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STRATEGIC
REVIEW

SOCO AROUND THE WORLD
THE COMPANY HAS INTERESTS
IN VIETNAM, THE REPUBLIC OF
CONGO (BRAZZAVILLE), THE
DEMOCRATIC REPUBLIC OF
CONGO (KINSHASA) AND
ANGOLA, WITH PRODUCTION
OPERATIONS IN VIETNAM

Africa
Congo (Brazzaville) Democratic Republic of Congo (Kinshasa)
Marine XI Block Nganzi1Block
Lacation. SOCO nterest Location, SOCO interest:
North Congo Basin, offshare SOCO EPC (29% — Operator) North Congo Basin, S0CO E&P DRC
Congo {Brazzaville) onshore westem DRC {65% — Operator}
Project partners,
Operational phase, Lundin Petroleum (18 75%), Operational phase Project partners
Exploraton/appraisal Ratfia Ol {18 75%), Exploration INPEX {20%), Cohydro (15%)
SNPC (15%), AOGC {16%),
Petrovietnam {8 5%}
Marine XIV Block Block V
Location, S0CO interest; Location, SOCO interest.
North Congo Basin, offshore S0C0 £PC (29 4% — Operator) Albertine Graben, onshore S0CO E&P DRC
Congo (Brazzaville) eastern DRC {38 25% - Operator)
Operattonal phase Project partners: Operational phase: Project partners
Exploration Lundin Petroleum (21 55%), Block evaluation Ophir Energy {46 75%),

Ratfia il (21 55%), SNPC (15%), Cahydro (15%)
PA Resources Congo (12 5%}

02 S0GO International ple
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London
Corporate headguarters

Functions

O Strategic direction

© Operational support

© Financial management

© Public and nvestor relations

Angola

Cabinda Onshore North Block

Location
North Congo Basin,
onshore westemn Cabinda

Operattonal phase
Block evaluation/exploration

SOCO interest:
S0CO Cabinda (17%)

Project partners

Sonangol PAP 20% -
Operatar), China Sonangol
(11%), Petropars (10%),
Tetkoku Oil {17%), Angola
Consulting Resources {10%),
ENI Angola {15%}

South East Asia
Vietnam
Block 9-2'
Location' S0C0 interest
Cuu Long Basin, offshore S0CO Vietnam (25%)
south east Vietnam

Project partners’
Operational phase Petrovietnam {50%),
Field development/production PTTEP (25%)
Block 16-1°
Location SOCO interest
Cuu Long Basin, olishore SOCQ Vietnam {28 5%),
south east Vietnam OPECO Vietnam {2%)
Operational phase Project partners.
Appraisalfhield development / Petrovietnam (41%,
productton PTTEP (28 5%)

1 Operated by the Hoan Vi Jont Opetalng Comgany
2 Operated by the Hoang Long font Operating Comparty

$0CO0 International plc 03
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STRATEGIC
REVIEW
continued

WE CONTINUE TO
APPLY OUR THREE
PART STRATEGY

3.

Realising value

By locking in returns, regardless of
the phase of the project life cycle,
once the Company's capabiity to
add value begins to dminish

To find out how this works in
practice see page 11

50C0 International pic
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1.

Recognising
opportunity

By cultivating relationships and having
early access into regions, projects or
situations where there 1s potential to
create significant upside through the
Company's participation

To find out how this works in
practice see page 07

2.

Capturing potential

By adding the Company's managenal,
technical and commercial expertise
to progress actvities through the
formative stages or through penods
of difficulty

To find outhow this works tn
practice see page 08




STRATEGIC
REVIEW
continued

Recognising opportunity

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

How it works

Vietnam

Formed strategic albance
to gan early entry into
the region

Afrnca

Built large acreage position
around an early focus on
the pre-salt play concept

Net Cash from Operating Activilies

2009
$77 0 tillion
201
390 2 millon

2010
$736 7 million

Yemen

Recogrized the potential for
Increasing reserves through early
focus on Basement play at East
Shabwa Development Area

0G0 International plc
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STRATEGIC
REVIEW
continued

Capturing potential

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

How it works

Vietnam

Managenal and techrical
expertise apphed through
the development of wo
{ields to first oll, on time
and on budget

DR Congo
Farm-down of interest
n the Nganzi Block to
spread nsk and expand
the dnling programme

o8 SOCO International ple
Annual Report and Accounts 2011

Gapital Expenditure 2011
$152 2 million

2009
$73 9 million

2010
$151 9 rnillion

Yemen

Technical expertise led
1o the development of
a significant Basement
play at East Shabwa
Development Area




STRATEGIC
REVIEW
continued

Realising value

By locking inreturns, regardless

of the phase of the projectlife cycle,
once the Company’s capability to
add value begins to diminish.

How it works

Thailand

Disposal of Thaland
mterest for $105 million
i 2010, followang
demonstrated production
and after utiisation of
nikal tax benelits

Vietnam

Commencement of production at
TGT field in Avgust 2011 leads to
amarked increase In revenues
and more opportunity to enhance
sharehalder value than ever before

01l and Gas Revenues
{liom contnung operations)

2011

$234 2 miflon
2010
$48 4 mibon
2008
$69 3 rmillon
Yemen

Disposal of East Shabwa
Development Area interest
for $465 millon n 2008,
{ollowing demonstrated
production history from
proven Basement reserves

$OCO International ple
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STRATEGIC
REVIEW
continued

AUGUST 2011:
TGT PRODUCES FIRST
OIL ON SCHEDULE

Delivering a project as complex as Te Glac
Trang on time and on budget s a credit

to our team, Hoang Long Joint Operating
Company and to our industry partners.

1.8km

between the wellhead
platform and the FPSO

620,000

barrels of il storage capacity

12 S0C0 Intermational ple
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22

months o convert from
oil tanker to FPSO

2 74 metres

from bow to stern
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CHAIRMAN AND CHIEF

EXECUTIVE'S STATEMENT

WE CONTINUE TO APPLY
THE STRATEGY THAT
MADE OUR BIGGEST EVER
PROJECT SUCH A SUCCESS

Right  Rui de Sousa,
Chairman
Lett Ed Story,
President and Chsef E xecutive Officer

Related sections and
more information
Review of
Operations p2 O
Qur Board of
Directors p44
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Dear Shareholders

In August of 2011 we reached another significant
milestone in adding value to our portfolio as we
brought the Te Giac Trang (TGT) field, offshore
Vietnam, into production Revenues, operating
cash fiow and net proiit from ongoing eperations
have all reached record levels, providing the Group
with the financial capability to consinue to seff-fund
foreseeable development expendiiures as well

as to progress and further enhance its

current portioto

Delivenng a project as complex as TGT on time and
on budget s a credit 1o our team, the Hoang Long
Joint Operating Company (HLJOC), the project
operator, and 1o our industry partners This
accomplishment enabled the partnershup to agree
to accelerate the next phase of the development of
the field and Phase il development diling on TGT
got underway from the H4 plaiform in the third
quarter of last year it continues on track with a
further five developmeni wells due on production
dunng he third quarter of 2012

While the focus for 2011 was clearly on TGT, we
also continued with the pnmarily pre-satt focused
exploration programme offshore the Republic of
Congo (Brazzawville), onshore the Democratic
Republic of Congo (Kinshasa) and in Cabinda

Financial and Operating Results

Revenue earned by the Group in 2011 set a record
at $234 2 mdlion compared with revenue from
continuing operations in 2010 of $48 4 million After
tax profit from continuing operations was also at
record levels with a dramatic increase from $12 3

million 1n 2010 to $88 6 millon n 2011 These
histonc figures reflect the onset of production from
the Group's TGT field which produced first ol in
August 2011 The Group saw 2011 out with net
entitlement volumes of approximately 14,700 barrels
of oll equivalent per day {(BOEPD) compared with
approximately 2,600 BOEPD at the end of 2010
Working inigrest production net to SOCO averaged
5,437 BOEPD dunng 2011 compared with 2,257
BOEPD from continuing operaticns in 2010
Additonally, the Company was able 1o benefit from
the record high average ol pnce durng 2011
realising nearly $113 per barrel of ol sold compared
with approximately $84 per barrel n 2010

Cash flows from operating activiiies were up from
$12 4 million on contnuing operations in 2010 to
$90 2 millon reflecting the increased ol production
and realised ol prices Capital expenditures
remained near 2010 levels at $152 2 millon in
2011 compnsing 1he ongoing work ofishore
Vietnam, where the second phase of the TGT
development continues into 2012, and the
exploration programme in the Group's Africa region
where two weils were drilled offshore Congo
(Brazzaville} The Company took advantage of its
significant cash balances by buying 1 5 millon of Hs
own shares Info treasury at a cost of $6 8 million
and repurchasing comvertible bonds at a cost of
$35 6 million

Due to the following factors the early siages of
production from TGT Phase |, continuing work on
the Phase Il development and ancther extensive
exploitation cycle, extensive pre-dnil expendrtures
associated with continued exploration activities,
alang with the expectation of adding several new
ventures during the year, the Board of Direciors are
not recommending the payment of a dividend

2011 Operations Review

South East Asia

Vietnam ~ Block 16-1

Our largest exploration and development project
evolved into a successfuk cash generating asset
almost exactly according to plan The field has now
demonstrated performance in excess of 40,000
barrels of o1l per day (BOPD) with no sigruficant
impact on the main reservorr performance
parameters Although there remain alignment
issues with Petrovietnam over the rapidity of raising




We have a strong balance
sheet and strong forward
financial position.

production levels, the evidence from the field 1s
compelling in support of that agreed by all partners
in the Government approved Field Developmeny
Plan Accordingly, we are confident that full Partner
concurrence of a field production rate of at least
55,000 BOPD will be achieved by Q3 2012

TGT 15 a highly complex field with three main
reservolr honzons — the upper and lower Miocene
5 2 and the Qligocene “C" — with approximately 55
inchwdual producing imtervals Well performance to
date has demonstrated the ability of all wells to
produce ail at high raies with minimal drawdown
and field productivity from the reservoir intervals
perforated 1o date has met or exceeded pre-
development model prognoses Stable flowing
pressures of the imtial producers indicate a strong
level of aquifer pressure support, importantly
deferring the need for water injection Similarly,
intial iInterference tests confirm a high degree
of connectivity wittun the main sands
Clearly we need information from
more than the seven intervals that
have been perforated to date in
the eight producing wells in
order fo obtain the nformation
necessary to estabish the
most efficient and effective
way to fully exploit the field
Thus, 2012 wll be about
accelerating the programme
In step changes in order 0
establish the most efficient
rates at which to drain the field

The Compary's net enitlements
production from TGT averaged
approximately 12,300 BOPD since 1t came
on production on 22 August 2011 Entitlements

preduction was over 40% higher than working
interest production as the contracting partners
recovered those pre-field certification casts
carned on behalf of Petrowietnam

Phase Il wells — bewng drilled from the H4 platform
1n the southern part of the hield — began in the third
quarter of 2011 and continues as at this daie
Praduction érom the H4 platform 1s projected to
commence in July or August of 2012 Fhe
additional capacity prowdes further confidence of
maintaining the plateau rate well into the future

Over the longer term, significant additional
potential remans yet to be confirmed i undriled
and un-appraised fault blocks We are seeking to
accelerate the dnlling of these areas

Vietnam - Block 9-2

Production net to the Company’s working interest
from the Ca Ngu Vang (CNV) field averaged
approxmately 2,283 BOEPD dunng the year S0CO
continues 1o champicn the driling of an addiional
producing well in CNV in order to efficiently dram
the main producing area of the field

To date sales from the CNV field have inchuded
approximately 24,000 milhon standard cubic feet of
gas which 1s sold to PV Gas at effectively a dry gas
sales pncé for use at the Phu My power plant
onshore However, the gas stream from CNV 1s nch
In natural gas liquids which presents an opporiunity
1o improve field revenues through the installation of
offshore separation facilities

Work 15 underway to install a separator and
attendant metenng faciiies on the Bach Ho CPP-3
platform The project 1s estimated to be complete
hy the end of May 2012 and wilt improve allocation
of CNY hydrocarbons within the complex Bach Ho
production facilities At that ime, the CNV pariners
will not only enhance their income stream, but also
have evidence to support attainment of far value
for the gas kquids in the production stream

Afnca

Although we established a large exploration
footpnint in the Congo Basin in order 1o exploit what
we felt was a lack of exploration below the salt
layer 1n the region as evidenced by the lack of
modern sessmic, the resuits to date have not
supported this premise It appears that atthough
imaging below the salt layer was imied, in this
area the pre-sait geology ts more complex than
ongmnally thought

S0CO Internalional pic
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CHAIRMAN AND CHIEF

EXECUTIVE'S STATEMENT

continued

Republic of Congo (Brazzaville)

Two exploration wells were drilted offshore during
2011, one targeting the pre-salt on Block Marine Xi
and the other a commitment well with a post-salt
target on Block Marine XIV Athough neither was
successful, with the pre-sait well not encountenng
suiable reservoir sands and the post-salt well
ntersecting sub-commercial accumulations of
hydrocarbons, evaluation of the results 13 ongoing

A third, post-salt well was postponed so results
from this dnlling campaign could be factored nto
the well plan it 18 expected that the third
exploration well, a posi-salt target on Block Manne
Xl will be dnlled at some future date as an add-on
to other exploration driling programmes planned

In the region

Democratic Republic of Congo

{Kinshasa) (DRC)

The final sub-salt well, one of three dnlled in
the Nganzi concession onshore inthe DRC, was
plugged and abandoned during the first quarter
of 2011 Although encountenng good reservorr
and mature source rocks, none of the wells had
sutficient seai

Additional 2D seismic 1s being acquired over
several post-sall prospects in the Nganz
concession, Including some of those prospects
previously drilled to test the sub-salt play The
seismic programme should be complete by the
middle of the second quarter of 2012 Based on
the interpretation of the seismic data, the partners
will decide whether ar not to engage on a
multi-well post-salt exploration dnifing campaign,
which could commence as early as the fourth
quarter of 2012

Angola

Acquisition of the extensive 2D seismic acquisiiion
programme over the Cabinda North Block A
concession was concluded in 2011 Interpretation
of the data 1s underway, with the expeciation that
a dnlhng campargn could begin by the end of

this year

16 $0CO International plc
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Corporate

Bond Repurchase

Dunng 2011 the Company bought back
convertible bonds with a par value of $35 4 million
representing 14 2% of the $250 milhon converible
bonds that were Issued in 2006 Previously, the
Company redeemed $165 9 million {66 4%)
following the exercise of bond put opiions on

16 May 2010 The remaning $48 7 million of
bonds mature in May 2013

The Board of Directors

As stated in the Annual Report of the Directors
Mr Peter Kingston and Mr Martin Roberis retired
from the Board as Non-Executive Directors of the
Company following the Annual General Meeting
in June Mr Kingston served as Charrman of the
Audit Committee, Chairman of the Remuneration
Committee and as the Company's Sen:or
Independent Director Mr Roberts served as

a member of the Audit and Remuneration
Commuittees The Board thanks Mr Kingston and
Mr Roberts for their significant contnbutions 1o
SOCO Mr John Norton has succeeded Mr
Kingston as Chairman of the Audrt Commiitee

Mr Michae! Johns was appointed as a Non-
Executive Director in June 2011 Mr Johns serves
as the Semior Independent Director, the Chairman
of the Remuneration Committee and 1s a member
of the Audit and Nominattons Committees Mr
Johns has had a distinguished career in fegal
practice with two international law firms and has
extensive expenence in a broad range of practice
areas, including corporate, corporate finance and
energy law Mr Johns graduated from Oxford
Umiversity in 1969 and qualified as a solicitor in
1972 He was a partner at Withers {as it then was)
from 1974 until 1987 and joined Ashurst LLP
(Ashurst) as a partner In 1987 where he was the
Head of the Enesgy, Transport & Infrastructure
Departeent from 2001 untl 2005 Mr Johns
retired from Ashurst in Apnt 2009 and remained
as a consultarit fo Ashuist untl Apnl 2010

From August 2006 until February 2011,

Mr Johns served as a Non-Executive Director

of Aer Lingus Group plc

Gutlook

Commencement of production at TGT means thai
we have more opportunity to enhance shareholder
value than we have ever had before We are
confident that TGT s a world class field There 15
no doubt that it will be a significant contributor to
operating cash flow Whilst geologically complex
and a multi-honizon reservorr, the field 1s
demonstrating excellent performance and recovery
charactenstics We are in discussions with our
partners over how best to further develop the field
We are and will continue to take a very methodical
approach 1o determining the most efficient way to
exploit the TGT field

Having significant cashflow does not mean that
we will abandon applying the methodology that
got us to this pomnt — fiscal discipiing in a
self-funded, predominantly in-house generated
exploration led strategy that resuits in a steadity
increasing valuation of the asset portfolio

We will continue to be an exploration led company
Our 2012 exploration drilling programme 15 light i
relation to our hustoric standards simply because
projects mature at different times Qur exploration
portiolio coniains several high potential projects
and 1t is our intent to continue to add to this

We have delivered the most sigmificant project that
Ihis Company has ever been involved in both on
me and in budget We have a strong balance
sheei and strong forward financial position

We will continue 1 execute the strategy that

made this possible

i Z —
—

RuideSousa
Chairman

@M&%
Ed Story
President and Chief Executive Officer
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Preparation for first production at
TGT was the primary focus for the
first half of 2011. The project was,
by far, the largest development
and production project in the
history of the Company.




REVIEW OF
OPERATIONS

FIRST OIL FROM THE TGT FIELD
WAS THE EVENT OF 2011 THAT
CHANGED THE OPERATIONAL AND

FINANCIAL PROFILE OF THE COMPANY

Above Antorry Mans,
Yice President -
Operations and Production

Refated sections and
more Information

Risk Management p31

Reserves p98
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Te Giac Trang (TGT)'s Phase | production began
on schedule and on budget on 22 August 2011
Current 2012 year-to-date average production 1s
30,424 barrels of oll per day (BOPD)

Total production net 1o the Group's working mnterest
from continuing operations during 2011 was 5,437
barrels of all equivalent per day (BOEPD) compared
with 2,257 BOEPD produced in 2010

South East Asia

Vietnam

SOCO's Block 16-1 and Block 9-2 projects in
Vietnam are located offshore in the all nch Cuu
Long Basin, which is a shallow water, near shore
area defined by several high profile producing ol
fields, the largest of whuch, Bach Ho, 1s located
between the two Blocks and has produced more
than one billion barrels of oil 10 date The projects
are operated thiough non-profit Joint Operating
Companigs (JOCs) wherein each parhicipating party
owns shares equivalent 1o its respective interests in
the Petroleum Contracis governing the projects

The Group's Interests are held through its 80%
owned substdiary SOCO Vhetnam Ltd and through
its 100% ownershp of OPECQ, Inc SOCO Vietnam
Ltd holds a 25% working interest i Block 9-2,
which 1s operated by the Hoan Yu JOC {(HVJOC)
and a 28 5% working interest in Block 16-1, which
15 operated by the Hoang Long JOC (HLJOG)
QPECO, Inc holds a 2% working interest in Block
16-1 SOCO's pariners on both Blocks are
Petrovietnam, the national oif company of Vietnam,
and PTTEP, the national o1l company of Thailand

Production

Te Giac Trang, Block 16-1

The TGT field extends over 15 kilometres along the
northeastern part of Block 16-1 The Block was
awarded to SOCO in December 1999 and the first
discovery on TGT was made n 2005

Phase |

Preparation for first production was the primary
focus for the first half of 2011 The project was,
by far, the largest development and production
project that the Company has ever been involved
in Frrst oil was achieved on 22 August 2011,
Just days from the targeted date set two years
previously, a clear testament to the hard work
invesied in the project by SOCO, 1ts pariners and
the staif of the HLJOC

The first phase of the H1 platform development
dniting programme, which began in 2010, was
concluded in 2011 with the completion of five
remaning development wells, TG1-4F 1o -8P

The TGT-4P well, dniled 1n the southwest area

of the northern fault block encountered the top of
the target reservorr horizon lower than expected
but encountered previously unmapped
hydrocarbons in the Oligocene “C” reservolr

The TGT-5P well, drilled to the northern part of the
figld encountered the main reservolr as expected,
while the TGT-6P, driled to the southern part of
the northern {ault block, encountered the matn
reservoir hugh 1o prognosis The TGT-7P well,
drilled 1o the central area, also encountered the
mam reservorr honzon as predicted although it
encountered a thicker pay section than expected
The TGT-BP well, targeting the central area of the




Vietham

Block 9 2
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Block 161
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H1 2 fault black, near the TGT-1X discovery weli,
was close 1o pre-dnll prognosis

The final stages of preparation for first ol included
the installation of the topsides on the jacket on the
welthead platform on TGT's Hi area and the
deployment of the Armada TGT 1, the floating
production storage and offloading vessel (FPSQ),
which arrived on location in July 2011 The vessel
had undergone 22 months of conversion work by
BAB-VSP. a joint venture between Bumi Armada
Berhad and Vietsovpetro, in the Keppell Shipyard
in Singapore At name plate capacity, the
double-hulled 274 metre vessed is capable of
processing 55,000 BOPD and 75,000 barrels of
water per day and storing 620,000 barrels of ol

The TGT field 15 a complex, stacked sand reservoir
system that 1s vertically extensive with up to 55
reservoir subzones, each requinng tndwidisal
reservowr management to ensure that recovery
from the field (s optimised Prior to the start of
production, reservoir management plans were
agreed involving a sequence, over two to three
years, of selected perforation programmes of
specific hmted subzones within each well To date,
only the initial programme has been underiaken
Baseline reservorr management information
continues to be gathered from these hmited
reservorr intervals Technical meetings, held ai

the end of October with the Biock 16-1 partners,
resulted in the decision to update and modify the

Non-Financial Key Performance Indicators
(Continuing and Discontinued Operations)

Initial reservoir management plan following the
review of the well results and the initial performance
of the wells

Inrbal producticn from wells with perforated
Miocene sands was as expected, as was production
from two of the three wells with perforations in the
Oligocene reservoir However, 10 evaluate the
reservolr sweep within the Qlgocene reservoir more
thoroughly, additional perforations within the
shallow, more productive Miocene reservorr were
not added immediately, which was a deviation from
the onginal agreed plan A revised reservorr
management plan, including reviewing amendments
1o the current 2012 development dnlling
programme, which includes four wells from the H1
wellhead platform, and indiidual well management
plans to achieve plateau production of 55,000
BOPD 18 under review

Well performance to date 1n the H1 fault block area
has demonstrated the ability of all wells to produce
ol at high rates with mintmal drawdown and, with
the exception of wells perferated at or close {0 the
ol water contracts, without significant water
production 1t has coniirmed the presence of a local,
strong aguifer that prowides support to the mamn
Miocene ILBHS 2 reservoir and the secondary
objective of the Oligocene “C* Wall flowing
presstres are very stable, indicating the strong
level of pressure support and the high degree of
connectivity within the main producing reservoirs

2om 2010 2009
Praduction (BOEPD) 5437 4648 8415
Total proven and probable reserve additions {mmboe} - - 34
Praven and probable reserves (mmboe) 1303 1326 1425

See the Five Year Summary on page 96 for definilions
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REVIEW OF
OPERATIONS
continued

Above Gordon Graham,
Group Exploration Manager

Gas export, through a pipeling to the nearby Bach
Ho Facilties for processing and transportation to
shore via the existing pipeline infrastructure for
iurther distnbution, also commenced while the
gas-related process systems are fully tested and
commissioned Peak gas production will be
approxmately 30 million standard cubic feet per day

Phase (I

The Ftetd Development Plan for TGT was approved
by the Government of Vietnam on 30 March 2011
and incorporated the accelerated Phase Il
development programme  Development dnlling
operations for Phase |l commenced n October with
the spudding of the first wel! at the H4 welhead
platiorm by the Petrowetnam Dnlling PYD-1 jack up
dnling g Batch driling of the five wells 1s ongoing
The wells are expected to be completed ahead of
the installation of the production deck and ready for
preduction start up in August 2012

The TGT-9P well, dnlled to the east of the TGT-6X
well, was planned to penetraie the main resesvor
honzons in the wesiern part of the H4 fault block
The TGT-10P well was planned to be drlled to the
H3N fault block north of the TGT-7X well and was
designed to also penetrate across a fault to the
southern part of the H2 fauli block to establish the
exstence of hydrocarbons in an area not cusrently
mapped as ol beanng in the mid-case The third
well, TGT-11P, was the second well in the H4 fauli
block and was to the southern part of the Block
TGT-12P was dnlled 10 the middle part of the H3N
fault block

The Block 16-1 partners have recently agreed the
location of the fifth well, TGT-14P, which will be
dnlled prior to releasing the ng 1o allow the
installaton of the production deck, and final hook
up and completion pnor 1o production start The
well will be targeted to the southwest pari of the
H4 fault block

Ca Ngu Vang (CNV), Block 9-2

The CNV field 15 located in the western part of
Btock 9-2, offshore Vietnam and 1s operated by

the HVJOC First atf was in 2008 and the field 1s
currently producing at approxmately 8,800
BOEPD, compnsing approximately 6,800 BOPD
and 18 3 rmillion standard cubic feet of gas and gas
liquids per day Durnng 2011, CNV production net to
the Company's warking interest has averaged
approximately 2,283 BOEPD

In contrast to TGT, the CNV field produces highly
volatile oll from fractured Basement reservoir with
a high gas to oil ratio and exploitation 1s dependent
on the fracture intercannectivity to efficiently
deplete the reservorr Hydrocarbons produced from
CNV are transported via subsea pipeline to the
Bach Ho central processing platform where the wet
gas 1s separated from crude oil and transported via
pipeling to an onghore gas faciity for further
disinbution The crude oil 1s stored on a floating
storage and offloading vessel pnor 1o sale

Dunng 2011, work commenced $o design,
construct and instalt additional dedicated test
separation and metering facilities on the
processing platform in order to more accurately
measure hiquid and gas production entenng the
Bach Ho facihities from the CNV production
stream The separator was installed n the fourth

Above Vincent Duignan,
Deputy General Manager
Hoang Long & Hoan Yu JOCs

Proven and Probable Reserves

CNV Congo T6T
Vietnam Vietnam
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quarter with the metering equipment expected to
be installed in the first quarter of 2012 with
commssioning expected to be completed by May
2012 The henefii to the Company will be a more
accurate allocation of CNV oll, gas and gas liquids
production within the Bach Ho production systems,
which 1s expected to add up to approximaiely
2,000 BOEPD to the guids stream

Appraisal

Te Giac Den (TGD), Block 16-1

The TGD Appraisal Area encompasses 150 square
kilometres and includes the high pressure, high
temperature discovery well, TGD-1X-5T1, on the
previously designated Prospect "E”, and the
analogous “E” South Prospect This area borders
the southern boundary of the TGT field

An extension period {or the TGD Appraisal Area
was approved by the Government of Vietnam in
May 2011 During the third quarter, approximately
140 km? of full fold 3D seismic data was acquired
over the TGD Appraisal Area The data has been
sent out for processing and interpretation 1$
ongoing to deliver prospectivity maps While the
new seismic has improved the iImage across the
area, the reservoir nsk is bugher and may preclude
dnling A decsion to dnll a well must be made by
the end of the Imtial extension penod, which runs
from 1 January 2011 to 30 Apni 2012 An
additional six months’ extenston will be in effect
{through 31 October 2012} in the event that the
Company elects to drill a wedl

$0CO International ple
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Africa

Congo (Brazzaville)

S0CO holds is interests i the Republic of Congo
(Brazzawille), all offshore in the shallow water
Lower Congo Basin, through its 85% owned
subsidiary, SOCO Exploration and Production
Congo SA (SOCO EPC) SOCO EPC holds a 29%
partictpating interest in the Manne X1 Block and a
29 4% participating interest i the Marine XiV
Block and 1s designated operator of the two Blocks

Exploration

Marme Xl

The ENSCO 5003 rig was contracted and
refurbished dunng the first half of 2011 before
being towed to the Lower Congo Basin to drill the
Mindou Marne 3 (MIM-1) exploration well, which
spudded on 5 September

