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pllll Board of Directors

PETROMATAD

Enkhmaa Davaanyam Ridvan Karpuz

Chairperson Chief Executive Officer [CEO]
Ms. Enkhmaa is the CEO of Petrovis Group, Mongolia’s largest fuel supplier. Ms. Enkhmaa Mr. Karpuz has over 25 years’ experience in petroleum industry with proven oil finder skills.
has over 16 years of international experience in ffinancing and risk management of min- He joined Petro Matad as the CEO in October 2015. Previously, Mr. Karpuz was the Explora-
ing, infrastructure and energy projects. She serves as Deputy Chair of Board of Directors tion and Operations Director for Petro Matad from 2012 to 2013. After his departure from
of Petrovis Group since 2011 and was appointed as the CEO in August 2013. Prior to join- his executive role in 2014, Mr. Karpuz stayed on the Board as a Non-Executive Director while
ing Petrovis Group, Ms. Enkhmaa worked as a Managing Director at Macquarie Group for he worked as the Exploration and Reservoir Manager for DNO International in Tunisia. Prior,
over 10 years, responsible for risk management in the energy sector in the United States. Mr. Karpuz worked for Austrian listed integrated oil and gas company, OMV, where he spent

5 years as the Exploration and Reservoir Manager working in Iran, Yemen and Tunisia. He
has worked for Norsk Hydro, Norway and Endeavour Energy UK & Norway in various roles
from expert structural geologist to exploration team leader working in a wide spectrum of
offshore and onshore basins worldwide. Mr. Karpuz has a proven track-record of establishing
successful exploration and subsurface teams and working in remote and frontier regions. Mr.
Karpuz has a BSc in geological engineering degree from Dokuz Eylul University, Turkey and
Cand. Scient geology degree from University of Bergen, Norway.

q_ PETRO MATAD LIMITED 5
ANNUAL REPORT 2015



20

PETROMATAD

Dr. Oyungerel Janchiv
Non-Executive Director

Dr. Oyungerel graduated from the Institute of Petrochemical and Gas Industry, Moscow
in 1979. She began her career as an economist at the Ulaanbaatar Oil Terminal and in
1982 became the Chief Economist at the Petroleum Supply Department at the Mongolian
Ministry of Transportation where she was employed until 1991. In 1991, she was ap-
pointed the CEO of the Petroleum Import Concern of Mongolia and in 1994 became the
CEO and Chair of the Board of Directors of the government owned company, Neft Import
Company (NIC). In 1996, she founded Petrovis LLC and was the CEO until January 2008
and has been Chair ever since. In January 2007, she completed a doctorate in economics
in Moscow, Russia. In 2010, she became a Non-Executive Director of Mongolian Mining
Corporation (MMC) which is listed on the Hong Kong Stock Exchange. MMC is a high
quality coking coal producer and exporter in Mongolia. On 15 August 2014, she was ap-
pointed as the Chairperson of Ard Financial Group.

Board of Directors

John Rene Henriksen
Chief Financial Officer (CFQO)

Mr. Henriksen has 35 years' of experience in the international oil industry and in April
2012 assumed the role of CFO for the Petro Matad Group, based in Ulaanbaatar. Prior to
this he was the Country Manager for Salamander Energy's Indonesian operations. Prior
to Salamander, Mr. Henriksen worked in senior financial roles for VICO, ENI, LASMO, and
Hudson'’s Bay Oil & Gas, ultimately being responsible for all aspects of financial manage-
ment, reporting and internal control. A substantial portion of Mr. Henriksen'’s career has
been spent overseas in developing countries and as a result he has a full understanding
of cultural sensitivities and working with local governments and partners. Mr. Henriksen
is a qualified Accountant and holds a Bachelor of Commerce degree from the University
of Alberta in Canada.
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Dr. Philip Arthur Vingoe

Non-Executive Director

Dr. Vingoe has over 40 years experience in the oil and gas industry, commencing in the techni-
cal arena and progressing to both Executive and Non-Executive leadership. His formal educa-
tion comprised a B.Sc. in Physics (University of Newcastle Upon Tyne), an M.Sc. and Ph. D. in
Geophysics (University of Birmingham) followed by the Program for Management Develop-
ment and the International Senior Management Program at Harvard Business School. His
primary career foundation was with BP, where he spent nearly 20 years and became their
worldwide Chief Geophysicist and General Manager, Exploration. In 1995 he decided to move
into the entrepreneurial world of the Independents and has subsequently held many director-
ships in both Executive and Non-Executive capacities. During this period he has been deeply
involved in the full spectrum of business activity ranging from the start-up of private oil and
gas companies, the listing through L.P.O’s of companies in Australia and Norway, and the sale
of companies on London AIM and Toronto TSX. He has lived and worked in most continents
of the world and has an expansive knowledge of the worldwide oil and gas industry.

Board of Directors

Amarzul Tuul

Executive Director of the Petro Matad Mongolian subsidiaries

A Mongolian citizen, educated in Singapore Ms. Amarzul has worked in the Mongolian Gov-
ernment’s Foreign Investment and Foreign Trade Agency (FIFTA). She then joined the re-
sources sector in Mongolia, holding senior management positions in private sector resource
companies. She is the Executive Director of the two local subsidiary companies of the Group.
She played an integral role in the negotiation of the PSC terms with the Mongolian Govern-
ment on Blocks IV and V. Ms. Amarzul’s main responsibilities includes maintaining govern-
ment relations and she represents the Group in all government liaisons with the Ministry,
PAM, Customs Office and Local Administration. Ms. Amarzul represents Petro Matad on the
Board of the Business Council of Mongolia, an organization that promotes increased trade
and investment in Mongolia. She is also the Executive Director of the Mongolian Petroleum
Exploration and Production Association, which was established in 2011 and represents PSC
contractors’ rights and responsibilities in Mongolia. She was awarded a Certificate of Merit
in 2003 and Leading Employee of Petroleum Sector in 2011 by the Government of Mongolia.

PETRO MATAD LIMITED
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Directors’ Report

Your Directors submit their report for the year end-
ed 31 December 2015.

Petro Matad Limited (Company) a company in-
corporated in the Isle of Man on 30 August 2007
has four wholly owned subsidiaries, including Cap-
corp Mongolia LLC and Petro Matad LLC (both in-
corporated in Mongolia), as well as Central Asian
Petroleum Corporation Limited (Capcorp) and
Petromatad Invest Limited (both incorporated in
the Cayman Islands). The Company and its sub-
sidiaries are collectively referred to as the “Group”.
Petro Matad Service Limited, a subsidiary of the
Company was dissolved on 1 January 2016, as the
company was dormant due to no longer being op-
erationally required.

Directors

The names of the Company’s Directors in office
during the year and until the date of this report
are as below. Directors were in office for this entire
year unless otherwise stated.

®  Oyungerel Janchiv

®  Enkhmaa Davaanyam

®  Philip Arthur Vingoe

®  Amarzul Tuul

® John Rene Henriksen

®  Mehmed Ridvan Karpuz

Principal Activities

The Group's principal activity in the course of the
financial year consisted of oil exploration in Mon-
golia. During the year there were no significant
changes in the nature of this activity.

Review and Results of Operations

The functional and presentation currency of Petro
Matad Limited is United States Dollars (“$").

The net loss after tax for the Group for the 12
months ended 31 December 2015 was $0.19 mil-
lion (31 December 2014: Loss $3.940 million).

During the year the Group focused on explora-
tion activities on its Production Sharing Contracts
(PSCs) with the Petroleum Authority of Mongolia
(PAM) on Blocks 1V, V and XX in Mongolia.

PETRO MATAD LIMITED 11
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Changes in State of Affairs

On 7 April 2015, the Company announced the suc-
cessful completion of a farm-out agreement with
BG International Limited and BG Mongolia Holdings
Limited (BG Group). On 22 June 2015, all conditions
to the farm-out were satisfied and unconditional
status was therefore received. Under the terms of
the farm-out the BG Group acquired 78% of Blocks
IV and V in exchange for funding the Group's share
of a mutually agreed $28 million work programme
which will fulfil the minimum work obligations for
both blocks within the current licence period to July
2017. The Group will also receive additional cash
consideration of $4.55 million to fund ongoing op-
erations and obligations. As of 31 December 2015,
$3.35 million of the cash consideration has been
received, with the remaining $1.2 million to be re-
ceived in increments of $50,000 per month, through
to 31 December 2017.

Prior to conclusion of the farm-out, the Directors of
the Company had agreed on a number of measures
to preserve cash resources. In particular, the Non-
Executive Directors agreed unanimously that for
the six-month period, October 2014 to March 2015,
they would forgo their usual Director fees and in
lieu of the cash fee, would receive Conditional Share
Awards. Conditional Share Awards were issued un-
der the Group's existing Long Term Equity Incen-
tive Plan (Plan or Group's Plan) on 7 July 2015. The
Conditional Share Awards vested immediately and
participants have a maximum of one year from the
vesting date to exercise these awards for an exercise
price per share of $0.01. An aggregate of 1,993,520
Conditional Share Awards were awarded and the
table below sets out the Conditional Share Awards
that were issued to the Company’s Non-Executive
Directors.

Stgmng ceremony of farm-out agreement with BG Group

Number of Conditional
Director name Share Awards awarded in
lieu of fees
Oyungerel Janchiv 498,380
Enkhmaa Davaanyam 498,380
Philip Arthur Vingoe 498,380
Mehmed Ridvan Karpuz 498,380

On 23 April 2015, pursuant to the Group's Plan,
5,750,946 shares were awarded upon exercise of
Conditional Share Awards with an exercise price per
share of $0.01.

On 27 July 2015, pursuant to the Group's Plan,
2,256,550 shares were awarded upon exercise of
Conditional Share Awards with an exercise price per
share of $0.01.

Significant Events after Reporting Date

On 1 January 2016, Petro Matad Service Limited was
dissolved, as the company was dormant due to no
longer being operationally required.

On 20 April 2016, PAM granted a one-year mora-
torium, effective 1 January 2016, for Block XX. The
moratorium will enable the Company to defer ex-
penditures towards the minimum PSC obligation by
one year. The PSC term is consequently extended by
one-year to July 2018.

