
Additions 11,004
Soles from test production 8t7)
Disposcl of subsidiary (note 15) (85,887
Foreign exchange difference (66,045)
Recogmition of joint venture {note 16) 13,148
Cost ot 31 December 2009 211,849
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Group
Accumulated impairment $'000
Accumuloted impairment at 1 Jenuory 2008 -
Impairment in the yeor 67,412
Accumulated impairment of 1 lanuary 2009 67,412
Impoirment in the year 11,882
Disposa! of subsidiary {42,060)
Foreign exchange difference {12,993)
Cost at 31 December 2009 24,241

Group
Net book value $'000
Net book value at 1 January 2008 110,142
Net book value ot 1 Jonuary 2009 273,034
Net book value ot 31 December 2009 187,608

Unproven ol and gas assets represent the ocquisition cost and subsequent exploratran actvities in respect of five
hcenses held by group entiies The carrying values of those assets at 31 December 2009 were as follows Beibars
Munan LLP US$ il (2008 US$12,586,000), BNG bid LLP US$133,959,000 (2008 US$162,191,000), Galoz and
Company LLP U5$37,393,000 {2008 US$$42,793,000), Munwmly Kazakhston LLP US5428,000

{2008 US$293,000) and Revninnae Ol LLP 30% share US$ 15,828,000 {2008 100% consohdated US53$55,171,000)

The dwectors have carned out on iImpairment review of these assets on o field by held basis In carrying out this
review the directors have token into account the potential net present values of expected future cash flows ond
values implied by farm-in agreements/sale and purchase agreements {“SPA’s) entered inte during the current
year and following the year end Due to the eorly stoge of development of these assets, the directors consider
the values implied by the SPAs to be the best indicator of value currently availoble Accordingly where the value
implied by the SPAs 15 below the net bock value, o provision hos been made to reduce the carrying velue of that
asset to the value imphed by the relevant SPA

As o result of military training ectiviies the Group currenily cannat access the Beibars hcense area which resulted
in a force-majeure situation Due fo this ongoing force-majeure situation and the uncerfainties surrounding the
Beibars osset the Directors have made o full provision against this asset

As @ result of the impairment review, the Directors have mode provistons of US$11,882,000 in respect of the
Betbars osset, with on offseting release of deferred tox of U5$954,000 In the prior year provisions totalling
US$67,412,000 were made, compnsing Rovrinnoe (US$51,524,000), BNG (US$14,281,000) and Munaily
{US$1,407,000}, with an offsethng release of deferred tox of US$10,1 12,000
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12 Property, plant and equipment

Motor

vehicles Buildings Other Total
Group $'000 $'000 $'000 $'000
Cost at 1 January 2008 247 126 299 672
Acquisihon of subsidiones 40 162 99 30
Additions - 526 371 897
Disposols {13) - - {13)
Foreign exchenge difference 3 2 3 8
Cost at 31 December 2008 277 816 772 1,865
Additions - 14 10 24
Disposals {54} (18) {18} {90
Impairment - - 12) 12)
Foreign exchange difference - {140) (115} (255)
Disposal of subsidiary (28) {104) (57} (189}
Recognihon of joint venture 9 31 17 57
Cost at 31 December 2009 204 599 597 1,400
Bepreciotion at 1 January 2008 22 12 23 57
Charge for the penod 81 47 161 289
Disposals (10 - m (11)
Depreciahon at 31 December 2008 93 59 183 335
Charge for the penod 51 54 180 285
Disposals {23) - {6) 29
Imparment - - {3) (3)
Foreign exchange difference - (17) {14) (31)
Disposal of subsidicry {16) (3n {29} {76)
Recognihion of joint venture 5 9 ? 23
Depreciation at 31 December 2009 110 74 320 504
Net book value af
1 January 2008 225 114 276 615
31 December 2008 184 757 589 1,530
31 December 2009 94 525 277 896
Company
Cost at 1 January 2008 - - 68 68
Additions — - 2 2
Cost ot 31 December 2008 - - 70 70
Additions - - - -
Cost at 31 December 2009 - - 70 70
Depreciation ot 1 Jonuary 2008 - - 1 1
Charge for the period - - 7 7
Deprectation at 31 December 2008 - - 8
Charge for the pencd - - 14 14
Disposcls — - - -
Depreciation at 31 December 2009 - - 22 22
Net book value of
1 Januory 2008 - - 67 67
31 December 2008 - - 62 62
31 December 2009 - - 48 48
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13 [Investments (Company)

Company
Fixed asset investments $'000
Cost
At 1 January 2008 39,955
Addihons 90,8446
At 31 December 2008 130,821
Additions* 2,954
At 31 December 2009 133,775
Impairment
At 1 Jenuary 2008 2,283
Impairment in 2008** 24,515
At 31 December 2008 27,498
Impairment in 2009*** 3,755
At 31 December 2009 31,253
Net book value at
31 December 2008 103,323
31 December 2009 102,522

*  As described 1n Mote 28 duning the year ended 31 December 2009, Kuot Croziman agreed to subordinate his US$10 0GC,000
loan 10 Galazr Energy BV 1o the U5$5,000,000 loon entered into with Arowak Energy Ltd In retum for this, Kuat Qraziman receved
36,000,000 warranis to subscribe for shares in the Compary As this transachion occurred for the beneli of Galaz Energy BY an
addimienal investment bas been recognized in the Company toiotling to the farr value of the warrants ssved

** As described in Note 11, provision wes made in 2008 against the corrying values of the unproven of and gos ossets of the Group
As g result, o provision was also mode in 2008 against the carryng values of the Company’s investments in Fragen Petroleum Limited
and Rovrinnoce BY Addilionally, as the Group was not able to complete the legal transfer of ownership of subsurface use nghts
from the Morth Karamandybas vendors 1o RS Muna) LLP (subsidiory of RS Munai BV}, the investment of U5$3,983,000 in the North
Karamandybas project wos considered by the Directors to be impaired and wos written down in 2008 1o ts estmoted nef recoverable
value of US3Ni The directors ore conhinuing to seek recovery of an amount of US$1,000,000 which is potentiolly recoverable from
the vendor who was unable 1o prove hile to the asset

*** The investment in Beibars BV, which holds 50% of Beibars Muna: LLF, has been fullty impaired duning the yeor due to the impairment of

of ond gas ossets as described in Note 11
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13 Investments (Company) confinved
The Company’s principal subsidiary undertakings and Rovninnoe Oil LLP, being o |ointly controlied entity, which
are included in these consolidated financial statements are

Effective holding Effective holding
and proportion and propertion

Country of of voling nghts of voting nghis Nature of
Name of undertaking ncorparahon held 2009 he!d 2008 business
RS Munai BV {formerly Sytero BV) Netherlands 100% 100% Holding company
Be:bars BV {formerly Sytero 2 BY) Netherlands 100% 100% Holding company
Ravninnoe BY {formerly Sytero 3 BY) Netherlands 100% 100% Holding company
BNG Energy BY Netherlonds 59%* 59%* Holding company
{formerly Sytero 5 BY)
Galaz Energy BV {farmerly Netherlands 59%* 59%* Holding company
Sylerc 4 BY)
RS Munai LLP Kazakhstan 50%* 50%* Exploration
company
Beibars Munai LLP Kazakhstan 50%"* 50%* Exploration
company
Ravninnoe il LLP Kozakhston 30%" 50%* Exploration
company
BNG ud LLP Kazakhstan 58%* 58%* Exploration
company
Galoz and Company LLP Kazakhstan 50%* 50%" Explorahion
company
Munaily Kazakhstan LLP Kazakhstan 58%" 58%" Exploration
company
Rox: Petroleum Services LLP Kozakhsion 100% 100% Maonagement
company
Roxs Petroleum Kozakhstan LLP Kozakhstan 100% 100% Management
company
Eragon Petroleum Limied England 59% 59% Holding company
Ada BY Netherlonds 100% 100% Darmant
Ada Ol BY Netherlonds 100% 100% Darmant

* Indirect sharehclding of the Company

RS Munai LLE, Beibars Munai LLE Munaily Kazokhstan LLE, Galaz and Company LLP and BNG Ltd LLP have
been clossified os subsidiary undertakings rather thon aos joint ventures since in the opinion of the Directors the
Compony has operahional conirol of these entities

Ravninnoe Onl LLP 15 jomntly controlled by the Group and Canamens Energy BY and as a result, from 13 July 2009
it has been proportionately consolideted as @ joint venture as disclosed in Note 14
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14 Acquisitions