The MIM-1 well reached a total measured depth

of approximately 3,515 metres on 31 October
without encountening hydrocarbeon bearng
reservor The target reservoirs were carbonates
and sandstone of the pre-salt TOCA and Djeno
formations Palasontology results from the well,
however, suggest that older-than-anticipated
sediments were below the salt Thus, the basal
Vand) sand, producing elsewhere in the area but
previously thought to be too deep to be considered,
has hecome a viable reservorr target A third,
post-salt well was postponed so results from this
driling campaign could be {actored into the well
plan 1t 1s expected that the third exploration well, a
post-salt target on Block Manne X! will be dnlled as
an add-on to ather exploration drling programmes
planned 1n the region

Marme XIV

The Makouala Manne 1 (MKM-1} exploration well
spudded on 19 November 2011 in the Manne XiV
Block The well encountered hydrocasbons in the
Chela, and In the Upper and Lower Send))
formation honzens

Above Jose Sangwa,
Country Manager,
Democralic Republic
of Congo
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The MKM-1 well targeted the post-sali Send)i
Formation reservorr within a four-way dip closed
structure The well encountered hydrocarbons in
beth the pnmary and secondary reservorr targets
However, analysis of the wareline logs ndicated that
the reservorr sands at the location were not as well
developed as predicted and there was insufficient
overall pay thickness for commercial flow raies
The well was subsequently plugged and
abandoned and the ng released Information from
this dnlling campaign will be factored tnto further
dnlling decisions to be taken later this year

Democratic Republicof Congo
(Kinshasa) (DRC}

SOCO holds its interests in the Demotratic
Republic of Congo {Kinshasa) through tts 85%
owned subsidiary SOCO Exploration and
Production DRC Spri (SOCO E&P DRC) SOCO E&P
DRC holds a 65% participating interest n the
Nganzi Block, situated in the North Congo Basin
onshore western DRC, and a 38 25% participating
interest n Block V, 10 the southern Albertine
Graben cnshore eastern DRC SOCO E&P DRC1s
designated operator of both Blocks

Exploration

Nganai Block

The wildcat exploration wefl, Bayingu-1 {BYU-1),
spudded in December 2010 on ihe prospect
previcusly designated as Prospect "H", located in the
sauthern poriion of the Nganzi Block The well
encountered oll and gas shows In both the pnmary
and secondary reservorr targets The reservor sands
at the pnmary Lower Bucomaz target, however,
were poorly developed, whilst the residual nature of
the ol shows In the secondary Chela formation
indicates lack of closure at this location The well
was plugged and abandoned in January 2011

Further evaluation of the Nganz Block incorporating
informaton gathered in the 2010/11 dnlling
programme has been completed and indicates
remaning prospectivity In the Cheta formation

A follow-up 20 sexsmic acquisiion programme
commenced in the first quarter of 2012 Should
seismic interpretation warrant, a second round of
exploration drilling could begin in late 2012 pror to
the end of the inilial exploration penod

Block Evaluation

Block V

The secunty review over Block ¥ in the Albertine
Rift ix the DRC 1s ongoing  The Company's iitial
environmental and social Impact assessment
{ESIA) was submutted to the Groupe d'Etudes
Enwvironnementales du Congo n March 2011 and,
following a pentod of review and consultation with
stakeholders, including various departments within
the Govemment of DRC, a final ESIA was
submiited in May and was later approved An
aeromagnetic and aerogravity survey 1s planned for
2012 wrth a seismic programme over Lake Edward
1o follow The exploration licence was granted by a
decree signed by the Hydrocarbons Miister on

26 October 2011

Angola

Block Evaluation and Exploration

Cahinda Gnshore North Block

S0CO Cabinda Limited, the Company's 80%
owned subsidiary, holds a 17% participating
interest in the Production Sharing Agreement for
the Cabinda Onshere North Block in the Angolan
enclave of Cabinda The Block, which 1$ operated
by Sonangol, covers 1,400 square kilometres and
1s bordered i the north by Congo {Brazzaville) and
in the south and east by the ORC

The seismic acquisition programme that
recommenced in May 2010 was compleled towards
the end of the first half of 2011 Processing of the
data 1s complete and a full interpretation has
commenced, with the expectation that a drilling
campaign could begin by the end of this year
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Financial and operating results for 2041 set
new benchmarks for the Company with record
production, revenue and profits The matenal
difference from previous years 1s a resuft of the
commencement of production from the Group's
Te Giac Trang {TGT) field offshore Vietnam

The Group's net entitlements production volume
m December 2011 was approximately 14,700
barrels of ol equivalent per day (BOEPD) compared
with 2,639 BOEPD for the same period last year
which was derved from the Group's then only
producing asset the Ca Ngu Vang (CNV) field,
oifshore Vietnam

This marked increase n production, along with
the expectation that production is set to increase
further dunng 2012 as the second phase of the
TGT development comes on-stream and gas
separation facilities are installed at CNV, piaces
the Company in a very sirong financial position

at a time of utmost importance in the prevating
economc ervironment  This strength enabled
management to feel comfortable taking advantage
of the negative macro investor sentiment to further
build shareholder value by utihsing surplus cash
balances fo buy back financial instruments
Convertible bonds with a par value of $35 4 milhon
were purchased and cancelled, recognising a gan
and reducing debt and future finance cosis The
Company additionally purchased approximately

1 5 million of 1ts own shares 1 2011 This share
buy back programme has continued into 2012,
bringing the total number of shares acquired to
approximately 2 5 mifion at the date of this report

Income Statement

Operating Results

Revenue from oll and gas production from the
Group's South East Asia production assets in
Vietnam was $234 2 million compared with

$48 4 millon from continuing operations 1n 2010
Thes increase 1s mainly due to the additon of TGT
production wivch commenced on 22 August where
the take exceeded its net workung interest through
cosi recoupment entitlernent barrels associated with
the Group's cost carry of Petrovieinam on Block
16-1, which 15 expected to be fully recouped dunng
the first half of 2012 Worlang interest productton
net to S0CO averaged 5,437 BOEPD during 2011
compared with 2,257 BOEPD in 2010 tn addition,
the average realised o1 pnce Increased to $112 94
per basrel of ol soid in 2011, up from $84 32
derved from continuing operations in 2010

Cost of sales in 2011 was $67 8 milion arsing
from the TGT and CNV fietds compared wath

$12 4 million on continuing operations in 2010
from CNV only Of this ncrease $14 0 milhon 1s
associated with production operating expense of
the TGT field since 1ts start up in August With od
inventary balances low at year end 2011 compared
with 2010, mainly due to the timing of liftings,

the charge to cost of sales in respect of iInventory,
whvch 1s recorded at market value, was $6 2
mifkon compared with a credit of $3 8 milion

in 2010 This ncrease In inventory charge s net

of a reduction 1n opeming ail Inventary entitlement
since 1nception of $10 3 milion Royatties on ol
sales were $10 O millien higher in the year to 3i
December 2011 compared with 2010 due to TGT
oll sales As oil sold from the TGT field in 2011
was sold outside of Vietnam it incurred export duty
amounting to $6 4 million, while all CNV o sales
1n 2011 and 2010 were for the domestic Vistnam
market and therefore were not subject 10 export
duty Finally, depreciation, depletion and
decommisstoning costs (DD&A) were $19 3 million
n 2011 compared with $5 9 million 10 2010,
pnmanty due to ncreased volumes associated
with the TGT field

Operating costs on a per barrel hasis (excluding
DD&A, Inventory movements and sales relaied
duties and royalties) were approximately $9 40

per barrel versus approxmately $6 90 per barrel

in 2010 The prmary difference 1s related to higher




Financial Key Performance Indicators
(Continuing and Discontinued Operations)

2011 2010 2009
Realised oil price per barrel ($) 11294 7566 5570
Operating cost per barrel ($) 942 1241 982
DDR&A per harrel ($) 786 668 544
Basic earnings per share (cents) 264 309 1/3
Diluted earnings per share {cents) 263 254 154

Sea the Five Year Summary on page 96 for definitions

Gontnibutions to Income
{lased on net enhitement volumes)

CHY TGT
2 283 BOEPD 4 445 BOEPD

Significant Components of Cash Cutflow

Repurchase of Purchase of Capital
convertible honds  own shares expenditure
$356 milhon $6 8 million $152 2 mlion

per barrel operating costs on the TGT field with
dedicates production and processing facilities on
the floating production storage and offloading
vessel versus the CNV field where platform
facilities are shared with the Bach Ho field

On a per harre!l entitlement basis DD&A n 2011
was approximately $7 90 per barre!, up from
approximately $715 per barrel from continuing
operations n 2010 due 1o the impact of the higher
TGT DD&A charge due to the tigher development
costs per barrel compared to CNV where the
existing facilities of Bach Ho are being utilised

Adminisirative expenses increased to $9 4 milkon
for the 12 monihs to December 2011 up from $6 9
milhon in 2010 This increase 1s primarly due to
higher payroll obligations, including performance
based bonuses, and a higher proportion of
corporate resources being utiised on searching for
new opportunities

The above factors result in an operating profit
ansing from the Group's continuing production
operatiens for 2017 of $156 9 million versus $291
million from continuing operations in 2010

Non-Operating Results

The increase in other gains and losses in 2011

to $3 3 mihon from $0 9 mfkon i 2010 was
pnmariy due to a hegher gain s 2011 onthe
change In fair value associated with the subsequent
payment amount tied to future ol production from
the Group's divested Mongolia interest A further
gain of $0 3 milion arose on canceliing corvertible
bonds that were repurchased in the year, being the
difference between the farr value of the
consideration paid and the carryng value of the
liabrity component of the cancelled bonds (see
below and Note 23 1o the financial statements)

Although fotal Interest charges have reduced
{ollowing the convertible bonds redemption in
2010, finance costs have increased from $0 5
millron in 2010 to $2 7 million in 2011 as, pnor to
start up of production operaiions in TGT, interest
charges associated with capital expenditure n

TGT were capitalised in accordance with 1AS 23
Borrowing Costs (see Note 4 to the financial
statements) Subsequently all finance costs have
been expensed in the income statement

Tax on continuing operaticns increased from $18 5
mifiion in 2010 to $70 0 milkon n 2011 due to the
ncreased oil sales ansing since the start up of
production from the TGT field The effective 1ax
rate in Vietnam dunng 2011 was 44% compared
with a rate approxemating the statutory rate in
Vietnam of 50% in 2010 as, in 2011 there was a
greater proportion of revenue ansing from
non-taxable income relating to ¢ost recoupment
from Petrovigtnam associated with Block 16-1

As a result of the above factors the Group's profit
after tax 1In 2011 was $88 6 million, up from $12 3
milhon {rom continuing operations n 2010 Basic
and diluted earnings per share on continuing
operations increased from 3 8 cents in 201010

26 4 cents in 2011 and from 3 5 cenis in 2010 to
26 3 cents m 2011, respectively

Balance Sheet

Intangible assets ncreased by $48 8 mullion 1 ihe
year predominantly due to the Group's exploration
activity in Africa and in particular dniling activiy
offshare Republic of Congo (Brazzawille)

Property, plant and equipment increased by

$100 6 milbon mainly associated with the Group's
South East Asia segment where capital expenditure
was focused on the TGT develepment Further, a
decommissioning asset was established during the
year In relation to TGT, along with an associated
long term prowvision descnbed below These capital
additions were partially offset by DD&A charges in
the year

The year end inventory batance decreased from
$16 4 miiion 10 2010 to $10 2 milion 1n 2011 due
10 the reasons descnbed above Trade and other
recevables increased from $24 4 million at year
end 2010 to $79 9 miltion at 31 December 2011
pnmartly due to December TGT oil sales SOCO's
cash and cash equivalents decreased by the year
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end 2017 to $160 1 million from $260 4 million at
the start of the year as the Group utilised surplus
cash balances 1n addition to excess cash generated
from operations fo fund development capital
expenditure and ‘o buy back convertible bands

and shares

The Group's trade and other payables increased
from $45 9 million at the end of 2010 to $49 5
rution at 31 December 2011 reflecting the
ongoing exploration and development programmes
in both Afnca and Vietnam Tax payables increased
from $2 0 million last year end 10 $13 5 milon this
year end consistent with timing of liftings 1n
Vietnam where tax 1s paid on each cargo lifted

As at 31 December 2011, the Group's only debt
was the outstanding convertible bonds with a par
value of $48 7 million, the lability compenent
being $46 6 mullion (2010 - $78 0 million) The
corvertible bonds were 1ssued in 2006 at a par
value of $250 0 milion Dunng 2011 the Company
repurchased convertible bonds i the market with a
par vatue of $35 4 million, at a cost of $35 6
million, representing 14 2% of the $250 million
convertible bonds that were 1ssued in 2006 A gain
of $0 3 milon was recognised on cancelling the
repurchased bonds (see ahove) Previously, the
Company redeemed $165 9 million (equivalent to
Just over 66%) following the exercise of bond put
options on 16 May 2010 The rernaming bonds

Financial and operating
results for 2011 set new
benchmarks for the Company
with record production,
revenue and profits.

30 SOCO [nternational plc

Annual Report and Accounts 2011

mature in May 2013 See Note 23 to the financial
statements for further details

Deferred tax labilities increased to $37 5 million
at 31 December 2011 from $24 1 million year end
2010 many due 1o acceleraied tax depreciation
and other timing differences associated with TGT
tong term provisions refated to the Group's
decommissioning obligations in South East Asia
have increased from $13 1 million at the end of
2010 o $32 7 million due 10 1ncreased provisions
reflecting the installation of faciiies and
development well dniling actiwity on the TGT field
during 2011

Cash Flow

The Group's operating cash flow from continuing
operations increased from $12 4 milkonin 2010 to
$30 2 milton in 2011 mainly dug to the
contribution of production from the TGT field as
described above since start up of production
operations in August Capital expenditures were
similar to last year at $152 2 million, ansing
primanly on the TGT development and on
exploration actvities n Afnca with two wells dnlled
offshore Congo (Brazzaville) Finally, the purchase
of own shares into treasury at a cost of $6 8 million
and the repurchase of convertible bonds at a cost
of $35 & millon meant that the Group's cash
balance reduced by $100 4 milion over 2011

Dividend
Due to the continuing need to finance curvent and
future exploration, explortation and development
projects, the Board of Direciors are not
recommending the payment of a dividend
However, as descnbed above surpius cash
balances were utised to further bunkd
shareholder value by buying back the
Company’s own ordinary shares

Kay Performance Indicaters
S0C0 uses a number of financial and
non-financial Key Performance Indicators
(KP1s) aganst which 1t monitors 1ts
performance Reference 1s made to KPls in
the appropiate section of this Annual Report
and in the Five Year Summary on page 96
where the KPls are defined

Own Shares

The SOCO Employee Benefit Trust (the Trust)
holds ordmary shares of the Company {Shares)
for the purpose of satisfying long term incentive
awards for semer management At the end of
2011, the Trust he!d 4,156,922 (2010 —
4,1566,922) Shares, representing 1 22% (2010 -
122%) of the tssued share capital (see Note 26
{0 the financial statements)

Followng the share placement in 2010 of
28,937,388 Shares at a price of £3 525 per Share,
the Company repurchased 1,497,852 Shares In
2011 at an average cost of £2 903 per Share and
a fotal costof $6 8 millon As at 31 December
2011, the Company held 1,607,852 (2010 -
110,000) treasury Shares, representing 0 44%

of the issued share capital (see Nole 26 to the
financial statements) As of the date of this report
a further 995,235 Shares at an average price of
£2 926 per Share had been repurchased by the
Company

Gomg Concern

S0C0's business activities, its financial position,
cash flows and hquidity position, together with an
outlook of factors ikely to aifect the Group's future
development, performance and position are
discussed above and i the Chairman's and Chief
Executive's Statement and Business Review on
pages 141016 and 18 to 41, respectively The
Group has a strong financial position and based on
future cash tlow projections should comfortably be
able to satisfy 1ts debt obligatons {as set out In
Note 23 to the financial statementis} and continue
In operational existence for ihe {oreseeable future
Consequently, the Directors believe that the Group
i1s well placed to manage 1ts financial and operating
nsks successfully despite the current economic
envivonment and have prepared the accounts on a
going concern basis as described i the Annual
Report of the Diractors on page 49




RISK
MANAGEMENT

HOW WE MANAGE RISK

DIRECTLY AFFECTS
HOW WE DO BUSINESS

Long ierm shareholder value 1s dependent on

the success of the Group's activities, which are
directed towards the search, evaluation and
development of oll and gas resources Exploration
for, and development of, hydrocarbons 1s
speculative and involves a significant degree of nsk
nvolving multiple factors Cntical to ensunng the
ongoing skccess of the Company i applying 11s
three core strategic objectives of recogmising
opportunity, captunng potential and reaising value
I1s the identification, assessment and mitigation of
the various risk factors

Consequently, SOCO has a formal process in place
1o dentrly and mingate nisks apphcable o an
upstream ol and gas business The Board of
Directors has ultimate responsibility for nsk
management with the Audit Commitiee providing
detailed oversight The Board has designated the
Chief Financial Officer as the executive responsible
for the Company's sk management function He is
supporied In this task by the Vice President —
Operations and Production and the Group
Exploration Manager

There 1s an ongong process 1o identify, momtor
and mitigate risk throughout the year with any new
or changes 1o existing rsks considered at each
Audit Commuttee mesting Annually, the Audit
Committee undertakes a ngorous and detaled nsk
assessment wherein the Group's nsk profile,
including the mitigation measures in place 1o
reduce nsk to acceptable levels, is considered This
nisk assessment 1s then presented 1o the Directors
for full Board approval

Risk management and the pancipal nsks and
uncentainties facng the Group are discussed
below Further commentary on these and additional
risks can be found in Notes 3 and 4 to the financial
statements The Group’s nsk management policies
and procedures are further discussed in the
Corporate Governance Report on page 54

Operational Risk

There are inherent nsks in conducting exploration,
driling, and construction operations in the
upstream industry The level of nsk 1s potentially
impacted by harsh geographical condiions and
associated resource availabiity and costs SOCO
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seeks to migate 1ts operational risks through the
application of industry best practice procedures
throughout Iis operations Mitgation may also be
achieved by transfernng risk, for example, by
entenng Into partnerships or farm-outs and by
maintaining mimmum standard industry insurance
The Board of Directors does not believe that it is
practical or prudent to chtan third-party insurance
to cover all adverse circumstances it may
encounter as a result of its ol and gas actmties
However, the Board believes that SOCO's
comprehensive property, conirol of well, casualty,
hability and other policy cover conforms to industry
best practice As such, I1i provides substantial
protectton against 1ypical industry operational risks
The Board believes 1t has struck an appropnate
balance between exposure and coverage

Empowerment Risk

The Group's Internatonal portfolio compnses ol
and gas ventures 1 widespread, often remote
locations with government and industry partners
Conduct of operations requires the delegation of a
degree of decision making to partners, contractors
and locally based persannel As operator in a
project, SOCO can directly influence operations
and decision making Where SOC0 15 a co-venlurer
It seeks 1o maximise its influence through active
particrpation with management, including direct
secondments, and application of internal controt
best practice under a procedural framework

Reserves Risk

As discussed in Note 4 to the financial statements,
the Company uses standard recognised evaluation
techniques to estimate its proven and probable ol
and gas reserves However, such techniques have
inherent uncertainties in their applicaton As the
Company has projects with booked reserves in the
early stages of production or development, upward
or downward revisions to reserve estimates will be
made when new and relevant information

becomes available

Health, Safety, Environment and Social Risks
The Group eperates in an industry sector with
inherent bugh nsks associated with health, safety
and the environment Additonally, it operates in
regions where there 1s a greater nsk of economic

or social Instability and where local attiiudes to rigk
differ compared with nations with more established
or developed economies Accordingly, the Group
may be exposed to specific nsks in refation to
social and environmental factors as well as health
and safety matters, including secunty, and
attempts to mitigate such nsks by actively
engaging with local communities and gevernments,
using speciaist consultants and by maintasning
appropriate policies and procedures Further
detarls of how SOCO addresses these nsks can

be found in the Sustainable Development Report
on pages 36 to 41

Political and Regional Risk

Many of the Group's projects are in developing
countries or countries with emerging free market
sysiems where the regulatery environment may not
be as mature as in more developed countries
There may be a high level of nisk in relation to
comphance with and interpretation of emerging
hydrocarbon law, taxation and other regulations
S0CO seeks to minimise such risks by using
In couniry professional adwisors and by
engaging directly with the relevani
authonties where appropnate Some

of the Group's interests are in

reglons identified as potentially

more suscepiible to business

nterruptions due to the

consequences of possible

unrest The Group assesses

such nsks before beginning

cperations In any particular area

and has deemed ihese nsks

commercially acceptable S0CO

does not currently carry political nsk
Insurance or associated business
Interruption insurance coverage io

mitigate such nsks However, 1t periodically
assesses the cost and benefit of both and future
circumstances may lead the Group to acquire such
nsurance cover

Critical to ensuring the
ongoing success of the
Company is the identification,
assessment and mitigation

of the various risk factors.

Business Conduct and Bribery Risk

SOCO operates both in an industry sector and in
certan countnes where the promotion of
transparent procurement and invesiment policies Is
perceived as having a low prienty and where
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The Directors believe that
the Group is well placed to
manage its financial and
operating risks successfully.
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customary practice may fall short of the standards
expected by the UK Bnbery Act The Group seeks
to mitigate these risks by ensunng that it has
appropriate procedures in place to eiminate bribery
and that all employees, agents and other
assotiated persons are made fully aware of the
Group's policies and procedures with regard to
ethical behaviour, business cenduct and
transparency

Running in parallel with the Group's general risk
management process, the Audit Committee has
established a detalled bribery nsk assessment and
mitigation reporting procedure Bnbery nsks are
monitored throughout the year along with
implementation of procedures 1o mitigate any new
nsks identified

Reputational Risk
The Group operates in locations where social and
environmental matters may be highly sensiiive both
ont the ground &nd as percewved globally This can
potentially lead to a reputational nsk which may
influence vanous Group stakeholders However,
SOCO works closely with all of its stakeholders
including local communities, governments and
non-governmental organisations to ensure that
dunng operations any disturbance 1s mimmised
and that on completion of the Group's activities the
focal population and environment will be feft in, at
least, as good a state as when SOCO first amved
See the Sustanable Development Report on
pages 36 to 41 for further information

Commodity Pnce Risk
The Group does not maintain any fixed
price, iong term marketing contracts
Production 1s sold on “spot” or near
term contracts, with pnces fixed at
the time of a transfer of custody or
on the basis of an average market
pnice Although oil prices may
fluctuate widely, it 1s the Group's
poilcy not 1o hedge crude ol sales
unless hedging 1s reguired to mitigate
financial nsks associated wath debt
fnancing of its assets or o meet its
commitments Accordingly, no price hedging
mechanisms were In place dunng the year

Qver time, dunng penods when the Group sees
an opportunity io flock In attractive oil prices, 1i
may engage in imited price hedging

Foreign Currency Risk

Generally, it 1s the Company's policy to conduct
and manage its business in US dollars Cash
balances in Group subsicianes are pnmanly held n
US dolfars, but smaller amousnts may be held in GB
pounds or local currencies to meet immediate
operating or administrative expenses, of to comply
with local currency regulations The Company may
take short term hedging positions to protect the
value of any cash balances 11 holds in non-US
dollar currencies The Group seeks 1o minimise the
impact that debt financing has on its batance sheet
by negotiating borrowings in matching curencies
The Group's convertible bonds are denorunated

in US dollars

Liqguidity and Credit Risk

The Group carried significant cash balances
throughout the year thereby increasing its exposure
to ligurdity and credit nsk To mibgate these nsks
and to protect the Group's financial position cash
balances are generally nvested in short term,
non-equity Instruments or kquidity funds, not
exceeding three months forward Investments are
generally confined 10 money market or fixed tesm
deposits in major financial nstitutions
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SUSTAINABLE
DEVELOPMENT

SUSTAINABLE VALUE FOR HOST
COUNTRIES, LOCAL COMMUNITIES
AND OUR OWN SHAREHOLDERS

CEOQ’s statement

01 and gas companies have a central role

In today’s global energy supply SOCO
International can be a powerful force for
economic development Through our business,
we create jobs, prowide tramning and skills and
support local gommunities

A successful project can {ransform not only a
company, but also the economic and socral
wellbaing of a host country by contributing 10 its
ability to produce and supply 11$ own natural
resources We recogrise that built info the
heart of this opportunity Is the business
imperatrve to act responsibly

SOCO 1s commutted to conducting our business
in an honest and ethical manner and ensunng
that the health and safety of people and the
protection of the environment remain a
business priority

Our goal 1s to be a positive presence whereby
we bulld sustainable value for the host
countries and local communities, as well as for
our own shargholders That's what we mean by
sustainable development

Ed Story
President and Chief Executive Officer

S0CO International ple
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Our Company

SOCO International 1s an upstream, international
oll and gas explorakion and production company
We are a participating partner in seven ol licences
in Vietnam, the Republic of Congo (Brazzaville), the
Demogratic Republic of Congo {Kinshasa) (DRC)
and Angola

Our core business 1s 1o add shareholder value by

* Gaining access to investment opportunities n
projects or regions early on in the project life
cycle where there 1s potential io create sigmbicani
upside through our participation

+ Applying our managenal, technical and commercial
expertise to progress the project through its
formative stages or through periods of difficulty

* Locking In the investment returns once our
capacity to add value begins to dminish

We currently have five projects in the early phases
of exploration and two projects in the production/
development phase

In underiaking our activities we bring benelils to
society shrough investment in developing countries,
providing stimulus for emerging local economies,
the creation of jobs, iraming for local people,
support for local communities, payment of fees and
taxes 1o host governments and the protection of
the natural environment We call this approach
sustainable development

Because of our exploration activities, our projects
can vary substantially from year to year Qiten
these can be at the earliest stages of exploration
prior 1o the enset of dnlling or production activities

We partner with other bustnesses and host
governments through their national ol companies
This means that our portiolio vanes by

a) our degree of ownership
b) our level of operatorship

Our approach to sustainable development 1s
tarlored to indwvidual projects Where we are the
operator, our influence 1 high Where we are a
minority owner and non-operator, we seek to
influence our partners to integrate sustainable
development into a project

Why sustainable development

1s good far our business

There are two clear benefits for SOCO
from a carefully managed approach to
sustainable development

1 Management of nsks

Exploration and development of hydrocarbons
involves a significant degree of risk We operate in
remote areas thai are often under-developed, we
rely on collaberation with external pariners, and we
may only nvest tor a short ime period at a
particular location A well-managed approach to
our social, environmental and economic
responsibilities 1s itegral 1o good nisk

management SOCO has particular expertise 1n the
management of technical and commercial risks
and we apply these skills to our economic, social
and environmenial responsibilities

2 Realisation of new opportumbties

We want to bunld strong relationships and a
reputation as a good corporate cizen so that
we are welcomed as the responsible pariner of
choice By harnessing our skiits and capabiliies
as a business, and sensitively managing our
operations, we can be a poweriul torce for
susiainable development in the communities 1
which we operate Sustainable development can
also provide a source of competitive advantage
Our commitment 1o local econemies and
investment in communities has helped

SOCO win business around the world




Our approach to sustamnable development
1s tailored to individual projects based on

our degree of influence

How it works

Block Ownership  Operatorship
HIGH Marnne XI: Congo (Brazzawe) 2900% Operator — SOCO
Modferafte degree gﬁ:lf:g;g: Marnine XIV Congo (Brazzaville)  2940% Operator — SOCO
°Wg‘ slé:aint?}e We implement our

influence others

approach to sustainable

davelopment Ngana Block Westem DRC 6500% Operator — SQCO
]
s Block V' £astern DRC 38 25% Operator — SOCO
= B -2: Viet
; Low degrea lock 8-2: Vietnam 2500% Joint Operating Company
E w of Tftlouence Moderate degree
weﬁ;ggam aﬂﬁ"jn‘;‘jﬁe O:\-g';g'e?‘ge Block 16-1 Vietnam 30 50% Jownt Operating Company
minimum standards influence others
are met
Cabinda North Block Angola 1760% Non-Operator
Low
LOwW Degree of ownership HIGH
- . Int ty and
Our Guiding Principle How we integrate sustainable The Code sets out our values of honesty

