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Sterling Energy plc ('Sterling” or the ‘Company’),
together with its subsidiary undertakings (the
‘Group’), is an upstream oil and gas company listed
on the AIM market of the London Stock Exchange.

The Company is an experienced operator of
international exploration and production licences,
with a primary geographic focus on emerging markets
including, Africa and the Middle East, although the
Board would consider other regions for material
opportunities. The Group has a high potential
exploration asset in Somaliland and an active
strategy to deliver shareholder value through
disciplined, exploration and production

projects; leveraging the Company’s

experience, with an emphasis on

securing near term cash flow

generative opportunities.

Somaliland
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2018 Summary

OPERATIONS

Throughout 2018: Odewayne block, Somaliland - Sterling continued to support the Operator in
progressing the technical understanding of the block

January 2018: Chinguetti, Mauritania - cessation of production (‘CoP’) and negotiated termination of
the Funding Agreement (‘Deed of Termination’)

CORPORATE

Continued merger and acquisition (‘"M&A’) mandate for transformational growth (asset and corporate

options)

June 2018: Board and Management appointment of David Marshall as CEO

October 2018: Appointment of GMP FirstEnergy as the Company’s co-broker

FINANCIAL

Cash resources net to the Group at 31 December 2018 of $46.3 million (2017: $81.4 million)

The Group remains debt free and fully funded for all commitments

Adjusted EBITDAX': loss for the Group of $1.5 million (2017: $5.9 million loss)

Ongoing focus on capital discipline, cash general and administrative overheads ('G&A’) expenses
reduced by 25% to $3.0 million and is forecast to be ca. 15% lower in 2019

Proactive focus on treasury management, with interest received totaling $1.0 million (2017: $1.1 million)

POST YEAR END

Odewayne block, Somaliland; Operating Committee Meeting ('OCM’) held early March where the
work program for 2019 was finalised by the Joint Venture ('JV’) partners, including the reprocessing of
1,000km of 2D seismic to Pre-Stack Time Migration' (‘PSTM’)

'defined within the definitions and glossary of terms on pages 82 - 84
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Chairman’s Statement

6 The market conditions remained unstable

throughout 2018 with the oil price continuing
to be volatile; Brent peaking at $86,/bbl in October
and sliding down to nearer $50,/bbl three months
later. Uncertainty is high and material deals require

more fime to evaluate and execute. $)f)

Ourteamisworkinghard screeninga
numberof opportunities. Expectation
is that from these efforts will
materialise a value creating deal in
the near term.

The Somaliland acreage remains
very attractive, with costs carried
by our partner during the current
phase of the licence through to
drilling in the subsequent period.
The Operator continues  the
processing and interpretation of
the data gathered throughout the
Third Exploration Period and we are
engaging closely with the process
and the results. We see this as an
exciting and potentially material
exploration opportunity and look
forward to the possibility of drilling
over the next few years.

FINANCIAL

In 2018, business costs were further
reduced by continued overhead
initiatives and a focus on treasury
management. The Group had cash
resources of $46.3 million at the
end of 2018 and we remain free of
debt with our work programme for

2019 fully funded.

BOARD

In June 2018 the Company
announced  the  appointment
of David Marshall as the Chief
Executive Officer and Director
of the Company. David has 35
years’ experience in oil and gas
production and  development
specialising in technical solutions
for accessing production from

stranded assets.

OUTLOOK FOR 2019

AND BEYOND

The outlook for 2019 is exciting. Post
Chinguetti the Company is pursuing
opportunities in our focus areas,
utilising our technical expertise.
Should market conditions worsen,
we will preserve our capabilities,
strengths and cash position to
weather any storm.

| would like to thank all our
stakeholders for their continuing
support and all of our management
and staff for their diligent efforts
during 2018.

Michael Kroupeev
Chairman

22 March 2019




Chief Executive’s Review

66 Sterling retains a strong position on
the AIM listed oil and gas sector with
a strong cash platform of $46.3 million and no

debt or other liabilities. 5
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MARKET LANDSCAPE
Commodity prices in 2018 saw an
oil price between the $50-86 per
barrel range. Commodity prices
were very volatile, particularly in Q4
2018 when prices averaged $68 per
barrel. The beginning of 2019 has
already seen a steady rise in crude
prices, with crude prices up ca. 23%
from January 1st to mid-March.