15
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On 3 March 2008, the Cempany completed the acquisition of 59% of the Eragon group which includes Galaz
Energy BY (formerly Sytero 4 BY) and BNG Energy BY {formerly Sytero 5 BY ) Guloz Energy BY owns inferests in
Galaz and Company LLP and BNG Energy BV owns interesis in BNG Lid LLP and Munaily Kozakhstan LLP

The determined fair values of the assets ond liobihhes acquired as ot the dote of acquisthon are as follows

Fair value
Book values ad|ustments Fair values
$'000 $'000 $'000
Unproven oil and gos assets 72,595 131,292 203,887
Property, plant and equipment 301 - 301
Inventones 55 - 55
Other receivables 816 31,910 32,726
Cash and cash equivalents 862 - 862
Other poyables (19,879 - (19,879
Long-term berrowings (29,164) {2,400} [31,566)
Deferred taxchon {10,708} (39,388} (50,096}
Net assets 14,876 121,414 136,290
Minonity interests {45,424)
Net assets acquired 90,866
Consideration
- Ordinary shares 63,245
— Shares to be issued 20,175
- Cash },500
- Expenses 5,946
Total consideration 20,866
Related cash flows
- Cash considerohon 1,500
- Expenses 1,923
- Caosh aequired {862)
2,561

Disposals

On 14 November 2008, the Company, Kuat Qrezimen, Ravrinnoe BY, Vertom Internationol BV and Canamens
Energy BV signed o Sole and Purchose Agreement {*SPA) to farm-aut 32 5% of Rovrinnoe Oil LLP (*Ravninnoe”)
os follows

Fair value of shares based on their market valuation at the date of completion

Kuat Oraziman agreed to sell his 12 5% interest in Rovninnoe to Canamens,

Ravninnoe BV agreed 1o sell 20% of s interest in Ravnmnoe to Canamens, and

Yertom Internahonol BY and the Group agreed to transier to Canamens 32 5% of the tota! loan recesvables
{os defined in the SPA) made to Ravninnoe by the Group and Vertom
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15 Disposals confinued
The form-out was carmed out in 2 stages

Under Stage 1 of the SPA, US$5,000,000 was paid by Conamens to Kua: Oroziman for 10% of hus interest in
Ravninnce and US$1,570,000 of the Group's loans to Ravninnoe}

Following Canamens’ exercise of its option to purchase the Stage 2 interest, Canamens, in return for a
consideration of US$8,500,000 paycble to Ravminnoe BY, recewved an odditional 22 5% of the equity of
Rovninnoe from Rovninnoe BV (20%) ond from Kuat Craziman {2 5%) and the remaining 22 5% of the total loans
receivable from the Group and Vertom Internatonol BY The ¢onsideration of US$8,500,000 was required to

be lent to Ravninnoe for the purposes of drilling Ravninnoe well 20 Baoth stages were completed in 2009 The
Group's remaining interest in Ravninnoe Ol LLP s currently 30%

The loss on disposal of Ravrinnoe Ol LLP was determined as follows

At dote of disposal

$°000
MNon-current ossets 44,518
Inventones 17
Trode and other recevables 543
Cash and cash equivalents 3.001
Trode and other paycbles (19,403)
Non current liobilities (4,524)
Net assels ot date of disposal 24,252
Total consideration 8,500
Less 20% of net assets on disposal 4,850
Less transfer of the Group's loans recewable from Rovninnoe BY 3,286
Less recognition of 30% share of additionel liability to Vertom (see note 25) 1,080
Less Recycling of cumulative iranslation reserve 341

@,557
Loss on disposal (1,057)
The net cash inflow on disposal comprises
Cash receved 7,957
Cash disposed of {3.001)

4,956

Of the US$8,500,000 purchase consideration U5$543,000 was withheld by Canamens Energy BV in order to pay
withholding tax which Ravninnoe BY 15 seeking to recover from the Kozokh authonities

Until the date of disposal, Ravrinnoe Gil LLP was treated as a subsidiary and was fully consolidated into the financial
statements of the Group From the date of disposal, Ravninnoe O LLP was treated os o jointly controlled entity and
proporhionally consohdated as detoiled in note 16
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16 Jointly controlled entity

17

From 13 July 2009, the Group has a 30% interest in the jointly controlled entity, Ravninnoe Oil LEP which has
been accounted for by proponional consalidation The following emounts have been recogrised in the Group's
consolidated statement of finenciol position relating to this jointly comtrolled entity

2009

$°000
Non-current ossels 16,703
Current assets 1,065
Total assets 17,768
Non current liobilities 2,468
Current liabiliies 8,888
Total habdities 11,356
Expenses {107)
Loss ofter tox (107)

Ravninnoe O LLP's contingent habilihes and copifal commitments are disclosed n note 24
Until 13 July 2009, Ravninnoe O LLP was treated as o subsidiary and was fully consolidated into the Group accounts

The net cash inflow on recognition of the joint venture was US$900,000 The Group recognised a provision of 25% of
the value of loan recevable aganst the Ravninnoe asset based on the inhal cutcome of the flow rate from the well 20
cempleted 1n the first quarter of 2010 which proved to be less than expected The Ravninnoe will perform an acid test
on Rav 20 to help improve the flow rate from this wetl, the results of which are expected in June 2010

Inventories
Group Company Group Company
2009 2009 2008 2008
$°000 $'000 $'000 $'000
Matenals and supplies 639 - 507 -
639 - 507 -

Mateniols ond supphes are principally comprised of concrete slabs, goods and some subing to be used in the
exploration and developmen: of the Group's oil and gos properties In Kazakhstan  All amounts are held at the
lower of cost and net realisahle value
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18

19

Other receivables

Group Company Group Company
2009 2009 2008 2008
$'000 $'000 $000 $°000
Amounts falling due after
one year
Advances paid - - 473 -
Prepaymeni - - 84 _
Intercempany recervables - 29,627 — 27,730
Other receivables 14,421 24 1,689 146
Amounts due from joint venture 7.515 - - -
21,936 29,651 2,246 27,876
Amounts falling due within
one yeor
Advances paid 4,294 18 93 25
Prepaymenis 22 22 70 26
Other recewables 105 25 11,232 244
4,421 65 11,395 295

Other recevables falling due ofter one year include Kazokh VAT and an amount of LJS511,900,000
(2008 US%$10,9200,000) in respect of an indemmity agoinst a loan included within shor term borrowings as
detailled in Note 30 The carrying amount of other receivables 15 o reasonable approximation of fair value

Amounts due from |oint venture relate to Ravrinnoe Chl LLP and are shown net of provision of US$4 2 million
(see note 16), and bear interest at rates between LIBOR +1% to LIBOR + 7%

Advances paid relate 1o amounts paid to third parties for services ond matenials to be provided post year end

Intercompany recevables are shown net of provision of U5$14,291,000 (2008 US%8,648,000), and bear
interest rates between LIBOR +1% and LIBOR +7%

Cash and cash equivalents

Group Company Group Company

2009 2009 2008 2008

$'000 $'000 $'000 $'000

Cash at bank ond in hand 3,950 983 411 152

Funds ore held in US Dollars, Sterling, Euros, Kazakh Tenge and other foreign currency accounts 1o enable the
Group to trade and settle s debis in the local currency in which they occur ond in order to mihgate the Group's
exposure 1o short term foreign exchange fluctuations All cash 13 held in flosting rute accounts

Group Company Group Company

2009 2009 2008 2008

Denomination $'000 $'000 $'000 $'000
US Dollar 2,129 {303) 163 53
Sterling 1,281 1,281 99 96
Kozokh Tenge 535 - 123 -
Euro S 3 26 -
3,950 983 41 152
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20 Called vp share capital
Group and Company

Number of

ordinory shares $'000
Issued and fully paid
Balance ot 1 Jonuary 2008 148,207,490 33,707
Parhial consideration for Eragon Petroleum Limited 3 March 2008 151,923,077 30,145
Ordinary shares issued' 20 Nov 2008 4,725,000 697
Balance at 31 December 2008 324,855,567 64,549
Remaiming considerchion for Eragon
Petroleum Limited 7 May 2009 48,441,538 7,204
Effect of share spli {see below) 28 May 2009 - {64,702)
Ordinary shores 1ssued —
for cash censideration US$500,000 2 June 2009 3,215,020 51
Qrdinary shores 1ssued’ 15 July 2009 7,087,500 115
QOrdinary shares 1ssued —
for cash considerahion US$990,000 18 September 2009 4,000,000 Q9
QOrdnary shares 1ssued? 4 November 2009 6,082,500 149
QOrdinary shares issued? 20 November 2009 6,430,040 107
Ordinary shares 1ssued? 27 November 2009 12,050,000 200
Bolance at 31 December 2009 417,182,165 7,772