On 28 April 2016, the Company received an Exit No-
tification from BG Group that advised they were trig-
gering their option under the farm-out agreement
to exit Blocks IV and V PSCs, effective immediately.
Upon Mongolian Government approval, the Com-
pany’'s working interest in both PSCs will therefore
revert to 100%.

Dividends

No dividends have been paid or are proposed in re-
spect of the year 2015 (2014: Nil).

Directors’ Report

Future Developments

The Group will continue to pursue exploration proj-
ects within high graded exploration areas in Mon-
golia.

Indemnification of Officers and
Auditors

The Group has not, during or since the financial year
end, indemnified or agreed to indemnify an officer
or auditor of the Group against a liability incurred as
such by an officer or auditor.

Environmental Regulation

The Group is required to carry out its activities in
accordance with the petroleum laws and regulations
in the areas in which it undertakes its exploration ac-
tivities. The Group is not aware of any matter which
requires disclosure with respect to any significant
environmental regulation in respect of its operating
activities.

Auditors
Deloitte Touche Tohmatsu, being eligible, has indi-
cated its willingness to continue in office.

Rounding

The amounts contained in the annual financial re-
port have been rounded to the nearest $1,000
(where rounding is applicable).

Signed in accordance with a resolution of the Direc-
tors.

;/\/

John R Henriksen
Director
29 June 2016

PETRO MATAD LIMITED 13
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Directors’ Statement

The 2015 financial year was predominantly focused on the
work programme on Blocks IV and V following the Com-
pany’s farm-out agreement with BG Group.

The results of work programme activities carried out in
2015 and recommenced in 2016 after a winter break, have
been very encouraging. Based on preliminary processing
and interpretation of data acquired, the Company is confi-
dent that a number of high quality drillable prospects will
emerge from the substantial leads inventory already estab-
lished. The Company is committed to continuing with the
2015-2017 three-year exploration programme approved
by the PAM, which includes the drilling of two wildcat ex-
ploration wells. Completion of this programme will further-
more meet the minimum financial and work obligations of
the PSCs, as required by PAM, over the initial eight-year
term ending July 2017. Additional details on the work pro-
gramme are set out as follows.

Exploration Work Programme Summary

The 2015 airborne Full Tensor Gradiometer (FTG)
and High Resolution Aeromagnetics (HRAM) surveys
were completed on time, as planned and within bud-
get. It is the first time in Mongolia such survey was
conducted to optimise exploration work in remote
locations. The surveys have provided a continuous
high-resolution gravity and magnetic dataset across
the expansive basin areas of Block IV and western
Block V. The results of the surveys fully met geo-
logical and geophysical expectations and continue
to provide the Company with a powerful tool for
not only optimisation of the seismic acquisition pro-
grammes, but also to test, to strengthen the subsur-
face interpretation and de-risk the leads and pros-
pects.

The 2015/2016 2D seismic program was designed
to: 1) improve basin-scale definition over the greater
Baatsagaan trend of central Block IV, and 2) elevate
data coverage to prospect-scale for drill target defi-
nition over two priority areas - the Taatsiin Basin
of Block V and the high-graded Baidrag Graben of
Block IV.

The first phase of the seismic programme in Block
IV was completed in December 2015, with 1085 kms
of high quality data being acquired. The results were
encouraging and led to the discovery of the attrac-
tive Baidrag Graben trend, which was the focus area
of the 2016 infill programme in Block IV. After ceas-
ing Phase 1 operations over the winter another 174

kms of infill data was acquired in May 2016 over the
Baidrag Graben. The data acquired from the two sur-
veys are being processed and interpreted to evaluate
the existing lead portfolio, with a view to defining
high-graded drillable prospects for 2017.

Seismic acquisition over Block V commenced in early
June 2016 and is expected to be completed in Au-
gust. 402 kms of priority data acquisition is planned,
with potential for additional infill lines being ac-
quired should preliminary results warrant it.

Once the seismic acquisition and processing pro-
grams have been completed, the Company will
have successfully accumulated prospect-scale seis-
mic coverage over three of its priority basin areas of
Blocks IV and V (Baidrag Graben —1V; Taatsiin Basin —
V; and Tugrug Basin - V). The Company will integrate
all data — FTG, HRAM, new seismic, legacy seismic,
geological studies and field surveys — to generate
a portfolio of drill ready prospects. The Company
plans to drill the two most attractive of these in 2017.
Since mid-2015, the Company has employed a Dirill-
ing Manager with relevant oil and gas exploration
drilling experience in Mongolia. He and his team
have been working on well design specifications as-
suming various depth ranges. A drilling tender has
also been prepared with a number of companies
participating in a pre-qualification process. This pre-
paratory work will enable final well design and rig
award to proceed quickly after the precise drilling
locations are known.

PETRO MATAD LIMITED 15
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Key Events

In April 2015, the Company announced completion
of a farm-out of its Block IV and V PSCs to BG Group.
In return for earning working interests of 78% in
each block.

Unexpectedly and as previously reported, on 28
April 2016, Shell (which had since acquired BG
Group), through its affiliate company issued an Exit
Notice to withdraw from the Blocks IV and V PSCs
Consequently, the Company's interest in Blocks IV
and V will revert to 100% once all Mongolian Gov-
ernment approvals are in place.

Shell advised that the exit decision came after a
careful and thorough evaluation of its portfolio fol-
lowing its combination with BG Group earlier this
year. Shell stated that the decision was based on
portfolio optimisation and was not related to the
technical aspects of the blocks.

As part of the exit obligations, Shell is due to pay an
exit fee to the Company, which will enable it to con-

tinue to fund ongoing exploration programmes. The
exit fee, stipulated in the farmout agreement, will be
a minimum of $10 million.

However, as PAM is requiring that the approved
work programme be fulfilled, $10 million will be in-
sufficient and the Company is therefore in discus-
sions with Shell on receiving added compensation
to meet work programme obligations. As Petro Ma-
tad is determined to fulfil the PAM required mini-
mum work obligation, the Company is in continuous
discussions with Shell to resolve the issue. The Com-
pany is also aware that PAM is in direct communica-
tion with Shell on this matter.

At the Company's request, PAM provided a one-year
moratorium on Block XX, which freezes for one-year
obligations that would have normally been incurred,
while at the same time extending the current license
period to July 2018. The moratorium enables the
Company to focus on Blocks IV and V work pro-
grammes in the immediate term.

Health, Safety, Security and Environ-
ment

The Company remains demonstrably committed to
best practice in health, safety, security and environ-
mental (HSSE) management for the benefit of all
stakeholders. During the past year the HSSE team
has been strengthened with a HSSE Manager with
relevant international experience with multinational
companies, supported by specialist local staff.

As part of the Board's ongoing process of continual
improvement the Company’s Health, Safety, Security
and Environmental Management System (HSSE MS)
has been revised and is now structured according to
International Association of Oil and Gas Producers
(IOGP) guidelines.

All incidents are investigated, recorded and classi-
fied according to IOGP guidelines and learnings are
shared through the management review process.

The Company is deeply focused on environmental
protection. This was evident during Phase 1 and
Phase 2 seismic planning and acquisition. To ensure

Directors’ Statement

both legal compliance when working near protected
areas and to minimise all adverse environmental im-
pacts, detailed environmental and cultural sensitiv-
ity field studies by specialist consultants were also
commissioned. No environmental complaints were
received during any of the Company’s field activities.

Community Relations

The Company takes its responsibilities in community
engagement and relations very seriously. In advance
of any work programme activity being undertaken,
the Company obtains approval from PAM and then
invites them to join Company representatives on
trips to local communities to present the planned ac-
tivities. In addition to meeting local government of-
ficials, community relations efforts will also normally
include town hall meetings where questions by local
residents are answered. Company representatives
will also meet with herders who may be in proximity
to planned operations.

In all the various work programmes the Company
has undertaken over the years, community support
has always been provided and no disruption to work
or serious community issues have arisen. This is a
record the Company is proud of and works hard to
consistently achieve.

Conclusion

With the completion of FTG and Phase 1 of the seis-
mic acquisition programme in 2015, and the ex-
pected completion of the Phase 2 seismic acquisi-
tion programme in August 2016, the Company will
be well positioned to commence a drilling program
in 2017 in locations that will maximise the chances of
success. There is a great deal of anticipation and op-
timism among staff and stakeholders on the poten-
tial growth of the Company that a successful drilling
program would bring.

Finally, the Board would like to express their appre-
ciation to our staff, both technical and non-technical,
who have worked with enthusiasm and diligence
throughout the year. We would also like to express
our gratitude to shareholders for their continued
support of the Company.

Board of Directors
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/ANBAH BYC OPHYYAI'A/

TY3-ulH ruwyvyAulH M3A3MAIN

BvXu TpynnTan dapm-ayt rapass banryynaH 2015
OHbl CaHXYYTUMH >Xuag 6wz ron aHxaaphnaa IV, V
TanbariH aXblH XeTeN6epT XaHAYyYNXK axuananaa.

2015 OHA XWWTACOH, MOH ©BAUNH 30rCONTbIH
fapaa 2016 oHa ypramkayyak 6airaa axayyabiH
YP AYH BUA3HA Maw Ux ypam ery baiiHa. XamKnx
LyrayyncaH erergen M3A33MNYYAUVAH ypbAYnACaH
6onoBcpyynant 6010H TaANbIr xapaxag,
X34 MINH33 TOrTooroos 6airaa ONOH TOOHbI raspbiH
TOCHbl X3TWUMH TeNeBT3l TanbavHyysaac eHzep
33P3MI3INH 8PeMAeXX BONOXyNL, X3TUH TONEBT3N
XYPUMTNANYYA HINATYA  AnarargaHa rygart oug
OYp3aH UTraINTIN BaliHa.

KomnaHwniH 3yraac MaspbiH TOCHbI rasap (I'TM)-aap
6atnyyncaH 2015-2017 OHbI 3 XWAWIAH XaWlryysblH
xeTenbepee YP3KAYYAIH X3PIMKYYNIXIIP
axuanax 6arHa. YyHA XaWryynblH 2 aHxgard
LLOOHOT epeMAex aX/bir TycracaH baiiraa. DHIXyy
XeTeN6epUIr X3parkyyacHasp 2017 oHbl 7 ayraap
capg, Ayycax 3XHUA 8 XXUAWNH Xyrauaang rymuatrax
ByTaargaxyyH xyBaax rapasHZ 3aacaH Haaf 3axbiH
axun BONOH caHXyyrmiiH yypras 'Tlr-aac waapaax
byinraap 6uenyynsx 60nHO. AXbIH XeTenbepuiiH
Tafnaapx 3apvM M3A33IUIAT ZOOP Aypanaa.