A Net Positive Contnibution

Our business 1s guided by an
overarching princtple 1o make a
net positive contribution through
balancing the needs for energy
security, economic development,
social ynprovement, and the
protection of the environment

development into our business

Our Guiding Panciple, which 1s set oui adjacent,
Is translated into our policies and systems, it
quides our setection of partners, and 1s realised
threugh our actions on the ground The Company
has established standards for busmess conduct in
three performance areas - ethical, social and
environmental — as well as a comprehenswe
Health, Safety, Environment, Social and Security
(HSESS) management system

The Code of Business Conduct

and Ethies (The Code)

The Guding Pnnciple ts implemented through
the Code, which was oniginally approved by the
Board of Dwectors in 2004 and was most
recently reviewed and updated in 2011

fairness and prometing trust amongst those with
whom we work Where we partner with others, we
seek to work with those who share the same
principles as us

The Code apphes across all our business
operations, including contractors, suppliers, agents
and ot venture pariners 't 1s our policy to
consider environmental, ethical, health, security
and safety cnteria 1n our selection of suppliers

A summary of the Code 1s available on our website

Sustainable development 1s managed day-io-cay
through our HSESS system This forms part of the
training provided for all staff

SOC0 tnternational ple
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SUSTAINABLE
DEVELOPMENT
continued

Governance

Sustainable development at SOCO evolves from year
to year as our business grows and the indvidual
project cycles progress We recognise that this 1s a
long Joumey that won't be perfected overnight
However, our governance struciures ensure that we
constantly learn from our experences and improve
our approach

The Chiet Executive Officer 1s responsible for our
sustainable development performance Relevant issues
are consicered by the Board through a specific item on
the agenda at each meeting

Management of the day-to-day implementation 15
through our country managers, led by the Vice
President ~ Operations and Production The
effectiveness of our nsk management and controls
over our sustainable development programme 15
formally assessed annually and reviewed
penodically by the Audit Committee

Creating economic
wealth, responsibly

Our Approach

Our aim 15 1o ensure that alt of our stakeholders
benefit from our operations and the wealth that we
create We contriibute to the economic development
of the countnes where we operate, and by doing so
build & reputation as a reliable, farr and responsible
company

We apply our technical, managenal and
commercial expertise 10 create jobs In local
communities, provide tranng and technical
asststance, stimulate the local economy, enhance
the capacity of host governments, pay relevant
{axes and governmental fees, generate revenues
from hydrocarbon production, and create returns
for our shareholders

From the imwtial decision to nvest, through to the
management and divestment of operations, we are
guided by an approach to bring economic rewards
10 our stakeholders, safely and responsibly

le
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Safety and Secunty
Our primary responsibility 1s the safety of our
employees and those we work with

Our HSESS Management System includes
procedures and guidelines to secure a planned
approach for ientifying, analysing and managing
occupational risks and ensuring that our personnel
and our contractors have the appropnate
competency jor the task at hand HSESS oyectives
are incorporated into new project actmites along
with specific HSESS training to ensure that HSESS
disciphngs are assimilated into day-to-day activities
Contractors and suppliers are selected on the basis
of their HSESS competency and performance,
alongside commercial, technical quality, business
conduct and other considerations Audits,
Inspections and monitonng 1s applied to key
contractors on a nsked based approach

S0CO0 has adopted a secunty standard that
applies 1o alt SOCO employees, their contractors,
and their families, while working or Inang at any of
the SOCO operational activities worldwide The
standard calls for secumty nsk assessments,
monierng security status and developing
appropnate secunty procedures and plans for
each area and operation

Creating Jobs and Training

One of the biggest benefits our business brings 1s
developing new skills, creating jobs and stmulating
the local job market in developing countries, ofien
some of the poorest parts of the world

The Code 15 applied 10 set cui how we

+ Create employment by staffing as many of
our jobs with the local population as possible,
Including as contractors and suppliers

* Provide training to equip locals with skills that
¢an be useful long after we have left an area

+ Assist host communities, local companes and
governments with technical cooperation and
capaciiy bulding

Our pnmary responsibility 1s the
safety of our employees and those
with whom we weork

During 2011, there were no Lost Time Injunes
(LT18) to our staff in any of our operations
worldwide and the Lost Time Injury Frequency
was nil

In Vietnam, the Te Giac Trang (TGT) development
project as a whole has accumulated 5 3 millon
manhours with no LTs

The Hoang Long and Hoan Vu Jont Qperating
Companies (JOCs}, operators of Block 16-1 and
Block 5-2, respectively, conducted audits and
Inspections over key contractors engaged in the
TGT construction, ¢niing and production operalions

As we reported last year, in February 2011, an
employee of a secunty company contracted by
SOC0 was bnefiy taken hostage in DRC and
was released without harm after two days
S0CO management was kept fully updated at
country and corporate level throughout the
inctdent and received a detalled debnef from
the contractor Soth SOCO and the contractor
carned out ngorous reviews of ther respective
procedures after the ncident and, with the
findings, we remain confident that the respective
procedures are sufficiently robust and adequate
1o 1dentify, reduce and respond o the

nsk exposure

5.3 million

manhours reported at TGT
without Lost Time Inuries (£ T1S)

O LTIs

dunng 2011 i our
operations worldwide




Commitment to Training
and Capacity Building

Duning 2011, SOCO provided professional
traming for 34 local staff from Congo
{Brazzawille) and DRC Courses included geology,
finance management, geolocalisation, 1T and
procurément Sponsorship has also been
prowded for industry through partnerships with
local dniing services providers

In Vietnam, the partners of Blocks 16-1 and 9-2,
excluding Petrovieinam, have commutted to
contnbute an annual total of $300,000 to
training and capactty bulding within Vietnam In
addition, the JOCs reported a total expendidure
of approximately $400,000 towards its staf
training programmes  Staif at all levels of the
organisations paricipated in training aimed at a
broad range of technica) skills and professional
development

Building sustainable
communities

Our Approach

Our success as an intemational business depends
on bullding and maintaning the support of the
local communities where we cperate We take a
long-term approach to listening and responding

1o the needs of our stakeholders, and contributing
1o the development of communities through
tamgeted nvesiments

Stakeholder engagement

Our stakeholders include local communiies
where we operate, host governments and focal
authonties, our employees, contractors and
husiness pariners, and our shareholders and
the investment community

We have a formal process of stakeholder
engagement In place 1o engage local communities
where we operate Thts helps us to better
undersiand the needs of local people Where we
don't directly control an operation, we work with

our partners to ensure that communities n and
around the ragion of our operations are engaged

Our stakeholder engagement process includes

a designated person responsible for local liaison,
setting shared goals and objactives with relevant
community representatives, and ensuring that we
get feedback to review and improve our approach

Community Investment

We have sought io ensure that support for local
communies feature in all of our contracts with host
governments and joint venture companies This
means that we can ensure we are directly involved
In how projects are implemenited on the ground -
and remain accountable for their fulfilment

We see this as an important mechanism to ensure
that the communies where we operate bengfit
from our actmiies ~ because we helieve that
bullging strong communizes in and around our
operations 1s good for the long-term success of

our business In addition, by investing directly In
these communities, we can {arget our contnbutions

£0CO0 International plc
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SUSTAINABLE
DEVELOPMENT
continued

Social programmes in Congo and DRC

Partner Commitment

In Congo, the Manne X1 and Manne XIV partners
commitied $1,350,000 towards social projects
in Congo dunng 2011 Of this, approximately
$383,000 of projects were carmed out dunng
the year, including the provision of potable water
facilities, construction of a school buldings,
renovation of a maternity clinic and endowment
of medical equipment and the sponsorship of a
professional training programme for young
people with dhsabilities Beyond this commitment,
SOCO donated a further $15,000 towards
chantable projects in Congo dunng 2011

In western DRC, the Nganz Block partners have
commutted $150,000 annuat spend towards
social projects Social projects undertaken dunng
2011 inctude the prowsion of potable water wells
and the construction of school buldings in the
Bas Congo region

Addittonal Gommumity Donations

Beyond this commitment, SOCO donated an
additional $30,000 duning 2011 towards
chantable projects in the DRC Donations
included the prowision of a “Hydrafosm” brick
fabncation machine aleng with training, which
has transformed the commonly observed actmity
of making bricks by hand  Following the
programme’s success, SOCO has expanded the
fraining to further communities 1 the area
surrounding Kipholo in the Bas Congo

On Block V, in eastern DRC, SOCO provided
emergency response assistance to local vilagers
dunng an epidemic of cholera
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etfectively to where they are needed most Beyond
the social Investments mandated n our contracts,
we make additional, voluntary contnbutions to local
and regional communities

Protecting the environment

Our Approach

Managing the environmental impacts of our
operations 1$ a key consideration wherever we do
business We always seek to ensure that the local
environment 1S left in at least as good a state as
when we arrived

We stnve to ensure industry best practice
standards are achieved in our projects and we
utthse the experuise of Industry specialists for thrs
purpose from early on in the project life cycle
Detalled Environmental Impact Assessments (EIAs)
are undertaken at each new juncture of a projsct

Because our degree of control vanes between projects,
we taor our approach to the situation on the ground
Where our control is low and a partner operates the
pioject, SOCO nsists that, at a minmum, we meet all
legal and regulatory requrements

Managing our Environmental Performance
SOCO 1s committed to conducting all business
activities In a responsible manner to ensure the
protection of the environment Our obyjective is for
the impact to remain low through continuous
momtonng and responsive action Qur
environmental management system ensures that
our potentizl impacts are identified and assessed
and the appropnate measures are taken so that
these )mpacts are mitigated and minimized We
promote excellence in environmental management
across the project fecycle

« Qur comprehensive Health, Safety, Environment,
Social and Secunty (HSESS) management
syslem identifies relevant nsks, responsibilities,
measurements, monitonng and responses across
the whote lifecytle of a project, including with
supphers and business partners

* ElAs are carned out at alf locations prior o
any exploration actvities and at new pnctures
of a project

* Although there have been no major
environmental incidents in any of SOCO's
operations, an Emergency Management Plan is
In place in the event that any incident does occur

« Audits and snspections are carried out over all
key contractors

+ Clmate change 1s a key considesation in the
management of our ervironmenta’ performance
Although our impacts are low relative to our sector,
we seek to implement best practice standards to
reduce Scope 1 emissions

Environmental Performance i 2011

There were no major environmental incidents at
any of our operations during 2011 The most
matenal change n our environmental Impacts
dunng 2011 occurred when the TGT offshore field
in Vietnam came on-stream as planned in August

Last year, we set out two of our targets for
envwronmental performance

« Environmental certification for the TGT field
In NMovember we achieved certification in EIA
Compliance 1ssued by Vietnam's Ministry of
Matura! Resource and Environment for TGT
Production Working with our partners, we
identified this as the most suitable, international
certification standard for the project
Accordingly, the JOC 1s not pursuing the [SC
14000 environmental certification referred to in
last year's targets !n addition, the floating
production storage and offoading vessel (the
Armada TGT) recewved s International Qi
Pollution Prevention Certificate i July 2011,
1ssued by the Amencan Bureau of Shipping 1n
Singapore

= Restoration of the Ngana dnlhng sites
Two driliing sites (KNY-1 and BYU-1) in the
Nganzi Block have been fully restored with
engagement with local communities and
authonties regarding their final use
Restoration at the third site 1s underway




Environmental Processes in Vietham

At Blocks 16-1 and 9-2, the JOCs have processes
whereby all wastewater and sewage 15 treated prior
to discharge Sold waste 1s collected, segregated
and transported io shore in compliance wath the
Vietnamese Hazardous Waste Management
legslation We use an authonsed contractor for
waste disposal services, Including segregation

and recycling where possible.

Scope 1 Emissions

Notwithstanding two producing oil fields, the
JOCs seek to minimise Scope 1 emissions by the
technical processes involved On the Ca Ngu
Vang field, a contained process i1s utilised which
transports hydrocarbons via a subsea pipeline to
a processing platform, enabling fugitive
emissions to the ar and water to be minimised
In the case of TGT, Scope 1 emissions are
minmised by recyeling produced gas into the
production process as gas Iift and through
exporting gas to a processing platform for
onward sale

Further information 1s avaslable on our website

www.socointernational.com

Block V, DRC and
Virunga National
Park (ViNP)

By planning and conducting our
operations responsibly and by
engaging constructively and
transparently with our key
stakeholders, our am

1S to be a positive presence in
each region that we operate

Block V was designated for ol

exploration by the Government of

DRC {DRC), and awarded to SOCD

in 2010 DRC retains a 15% interest

in the Block which is of high interest to
stakeholders as ! encompasses a seciion of
ViNP, including principally Lake Edward and the
savannah area 10 1ts south, but specifically
axclucing the enfirety of the Mountain Gorllia
hatitat Impacts of war and cvil conflict remain a
pnmary threat to VINP and classify it as a site In
danger We continue to believe that responstbly
conducted commercial activties can join the
conservation community in concerted efforts 1o
reduce these threats

Any actiity approved by DRC and ultimatety
conducted must be designed to mimmise any
effects on the species and habitats of the specific
area that may be impacted

In 2011, environmenta! and social impact
assessments were completed and approved,
following a consuitatron process across a iull
spectrum of concemed stakeholders which has
included as example

* local viltagers on the banks of Lake Edward,
where we are committed to a social programme
amed at addressing specific needs identified in
consultation with the community,

« VINP officials and rangers, where we have held
discussion forums, consulted with Groupe
d'Etudes Environnementales du Congo on
evaluation of the assessmenis and enitered into &
cooperation agreement with the Congolese Wildlife
Authonty ({CCN) to ensure ongoing monitonng and
support of VINP duning our involvement,

We can confirm confidently
we will never seek to have
operations in the Virunga
Volcances or the Virunga
equatonal rainforest.

+ high tzvel DRC Government officials, including
evaluation meetings with the Minister of
Environment and his cabingl, who granted an
emironmental acceptability certificate for
proposed aenal surveys, as discussed below

An Environmental Monstoning Comimitiee has been
established for the specific purpose of montloring
ol actmties In addition to commitments under the
Block V license, SOCO has provided an official
commitmen letter for rehabihtation

Actities currently contemplated include scientific
research studies compnsing aenal surveys over
Lake Edward Depending on the results, and
following appropnate consultation, consideration
will be given, poientially In the third quarter of 2092
10 the conduct of further scientific studies
comprising a compressed arr, non-explosve
seismic acquisition on Lake Edward Other
operators have conducted similar activiies on Lake
Albert, as well as other portions of the Alberine
Aift No operations have commenced and no
dnlling has been planned at the time of winiing
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The Board’s role is to provide
entrepreneurial leadership and
develop strategy, values and
standards while maintaining
prudent and effective controls
to assess and manage risk.




BOARD OF
DIRECTORS

A PROVEN TRACK
RECORDWITHA
DIVERSITY OF
EXPERIENCE AND
INSIGHT

Ruide Sousa

Title, age Non-Executive

Chairman, 56

Appotntment date July 1999

Committee membership

Nominations Committee

(Chawrman

Background and relevant

expenence’ Ru de Sousa has
approximately 30 years' experience in the energy sector He Is
currently a director of Quantic Limited and the President of
Quantic Mining

Michael johns

Title, age* Non-Executive and
Senior Independent Director, 64
Appomtment date. June 2011
Committee membership
Remuneration {Chairman}, Audit
and Nominations Committees
Background and relevant
expernience Michael Johnsisa
solicitor by profession with over 35 years' expenence as partner at
international law firms Until bus retirement in 2009, he was a
partner at Ashurst LLP, where he specialised in a broad range of
practice areas including corporate, corporate finance and energy
law and was Head of Energy, Transport & Infrastructure Michael
was previously a partner at Withers for 13 years and more recently
has served as a Director of Aer Lingus Group ple
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EdStory

Title, age. President and Chief
Executve Officer, 68
Appomtment date Apnl 1997
Committee membership
Nomtnations Commuttee
Background and relevant
expenence. Ed Story has over
40 years’ expenence in the ol
and gas industry, beginning with
Exxon Corporation, where he held various positions including seven
years resident in the Far East He was formerly the Vice Prestdent
and CFO of Supenor 01l Company, a co-founder and Vice Chatrman
of Conquest Exploration Company and a ce-founder and President
of Snyder Oil Corporation’s international subsidiary Ed was a
non-executive director of Cairn Energy PLC until 2008 and 1s
currently a non-executive director of Cairn India Limnted

Roger Cagle

Title, age, Executive Vice
President, Deputy CEO and Chief
Financial Officer, 64
Appomtment date, Apnl 1997
Committee membership. None
Background and relevant
expenence’ Roger Cagle has
over 35 years of expenence In
the o/l and gas industry including succeeding positions of
responsibility with Exxon Corporation and senior management roles
with Supenor Oil Company He was formerty the Chuef Financial
Officer of Conquest Exploration Company and the Chief Financial
Officer of Snyder Ol Corporation’s intemattonal subsiciary Rogeris
also a non-executive director of Vostok Energy Limited

Olivier Barbaroux

Title, age Non-Executive

Director, 56

Appointment date, Juty 1989

Commttee membership, None

Committee advisorship

Remuneration and Nominations

Committees

Background and relevant
expenence Olivier Barbarou has over 20 years' expenence n the
energy and utiities sector He was the Charman and CEQ of Dalkia
and a member of the Executive Committee of Veola Environment
untl 2011 Formerty, he was the Managing Director of Compagrue
Generale des Faux, President and Chief Operating Otficer of Vivend
Water S A, the Head of the Energy Sector of Panbas and the Chief
Executive Ottficer of the oil and gas production and exploration
compary Coparex International




RobertCathery

Title, age' Non-Executive

Director, 67

Appomtment date June 2001

Commttee membership: None

Commuttee advisorship

Remuneration and Nominations

Committees

Background and relevant
experience Robert Cathery has over 40 years of City expenence
He was formerty the Managing Director and Head of Oil and Gas at
Canaccord Capital {Europe) Limited, Head of Corporate Sales at SG
Secunties {Lendon) Lid , director of Vickers da Costa and director of
Schroders Securities Robert s also currently a non-executive
director of Vostok Energy Limited, Salamander Energy PLC and
Central Asia Metals Limited

Ettore Contini

Title, age, Non-Executive

Director, 37

Appointment date December

2001

Committee membership None

Background and relevant

experence Ftiore Contini was

formerly a director of Energia E
Servize SpA and an asset manager in the private banking division of
Banca de! Gottardo Ettore 1s currently afso a director of Eurowalt-
Commerce

Anténio Monteiro

Title, age, Non-Executive

Drrector, 68

Appointment date June 2009

Committee membership: Audit,

Remuneration and Nominations

Commitiees

Background and relevant

expenence, Ambassador
Antonio Monteiro has over 40 years of expenience with the
Portuguese Ministry of Foreign Affairs, including as Foreign Minister
of Portugal, and with mternational organsations, including as UN
High Representative for Elections in Cote d'lvore and as a member
of the UN Secretary-General's Panel on the Referenda in the Sudan
He was formerly the Ambassador of Portugal to France and the
Permanent Representative of Portugal to the United Nations, where
posts included being President of the Secunty Council and of the
Secunty Council's Comrmuttee established by Resolution 661 (1980}
Antonio 1s currently also Chairman of the Board of Directors of the
Portuguese Bank Milenium BCP (Banco Comesaial Portugués), a
non-executive member of the Board of the Angolan Bank BPA
{Banco Privado Atlantico), President of the Luso-Brazdian
Foundation Curator's Council and a member of the Faculty of
Human and Social Sciences’ General Counctl of the Universidade
Nova de Lishoa

John Norton

Title, age Non-Executive
Director, 74
Appointment date' Apnl 1997
Committee membership: Audit
Committee (Chairman)
Commuittee advisorship'
Nominations Committee
Background and relevant
expenence John Norton Is a Chartered Accountant by profession
and was a partner at Arthur Andersen, heading the ol and gas
practice in Europe, the Middle East and Africa, until tus retrement in
1995 John was formery also a member of the Oil Industry
Accounting Commuttee and a director of the Arab-Bntish Chamber
of Commerce

Mike Watts

Title, age. Non-Executive

Director, 56

Appomtment date, August

2009

Committee membership. Aud,

Remuneration and Nonunations

Committees

Background and relevant
expenence Dr Mike Watts Is currently the Deputy Chief Executive
of Cairn Energy PLC and has over 30 years' experience in the oll and
gas mndustry He was formerly the CEQ and Managing Director of the
Amsterdam listed Holland Sea Search, which was acquired by Cairn
Energy PLC in 1995, and has held senior techrical and management
roles with Premier, Burmah and Shell
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ANNUAL REPORT
OF THE DIRECTORS

HOW THE DIRECTORS
ENSURE THE COMPANY
OPERATES TO THE
HIGHEST STANDARDS

Above Gynthia Cagle,
Vice President - Finance
and Gompany Secretary

The Directors present therr annual report, along
with the audited financial statements of the Group
for the year ended 31 December 2011 The
Corporate Governance Report on pages 51 10 58
forms part of this report

A Prmaipal Actwvity and Business Review
The Group's principal activity 15 ol and gas

exploration and production The Group has its
headguarters in London and has ol and gas
Interests in Vietnam, Republic of Congo
(Brazzawille), the Democratic Republic of Congo
(Kinshasa) and Angola The subsidiary
undertakings pnncipally affecting the profits or net
assets of the Group are listed In Note 17 to the
iinancial statements

Information futfiling the requirements of section
417 of the Comparnies Aci 2006 (the 2006 Act)
and paragraph 4 1 8 of the Disclosure and
Transparency Rules of the Financial Services
Authonty {DTRs) can be found withm the reports
descnbed below, which are incorporated into this
repoit by reference A review of the performance
and development of the Group's business durnng
the year, its position af the end of the year and ts
future prospects is contained in the Chairman and
Chigi Executive’s Statement on pages 14 to 16, the

Review of Operations on pages 20 to 26, and the
Financial Review on pages 28 to 30 The pnncipal
nsks and uncertainties facing the Group are set out
In the Risk Management report on pages 31 10 34
and, in respect of the prncipal financial nsks and
uncertainties, n Nodes 3 and 4 to the financial
statements As set out In the Sustainable
Development Report on pages 36 to 41, which also
forms part of this report, SOCO 1s commuited to
high siandards of corporate responsibiity The
financial and non-financial key performance
indicators (KPIs) used by management are set out
on pages 21 and 29, and are summarnised along
with pertinent definitions in the Frve Year Summary
on page 96 The KPis adopted n respect of
personnel, health, safety and environmental
measures reflect the small staff size and relatively
small size and scope of projects directly operated
by the Company Additional KPls will be developed
for reporting on these areas at an appropriate time
In the evolution of SOCO's operaiions Information
about the use of financial Instruments by the
Company and the Group ss mcluded in Note 2{n)
and Note 23 to the financial statements

p Resuits and Dividends
The audited financial statements for the year
ended 31 December 2011 are set out on pages 72
10 97 The Directors mntend to devote the Group's
cash resources o its exploration and development
activities and, accerdingly, are not recommending
the payment of a dividend {2010 — Enil)

C Directors

The Directors who held office dunng the year,
and the dates of ther cument service contracis or
letters of appointment, which are avatable for
nspection, are hsted in the table on page 48 All
Directors held office throughout the year except as
noted in the table Relevant details of the Directors,
which include their Committee memberships, are
set out on pages 44 10 45 Further details of
Directors, their interests in the shares of the
Company, their interests in any contracts relating to
the Company's business and Directors’ coniracts
are Included in the Directors’ Remuneration Report
on pages 59 to 67 Directors of the Company are
appomted erther by the Board or by shareholders
under the terms of the Company's Articles of
Assocration The business of the Company Is
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Directors Holding Office during 2011

Date of Contract
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Annual Repost ang Accounts 2011

Denotes those determned by the Board to be independent
Non-Executive Drectors as destaibed in the Corporate Governance
Report on pages 51 to 58

managed by the Directors who may exercise all
powers of the Company subject to the Articles of
Association and law

pages 51 1o 58, and 1n parbicular i respect of eath
Director’s continued independence and the
relevance of tenure The Board has given full
consideration to the balance of skills, knowledge
and unique breadth of expenence on the Board and
the manner In which each of the Directors
contributes to that balance In particular, the Board
has considered the value of continuity of
leadership, and these factors have been weighed in
consideraticn of succession planning and the need
to refresh Board and Committee membership The
Chatrman, having given consideration 16 the results
of the Board's formal evaluation process and other
relevant factors, 1s satisfied that the Non-Executive
Directors contnue to demonstraie the commitment
level approprate and to be effective in fuliilment of
the responsibilities of the role

The Non-Executive Direclors’ fees, and SOCO's
process for seiting those fees, are set out In the
Directors’ Remuneration Report on pages 59 to 67
SOCO prowides liability insurance for its Directors
and officers The annual cost of the cover 1s not

matenal to the Group The Company’s Articles of
Association allow it to prowide an indemnity for the
benefit of its Directors, which 1s a qualifying
indernnity provision for the purpose of section 233

Rui € de Sousa 120799 |n accordance with the Company's Articles of of the 2006 Act
Association, Directors are subject 1o reappointment
Peter E Kingston* 14,05.97 at the {irst Annual General Meeting of Shareholders p Suppher Payment Policy
Deputy Chiasman and Senies ndependent Difestos {AGM) foflowing appointment by the Board, and at SOCO's policy 1s to settte the terms of
least every three years In accordance with the payment with suppliers when agreeing the terms of
Michael C Johns* 23.06 11 provisions of the UK Corporate Governance Code, each transaction to ensure that suppliers are made
Appored Semor independert Orector 23 08 11 all Directors will retire at the forthcoming AGM and  aware of and abide by the terms of payment As
Qlvier M G Barbaroux* 1207 99 offer themselves for reappointment, being ehgible the Company 1s a holding company, 1t has no trade
14 05.97 and having been recommended for reappointment  creditors and accordingly no disclosure can be
by the Nomations Cominittee macle of the year end creditor days
Robert M Cathery* 1906 01
Ettore P M Contini 111201 The reappoc;gémbintlhof gac?lerector :js 1 E I(}tfmtnhutmns e C obal
recommen e Board in consideration nformation regarding the Company's glo!
Antonio V Monteiro* 1006.08 o the results of ther Individua) evaluation and chaniable programmes, which are principally
John C Norton* 14.0597 demonstrated continued satisfactory performance,  carried out in the countries where the Group has
. commitment and effectiveness The Nominations operations, 1s contained in the Sustanable
Martin J D Roberts 0609 04 Committee carefully considered its Development Report on pages 36 to 41 The
recomimendations regarding these reappointments  Company's policies prohibit poliical donations
Edward T Story 1405 97 with regard to the policies and processes set out in
Michael J Watts* 21 09.09 more detail in the Corporate Govemance Reporton ¢ Share Capital

Details of changes 1o share capital in the
period and detalls regarding purchase of the
Company's own shares into treasury are set out in
Notes 26 and 33 to the financial staterments,
respectively The Directors believe that acquisiiion
of the Company's sharas represented good value to
shareholders, and will enhance earmings per share

The Company currently has one class of share n
Issue, ordinary shares of £0 05 each, all of which
are fully paid Each ordinary share in 1ssue carries
equal nghts including one vote per share on a poll
at general meetings of the Company, subject to the
terms of the Company's Articles of Association and
law Shares held in treasury carry no such rights
for so long as they are held in treasury Yotes may
be exercised by shareholders attending of
otherwse duly represented at general meetngs
Deadlines for the exercise of voting nghts by proxy
on a poll at a general meeting are detaled in the
notice of meeting and proxy cards 1ssued In
connechon with the relevant meeting Voting nghts
relating to the shares held by the SOCO Employee
Benefit Trust are not exercisad The Company’s
Articles of Assocration may orly be amended by a
resolution of the shareholders




No shareholder, unless the Board decides
otherwise, 1s entitled to attend or to vote either
personally or by proxy at a general mesting of o
exercise any other nght conferred by being a
shareholder it he or she or any person with an
interest In shares has been sent a notice under
section 793 of the 2006 Act (which confers upont
public companies the power to reguire information
with respect 10 mierests in their voting shares) and
he or she or any interested persen falled to supply
the Company with the information requested wathin
14 days after delivery of thai notice The Board
may also decrde that no dividend 15 payable in
respect of those default shares and that no transter
of any default shares shall be registered These
resinctions end seven days after receipt by the
Company of a notice of an approved transfer of the
shares or all the intormation required by the
relevant section 793 notice, whichever is earlier
The Directors may refuse to register any transfer of
any share which 1s not a fully-paid share, although
such discretion may not be exercised \n a way
which the Financial Services Authonty regards as
preventing dealings in shares of that class from
taking place on an open or proper basis The
Directors may likewsse refuse any transfer of a
share in favour of more than four persons jointly