' The Company 1ssued 7,087,500 fully paid ordinary shares on 15 July 2009 as the finder's fee for the funds raised by
the 1ssue of shares on 20 November 2008

? These shares were 1ssued for cash on exercise of warronts as disclosed in Note 28

Cn 28 May 2009, each of the 1ssved ordinary shares of 10p each in the capital of the Company were subdiveded
and re designoled (in the case of the deferred shares) into one ordinary share of 1p in the copital of the
Compony ond one deferred share of 9p in the capital of the Cempany Addihonally, each of the authonised but
unissued ordinory shares of 10p each were subdivided into 10 ordinary shares of 1p eoch

The holders of the Delerred Shares have no rnight to recewve notice of any general meetings of the Company, to
atiend, speak or vote at any such general meeting, receve any dividend or other distribution or to parhicipate 1n
any way in the income or prafits of the Company, or participate in the ossets of the Company save that on the
return of assets in a winding up, the holders of Delerred Shares are enhtled only to the repayment of the amount
that 1s paid up on such shares ofter (i) repayment of the capital pard up on the ordinary share copital, and {u)
the payment of £10,000,000 per ordingry share in the capital of the Company The limiled nghts attached to the
Deferred Shares {which are not be listed or freely transferable) renders them effectively volueless
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21 Trade and other payables - current

Group Company Group Company

2009 2009 2008 2008

$'000 $'000 $°000 $'000

Trade payables 9,233 255 10,937 440
Toxation ond social secunty 100 50 B6S Bé
Accruals 544 516 2,606 442
Other payables 3,162 438 2,570 74
Intercompany poyables - 5410 - 630
Deferred income 698 - 859 -
13,737 6,669 17,837 1,672

22 Purchase consideralion received in advance

Group Company Group Company
2009 2009 2008 2008
$000 $'000 $'000 $'000

Purchase consideraton
received in advance 19,221 - - -
19,221 - - -

The Purchose consideration recewved in odvance of US319 2 million relates 1o amounts received in advence
from Canamens BNG BV in respect of the acquisiion of 23% of 8NG Ud LLP as detalled in note 31 1 Stage 1
completed on 11 Jonuary 2010

23 Short-term borrowings

56

Group Company Group Company
2009 2009 2008 2008
$'000 $'000 $°000 $'000
Interest free loon from
Kuat Oroziman (a) 3,875 3.875 5,000 5,000
Interest bearing loan from
Kuat Oroziman (b) 10,652 - HA -
Loan from Altus Energy (c) 4,559 4,559 - -
Loan from Vertom (d} 2,398 - - -
Other borrowings 783 - 1,738 -
22,267 8,434 17,889 5,000

o) At 31 December 2009, the principal amount of $4,550,000 represenis an interest free loan from Kuat
QOroziman which was repoyable on 2 Suly 2010 {31 December 2008 35,000,000 repayable on demand)
Dunng the year this loan was subordinated 1o the loan from Alhus Energy (see note 28), and os o result

was foir valued at this date and subsequently accounted for ot cmortised cost

As defolled in note 31 10 on 14 Moy 2010, Kuot Oroziman agreed to extend the repayment of this loan to

July 2001

{b) At 31 December 2009 the $10,000,000 interest bearing loan from Kuat Oroziman wos repoyable together
with accrued interest in June 2010 (31 December 2008 repayoble June 2009} During the year this loon
was subordinated to the loan from Altius Energy (see note 28}, and os o result wos far valued at this date and
subsequently accounted for ot amorhsed cost This loon bears interest ot LIBOR +7% {31 December 2008
LIBOR +3%) This foan 1s the subject of the Baverstock Indemnity described in note 30
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As detarled in nate 31 10 on 14 May 2010 Kuat Oraziman agreed to extend the repoyment of this loon to

July 2011

{c) Loan from Altius Energy

On 16 June 2009 the company received o US$5 million loan from Altus Energy This loan was repoyable in

June 2010 and beors interest at LIBOR +7% Altws Energy received warronts on sssue of ihis loan (see note 28)

As detailed in note 31 5 this loan was repaid on 18 May 2010

{d) Llean from Vertom

This represenis the Group’s 30% share of Ravminnee Oil LLP's loan due to Verlom As detailed in note 25,

this loan 1s repayable on demand and beors interest ot 4% per annum

24 Provisions

Liabilites
Employee under Soual 2008
heliday Development  Abandonment Total
Group only provision Progrom fund $'000
Bolance ot 1 January 2008 29 2,053 495 2,577
On ocquesition - 4,245 744 4,989
Increase in provision 71 135 267 573
Unwindiag of discount - 409 44 453
Foregn exchonge difference - 110 15 125
Balance at
31 December 2008 200 6,952 1,565 8,717
Non-current provisions - 1,504 1,565 3,069
Current provisions 200 5,448 - 5,648
Balonce ot
31 December 2008 200 6,952 1,565 8,717
Liabihities
Employee under Social 2009
holiday Development  Abandonment Total
Group only provision Program fund $'000
Balance at 1 Yanuary 2009 200 4,952 1,565 8,717
Increase n provision 1,204 2,766 580 4,550
Patd in yeor - (3,719} - (3,719}
Unwinding of discount - 164 70 234
Foreign exchange difference (21) - (188) (209)
Disposol of subsidiary (113} (1,294) 229) {1,636)
Addition of joint venture 34 387 70 491
Balance at
31 December 2009 1,304 5,256 1,868 8,428
Non current provisions - 1,650 1,868 3,518
Current provisions 1,304 3.606 - 4,910
Balance at
31 December 2009 1,304 5,256 1,848 8,428
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24 Provisions confinued
a) Beibars Munai LLP

During 2007 Belbars Munar LR o subsidiory undertaking, ond the Minisiry of Energy and Mineral Resources of
the Republic of Kazakhstan signed a Contract for ol exploration within the block XXXVI-10 1in Mangistauskaya
oblast (Contract #2287) The contract term 1s until 2012 and the exploration period 1s 5 years

In accordance with the ferms of the contract Beibars Munas LLP has committed fo the following

* lnvesting not less that 5% of annuol caprtal expenditures on exploration during the exploration penod in
prolesstonal training of Kazakhstan personnel engaged in work under the contract,

* Inveshng US$1,000,000* 1o the developmeni of Astano Ciy dunng the second yeor of the contact term,

» Investing U5%1,000,000" in equal ranches over the exploration penod in the social development in the
region, and

+  Transfernng, on on annual basis, 1% of exploration expenditures to o iquidatian fund through a special
deposit occount in a bank located within the Republic of Kezokhstan

Beibars Munai LLP did not fulfil its obligations under the social program in 2008 ond 2009 due to force-majer
crcumstances (see note 11}

* Unpod amounts in respect of the obove sociol obligations are included within hobibtes of social progroms above

b) Ravrinnce Oul LLP

During 2007 Ravninnoe Oil LLF, o joint venture from 13 July 2009 {previously subsidiary undertaking), ond the

Minissry of Energy ond Mineral Resources of the Republic of Kezokhston signed the Contract for o1l exploration :
and production of hydrocarbens ot o deposit located in Atyrouskayo oblast {Contrac! #1401) The contract term

15 untl 2029 ond the exploration penod 1s 5 years

From 13 July 2009 the Group's interest n Rovrinnoe Oil LLP was reduced to 30% ond hes been consolidated
using the propartional consolidation method, as described in note 16

In accordance with the terms of the contract and addendums Ravninnoe il LLP has committed to the following

= Investing not less thot 1% of total investments in professionel fraining of Kazakhstam personnel engaged in
work under the contract,

* Inveshng U5%300,000 to the development of Astano City dunng the exploration penod,

« Inveshing U5%300,000" over the exploration pened in the social development in the region,

+ Execubing o mimimum work progrom of U5$17,350,000 over the first 3 years of the explorahion penod,
¢ Execuhing o mimmum work program of US$14,644,400 over the initicl 2 year extension period,

*  Executing a mimimum work progrom of US$25,600,000 over the second 2 year exiension pened, and