AXXNbIH XeTenbepuiiH Toiim

2015 oHbl araapblH OYP3aH X3MXK33CT rpasvoMeTp
(FTG) 6on0H eHAep HapwuiBunanTan araapbiH
copoH3oH (HRAM) cyganraaHyyablr  TOBJOCOH
XyralaaHg, TeNeBNecHUi Aaryy, ToCeBT Hb HartaaH
XWX Ayycranaa. AAcnaracaH HyTart XawryyablH
aX/IbiIl OHOBYTOW OONTOXbIH TYNA WAM TOPAWUIH
cyAanraa XWAC3H Hb MOHFON OpPHbl XyBbJ aHXHbl
TOXMOAZON Hb 601100. DHAXYYy cysanraaraap IV
Tan6an 6onoH V TanbaliH GapyyH X3CrUIAH ©preH
YYZaMm caB rasapT TacpanTryy, eHAep HapuiByantam
XYHZAWAH XY4YHWN I 60N0H COPOH30H OPHbI M3Z331INAH
caH bui 6oarocoH. CyganraaHbl Yp AyH Hb reosory,
reoPuanKMiH - XyBba, OWAHWUIA  XyN331T3K  BYpP3H
HUMLK GalicaH 6a KOMMaHWAH UYUYNPXUANINIH
XAIMXKWUATUIH  XOTenbepuitr  oHOBYTON  60Aroos,
30rCOOrYI ras3pbiH NYHWIA TalIbIH YaHapbIr Wanrax
6aTanraaxyynax apra x3parcan 6ok HanHa.
VIHF3CH33p ra3pbliH TOCHbI X3TUIMH TONEBT3M Tanban,
XypPUMTAANYyablH 3pCAAUIAT Baracraxk 6y xapar.

2015-2016 OHbl 2 X3MXK33CT  YUUUMPXUAIINIH
cysanraaHbl xetenbepwuiir (1) IV TanbaliH TeB X3Cart
opuwux baaliaraaHbl H3/133/ TOM TOFTOLGIT HacCenHbl
X3MXK3I3HZ, CaikpyynaH Togopxornox; (2) V TanbaiiH
TaaublH 6acceiH 6os0H IV TanbanH bangparuiiH
rpabeH rax wWAyy COHMPXOX Oy x08p rasapt
ererg/INinH Xy4unT, TOPJObIT Ta3pblH TOCHbI X3TUIH
TONIOBT3V XYPUMTAAN sAraH epemM TaBuX L3r TOFTOOX
X3MX33HZ, XYPT3/1 HATTapLlyynax 30pUAroTonroop
3arBapunicaH oM.

v TanbaiH YNUNPXUINANIAH CyAanraaHbl
xeTenbepuiiH axHMin ye wartbir 2015 oHbl 12 ayraap
capga ayycracaH 6ereep 1085 kM TyH eHAep YaHapTal
ererayys XaMxux aBcaH. Yp AyH Hb G1A3HA MaLl nx
ypam erceH 6ereef COHWpPXON TaTcaH bangparuniiH
rpabeH TOrToubIr O TOrToocHoop 2016 oHbl IV
Tanbai faxb TOPAOBIT HATTaPLLYyYAax XxeTenbepuir
3H3 X3C3r rasapT TeBAGPYYASH X3P3rKyyanss. 1-p
ye LWaTHbl aX/bil ©BeA 30rcoocHbl gapaa 2016
OHbl 5 pyraap capa bavgparviin rpabeHs Hamx
174 km erergnviiir HArTapLlyynax X3MXUAT XUACIH.
Opooroop TOrTOOrA004 6Gairaa raspblH TOCHbI
X3TUIH TONeBT TanbaHyyaas yYHINr3 xuink 2017
OHZ, epemgexx 6oa0xyWiL, YaHapbliH 6HAepP TYBLUHWN
X3TUMH  TONeBTIA  XyPUMTAANYYs  TOAOPXOMNOX
30PUNTTOMrOOP TYC XOEP X3MXKUATIIP LyrnyyncaH
ereranyys [A33p 60N0BCPyynant, TalfbliH aXu
XA banHa.

2016 oHbl 6 pgyraap capblH 3x33p V TanbauiH
YNUUPXUNNIIAH  CyAanraar 3xAyyacaH bGereep 8
Zlyraap capg Ayycrax tesieBnereetsin H6aiHa.

PETRO MATAD LIMITED 19
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Oxn33a 402 kunomeTpT erergen Uyriyynaxaap
Tenesnesy balraa xaauin Y ypbAYnUaCaH yp AYHr33C
WanTraanaH HIM3AT Wyramyyz TaBbXX HATTapLUyynax
X3IMXKUAT XUAX Maragian 6ui.

YNumpxunnanmind xamxunt 6onoH 6onoBcpyynant
Ayycmary, MaHai komnanu IV, V tanbaiiH unyyTanrasp
COHMPXONTOM XK Y33 byl BaccenHyyabiH rypasT
Hb (BaviaparviiH rpabeH — 1V; TaauplH 6acceiH
— V; TerperuiiH 6acceiH — V) ra3pblH TOCHbI
X3TUVH TONOBTIN XyPUMTNANYYA AArax XIMXKIIHWUM
ereraayys uyrnyyncaH 6anx 6onHo. bug uaalnaag,
FTG, HRAM, ewmHex ©60/0H LWKH33P XMIACIH
UNYUNPXANINIAH CyfanraaHbl M343313/1, re0N0TNIH
60/I0H X33PpWINH Cyaasiraa rax 33par byx erergnyyAuiir
HIrTraK epemaexes 6313H ras3pblH TOCHbl X3TUIH
TONIOBTW XypUMTAANYYAbIT TOAOPXOMNHO. 2017 oHA
34r33P33C XaMIUMH UX COHUPXON TaTaxyWL, XO&pbir
epemzexeep TeneBaex baiiHa.

2015 oHbl AyHAaac MaHal Komnanu MoHrong,
raspblH TOC, 6alraauiii XWnH xalryynblH epemManer
XWX balicaH  Typwaratai  epeMAnervinH
MeHeXep  aXWNyymK 3X31C3H. DHD  MeHexep
MaaHb OaruiiHxaHbixaa XaMT ©ep ©ep [yHuN
XYp33r xamapcaH LOOHOTWH 3arBapyys rapraH
axunnax 6anHa.  TyyHUN3H OPMUAH  aXJblH
TeHAepunH Matepvan 6314334 6Galiraa 6Gereeg
YPbAYUWACAH  WanrapyynantaHs — H3334  X343H
KOMMaHWyZ OPOJLICOH. DH3 B3ATMIN axJibiH yp
AVHA, LOOHOMMIAH Baliplunyys Togopxon 6oamord
LLOOHOTMIH 3arBapbir 3LU3CN3X, OPMUINH TEHAEPUIH
WWNABIPUAT raprax 33par axAablr Lar anganryi
XypaaH rymiuanayynsx 6010MxTon 60aHo.

lfonnox ynn asaan

2015 oHbl 4-p caph KOMMaHWH 3yrasc buXu
MpynnTan IV, V tanbaing apm-ayT rapas 6anryyncHbir
M3A3rAC3H. Hra3g Tanban Tyc 6ypT BXI-HWI 3px
YYPTUAH 78%-NIAT LWNAXYYN3X33p BONCOH.

OMHe Hb M3A33113XK balcaHunaH, 2016 oHbl 4-p
capblH 28-Hbl ezep Llenn komnaHu (TyxalH yeq,
BuXu Tpynnbir xysanzax ascaH 6aicaH) raHaT
©6pUAH OXWH KOMMaHuapaa JamxyynaH IV, V
TanbanH byTa3aradxyyH XyBaax r3p33H33C rapax

M343rA3n rapracaH. WHracHasp MoHron yncbiH
3acrMiiH  raspblH  3yr33C  YYHWIAT 3eBlUeepMerL,
MaHal komnaHuiH 1V, V Tanbaii gaxb 3px yypar
3prasg 100% 60510x toM.

DH3 OHbI 3X33p buXKun MpynnTai xamTapcHaac xomLu
T34 VWA axuanaraaHgaa byx TanablH HaPUIAH YHII3
XWNCHWUI fapaa rapa3H33C rapax WWinaBap rapracaH
Tyxanraa Llenn KkKomnaHW  M3A33/N13C3H.  IHI
WNNABIPUAT YA aXKkuanaraaraa OHOBYTOM 60rox
YYAH33C rapracaH ©Gerees TyxaWH TanbaliHyyablH
TEXHUKUIH  X3MXYYPYYATIN  xonboory  raarmir
LLenn KoMnaHu LLOXOH TIMA3INICIH.

[3p33H33C rapaxas Xyn3ax yypruiH Har 6on Lenn
KOMMaHW MaHali KOMMaHWz, TOAOPXON X3IMXKIIHWUNA
rIp33 UyuancHbl Tenbep Tenex sBgan. H3
Tenbep Hb OAOOrooOp X3PINKYY/K Oy xalryybiH
XOTONOOPUIH  CaHXYYXXYYIINTUAT  YPrIMKAYYAIX
6010MXK 0rox tom. ®apm-ayTUiMH r3P33HA 3aacHsbl
Jaryy rapa3 uyuancHbl Tenbep Hb xamruiiH 6arasaa
10 cas am.gonnap 6aiix 60sHO.

la3pblH TocHbI rasap (['Tl)-aac HaraHT GatnargcaH
aXJIbIH XeTenbepuiir ypaH Xaparkyyasx WwWaapanara
TaBbX 6airaa. XapuH yyH4 10 cas am.gonnap
XaHranTryli  yuymp KOMMAHWMH  3yr3sc  aXxJblH
xeTenbepeep XYyN3IICIH YYPrUMr  X3PIrKYYNIXIZ
lWaapAsiaratail HIM3NT HExXeH Tenbep aBax Tasaap
Lenn «omnaHuTak  X3M13AU33p XWX  HaiHa.
Metpo Matag I'l-aac waapgax 6yr Haaz 3axblH
QKW YYPruvr 6uenyynsx €cToi Tya 3H3 acyyasbir
WWRABIPA3X33p Lenn komMnaHuTam X3131133p33
YPramkayyak bairaa. TyyHunaH I'TI 3H3 acyyanaap
Lllenn komnaHuTai wWwyys XonbooTOM  axKuanax
6airaa 60Ho.