Maijors are stepping back from
large scale projects, investing more
capital into projects with shorter
payback timeframes. There is a clear
appetite in the market for buying
and selling existing production,
however we have seen early signs
that exploration projects are coming
into focus once again.

Markets and the news cycle have
been dominated by  Britain’s
imminent  withdrawal ~ from  the
European Union in March 2019.
Though the Company sees no direct
impact from BREXIT, equity markets
are likely to be volatile during
the period preceding BREXIT and
possibly thereafter. More recently
Russia continues to cut production
and Venezuelan and Iranian exports

fall due to the impact of sanctions.

The Company is well financed and
is positioned to take advantage of
acquisition  opportunities  during
these volatile market conditions.

OPERATIONS
During 2018 work on the
Odewayne block in Somaliland

was focused on undertaking
a highly focused and rigorous
processing effort, with the primary
technical objective of improving
the deeper subsurface image; as
a part of this, Sterling finalised the
processing to PSTM of three test 2D
seismic lines and shared the results
with the JV. In 2019 we will continue
to support the Operator and look
forward to the results from the
reprocessing. The costs associated
with current period (Third Period)
and the Fourth Period are fully
carried by Genel Energy, hence
the minimal capital investment
shown within the accounts.

InJanuary 2018, Sterling completed
the termination of its Funding
Agreement for the Chinguetti oil
field in Mauritania, crystallising the
liability exposure. The completion
of the termination process was
the final step in the reorganisation
of the Group and now allows us
to concentrate on our corporate
strategy of securing a material
M&A transaction.

doubled on

opportunity and asset screening

Activity  has

and we are gaining deal traction
due to the renewed focus
and simplicity of the Group
as mentioned above. Many
smaller companies with viable
developments but low cash
reserves are looking for merger
opportunities, giving them access
to cash that is currently not
available from capital markets.

CORPORATE

Sterling retains a strong position on
the AIM listed oil and gas sector
with a strong cash platform of $46.3
million and no debt or other liabilities.

The Company has continued to
reduce G&A and focus on robust
treasury management, in line
with the Board mandate for cash
preservation to maximise our ability
to deploy capital into existing and
new assets. In 2018 cash G&A
expenses reduced by 25% in
comparison to 2017. As we forecast
into 2019 the Company hopes to
achieve further G&A savings of
ca. 15% whilst increasing interest
received by ca. 15%.

In 2018 the Company appointed
GMP FirstEnergy as joint corporate
broker, and legal M&A specialists
Pinsent Masons, as their expertise
in the Oil and Gas sector will
benefit the continued drive to a
material transaction.

We have a clear strategy and can
move quickly and decisively for
the right opportunity, leveraging
our cash balance and technical
capabilities of the Sterling team to
good effect.

David Marshall
Chief Executive Officer
22 March 2019
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Operations Review

Since late 2015, the Company implemented
a strategic mandate of exiting non-core
exploration portfolio assets, and reducing
outstanding liabilities, to provide a simpler and
rejuvenated platform for M&A led growth. The
Group's remaining African exploration focused
Odewayne block provides fully carried

exposure to a frontier basin that has the potential

to deliver material hydrocarbon reserves.

SOMALILAND

Somaliland offers one of the last opportunities to target
an undrilled onshore Mesozoic rift basin in Africa. The
Odewayne block, with access to Berbera deepwater
port less than a 100km to the north, is ideally located
to explore this frontier basin. A 2D geophysical survey
acquired in 2017, along with potential field data and
legacy geological field studies, help corroborate the
presence of a sedimentary basin with further evidence for
a working hydrocarbon system.

Odewayne (W.I. 34%) Exploration block
OVERVIEW

This large and unexplored frontier acreage position
comprises an area of 22,840km?, the equivalent of ca.
100 UK North Sea blocks. Exploration activity prior to the
2017 regional 2D seismic acquisition program has been
limited to the acquisition of airborne gravity and magnetic
data and surface fieldwork studies, with no wells drilled
on block.