The Company 18 not aware of any other restrictions
on the transfer of ordinary shares i the Company
other than certain restrictions that may from time
to tme be imposed by laws and regulations {for
example, insider trading laws}, and pursuant 1o the
Listing Rutes of the Financial Services Authonty
whereby certain employees of the Company require
approval of the Company to deal in the Company's
shares

Substantial Shareholdings

The Company 1s not aware of any agreements
between shareholders that may resuit in
restnclions on the transfer of secunties or voling
nights Resolutions will be proposed at the 2012
AGM, as 1s customary, to authorise the Directors to
exercise all powers 10 allot shares and approve a
limited disapplication of pre-empt:on nghts Further
information regarding these resolutions 1s set out In
the circular 1o shareholders accompanying this
Annual Report and Accounts A resolution will also
be proposed at the 2012 AGM, as Is also
customary, to renew the Directors' existing
authonty to make market purchases of the
Company's ordinary share capita, and to bmit such
authonty to purchases of up 1o 34,069,945
ordinary shares of £0 05 each, representing up to
approxmately 10% of the Company's issued
crdinary share capial (excluding treasury shares)
at 13 March 2012 Shares purchased under this
authonty may either be cancelled or held as
treasury shares

Substantal Shareholdings

As at 13 March 2012, the Company had been
notified, in accordance with the DTRs, of the interests
In the rssued share capital of the Company as set out
In the table below

Auditors

Aresolution to reappoint Delortte LLP
(Deloitie) as the Company's auditors will be
proposed by the Diectors at the forthcoming AGM
Deloitte also provide non-audit services to the
Group, which are set out in Note 9 to the financial
statements All non-audit services are approved by
the Audit Committee The Directors are currently
satisfied, and will contnue to ensure, that this
range of services Is delivered in comphance with

tssued Shares
Name of Holder Number % Hetd
Pontoll Intertrade Limited 80,862,132 2393
BlackRock, Inc 34,022 486 1007
Chemsa Ltd 24,318,600 iz
Edward T Story 12,856,794 380
Legal & General Group Pl 11,892,856 352

the relevant ethical guidance of the accountancy
profession and does not imparr the judgement or
independence of the auditors Each of the Dwectors
at the date of approval of this report confirms that,
50 far as he 1s aware, there Is no refevant audit
infermation, beng information needed by the
auditors In connection with prepanng their report,
of which the auditors are unaware Each Director
has taken all steps that he ought to have taken,
having made such enquines of his fellow Directors
and the auditors and taken such other steps as are
required under his duties as a Director, 10 make
tumself aware of any relevant audit information and
to establish that the auditors are aware of that
information This confirmation is given and should
be interpreted in accordance with the prowsions of
section 418 of the 2006 Act

Gotng Concern

It shoufd be recognised that any consideration
of the foreseeable future Involves making a
Judgement, at a particular point In time, about
future events which are inherently uncertan
Navertheless, at the time of preparatton of these
accounts and after making enquinies, the Directors
have a reasonable expectation that the Group has
adequate resources fo continue operating for the
foreseeable future For this reason, and taking into
consideration the addiional factors in the Financial
Review on pages 28 to 30, they continue to adopt
the going concern basis in preparing the accounts
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§ Directors’ Responsibilibes for
the Financial Statements

The Directors are responsible for preparing the
annual report and the fnancial statements in
accordance with applicable United Kingdom law
and International Financial Reporting Standards as
adopted by the European Umon both for the Group
and the Company

The Direstors are required to prepare financial
stalements for each financial year that give a true
and fair view of the financial posiion of the
Company and of the Group and the financial
performance and cash flows of the Group for that
period In preparing those accounts the Directors
are regurred to select swtable accounting policies
and then apply them consistently, present
information and accountng policies n a manner
that provides relevant, reliable and comparable
information, and state that the Company and the
Group have complied with applicable accounting
standards, subject to any matenal departures
disclosed and explained in the accounts

The Board seeks to
strike an appropnate
balance between
continuity of experience
and succession,

50 S0CO international plc
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The Directors are responsible for keeping proper
accountng records which disclose with reasonable
accuracy at any time the financial position of the
Company and the Group and enable them to
ensure that the accounts comply with relevant
legislation They are also responsible for
safeguarding the assets of the Company and the
Group and hence for taking reascnable steps for
the prevention and detection of fraud and other
irregulanties

The Directors are responsible for the maintenance
and integrity of the corperate and financial
information included on the Company's webstte
Information published on the internet Is accessible
In many countries with different fegal requirements
Leg:slation (n the United Kingdom governing the
preparation ang dissemmination of financiat
statements may differ from legislation in other
junsdictions

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

{a) the financtal statements set out on pages 72 to
95, which have been prepared in accordance with
applicable Umted Kingdom law and international
Financial Reporting Standards as adopied by the
European Union, give a true and fair view of the
assets, habites, financral position and profit of the
Company and of the Group taken as a whole, and

(b} thus Directors' Report, including each of the
management reports forming part of it, includes a
farr review of the development and performance of
the business and the position of the Company and
the Group taken as a whole, together with a
descnpbon of the prncipal nsks and uncenanties
that they face

By order of the Board
13 March 2012

Cynthia Cagle
Company Secretary
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CORPORATE
GOVERNANCE

HOW WE FULFIL OUR
COMMITMENT TO
THE UK CORPORATE
GOVERNANCE CODE

Dear Shareholders

t am pleased to present this introduction to

our 2011 Comporate Governance Report (the

CG Report), which describes how we have
Iimplemented and applied the principles of the
UK Corporate Governance Code (the Code}
S0C0 1s committed to the highest standards

of governance, and we welcome the
recomimendations of the new Code In particular,
the annual re-election of all Directors was
implemented at the last Annual General Meeting
of Shareholders (AGM), gving shareholders the
opportunity to examine the contributions and
contnued effectiveness af each Director

Our 2011 Board evaluation was extemally
faciitated in thus first year following the Code
recommendation for external faciitation at least
once every three years The Directors expressed
an appreciation for the fresh perspective and
new insight brought about by the externally
fachtated process The facilitator’s report
indicates that the Directors consider the Board
to be effective and are satisfied with the manner
in which the Board carmes out its role Being
altentve to self-criicism, the evaluation process
was utilised to identify areas where the
effectiveness of the Board might be improved
The CG Report seeks to describe how we intend
1o benefit from this process

The independence of Directors was identified as
amatter aganst which the external facintator
would apply particular scrutiny The facilitator
reported that each Director expressed, in
confidence, the strong belief in the continued

independence of their fellow Directors This
included, in particular, the Board's long tenured
Directors, who are believed to bring a valuable
qualty and effectiveness to the Board as a
whole The CG Report sets out full detarls of the
processes we undertake to ensure Director
mdependence Is retained and how the Board
seeks to balance the benefits of expenence and
refreshment Addtionally, the CG Report
describes changes to the Board's Committee
memberships, which are intended to provide full
participation of its newest Directors and to allow
them to henefit from the expenence of former
Computtee members

The 2011 Board evaluation additionally identified
diversity as a matter for increased scrutiny in
consideration of the announced mtent to revise
Code provisions addressing this The Board
recognises the benefits of diversity and has
established gender diversity n particular as

@ pnonty for future recruitment, in addition

to the continued attention to indmidual ment,
expenence, Independence and complementary
Board skills

The following pages provide further detal of how
we fulfil our commitment to good corporate
governance, and in particular those prnciples
related to the role and effectiveness of

the Board

Rui de Sousa
Chairman

The Company 1s committed o the pninciples
contained in the UK Corporate Governance Code
(the Code) that was 1ssued n 2010 by the Financial
Reporting Council for which the Board 1s
accountable to shareholders

The Compary has applied the principles set out In
the Code, as descnbed below and, in connection
with Oirectors’ remuneration, in the Direciors'
Remuneration Report

Statement of Comphance with the Code
Throughout the year ended 31 December 2041,
the Company has complied with the prowisions set
outin the Code

p Board of Directors

The Board's role 1s 1o provide entrepreneurial
leadership and develop strategy, values and
standards while maintaining prudent and effective
controls to assess and manage nsk The Board i1s
responsible for ensuring that the Company meets
its obligations to stakeholders and has adequate
resources o meet Its strategic objectives The
Board i Directors, whese names and biographscal
detalls are set out on pages 44 10 45, compnses
ning Directors in addition to the Chasrman After
an assessment process set out in more detail
below, six of these nine, Including the Senior
Independent Director, have been wlentified in the
Annual Report of the Directors on page 48 as
independent In character and judgement giving full
consideration to those ctrcumsiances that the
Code states may appear refevant Notwithstanding
this, the Board 1s satisfied that each of the
Company's Directors strctly aicies by their legal
and ethical duiies owed to the Company to act
objectively and sn the best interests of the
Company and s shareholders as a whole

Chairman and Chief Executive

The roles of the Chairman and Chief Executive
Qfficer are separaied and thewr responsibihties are
clearly established, set out in writing and agreed
by the Board The Chairman and the Chiet
Executive collectively are responsible for the
Jeadership of the Company The Chairman 1s
responsible for the leadershup of the Board,
ensunng Its effectiveness on all aspects of s role
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and setting 11s agenda The Chief Executve 1s
responsible for leading the executives and
ensuning therr effectiveness in the running of the
Company's business and implementing sirategy
and policy Together the Chairman and Chigf
Executive Officer are responsible for promoting
the tughest standards of integrity and probity

Executive and Non-Executive Directors
Executive Directors are responsible for
implementing the Board's agreed strategy through
the development of an appropnate busimness plan
and for executing achions approved by the Beard n
accordance with relevant authonties The dwision
of responsibiities beiween the Executive Directors
1 se1 by the Board

The Executive Directors provide the leadership of
the senior managers in the day-to-day runntng of
Ine Group's business and manage the Group’s risk
programmes including the environmental, health,
safety and social performance of the business
They must ensure the Company has adequate
financial and human resources 1o meet it
objectives They are responsible for reporting the
performance and strategic direction of the Group
1o the Board and for providing accurate, timely and
clear information fo enable the Board to make
sound decisions

The Non-Executive Directors, who undertake a
supervisory role, contribute to the development of
strategic proposals through constructive probing
based on review and analysis that brings 1o bear
the particular skills, expenence and knowledge
each brings 1o the Board The Non-Executive
Dwectors revew management's periormance and
ensure that the systems in place prowde adequate
and effective financial, operational and comphance
controls and nsk management They must be
satisfied that they have sufficient information for
the discharge of their duties, which may be
achigved through dialogue with management,
Iraining where apprepnate to update their
knowledge or skills and consultation with
independent professional adwisors as required

Company Secretary

The Company Secretary, who 1s appointed by the
Board, 1s responsible for faciltating the
communications and processes of the Board, both
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within the Board and its committees and with
management, in compliance with Board procedures
and governance guidelines The Secretary
{acéitates an induction programme for new
Directors on appointment, which 15 tailored to a
new Director's individual qualfications and
expenence The Secretary provides advice and
service as may be required in the ongaing
discharge of the Directors’ duties, including
ensunng that the Company provides the necessary
resources for access to independent adwice and
any indwidual professional training and
development needs agreed with each Director
Additionally, bnefing sesstons are provided in the
course of regular Board meetings and Committee
meetings on relevant 1ssues as deemed appropriate,
including in relation {o corporate governance and
social responsibility as well as new and evolving
statutory and other comgpliance matiers

Board Balance and Independence

The Board embraces the underlying pnnciples of
the Code provisions regarding tenure and
refreshing of the Board, and seeks to strike an
appropnate balance between continuity of
sxpenence and succession The findings of the
externally facilitated Board evaluation confirmed
the Board's previously stated position concerning
ndependence, in that an indwidual's
ndependence cannot be detesmined arbitranily on
the basis of a set penod of Iime, or by a set penod
of concurrent tenure with an Executive Director
Each of the Non-Execuiive Directors' tenure has
fun concurrently with the Company’s Executive
Directors, both of whom have been tn office from
the Company’s initial listing The Coimpany
manages a portfolio of long term, complex
projects and benefits from long serving Directors
with detalled knowledge of the Company's
operailons and with the proven commitment,
expenence and competence to effectively adwise
and oversee the Company's management on
behalf of shareholders The Company seeks to
ensure 1ts Directors are focused on a long term
approach, and does not impose fixed term #mis
as this would result in a loss of experience and
knowledge without assurance of increased
independence Accordingly, the Board's
assessment of ndependence 1s of prime
importance to ensure that retention of experience

does not result in a fallure to retain a sufficient
contingent of iIndependent Directors

The independence of each Non-Executive Director
15 assessed at least annually Independence was
additionalty identified as a matter for increased
scrutiny in the externally facilitated Board
evaluation, as descrbed more fully in the
Nominations Commiitee report To be identified as
independent a Director must be determined
independent in character and judgement and free
irom any relationships or arcumstances which are
Iikely to affect, or could appear to affect, ther
judgement including in particular those set out In
the Code Particutar scrutin 1s applied in
assessing the contnued independence of
Directors having served over nine years, with
attention to ensuning that interactions with
Executive Directors have not in any way eroded
thewr independence and that therr allegiance
remains clearly algned with shareholders Board
refreshment and tenure are considered together,
and weighed for relevant benefit in the foreseeable
circumstances, given further that the Board should
not be enlarged fo a size that s unwieldy

In conducting its current assessment the Board
referred to gudance setting out criteria deemed
relevant to determining whether a Director
coniinues to exhibit those qualities and behawviours
1t considers essentiat 10 be considered
ndependent A specilic set of focused cntena
was applied to the assessment of long

tenured Directors

Consideration was also given to the results of
ndmdual evaluation and continued satisfactory
performance as well as each Director’s abtlity

to alfocate sufficient time to discharge their
respectwe Board and Commitice responsibilities
Following assessment, Ambassador Antonto
Monterro was deiermined 1o be independent

Mr Michae! Johns, the Senior Independent
Non-Executive Director, was cetermined to be
independent notwithsianding a former role as
partner for a legal adwisor that has ceased to have
a matenal business refationshup with the Company
Dr Mike Watts was also determined to be
independent despite a former cross-drectorship
with the Chief Executive These refationships have




ceased and are not relevant to the determination
of independence under the Code Any current
outside links to other Directors are not considered
significant and n particular do not result in
reciprocal mfluence

After particular scrutiny, Mr John Norton, Mr
Olnner Barbaroux and Mr Robert Cathery, each
having served on the Board for more than nine
years, were determined to be independent Each
of these Directors continues to display an
appropriate independence from Executive
Directors They each continue 1o express therr
indwidual viewpoints, debate 1ssues and
objectively scrutinise and challenge management
Each seeks clarfication and amplification as
deemed reguired, ncluding through direct access
to the Group's employees and external advisors
After careful consideration of the relevant factors,
the Board has determimed that the tenure of these
Directors has not affected their independence or
their ability to bring judgement to bear in the
discharge of their duties as Board and Commitiee
members The Board considers that the varied and
relevant expenence of its Independent Directors
combined provide an exceptional balance of shills
and expenence required for the business

Reappomtment

In accordance with the Code, all Directors are
subject to annual election by shareholders, which
was voluntanly adopted by the Company at the
2011 AGM Reappointment of each Director Is
recommended i consideration of the results of
individual evaluration and demonstraied continued
satisfactory performance, commitment and
effectiveness Consideration 1s given 1o the broad
capabihties represented on the Board and the
abilty of these to meet the unique challenges
fating the Company Consideration 15 additionally
given to the balance of the Board’s composition
and the need for diversity and refreshment

A Non-Executive Directar term exceeding six years
15 subject 1o partrculary ngorous review The
process for considenng reappointmenis 1s
described more fully In the Nominations
Committee section betow Following this process
the Board recommends the reappoiniment of the
retiring Directors, who have each offered
themselves for reappointment

Succession and Appointments

The Company's process for succession seeks first
to ensure that the Board comprises an appropriate
balance of knowledge, skills, independence and
expenence The Company has an ongoing process
for assessing the specific competencies required
on the Board, giving consideration to relevant
factors ansing from Board and individual Director
evaluations, including effectiveness and tme
commitment This assessment also considers
aspects of diversity and how this could contnbute
to maximum Board effectiveness After
assessment of the competenctes required, the
Board 15 satisfied that the curvent Non-Executive
Directors compnse an appropriate balance of
knowledge, skills, independence and expenence
The Board benefits from gender diversity around
the Board table with participation by the Company
Secretary at formal and informal meetings of the
Board and its Committees The Board additionally
identified gender diversity as a matter for
increased scrubiny m iis externally facilitated Board
evaluation, and has established this as a prority
for future recruitment

Succession which allows for refreshment while
maximising continuity of experience ts considered
10 be n the bestinterest of shareholders SOCO
considers a Non-Executive Director's most
appropnate term of office as generally longer than
that envisioned in Code guidelings The Company
undertakes projects requinng long term life cycles
from licence negotiation through production
operations Longstanding Directors who have
acqured, over @ number of years, a sound and
detaled knowledge of the Company's business are
highly valued as uniquely qualified to coninbute to
the Company's teadership Excluding the
Chairman, the Board seats four long tenured
Non-Executive Directors, who serve on the Board
along with three newly appointed over the last
three years The Company considers it has
achieved an appropriate balance between the
benedits of continuity and refreshment The
Company has additionally spught to maximise the
benefits of Independence, refreshment and
continuity In constiluting each of its Commitiges

Board appointments are made in consideration of
the process for succession, and against ohjective
cntena which are developed i consideration of

the assessment of Board competencies and
attnbutes Appontments are made through a
formal process led by the Nominations Committee,
which is set out in more detail In the Nominations
Committee report and was applied in the
appoiniment of Mr Michael Johns in 2011
Following an appointment, the Company Secretary
facilitates a process of induction and assimilation
determined appropriate o the appoiniee's
particular rele and expenence

p Board Structure and Process

The Board typically has four scheduled
meetings a year and holds additional meetings as
necessary During 2011, the Board held four
scheduled meetings as deemed required for the
effective discharge of its duties during the penod
Attendance of Directors at scheduled Board
meetings and attendance of members at the Audit,
Remuneration and Nominations Commitiees 15 st
out In the {able on page 58 Although a scheduling
conflict prevented Dr Mike Watts from attending
the Board and Remuneration Commitiee meetings
held 1n March 2011, he however was fully
prepared and available for consultation and
pariicipation by telephone Mr Bob Cathery and Mr
Ettore Contis each missed a single meeting due to
unforeseen and unavoidable personal
circumstances All members were otherwise in
attendance at all Board and Committee meetings

The Board determines the Company’s business
strategy and prowides the entrepreneunal
teadership reguired to ensure Iis strategic aims
can be achieved The Board operates within a
formal framework of decision making designed to
reserve matters of establishing the strategy.
bustness plan and nature of scope of the
Company's business to the Board Under this
framewaork, authoniy for implementing the strategy
and decisions taken by the Board Is largely
delegated to the Executive Directors and
management within a system of internal contiots
designed to enable the nsks of the Group to be
managed effectively Additonally, the Board has
established clear expectations for the Company's
economic, social and environmental conduct to
praimote the highest level of integrity and honesty
In meeting its abligations to 1is stakeholders
SOCO's Board membership comprises a broad
range of skills, knowledge and experience, which
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18 cnitical to the success of the Company The
Board functions as a umitary body, within which
Directors assume certain roles to ensure the
Board as a whole fulfils its responsibiiiies These
roles, inctuding Committee memberships, are
designed to maximise the effective contnbution of
each of the Non-Executive Directors to the Board,
Its Commiitees and 10 the Executive Direciors,
while ensuring an appropnate balance 18
mamntaned The composition of the Board and its
Committees 1s In accordance with Code
gwdebines At least annually, the Non-Executive
Directors meet without the Executives present
and, led by the Senior independent Director, meet
without the Chairman present Such mestings are
conducted in the spint of good governance and
process, and are intended to ensure a forum for
open dialogug without disruption of Board unity

¢ Conflicts of Interest

Directors have power 1o authonse, where
appropriate, a situation where a Director has, or
can have, a direct or indirect interest that conflicts,
or possibly may conflict, with the Company's
interests Such authority 1s in accordance with
section 175 of the 2006 Companies Act
Procedures are in place for ensunng that the
Board's powers of authonsation are operated
effectively Directors are required to notify the
Company of any conflicts of interest or potential
conflicts of interest that may arise, before they
anise efther in relation to the Director concerned of
his connected persons The decision 10 authorise
each siuation 1s considered separately on Its
pariicuiar facts Only Directors who have no
miterest in the matter are able to take the relevant
decision, and must act in a way they consider, in
good faith, will be most likely to promote the
Company's success The Directors will impose
such fimits or conditions as they deem appropnate
when gang authonsation or when an actual
confict anses These may include prowisions
relating to confidential information, attendance at
Board meetings and avalabilily of Board papers,
along with other measures as determined
appropnate The Board reviews I1s conflict
authorisations at least annually
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p Accountability and Audit
Directors’ and Auditors’ Responsibihites
The responsibiities of the Directors and auditors
are set out in the Annua! Report of the Directors
on pages 47 1o 50 and in the Independent
Auditors’ Report on page 71

Going Concern

The Group's financial statements have been
prepared on a going concern basis as descnbed in
the Financial Review on page 30 and the Annual
Report of the Directors on page 49

Risk Management and Internal Gontrol

The Directors are responsible for establishing,
mantaining and revewing the effectiveness of a
sound system of internal control which 1s designed
to provide reasonable assurance regarding the
reliability of financial information and to safeguard
the shareholders’ investment and the assets of the
Company and Group Given the inherent imitations
1n any system of internal control, even a sound
system can only provide reasonable assurance,
and not absolute assurance, that the Company
will not be hindered in achieving iis business
objectives or be protected against material
misstatement or loss The Board has put in place
formally defined lines of responsibility and
defegation of authority and has delegated to
executive management the implementation of
matenal snternal control systems Documented
policies and procedures are in place for key
systems and processes and the authority of the
Directors 1s required for key matiers

A comprehensive budgeting process 15 in place for
all items of expenditure and an annual budget Is
approved hy the Board Actual results are reporied
against budget on a regular basis Revised
forecasts for the year and longer term financal
projections are produced regularly throughout

the year

The Board has the pnmary responsibility for
identifying the major business risks facing the
Company and Group and developing appropnate
policies to manage those nsks The risk
management approach 1 used to focus attention
on the Group's most significant areas of nsk and
to determing key control objectives The Board has
applied Prnciple C 2 of the Code, by establishing

a continuous process, which has been in place
throughout the year to the date of this report and
which s in accordance with revised guidance on
internal control published by the Financial
Reporting Council n Ociober 2005, for identifying,
evaluating and managing the significant nsks the
Group faces

The Board regularfy rewiews the process, which 1s
constantly evolving to meet the demands of a
dynamic environment

In compltance with Provision C 2 1 of the Code,
the effeciveness of the Group's system of internal
control, including firancial, operational and
comphance centrols and risk management, 1s
reguiarly reviewed by the Directors The review 13
based principally on discussions with management
and on reviewing reports provided by management
to consider whether significant nisks are identified,
evaluated, managed and controlled, but also may
inciude independent interaction with employees or
third parties Particular scrutiny is apphed 1o the
review of controts applicable to new or evolving
areas of nsks as they are identified

The Board considers whether appropnate actions
are taken promptly to correct any significant
weaknesses dentitied, and 1f more extensive
moritoring may be required The Board confims
that such actions as deemed necessary and
appropriate have been or are being taken to
remedy any significant faibings or weaknesses
dentified In its rewew The Board segks to ensure
that interna! contral and nisk management
processes, ncluding dealing with any denufied
areas of iImprovement, are embedded within

the business

The Board has performed a specific assessment
for the purpose of this Annual Report and
Accounts, which cansiders all significant aspects
of internal control ansing duning the penod, and 1s
satishied with the process employed and the
results thereof The Audit Committee spearheads
the Board i discharging its review responsibiliies
Audit Committee membership comprises tughly
expenenced professionals with complementary
areas of expertise In the oll and gas sector and
each Committee member makes an important
contnbution to the assurance process Each




member undertakes specific review processes in
thetr areas of financial and audit, technical and
operating, diplomatic and commercial and fegal
expertise and reports the results of therr work to
the full Commuttee and 1o the Board

Internal Audit Function

Although the Company does not currently have an
internal audit funchion, the Directors review at
teast annually the need 1o establish such a
ftingtion The Company's current staff size imits
the ability to form an effective internal audit
function and, accordingly, the Company
outsources any internal audr requirements

Relations with Shareholders

The Executive Directors are responsible for
ensurng eifective communication is mantained
with key stakeholders and partners, including
establishing an appropnate level of contact with
majos shareholders and ensuring that their views
are communicated to the Board The Non-
Executive Directors are responsible for taking
sufficient steps to understand these views,
Includiing any I1ssues or concerns

SOCO maintains an open and active diafogue with
shareholders The Company maintains a websile
wherein important infermation can be posted and
disseminated prompily 10 a wide audience and
through which shareholders can electromcally
interface with executive management At a
minimum, the Company provides three personal
communication forums annually — the AGM, the
preseniation of Annual Results and the
presentation of Half Year Results wheraby
shareholders can directly interface with Company
executive management Notice of the AGM s
circulated to all shareholders at least 20 working
days pnor to the meeting, and resolutions are
proposed for each substantially separate 1ssug
The result of proxy voting 1s announced after votes
are taken on a show of hands Directors including
the Chairmen of the Audit, Remuneration and
Nominations Committees are available to answer
shareholder questions and 1o respond to any
specific queries

The Company has assigned a senior executive the
responsibiity for investor relations and has
employed an outskle agency, both to prowide

assistance in the dissemination of information 1o
shareholders and the general public and to actively
solicit feedback as to the effectiveness of such
efforts Additionally, the Company maintains an
ongoing, active dialogue with institutional
shareholders, specifically and proactively seeling
opportunities for face-to-face meetings at least
twice a year, coincident with half year and full year
results, betwsen fund managers and Company
executive management In 2011, the Company has
also actively sought an increased dialogue with
shareholders and other stakeholders regarding its
sustainable develepment policies and procedures

Brokers' reports are discussed at scheduled Board
meetings and public relations and analysts'
reports are distnbuted to the full Board A
Non-Executive Director maintaing regular
communications with SOCQ's major institutional
sharehelders, reports feedback directly to the
Board and advises the Board when additional
communication from the Chairman, Senior
Independent or ather Non-Executive Directors has
been requested The Charrman regularly interfaces
with other principal shareholders The Board
considers whether additienal communication may
be appropriate or desirable In particular, the
delegated role of the Semior Independent Director
in¢ludes being available to shareholders if they
have concerns which cannot be fully or
appropnately addressed by the Chairman or the
Executive Directors

g Committees
The Board has established three

Commitiees, as descnbed below, each having
formal terms of reference (TOR} approved by
the Board which set out 1its delegated role and
authonty The TORs, which are available for
inspection, are set in consideration of the
provisions of the Code and are reviewed from
time to time in the context of evolving guidance
Each Director's specific Committee memberships,
inckiding as Chairmen, are set out on pages 44
and 45

A review 0f each Commuttee's membership was
completed in December 2011 in order to ensure
optimum utihisation of competencies on the Board
while maintatning a balance between the benefits
of refreshment and continuity Certamn commiitee
memberships have been realigned and adwisory

rofes created which the Board believes provides
for full participation of its newest Directors and
addrtionally altows them to benefit from the
expenence of iormer commitiee members
Attendance at scheduled committee meetings hy
all members serving dunng the period 1s set out In
the table on page 58 Whilst only Commuitiee
members are entifled (o attend meetings and vote,
Directors in adwsory roles are generally Invited to
attend and other Directors may be invited to
attend from time to time to ensure the
Committees' responsibilities are undertaken with
access to the Board's full breadth of knowledge
and expenence The Company Secretary ensures
that the Company additionally provides such
resources as the Committees require in the
discharge of their duties