KomnanuitH xycantasp I XX tanbang 1 XnaviH
xyrauaataii  MoOpaTopuym  OATOCOH. VIHracH33p
buenyynax écton 6GavicaH vyyprunr 1 xuns3p
XOMLLUAYYNX, OAOOIMAH  Tycral  3eBLUESPAUIAH
XYUMHTIW xyrauaar 2018 oHbl 7 cap XyYpTan CyHrax
6airaa oM. WIiHXyy XoWwnyyncaH sABAan Hb
6ua3HA oWpblH XyrauaaHa IV, V TanbaiiH ax/biH
XOTONOOPUIH XIPIKMATIHA aHxaapsiaa xaHayynax
6010MX ONTOrA0K Oy X3P3r oM.

XAB3ABO

MaHaih  komnaHu 6yx xonboraordy  TanyyablH
COHUPXJIbIH YYAHI3C XoAeIMepWIH atoyaryi 6arigan,
SpyyAn axyi, baliran opuUHbl MEHEXMEHTUIH WNAAST
NPaKTUKMIAT TyyLITak X3P3rKYYAK UPa3d. OHrepery
nn XABSABO-bI acyyzsan xapuyLicaH 6ar 0N0H yaCbiH
KomnaHwuyaaa TypLuiara xypumtayyncad XABSABO-bI
MeHexep 6010H MOHION M3PraXXUATHYYAIIP Xy4dd
HIMC3H.

TY3-eec KOMMaHWWH YWA axwuanaraar TOFTMOA
camxpyynax 30pUAroOp X3P3MKYYAAIr YA SBLbIH
XYP33HA, ~ KOMMaHWMH  XeAe/MepuiiH  atoynryi
6angan, Spyyn axyi, bairan opuHbl MEHEXMEHTUIH
CUCTEM LLUMH3UNBTACIH 6erees ONOH YACbIH ras3pbiH
TOC, BaraiiiH XWUH YINABIPAIrYAUAH XONOOOHbI
(IOGP) yavpaamMxunitH garyy 6yTUMIAT @epUnNCceH.

Anueaa ocnbir ONIOH YACBIH ra3pbiH TOcC, 6anranuiiH
XVUAH YUANABIPAITYANIAH XONOOOHbI YANPAAMXKUIAH
Jaryy wanrax, OypTrax, aHrungar 6ereef 3H3
Tanaapx  M3433M13/,  CypraMxXumnr — yaupanarbiH
XSHAATbIH ~ aXwanaraaHbl — Xyp33HA  Oycaartain
XyBaaauaar.

KomnaHuinH 3yraac 6aliraib OpYHbIF Xamraanax
acyyAang VX33X3H aHxaapas XaHAyynjar ragsr Hb
1 60M0H 2-p WaTHbl YNYNPXUINAWIAH CyAanraaHbl
TONGBNBAT,  X3IMXKXUATUIAH  YWAN  @XuanaraaHbl
Yyes HOTAOrAN00. Xamraanantta rasap HyTrUiH
OMpONLOO  axwnnax 6Ganxgaa Xyylib 3pX 3yWH
X3P3IPKUATUWAT  XaHrax ©60/0H 6aliraib OpunHA,
yupyy/mk 60/30LWryn anvBaa ceper Heneennuninir
baracraxblH Tyn4 6airaab OpPYMH, COENbIH ©BUIH
3M33r BalA/blH XI3PUNH Cyganraar M3PraxsauinH
36BIOXYYA3P XMIArICIH. KOMNaHUAH X33puidH yiin
axunnaraaHbl yes 6aliranb OpUMHTON X0N600TOMN
siIMapBaa H3r3H roMAo0 rapaaryin 601Ho.

ONOH HUITUIAH XapuaLaa

KoMnaHn OfoH HWWATUIAH OpOAL0O, XapwilaaTai
XxonbooToON  xapuyuaaraa Mall  uyxand  y34ar.
KomnaHn sAmap 4  axiblH XeTenbepuinH yin
aXkKuinaraar Xaparkyy/13X33c33 eMHe [a3pblH TOCHbI
raspaac 3eBlUeepe aBgar bereeg Tyc 6alryynnarsit
TONeeNeryAniir OPOH HYTIMIAH NP3 TeNeBNOCOH

TY3-ulH ruwyyautH
M3A3IMAN

YA axuanaraar TaHWaLyynax asnang KOMMaHwinH
TONOOIerUNATIN HITAIH OPOJILOXbIF ypbaar. OpoH
HYTIMIAH 3acar 3axupraaHbl anbaH TyllaanTHyyATan
YYA3aNnT XUNX33C ragHa HUAr3IMLLYYN3X XeTenbepuiiH
XYP33HZA OPOH HYTIVIAH UPTIANIAH acyynTaHs xapuynax
YYA3anTbil  TyXaiH CyypuWH ra3pblH 3axvpraaHbi
baripaHg xungsr. MeH KOMMaHWUNH Teneeneruyuns,
YN axunnaraa sByynaxaap TeneBneceH Tanbaig,
OMpoNL00 aMbapAar ManyuaTan yynant XunHa.

KoMnaHn  eHrepceH  >KUAYYASA  X3P3rKYYACIH
OJIOH TOPAWVH YN aXuanaraaHzaa ONOH HUNTUIH
JLIMXKN3MMIAT YPrasixk aBy HalcaH 6erees axung caas
yupyynax 3CXyn ONOH HUATUWAM XamapcaH HOLTOM
acyyAan yycaarym. IH3 Hb KOMMaHWIH baxapxax 3ymn
6erees; YyH4 XYP3XVIH Tenee LWapryy axwanax
6aiiHa.

AyrHant

AraapblH Byp3H XaMX33CT rpaAVOMETPbIH CyAanraa
60NOH YNUMPXUANANIAH CyaanraaHbl 1-p ye watbir
2015 oHA ayycranaa. YMuMpxXuANNniH CyganraaHbl
2-p ye watbir 2016 oHbl 8 gyraap cap raxa4 gyycrax
TeneBnereeTin 6alHa. bua amxuaTaHh  Xypax
6010MXTOV HaMpLUNYYyAbIT COHFOH, ©PeMANerviH
xetenbepee 2017 OHA  IXAYYAIXK3EL  canTap
6314C3H Hanx 6oaHO. ©pemanerniH xetenbepuir
aMXUATTAM  X3P3MKYYA3X Hb  MaHalh  axXunump
60/0H OPOALIOTY TanyyAblH ©COH A3BXWUX XY3INT
Halianarbir 6reayynsx ToM anxam oM.

SU3CT Hb X313x34 TY3-UMH 3yr3ac XWUAWAH TypLu
ypaM 30pUr, XUY33M 3YTIINTINA  aXWINax WPCIH
TEXHUKUAH  BONOH  TEXHUKUAH  ByC  axunTaH,
axunumagaa Tanapxax Oynhraa  WIIPXMANIXMIT
Xyca»k 6arHa. MeH KoMnaHWiH yin axunnaraar
[3MXKCI3P MPCIH XyBbLI@a 333MLUNIUYMNALID Tanapxax
byinraa nnapxuinbe.

TY3-uliH 2uwyyd
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TEIX.

Management Team

Bruce Barrie
Drilling Manager

Ridvan Karpuz
Chief Executive Officer

Amarzul Tuul
Executive Director of the Mongolian subsidiaries

Kenneth Heap
HSSE Manager

John Henriksen
Chief Financial Officer

Petro Matad Team
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Exploration Team

Ridvan Karpuz
Chief Executive Officer

Bruce Barrie
Drilling Manager

Kurt Constenius
Chief Geophysicist

Justin Tully

Exploration Geologist

Massimo Quarchioni

Operations Geologist

D. Buyan-Arivjikh

Exploration Geologist

€. Bolor

Exploration Geophysicist

B. Ochirbat

Reservoir Engineer

P. Elbegzaya

Intern

T. Amarzul
Executive Director

Kenneth Heap
HSSE Manager

B. Dendevchuluun
Advisor

A. Buren-Erdene
Community Relations Liaison

J. Chinsanaa
Community Relations Liaison

N. Batbold

Community Relations Liaison

B. Bayarmagnai
HSSE Officer

U. Buyandelger

Specialist Environmental Officer

HSSE and CSR Team

Petro Matad Team
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Support Functions Team

John Henriksen

Chief Financial Officer

B. Tamir N. Solongo
Chief Accountant Accountant

B. Oyunchimeg 0. Otgonbayar
Manager, Accounting Office Assistant Accountant

T. Khongorzul S. Byambasuren

Corporate Manager Journey Manager/Logistics Support
€. Gerelmaa S. Baterel

Procurement Officer Driver

B. Purevkhuu Ts. Yansan

IT Supervisor Driver

. A. Purevtsetseg B. Otgonbayar
F] n a n C e Te a m Legal Counsel Field Driver

Z. Khishigsaikhan

Administration Officer
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Health, Safety, Security and Environment

Petro Matad remains demonstrably committed to best
practice in health, safety, security and environmental
management (HSSE) for the benefit of all stakeholders.
Petro Matad's assets are located in remote frontier loca-
tions of Mongolia. In this operating environment, it is es-
sential to have fit for purpose HSSE support to be able to
operate safely and with minimum impact on the environ-
ment. Safety of our people, our communities and the en-
vironment is our priority on all our activities. Petro Matad
cultivates and implements a safety and environmental
awareness culture not only within the Company but with
. " : the contractors involved with our projects and activities.

——

[ . : b In 2015, Petro Matad built upon its established founda-

Bely | N tion in health, safety, security and environment. A HSSE
Manager with extensive experience from working with
multinational major and gas exploration operators was
appointed in July 2015. The HSSE Manager is supported
by a competent generalist HSSE officer and a specialist
environmental officer with extensive experience in the
Mongolian regulatory sector.
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Health, Safety, Security and Environ-
mental Management System (HSSE MS)

As part of our ongoing process of continual im-
provement, Petro Matad's Health, Safety, Security
and Environment Management System (HSSE MS)
has been revised and is now structured according
to International Oil and Gas Producers Association’s
(IOGP) 511 Operational Management System Guide-
lines.