The Odewayne production sharing agreement (‘PSA’) was
awarded in 2005. ltis in the Third Period, with a minimum
work obligation of 500km of 2D seismic. The Third Period
has been extended, through the éth deed of amendment (as
mentioned on page 12) and its minimum work obligation
was met in 2017 when the Somali Government (Ministry
of Energy and Minerals) contracted BGP (Geophysical
contractor) to undertake a 1,000km (full fold, 1,076km

g Somaliland

surface) 10km by 10km, 2D seismic campaign. The
minimum work obligation during the optional Fourth Period
of the PSA (also extended by 2 years) is for 1,000km of 2D

seismic and one exploration well.

The Company’s wholly owned subsidiary, Sterling
Energy (East Africa) Limited ('SE(EA)L’), holds a 34%
working interest in the PSA. SE(EA)L originally acquired
a 10% position from Petrosoma Limited (‘Petrosoma’)
in November 2013 and an additional 30% from Jacka
Resources Somaliland Limited (‘Jacka’) in two transactions
during 2014.

In April 2017, the Company agreed to revised farm-
out terms to reduce the staged contingent consideration
payments due to Petrosoma and reduce SE(EA|L's interest
in the Odewayne asset by é%. The farm-out agreement
was amended such that the parties cancelled the $8.0
million contingent consideration in return for: (i) a payment
by SE(EA)L to Petrosoma of $3.5 million; and (ii) a transfer
from SE(EA)L to Petrosoma of a 6% interest in the PSA.
Post Government of Somaliland approval, SE(EA)L holds
a 34% interest in the Odewayne Block, fully carried by
Genel Energy Somaliland Limited (‘Genel Energy’) for its
share of the costs of all exploration activities during the

Third and Fourth Periods of the PSA.

In early 2018, following encouraging results from an
integrated geoscience review in late 2017 of the basic
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post-stack processed 2D dataset provided by the
Operator Genel Energy, Sterling undertook a highly
focused and rigorous processing effort, independent
of the Operator. The first phase deliverables were a full
PSTM dataset, consisting of 3 lines of ca. 235km and
were received in May 2018. These reprocessed lines
showed significant improvements in subsurface imaging
and were shared with the JV partners in order to assist the
decisions on forward work programs.

In parallel to Sterling’s efforts, the Operator undertook
a number of studies to support the interpretation of
the 2D seismic dataset. Thisincluded the integration of the
2D seismic data with the potentials field data in the form
of a 2D gravity modeling study, alongside an updated
review of the regional geology of the Odewayne basin.
These studies have led to the development of a number
of geological models that have been used to interpret
the seismic data and help support the likely presence
of a sedimentary basin. Following this work, the JV
partners have agreed that reprocessing of the seismic
data is needed to further improve the understanding of
the prospectivity of the Odewayne Basin.

OUTLOOK

2019 will see the reprocessing of the entire 2D seismic
dataset that was acquired in 2017. Processing will be
to PSTM (with the contingent option to include Pre-
Stack Depth Migration) and is expected to begin in
Q2 2019. Following receipt of the reprocessed datq,
these will be interpreted with the objective of identifying
a number of leads for further investigation. Alongside
the seismic reprocessing, contingent activity includes a
surface seep study focused on areas highlighted by the
seismic interpretation as most likely to be situated above
migration pathways from hydrocarbon kitchens.

It is anticipated that the above work carried out in 2019
will allow the JV to develop a lead portfolio for the
licence that will form the basis for future work. This future
work could include infill 2D seismic data acquisition
over the most prospective areas with a view to maturing
a number of prospects to drill-ready status. Such infill
seismic would be acquired in 2020 or 2021 ahead of
a decision to enter the next exploration period (Fourth
Period), which includes the commitment to drill an
exploration well.
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Asset Summary

Somaliland - Odewayne

CONTRACT SUMMARY

Contract type PSA Participants

Contract signed 6 October 2005 Genel Energy Somaliland Limited (Operator)
Contract effective date 6 October 2005 Sterling Energy (East Africa) Limited
Contract area 22,840km? Petrosoma Limited

50%
34%
16%

Exploration term

Current Period 3: To 2 November 2018 (see licence status)

Period 3 work commitment: 500km 2D seismic acquisition

Period 4 (optional): To 2 May 2020

Period 4 work commitment: 1,000km 2D seismic acquisition and one exploration well
Period 5 (optional): To 2 May 2021

Period 5 work commitment: 500km 2D seismic acquisition and one exploration well
Period 6 (optional): To 2 May 2022

Period 6 work commitment: 500km 2D seismic acquisition and one exploration well

Production term
Twenty five years, renewable for additional ten years

State participation
State may back in for up to @ 20% participating interest in any development and production area.