Audit Committee

The Audit Committee’s pnmary responsibilities
include reviewing the effectiveness of the
Company's and the Group's systems of intarna
contro!, overseeing the selection of and
relationship wath external auditors and the review
and monitoring of the integnty of financial
stalements The Commuitiee 1§ responsible for
review of the Group's mayor financial, operational
and corporate responsibility nsk management
processes The effectiveness of these processes
15 montored on a continuous basts and a formal
assessment 1s conducted at least annually The
Commitee has been delegated the responstbility
for adwising the full Board on compliance with the
Code, ncluding 1ts nsk management and ntermnal
control requirements, as well as comphance with
evolving guidance on corporate governance
Issues generally

Composition of the Audit Committee

The Audit Committee 1s charred by Mr John Norton
and additionally compnses Mr Michae! Johns, the
Semor Independent Non-Executive Director
{@ppointed 23 June 2011}, an¢ Ambassador
Antomo Monterro and Dr Mike Watts who are
independent Non-Executwe Duectors The
qualifications of each of the members are set out
on pages 44 and 45 The Board 1s satisfied that
the coltective expenence of the members Includes
relevant and recent financial expenence and
provides the complement of skills requsred for the
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Commuittee to discharge Iis funclions effectively In
particular, Mr Norton 1s a Chartered Accountant
and former member of the Ol Industry Accounting
Committee Although Mr Norton 1s a longstanding
Director, his professional expenence fully prepared
fum for mantaining independence and objecivity
In this circumstance, and the Board 1s completely
satisfied that these attributes are diigently applied
in the discharge of his duties

Meetngs

The Audit Committee mests at least three times a
year The Chief Financial Officer and a
representative of the external auditors are
normally inwited to attend meetings Other
Directors are invited to attend as determined
appropnate or beneficial At least once a year the
Commitiee meets with the external auditors
without executive Board members present

The Commutiee held three meetings n 2011 and
has conducted ong meeting 1o date in 2012, all of
which were attended by executive management
and external auditors A private session, without
exgcutives present, was held duning iwo of these
meetings Additionally, a number of other informal
meetings and communications took place between
the Chairman, vanious Committee members,
external auditors and the Company's executives
and employees

Overview of Activites

The Committee reviewed and approved the terms
and scope of the audit engagement, the audit plan
and the results of the audit with the extemat
auditors, including the scope of services
assoclated with audt-related regulaiory reporting
services An assessment of the effectiveness of
the audit process was made, giving consideration
to reports from the auditors on their nternal
qualty procedures Additionally, audior
independence and obyectaaty were assessed,
giving consideration {o the auditors' confirmation
that their independence 1s not impaired, the overall
extent of non-audil services provided by the
external auditors (as descnbed further below) and
the past service of the audrors who were first
appointed 1n 2002 Dunng the penod, the Seror
Audit Partner assigned to the Company was
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changed i accordance with the external auditor's
policy for rotation and refevant ethical guidance
The Committee also considered the likelihood of a
withdrawal of the audrtor from the market and
noted that there are no contractual obligations to
restrict the choice of external auditors The Board
concurred with the Committee's recommendation
for the reappointment of Deloiite LLP as the
Company's auditors for 2012, which will be
proposed to shareholders at the forthcoming AGM

The Committee undertook a detalled risk
assessment whereby 1t reviewed existing nsks and
identified new risks as appropnate The likehhood
and significance of each sk was considered
along with associated mitigating factors and was
reported to the Board Any new, or changes to
existing, nsks were monitored ihroughout the year
and considered at each Audit Commitiee meeting
As part of thrs process, the Commiitee has
established a detalled bnbery nsk assessment and
mitigation procedure designed to ensure that the
Company has appropriate procedures in place to
elimunate bribery and that all employees, agents
and other associated persons are made fully
aware of the Group's policies and procedures

The Committee has reviewed, and 1s satisfied
with, the Company's arrangements for
“whistleblowing”, whereby staff may raise
concems regarding Impropneties in confidence,
which would be addressed with appropriate
follow-up action

On behalf of the Board, the Committeg has
reviewed the effectiveness of the Company's
internal controls and risk management systems,
including constderation of an internal audt
function, which 1s more fully described in the Risk
Management and Internal Control section of this
report The Committee has reviewed and approved
the related comphance statements set out therein
The Committee has additionally reviewed and
approved ihe statements regarding compliance
with the Code The Committee reviewed and
discussed with management and the audrors the
Company's refevant financial information prior to
recommendation for Board approval This incluged
1n particular the financlal statements and other
matenal iformation presented in the annual and

half year reports The Committee considered the
significant financial reporting 1ssues, accounting
policies and judgements impacting the financial
statemments, and the clanty of disclosures The
Committee conducted a review of its TOR for
continued appropriatenass

External Auditors — Non-Audit Services

The external auditors are appointed pnmarly to
carry out the statutory audit and their continued
independence and objectivily 1s fundamental 1o
that role In view of their knowledge of the
business, there may be occasions when the
external auditors are best placed to undertake
other services on behalf of the Group The Audnt
Committee has a policy which sets out those
non-audit services which the external auditors
may provide and those which are protubited

Within that policy, any non-audit service must be
pre-approved by the Committee Before approving
anon audil service, consideration 13 given {o
whether the matenality of the fees, the nature of
the service, or the level of reliance to be placed on
it by SOCO would create, or appear to create, a
threat to independence If 1i 1s determined that
such a threat might anise, approval will not be
granted unless the Audit Commitige 1s satisfied
that appropriate safequards are applied to ensure
independence and obiectivity are not impaired

The auditor & prohibited from prowiding any
services wiuch result in certan crcumstances that
have been deemed to present such a threat,
including auditing their own work, 1aking
management decisions for the Group or creating
erther a mutuality or conflict of interest The
Company has taken steps to develop resources
and relationshups in order to establish availability
of alternate adwisors for {inancial and other
maters Additionally, the Committee closely
monitors the terms on which the Remuneration
Committeg, with approval of the Audit Committee,
has independently appotnted the Company’s
auditors as adwisors The advisors’ terms of
refarence restnct the provision of certain services
in order io maintain auditor Independence and the
scope and valug of services to the Group 1s under
continuous review




The Committee approved the non-audit services
provided by the external auditers in 2011, having
concluded such services were compatible with
auditor independence and were consigtent with
relevant ethical guidance Details of non-audit
services are set out in Note 9 to the financial
statements

Nommations Committee

The Nominations Commuttee 1s chaired by Mr Rut
de Sousa, the Non-Executive Chairman of the
Company Mr Ed Story, the Chief Exacutive Officer,
15 @ Committee member Commitiee membership
addmonally comprises independent Non-Executive
Directors Or Mike Watts, who served throughout
2011, and Ambassador Antério Montewo and Mr
Michael Johns, who were appointed following the
review conducted in December 2011 Messrs John
Norton, Olwer Barbaroux and Robert Cathery
stood down as members and were appointed as
Adwisors in December 2011

The Committee meets at least once a year Its
primary respensibilities include making
recommendations to the Board regarding the
appointment and reappointment of Directors and
Commiltee memberships It 1s responstble for
reviaw and recommendations regarding overall
Board structure and composition, succession
planning and establishing an ongotng process for
evaluating the Board and its members Fusther
details of the discharge of these responsibilities
are set out below in addition to sections above
regarding In particular board balance,
independence, succession and appoiniments

The Committee held three meetings i 2011 and
has conducted one meeting to date in 2012 Other
Non-Executive Directors were in attendance at a
portion of these meetings by invitation Certain
Comimittee {functions were delegated to a
sub-committee, which acted on behalf of the
Committee after an appropriate dialogue among
Committee members to ensure a consensus of
views Addisionally, a number of other informal
meetings and commurnications took place between
the Chairman, various Committee members and
the Company's executives and employees

Dunng the year the Committee reviewed Board
structure, size and composition, including a profile
of the skills, knowledge, experience and diversity
represented on the Board, which was utiised

to faciltate the Board's review of Director
independence, including tenure 1n particular

The Committee made recommendations to the
Board concerning plans for succession reflectng
the need for refreshment while taking into account
the skills, experience and diversity needed on the
Board 1o best meet the specific challenges and
opportunities facing the Company The results of
these reviews were in lum utihsed in developing
the Commuttee’s recemmendations regarding
potential Board appontments as well as for
continuation in office and reappaintment of
retinng Directors

After giving consideration to Board structure and
composition, evaluations, time commitments,
length of service, individual contnbutions,
refreshment and the requirements of the Board,
the Commitiee recommended that each of the
retirmg Directors offering to stand for
reappointment be proposed by the Board at the
forthcoming AGM

Process for Board Appointments

The Commitiee has a process in place for
identifying and nominating candidates to fill
vacancies which may anse from time to time,
In¢licing ensunng Board membership 1s
sufficiently refreshed and retans an appropriate
balance of skills and experience The Commutige
davelops an appropriaie descnption of the role,
estimated time commutment and the capabilities
and attnhutes which would complement the
composition of the Board and its Committees The
Committee would expect to utilise an independent
externa advisor to facilitate any search A diverse
list of candidates 1s compited and a ngorous
review process underiaken, involving other Board
members as deemed appropnate Commitiee
recommendations, which are to be made on ment,
agamnst objective critena and with due regard for
the benefits of diversity, are submitted for full
Board approval The Company Secretary {aciitates
Inguction upon appointment

Trhe Committee successiully conducied a search
utiising this process in 2011 o idenufy
Independent candidates who could refresh and
add value to the Board through complementary
skills and attributes following the retrement of Mr
Peter Kingston and Mr Martin Roberts at the 2011
AGM, which resuited in the appomtment of Mr
Michael Johns in June 2011 Mr Johns not only
brings a wide range of valuable skills to the Board,
he additionally prowdes specific complementary
expertise in particular through his background as a
semar lawyer speciahising in the ol and gas sector
Mr Johns has been appeinted Senior Independent
Director, Chairman of the Remuneration
Commuttee and a member of the Audit and
Nominations Committees Following a penod of
induction and assimitation the Board will continue
planning for succession, again seeking to benefil
from refreshment while maxirmging continuity

of expenence

Performance Evaluation

During 2011, the Commuttee led the Board 1n
evaluating 1ts own performance and that of its
Committees and indmdug) Directors The
evaluation was exiernally faciitated in confidence
by a firm that has prowided secretanat and
governance advice to the Company The evaluation
entalled both detailed questionnaires and
interviews The external {acilitator sought
evaluation of the Board and its effectiveness as a
whole, but with an emphasis on the cntical issues
the Board will face in the next three to five years
and with increased scrutiny In areas including
Drector independence, the approach to gender
diversity, and Directors' training The Directors
expressed an appreciation for the fresh
perspective and new insight brought about by the
extenally facilitated process

The process was undertaken for the purpose of
adding value to the quality of the Board and its
procedures through identifying and addressing
strengths and weaknesses, and the Charman led
discussions with the Commuttee and the full Board
regarding the resuts The Servor Independent
Director facilitated relevant discussions regarding
the role of the Charman The results included a
commitment by the Board to continue its pnmary
jocus on corporate strategy The Board confirmed
tts commitment 1o a nigorous process for the
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assessment of independence, and 1s satisfied 1t
has led to an appropriate designation of
independent Directors The Board established a
focus on gender dwersity a3 a matter of paonty in
fuiure recruriment, and management committed 1o
provide more detalled and regular reporting 1o the
Board cn the Company's extensive social
programmes  Actions for improvement are being
undertaken as deemed appropriate, wth effect
from the March 2012 Board meeung Additionally,
the evaluation results were utiised to assess
Director effectiveness, time commitments of
Non-Executive Directors and training and
development needs of each Director, which were
reviewed by the Chairman The Commrttee
performed a review of its TOR as part of this
process
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Remuneration Committee

The Remuneration Commitiee 15 charred by Mr
Michael Johns (appointed 23 June 2011}, the
Senior independent Non-Executive Director
Remaining Committee membership compnses
independent Non-Executive Director Ambassador
Antério Monteiro, who served throughout 2011,
and Br Mike Watts, who was appointed following
the review conducted in December 2013

Messrs Olivier Barbarolx and Robert Cathery
stood down as members and were appointed as
Adwisors in December 2011 The names and
quahfications of each of the members are set out
on pages 44 and 45 The Committee 1S
responsible for recommending for approval by the
full Board the remuneration of the Chairman, the

Executive Directors and the Company Secretary
Dunng 2011, the Committee conducted a review
of iis TOR for continued eiffectiveness Details of
the Commitiee's policies and cbjectives are set
out n the Directors’ Remuneration Report on
pages 59 1o 67




DIRECTORS’ REMUNERATION

REPORT

HOW WE REWARD OUR
SENIOR MANAGEMENT

AND BOARD OF

DIRECTORS

Dear Sharehoiders

On behalf of the Board, | am pleased to present
the remuneration report for the financial year
ended 31 December 2011

Performance of the Company

2011 has been an exceptional year for SOCO,
having achreved the long term goal of
commerciahising the TGT fiefd through first oil in
August 2011 The Committee considers this to
be the most important event in the Compary's
history i has transformed the financial position
{@s shown in our results) and offers the prospect
of sgmificant cash generation, from the
Company's own exploration success, 1o fund
future exploration in accordance with SOC0's
bustness strategy Other key highlights are set
out within this report

Incentive out-turns

« Annual bonus The maximum amount {100%
of salary for Executive Directors) was awarded
for performance during 2011

* Long term incentive plan 53% of the
potential maximum has vested in respect of
LTIP awards made i January 2009 This
reflects TSR performance against the
comparalor group of between median and
upper quartile in the three year penod to
January 2012

Executve remuneration policy

The Committee regularly reviews executive
remuneration arrangements to ensure that they
remam ahgned with the interests of shareholders
and the overall business strategy It also continues
1o be mindful of the prevaling economic and
executive remunesation emvaronment when
assessing the remuneration framework

Dunng 2011, the Committee concluded that the
current arrangements continued to be effective
in achieving these aims Key decisions regarding
remuneration policy were as follows

s Salary increases of 5% Executive Directors’
salaries were frozen for 2011 and will be
ncreased by 5% for 2012 This increase takes
into account both inflzlion and ncreases
across the wider employee population

+ No increase in annual or long term
incentive opportumty The Commitiee
bekeves it continues to have an appropnate
mix between fixed and vanable remuneration,
and that the annual and long term mncentive
maxima also remamn appropriate

¢ Introduction of shareholding guideline
Executive Direclors are now required to build
up a mimmum sharehalding equivalent to their
annua! salary, to ensure further commitment
to shareholder alignment and long term
stewardship Both Executive Directors hold,
and continue to build, significant shareholdings
in the Company

The Commyttee continues to morutor corporate
governance and best practice developments in
the executive remuneration environment and will
incorporate further best practice features as
appropnate The Committee also takes an active
interest in shareholder views and the voting on
the remuneration report, and locks forward to
receming your support at the AGM

Michael Johns
Remuneration Committee Charrman

The Directors’ Remuneration Report has been
prepared in accordance with Schedule 8 of the
Accounting Regulations under the Companies Act
2006 and the Listing Ru'es of the Financial Services
Authonty The disclosures contained i this report
that are specified for audit by the regulations and are
covered i the scope of the Independent Auditors’
Report on page 71, are separately identified below
and {where selevant) are presented in US dollars
consistent with the Group's audited firancial
statements A resolution to approve the report will
be proposed at the forthcoming Annual General
Meeting {AGM)

The Company has complied throughout the penod
with the prowisions relating to Direciors'
remuneration set out In the UK Corporate
Governance Code (the Code), and has applied the
prnciples set out in the Code as described below

A Remuneration Committee
The Remuneration Commiitee currently
compnses the following Non-Executve Direciors
e Charman Michael Johns (appointed 23 June
2011), who 1s also the Senior Independent
Non-Executve Direttor
* Members Ambassador Antonio Monteiro (served
throughout 2011) and Dr Mike Watts (appointed
December 2011)

Peter Kingston served as Remuneration Commitiee
Charrman dunng the year unti he retired from the
Board on 23 June 2011 |n addition, Messrs Olivier
Barbaroux and Robert Cathery stood down as
members of the Committee dunng December 2011
but wall still be invited to attend meetings and provide
guidance to the Committee where appropnate

M Rul de Sousa (30CO Chairman) also attends
meetings and provides guidance where appropnate

The current composition of the Commuitee was
determined following a review 1n December 2011 of
each of the Company's committees, which 1s more
fully described in the Corporate Governance Report
on pages 51 to 58 and was intended to ensure
optimum utiisation of competencies on the Board
whie mantaning a balance between the benefits of
refreshment and continuity Addisronal information
regarding the Committe 1s alsa contamed n

that report
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The Board 1s keenly aware of its duty 10 ensure, on
behalf of shareholders, that the Committee is wholly
independent All members and advisors are
Independent of management and free from any
conilicis of interest ansing from cross-directorships
or day-to-day involvement in running the Company's
business No member has any personal financial
interest, other than as a shareholder, in the matters
delegated to the Commuttes No Director plays a role
i deciding fus awn remuneration

The Committee 1s responsible for deterrmining and
agreeing with the full Board a Company-wide
remuneration policy that 1s aligned with the
Company’s business strategy and ultimately the
creation of shareholder value Within the context of
that policy, the Committee 15 responsible for setting
1he total remuneration packages of the Executive
Directors and the Company Secretary The
Committee atso monitors the remuneration practices
and trends throughout the Group's internationally
based workiorce, Including senvor staff who
contnbute most significanty to achieving the
Company’s strategic ams Additionally, the
Commttee 18 responsible for setiing the
remuneration of the Non-Executive Charman The
Committee’s recommendations and decisions are
devefoped in full consideration of the Code,
Institutional guidelines and evolving market praciice,
with particutar attention being given to the
challenges represented by the curmrent economic
ermronment

In discharging ris duties during the year, the
Commitiee consuited with the other Non-Executive
Drrectoss, and its proposals were approved by the
full Board In particular, the Committee has soughi
advice as 1t considers appropnate from Mr Rui de
Sousa As a significant shareholder, he provides the
Commitiee with a valuable msight into Iikely
shareholder concerns around executive
remuneration The Committee also consulted with
the Chief Executive on its proposals for the other
Executve Director and semior management, and
received administrative assistance from the
Company Secretary The Audit Commiitee 1s
consuited as deemed appropnate In seting and
assessing the fulfilment of targets based on
financial terms
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Deloitie LLP (Deloitte), who have voluntarily signed
up to the Remuneration Consultants' Code of
Cenduct, were independeritly retained by the
Committes as adwisors following a tender process In
the year they provided adwice on executive
remuneraton in terms of relevant current market
practice and developments in best practice
guidance, and 1n particular on the testing and setting
of performance cniteria for incentive plans Deloitte
aiso provided audit services to the Group, as set out
1n Note 910 the financial statements and descnbed
more fully in the Corporate Governance Report on
pages 5110 58 The advisors' terms of reference
restrict the provisien of certain services in order to
maintain auditor independence, and the scope and
value of services 1o the Group Is under continuous
review 10 ensure i 15 not matenal fo the assessment
of independence Advice 1 developed with use of
established methodologies and the adwsors are not
ivolved 1n the decision making process Advisory
partners and staff have no involvement in audtt, and
ase not involved in the preparation of audited
infermation The Committee 1s satisfied that the
remuneration adwice It receves from Deloitte

15 Intependent

g Remuneration Policy

The pohcies descnbed In this report have been
applied throughout 2011 The Committee monitors
remuneration pokicies on a continuing basis including
consideration of evolving market practice and
relevant guidance, shareholder views and results of
previous voting, policies applied to the wider
employee base, and with due regard to the current
economic chmate Any proposed change which 1s
matenal I1s only implemented following a full review
and approval process deemed appropriate 10 such
change Where appropnate, shareholders would
also be consuited about any change in
remuneration policy

The Directors believe that a uniquely qualified and
motivated executive management s vital to the
effective management of the Company's
International portiolio and the successful execution
of the Company's stated strategy for bulding
shareholder valug ks the Commitiee’s objectve to
attract, motivate and retain high calibre executives
through market competitive remuneration that 1s
appropnate to those indmaduals’ positions,
expenence and value 1o the Company

The Committee aims to design remuneration
packages with stgnificani periormance related
elements linking appropnate, but sigmificantly
greater, rewards for greater achievements The
Commitiee seeks 1o ensure performance based
pay 1s inked to 1ts business strategy To achieve this,
shorter term performance (s monitored against
targets based on the Company's strategic plan

In the longer term, performance targets are more
closely inked to share price performance as an
indicator of the Company's success In building
sharehoider value Within this broad framework,
the Committee takes partcular care io ensure that
remuneration 1$ designed to promete the long term
success of the Company and does not reward
excessive nsk taking or falure

c Executve Directors
The Commutiee reviews all aspects of

remuneration on an annual basts and with respect to
individual and corporate performance during the
year These reviews are normally conducted in
December The projected value and structure of the
Executive Directors' remuneration packages are
penodically benchmarked against competitive
market ranges During ttvs exercise, the Group's size
and complexity and refative positioning within those
ranges are taken into account In the context of the
Executive Directors' cntical value to the Company
and demonstrated performance over time

Benchmarking, which was previously conducted
annuzlly, 1s generally conducted on a three year
cycle or upon an indication of a change n market
ranges Results of benchmarking exercises are
monttored for Indications of potential unwarranted
upward ratcheting Pay conditions elsewhere in the
Company are taken into accourt to ensure the
relationshup between the pay of the Company’s
Directors and its employees remains appropnate
Sinilar benchmarking techmigues are applied to
non-Board employees and the Committee monitors
senior staff remuneration packages during the
veview of Executive Directors’ remuneration
packages

p Package Components
Executive remunerabon compnses a fixed
basic salary and eligibiity to recerve an annual
performance based cash bonus Indiwduals may
also be eligible to receve awards under long tem




incentive pians designed 1o provide reward knked to
the fonger term performance of the Company At
target performance the Executve Directors’
packages are structured to defiver 60% of the total
package in vanable remuneration At exceptional
performance levels this increases 1o 80% of the total
package

Executive Directors are eligible for additonal
benedits, Including pension benefits, a permanent
health Insurance scheme, medical insurance, Iife
assurance cover, cntical illness cover, travel and
expainate benefits and car benefits

The table below prowides a summary of the key
remuneration elements for Executive Directors

Basic Salary

Basic salanes for the Executive Directors (who are
both US citizens) are denominated in US dollars,
consistent with the Group's reporting cusrency and
the pnimary currency of Group operations Basic
safary is freed at appomtment or in relation 10
changes 1n responsibiity, and 13 reviewed annually in
consideration of demonstrated performance
Particular care 1s given (n fixing the appropnate
salary level conaidenng that cash bonus and
ncentive plan awards are generally set as a fraction
or multiple of basic salary Basic salary 1s the only
element of a Director’s pay winch 1s pensionable
Annual reviews additionally take into consideration
adwce from remuneration consultants regarding
relevant current market practice for salary levels and
salary increases, and consideration of how these
have been applied 1o the wider employee base

Key Elements of Executive Remuneration

Element Commentary

Following the annual review conducted in December
2011, and after considering pay increases for the
general emplayee population, nflation, the
outstanding contnbution made by the ndividuals and
the exceptional periormance of the Company, wath
effect from 1 January 2012 each Executive
Director's base salary has been increased by 5%
(2011 — nii%)

Bonus

Bonus awards are considered in two tevels, wherein
expected performance will result in awards in a
target range of up to 50% of salary, with a stretch
level prowding a maximum annual cash bonus
opportunity of up to 100% of salary The
Remuneration Committee, however, reserves the
nght 1o exercise s discretion and award a bonus
above this maximum amount i the event of truly
exceptional periormance in the year, subject to pnor
consultation with shareholders appropriate to the
circumstances Inthe event of exercising such a
discretion, wiich to date has not occurred, careful
consideration will be grven to how this will be
delivered to participants o ensure alignment with
sharehofders The annual cash bonus 1s awarded
based on indivdual and corporate achievements
dunng the year towards goals based on the
Company's strategic plan Goals are set annually for
each portron of the Company's porifolio amed at
achieving the spectfic challenges the Company {aces
In meeting 11s sirategic obyectives The monitered
measures for parlicifar projects may include
specified timetables for seismic, dnfling and
construction programmes, dnlling success ratios,
discovery targets, reserve levels and production

Salary For 2012, Executive Director salary increases are 5% (2011 nil), in line with
inflation and ncreases for the general employee population

Bonus Maximum annual epportusty of 100% of salary, target of 50% of salary, based on
indmidual and corporate targets related to the achievement of strategic objectives

Long term LTIP renewed at our 2011 AGM

tncentive plan Annual awards of up to 200% of salary (2011 190% of salary)

) Performance based on relative TSR 25% (2011 30%) of award vests for median
performance and 100% vests for performance in the 84" percentile

Shareholding Shareholding requirement of one x salary for all Executive Directors

requirements

Service contracts  Nolice perods do not exceed 12 months and a policy of mitigation applies in

respect of any termination payments

1argets Portioho objecives are set regarding
progress towards potenial non-tore asset
divestitures and new ventures Corporate strategic
goals, safety and environmental measures and
financial measures aganst budgeted levels are
additionally established as deemed appropnate

The performance measures for 2012, mcluding both
financial and non-financial measures which are
compattble with nsk policies, are intended to focus
behawour and acivity towards deploying the
Company's strategy of progressing projects,
captunng their potential and reahsing value for
shareholders at an appropnate stage This
emphasises achievements required to grow the
business over the longer term and avoids promoting
excess nsk taking to achieve a short term bonus
opporiunity The actual achievement of each goal 1s
ranked against a scale of expeciations The
Committes retains discretion over the amount of
bonus pard out to ensure that appropnate
consideraton s given to the relative importance of
the achievernents in the year and the actual
contnbution of these towards furthering the
Company’s strategic plan The specific targets set
against these measures are consicered to be
commercially sensitive and are therefore not set out
herein However, we can broadly indicate that
performance measures in 2012 will nclude goals
assoclated with continued phases of Vietnam
development and exploitation, progressing the
porifolio and a focus on future implementation of
the corporate strategy Goals targeting appropnate
stewardship of the Company’s resources 1 the
current ecanomic environment will contnue to be
emphasised Additionally, objectives over safety
and enpvironmental measures will naturally remam

a prionty

I the 2030 Annual Report, the Commuttee set out
three areas of emphasis in stating its broad
indication of 2011 performance measures including
the Te Giac Trang (TT) development project, being
of mayor significance to the Company, stewardship
of resources in the current economic environment,
and safety and envronmentat performance over the
expanding operations First ol was actweved at TGT
on 22 August, within days of SOGO's own target and
ahead of the plan approved by partners Various
sethacks were naturally encountered throughout the
long term project, but were managed within the
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aggressive timetable Project costs were stewarded
in fine with partner budgets The project was
administered under stnct health and emvironmenial
safety procedures, and no lost tme inguries (LTls)
were reported throughott the full ife of the
multi-year project A record of zero 1715 or
environmental incidents was additionally achieved on
all producing, dnling and development operations
undgriaken on our projects worldwice dunng 2011
Plateau production targets wil only be tested
through implementation of an agreed field
producien and reservoir management plan, but

will only be a consideration in future bonus awards if
not met

Carporate goals focused on protecting a strong
financial standing and ensuning appropriate funding
for the Group's programmes, tn particular in the lead
uptofirst ol at TGT The measure of performance 15
evidenced by the year end cash posiion of over
$160 million, reflecung cash flows irom operations,
net of capital expenditures and repurchases of the
Company’s own bonds and shares Bonds with a par
value of $35 4 mullion were repurchased at a gan
and cancelled, reducing debt and related futuse
interast obligations The repurchase of 1 5 million
treasury shares was deemed to be at favourable
market rates and will increase garnings per share in
addition, an extension was obtamned for the Te Giac
Den licence m Vietnam, and evaluation of that
licence as well as the Group's Afrnica licences has
progressed through two seismic programmes and a
two well dnling programme Although the dniling did
not result in a commeraial discovery, the Commiltee
considered thus to be far outweighed by the
significance of achieving tirst o1l at TGT, which the
Committes considers the most significant event in
the history of the Company