The HSSE MS is designed to provide practical and
real time support for our operations by enabling
quick and reliable access to Mongolian legislations
and industry standards. The HSSE MS is explicitly
aligned with ISO14001 Environmental Management
System Guidelines, OHSAS 18001 Occupational
Health and Safety Management System Guidelines,
the International Association of Drilling Contractors
(IADC) and American Petroleum Institute (API) guid-
ance where appropriate. Clear definition of stan-
dards, competence assurance, efficient and open
communication and record keeping lies at the heart
of our HSSE MS. We operate a proactive HSSE obser-
vation programme not only to identify unsafe acts
and conditions but also to identify best practice in
all our operations. Information from the observation
programmes is actively combined with monitoring
and learnings from incidents. The process ensures
effective quick corrective actions are taken as well
as root cause preventative measures are identified.
All incidents are investigated, recorded and classi-
fied according to IOGP guidelines and learnings are
shared through the management review process.

Operations

Petro Matad is committed to support the building
of industry capacity for oil and gas exploration in
Mongolia. During the latter half of 2015, Petro Ma-
tad contracted an experienced Mongolian geophysi-
cal contractor to carry out a seismic programme in
Block IV. The programme was planned and operated
under the minimum requirements of IOGP's 432
Managing HSE in a Geophysical Contract. Petro Ma-
tad worked closely with the contractor to establish
and maintain these standards during the field op-
erations. The contractor management demonstrated
commitment to achieve compliance and made sig-
nificant additional investment in people, systems

and equipment to achieve this.

The underlying HSSE performance was good with
efficient and proactive HSSE reporting providing
good information on both leading and lagging HSSE
indicators. There was unfortunately a Lost Time Inci-
dent in which a contractor seismic driller was injured.
The field emergency response and medevac worked
well and we are pleased to report that the injured
person was discharged from medical care with full
fitness to return to work. The incident was properly
reported to the statutory authorities by the contrac-
tor and also fully investigated by Petro Matad to
identify both immediate and root causes. Lessons
learned recommendations, which included more for-
mal competence assurance for those in critical HSSE
positions have already been fully assimilated within
the HSSE MS of both Petro Matad and the contrac-
tor. No other reportable incidents occurred during
the 2015 seismic survey.

Commitment to Environment

Environmental protection was addressed proactively
throughout the 2015 seismic planning and acquisi-
tion. The statutory Environmental Management Plan
was updated with site monitoring prior to the com-
mencement of the field programme to implement
the recommendations of the Detailed Environmen-
tal Impact Assessment. Detailed environmental and
cultural sensitivity field studies by specialist consul-
tants were commissioned along all survey lines in
order ensure legal compliance when working near
protected areas and also to minimise all adverse
environmental impacts. The results of these studies
were used to finalise the operational environmen-
tal management plan which included an interactive
constraints map. In areas of potential sensitivity, the
sites were revisited and surveyed to manage any
potential environmental, archaeological or cultural
conflicts. These visits involved environmental and
cultural specialists, together with local environmen-
tal inspectors and a senior member of our seismic
technical team to ensure both legal compliance and
minimisation of adverse impacts when near protect-
ed areas. The process was very successful. The oper-
ational areas have all been remediated and letters of
acceptance obtained from relevant local authorities.
No environmental complaints were received.

Health, Safety,

Security and
Environment

PETROMATAD

Petro Matad Group HSSE Policy

Commitment
Petro Matad Group is committed to conducting its activities in a manner that incorporates safety, people's health, security and environmental
protection (HSSE) as core values. To achieve this commitment, Petro Matad Group companies will be guided by the following principles:

Leadership and Integrated Management

The Board of Directors shall lead and set the overall strategy for health, safety, security and environmental programmes. The Board shall also mandate
and facilitate the process where

« appropriate resources will be allocated to implement the strategy; and

« allemployees are made aware of and work in accordance with the established principles on a continuing basis.

Line Management shall integrate health, safety, security and environmental protection principles into the business and shall be responsible for their
implementation and for the achievement of goals and objectives.

Inclusion of Health, Safety, Security and Environmental Criteria in the Complete Business Cycle

Petro Matad Group shall do everything ‘reasonably practicable’ to demonstrate legal “due diligence” in onsite health, safety, security and
environmental criteria in its strategy and in all aspects and throughout the life cycle of its business activities. The objective is to prevent personal
injuries, asset damage and minimise any detrimental effects on the environment and on climate change while respecting local bio-diversity and local
communities.

Compliance with Standards & HSSE Management System
Petro Matad Group shall be proactive in seeking to identify, understand and comply with all local applicable regulatory requirements.

This shall be achieved through a fit for purpose documented Health, Safety, Security, and Environmental Management System (HSSE MS). The HSSE MS
will also seek to incorporate current industry best practice and will be updated through a process of continual improvement.

These standards and practices covering health, safety, security and the environment shall be common across all geographic areas, no matter where the
Group's activities are being carried out. In non-operated joint ventures, the Group will seek to influence the designated Operator to comply with
equivalent standards and principles and apply duty of care to verify minimum standards of performance are met. Petro Matad Group will also seek to
design and planits strategies taking into account relevant trends in legislation and international standards.

Continual Improvement

Petro Matad Group shall systematically establish goals and objectives for continual improvement in health, safety, security and environmental
protection. Performance against these objectives shall be evaluated and the necessary corrective measures shall be applied in order to achieve the
established goals. Petro Matad Group shall actively research new technical solutions and approaches concerning health, safety, security and
environmental issues.

Communication and Community Relations

Petro Matad Group shall maintain regular communication with interest groups and shall work with the community, sharing its knowledge and
reporting its performance and the effect of its activities and products upon people and the environment, in a trustworthy and transparent
manner.

Contractor and Worker Competency

Petro Matad Group considers demonstrable “"competence” an essential prerequisite for all persons holding HSSE or operational critical positions.
The scope of this requirement includes both staff and consultants and Contractors carrying out work on behalf of the Group. All personnel in
critical positions shall be demonstrably task competent through training, and experience to safely perform the work assigned without supervision.
All personnel shall also demonstrate site competence through successful induction.

All Petro Matad Group staff and consultants, no matter what their position or geographic location, are responsible for their own safety and shall
contribute as an individual and collectively, to health, safety, security and environmental performance.

Implementation, Including Rights and Duties of Workers
Petro Matad Group considers that complying with and ensuring the fulfilment of this policy is the responsibility of everyone who takes part in its
activities. This includes the right and duty to refuse work which might reasonably be considered to be outside this policy subject to formal review.

Working Safely — One Day at a Time

PETRO MATAD LIMITED
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Community Social Responsibility is an integral part of
Petro Matad’s activities. The Company is committed to
evaluating and minimizing social and environmental
impact of its operations, thereby ensuring its long term
sustainability. Petro Matad has developed a Social Per-
formance (SP) Plan based on socio-economic and social
impact assessments, which sets out the socio-economic
context, identifies the key stakeholders and associated
consultation process, community grievance management
mechanism, social investment strategy and commitments
including the required resources and budget.
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Social Performance Objectives

Petro Matad's strategic SP objective is to support the
business needs primarily through managing social
risks and building broad based stakeholder support
for the project to enable on-time and within budget
project delivery. The strategic SP objectives are to:

*  Manage on the ground social impacts and en-
gage closely with local communities on the
management of these risks

*  Ensure community access to timely and accu-
rate information on the projects;

*  Maintain an effective community grievance
mechanism to resolve complaints promptly and
appropriately;

e Support contractors to avoid, minimise or miti-
gate adverse social and cultural impacts on sur-
rounding communities; and

e Support contractors to optimise local participa-
tion in the project through direct employment
or procurement of goods/services.

Summary of 2015 Social Performance
Plan Implementation

In 2015, Petro Matad made excellent progress in de-
fining and implementing an SP Plan that supported
the needs of the business, reduced exposure to risk,
built stakeholder relationships and laid the ground-
work for effective future SP management. Key com-
pleted SP activities were:

* Engaged the Mongolian Academy of Science,
Institute of Palaeontology and Geology to con-
duct desktop and field based work and research
to identify paleontological objects in Blocks IV
andV;

*  Engaged the Mongolian Academy of Science,
Institute of History and Archaeology to conduct
desktop and field based archaeological investi-
gation and research to identify archaeological
objects in Blocks IV and V;

*  Commissioned a socio-economic and environ-
ment baseline and assessment (based on pri-
mary and secondary research) relevant to the
exploration programme in Blocks IV and V;

e Compiled a GIS database and developed a spa-
tial constraints map identifying social, archae-
ology, palaeontology, environment and biodi-
versity constraints;

* Developed a Cultural Heritage Management
Plan and Chance Finds Procedure;

e Developed a Code of Field and Camp Conduct
and rolled out to field based operations;

e Developed SP (including cultural heritage) in-
duction training material and delivered to staff/
contractors in the field;

e Invested expenditures of USD72,500 in social
investment activities through the Social Devel-
opment Policy and Social Action Plan; and

*  Planned and undertook significant community
and stakeholder engagement in Block IV ahead
of the 2015 exploration work programme, and
initial engagement in Block V.

Stakeholder Engagement

The core objective of Petro Matad's SP stakehold-
er engagement strategy is to build relationships,
strengthen trust, gain broad-based support and
broaden understanding of the communities in
which Petro Matad is operating, in so doing pro-
viding for effective social risk management. In 2015,
Petro Matad conducted community and stakeholder
engagement ahead of the exploration programme
with the objectives of:

e Introducing the project, its background and
status, current and planned activities to com-
munity members in the areas where seismic
work is being conducted;

*  Gaining the support of herders and other stake-
holders for the exploration programme;

e Building trust between the project and affected
community members;

e Building a constructive working relationship
with local authorities;

*  Obtaining a better understanding of commu-
nity concerns about the seismic acquisition
programme and other issues; and

*  Managing stakeholders’ expectations related to
the project and its benefits.