Licence status

The block is in the Third Period of the exploration term. The Group’s costs associated with the Third and Fourth period work programmes

are fully carried by Genel Energy.

The Third Period expiry, as described in the 6th Amendment to the PSC, is currently extended by 2 years, as are all subsequent

periods. Current expiry date of the Third Period is therefore February 2021.

12
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Financial Review

Year ended 31 December 2018

SELECTED FINANCIAL DATA

2018 2017
Revenue $million 0.5 4.4
Adjusted EBITDAX $million (1.5) (5.9)
Loss after tax $million (2.0) (9.0)
Year end cash net to the Group $million 46.3 81.4
Debt $million -
Year end share price Pence 10.4 13.8

INCOME STATEMENT
During 2018 there was one lift from the Chinguetti field of 9,222 bbls (net to the Company) (2017: 92,056 bbls, from three

liftings) resulting in Group turnover of $534k (2017: $4.4 million).
Cost of sales totalled $515k (2017: $7.9 million).

Group cash G&A decreased by 25% during the year to $3.0 million (2017: $3.9 million). The continued reduction in the
Group’s administrative overhead is in keeping with the Board driven KPI for cash preservation.

2018 2017

$ (million) $ (million)

Group administrative overhead (page 50) (1.5) (2.4)

Costs capitalised /recharged (0.0) (0.1)

Pre-licence expenditure (1.4) (1.4)

(1.4) (1.5)

Share based payment expense - (0.1)
Other non-cash expenditure 0.0 0.1

Group cash G&A expense (3.0) (3.9)

In 2018, a portion of the Group's staff costs and associated overheads have been expensed as pre-licence expenditure
($1.4 million), or capitalised/recharged ($39k) where they are directly assigned to capital projects or recharged. This
totalled $1.4 million in the year (2017: $1.5 million).

Other non-cash expenditure ($ 10k) relates to office asset depreciation.

Interest received during the year was $1.0 million (2017: $1.1 million). Net finance income (finance income less finance
expenses) totalled $1.0 million in the year (2017: $459k).
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The loss for the year was $2.0 million (2017: loss $9.0 million):

$ (million)
Loss for year 2017 (9.0)
Decrease in revenue (3.9)
Decrease in cost of sales 7.4
Decrease in G&A and pre licence 1.0
Increase in net finance income 0.6
Impairment of C-10 (2017) 2.8
Chinguetti cessation credit (2017) (0.9)
Loss for year 2018 (2.0)
ADJUSTED EBITDAX AND NET LOSS
Group adjusted EBITDAX loss totalled $1.5 million (2017: $5.9 million loss):
2018 2017
$ (million) $ (million)
Loss after tax (page 50) (2.0) (9.0)
Finance costs (1.0) (0.5)
Pre-licence costs 1.5 1.6
Impairment - 2.8
Chinguetti cessation costs - (0.9)
Share-based payments - (0.1)
Total EBITDAX (Adjusted) (1.5) (5.9)

The basic loss per share was $0.01 per share (2017: loss $0.04 per share).

No dividend is proposed to be paid for the year ended 31 December 2018 (2017: $nil).
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Financial Review (cont.)

Year ended 31 December 2018

STATEMENT OF FINANCIAL POSITION
At the end of 2018, net assets/total equity stood at $67.3 million (2017: $69.3 million). Non-current assets relating to the
Odewayne block totalled $21.1 million (2017: $21.0 million). Net current assets reduced to $46.2 million (2017: $48.2 million).

At the end of 2018, cash and cash equivalents totalled $46.3 million (2017: $81.4 million), this reduction primarily due to
payments of; $32.5 million relating to the termination of the Chinguetti Funding Agreement and $1.3 million covering the
minimum work obligation on the C-10 block (Mauritania).

IFRS 9 (Financial Instruments) was adopted on 1 January 2018 and required the consideration of the risk associated with
the recoverability of intercompany loans between the Company and its subsidiary companies. This has resulted in an
impairment allowance in the accounts of the company and is further described in Note 1.