In two of the last three years the Committee has
reported that, despite its measured performance
against goals, actual bonus awards were scaled
back While this practice was not applied to the
wider employee base, st was considered appropriate
to emphasise a commitmen to the alignment of
Execitive Directors with shareholders The
Committee beleves a 2011 bonus award at the
maxamum policy opportunity of 100% 1s consistent
with this commitment, In consideration of the
performance reported above and in particular the
long term objective of first oll at TGT coming to
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fruition, manifesting the creation of sharehotder
value trom the largest project In the Company's
history, and thus ensuning financial stability dunng a
time of utmost Importance

Leng Term Incentive Plans

S0CO's long term incentive plan {LTIP) was
approved by shareholders at the 2011 AGM,
feplacing a previous plan which terminated in May
2011 without prejudice to the subsisting
partcipants) Partcipation in the Company's LTIP 1s
discretionary and determined in consideration of
corporaie and indwidua! performance Awards are
subject to limiis on individual participation whereby
the market value, as measured at the date of grant,
of shares subject 1o awards made i any financial
year will generally not exceed 200% of the
executive’s base salary The Committee has
discretion, which has not been exercised, to exceed
thus it 1f deemed justified 1n exceptional
circumstances up to 400% of base salary The LTIP
18 Intended to provide & continued mechanism for
motivating and retaining Exectitive

Directors and senior staff members In a way that 15
ahgned with shareholders’ interests In 2011, a
number of best practice features were Introguced
the threshold vesting level was reduced to ensure
that potential rewards are not excessive and targets
remain sufficiently siretching, and ihe plan now
contains a malus provision under which the
Committee may reduce the number of shares
subject to a participant’s subsisting awards

An employee benefit trust curmenily holds suficrent
S0CO shares 1o sabisfy all shares conditonally
awarded under the current and previous LTIP, as
more fully descnbed in Note 26 to the financial
statemenis Dectsions goveming acquisiions of
shares Injo the trust are considered and approved by
the full Board In line with corporate governance
guidelnes, the aggregate number of new 1ssue
shares which may be subject 1o awasds under all
refevant executive share schemes shall not exceed
5% of the ordinary share capital of the Company in
any roling 10 year penod Accordingly, at 31
December 2011, 17 0 million new 1ssie shares
{2010 — 17 0 millon) may be subyect to awards, of
which there is avallable capaciiy remainung of 11 6
milkon shares (2010 - 11 4 millor)

At the date of grant of an award, the Committee sets
appropriate performance cntena and measures
these accordingly on the third anniversary of the
date of grant to determing the portion of the award
vesting LTIP awards are considered in the course of
the annual review in December, which is intended 1o
put 1 place an opportunity for regular annual vesting
based on performance targets achieved over
successive three year penods When setting award
levels, the stretch of performance targets 1s taken
into account to ensure that projected total
compensation opportuniy at assumed levels of
share prce growth 1s market competitve Qrice the
Committee determines performance critenia have
been met, there may addiionatly be a requirement
that awards be held for a specified retention penod
prior 10 exercise or recelipt

The Remuneration Committee's selection of
performance cntena Is kept under review to ensure
these measures remain appropriate to SOCO's
circumstances and strategy, and most effectively
support the delivery of value creation over time
While the Committee has taken into account the
potenbal mpact of market volaiility and other
potential shortcomings of a relative total shareholder
return (TSR} measure, I§ continues to provide the
prmary basis for determining the value generated
for shareholders over the longer term Furthermore,
it1s the pnmary indicator of the Company's overall
corporate performance The Committee also
believes that underpinning TSR results by reference
to the Group's oll and gas reserves, a key business
metric, prowdes an appropnate complement for
congidenng that relative TSR 15 a genuine reflection
of underlying performance Accordingly, no change
to the performance measure 1$ proposed, as the
Company's long term goals remain unchanged and
the Committee considers it will continue {0 align
most closely the executives’ Interests to those of
sharehoklers Performance 1argets for awards to
date have been set with reference to the Company's
relative TSR periormance over a thiee year penod
against a range of comparator companies in the ol
exploration and production sector Prior 10 the
vesting of an award, the achievement of actual
undertying financial and operational performance of
the Company will also be considered by the
Commitiee For awards to date, this shall pnmanly
be assessed, on the basis of appropniate exiernal
advice, In terms of the additrons to and the




management and quality of the Group's il and gas
reserves In view of goals set by the Board The
Committee will continue to monitor whether TSR 15
the measure which best aligns long term awards to
shareholder value

In consideration of corporate and individual
perlormance, along with the intent to retam and
motivate with an approprate level of reward cleaty
focused on fong term statwity, discretionary awards in
2011 were granted over shares with a market value of
190% of base salary The TSR comparator group for
awards made In respect of the penods between 2009
and 2011 1s set out in the table betow

Measurement of the Company’s performance
cnteria 1s carried out wath ieference io external data
sourees provided by the Commuiites's remuneration
adwissis to ensure its Independence No award will
vestif the TSR ranking 1s the median The vesting
schedule 1s sef out in the table below

Following measurement of the Company's
performance against the comparator group for
awards granted in January 2008, 53% of the
awards have beer declared vested After careful
consideration, the Commuttee 1s sabisfied that ihe
performance criteria measurement has resutied n a
vesting level appropnate to the undariying
performance of the Company over the performance
penod Those awards not declared vested

have lapsed

Further detatls of Inceniive share awards are set out
in the iable on page 66 and in Note 28 io the
financia! statements Charges which have been
reflected in the Group's income statement In respect
of iIncentive schemes are set out in Note 28 1o the
financial statements

Share Option Plan

The SO0CO 2009 Discretionary Share Option Plan
(the Plan) 1s intended to provide fleabiity in
motivating and retaning senier staff members No
awards have been granted under the Plan There 1
no current intention for Executive Directors to
participate

Pension Contnibutions

The Company coninbutes 15% of salary each year n
respect of the Executve Directors’ pension benefits,
which has been delivered as contnbutions to a
money purchase plan up to scheme imifs and a
cash supplemeni No changes in coninbution levels
are currently contemplated

g Other Policies
With pnor approval of the Board, Executive

Directors are allowed to accepi non-gxecutive
appointments on other boards and to retain the
associated directors’ fees Under this poticy Mr Ed
Story serves on the board of Cairn India Limited for
which he retained associated fees for 2011 inthe
amourt of $2,300 Mr Roger Cagle serves on the
board of Vostok Energy Limuted and previously
served on the board of Domsnion Petroleum Limited
and retained associated fees for 2011 in the amount
of £40,000

Shareholding requirement

Dunng 2011, the Board formalsed a policy
requinng Executive Directors to buld up a minmum
shareholding equivalent to ther annual salary

This 1s intended to emphasise a commitment o the
alignment of Executive Directors with shareholders
and a focus on long term stewardship The current
Executive Directors have held, and continue to build,
a meaningful shareholding since founding the
Compary in 1997

g Non-Executive Directors
The remuneration of the Non-Executive

Charman ss set by the Committee and approved by
the Board The remuneration for other Non-
Executive Directors ts recommended by the Chief
Executive and the Chaiman and determined by the
Board as a whole Remuneration levels are set
based on outside adwvice and the review of current
practices in other companies, giving consideration to
the time commitment and responsibilittes of the role
in consideration of increasing demands and fee
levels in recent years generally, SOCO has given
particular attention 1o benchmarking data to ensure
Its fees remain appropriate After review of these
factors, the annual fees payable to the Senior
Independent Director and the Non-Executive
Directors were set at £50,000 from appointment
and £45,000 with effect from 1 January 2012,
respecively Annual fees for services payable to the
Chairman remain unchanged from those rates
reflected in the table on page 65 The fees have
been set within the aggregate limits set out in the
Company's Articles of Association and approved by
shareholders Non-Executive Directors are not
ehgble for participation in the Company's incentive
schemes or pension schemes

G Directors’ Confracts
Executive Directors’ contracts are for an

indzfinite penod and are terminable by either party
ongvng one year's nolice, which may be satisfied
with a payment In hieu of notice The coniracts do
not contain specific termination provisions The
Committee has a duty to prevent the requirement 1o
make payments that are not stnctly mented, and
endorses the pnnciple of mibigation of damages on
garly termination of a service coniract Any payment

LTIP Comparator Group LTIP Vesting Schedule

Comparator Compantes TSR Performance Vesting

Afren Guifsands Petroleum  Newfield Exploration ROC 01l Below median No vesting

Bawleven Hardy Ol and Gas Nexen Salamander Energy Median (50 percentile) 25% of the award vests

Caim Energy Henlage Ol Niko Resources  Santos Pro-rating applies between these points and between ranking

Coaslal Energy  JKX Odl and Gas 01l Search S0C0 positions, to more dosely reflect SOC0's TSR performance relative
to the next highest and lowest comparators

Dana Petroleum*®  Lundin Petroleum Premier Ol Sterling Energy

DNO Intemational Maure! & Prom

Regal Petroleum

Upper 16" (84" percentile)

100% of the award vests

Talisman Energy

Enquest™”

Tullow Ol

*thiough 2010 **from 2011
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on early terrmnation wall be assessed on the basis of
the particular circumstances, but In any event will
not be in rgspect of any period beyond the one year
specified by contract

The Non-Executive Qirectors' appointments are
terminable at the will of the parties but are
envisaged 1o estabiish an inmial term of three years
after which they will be reviewed annually The dates
of the Directors’ service contracts or letters of
appointment, which may not coincide with their
initial date of appointment, are set out In the Annual
Report of the Directors on page 48

H Drrectors' Transactions
Pursuant to a lease dated 20 Apni 1997,
Comiort Storywille {8 company wholly owned by Mr
Ed Story) has leased to the Group, office and storage
space in Comfort, Texas The lease, which was
negotiated on an arm’s length hasis, has a fixed
monihly remt of $1,000

In March 2008, the Compary, through its Group
subsidiary, entered into a production shanng
contract over Block Y, located in eastern DRC

Mr Roger Cagle served as Non-Executive Charman
of Dorinion Petroleum Limited, one of the
co-veriturers, until February 2012

Under the terms of an acquisiton approved by
shareholders in 1999, the Company and 1is strategic
shareholder group (Investor Group}, including
Quantic Limited Quantic) in which Mr Rui de Sousa
has a non-noirfiable share interest, jointly partcipate
In gertamn regions in which the Investor Group uthses
Its long established industry and government
relationships to regotiate and secure commercial
nghts in oil and gas projects in the 2004 Annual
Report and Accounis the form of participation 1o be
ulihsed was set out to be through equity
shareholdings in which the Invesior Group holds a
minonty Interest In special purpose entities created
to hold such projects The shareholding terms have
been modelled after the SOCO Vietnam Ltd
amangement which was negotiated with third

partes Quantic’s minonty holdings in the subsidiary
undertalangs, which pnncipally affected the profits
or net assets of the Group, are shown in Note 17 of

50C0 International plc
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the financial statements The Group has entered info
a consuliing agreement, which is terminable by
either party on 30 days' written notice, wherein
Quantic 1s entitled to a consulting fee in the amount
of $50,000 per month in respeci of such services as
are required to review, assess and progress the
reabisation of oll and gas exploration and producton
opportunities n certain areas

Pursuant to warrants 1o subscnbe far the same
number of ordinary shares 1n the Company, which
had been acquired under the terms of the 1999
{ransaction descrbed above (Warrants), durmng 2010
a connected party to Mr Rui de Sousa exercised
Warrants over 6,036,804 ordinary shares at a
weighted average market price of £3 99, resulting in
agan of £23 2 million on exercise Dunng 2011, no
Warrants were held and no exercises were made




[ Drectors’ Remuneration Report Tables

Director's Emoluments (Audited)

Fees/basic Benelits Annual Total Total
salary In land’ bonus 2011 2070
$000's $000°s $000°s $000's 3000s
Executive Directors
E Story 838 56 838 1,732 1,102
R Cagle 629 99 629 1,357 876
Non-Executive Directors ?
R de Sousa 289 - - 289 232
M Johns 42 - - 42 -
P Kingston 34 50 - - 50 100
0 Barbaroux 64 - - 64 62
R Cathery 64 - - 64 62
E Contini 64 - - 64 62
A Montero 64 - - 64 62
J Norton 64 - - 64 62
M Roberts 3 k3| - - K1 | 62
M Watts 64 - - 64 62
Aggregate emolyments 2,263 155 1,467 3,885 2,744

! Benefits include medical insurance, permanent heaith asurance, Iife assurance cover, cntical illness cover, travel and expatnate benefits and car benefits
? Hon-Executve Directors’ fees are set in GB pounds and are teported 1 US doltars at the annual average exchange rate

3 Emoluments paid to M Jehns P Kingston and M Roberts are in proportion to their dates of service

* Emoluments recenable by Mr Peter Xingston were paid to Peter Kingston & Associates

No directors receved amounts as compensation for loss of office as a Director dunng the year

Directors’ Pension Enhitlements (Audited)
Maney purchase contnbutions or cash supplements where appropnate in respect of the Executive Directors were as follows

2011 2010

$000°s $000s

E Story 126 126
R Cagle' 24 94
220 220

'In2010 in addiion to this $0 5 militan of Mr Roger Cagle s basic salary was pa:d as an employer contribution to a retirement benefit plan
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Directors’ Incentive Share Awards (Audited)

Details of Directors’ options or rights to acquire ordinary shares in the Company are as follows

As at Granted/ As at polenl[l’:itl;

1 Jan2011 Awarded Exercised Lapsed 31Dec2011  exercisable? Expiry date

E Story
LTIP! 257,600 - - ~ 257600  oO70132° -
288,800 - - - 288,800 171212 -
277,600 - - - 277,600 101213 -
- 344,000 - - 344,000 09.12.14 -

R Cagle
LTIP! 193,200 - - - 193,200 070112’ -
216,400 - - - 216,400 171212 -
208,200 - - - 208,200 1014213 -
- 258,000 - - 258,000 091214 -

! Additional details regarding the LTIP are set out within this report

?Qptions may not be exercised without appropriate Board conseats the Board having given consideratiod to any requirements on pasticipants to maintain a specified mimmum numbes of
ordinary shares under optien (or equivalent shareholding requirements)

* Following measurement of the Company’s performance againsi the comparator group for awards petentialty exercisable from 7 January 2012, 53% of the awards have been declared vested

Those awards not declared vested have lapsed

The market price of the ordinary shares at 31 December 2011 was £2 926 and the range duning the year to 31 December 2011 was £2 78 to £4 00

50C0 Internavional plc
Annyal Report and Accounts 2411




Directors’ Interests
The Directors who held office at 31 December 2011 had the following interests (all of which were beneficial except as noted below) in the ordinary shares 1n
the Company and contingent rights or options to acquire ordinary shares (Options) at 31 December 2011

Nurnber of Shares Number of Options'
201 2010 201 2010
Executive Director
E Story 12,856,794 12,856,794 1,168,000 824,000
R Cagle? B,617.916 B8,617916 1,472,900 1,039,000
Non-Executive Director
R Seusa? 9,008,820 8,908,820 - -
M Johns 10,000 - - -
0 Barbaroux 88,000 88,000 - -
R Cathery 400,000 400,000 - -
E Contini 220,000 220,000 - -
A Monteiro - - - -
J Norton 460,000 460,000 - -
M Watts* 77,291 72,670 - -

! Details of Options granted to or held by the Direclors in respect of thelr services as & director, including any refevant conditions of exercise, are set out in the table of Directors’ incentive
Share Awards

? At31 December 20111, Mr Roger Cagle’s interests included 3,139 439 ordinary shares (2010 - 3,139,439) and 597,100 Options (2010 — 421,200) held by Ms Cynthia Cagle, the Options
having been granted to her in respect of her services to the Grovp

* 300,000 ordinary shares {2010 - 200,000) are held by Mr Rui de Sousa persanally
8,708,820 ordinary shares (2010 - 8,708,820) are held by Palamos Limited, a connecied person to Mr de Sousa

! Subsequent 10 31 December 2011, Dr Mike Waits bought 5,495 SOCO ordinary shares, which were acquired on the open market pursuant to a trading plan entered iato on
29 September 2009

Whilst the Executive Directors, as potenhia! beneficianes, are technically deemed to have an interest in all ordinary shares held by the SOCO Employee
Benefit Trust (Trust), the table above only includes those ordinary shares which are potentially transferable to the Directers and their families pursuant to
Options which have been granted to them under incentive schemes facilitated by the Trust Detauls of the Trust and its holdings are set out 1n Note 26 to
the financral statements

There have been no other changes in the interests of the Directors between 31 December 2011 and the date of this report No Director held any other
mterests in any Group companies

Approval
This report was approved by the Board of Directors on 43 March 2012 and signed on its behalf by

Michael Johns
Remuneration GCommittee Chairman
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Operating profit arising
from continuing production
operations for 2011 was
$156.9 million versus

$29.1 million in 2010.
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INDEPENDENT AUDITOR'S REPORT TO THE
MEMBERS OF SOCO INTERNATIONAL PLC

We have audited the financial statements

of SOCO International plc for the year ended

31 December 2011 which compnse the Group
Income Statement, the Group Statement of
Comprehenstve Income, the Group and parent
Company Balance Sheets, the Group and parent
Company Statements of Changes in Equity

and the Group and parent Company Gash Flow
Statements and the related notes 1 to 33 The
financial reporting framework that has been
apphed in their preparation 1s applicable law
and International Financral Reporting Standards
{IFRSs) as adopted by the European Union

and, as regards the parent Company financial
statements, as applied in accordance with

the provisions of the Companies Act 2006

Thisreport 1s made solely to the Company’s
members, as a body, In accordance with
Chapter 3 of Part 16 of the Companies Act 2006
Our audit work has been undertaken so that we
might state te the Company’s members those
matters we are required to state to them in an
auditor’s report and for no other purpose To the
fullest extent permitted by law, we do not accept
or assume responsibifity to anyone other than
the Company and the Company's members as

a body, for our audit work, for this report, or

for the opnions we have formed

Respective Responsibilities

of Directors and Auditor

As explamed more fully in the Directors’
Responsibilities Statement, the Directors are
responsible for the preparation of the financial
statements and for being satisfied that they
give a true and far view Our responsibility 1s
fo audit and express an opinion on the financial
statements in accordance wath applicable law
and International Standards on Auditing (UK and
Ireland} Those standards require us to comply
with the Auditing Practices Board's Ethical
Standards for Auditors

Scope of the Audit of the Financial Statements
An audit iInvolves obtaining evidence about

the amounts and disclosures i the financial
statements sufficient to give reasonable
assurance that the financial statements are free
from material misstatement, whether caused by
fraud or error This includes an assessment of
whether the accounting policies are appropriate
to the Group’s and the parent Company’s
circumstances and have been consistently
apphed and adequately disclosed, the
reasonableness of significant accounting
estimates made by the Directors, and the
overall presentation of the financial statements
In addition, we read all the financial and
non-financial formation in the annual report
to identify matenal inconsistencies with the
audited financial statements If we become
aware of any apparent material misstatements
or Inconsistencies we consider the mplications
for our report

Opimon on Financial Statements
In our opinion

= the financial statements give a true and fair
view of the state of the Group's and of the
parent Company's affairs as at 31 December
2011 and of the Group's profit for the year
then ended,

the Group financial staternents have been
properly prepared in accordance with IFRSs
as adopted by the European Union,

the parent Company financial statements
have been properly prepared In accordance
with IFRSs as adopted by the European
Union and as applied in accordance with the
provisions of the Companies Act 2006, and

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

Opinion on Other Matters Prescnbed
by the Companies Act 2006
In our opinion

¢ the part of the Directors’ Remuneration
Report to be audited has been properly
prepared i accordance with the Companies
Act 2006, and

s the information given in the Directors’ Report
for the financial year for which the financial
statements are prepared Is consistent with
the financial statements

Matters on Which we are Required
to Report by Exception

We have nothing to report in respect of
the following

Under the Companies Act 2006 we are requtred
to report to you If, 1n our opinion

» adequate accounting records have not been
kept by the parent Company, or returns
adequate for our audit have not been received
from branches not visited by us, or

¢ the parent Company financial statements
and the part of the Directors’ Remuneration
Report to be audited are not in agreement
with the accounting records and returns, or

« certain disclosures of Directors’ remuneration
specified by law are not made, or

* we have not received all the information and
explanations we require for our audit

Under the Listing Rules we are required to review

e the Directors’ statement, contaned within
the Annual Repart of the Directors, 1n relation
to going concern,

= the part of the Corporate Governance
Statement relating te the Company's
comphance with the nine provisions of the
UK Corporate Governance Code specified
for our review, and

+ certan elements of the report to shareholders
by the Board on Directors’ remuneration

Bevan Whitehead
{Senior Statutory Auditor)
for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
London, United Kingdom
13 March 2012
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CONSOLIDATED INCOME STATEMENT
for the year to 31 December 2011

2011 2010
Notes $000’s $000s

Continuing operations
Revenue 5,6 234,156 48,390
Cost of sales (67,789} (12,395}
Gross profit 166,367 35,995
Administrative expenses (9,422) (6,858)
Operating profit 156,945 29,137
Investment revenue 5 1,080 1,301
Other gains and losses 7 3,298 938
Finance costs 8 (2,684) {525)
Profit before tax ] 158,639 30,851
Tax 6, 11 (70,046) (18,548)
Proht for the year from continuing operattons 88,593 12,303
Discontinued operations 12
Operating prafit from discontinued operations - 36473
Other gans and losses on discontinued operations 7 - 1,067
Finance costs from discontinued operations 8 - 53
Profil on disposal - 80,116
Profit before tax from discontinued operations % - 17603
Tax 61 - (28,474)
Profit for the year from discontinued operations - 89,129
Profit for the year 8,593 101,432
Earnings per share (cents) 14
From continuing operations %4 38
from discontinued operations excluding profit on disposat - 271
From profit on disposal - 244
Basic 264 309
From conttnuing operations 263 35
Frem discontinued operations excluding profit on disposal - 25
From profit on disposal - 224
Diluted 263 284
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the year to 31 December 2011

201 2010

Notes $000's 50005

Profit for the year 88,593 101,432
Unrealised currency transtation differences 4215 {5,538)
Total comprehensive income for the year 2 92,808 95,894
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BALANCE SHEETS
as at 31 December 2011

Group Company
201 2010 2011 2010
Notes $000's $000's $000's $000's
Non-current assets
Intangible assets 15 193,102 144,256 - -
Property, plant and equipment 16 793,565 692,979 4“4 116
Investments 17 - - 627,152 532,460
Financral asset 18 40,617 37,448 - -
1,027,284 874,683 627,196 532,576
Current assets
Inventories 20 10,230 16,405 - -
Trade and other receivables 21 79,859 24,377 530 503
Tax recewvables 467 334 1 134
Cash and cash equivalents 160,075 260,438 2,637 114,362
250,631 301,554 3,408 114,999
Total assets 1,277915 1,176,237 630,604 647,575
Current habilities
Trade and other payables 22 {49,481) (45,871) (3,555) {1,295)
Tax payable {13,527 (2,013) (80) 94)
(63,008) (47,884} {3,645} {1.389)
Nat current assets (liabilities) 187,623 253,670 (237 113,610
Non-current liatilities
Convertible bonds 23 (46,572) (77,968) - -
Deferred tax habiities 19 (37,540) (24,073} - -
Long term provisions 24 (32,749) {13,095) - -
(116,861)  (115,136) - -
Total habilities (179,869) (163,020 (3,645) (1,289)
Net assets 1,098,046 1,013,217 626,959 645,186
Equity
Share capital 25 27,544 27534 27544 27,534
Share premium account 72,721 72,622 72,121 72,622
Other reserves 26 140,747 149,205 93,762 100,592
Retained earnings 7 857,034 763,856 432,932 445,438
Total equity 1,088,046 1,013,217 626,959 646,186

The financia! statem ors on 13 March 2012 and signed on its behalf by

Rul de Sousa
Chairman

Roger Gagle
Director
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STATEMENTS OF CHANGES IN EQUITY
for the year to 31 December 2011

Group
Share Other Retained
Galled up premium reserves eamings
share capital accoum  (seeNole26)  (seeNote27) Toral
Notes $000's $000°'s $000°s $000's $000°s
As at 1 January 2010 24,451 74,077 11,317 656,423 763,268
New shares 1ssued 3,083 1,545 159,047 - 183,675
Share-based payments - - 9,612 - 9612
Transfer relating to share-based payments - - (1,431) 1,431 -
Transfer relating to convertible bonds - - (2,022) 2,022 -
Transfer relating to the unwinding of discount on redeemed bonds - - (8,086) 8,086 -
Unrealised currency translation differences - - 6] (5,538) {5,546}
Retained profit for the year - - - 101,432 101,432
As at 1 January 2011 27,534 72622 149205 763856 1,013,217
New shares 1ssued 25 10 99 - - 109
Purchase of own shares into treasury - - (6,829) - (6,829)
Share-based payments 28 - - 975 - a75
Transfer relating to convertible bonds - - (370) 370 -
Equity component of repurchased and cancelled bonds 23 - - {2,211) - (2,211)
Unrealised currency translation differences - - (23) 4,215 4,192
Retamed profit for the year - - - 88,593 88,593
As at 31 December 2011 27,544 72,71 140,747 857,034 1,098,046
Company
Share Other
Called up premium Téserves Retatned
share capital account  (see Note 26) tanungs Total
Notes $000's $000's $000's $000's $000's
Asat 1 January 2010 24,451 71,077 (58,447y 473002 510,083
New shares 1ssued 3,083 1,545 159,047 - 163,675
Unreahised currency translation differences - - (8) {21,686) (21,694)
Retained loss for the year - - - (5,878) {5,878)
As at 1 January 2011 27,534 72,622 100,592 445438 646,186
New shares 1ssued 25 10 a9 - - 109
Purchase of own shares into treasury - - (6,829) - (6,829)
Unrealised currency transation differences - - (1) (4,571) (4,572)
Retained loss for the year 13 - - - (7,435) {7,935)
As at 31 December 2011 27544 72,721 83,762 432,932 626,959
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CASHFLOW STATEMENTS
for the year to 31 December 2011

Group Gompany
201 2010 2001 2010
Notes $000's $000s $000’s $000's
Net cash from (used in) operating activities 29 90,183 36,682 (5,697) 7,191)
Investing activities
Purchase of intangible assets {51,242) (29,438) - -
Purchase of property, plant and equipment (100,954)  (122,459) (1) mn
Decrease in hquid mvestments - 151,954 - -
Investment in subsidiary undertakings - - (102,703) (25,732)
Proceeds on disposal of substdiary 12 - 85,867 - -
Net cash {used i} from investing activities (152,196) 85,931 (102,704) (25,809)
Financing activities
Purchase of own shares into treasury (6,829) - (6,829) -
Share-based payments 26 - (10477) - (10.477)
Repurchase of convertible bonds 23 (35,629) - - -
Repayment of borrowings 23 - (165,949) - -
Proceeds on issue of ordinary share capital 25 109 163,674 109 163,674
Net cash (used ) from knancing activities (42,349) {12,752) (6,720} 153,19/
Net (decrease) increase in cash and cash equivatents (104,362) 109,861 (115,121} 120,197
Cash and cash equivalents at hegimning of year 260,438 155,619 114,362 240
Effect of foreign exchange rate changes 3,899 {5,042) 3,396 (6,075)
Cash and cash equivalents at end of year 160,075 260,438 2637 114,362
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

01 General information

S0C0 International pk; 1s a company incorporated i the United Kingdom under the Compames Act The address of the registered office 1s given on page
99 The nature of the Group's operations and its prncipal actmities are set aut In Note 6 and in the Review of Operations and Financial Review on pages
20 to 26 and 28 to 30, respectively

02 Significant accounting policies

{a) Basis of preparation

The financial statements have been prepared in accordance with, and comply with, Infernationa! Financial Reporting Standards (IFRS) and on a going
concern basts of accounting for the reasons set oul w the Annual Report of the Directors on page 49 and in the Financial Revtew on page 30 The financial
statements have also been prepared in accordance with IFRSs adopted for use in the European Umion and therefore comply with Article 4 of the EU IAS
Regulatton and wath those parts of the Companies Act 2006 applicable to companies reporting under IFRS The financial statements have been prepared
under the tustoncal cost basis, except for the valuation of hydrocarhon inventory and the revaluation of certain financial instruments The financial
slatements are presented in US dollars as it 1s the functional currency of each of the Company’s subsidiary undertakings and 1 generally accepted
practice in the oil and gas sector The functional currency of the Company remains GB pounds atthough its financial statements are presented in US
dollass to be consistent with the Group The principal accounting policies adopted are set out helaw