Petro Matad maintains an effective community griev-
ance mechanism to resolve complaints promptly and
appropriately. The grievance mechanism was estab-
lished ahead of commencing seismic programme in
Block IV in 2015 and no significant grievances were
recorded in 2015.

Social Investment Activities

Petro Matad has developed and adopted a Social
Development Policy to contribute to the social devel-
opments of communities located near and impacted
by our exploration and drilling activities in Blocks 1V,
V and XX. Through meaningful engagement with
communities and stakeholders, we identify opportu-
nities to make contributions that have wide reaching
benefits to all local residents. We emphasize on the
delivery of accessible and meaningful assistance to
the community. Our social development policies are
focused on the quality and comfort of local commu-
nity life through supporting developments in local
regions and provinces, rather than providing tem-
porary reliefs.

Under the Company’s Social Development Policy and
Social Action Plans, we have implemented the fol-
lowing projects in 2015 and the first half of 2016, af-
ter consultation with Community Reference Groups
formed in each Soum.

In Baatsagaan Soum, Bayankhongor Aimag:

*  Drilling of 2 properly engineered water wells
which will serve as valuable water source to
grazing animals and nearby herders

e Donation of medical equipment to the Soum'’s
hospital

e Purchase and planting of 500 Aspen trees

In Guchin-us Soum, Uvurkhangai Aimag:
*  Donation of medical and physiotherapy equip-
ment to the Soum’s hospital

In Baruun-Bayan Ulaan Soum, Uvurkhangai Aimag:

e Donation of medical equipment to the Soum'’s
hospital

e Donation of 8 gers to 8 low-income families

Corporate Social
Responsibility

Biger Soum, Gobi-Altai Aimag:

*  Donation of a van to the Soum'’s hospital as the
Soum lacked a vehicle to transport doctors and/
or patients when necessary.

Chandmani Soum, Gobi-Altai Aimag:
e Contributions towards the instalment of G-mo-
bile telecommunications antenna

Petro Matad also held talks at Soum schools to
provide insight to the children and local residents
on oil and gas operations. Thereafter essay and art
contests amongst school children were announced
in 6 Soums where the Company operated in 2015.
The essay and painting contests were themed "My
Dream Soum” to highlight the benefits that could be
derived from oil and gas exploration and production
and how it could further contribute to their Soum’s
development. The contests were also aimed at con-
tributing towards the development of creative abili-
ties of the children. The essay competition was an-
nounced amongst 2 age categories with 2 winners in
each, while the art contest was announced amongst
3 age categories with 3 winners in each. Cash prizes
were given to the winners. The contests were well re-
ceived and many entries were received. In addition,
a total of 8 computers and 2 printers were donated
to Soums’ schools, administration department, envi-
ronmental department and weather agency.
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The Board is aware of the importance of good corporate
governance and operates so that the Company is in com-
pliance with the QCA Corporate Governance Guidelines
for AIM Companies (QCA Code), to the extent considered
applicable.

A Corporate Governance Social Action and Environmental
(CGSAE) Committee was formed in 2010. The Committee
is charged, amongst other things, with overseeing and
reviewing compliance and corporate governance issues.
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Board of Directors and Composition

The Board is currently comprised of 2 Non-Executive
Directors (who are shareholder representatives), 1
Independent Non-Executive Director and 3 Execu-
tive Directors.

Due consideration is given to the composition of the
Board to ensure:

e The principle of having an Independent Direc-
tor on the Board to oversee the interests of the
Company and all shareholders. In this regard,
there are plans to appoint another independent
director to the Board in the future.

*  Ensuring that the Board has appropriate skills,
experience and expertise

* Maintaining appropriate representation for the
Company's major shareholder Petrovis Matad
Inc. (Petrovis)

*  Ensuring appropriate executive representation
on the Board

The Board is comprised of the following members at
the date of this report:

*  Enkhmaa Davaanyam, Chairperson (Petrovis
appointee)

e Oyungerel Janchiv, Non-executive Director
(Petrovis appointee)

e Philip Vingoe, Non-Executive Director (Inde-
pendent)

e Ridvan Karpuz, Executive Director (Chief Execu-
tive Officer)

e Amarzul Tuul, Executive Director (Director of the
Company's Mongolian subsidiaries)

e John Henriksen, Executive Director (Chief Finan-
cial Officer)

Brief biographies of the Directors are set out on
pages 4 to 9. Directors are re-elected at the Annual
General Meetings on a rotational basis as per the
Company's Articles of Associations.

Whilst the Independent Non-Executive Director has
been granted Options and Conditional Share Awards
to acquire shares in the Company, the amount of
Options and Conditional Share Awards granted are

not significant so as to affect his independence. In
the opinion of the Board, this aligns his objectives
with those of shareholders and the Board considers
that the Independent Non-Executive Director can
be classified as being independent.

Whilst the Chairperson of the Board may not qualify
under the definitions of an Independent Chairper-
son, with her experience, skill sets, and indepen-
dence, the Company is confident of her leadership
in fostering an effective corporate governance re-
gime.

The Board has not formally adopted performance
evaluation procedures. However, the Board takes
the effectiveness and efficiency of its Directors se-
riously and will continue to review its own perfor-
mance and

effectiveness in an informal way.

Board Processes

There is a clear division of responsibilities at Petro
Matad through the separation of the positions of
the Chairperson of the Board and the Executive Di-
rectors.

Mrs D. Enkhmaa ensures the efficient and effec-
tive functioning of the Board and, together with
the Board as a whole, are responsible to the share-
holders for the proper management, development,
leadership and protection of the Company'’s assets.
The roles of the Board and its Committees include,
but are not limited to, the establishment, review and
monitoring of business and strategic plans, over-
seeing the Company’s systems of internal control,
governance and policies and protecting the share-
holders’ interests.

The Executive Directors are charged by the Board
with the day to day operations of the Company and
are responsible for the execution of strategy set by
the Board and to act as an interface between the
Board, management and employees to ensure that
everyone at Petro Matad works towards upholding
the Company’s goals, vision and mission.

The Company, through its various communications

with the public (website, news releases, annual re-
ports, interviews, and presentations), also aims to
communicate its goals, strategy and activities in a
transparent and efficient manner.

In 2015, although the Board did not have any face-
to-face meetings, the Board had 4 ad hoc quarterly
Board meetings and discussions via teleconference,
which were attended by majority of the Directors,
and kept in regular contact via e-mail communica-
tions. The Board and its Committees are provided
with detailed Board papers in advance of each Board
meeting and receive regular management and fi-
nancial reports.

Board Committees

The Board has established an Audit Committee, a
Remuneration Committee and a Corporate Gov-
ernance Social Action and Environmental (CGSAE)
Committee each with formally delegated rules and
responsibilities. The Nomination Committee was dis-
banded on 30 May 2016, as the Board deemed the
Committee unnecessary for the size of the current
Board. Management executives and other individu-
als are invited to attend all or part of the Committee
meetings as and when appropriate.

Audit Committee

The members of the Audit Committee in 2015 and
up to the date of this report are as follows:

Chair
Enkhmaa Davaanyam

Members
Philip Vingoe
J. Oyungerel (appointed 30 May 2016)

The Audit Committee met once and with the Group's
auditors, Deloitte Touche Tohmatsu in 2015. The
Audit Committee meetings are normally linked to
events in the Group’s financial calendar, including a
review of the Company’'s annual and half yearly re-
sults, the review of the internal controls of the Group
and ensuring that the financial performance of the
Group is properly reported and monitored. The Au-
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dit Committee is responsible, inter alia, for:

(a) considering the appointment of the auditors
of the Group, their fees, any questions relating to
the resignation or removal of the auditors and their
objectivity and independence in the conduct of the
audit, and reviewing the nature and extent of non-
auditing services provided by the auditors, seeking
to balance the maintenance of objectivity and value
for money;

(b) discussions with the auditors before the audit
commences on the nature and scope of the audit
and subsequently reviewing the audit process;

(c) monitoring the integrity of the financial state-
ments of the Company and any formal announce-
ments relating to the Company's financial perfor-
mance, reviewing significant financial reporting
judgments contained in them, including reviewing
the half-yearly and annual financial statements be-
fore submission to the Board;

(d) reviewing the Company's internal control sys-
tems; and

(e) considering such other matters as the Board may
from time to time refer to it.

The Audit Committee meetings minutes are circu-
lated to the Board and the Committee reports its
findings to the Board and identifies any matters in
respect of which it considers that action or improve-
ment is needed.

Remuneration Committee
The members of the Remuneration Committee in

2015 and up to the date of this report are as follows:

Chair
Philip Vingoe

Members
Oyungerel Janchiv
D. Enkhmaa (appointed 30 May 2016)
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The Remuneration Committee evaluates the scale
and structure of remuneration for Executive Direc-
tors, reviews the recommendations for senior man-
agement of the Company, and where appropriate
overviews the broad issues of salary levels for all
employees. The Company's remuneration policy is
to facilitate the recruitment, retention and motiva-
tion of employees through appropriate remunera-
tion in line with those prevailing in the market of
similar positions and responsibilities taking into
consideration qualifications and skills possessed.
The Committee also makes recommendations to
the Board regarding employee incentives and re-
wards under the share incentive schemes. The Com-
mittee reviews and recommends a framework for
the remuneration of the Chairman as well as the
Non-Executive Directors fees. The full details of the
Company's remuneration policy and remuneration
of Directors are set out in the Remuneration Report
on pages 42 to 47.

Corporate Governance, Social Action and Envi-
ronmental (CGSAE) Committee

The members of the CGSAE Committee at the date
of this report are as follows:

Chair
J. Oyungerel (appointed 30 May 2016)

Members
D. Enkhmaa (appointed 30 May 2016)
Philip Vingoe (appointed 30 May 2016)

The CGSAE Committee among other things: regu-
larly reviews the Company’s corporate governance
and system of internal non-financial controls; as-
signs responsibilities for health, safety and envi-
ronmental (HSE) matters and community liaison;
reviews the application of the Company’s social ac-
tion policies and environmental policies and super-
vises the preparation of various reports in respect of
these aspects of the Company's activities.