CASH FLOW

Net Group cash used in operating activities was $34.7 million (2017: $4.2 million outflow), primarily due to the termination
of the Chinguetti Funding Agreement. A full reconciliation of which is provided in the Consolidated Statement of Cash
Flows on page 53.

Cash investments in oil and gas assets are summarised below:

2018 2017

$ (million) $ (million)

Mauritania 1.3 0.2
Somaliland 0.1 3.5
1.4 3.7

Minimal cash investments on the Odewayne Block in Somaliland during the year due to the Group's interest being fully
carried by Genel Energy, for its share of the costs during the Third and Fourth Periods of the PSA.

Total net decrease in cash and cash equivalents in the year was $35.0 million (2017: $6.8 million).

ACCOUNTING STANDARDS
The Group has reported its 2018 and 2017 full year accounts under International Financial Reporting Standards (‘IFRS’),
as adopted by the European Union.

CAUTIONARY STATEMENT

This financial report contains certain forward-looking statements that are subject to the usual risk factors and uncertainties
associated with the oil and gas exploration and production business. Whilst the Directors believe the expectation reflected
herein to be reasonable in light of the information available up to the time of their approval of this report, the actual
outcome may be materially different owing to factors either beyond the Group’s control or otherwise within the Group’s
control but, for example, owing to a change of plan or strategy. Accordingly, no reliance may be placed on the forward-
looking statements.
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Business Risk

PRINCIPAL BUSINESS RISKS

The long-term success of the Group depends on its ability to manage its asset portfolio and to find, acquire, develop and/
or commercially produce new oil and natural gas reserves. In achieving its long-term success, the Group is exposed to a
number of risks and uncertainties which could have a material impact on the Company’s performance. Key to mitigating
the risks faced by the Company is ensuring Sterling has the correct Board and senior management team in place who
regularly review the business, approve the annual work programme and budget as well as consider monthly management
reporting, financial operating procedures, Health, safety, security and environment ("HSSE’) and other important factors.
The Directors regularly monitor all risks to the Company using information obtained or developed from external and
internal sources and will take actions as appropriate to mitigate these. The Group utilises a risk management system that
identifies key business risks and measures to address these risks. The Company proactively implements such measures
considered appropriate on a case-by-case basis.

During 2018 the rating of Financial, Commercial and Economic risks reduced following the Chinguetti exit which reduced
the Company’s residual exposure to A&D costs in light of the cessation of production from the Chinguetti oil field.
Furthermore, the termination of the Chinguetti funding agreement resulted in no further exposure for the Company to future
operational risk and/or cost overruns creating certainty for the Company as it entered 2018. The Company's strategic risk
and operational risks remained the same with no change in the Company’s portfolio.

The Directors have identified the following principal risks and mitigations in relation to the Group's future performance.
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Business Risk (cont.)

in the UK, with continuing uncertainty
surrounding Brexit.

¢ Failure to recruit and retain key personnel
and/or engage in adequate succession
planning.

* Human error or deliberate negative action.

¢ The Company employs suitably
experienced and qualified staff and, when
required, external advisors to ensure full
compliance. Legal risk assessment and due
diligence (where appropriate) is undertaken
for all counterparties the Company deals
with.

¢ The Group's exploration activities are
located outside of the UK and the EU and
should be relatively unaffected by Brexit.
The Company continues fo monitor the
situation regarding Brexit and in particular
reviews foreign exchange rates and interest
rates frequently and receives updates from
relevant government bodies to prepare for
a no-deal Brexit should this be the case.