+ Transfernng 1% of production investment fo a hiquidation fund through o special deposit account 1n o bank
located within the Republic of Kozokhstan

On making o Commercial Discovery {the SSUC defines a Commereial Discovery as the discovery within the
contract area of one or several fields that are commerciolly suitable for produchion), U5$12,085,300 shall

be paid by Rovninnoe Ol LLP in respect of histoncal costs, to the outhorities The amount payable will be
recalculated by the authonties to take nio account any relinquished portion of the contract area No amounts
have been recogrused in the financial statements in respect of this as at 31 December 2009

* Unpaid amounts in respect of the above socal obligahons are included within liobilihes of socal programs above
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¢) Munailly Kazakhstan LLP

Munaily Kozakhstan LLP o subssdiary, signed o contract # 1646 doted 31 January 2005 wih the Minisiry of
Energy and Mineral Resources of RK for exploration ond extrachion of hydrocorbons on Munailly deposit located in
Alyrau regron

The contract 1s valid for 25 yeors exploration period of 3 years, production - 22 years Bosed on Addendum
#3 doted 4 March, 2008 the exploration perniod was further extended for 2 years — up until 31 January 2010
As detailed i note 31 4 the Group plans to apply for commercial production approvol

In accordance with the terms of the controct and addendums Munaily Kazokhstan LLP remains committed
1o the following

*  Social development of Atyrou region — US$600,000* over the pericd of the contract,
*  To allocate US$400,000° to the Astana city development program,
*  Professional education of engaged Kazakhstan personnel - not less than 1% of totol investments,

» Transferring, on an annual basis, 1% of exploration expenditures to a hquidation fund through a special
deposit account in a bank located within the Republic of Kozakhstan, and

* 1f Munally Kozakhstan LLP progresses o the production phase it 1s obliged within 90 days to enter into
Additional Agreement to the Contract which will determine the payment of the remaining histeric costs for the
amount of US$1,580,000 No amounts have been recognised in the financial statements in respect of this as
at 31 December 2009

*Unpaid omounts i respect of the above sociol obligations are included within habilities of sociol programs obove

d) BNG Ltd LLP

BNG Lid LLP a subsidiary, signed a contract #2392 dated 7 June, 2007 with the Minustry of Energy and Mineral
Resources of RK for exploration af Airshagy! deposit, located in Mangsstou region Under addendum Nol deted
17 Apnl 2008, caoniroct area was increased The contract 1s valid for 4 years ond expires on 7 June, 2011
Addendum No 2 dated 19 February 2009 agreed the mimimum work program to be camed out

In accordonce with the terms of the contrac) and addendums, BNG Ltd LLP remains committed 1o the following
* lnvestng US$2,500,000* over the explorotion period in the social development in the region,

« If o production license 15 granted a further U5$2,500,000 should be invested 1n the sociol development of
the region, !

¢ To lund mimmum work program during the exploration period of US$64,600,000,

+ Investing not less than 1% of total nvestments n professional training of Kazakhstam personne! engoged in
work under the contract, and

+ Transferring, on an annual bosis, 1% of explorotion expenditures to o liguidation fund through a special
deposit account in a bank located within the Republic of Kozakhstan

* Unpod amounts in respect of the above sociol obligations are included within llabilities of social programs obove
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24 Provisions confinved

e) Galaz and Company LLP

Galaz and Company LLP a subsidiary undertaking, signed an exploration confract # 593 dated 12 December
2000 in respect of the North-West Konys deposit located in Kyzyl-Orda region

By Addendum #4 dated 27 April, 2009 the contract is further extended for 2 years and expires on
14 May 2011

in nccordance with the terms of the contract and addendums Galoz and Company LLP remains committed to the
{ollowing

* Investing 3% of fotal exploration expenditures for the social development of the region and 2% for socio!
infrastructure development, with o turther US$120,000" to be allocoted dunng the extension to the Kzyl-Ordo
Contract under Annex No 2,

* Investing not less than 1% of tolal Investments i professional fraining of Kozakhstani personnel engaged in
work under the ceniract,

+  To crente a kquidation fund in an omount of US$130,000 by providing financial end bank guarantees,

+ To poy royahies of 2% of hydrocarbons volume produced in the event of test produchon of hydrocarbons
under the Kzyl-Orda Contract, ond

¢ 7o fund o mimmum work progrom of US$18,924,000
! Unpaid amounts in respect of the above socicl obligations are included within Labilities of sociol progrom cbove

25 Borrowings
The non-current borrowings are non interest bearing ond ore due to the {ollowing

Group Company Group Company

2009 2009 2008 2008

$'000 $'000 $'000 $'000

toons due to Canamens 1,637 - - -
Loon due to Vertom - - 3,900 -
1,637 - 3,900 -

toans due to Conamens represent the Group's 30% share of Ravninnoe Oil LLP's non current liobilities to
Conomens These loans are repayable on 23 November 2014 and bear inferest ot LIBOR +7%

The loon due fo Yertom in the prior year of US$3 9 million arose under a U537 5 millian loon facility between
Ravninnoe Oit LLP and Vertom The bolance of US$3 6 million was only poyable by Raninnoe Ol LLP out of the
residual partners’ share of profits and as a result was not recogrused as o habilidy in the Group financial statements
As port of the SPA with Canomens in respect of Ravninnoe Onl LLP (see notes 15 and 30 2}, this loan agreement was
amended resulting in the full $7 5 mithon beconung repayable on demand with US$1 ¢ milien of the repoyment
being due fo Canamens This loan bore nterest ot 4% per annum ond was previously repoyable in Moy 2012

26 Deferred tax

Deferred tax liobiliies comprise

Group Group

2009 2008

$'000 $'000

Deferred iox on exploration ond evaluation essets acquired 20,010 30,513
20,010 30,513
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In accordance wath IAS 12 the Group recognises deferred taxahon on fair value uplifts to iis o1l and ges projects
ansing on acquisiion These liabilities reverse as these fair value uplfis are depleted or impaired

The movement on deferred tox lobiites was as follows

Group Group

2009 2008

$°000 $'000

At beginning of the period 30,513 29,809
Acquired duning the period (see note 14) - 50,096
Foreign exchange {6,065) 1,344
Reduction in tox rate - {40,624)
Disposal of subsidiary {4,977) -
Recognition of joint venture 1,493 -
Impoirment of ol and gos asset (954) {10,112)
20,010 30,513

The release of deferred tax liability in the prior yeor meinly refates o changes in future tax rates, and represents
the Direclors’ best estimote of future tax rates in Kazokhstan of 15% | see note 9)

The Group also has accumulated eshimated tax losses of approximately US$29,000,000 (2008 US$7,000,000)
available to carry forward and offset aganst future profits This represents on unprovided deferred tax asset of
approximately US$4,700,000 (2008 US$1,100,000)

Share option scheme

During the yeor the Company issued equity-settled share bosed instruments to its Directors and certan
employees Equity sefiled share-bosed insiruments have been measured af foir value ol the date of gront The
fair value determined ot the gront dote of the equity-settled share based instrument s expensed on a straight-line
boss over the vesting penod, based on an estimate of the shares that will eventuolly vesi Options generally vest
in four equal tranches over the two years following grant

Share options

Weighted

average

exercise price

Number in pence (p)

of options per share

As ot 1 Jonvary 2008 13,856,600 38
Granied 17,433,076 65
As ot 31 Decermber 2008 31,289,676 53
Granted 7,578,550 27
As at 31 December 2009 38,868,226 48

There were no share ophans thot expired during the year (2008 nil) There were 12,817,514 (2008 3,364,150)
shore options exercisoble at the end of the year with o weighted average exercise price of 48p (2008 53p)
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27 Share option scheme continued

Share options

The ophons were 1ssued 1o Directors and employees os follows

Weighted
average
Bxercise price
Number in pence (p)
of options per share Expiry
Directors 12,110,940 KL ] 21 May 2017
Employees 1,745,660 38 21 May 2017
As ot 31 December 2007 13,856,600 18
Directors 14,427,692 65 3 Morch 2019
Employees 3,005,384 65 3 March 2019
As at 31 December 2008 31,289,676 53
21 May 2017-
30 September
Directors 6,909,418 28 2019
21 May 2017-
30 Seplember
Employees 669,132 12 2019
As at 31 December 2009 38,868,226 48

The range of exercise prices of shore options cutstanding at the year end 1s 12-65p (2008 35 65p) The weighted
average remaining contractual fe of share ophions cutstanding at the end of the year 1s ¢ 5 yeors (2008 8 75 years}