Internal Controls

The Board has responsibility for the Group's systems

of internal controls and for reviewing their effec-
tiveness. The internal controls systems are designed
to safeguard the assets of the Company, ensure
compliance with applicable laws and regulations
and internal policies with respect to the conduct of
business and the reliability of financial information
for both internal use and external publication. The
Board has delegated management for the imple-
mentation of material internal control system and
reviews policies and procedures through regular
updates from management. A budgeting process
is in place for all material items of expenditures,
especially major exploration expenditures and an
annual budget is approved by the Board. All major
expenditures require senior management approval
at the appropriate stages of each transaction. Ac-
tual versus budgeted expenditure data and the
Company's cash position is monitored on a monthly
basis. In 2015, management continued to enhance
procedures for procurement, budgeting and expen-
diture approvals, which are in line with standard
industry practices. Whilst the Board is aware that
no system can provide absolute assurance against
material misstatement or loss, regular review of in-
ternal controls are undertaken to ensure that they
are appropriate and effective. It is the opinion of the
Board that the system of internal controls operating
throughout the year were adequate and effective.

Risk Management

The Board acknowledges that risk assessment and
evaluation is an essential part of the Group's plan-
ning and an important aspect of the Group’s inter-
nal control system. The principal risks facing the
Group are set out below. This list is not exhaustive
and investors should be aware that additional risks
which were not known to the Directors at the time
of review, or that the Directors considered at the
date of this report to be immaterial, may also have
a material adverse effect on the financial condition,
performance or prospects of the Company, and the
market price of Company shares. The Board has un-
dertaken to review risks annually per a designed risk
matrix. Risks identified are ranked in relation to the
probability of occurrence and impact on operations.
Each identified risk is delegated to a senior member
of the management team to monitor and propose

intervening action, should circumstances warrant it.

Financial Risks

e Bank Default

*  lLack of funding leading to temporary slowdown
e Lack of funding leading to insolvency

*  Financial risks — inflation, exchange rates etc.

Government/Statutory Risks

*  Expropriation of PSC

e Sanctity of contract — Detrimental change of
PSC terms

e Statutory environment: FDI, Petroleum Law, Tax
etc.

e Government ineffectiveness/Institutional failure

e Loss of listed status

*  External statutory risks (Anti-bribery, FCA)

Operational Risks

e Llack of sufficient success in next exploration
programme

e Contractual risk — quality of work or value for
money not achieved

*  Work programme risk — improper well design
and others

e Contractor risk — equipment failure

Health, Safety and Environmental Risks

*  Natural disasters/health epidemics

*  Environmental damage

e Accidents in workplace

e Security concern: Civil unrest, terrorism, sabo-
tage

Management Risks

*  Management effectiveness

*  Project management/operational efficiency
e Loss of key staff

Business Conduct and Ethics

Extractive Industries Transparency Initiative
(EITI)

The EITI is a global initiative in which extractive in-
dustries, governments and civil society, all work to-
gether for greater transparency. Improved financial
transparency of extractive industries operating in the
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country would enable governments to better man-
age its natural resource wealth for the benefit of a
country's citizens. Mongolia is one of the countries
compliant with the EITL. Therefore, the Company's
Mongolian subsidiaries have cooperated with the
government in this respect and participated in the
transparency report prepared by the Mongolian
government.

Anti-Bribery and Corruption Policy (ABCP)

At the enactment of the Bribery Act 2010, the Com-
pany's legal counsels undertook extensive review of
the Act and the Board has accordingly adopted an
ABCP, including training to its staff to ensure that the
business integrity and ethics are upheld within the
operations of the Company at all levels for a zero-
tolerance approach to bribery and corruption.

Insurance

The Group maintains insurance in respect of its Di-
rectors and officers against liabilities in relation to
the Company.

Share Dealing Code

The Company has adopted a model code for deal-
ing in ordinary shares by Directors and employees
which is appropriate for an AIM-quoted company.

Shareholder and Investor Relations

The Board remains committed to maintaining com-
munication with its shareholders. The Company
maintains a website for the purpose of improving
information flow to shareholders as well as potential
investors. All press announcements and financial
statements as well as extensive operational informa-
tion about the Group's activities are made available
on the website. Enquiries from individual sharehold-
ers on matters relating to their shareholdings and
the business of the Group are welcomed through
the Company’s website and other methods of com-
munication. Shareholders are also encouraged to
attend the Annual General Meeting to discuss the
progress of the Group.
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Remuneration Report (Unaudited]

The Board of Directors of the Company has appointed a Remuneration Committee for the pur-
poses of establishing a framework for setting and maintaining remuneration at appropriate
levels in the Group.

The Remuneration Committee has been comprised of the following members during the year
and until the date of this report.

Philip Arthur Vingoe (Chairperson)
Oyungerel Janchiv
Enkhmaa Davaanyam

The Committee’s objective is to meet at least twice a year and as at such other times as the
Committee Chairperson shall require in accordance with the formal "Terms of Reference for the
Remuneration Committee” approved by the Board of Directors on 24 April 2008.

Remuneration Policy

The Committee determines and agrees with the Board on behalf of the shareholders the broad
policy for the remuneration of the Company’s Chairman, the Chief Executive of the Company, the
Executive Directors and such other members of the executive management as it is designated
to consider. No Director or manager is involved in any decisions as to their own remuneration.

In determining the policy, the Committee takes into account all factors which it deems neces-
sary. The objective of such policy is to ensure that members of the management of the Group
are provided with appropriate incentives to encourage enhanced performance and are, in a fair
and responsible manner, rewarded for their individual contributions to the success of the Group.

The Committee approves the design of, and determine targets for, any performance related
pay schemes operated by the Group and approve the total annual payments made under such
schemes.

The Committee approves the design of all share incentive plans for approval by the Board and
shareholders. For any such plans, the Committee determines each year whether awards will be
made, and if so, the overall amount of such awards, the individual awards to any executive Direc-
tors and other senior executives and the performance targets to be used.

The Committee determines the policy for, and scope of, pension arrangements for any Execu-
tive Directors and other senior executives. Currently the Group has not adopted any policy for
pension arrangements.

The Committee ensures that contractual terms on termination of employment of any Executive
Directors, and any payments made, are fair to the individual, and the Group, that failure is not
rewarded and that the duty to mitigate loss is fully recognised.

Within the terms of the agreed policy and in consultation with the Chief Executive as appropriate, the Committee
determines the total individual remuneration package of each Executive Director including bonuses, incentive
payments and share Options or other share awards.

In determining such packages and arrangements, the Committee gives due regard to any relevant legal require-
ments, the provisions and recommendations in the UK Corporate Governance Code and the London Stock Ex-
change’s AIM Rules for Companies and associated guidance. The Committee also gives due consideration to pay
and employment conditions elsewhere in the Group.

The Committee reviews up-to-date remuneration information on companies of a similar size in a comparable
industry sector, as well as on other companies within the same group as the Group and ensures that automatic
increases are not implemented without considering relative performance and judging the implications carefully.

The Committee reviews and notes annually the remuneration trends across the Group.
The Committee is aware of and oversee any major changes in employee benefit structures throughout the Group.
The Committee ensures that all provisions regarding disclosure of remuneration, including pensions, are fulfilled.

The Committee is exclusively responsible for establishing the selection criteria, selecting, appointing and setting
the terms of reference for any remuneration consultants who advise the Committee, and for obtaining reliable,
up-to-date information about remuneration in other companies. The Committee has full authority to commis-
sion any reports or surveys which it deems necessary to help it fulfil its obligations.

The Committee gives guidance to the executive management in setting the levels of remuneration for the Group.
The Committee reviews the ongoing appropriateness and relevance of the remuneration policy.

Long Term Equity Incentive Plan (Plan or Group’s Plan)

The Group provides long term incentives to employees (including Executive Directors), Non-Executive Directors
and consultants through the Group’s Plan based on the achievement of certain performance criteria. The Plan
provides for share awards in the form of Options and Conditional Share Awards. The incentives are awarded at
the discretion of the Board, or in the case of Executive Directors, the Remuneration Committee of the Board, who
determine the level of award and appropriate vesting, service and performance conditions taking into account
market practice and the need to recruit and retain the best people.

Options may be exercised, subject only to continuing service, during such period as the Board may determine.
Conditional Share Awards shall vest subject to continuing service and appropriate and challenging service and

performance conditions determined by the Remuneration Committee relating to the overall performance of the
Group.

PETRO MATAD LIMITED 43
ANNUAL REPORT 2015




20

PETROMATAD

(a) Details of Directors

The names of the Company's Directors, having authority and responsibility for planning, directing and controlling

the activities of the Group, in office during 2014 and 2015, are as below:

The Directors were in office until the date of this report and for this entire year unless otherwise stated.

George Edward Watkins Non-Executive Chairperson
Oyungerel Janchiv Non-Executive Director
Mary Ellen Collins Non-Executive Director
Enkhmaa Davaanyam Non-Executive Chairperson
David Daniel Skeels Non-Executive Director
Philip Arthur Vingoe Non-Executive Director
Amarzul Tuul Executive Director

John Rene Henriksen Chief Financial Officer
Mehmed Ridvan Karpuz Chief Executive Officer

(b) Compensation of Directors

Resigned 24 November 2014
Resigned as Chairperson 1 August 2015
Not re-appointed 21 November 2014
Appointed as Chairperson 1 August 2015
Not re-appointed 21 November 2014

Appointed as CEO 1 October 2015

Consolidated

31 Dec 2015 31 Dec 2014
Note $'000 $'000
Short-term employee benefits 864 646
Post-employment benefits - _
Share based payment expense 143 499
1,007 1,145

Consolidated

31 Dec 2015 31 Dec 2014
Directors $'000 $'000
Oyungerel Janchiv 45 45
Mary Ellen Collins* - -
Enkhmaa Davaanyam 47 47
David Daniel Skeels* = -
Philip Arthur Vingoe 35 35
George Edward Watkins* - -
Amarzul Tuul 196 196
John Rene Henriksen 330 330
Mehmed Ridvan Karpuz 211 211
Total 864 646

The short-term employment benefits were paid to Directors and associated entities of the Directors.

Directors are not entitled to termination or retirement benefits.

*Resigned Directors’ information in Notes (b), (c), (d), and (e) are accurate up to their dates of resignation or

none re-appointment in 2014.