{b) Adoption of new and revised accounting standards
At the date of authonisation of these financial statements, the following IFRS, International Accounting Standards (IAS), which have not been applied
In these financial statements, were I 1ssue but not yet effective (and in some cases had not yet been adopted by the European Union)

* |FRS 7 {amended) Disclosures — Transters of Financial Assets

* [FRS 9 Financial Instruments

IFRS 10 Consolidated Financial Statements

IFRS 11 Jomnt Arrangements

IFRS 13 Farr Value Measurement

IAS 1 {amended) Presentation of [tems of Other Comprehensive Income

-

The Directors do not expect that the adoption of the standards listed above will have a matenal impact on the financial statements of the Group n future
pertods, except as follows

* |FAS 9 will mpaci both the measurement and disclosures of financial Instruments
* |FRS 13 will mpact the measurement of farr value for certain assets and labilities as well as the associated disclosures

Beyond the information above, It 1s not practicable to provide a reasonable estimate of the effect of these standards untl a detalled review has been completed

(¢} Basis of consolidation

The Group financial statements consolidate the accounts of SOCO International plc and entities contralled by the Company (its subsidiary undertakings)
drawn up to the balance sheet date Control 1s achieved where the Company has the power to govern the financial and operating policies of an investee
entity so as to oblamn benefits fram its activiies The results of subsidianes acquired or sold are consolidated for the periods from or to the date on which
control passed Acquisitions are accounted for under the acquisition method whereby the assets, liabilires and contingent habilites acquired and the
consideration given are recognised In the Group accounts at their fair valugs as al the date of the acquisition

(d) Investments
Except as slated below, non-current investments are shown at cost less provision for mparment Liquid investments compnise short term quid investments
of between three to six menths’ matunty

(e} Interests In joint ventures

Jomtly controlled entities are those for which the Group exercises joint control over the operating and financial poticies These investments are dealt with
by propertionate consolidation whereby the consofidated financial statements include the appropniate share of these companies' assets, liabilities, income
and expenses on a ine by line basis

Where a consolidated member of the Group parhcipates in unincorporated joint ventures, thal member accounts directly for its share of the jointly
controlled assets, liabilities and related income and expenses which are then similarly ingluded in the consolidated financial statements of the Group

(fy Non-current assets held for sale
Non-curent assets classified as held for sale are measured at the fower of carrying amount and fair value less costs to sell and no depreciation 1s charged
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
continued

02 Significant accounting policies continued

{0) Revenue

Revenue represents the fair value of the Group's share of oif and gas sokd dunng the year on an entitlement basis. To the extent reventie anses from test production
dunng an evaluation programme, an amount 1s charged from evaluation costs to cost of sales so as 1o reflect a zero net margn

Ivestment revenue s acorued on a time basis, by reference to the principal outstanding and at the effective interest rate applicable

{h) Tangible and intangible non-current assets

01l and gas exploration, evaluation and development expenditure

The Group uses the full cost method of accounting for exploration, evaluation and development expenditure, wherely all expenditures incurred m conneclion with the
acquisizon, exploration, evaluation and development of ol and gas assets, ncluding directly aftributable overheads, interest payable and exchange differences directly
related to financing development projects, are capitalised in separate geographical cost pools

Cost pools are established on the basis of geographical area having regard to the operational and financial arganisation of the Group Intangible acqurstion, exploration
and evaluation cosls incurred in a geographical area where the Group has no established cost pool are Initially capitalised as intangible non-current assets except
where they fall outside the scope of IFRS 6 Exploration for and Evaluation of Mineral Resources whereby they are expensed as incurred subject to other guidance under
IFRS Tangible non-cument assets used in acquisttion, exploration and evaluation are classified wath tangible non-current assels as property, plart and equipment To
the extent that such tangible assets are consumed n exploration and evaluatien the amount reflecting that corsumplion 1s recorded as part of the cost of the Intangible
asset Upon successiul conclusion of the appraisal programme and determination that commercial reserves exist, such costs are transferred to tangible non-current
assets as property, plantand equipment Exploration and evaluation costs carmed forward are assessad for impaimment as descnibed below

Proceeds from the disposal of od and gas assets are credited against the relevant cost centre Ary overall surplus ansing In a cost centre 1s credited to the
income statement

Depreciation and depletion

Depletion is provided on oil and gas assets in production using the unit of production method, based on proven and probable reserves, apphed to the sum of the total
caprtatised exploration, evaluation and development costs, together with estimated future development costs at current prces Ol and gas assets which have a similar
economiic Iife are aggregated for depreciation purposes

Impairment of value

Where there has been a change in economic condibons o in the expected use of a tangible non-current asset that indicates a possible impairment in an asset,
management tests the recoverability of the net book value of the asset by companson with the estmated discounted future net cash flows based on management's
expectations of future ol pnces and future costs. Any dentified Impamment 1s charged to the mcome statement

Intangible non-current assets are considered for imparment at least annually by reference tothe ndicators in {FRS 6 Where there s an indication of impairment of an
exploration and evatuation asset which is within a geegraphic pool where the Group has tangible o1l and gas assets with commercial reserves, the exploration asset 1s
assessed for impaiment together with all other cash generating urits and refated tangible and intangible assets in that geographic pool and any balance remaining
after mpairment is amortised over the proven and probable reserves of the pool Where the exploration asset is In an area where the Group has no established peol, the
exploration asset s tested for impairment separately and, where determined to be mparred, 1s wntten off

Other tangible non-current assets
Other tangible non-current assets are slated at histoncal cost less accumutated depreciation Depreciation is provided on astraight ine basis at rates calculated to
wnite off the cost of thoese assets, less resrdual value, over therr expected usefu ives of three 1o saven years.

Decommissioning

The decommissianing provision is calculated as the net present value of the Group's share of the expenditise which 1s expected to be incured at the end of the
producing life of each fietd n the removal and decommussioning of the production, storage and transportation faciiies currently in place The cost of recognising the
decommissioning provision is Included as part of the cost of the relevant property, plant and equipment and 1s thus charged to the income statement on a unit of
producton basis in accordance with the Group's pohicy for depletion and deprecration of tangible non-current assets Peniod charges for changes m the net present value
of the decommissioning proviston ansing from discounting are ncluded n finance costs

(i) Changes m estimates

The effects of changes in estmates on the uit of produstion calculations are accounted for prospectively wver the estimated remaining proven and probable reserves
of each pool

{i} Inventones
Inventones, except for ivventones of hydrocarbons, are valued at the lower of cost and net realisable value

Physical inventones of hydrocarbons, which are held for trading purposes, are valued at net reatisable vatue and recorded as inventory Underlifis and overlitts are
valued at market value and are included in prepayments and accrued income and accnsals and deferred come, respectively Changes In iydrocarbon inventones,
underlifts and overlifts are adjusted through cost of sales
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(k) Leases
Rentals payable under operating leases are charged to the income statement on a siraight e basis over the term of the lease Benefits receved and recenvable
asan incentive 1o enter into an operatng fease are also spread on a straight line basis over the lease term

(I} Share-based payments

Equrty-settled awards under share-based incentve plans are measured at farr value at the date of grant and expensed on a straight line basts over the
performance penod along with a corresponding increase it equity Fair value 1s measured using an option pricing mode! taking into consideration management’s
best estimate of the expected Iife of the option and the estmated number of shares that will eventually vest

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

The tax currently payable 1s based on taxable profit for the year The Group’s hability for curent tax s calculated using tax rates that have been enacted o
substantively enacted by the balance sheet date

Deferred tax 1s the tax expected to be payable or recoverable on differences between the carrying amounts of assets and liabilities in the financial statements and
the corresponding tax bases, and ts accounted for using the batance sheet liability method Deferred tax habilttes are generally recogrused for all taxable temporary
differences and deferred tax assets are recognised to the extent that it s probable that sufficient taxable profits will be available to recover the asset Deferred tax
Is not recognised where an asset or hability 1s acquired m a transactton which 1s not a busmess combinaton for an amaunt which differs from s tax value

Deferred tax llabiities are recognised for taxable temparary ditterences ansing on investments in subsidianes and associates, and interests in joint ventures,
excepl where the Group 1s able to control the reversal of the temporary difference and it 1s probable that the temporary difference will not reverse in the
foreseeable future

Deferred tax 1s calculated at the tax rates that are expected to apply in the pencd when the llability 1s settled or the asset 1s realised based on tax rates that have
been enacted o substantivety enacted by the balance sheet date Deferred tax 1s charged or credited in the income statement, except when it relates 1o items
charged or credited directly to equity, m which case the deferred tax 1s also dealt with In equity

(n} Financial instruments
Financial assets and financial liabifities are recogrised on the Group's balance sheet when the Group becomes a party to the contractual provisions of the
nstrument The Group does not currently utiise denvative financiat instruments

Other than the convertible bonds there are 1o matenal financial assets and hiabilities for which differences between cammying amounts and fair values are required
to be disclosed The classification of financial instruments as requised by IFRS 7 1s disclosed in Notes 18, 21, 22 and 23

Financial asset at fair value through profit or loss

Where a financial instrument 1s classified as a financial asset at far value through profit or loss it 1s ntially recagrised at fair value At each bafance sheet date the
fair value 15 reviewed and any gamn or loss ansing 1s recogmsed in the ncome statement Changes in the net present value of the financial asset ansing from
discounting are included in other gains and losses

Trade receivables
Trade recevables are stated at their nominal value as reduced by appropnate allowances for estimated wrecoverable amounts

Trade payables
Trade payables are stated at therr nominal value

Converttble bonds

The net proceeds receved from the ssue of convertible bonds are spht between a iability element and an equity component at the date of 1ssue The faur value of
the liability component is estmated using the prevailing market interest rate for smilar non-convertible debt The difference between the proceeds of 1ssue of the
convertible bonds and the fair value assigned to the labiity component, representing the embedded aption to corvert the liabiity into equaly of the Group, 18
included in equity and ts not remeasured The hablity companent 1s camed at amortised cost

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

The interest expense on the bability companent 15 caleutated by apphying the prevasing market mterest rate for similar non-convertible debt to the liability
cemponent of the instrument The difference between this amount and the interest paid 1s added to the casrying amoun? of the convertible bonds

Upon redemption of convertible bonds, In accordance with therr terms at inception, the carrying amount of the liabiity 1s adjusted through the income statement to
mateh the redemplion amount Where bonds are repurchased n the market, the repurchase cost 1s allocated between the repurchased liability and the
repurchased embedded option to convert, using the same method descnbed above The difference between the amount allocated to the hiability and the carrying
amount of the hablity 1s recorded in the iIncome statement, and the amount allecated to the repurchase of the em bedded option to convert 1s debited to equity
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
continued

02 Significant accounting policies continued

Equity instruments

Equity instruments 1ssued by the Compary are recorded at the proceeds received, net of direct iIssue costs Equity instruments repurchased are deducted
from equity at cost

(o) Fereign currencies

The indvidual financial statements of each Group company are stated m the currency of the primary economic environment in which it operates (its
functional currency) Transactions in currencies other than the entity’s functional currency (foreign currency) are recorded at the rate of exchange at the
date of the lransaction Monetary assets and habilittes denominated n foreign currencies at the balance sheet date are recorded at the rates of exchange
prevailing at that date, or iIf appropriate, al the forward contract rate Any resulting gans and losses are included i net profit or loss for the pertod

For the purpose of presenting consolidated financial statements the results of entilies denominated n currencies other than US dollars are translated
at the average rate of exchange during the period and their balance sheets at the rates ruling at the balance sheet date Exchange differences anising on
retranslation at the closing rate of the opening net assets and results of entities denominated in currencies other than US dollars are dealt with through
equity and transferred to the Group's retained earnings reserve

(p} Pension costs
The contributions payable in the year in respect of pension costs for defined contribution schemes and other post-retirement benefits are charged to the

ncome statement Differences between contnbutions payable in the year and contributions actually paid are shown erther as accruals or prepayments
in the balance sheet

03 Financialrisk management

The Board reviews and agrees pohicies for managing financial nsks that may affect the Group In certamn cases the Board delegates responsioihity tor
such reviews and policy setting to the Audit Commuttee The main financial nsks affecting the Group are discussed below

Credit nsk

The Group's nen-current financial asset that is subject to credit nsk compnses a financial asset at fair value through profit or loss arising in respect of
the Group's disposal of its Mongolia interest (see Note 18) The Group's and Company's other financial assets comprise investments, trade recevables
and cash and cash equivalents The Group seeks to mimimise credit risk by only maintaming balances with creditworthy third parties including major
multi-national oil compames subject to contraciual terms in respect of trade recevables The credit nsk on ligud funds ts imited as the Board only selects
institutions with high credit-ratings assigned by snternational credit-rating agencies and endeavours to spread cash bafances and liquid investments over
more than one nstitution The level of deposits held by different mstitutions 1s regularly reviewed The Group's maximum exposure to credit nsk as at

31 December 2011 was $277 1 million {2010 - $319 4 million)

Foreign currency nsk

The Group pnmarily conducts and manages its busmess in US dollars Cash balances in Group subsidiaries are usually held in US dollars, but smaller
amounts may be held i GB pounds or local currencies to meet immediate operating or administralive expenses, or to comply with local currency
regutations From time to time the Group may take short term hedging positions to protect the value of any cash balances it holds in non-US dollar
currencies The impact of a 10% movement 1n foreign exchange rates on the Group's net assets as at 31 December 2011 would not have been matenal
(2010 - $11 0 mulhion) and would not have been matenal with respect to the Group's profit in 2011 and 2010

Liquidity nsk

The Group’s cash requirements and balances are projected for the Group as a whole and for each country in which operations and capital expenditures

are conducted The Group meets these requirements through an appropriate mix of available funds, equity instruments and debt financing The Group's
ability to satisty its debt oblgations and to pursue its operational objectives are discussed in the Risk Management Report The Group seeks to minimise
the impact that any debt financings have on its balance sheet by negotiating borrowings in matching currencies (see Note 23} The Group further mitigates
liquidity risk by entering nto arrangements with industry partners thereby sharing costs and nisks, and by maintaiing an insurance programme to minimise
exposure to insurable losses

Interest rate nsk

The Group earns interest on its cash, cash equwvatents and liquid mvestments at floating and fixed rates Freed rate mterest s charged on the Group's
convertible bonds (see Note 23) The tair value of the Group's non-current financial assel (see Note 18} Is also dependent on the discount rate used
Management assesses the Group’s sensitivity to changes in nterest rates |f interest rates had been 0 5% fugher or lower and all other variables held
constant, the Group’s profit for the year ended, and its net assels at, 31 December 2011 would decrease or increase by $2 1 million {2010 — $2 7 million)
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Commodity pnce nsk

The Group’s production s usually sold on “spot” or near term contracts, with pnces fixed at the time of a lransfer of custody or on the basts of a monihly average market
price However the Board may give consyderation in certain crcumstances to the appropnateness of entenng into fixed pnce, long term marketing contracts Although
oll prices may fluctuate wadely, it is the Group's policy not to hedge crude off sales unless hedgmg 1s required to mitigate financial nisks associated with debt financing of
its assets or to meet its commitments Over tme, during periods when the Group sees an opportunity to lock in atiractive oil prices, it may engage in hmited pnce: hedging

Regulatory nsk
The Group operates in countes with emerging taxation and other regulatory regmes The compliance with and interpretation of these taxation and other regulations

may expose the Group to nsk The Group seeks to mimmuse such nsk by 1sing i country professtonal advisors and by engaging directly wath the relevant authorties
where appropnate

Contractual risk
The Group enters mto-vanous contractual arrangements in the ordinary colrse of its business Stch contracts may rely on pravisional information that ts subject to

turther negotration at a later date This may gve rise to uncertamty regasding such mformation In considering any financial mpact on the Group's financial statements,
Income, expenses, assets and liabilities are recognised in accordance with applicable [FRS and IAS

Capital nsk management

The Group manages 1ts capital to ensure that entities in the Group will be able to continue as going concems while maxmising the returm to stakeholders through the
optimisation of the debt and equity balance The capital structure of the Group consists of debt (see Note 23), cash and cash equivalents and equity attnbutable to
equity holders of the parent, comprising rssued capital, reserves and retained earmings as disclosed in Notes 25, 26 and 27 and in the Statement of Changes in Equity
Dunng the year the Company purchased 1,497,852 of its own ordinary shares, of £0 05 each, inta treasury (see Note 26) and repurchased and cancelled corvertible
bonds with a par value of $35 4 milion (see Note 23)

04 Criticaljudgements and accounting estimates

(a} Crtical judgements in applymg the Group’s accounting policies

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

0il and gas assets

Note 2(h) desciibes the judgements necessary to implement the Group's policy with respect to the carrying value of intangble exploration and evaluation assets and
tangble property, plant and egupment Management considers these assets for impairment at least annually with refesence to indicators in IFRS 6 and 1AS 36,
respectively In partcular, capitalised expenditure relating to Block 16-1 n Vietnam s considered to be one cash generating urit due to the level of economic and
management interdependence Note 15 discloses the camying value of infangible exploration and evaluation assets and Note 16 disclosas the carrying value of
property, plant and equipment Further, Note 2(h) descnbes the Group's policy regarding reclassification of ntangible assets to tangble assets Managerment considers
the appropniateness of asset classification at least annually

Financial asset

HNote 2(n) describes the accounting policy with respect to financial assets at fair value through profitor loss The key judgements that are used in calcutating the fair value
of the Group's financial asset ansing on the dispesal of its Mongolia interest are described In Note 18 and are reviewed at least annually The only market nsk assumption
that has a significant impact on the fair value of this asset 1s the discount rate, as descnbed n Note 3

Convertible bonds

Note 2(n} sets out the Group's accounting policy on convertible honds Management assesses the farr value of the kabiity component at issue and reviews the
appropnateness of the amartisation penod at least annually Note 2(h) describes the nalure of the costs that the Group capitalises which include applicable borrowing
costs thal are directly atinbutable to qualifying assets as defined in 1AS 23 Borrowing Costs (tAS 23) Management has corsedered the definutien of qualifying assets
IAS 23 and has determined that the only expenditure that met the detintion was that related to the Group’s interests i Vietnam Consequently, the nterest associated
with capital expendrture in Vietram has been capttalised up to the date at which such qualifying assets entesed into production

(b} Key sources of estimation uncertamnty
The key assumptions concerming the future, and other key sources of estmation uncertamty at the batance sheet date, other than those mentioned above, that may have
asignificant nsk of causing a matenal adjustment to the carrying amounts of assets and llabiiities are discussed below

il and gas reserves

Note 2(h) sets out the Group's accounting policy on depreciation and depletion Proven and probable reserves are estmated using standard recognised evaluation
techniques The estimate 18 reviewed at least twice a year and 1s regularty reviewed by independent consultants Future development costs are estmated taking into
account the level of development regutred to produce the reserves by reference to operators, where apphicable, and internal engineers

Decommissiening provision
The accounting policy for decommissioming 15 discussed in Note 2() The cost of decommussioning 1s estimated by reference to operators, where applicable, and
nternal engineers Further detalls are provided it Nole 24
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
continued

05 Totalrevenue

An analysis of the Group's revenue 1s as follows

201 2010
$000's $000s

Continuing operations
Ol and gas sales {see Note 6) 234,156 48,390
Investment revenue 1,080 1,301

235,236 49,691
Discontinued operations

01l sales (see Nole 6) - 64,660

235,236 114,351

06 Segment iInformation

The Group has one pnncipal business activity being o1l and gas exploration and production The Group's operations are located in South East Asia and
Afnica {the Group's operating segments) and form the basis on which the Group reports its segment information  There are no inter-segment sales

Discontinued
Continuing operations operahons 2m
SE Asia Afnca’  Unallocated Total Group
$000's $000's $000's $000's $000's $000's
Od and gas sales (see Note 5) 234,156 - - 234,156 - 234,156
Prahit (loss) before lax' 165,563 - {6,924) 158,639 - 158,639
Tax charge (see Note 11) 70,033 - 13 70,046 - 70,046
Depletion and depreciation 19,298 - 111 19,409 - 19,409
Discontinusd
Continuing aperations operations? 2010
SE Asia Afnca? Unallocated Total Group
$000's $000's $000's $000's 5000 s $000s
01l and gas sales 48,390 - - 48,390 64,660 113,050
Profit (loss) before tax’ 35,487 - {4,636) 30,851 117,603 148 454
Tax charge 18,544 - 4 18,548 28,474 47022
Depletion and depreciation 5,897 - 149 6,046 3732 9,778

' Unaliocated amounts included in profit before tax comprise corporate costs not atiributable to an aperating seqment Investment revenue, sther gains and josses and finance costs

21 Septzmber 2010 the Group comp!sted the sale of its Thauland interest which was included in the SE Asia segment and s classified as a discontinued operation Profit befare tax includes
the profit on disposal of SB0 1 mihon (sew Note 12)

* Costs assowiated wath the Africa segment are capitalised In accordance with the Group s accounting policy
The accounting policies of the repartable segments are the same as the Group's accounting policies as described in Note 2

Included tn revenues ansing from South East Asia {continuing and discontinued operations) are revenues of $84 5 mullion, $60 4 mtlion and $29 6 million
{2010 - South East Asia $54 4 mullion, $34 2 million and $12 5 millien) which arose from the Group's largest individual customers
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Geographtcal informanon

Group revenue and non-current assets {excluding the financial asset) by geograpucal location are separately delailed below where they exceed 10%
of total revenue or non-current assets, respectively, in any particular year

Revenue

All of the Group's revenue Is derived from foreign countnes The Group's revenue by geograpfucal location 1s determined by reference to the final
destination of ol or gas sold

201 2010

$000's $000's

Vietram 61,959 48,389
China 54,885 -
Malaysia 44,195 -
Japan 25,923 -
South Korea 15,934 19,560
Thalland - 35,922
Other 31,260 9,179

234,156 113,050

Non-current assets

201 2010

$000's $000s

United Kingdom 44 116
Vietnam 793,446 692,760
Other - Afnca 193177 144,359

986,667 837,235

070ther gains and losses

201 2010
$000°s $000 8
Change in fair value of financral asset (see Note 18) 3,169 1,202
Gain on repurchased and cancelled convertible bonds (see Note 23) 270 -
Currency exchange loss (141) {264)
Currency exchange gam ansing on discontinued operations - 1,067
3,288 2,006
0B Finance costs
2om 2010
$000's $000's
Interest payable n respect of convertible bonds (see Note 23) 5,958 9,724
Other interest payable and similar fees 75 64
Unwinding of discount on provistons (see Note 24) ™m 393
Unwinding of discount on provisions arising on discontinued operations - 53
Unwinding of discount on redeemed bonds (see Note 23} - 8,086
Capalised finance costs (4,120) (17,742)
2,684 578

The amount of finance costs capitalised was determmed by applying the weighted average rate of finance costs applicable to the borrewings of the Group
of 791% (2010 - 13 27%) to the expenditures on the qualfying asset (see Notes 4 and 23)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
continued

09 Auditor’s remuneration

The analysis of the auditor’s remuneration 1s as follows

2011 2030

$000°s 30008

Fees payable to the Company's auditor and therr assoctates for the audit of the Campany’s annual accounts 202 135
Fees payable to the Company’s auditor and their associates far other services to the Group

Audit of the Company's subsidiaries 14 17

Total audit fees 216 152

Audit related assurance services 80 74

Other assurance services 137 27

Corporate finance services - 171

Total non-audit fees 217 272

The amounts payable to Deloitte LLP by the Group in respect of audit related assurance services comprises $80,000 relating to the Group's hall year
review (2010 — $74,000) Other assurance services includes advisory services refating to remuneration, induction and the Company’s long term incentive
plan in the amount of $76,000 (2010 - $19,000) and agreed upon precedures relating to the Group's Africa region in the amount of $55,000 (2010 — nit}
Details of the Company’s policy on the use of auditors for non-audit services are set out in the Corporate Governance Report on pages 51 ta 58

Fees payable to Detoitte LLP for non-audi services to the Company are not required to be disclosed separately because the consolidated financial
statements disclose such fees on a consolidated basis

105taff costs

The average monthly number of employees of the Group including Executive Directars was 14 (2010 ~ 15), of which 12 (2010 - 12) were admiristrative
personnel and 2 {2010 - 3) were operations personnel Their aggregate remuneration comprised

Group

2011 2010

$000's $000s

Wages and salanes 6,225 4474
Social secunty costs 276 215
Share-based payment expense (see Note 28) 975 865
Other penston costs under money purchase schemes 426 421
7,902 5,975

In addition to the above, other benefits were prowided to emplayees m the amount of $0 3 million (2010 - $0 3 million) In accordance with the Group's
accounting pehcy $3 3 million of the Group's staft costs above have been capitalised (2010 — $2 2 million)
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11 Tax

Contimong operations Discontinued aperations Group

zon 2010 LU 2010 20 2010

$000's $000 3 $000's $000s $000's $000's

Current tax 56,579 10,531 - 25,622 56,579 36,153

Deferred tax (see Note 19) 13,467 8,017
70,046 18,548

2,852 13,467 10,869
28,474 70,048 47,022

The Group's corparation tax s calculated at 50% (2010 - 50%) of the estimated assessable profit for the year in Vietnam Durning 2011 and 2010 both
current and deferred taxation have arisen in overseas junsdictions only

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

2011 2010
$000°s $000s
Profit before tax on continuing operations 158,639 30,851
Profit befere tax on discontinued operations - 117,603
Profit before tax 158,639 148,454
Profit before tax at 50% (2010 - 50%) 79,320 74,227
Effects of
Non-taxable income and non-deductible expenses {13,159} (183)
Tax losses not recognised 3,967 2,939
Non-taxable profit on disposal - {40,058)
Taxes not related to profit before tax - 7,979
Adjustments to tax charge in respect of previous years (82) 2118
Tax charge for the year 70,046 47,022

The prevailing tax rate in the jurisdictions in which the Group produces ol and gas 1s 50% The tax charge in future penods may also be affected by
the factors mn the reconciliation

12 Discontinued operations

In July 2010, SOCO announced that it had entered into a conditional sale and purchase agreement, with an effective date of 1 January 2010, for the sale
of 1ts whoily owned subsiiary SOCO Thailand LLT {SOCD Thanand) w Salamander Energy plc The disposal completed in September 2010 for anmiual
value of $105 0 million {subject to certain financial adjustments), plus contingent cash consideration of $1 0 million (the Disposal) SOCO Thailand was
the 99 9993% shareholder of $OCO Exploration (Thailand) Co Limited, the entity that held the Group's interest in the Bualuang Field, offshore of Thailand
and which was a component of the Group’s South East Asia segment (see Note 6) The results of the Group's discontinued Thailand tnlerest 1s shown on
the consolidaled income statement and in Note 6 Net operating cash flows from discontinued operattons are shown in Note 28 Upon completion the
Group recogrised a gain, excluding contingent constderation, of $80 1 milkon and cash inflow of $85 8 mullion reflecting the $105 0 milhon cash
consideration less the Group's share of cash held by the Thailand interest of $16 3 million, transaction costs of $1 8 million and financial adjustments

of $1 0 million

13 Loss attributable to SOCO Internationalplc
The loss for the financial year deatt with in the accounts of the Company was $7,935,000 (2010 — loss of $5,878,000 inclusive of dividends from

subsidiary undertakings} As provided by section 408 of the Companies Act 2006, no income statement or statement of comprehensive income
Is presented in respect of the Company

$0CO International ple
Annual Aeport and Accounts 2011

85




86

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

continued

14 Earnings pershare

The calculation of the basic and diluted earnings per share ts based on the following data

201 2010
$000"s $000s

Earmngs from continuing operations

88,593 12,303

Efiect of dilutive potential ordinary shares Interest on convertible bonds - 68
Earnings for the purposes of diluted earnings per share on continuing operations 83,593 12,371
Earnings from discontinued operations - 89,129

Earnings for the purpases of diluted earnings per share on continuing and discontinised operations

88,543 101,500

Number of shares ("000)