Fair value 1s meosured using a binomial lathee model that takes into account the effect of kinancial assumphions,
including the future share price volatility, dvidend yeld, and nsk-free interest rates The expected volatiity was
determined bosed on both the volatility of the Company’s share price since flotohion and the volatility of simidar
quoted companies Employee ext rates ond the expected penod from vesting to exercise are olso considered,
based on historical experience The principal assumptions ore

2009 2008
Expected volatihity {%) 80 60
Expected life ¢« [perods) 5 25
Risk-free rate (%) 251284 575
Farr value per option 2] 28466 118167
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28 Warrants issued
During the year the Company i1ssued the following warrants

Grant Expiry Exercise price Yesting

Number date dote £ date

21 May 21 November 21 November

Warrants ssued with shares 6, 430,040 2009 2009 010 2009
27 May 24 May 26 May

GEM Global Yield Fund bimited 9,000,000 2009 2014 01375 2014
16 June 31 March 31 March

Kuat Qrozimon 36,000,000 2009 2010 Q10-020 2011
16 June 31 March 31 March

Altius Energy 18,000,000 2009 2011 010-020 200

The warrants granted dunng the year were valued using o Block Scholes model based on the inputs set out in the
table below and relevant vesting periods

Expected share price volahlity 80%-110%
Risk free interest rate 0 5%-2 79%
Expected dvidend yield 0%
Share price on the date of grant 21 May 2009 £0 0948
1 June 2009 £010
16 June 2009 £0 10

Following table summanrses the warrant transactions during the year

Number $'000
Income

Description Grant Exercised Year End Grant Exercised Statement Year End
Warrants issued
with shares' 6, 430,040 &, 430,040 - 259 {239} - -
GEM Global Yield Fund
Limited ? 9,000,000 - 9,000,000 1,106 - {442} 644
Alhys Energy ? 36,000,000 3,132, 500 32,867,500 2,953 (931 {1,874) 986
Altws Energy * 18,000,000 18,000,000 - 1,476 [654) (820) -

69,430,040 27,562,540 41,867,500 5,794 [1,008) {3,156) 1,630

' During the year 3,125,020 ordinary shores and 6,430,040 warronts ot an exercise price of 10 pence per share were 1ssued in return for
US$517,104 The forr value of the warronts issued was LS$259,000 and oll warranis were exercised dunng the year

? The Company entered snto o £15,000,000 equity ine of credit with GEM Global Fund bimited in retum for 9,000,000 warrants The Company
can require GEM 1o subscnbe for shores over a 3 year penod at an issue pnce of 90% of an overage close bid prce for the 15 roding days
following the delvery of the subscrption notice The warrants were initially recognized at a farr volue of US$1 106,000 ond hove been re volued ot
the year end to U53644,000 with the difference being credited 10 the income stotement due 1o the exertise pnce of the warronts being in sterling
ond the funchional currency being US doller

? Kuat Orazimon ogreed to subordinate US$14,550,000 of loans made to the Group to the US$5,000,000 loan entered into with Alhus
Energy Lumited US$10,000,000 of the loans were restated on similar terms as Altus Energy Limited's loan nduding the tssue of 36,000,000
warmnts which were valued at U532 953,000 This omount has reduced the faw value of US310,000 000 loan to Golar Energy BY (Note 23}
On 29 June 2009 Xuat Craziman transferred his 38,000,000 warrants to Alsius Energy bimued Durning the penod 3,132,500 wormants were
exerased Al the yeor end the remaining worrants were revalued at the yeor end to U53986,000 with tha difference being credied to income
staternent due 1o the exercise pnce of the warrants being in sterfing and the functiona! cumency being US dollar

* Duning the year, the Company entered into o loon ogreement with Alus Energy for 11535,000,000 {Note 23] As part of this transachen
Alfws Energy Limited were issued 18,000,000 warrants Dunng the year oll of these warrants were exercised As the worrants were held over
shares in sterling pror to being exercised they have been re valued with the difference of US$820,000 being credited to income stotement

¢ Duning the perod ended 31 December 2007 the Company 1ssued warronts over 10,023,112 Ordmary shores of the Company These
warronts entitte the holders to subscribe for Ordinary shares for cash consideralion of 38p per Ordinary Share, and were issued as
consideration for corporate and edvisory serices to the Company prior 1o its flotanion Warrants over 7 Smillien shares may be exercised
ot any hme pror 1o 21 May 2017, while the remainder may be exercised at any fime prior to 21 May 2010
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Financial instrument risk exposure and management

In common with all other businesses, the Group and Company are exposed to nisks that onse from its use of
financial instruments This note describes the Group and Company’s objectives, policies and processes for
managing those risks and the methods used to measure them Further quontitative informotion in respect of these
nsks 1s presented throughout these financial stotements

The significant occounting policies regarding financial nstruments ore disclosed in note 1

There hove been no substantive changss in the Group or Company’s exposure to financial instrument risks, ts
objectives, policies and processes for manoging those nisks or the methods used 1o measure them from previous
peniods unless otherwise stated in this note

Principle financial instruments

The principle inancial instruments used by the Group and the Company, from which financial instrument risk
arses, are as follows

Group Company Group Company
2009 2009 2008 2008
$°000 $'000 $°000 $'000
Finoncial ossets Loans and recewvables
Intercompany recevables - 23,027 - 27,730
Amounts due from joint venture 7.515 6,600 - -
Other recevables — current 4,399 43 11,325 269
Other receivables — non-current 14,421 24 2,126 146
Cosh and cash equivalents 3,950 983 411 152
30,285 30,677 13,862 28,297

As at 31 December 2009 the carrying volue of available for sole financial assets for the Group ond Company
wos US$1,106,000 (2008 Group and Company USSNI) Thus s described in note 28

Group Company Group Company
2009 2009 2008 2008
$'000 $°000 $°000 $'000
Finoncial habilihies Financial habidities at amorhsed cost
Trade ond other poyables 13,737 6,669 16,978 1,672
Other poyables — non-current 1,295 - - -
Borrowings — current 22,267 8,434 18,889 5,000
Borrowings — non-current 1,637 - 3,900 -
Purchose consideration received
in advance 19,221 - - -
58,157 15,103 39,767 6,672

As of 31 December 2009 the carrying value of financial habilihes meosured af fair value through profit and loss
far the Group ond Company wos US$1,630,000 {2008 Group and Company USSNil} These are descnbed in
note 28
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29 Financial instrument risk exposure and management continued
Fair value of financial assets and liabilites

At 31 December 2008 and 2009, the farr volue ond the book value of the Group and Company’s financial
assets and licbiliies were matenolly the some

Group and Company

Fair value measurements ot 31 December 2009

Level 1 $°000 Level 2 $°000 Level 3 $'000

Financial Asset

Availoble for sale - - 1,106
- - 1,106

Finanaial Liabily

Warrant hability - - 1,630
- - 1,630

Financial Instruments hierarchy

Effective 1 January 2009, the Group odopted the amendment to IFRS 7 for financial instuments that are
measured 1n the balance sheet ot fair value, this requires disclosure of fair value measurements by level of the
following fawr value measurement hierarchy

» Quoted prices {(unadjusted) in active markets for identical assets or liabikities (level 1)

* Inputs other than quoted prices included within level | that are observable for the asset or Lability, either
drrectly {that 1s, as pnices) or indirectly (that 1s, dernived from prices) {level 2)

* Inputs for the asset or habuiy that are not based on observoble merket data (that 1s, unabservable inputs) (level 3)

Leve! 3 farr value measurements at 31 December 2009

Available for sale Warrant

financial asset liability Totol

$°000 $'000 $'000

Opening bolance - - -
Additions 1,106 5,794 (4,688}
Disposals - {1,008} 1,008
Net gains recognised in other comprehensive income - {3.156) 3,156
Closing bolance 1,106 1,630 {524)

The method of calculation of fair value of the avaslable for sale inancial asset and warrant liability are discussed
in note 28

Principal financial instruments

The principal financial instruments used by the Group and Company, from which financial instrument nisk anses,
are os follows

* other recevables
¢ cash gt bank
* trade and oiher payables

= borrowings
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29 Financial instrument risk exposure and management continved
General objectives, policies and processes '