Category Risk Mitigation Change
Financial, ¢ Continued lower oil and gas commodity * Group maintains a strong balance sheet
Commercial and prices and market volatility. and remains fully funded for its existing
Economic * Difficulty in capital raising for new commitments.
* Low commodity acquisitions and/or to fund development * Management continually assess all existing
prices activities. assets and proposed new acquisitions in
* Market volatility | e Licence extension uncertainty. Licences, light of future capital requirements from a v
* Counterparty permits or approvals may be difficult to disciplined lifecycle investment perspective.
distress obtain and sustain. ¢ The Group holds the majority of its cash in
* Fiscal stability. US dollars, the predominant currency used
« Foreign currency risk. in oil and gas operations.
External e The Group's assets are located in a non- ¢ The Board monitors political, regulatory
* Country risk OECD country. Governments, regulations, and HSSE changes and engages third-
« Climate change and the security environment may party expertise as required. The Group has
e legal adversely change, including the use of tax objectives to acquire additional core assets,
compliance claims, real or not. The Group's assets in to assist in diversifying jurisdictional risk.
« Brexit Somaliland have been or are affected by * New investments are considered in the light
country-specific situations. of changing environmental regulations,
e The regulation of the energy industry to fiscal volatility and geopolitical dynamics.
address climate change is increasingly * The Company accords the highest
internationa| in scope cmd C]ppliCClﬁOh. The importqnce to Corporqfe governance
Group's activity focuses on finding and matters and operates to high ethical
producing carbon based fuels often with standards.
long investment and production lifecycles. e Activities are subject to various different
* Complex Legal and Regulatory jurisdictional laws, customs, fiscal and
Compliance or litigation risk. administrative regulations.
* The Group's headquarters are located >
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Strategic

* Concentration
of portfolio

* Competition

* Group's remaining asset (Somaliland) is
concentrated on early stage frontier and
basin exploration and production within
the African continent.

* Reduction in Industry interest to promote/
carry early stage exploration assets —
making it more difficult to farm-out the
Group's early stage exploration assets.

e Competitors have significantly greater
financial and technical resources.

* Concentration of shareholder base.

¢ Failure to negotiate optimal contract terms.

* Inadequate management processes.

* Financial control of non-operated assets.

* Fraud, Bribery and corruption/increased
third party exposure.

* In appropriate or poorly conceived
corporate strategy and failure to deliver
on such strategy including failure to access
new opportunities.

* The Board is actively seeking to diversify the
current portfolio risk by acquiring appraisal,
development and/or producing assets,
using existing financial resources of the
Group and additional capital (as required).

* The Board is pursuing an M&A strategy
and conducts detailed due diligence
prior o engagement with any prospective
transaction.

Ongoing engagement with shareholders

to inform investment decisions (including

representatives on the Board).

* Key documentation and contract terms are
considered by the Board to ensure the best
possible outcomes are achieved.

* Management regularly monitor and amend
cost structure, investment strategy and
treasury policy to include countercyclical
investments.

* The Board meets regularly to review the

business plan, G&A expenses, strategy and

monthly reporting.

Operational

* Exploration and
production risk

* Operator and
partner risk

* Exploration activities may not result in a
commercial discovery.

¢ The Group is dependent on other operators
for the performance of E&P activities, due
lack of control. This may result in delay in
conducting exploration work programmes.

e HSSE incident or non-compliance under
local rules and/or laws.

* Management aims to diversify and manage
risk across a portfolio of assets. Applying
the Group's experience, expertise and
appropriate technology to minimise risk,
through the asset lifecycle.

* The Group carefully considers the technical,
HSSE and financial capabilities of
operators and potential partners during any
JV farm-out or new opportunity acquisition.

A Increased

V¥ Decreased P Unchanged

INTERNAL CONTROL

The Directors are responsible for establishing and maintaining the Group and the Company’s systems of internal control

including financial and compliance controls and risk management. These are designed to safeguard the assets of the

Group and to ensure the reliability of financial information for both internal use and external publication.

The Group's internal control procedures include Board approval for all significant expenditure. All major expenditures

require either senior management or Board approval at the appropriate stages of each transaction. A system of regular

reporting of the state of the Group's financial affairs provides appropriate information to management to facilitate control.

The Board reviews, identifies, evaluates and manages the significant risks that face the Group.
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Business Risk (cont.)

Any systems of internal control can only provide reasonable, and not absolute, assurance that material financial
irregularities will be detected or that the risk of failure to achieve business objectives is eliminated. The Directors, having
reviewed the effectiveness of the system of internal financial, operational and compliance controls and risk management,
consider that the system of internal control operated effectively throughout the financial year and up to the date the
financial statements were signed.

The Audit Committee, on an annual basis, reviews the need for an internal audit function. Given the nature of the Company’s
business and assets, the current internal control procedures in place and the size of the Company, the Board are satisfied
that an internal audit function is unnecessary at this time.