201 2010

Werghted average number of ordinary shares for the purpose of basic earnings per share
Effect of dilutive potential ordinary shares

Share awards, options and warrants

Canvertible bonds (see Note 23)

336,072 328,459

1,348 14,046
- 14,560

Werghted average number of ordinary shares for the purpose of diluted earmings per share

337,420 357,065

At 31 December 2011, up to 4,859,552 potential ordinary shares in the Company that are undertying the Company's convertible bonds (see Note 23)
and that may dilute earnings per share in the future were not included in the calculation of diluted earnings per share because they were antidilutive

for the year ended 31 December 2011

15 Intangible assets
Grottp
$000's
Exploration and evaluatien expenditure
As at 1 January 2010 103,462
Additions 40,794
As at 1 January 2011 144,256
Addtions 48,846
As at 31 December 2011 193,102

Intangible assets comprise the Group's exploration and evaluation projects which are pending determination
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16 Property, plant and equipment

Group Company
€1l and gas
properiies Othes Total QOther

$000°s $000's $000’s $000's
Cost
As at 1 January 2010 596,417 1,400 597,826 1,074
Additions 158,363 167 158,530 7
Disposals (see Note 12) (39,076) {40) {39,116) -
Currency exchange - 31) {31) {31)
As al 1 January 2011 715,704 1,505 717,209 1,120
Additions 119,984 9 119,993 1
Currency exchange - (8) (8) {8)
As at 31 December 20114 835,688 1,506 837,194 1,113
Depreciation
As at 1 January 2010 23,887 1,204 25,091 912
Charge for the year 9,629 149 9,778 119
Disposals {see Note 12) (10,572) 40) (10,612} -
Currency exchange - 27} (27) (27}
As al 1 Japuary 2011 22,944 1,286 24,230 1,004
Charge for the year 19,2098 m 19,409 75
Currency exchange - (10} {10} (10}
As at 31 December 2011 42,242 1,387 43,629 1,069
Carrying amount
As at 31 December 2011 793,446 119 793,565 44
As at 31 December 2010 692,760 219 692,979 116

Other fixed assets compnise plant and machinery, computer equipment and fixtures and fittings
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
continued

17 Fixed asset investments

Pnincipal Group investments
The Company and the Group had Investments in the following subsidiary undertakings as at 31 December 2041 which principally affected the profits or
niet assets of the Group, all of which are indirectly held

Percentage

Country of incorporation Country of operatton Pnncipa! actavity helding

OPECO Vietnam Limited Cook Islands Vietnam 01 and gas exploration 100
S0CO Congo Limited® Cayman Istands Congo (Brazzaville} Investment holding 85
S0CO DRC Limited? Cayman Islands Congo {Kinshasa) Investment holding 85
SO0CO Vietnam Ltd? Cayman Islands Vietnam 01l and gas exploration and production B0

' S0CQ Congo Limited {SOCA Cango) ewns 100% of SOCO Exploration and Production Canga SAwhich holds the Group s working wterest in ts Cango (Brazzaville) assst The Graup funds
100% of SOCO Congo and is entitled to recerve 100% of the distnbutions made by SOCO Congo until it has recovered such funding Including a rate of return The 15% non-contioling interest
is held by Quantic Lirnited

?50C0 DRC Ltmited (SOCO DRC) owns 99% of SOCO Exploration and Production DRC Spri which tolds the Group s working nterest In its Democratic Republic of Congo (Kinshasa) asset The
Group funds 100% of SOCO DRC and 1s enitled o receve 100% of the distrbutions made by SOCO DRC until it has recavered such funding mcluding a rate of return The 15% nen-controlling
nterest1s hetd by Quantic Limited

* The remaining 20% nen-controlling Interest 1s funded by the Group The Group 1s entitled to recerve 100% of the distributions made by SOCO Vietnam until it has recovered s funding of the
non controlling nterest including a rate of return on the non-controlling Nterest's pro rata portion of these distributions

The Company's investments in subsidiary undertakings include contributions to the SOCO Employee Benefit Trust (see Note 26} and are otherwise
held in the form of share capital

18Financial asset

In 2005, the Group disposed of its Mongalia interest to Daging Oilfield Limited Company Under the terms of the transaction the Group will receve a
subsequent payment amount of up to $52 7 million, once cumulative preduction reaches 27 8 million barrels of oil, at the rate of 20% of the average
monthly posted marker price for Daqing crude multiphed by the aggregate production for that month The subsequent payment amount 1s included in
non-current assets as a financial asset at far value through profit or loss The timescale for the production of crude ail in excess of 27 8 milion barrels
and the price of Daging marker crude oll are factors that cannot accurately be predicted However, based upon the Directors’ current estimates of
proven and probable reserves from the Mongolia interests and the development scenanos as discussed with the buyer, the Directors believe that the
full subsequent payment amount will be payable The fair value of the subsequent payment amount was determined using a valuation technigue as
there 1s no active market agatnst which direct compansons can be made (Level 3 as defined i IFRS 7) Assumptions made in calculating the fair value
include the factors mentioned above, nsked as appropriate, with the resultant cash flows discounted at a commercial nisk free interest rate The fair
value of the financial asset at the date of completion of the sale was $31 5 milltlon As at 31 December 2011 the farr value was $40 6 milhon

{2010 — $37 4 milkion) after accounting for the change in fair value (see Note 7)

88 $0CO International ple
Annual Report and Accounts 2011




19Deferred tax

The following are the major deferred tax habilities recogmised by the Group and movements thereon during the current and prior reporting penod

(Accelerated) Other
decelerated tax tenporary fax

depreciation differences losses Group

$000's $000’s $000's $000's

As at 1 January 2010 (10,916) (11.917) 12 (22,821)
{Charge) credit to mcome {11,178) 309 - {10,869)
Disposal of subsidiary {see Note 12) 6,212 3,405 - 9617
As at 1 January 2011 (15,882) {8,203} 12 (24,073)
Charge to income (see Note 11} (8,927) (4,528) (12} {13,467)
As at 31 December 2011 {24,809) (12,731} - (37,540}

There are no unprovided deterred taxation balances at either balance sheet date except n relation to gross losses that are not expected to be utihsed
in the amount of $72 4 million {2010 - $51 7 million)

20 Inventories

Invertorres compnise crude ofl and condensate

210ther financial assets

Group Company
2011 2010 2011 2010
$000's $000 5 $000's $000's

Amounts falling due within one year
Trade recevables 63,649 6,904 - -
Other receables 12,218 14,382 48 53
Prepayments and accrued income 3,991 3,091 482 450
79,859 24,377 530 503

There are no amounts overdue or allowances for doubtful debts in respect of trade or other receivables There 1s no matenial difference between the
carrying amount of trade and other receivables and their fair value The above financial assets are held at amortised cost

22 0ther financial habilities

Group Company

2011 2010 2011 2010

S000°s S000's $000's $000s

Trade payables 17,114 13,833 ~ B
Other payables 12,967 17,002 334 614
Acciuals and deferred mcome 19,400 14,946 3224 681
49,481 45871 3,555 1,295

There 1s no matenal difference between the carrying value of trade payables and their fair value Accruals and deferred income includes interest payable
of $0 3 milon {2010 - $0 5 mullion) n respect of convertible bonds (see Note 23) The above financial habilities are held at amortised cest and are not
discounted as the impact would not be matenal
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
conttnued

23 Convertible bonds

In May 2006, the Group 1ssued bonds at a par value of $250 million which will be convertible nto ordinary shares of the Company at any time, at the
option of the bendholdes, from June 2006 until six days before their matunty date of 16 May 2013 At the initial conversion price of £5 46 per share there
were 24 952,000 ordinary shares of the Company underlying the bonds On 16 May 2010, bonds with a par value of $165 9 million were redeemed at the
option of each bondholder The accelerated unwinding of the discount relating to the redeemed bonds was charged to finance costs in 2010 in the amount
of $8 1 miltion and capitalised in accordance with IAS 23 Borrowing Costs

During 2011, the Company repurchased and subsequently cancelled bonds with a par value of $35 4 million and a casrying value of $33 7 million for

a consideration of $35 6 mithon which was allocated between the repurchase of the hability component and the repurchase of the equity component,
being the embedded conversion option In accordance with IAS 32 Financial Instruments, a gamn of $0 3 milion was recorded relating 1o the difference
hetween the farr value of the constderation allocated to the liability component and the carrying value of the liability component of the cancelled bonds
The consideration allocated to the equity component was deducted In equity If the bonds have not been previously purchased and cancelled, redeemed
or corverted, the remaining bonds will be redeemed at par value on 16 May 2013 Interest of 4 5% per annum will be paid semi-annually up to that date

2011 2010
$000's $000's
Lrability component at 1 January 78,449 234,104
Bonds cancelled upon repurchase (35,629) -
Gamn on cancelfled bonds (see Note 7) (270) -
Equity companent of cancelled bonds (see Note 26) 2,211 -
Redeemed bands - {165,949)
Urwinding of dhiscount on redeemed bonds (see Note 8) - 8,086
(Other interest charged (see Note 8) 5,958 9,724
interest paid (3,870) {7.516)
Total hahility component as at 31 December 46,849 78,449
Reported in
Interest payable in current hablities (see Note 22) 277 481
Non-current habilities 46,572 77,968
Total habulity component as at 31 December 46,849 78449

The interest charged for the year 1s calculated by applying an effective imterest rate of 7 91% (2010 — 13 27%) to the hability component for the
penod which includes the 4 5% pard in cash semu-annually There 1s no matenal difference between the carrying amount of the hability component
of the convertible bonds, which i1s carned at amortised cost, and their farr value This farr value is calculated by discounting the future cash flows at
lhe market rate

The Group’s remaining contractual liability compnsing pnincipal and interest, based on undiscounted cash flows at the earliest date on which the
Group 15 required to pay and assuming the bonds are not purchased and cancelled, redeemed or converted pnior to 16 May 2013, 1s as follows

2011 2010

$000's $000's

Within one year 2,19 3,782
Within two — five years 49,785 89,724
Total as at 31 December 51,976 93,506
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24 Long term provisions

Decommisstoning
Group
$000's
As at 1 January 2011 13,095
New provisions and changes in estimates 18,883
Unwinding of discount (see Note 8) m
As at 31 December 2011 32,748
The provision for decommissioning 1s based on the net present value of the Group’s share of the expenditure which may be incurred at the end of
the preducing hie of each field (currently estimated to be 17 —19 years) in the removal and decommissioning of the faciliies currently in place
25 Share capital
201 2010
$000°s 000 s
Issued and fully-paid
340,539,452 ordinary shares of £0 05 each (2010 - 340,419,452) 27,544 27,534

As at 31 December 2011 authonsed share capital camprised 500 million {2010 — 500 million) ordinary shares of £0 05 each with a total nominal value

of £25 milhon (2010 — £25 million) The Company 1ssued 120,000 new ardinary shares of £0 05 each dunng 2011 (2010 - 9,814,172} upon the exercise
of certain share options (see Note 28)

260therreserves
Group
Share-

Merger Own based Convertible

reserve shares payments bonds Total

$000's $000's $000's $000's $000°s
As at 1 January 2010 56,882 (631) (58,346) 13,412 1,317
Shares 1ssued 159,047 - - - 159,047
Share-based payments - - {9,612) - 9,612
Transfer relating to share-based payments - - (1,431) - (1,431)
Transfer relating to convertible honds - - - (2,022) {2.022)
Unwinding of discount on redeemed bonds - - - {8,086) (8,086)
Currency exchange translation differences - - {8) - 8
As at 1 January 2011 215,929 (631) (69,397) 3,304 149,205
Purchase of own shares into treasury - (6,829) - - (6,629)
Share-hased payments - - 975 - 975
Transfer relating to convertible bonds - - - {370) (370)
Fquity component of cancelled bonds (see Note 23) - - - (2,211) (2,211)
Currency exchange translation differences - - {23) - {23)
As at 31 December 2011 215,929 (7.460)  (68,445) 723 140,747
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
continued

26 Otherreserves continued

Gompany
Share-
Merger Own hased
reserve shares payments Total
$000°s $000's $000's $000's
As at 1 January 2010 - 631) (57,816) (58,447)
Shares 1ssued 150,047 - - 159,047
Currency exchange translation differences - - 8 {8)
Asat 1 January 2011 159,047 (631) {57,824) 100,592
Purchase of own shares into treasury - (6,829) - (6,829)
Currency exchange translation differences - - (1) (1)
As at 31 December 2011 169,047 (7,460) (57,825) 93,762

Duning the year the Company purchased 1,497,852 of its own ordinary shares (Shares) inta treasury at a cost of $6 8 mullion (2010 — nil) The number
of treasury Shares held by the Group and the number of Shares held by the SOCO Employee Benefit Trust {Trust) at 31 December 2011 was 1,607,852
(2010 - 110,000) and 4,156,922 (2010 — 4,156,922), respecively The market price of the Shares at 31 December 2011 was £2 926 (2010 - £3 696)
The Trust, a discretionary trust, holds Shares for the purpose of satisfying long term incentive awards for semior management of the Group, details of
which are set out in Note 28 and i the Directors’ Remuneration Reporl on pages 59 to 67 The trustees purchase Shares in the open market which are
recognised by the Company within investments and classified as other reserves by the Group as descnbed above When award conditions are met an
unconditional transfer of Shares 1s made out of the Trust to plan participants The Group has an obligation 1o make regular contributions to the Trust to
enable it to meet its financing costs Rights to dividends on the Shares held by the Trust have been waived by the trustees

The Statement of Comprehensive Income for the year ended 31 December 2010 has been re-presented to exclude an amount of $11 5 mullion compnising
transfers into other reserves from retained earnings because they did not result in a change in equity

27 Retained earnings
Group
Unrealised
CUrrency
Retained translation
profit differences Tolal
$000's $000's $000°s
As at 1 January 2010 658,690 (2,267) 656,423
Profit for the year 101,432 - 101,432
Transtar relatng to share-basad payments 1431 - 1,431
Transler refating to convertible bonds 2022 - 2,022
Unwinding of discount on redeemed bonds 8,086 - 8,086
Unrealised currency translation differences - 5,538 (5,538)
As at 1 January 2011 771,661 (7,805) 763,856
Profit for the year 88,593 - 88,593
Transfer relating to convertible bonds 370 - 370
Unrealised currency translation differences - 4,215 4,215
As at 31 December 2011 860,624 {3,580) 857,034

The retaimed profit for the Company 1s as set out in the Statement of Changes in Equity
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28 Incentive plans

Details of the Group's employee incentive schemes are set out below Additional information regarding the schemes 1s included in the Directors’ Remuneration
Report on pages 50 to 67 The Group recognised total expenses of $975,000 (2010 ~ $865,000) in respect of the schemes during the year, a proportion
of which was capitalised mn accordance with the Group's accounting policies

Long Term Incentwe Plan (LTIP}

The Company operates a LTIP for senior employees of the Group Awards vest over a perod of three years, subject to performance criteria which have
been set with reference to the Company's totat shareholder return (TSR) relalive to a range of comparator companies Consideration may also be given
1o assessment as to whether the TSR performance 1s consistent with underlying performance Awards are normally forfeited if the employee leaves the

Group before the award vests Awards normally expire at the end of 10 years following the date of grant, subject to the requirement to exercise certain
awards prior to 15 March of the year following vesting

Awards would normally be equity-settled threugh a iransfer at nil consideration of the Company’s ewn ordinary shares {Shares) held by the S0C0
Employee Benefit Trust (Trust) (see Note 26) No awards were exercised during the year ended 31 December 2011 The Company has no legal or
constructive obligation to repurchase or settle awards in cash Details of awards outstanding during the year are as follows

2011 2010

No of share No of share

awards awards

As at 1 January 1,863,000 6,089,932
Granted 778,000 627,800
Exercised - (4,629,804}
Lapsed - (224,928)
As at 31 December 2,641,000 1,863,000

There were no awards exercisable at 31 December 2011 or 2010 Awards outstanding at the end of the year have a weighted average remaining

contractual hfe of 2 0 {2010 — 2 2) years The weighted average market price and estimated fair value of the 2011 grants (at grant date) were £2 97
and £0 856, respectively

The fair value of awards at date of grant has been estimated using a binormal optton pncing model, based on the market price at date of grant set out
above and a nil exercise price The future vesting proportion of 28 9% was estimated by calculating the expected probability of the Company’s TSR ranking
relalive to Its comparators based on modelling each company's projected future share pnce growth

Share options

The Company operated a discretionary share option scheme for key employees of the Group which expired i Apnil 2007 without prejudice to the subsisting
nghts of participants Ophions are exercisable at a pnce equal lo the average quoled market price of the Company's Shares on the date of grant The
vesting penad 1s three years, subject to performance critena based on the Company's TSR relative to a range of comparator companies Unexerctsed
options expire at the end of a seven or 10 year perod, in accordance with the plan rules Options are normally forfeited if the employee leaves the Group
before the options vest Dunng 2009, the Company estabhished a new discretionary share oplion scheme As at 31 December 2011, no awards had been
made under that scheme Options would normally be equity-setiled through newly 1ssued Shares The Company has no legal or constructive obligatien to
repurchase or settle aplions in cash Detalls of eptions outstanding duning the year are as follows

2011 2010

Weighted Weighted

average average

Ho of share  exercise price No ofghare  exercise price

oplions £ options £

As at 1 January 1,000,000 1.20 1,200,000 110
Exercised {120,000) 056  (200,000) 056
As at 31 December 880,000 1.29 1,000,000 120
Exercisable as at 31 December 680,000 061 918,000 053

The weighted average market price at the date of exercise dunng the year was £3 47 (2010 - £4 03) Options ocutstanding at the end of the year have
aweighted average remaining contractual life of 19 (2010 -2 7) years
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
continued

29Reconciliation of operating profit to operating cash flows

Growp Company
201 2010 201 2010
$000's $000s $000's $000's
Operating profit {loss} from continuing operations 156,945 29137 (8,298) {6,608)
Operaling profit from discontinued operations - 36,473 - -
156,945 65,610 {8,298) {6,608)
Share-based payments 975 865 975 865
Depletion and depreciation 19,409 9,778 75 19
Operating cash flows before movements in working capital 177,329 76,253 (7,248) (5,624)
Decrease (increase) In Inventories 6,175 (873) - -
(Increase) decrease In recevables {57,610) {11,193} (198) 76
Increase {decrease} in payables 12,588 5412 1,326 (2,322)
Cash generated by (used in) operations 138,482 69,698 (6,120) {7.870)
Interest recerved 1,095 1,364 428 688
Interest paid {3,943) (7,580} (5) (9}
Income taxes paid {45,451) {26,701) - -
Net cash from (used in) operating activities 80,183 36,682 {5,697) (7,191)
Cash generated from operating activities compnses
Continuing operating activities 80,183 12419 {5,697) {7,191}
Discontinued operating activihies - 24,263 - -

80,183 36,682 (5,697) 7,191

Cash and cash equivalents (which are presented as a single class of asset on the balance sheet) compnse cash at bank and other short term highly iguid
invesiments that are readily convertible to a known amount of cash and which are subject to an insigrificant risk of change in value

300perating lease arrangements

2m 2010
$000's $000's
Minimum lease payments under aperating leases recognised m income for the year 9,118 409

At the balance sheel date, the Group had outstanding commiiments for future mimmum lease payments under non-cancellable operating leases, which
fall due as follows

2011 2010

$000's $000's

Within one year 29,040 470
In two 1o five years 146,359 -
After five years 19,144 -
194,543 470

Operaling lease payments mainly represent rentals payable by the Group for floating, production, storage and offloading {FPS0) faciliies and for certam of
its office properties The FPSQ lease 1s for a term of seven years with an option to extend for a further seven years
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31Capital commitments

At 31 December 2011 the Group had exploration hicence and cost carry commitments not accrued of approximately $36 2 mullion (2010 — $29 9 muthon)

32 Related party transactions

Duning the year, the Company recorded a net credit in the amount of $0 1 million (2010 - $0 6 milhon) in respect of services rendered between Group

companies There were no balances outstanding with Group undertakings as at 31 December 2011 Transactions between the Company and its subsidiaries
have been eliminated on consolidation

Remuneration of key management personnel

The remuneration of the Directors of the Cempany, who are considered to be its key management personnel, 1s set out below n aggregate for each of the
categones specified in IAS 24 Related Party Disclosures Further information about the remuneration of individual Directors is provided in the audited part
of the Directors’ Remuneration Report on pages 59 to 67

201 2010
$000's $000's

Short term employee benefits 4,106 3,397
Post-employment benefits 220 220
Share-based payments 975 865
5,301 4,482

Directors’ transactions

Transactions with the Drrectors of the Company, who are considered to be its key management persannel, are disclosed in the Directors’ Remuneration
Report on pages 59 to 67

33 Events after the balance sheetdate

Subsequent to 31 December 2011 the Company purchased a further 995,235 of its own ordinary shares into treasury at a cost of $4 5 mifiion Also see
Note 26
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FIVEYEAR SUMMARY

Yearto Year to Year to Yearto Year ta
31 Dec 2011 31 Dec 2040 31 Dec 2009 31 Dec 2008 31 Dec 2007
$000's $000's $000's $000's $000's
Consohdated income statement
Oil and gas revenues — continuing operations 234,156 48,390 69,339 44,976 -
Operating profit — continuing operations 156,845 26,137 51,640 28,848 (7,858)
Operating profit — discontinued operations® - 36,473 38,811 37,743 55,645
Profit for the year 88,593 101,432 51,118 411,060 32,314
2011 2010 2009 2008 2007
$000's S000's $000's 50003 $000°s
Consolidated balance sheet
Non-current assets 1,027,284 874,683 712,444 635,089 517,744
Net current assets 187,623 253,670 84,542 315,044 44,272
Non-current habilities (116,861)  (115,130) {33,718 (239,747) {233,045}
Net assets 1,088,046 1013217 763,268 710,386 328,967
Share capital 27,544 27,534 24,451 24,322 23,549
Share premium 7,71 72622 71,077 70,369 68,355
Other reserves 140,747 149,205 11,317 14,697 49,437
Retained earmngs 857,034 763,856 656,423 600,998 187,626
Total equity 1,098,046 1,013,217 763,268 710,366 328,967
Year to Year to Year to Year 10 Year to
31 Dec 2011 3 Dec 2010 31 Dec 2009 31 Dec 2008 31 Dec 2007
$000's $000's $000 s 5000's S000s
Consolidated cash flow statement
Net cash from operating actvities 90,183 36,682 77,030 45,056 49,009
Capital expenditure 152,196 151,890 73,901 217613 178,580
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Year to Year to Year to Year to Year to

31 Dec 20N 31 Dec 2010 31 Dec 2009 31 Dec 2008 31 Dec 2007
Financial key performance indicators {continuing and discontinued operations)
Realised oll price per barrel ($)? 112.94 7566 5570 66 62 7069
Operating cost per barrel () 942 1241 982 10 30 693
DD&A per barrel ($)* 786 663 544 425 532
Basic earnmgs per share {cents)® 264 309 173 1438 115
Diluted earnings per share (cents)® 263 284 154 1243 102
Non-financial key performance wndicators (continuing and discontinued operations)
Total shareholder return (%)* (20 8) 103 224 (50 2) 56 2
Production {barrels of ol per day)’ 5,437 4,648 6,415 4,464 6,316
Total proven and probable reserve additions {mmboe)® ° - - 34 250 26
Proven and probable reserves {mmboe)® 1303 1326 1425 144 1 160 9
Employee lenure {years)™ 9 8 3 7 6
Prolessional development (days)™ 91 89 22 20 40
Lost ime injunies frequency (thousand man-hours)™? 0.000 0000 0000 oom 0 000
Emissions (tonnes) ™ Neghgible  Neghgble  Neglgible  Neghgible  Negligible
* Discontinved operations mcludes the results of all discontinued operations throughout the five years shown
2The realised oil price per bariel 1S the average proceeds received for each barrel of oll sold In the period
3 Gperating cost per barrel 1s the average cost Incurred to produce a barrel of il which exclude lifting imbalances and inventory effects
* DD&A per barrel includes depreciation, deplet:on and decommissioning costs for the period calculated over barrels of ol produced
Earmings per shara in prior years have been restated to reflect the 2010 share sub-dwision
& The total shareholder return is the percentage annual return to the Company’s shareholders
? verage barvels of ol preduced per day net to the Group s working 1nterest
* Comprises additions revisions to previous estimates and purchase of reserves
Y Reserves are net to the Group s working mterest expressed in millions of barrels of o1l equivalent (see Reserves Statistics on page 98)
™ Average length of UK based emplayee tenure
™ Average number of days per year of job-related training undertaken by UX based adminisirative employees excluding Directors
 Number of lost time injunes ta SGCO staff par thousand man-bours an projects operated by SOCO or joint aperating companies
4 Scope One emissions 1 1onmes of carbon dwxide produced by projects operated by SDTO
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RESERVE STATISTICS
Unaudited, net working interest (mmboe)

Net proven ol and gas reserves

Total Vietnam' Congo'
Reserves as at 31 December 2010 736 69.9 37
Changes i the year
Additions - - -
Revision o previous estimates - - -
Purchase of reserves - - -
Change of interest - - -
Sale of reserves - - -
Production (23) (23) -
Reserves as at 31 December 2011 M3 676 37
Net proven and probable o1l and gas reserves

Total Vietnam' Congo'
Reserves as at 31 December 2010 1326 1234 92
Changes in the year
Additions - - -
Revision to previous estimates - - -
Purchase of reserves - - -
Change of interest - - -
Sale of reserves - - -
Production (23) 23) -
Reserves as at 31 December 2011 1303 1211 9.2
Net proven and probable o1l and gas reserves yearly comparison

2011 2010 2009 2008 2007

Reserves as at 1 January 132.6 1425 144 1 160 9 1606
Changes n the year
Additions - - - 70 -
Rewision to previous estimates - - 34 180 26
Purchase of reserves - - - - -
Change of inferest - - {27) mao -
Sale of reserves - (82 - (202 -
Production (23) (n 3) (16) {23)
Reserves as at 31 December 1303 1326 1425 1441 1609

Note mmboe denotes millions of barrels oll equivalent

! Raserves are shown before deductions for non-contreling interests which are funded by the Group The Group 1s entitled 1o recene 100% of the cash tlows until it has recovered its funding

of the non- controliing interest imcliding a rate of return from the non-controlling interest s pro rata portion of those cash flows
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COMPANY INFORMATION
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$S0CO International plc Auditors Joint Financial Advisors
48 Dover Street Deloitte LLP and Corporate Broker
London London, United Kingdom Bank of America Mernll Lynch
W1S 4FF Mernll Lynch Financial Centre
United Kingdom Bankers 2 King Edward Street

J P Morgan London
Registered in England 125 London Wall EC1A 1HQ
Company No 3300821 London United Kingdom

EC2Y saY
Website United Kingdom J P Morgan Cazenove
www, sacolnternational com 10 Aldermanhbury

Londan

Company Secretary EC2V 7RF
Cynthia B Cagle Urited Kingdom
Financial Calendar Registrar

Group results for the year to 31 December are
announced in March/Apnl The Annual General
Meeting 1s held during the second quarter

Half year results to 30 June are anpounced

in August Additionally, the Group will 1ssue

an intenim management statement between
ten weeks after the beginning and six weeks
before the end of each half year penod

Equinttr Limited
Aspect House
Spencer Road
Lancmg

BN99 6DA
United Kingdom

Solicitors

Clifford Chance LLP
10 Upper Bank Street
London
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United Kingdom
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Disclaimer

This document includes certain forward-looking
statements regarding the SOCO Group By thetr
nature, forward-looking statements involve a
number of nsks, uncertanties or assumptions

that could cause actual results or events to differ
materially from those expressed or implied by

the forward-locking statements These nsks,
uncertainties or assumptons could adversely affect
the outcome and financial effects of the plans

and events descrbed herein Forward-looking
statements contained in this document regarding
past trends or activittes should not be taken as a
representation that such trends or activities will
continue in the future You should not place undue
reliance on forward-locking statements, which
speak as only of the date of this document Except
as required by law, the Company 1s under no
obligation to publicly update or keep cument the
torward-looking statements contained n this
document of to publicly comect any inaccuracies
which may become apparent in such forward-
looking statements
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