The Board has overall respensibility for the determination of the Group and Cempany’s nsk management
objectives and policies and, whilst retarning ulimate responsibility for them, it has delegoted the authority for
designing and operating processes that ensure the effechive implementation of the obyectves and policies to the
Group and Company's finance funchion The Board recewves regular reports from the finance funchion through
which 1l reviews the effectiveness of the processes put in place ond the appropnaieness of the objectives and
pelicies it sets

The overol! objective of the Board 15 to set policies that seek to reduce nsk os far as passible without unduly
affecting the Group ond Company’s competitiveness and flexibility Further details regarding these policies are set
out below

Credit risk

Credit nsk anses principally from the Group’s other recevables It 1s the risk that the counterparty fals to
discharge 115 obligation in respect of the instrument The maximum exposure to credi nisk equals the corrying
value of these items in the hinancial statements

When commercial exploiiation commences sales will only be made 1o customers with appropriate credit rating

Credit risk with cash and cash equivolents 1s reduced by plocing funds with banks with hugh credit ratings

Capital

The Company and Group define copiial os shere caprial, share premium, deferred shares, shares to be ssued,
copital contribution reserve, other reserves, retoined earnings ond borrowings In managing its capital, the Group's
pnimary objechve 1s to provide a return for its equity shareholders through capital growth Going forward the Group
will seek to maintain a geanng rahio that balonces risks and returns at an acceplable level and also to mantain @
sufficignt funding base 1o enoble the Group to meet its working capiial and strategre investment needs In making
decisions to adust ils copital structure 1o achieve these aims, either through new share issues or the 1ssue of debt, the
Group considers not only its shon-term positron but also s long-term operational and strategic objectives

There has been no other significant changes to the Group's management objectives, policies and processes in the year

Liguidity nsk

Liquidity risk anses from the Group and Compony’s monagement of working capital and the amount of funding
committed io its explorahon programme I 15 the nisk that the Group or Company will encounter difficulty in
meeting its financiol obligations as they fall due

The Group and Company's policy 15 to ensure that it will always have sufficient cash 1o allow 1t to meet its
hobilitigs when they becorme due To achieve this aim, it seeks to raise funding through equity finance, debt
finance and farm-outs sufficient to mest the next phose of explarahon and where relevent development
expenditure

The Board receves cash flow projections on o periodic basis as well as information regarding cash bolances
The Board will not commit to material expenditure in respect of is ongoing exploration programmes prior to
being satished that sufficient funding 1s available 1o the Group 1o finance she plonned pregrammes

Trade and other payables are repayable on demond The purchose considerahion receved in odvance was settled
w Jonuary 2010 as disclosed in note 22 and 31 For motunty dotes of current and non-current borrowings see
notes 23, 25 and 31 respeciively For motunty dates of the warronts please see note 28
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Interest rate nsk

The majonty of the Group's borrowings are at vanable rates of interest Iinked to LIBOR As a result the Group 1s
exposed to inferest rate nsk An increase of LIBOR by 1% would hove resulted in an increase in finance expense of

U5%$136,000 {2008 US$100,000)

There 15 no significant interest rate nisk on the cash and cash equivalents as the Group does not have significant
surplus cash balances 1o hold in interest bearing accounts

Currency nisk

The Group and Company’s policy 1s, where possible, to ollow group entities 1o settle habifiies denominated in
therr functional currency (primanly US Dollar and Kazakh Tenge) in that currency Where Group or Company
entiies have liabilhes denominated in a currency other than their funchonal currency [ond have insuficient
reserves of that currency to setile them) cosh already denominoted in that eurrency will, where possible, be
transferred from elsewhere within the Group

In order lo monitor the continuing effechveness of this policy, the Board receives a periodic forecast, analysed by
the major currencies held by the Group and Company

The Group ond Company 1s pnmanly exposed to currency nsk on purchases made from suppliers in Kazokhstan,
as 1t 15 not possible for the Group ar Compony to trensoct in Kazakh Tenge outside of Kozakhstan The finance
team, olong with its odvisors, carefully moritors movements in the US Dollar / Kozakh Tenge rate and chooses the
most beneficial imes for transfernng manies 1o 1ts subsidiones, whilst ensuring thot they hove sufficient funds 1o
continue its operations The currency nisk relating to Tenge 15 insignificant

Related party transactions

The Company has no ulhimate controlling party

30 1 Acquisihion of Eragon Petroleum Plc (now Eragon Petroleum Limited (“Eragon”))

The Eragon Acquisihion in March 2008, details of which were set out in the Company’s 2008 annuc! report and
accounis, compnised certoin related party transachions because

* A director of the Company, Kugt Oraziman, had a benehciol interest in 42 5 per cent of the ssued capiial
of Baverstock GmbH (“Baverstock”) ond was (and remains) o direcior of and holds 50 per cent of the 1ssued
share capita! of both Vertom International NV {*Vertom”) and Vertom International BY

¢ Doe Han New Pharm Co Limited {"Doe Hon") had o beneficial interest in 17 per cent of the 1ssued share
copital of Baverstock

* Adrrector of the Company Duncan McDougall was {and remains) a director and shareholder of Soxford Lirmited

As a result of the Eragon Acquisiion, the Group entered into reloted party transactions which include but are not
lirited to the following tronsochons

a} Frogon Acquisiton Agreement
Baverstock was the vendor of the 59 per cent inferest in Eragon which was ocquired by the Company on 3 March 2008

b} Consulting Services Agreement

On 30 Janvery 2008, the Company entered into a consulling services agreement with Vertom which replaced
on earher consulitng services agreement daled on or about 1 October 2007 Pursuant io this ogreement, the
Compony agreed to issue and allot 24,000,000 new ordinary shares on the Company’s readmission to treding
on the AIM morket and shareholder approval and issue ond allet 22,153,846 new ordinary shares on the
obtaining and the granting of the extension to the contract areo of the BNG SSUC  Detalls of this consultancy
services agreement can be found i the Company’s admission document dated 31 January 2008

followmg the extension to the contract area of the BNG SSUC, on 7 May 2009, the Company ollotted
46,153,846 ordinary shares in the Company to Vertom
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30 Related party transactions continued
¢} Faclitation Agreement
On 30 January 2008, the Company entered into a faclitation agreement with Vertorn whereby Vertom provided

coordination services ameng the various partes o the Exagon Acquisition for o fee of US$500,000 This amount
was included within the consideration poyable in respect of the Eragon Acgquisition

d} Loon Agreements (os of the dete of the Eragon Acquisition)

At the date of the Eragon Acquisition, there were the following interest bearing borrowings within Goloz Energy BY
{formerly Sytero 4 BV} and BNG Energy BV (formerly Sylero 5 BV} {both wholly owned subsidianes of Eragon)

v US$7,500,000 borrowed by BNG Energy BY {former Sytero 5 BV} from Dae Han i July 2007, repayable
together with interest accrued at LIBOR plus 2% in July 2009

n US$14,500,000 borrowed by Galoz Energy BV {former Sytero 4 BV} from Doe Han in July 2007 repoyable
together with interest accrued at LIBOR plus 2% in July 2009

w US$10,000,000 borrowed by Galez Energy BY {former Sytero 4 BY) from Kuat Oroziman n July 2007,
repayoble together with interest accrued ot LIBOR plus 3% in July 2009

These loans were included in the liebiliies acquired os a result of the Eragon Acquisihon As ot 31 December 2009
of the above loans only the balance of US$10,000,000 due to Kuot Oraziman remaoined ouistanding from the
Group, ond 15 included within short-term borrowings {note 23}

e) Baverstock indemnity

Under an agreement between the Compaony ond Baverstock made on 30 Jonuory 2008, Baverstock agreed

to 1ake responsibility for the poymenits of the sums due under the loans detalled in Note 30 1 d) above, and to
fully and etfectively discharge, indemnify and hold harmless the Company, Erogon Petroleum Limited, and os
applicable Galoz Energy BY and BNG Energy BV from cny obligahion er hability orising from the 1erms of, or in
connection with, each of the Loan Agreements Accordingly, an asset equal to the fair volue of the habilities under
the Loan Agreements has been recogmsed on the acquisition of Eragen

In June 2008 the two loons from Daoe Han, namely the US$7,500,000 borrowed by BNG Energy BY (former
Sytero 5 BY) from Dae Han in fuly 2007 and the US$14,500,000 borrowed by Galaz Energy BV (former Sytero 4
BV) from Dae Han in July 2007, were formally novated from Goloe Energy BY and BNG Energy BV to Beverstock
Under these agreements, Doe Han agreed to releose Galaz Energy BY ond BNG Energy BY from therr obligations
vnder these loan agreements, ond Boverstock agreed to iake the ploce of Galaz Energy BY and BNG Energy BV
in respect of these obligahons