COMPANY POLICIES

The Directors are mindful of the impact of the Company’s business on its employees and contractors, the environment
and on the wider community. In particular, it notes the following with respect to HSSE, corporate responsibility, business
integrity, community responsibility and employees.

Health, safety, security and environment

Core competency of the Group * Every individual to be aware of his/her responsibility towards providing a safe
and secure working environment;

* Managed through staff training and procedures to reduce HSSE risks as low as
reasonably practical;

* Appropriate emergency response systems are in place to reduce and mitigate the
impact and losses of any incident; and

* Ensure compliance with all relevant laws, regulations and industry standards.

JV pariners * The Group maximises its influence with JV partners to share its HSSE and social
responsibility values; and
¢ Contractors are required to demonstrate and deliver a credible HSSE and social

responsibility programme.

Environmental * The Group is committed to minimising its impact on the environment in both field
operations and within its offices; and

o All staff share responsibility for monitoring and improving the performance
of its environmental policies with the objective of reducing our impact on the
environment on a year-on-year basis.

Corporate responsibility

Conducting business in a responsible | ¢ The Group has corporate, environmental and social responsibilities to the

and sustainable way indigenous communities in the areas in which it operates, to its partners, to its
employees and to its shareholders; and

* In pursuing its business objectives, it undertakes not to compromise its Corporate

Social Responsibility with any of these stakeholders.
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Business Integrity

Conducting business with integrity,
honesty and fairness

Highest ethical standards are a cornerstone of the Group's business;

All business activities are reviewed to ensure they meet our standards;

The Group also seeks to ensure that similar standards are applied by its business
partners, contractors and suppliers; and

All members of staff are individually accountable for their actions to ensure that
they apply and maintain these standards.

Community Responsibility

Committed to being a good partner in
the communities in which we operate

Engagement and dialogue with local stakeholders to ensure that, as far as
possible, projects benefit both the Group and the communities in which the project
is located.

Employees

Workplace free of discrimination

¢ All employees are afforded equal opportunities and are rewarded on merit and

ability;
All employees are given contracts with clear and fair terms; and

Staff offered access to relevant training and encouraged to join professional
bodies to enhance their knowledge, competencies, career development and
opportunities for progression.

Culture of openness

High standards of conduct, accountability and propriety; and
Employees can report legitimate concerns without fear of penalty or punishment.

Whistleblowing Policy

Empowers employees to be proactive

Employees able to make anonymous reports directly to the Senior independent
non-executive Director; and

Employees encouraged to report any failure to comply with legal obligations
or the Group's regulations, dangers to health and safety, financial malpractice,
damage to the environment, criminal offences and actions which are likely to
harm the reputation of the Group.

The Strategic Report was approved by the Board of Directors on 22 March 2019 and signed on its behalf by:

David Marshall
Chief Executive Officer
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Board of Directors

DAVID MARSHALL

CHIEF EXECUTIVE OFFICER

AGED 60

David joined Sterling Energy in June 2018. He has
35 years’ experience in oil and gas production and
development specialising in technical solutions for
accessing production from stranded assets.

He has held managerial positions in onshore oil and
gas drilling and production operations in Tunisia
and Turkmenistan, and offshore in the North Seq,
Gulf of Mexico, Gabon, the Middle East, Egypt and
Holland. More recently David served as CEO of DEO
Petroleum Limited, prior to its acquisition by Parkmead.
He subsequently worked for Enquest in Egypt prior to
becoming Chairman of Arenite Petroleum and Director of
Boreas Resources.

David holds a Master’s Degree in Petroleum Engineering
from Heriot Watt University and a Bachelor of Science
Honours Degree in Civil Engineering from Glasgow
University.

MICHAEL KROUPEEV

NON-EXECUTIVE CHAIRMAN

AGED 52

Michael joined Sterling Energy’s Board as a non-
executive Director in May 2016 and was appointed as
non-executive Chairman of Sterling Energy in January
2017. He is the Chairman of the Nominations Committee.

Michael has 25 years’ experience working within the
exploration and production sector. After attending
University in Russia and the United Kingdom studying
Plasma physics and gaining an MBA atthe London Business
school respectively, he began his UK career 