) Soxford Limited

Saxford Limited of which Duncan McDougoll 15 a director and shareholder, was retained os a subcontractor
to periorm certain services under the Eragen Project Manogement Agreement {as defined in the Company's
admission document doted 31 Januory 2008) Under the agreement Saxford Limited receved o fee of
US5$50,000 in cash and 153,847 new ordinary shares in the Company

302 Other loan agreements
In addition to the Loan Agreements detalled in note 30 1 d above, the Group has the following leans from related porties

a} Loans from Kuat Oroziman

The Company hos entered into o number of different loon arrangements with Kuat Orozmon during the year the
details of which have been summarised in Notes 23 and 31
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b} Vertom loan to Ravninnce Oif LLP

At the dote of acquisiion {16 May 2007) of Ravninnoe BV and its then 50% subsidary Rovninnoe Onl LLE as
disclosed in notes 23 and 25, there was a loon U3$7,500,000 due from Ravrinnoe Ol LLP to Vertom Intermnohional
BY under a loan agreement dated 11 Moy 2007 No repoyments have been made in respect of this loan agreement
to date

On 24 June 2009, pursuan! te the amended sale and purchase ogreement mode between the Company, Raviinnoe
BV, Kuat Orguiman, Vertom and Canamens as described in note 15, Ravninnoe O LLP agreed to the assignment
by Vertom to Canamens of 26 2% of the loon recevable of 537,500,000 ond that the loan would be repayable
on a joint demand by Canamens ond Vertom

¢) Transactions with Conamens

As part of the 2 joint ventures entered into by the Group with Canomens in relation to Ravninnoe Oil LLP and
BNG bid LLP details of which are set out in Notes 15 and 22, vanous loons were entered inta

i} Revrinnoe Farm-in

As disclosed in nofes 15, 16 and 30 2 the Group has entered into and completed a farm in with Conamens in
respect of Ravrunnoe Chl LLP

1) BNG Farm-in

As disclosed in note 31 1 the Group has entered into and following the year end completed a two stage farm in
with Canomens Energy BV in respect of BNG Lid LLP

d} Loans in relaton to LGI

As described in note 31 2 Galaz and Company LLP ond LG Internationa! entered into o Focility Agreement of
U5534 4 million pursuant to the SPA entered into on 27 Apnl 2010

303 The Inter-Conditional Agreement

In January 2009, the Company announced a proposed farm-out with Canamens whereby the Compony and
Baversiock together would sell 35% of the BNG Controct area to Canamens in return for o commitment to fund
some of the BNG Contract area work programme costs The proposed fransechon was subsequently amended and
it was agreed between the Company and Baverstock that the Comparny would solely sell in 2 stages 35% of the
Company’s 58 41% interest n BNG bid LLP to Canamens Detals of the transaction are sef oul in notes 22 and 31

In retum for Baverstock retaiing its 40 59% inferest in the BNG Conlract areg, the Campony, Baverstock, the
beneficiol owners of Baverstock including Kuat Oraziman, Eragon, Galoz Energy BV and BNG Energy BV entered
nio an lnter-Condionol Agreement in Cctober 2009 whereby, Baversiock ogreed thal the remamning work
programme funding from the onginal US$100 million funding commument made by the Company to Baverstock at
the ime of the Eragon Acquistion will be US$8 4 million

Further, the Inter-Conditional Agreement restates that Baverstock and (where opplicable) the beneficial owners of
Baverstock continue to be bound by the operotive prowisions of the various agreements entered nto @t the ime of
the Eragon Acquisition including the Baverstock Indemnity referred to in note 23 above

The Inter-Condifional Agreement also deals with the proceeds of sale receved from Canamens and the distnbution
of the loans Under this agreement, the Company and Baverstock agreed that the proceeds of the sale would be to
the beneft of the Company, in return for Baverstock retamning s effective interest in BNG Lid (LP Thus results in the
Company ultimately benefiling from 65% of the US$50 milkon funds invested into BNG Ltd LLP by Canamens

Details of the treatment and repayment of the loans are set out in note 31

Roxi Petroleum plc > Annual Repont and Accounts 2009




70

Notes to the Financial Statements

Conhnued

30

Related party transactions continved

30 4 ADA Option Agreement

On 30 Januory 2008, the Company, Kuat Oraziman ond Vertom Internahional N 'V entered into an eplion
agreement [the “ADA Option Agreement”) which amended, restated and repleced an earher ophion agreement
dated 25 September 2007 Under the ADA Ophon Agreement, Kuat Orazimen and Vertern granted an option lo
the Company to acquire an indirect 50% interest in the Porlicipation interests in ADA Oil LLP and ADA LLP The ophion
nihally expired on 31 March 2008 but this wos extended to 30 September 2008 for consideration of U$$3,200,060
As this ophon wos not exercised and has now expired olt amounts have been provided against in 2008

LG Internahional Corp, which entered into o SPA with Galoz Energy BV in relotion to the purchase ol inlerest in Galoz
and Compony LLP details of which are sef out in note 31 2, has a substanhal inferest 1n ADA Oil LLP and ADA LLP

30 5 Key management remuneration

31
31

Key manogement comprises the directors and details of therr remuneration are set out in note 6

In September 2008 the directors and senior management agreed to deferral of their saianes ond fees untl such
time that the restatement and the refund would not matenally affect the Company’s abilily te contmue to comply
with exising work programme commitments This policy continues throughout 2009 ond 2010

As at 31 December 2009, the omount due to the directors in respect of this deferral wos approximately
U53294,000 (2008 US$100,0C0)

Events after the reporting period
BNG Farm-in
fa) Stage 1

On 15 Jonuary 2009, the Group and Conamens BNG BV (part of the Conamens group) signed a farm out
agreement for BNG Lid LLP This agreement was amended during the year in Aprd, July, September ond December

Under the terms of the restated agreement, Canamens BNG BV agreed to purchase 23% of the equity and 23% of the
loon recevables of BNG Ltd LLF for a tolal consideration of U$$34 million (*Stege 1*) poyoble to BNG Energy BV

Under the terms of the SPA BNG Energy BV 1s required to loan (“BNG Loan 1"} ta BNG Ltd LLP U5$27 milhon of
the praceeds Although this loan 1s provided in full by BNG Energy BV, 23% of the repoyments are required to be
made 1o Canamens This loan was restated on complehon of Stege 2, ( Note 31 1 by, so that 35% of the omount
loaned wos repayoble to Conomens and the remaining 65% being repoycble to BNG Energy BY

As disclosed in note 22, US$19 2 milkon of the purchase considerotion in respect of this Iransaction was received
by 31 December 2009 and 15 accounted for os a current lichility in the balance sheet as the transachon had naot
completed at the balance sheet date As ot 31 December 2009, US$12 2 millien of the purchase consideration
had been advanced by BNG Energy BV to BNG Ltd LLP as port of BNG logn 1

Thus stage of the transoction wos completed on 11 January 2010

(b} Stage 2
Addimonally under the farm out agreement with Conamens, subject ta the completion of Stage 1, Conamens

acquired an option to purchase a further 12% of the equity and the loan receivables (including BNG Lean 1} of
BNG Ltd LLP for o total consideration of US$23,000,000 (“Stoge 2"} payable to BNG Energy BY

On 30 Aprl 2010 Canamens exercised this ophion

Under the terms of the ogreement BNG Energy BV 15 required fo loan (“BNG Loan 2*) to BNG Lid LLP all
US$23 million of the proceeds Although this loan 1s provided in full by BNG Energy BY, 35% of the repayments
are requyred to be made to Canomens with the remaining 65% being made to NG Energy BY
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(c) Impact of Interconditional Agreement

The terms of the restated agreement was conditional upon the Company enienng into the Inter-Condiional
Agreement with Baverstock in October 2009, which wos subsequently opproved by the Company’s shoreholders
at the Genera! Meeting held by the Company on 17 November 2009 This agreement states thot the loan
repayments made to BNG Energy BV will be to the benefit of Roxi Petroleum, for the reason more fully described
in Note 30 3 to these financiol staternents

As detailed in note 30 3 following the completion of Stage 2 above, the Company retains on eflectwe interest in
BNG Lid LLP of 23 41%

31 2 Galaz SPAs
{a} LGI Ferm n

On 27 Apnl 2010 Geloz Energy BY entered into a SPA with LG Internationol Corp (“LGI") for the sole ol 40% of
the equity in Galoz and Company LEP for US$15 6 milhen

As pant of this transachon LGI agreed to provide a lean of U3$34 million to Galaz ond Company LLP Under the
terms of the loan ogreement the first tranche of US$20 million 1s to be apphed as follows

{1 US$8 5 million for the repayment of historical debt ossociated with drilling wells in the North West Kenys field,
(1) US$8 4 million for the particl refinancing of loons due to the Company, and general corporate purposes, and
{w} US$3 1 million for financing the ongoing operational costs

The second tranche of the loan is to be used for investment for ongoing development cosis under the current
work programme

On 12 May 2010, the first ranche of US$20 million under the loan agreement was receved as an advence by
Galoz and Company LLP This cdvance 1s secured over 40% of the equity of Golaz and Company LLP

This transaction 1s subject to Kozakh regulatory approvals

{b} Buyout of 13% of Galaz ond Company LLP residuat partrers

On 21 December 2009, Gulaz Energy 8V entered into agreements with residual Kazakh pariners to purchose o
further 13% interest in Galaz and Company LLP for o total consideration of U533 38 milkon On 18 Moy 2010,
US$1 million was poid in parhal seftlement of the consideration As the consideration hos not been pand in full,
these transachens have not yet completed

{c) Other form in ogreements entered into in 2008 ond 2009

Priar to entering into the above agreements, Galaz Energy BV had entered into agreements with other parties jo form
out or transfer port of its interest in Galoz and Company LLP These agreements were all cancelled dunng 2009

The cancellehon of an cgreement to sell 1 5% of Galaz ond Company LLE was conditional on Galoz Energy BY
returning the purchase consideration of KZT60 million together with @ penally of KZT57 million (US$Q 8 mulhon}
by 20 January 2010 As the amounts were not returned by the due date, the agreement 1o sell 1 5% of Galaz and
Company LLP remains in full force and effect

31 3 Agreement with Ravninnoe Residual Partners

On 20 December 2009, the Compeny together with Canamens entered into an agreement with the Kozokh residual
partners {none of whom ore reloted parties) who together hold o 37 5% nterest in Ravninnoe Oil LLP to focilifate the
continued festing of Ravrinnoe 20, and future operations The deal, m the form of a Sale ond Purchase Agreement,
dated 13 March 2010, sets out the terms of assignment of interest {subject to State opproval) should the Kazokh
partners not be i o posihon fo fund their share of the work programme in the fture, which essentially invelve the
assignment of an iitial 7 5% of their interest in Ravninnoe split equally to both the Company and Canamens, with a
further 15% of their interest being equally assigned once their share of the project funding hos reached US$6 milhon
The total considerahion effectively offered for the 22 5% of the Kozakh Partners share, was US$? million, of which
US$7 5 million will be in the form of loans to Ravrinnoe Onl LLP and US$1 5 milion cash As port of thus transachen
the Group ogreed that Canamens would received 32 5% of any repayments received by the Group 1n resped of the
US$8 5 million lent to Ravrinnoe Oil LLP for the purposes of drlling well 20 (see note 15)
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Events after the reporting period continued

314 Munaily SPA

On 22 December 2008, BNG Energy BV (o wholly owned subsidary of Eragon) and Corporahion BT LLP
signed on SPA for the sale of 58 41% of Munaily Kazakhstan LLP for a total consideration of KZT369,750,000
{(US$3,000,000 ot an exchange rate of KZT120 25 US$1) Of the consideration KZT120,250,000
{approximately US$1,000,000) was poyoble within 3 days Only US$500,000 was receved in respect of this
considerahion and accordingly the SPA had not been completed

On 24 luly 2009, BNG Energy BY entered into o scle ond purchase agreement tor the sole of 59% of Munaily
Kozokhston LLP to Stotus Energy LLP for a lofal consideration of KZT527,555,000 {U5%3,500,000) As the full
considerotion was not received, the SPA has not been completed

On 3 February 2010, the Company has terminated all agreements with third parhies for the disposal of Munaily, due
to default of the purchasers The Company new plans to apply for commereial production epproval fo rehabilitate
the hield n 2010 No octivity 15 planned prior to recewing such on approval towards the end of 2010

31 5 Arawak convertible loan

36

The group entered into a short term loon arrangement with Arawak on 15 January 2010 whereby Arawak

lent US$3 muthon to the company with associoted interest of LIBOR plus 7% percent and repayable on

31 March 2010 The loan had conversion nghts to ordinary shores in the company, convertible at 10p The loan
waos used to finance dnlling costs on Galaz and Company LLP and was repaid on 31 March 2016, together with
the assocoied interest

The U5$5,000,000 convertible loan to the Company from Arawak Energy Lid referred toin Note 23 was repaid
n full on 18 Moy 2010

Financial aid ogreement

As mentioned obove, m January 2010, Arawak prowvided a further loon of U$3$3,000,000 to the compaony

tn order to repay the loan of U5$3,000,000 on time, the group entered into o loan arrangement with Kuat
Orazman on 19 March 2010 for U$3$3,000,000 which was lenf on an interest free basis to Galaz and compony
tLP and used to repay the above disclosed Arawak convertible loan The loan wos repaid io Kuat Oraziman on
12 May 2010

31 7 Exercise of Warrants

318

Arowak Energy Lid exercised its nght to subsenbe for 3 6 million ordinary shares of the Company at o price of
10 pence per ordinary share in occordonce with and pursuant fo the terms of the warrant Arawak’s right was
exercised in two tranches the first 2 million warrants was exercised on 29 March 2010 and o further 1 6 million
warrants was exercised on 31 March 2010 The total consideration recewved for the 3 4 million ordinary shares

1ssued was US5%$530,000

Options 1ssved to Directors

The Company issued a further 2,200,000 opirons to the Company Directors on 15 Februory 2010 os disclosed
in the Remuneration report on page 26 to these consaolidated financial stotements

319 Share 1ssues

As at 31 December 2009, the issued share capital of the Company was of 417,182,165 Since then the
Company haos tssued 3,636,221 shares resulting in the current 1ssued share capval 1o be 420,818,386
ordinary shares

31 10 Loans dve to Kuat Oraziman

The repoyment dates for the loons of US$14,550,000 due to Kuat Oraziman descnbed in Note 23, were omended
and ogreed between parties on 14 Moy 2010 te be extended from July 2010 to July 2011

Roxi Petroleum ple > Annual Report and Accounis 2009




Company Information

Directors, Secretary and Advisers
Mr C Corver {Non-Executive Charman)

Mr D Wilkes {Chief Execuirve Officer)
Mr D McDougall (Executive Technical Director)
Mr K Orozimon {Executive Director)

Mr E Limenck (Non-Executive Director)

Company Secretary
Mr P Puxon

Registered Office
and Business address

468 Lombard Street,
London, EC3V 9L

Company Number
5966431

Nominated Adviser and Broker

Matrix Corporate Capitol LLP
1 Vine Street,
London, W1) QAH

Solicitors
Puxon Murray LLP
68 Lombard Sireet,
Lenden, EC3V 9U

McCarthy Tetrault

5 QOld Bailey,

2nd floor,

london, EC4M 7BA

Chaodbourne & Paorke LLP
43 Dostyk Avenue
Almaty 050010, Kozokhston

Forward-looking statements

This document may contamn torword-loaking stotements that relate ta the Group's plans, objectives, estmotes and goals The Group s business s
subject to numercus nsks ond uncenainties which could cause the Group s actual results and developments to be moterally different from shose
expressed or impled by any of these forward looking statements

Copies of this document are avoilable from the Group's regisiered office - 68 Lombord Street London, EC3V 91} and will be evailable on the

Company § websire

Auditors

BDO LLP
55 Baker Street,
London, W1l 7EU

Share Register

Capito Registrars
Northern House,
Woodsome Park,
Fenoy Bridge,
Huddersheld, HD8 QLA

Public Relations

Buchanan Communications
45 Moorfields,
London EC2Y SAE

Principal Banker

Cihbank Kazakhstan

Pork Palace, Building A,

2nd Floor, 41 Kazibek Bi Str,
Almaty, 050010

Kazokhstan




Almaty office  7th Floor, 152a Karasar Batyrg Street, 050026 Almaty, Kazakhstan
UK office 68 Lombard Street, London, EC3V 9L
Website www roxipetroleum com