Mary Ellen Collins (not re-appointed 21 November 2014)
David Daniel Skeels (not re-appointed 21 November 2014)
George Edward Watkins (resigned 24 November 2014)

Remuneration Report
(Unaudited)

(c) Shareholdings of Directors and their related parties

Balance at 31 December 2014 or if applicable Balance Acquired Options & Balance as at
at the date of resignation asat Gl AT 31-Dec-14
9 01-Jan-14 (Disposed) Exercised

Directors

Oyungerel Janchiv 18,308,686 - - 18,308,686
Mary Ellen Collins* - - - -
Enkhmaa Davaanyam 3,891,640 - - 3,891,640
David Daniel Skeels* - - - -
Philip Arthur Vingoe 500,000 - - 500,000
George Edward Watkins* 200,000 - - 200,000
Amarzul Tuul 472,500 - - 472,500
John Rene Henriksen 263,030 - - 263,030
Mehmed Ridvan Karpuz 620,788 - - 620,788
Total 24,256,644 - - 24,256,644
Balance at 31 December 2015 or if applicable Balance Acquired Options Balance as at
at the date of resignation as at and & Awards 31-Dec-15

01-Jan-15 (Disposed) Exercised

Directors

Oyungerel Janchiv 18,308,686 - 996,760 19,305,446
Enkhmaa Davaanyam 3,891,640 - 996,760 4,888,400
Philip Arthur Vingoe 500,000 - 996,760 1,496,760
Amarzul Tuul 472,500 - 58,834 531,334
John Rene Henriksen 263,030 - 820,228 1,083,258
Mehmed Ridvan Karpuz 620,788 70,000 1,255,421 1,946,209
Total 24,056,644 70,000 5,124,763 29,251,407

All transactions with Directors other than those arising from the exercise of Options have been entered into
under terms and conditions no more favourable than those the entity would have adopted if dealing at arm’s
length.

Pursuant to the definition of Director’s Family within AIM Rules for Companies, the respective holdings of Oyun-
gerel Janchiv and Petrovis are aggregated on account of Oyungerel Janchiv's shareholding of over 20% in Petro-
vis. The holdings as set out above are the direct interests of Oyungerel Janchiv. However, when applying AIM
Rules for Companies, the holdings of Petrovis and Oyungerel Janchiv are treated on an aggregated basis and the
aggregated holding is treated as a Director’s interest.

PETRO MATAD LIMITED ’+5
ANNUAL REPORT 2015



20

PETROMATAD

(d) Options holdings of Directors

Remuneration Report

For the year ended 31 Balance Granted Options  Options Balance Not Vested Vested
December 2014 as at as Exercised Lapsed as at & &
01-Jan-14 Remu- 31-Dec-14 Not Exercisable
neration Exercisable
Directors
Oyungerel Janchiv 475,000 - - - 475,000 - 475,000
Mary Ellen Collins 125,000 - - - 125,000 - 125,000
Enkhmaa Davaanyam 150,000 - - - 150,000 51,000 99,000
David Daniel Skeels 150,000 - - - 150,000 100,500 49,500
Philip Arthur Vingoe 150,000 - - - 150,000 100,500 49,500
George Edward Watkins 150,000 - - - 150,000 100,500 49,500
Amarzul Tuul 608,500 - - - 608,500 203,380 405,120
John Rene Henriksen 100,000 - - - 100,000 67,000 33,000
Mehmed Ridvan Karpuz 75,000 - - - 75,000 50,250 24,750
Total 1,983,500 = = - 1,983,500 314,500 1,669,000
For the year ended 31 Decem- Balance Granted  Options  Options Balance Not Vested Vested
ber 2015 as at as Exercised Lapsed as at & &
01-Jan-15 Remu- 31-Dec-15 Not Exercisable
neration Exercisable
Directors
Oyungerel Janchiv 475,000 - - - 475,000 - 475,000
Enkhmaa Davaanyam 150,000 - - - 150,000 - 150,000
Philip Arthur Vingoe 150,000 - - - 150,000 - 150,000
Amarzul Tuul 608,500 - - - 608,500 - 608,500
John Rene Henriksen 100,000 - - - 100,000 - 100,000
Mehmed Ridvan Karpuz 75,000 - - - 75,000 - 75,000
Total 1,558,500 = = - 1,558,500 - 1,558,500
U6

(Unaudited)
(e) Conditional Share Awards holdings of Directors
For the year ended 31 Balance Granted Awards Awards Balance  Not Vested Vested
December 2014 as at as Exercised Lapsed as at & &
01-Jan-14 Remu- 31-Dec-14 Not Exercisable
neration Exercisable
Directors
Oyungerel Janchiv 475,000 498,380 - - 973,380 475,000 498,380
Mary Ellen Collins* 125,000 - - - 125,000 125,000 -
Enkhmaa Davaanyam 150,000 498,380 - - 648,380 150,000 498,380
David Daniel Skeels* 150,000 498,380 - - 648,380 150,000 498,380
Philip Arthur Vingoe 150,000 498,380 - - 648,380 150,000 498,380
George Edward Watkins* 150,000 830,634 - - 980,634 150,000 830,634
Amarzul Tuul 503,000 58,834 - - 561,834 503,000 58,834
John Rene Henriksen 626,060 294,168 - - 920,228 363,030 557,198
Mehmed Ridvan Karpuz 408,661 498,380 - - 907,041 150,000 757,041
Total 2,737,721 3,675,536 - - 2737721 2,216,030 4,197,227
For the year ended 31 Balance Granted Awards Awards Balance Not Vested Vested
December 2015 as at as Exercised  Lapsed as at & &
01-Jan-15 Remu- 31-Dec-15 Not Exercisable
neration Exercisable
Directors
Oyungerel Janchiv 973,380 498,380 996,760 - 475,000 475,000 -
Enkhmaa Davaanyam 648,380 498,380 996,760 - 150,000 150,000 -
Philip Arthur Vingoe 648,380 498,380 996,760 - 150,000 150,000 -
Amarzul Tuul 561,834 - 58,834 - 503,000 503,000 -
John Rene Henriksen 920,228 - 820,228 - 100,000 100,000 -
Mehmed Ridvan Karpuz 907,041 498,380 1,255,421 - 150,000 150,000 -
Total 4,659,243 1,993,520 5,124,763 - 1,528,000 1,528,000 -
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Consolidated Statement

of Profit or Loss and Other Comprehensive Income

For the year ended 31 December 2015

Consolidated Statement
of Financial Position

Consolidated

Financial Statements

Consolidated

31 Dec 2015 31 Dec 2014
Note $'000 $'000

Continuing operations
Revenue
Interest income 4(a) 22 72
Other income 4(a) 11,722 5

11,744 77
Expenditure
Consultancy fees (476) (147)
Depreciation and amortisation (97) (131)
Employee benefits expense 4(b) (2,438) (1,941)
Exploration and evaluation expenditure 4(c) (7,236) (266)
Other expenses 4(d) (1,687) (1,532)
Loss from continuing operations before income tax (190) (3,940)
Income tax expense 5 = -
Loss from continuing operations after income tax (190) (3,940)
Net loss for the year (190) (3,940)
Other comprehensive income
Items that may be reclassified subsequently to profit or loss:
Exchange differences on translating foreign operations, net of income tax of
$Nil (2014: $Nil) 41) (115)
Other comprehensive loss for the year, net of income tax 41) (115)
Total comprehensive loss for the year (231) (4,055)
Loss attributable to owners of the parent (190) (3,940)
Total comprehensive loss attributable to owners of the parent (231) (4,055)
Loss per share (cents per share)
Basic and diluted loss per share 6 0.1 14

The above Consolidated Statement of Profit or Loss and Other Comprehensive Income should be read in conjunction with the

accompanying notes.

For the year ended 31 December 2015

Consolidated

31 Dec 2015 31 Dec 2014

Note $'000 $'000
ASSETS
Current Assets
Cash and cash equivalents 7 5,339 895
Trade and other receivables 8 822 241
Prepayments and other assets 9 812 364
Total Current Assets 6,973 1,500
Non-Current Assets
Trade and other receivables 8 536 -
Exploration and evaluation assets 10 15,275 15,275
Property, plant and equipment 11 502 439
Total Non-Current Assets 16,313 15,714
TOTAL ASSETS 23,286 17,214
LIABILITIES
Current Liabilities
Trade and other payables 12 7,436 1,353
Total Current Liabilities 7,436 1,353
TOTAL LIABILITIES 7,436 1,353
NET ASSETS 15,850 15,861
EQUITY
Equity attributable to owners of the parent
Issued capital 13 106,150 105,278
Reserves 14 4,010 4,896
Accumulated losses (94,310) (94,313)
TOTAL EQUITY 15,850 15,861

The above Consolidated Statement of Financial Position should be read in conjunction with the accompanying notes.

PETRO MATAD LIMITED 51
ANNUAL REPORT 2015




20

PETROMATAD

Consolidated Statement
of Cash Flows

For the year ended 31 December 2015

Consolidated

31 Dec 2015 31 Dec 2014

Note $'000 $'000

Cash flows from operating activities

Payments to suppliers and employees (9,359) (2,363)
Interest received 22 72
Farm-out proceeds 13,921 -
Net cash flows provided by/(used in) operating activities 7 4,584 (2,291)
Cash flows from investing activities

Purchase of property, plant and equipment (183) (20)
Proceeds from the sale of property, plant and equipment 3 15
Net cash flows used in investing activities (180) (5)
Cash flows from financing activities

Proceeds from issue of shares 81 1
Net cash flows from financing activities 81

Net increase/(decrease) in cash and cash equivalents 4,485 (2,295)
Cash and cash equivalents at beginning of the year 895 3,308
Net foreign exchange differences (41) (118)
Cash and cash equivalents at the end of the year 7 5,339 895

The above Consolidated Statement of Cash Flows should be read in conjunction with the accompanying notes.

Consolidated Statement
of Changes in Equity

Consolidated
Financial Statements

For the year ended 31 December 2015

Consolidated

Attributable to equity holders of the parent

Other

Issued Accumulated Reserves
capital Losses Note 14 Total
Note $'000 $'000 $'000 $'000
As at 1 January 2014 105,097 (90,556) 4,736 19,277
Net loss for the year - (3,940) - (3,940)
Other comprehensive income - - (115) (115)
Total comprehensive loss for the year - (3,940) (115) (4,055)
Issue of share capital 13 1 - - 1
Cost of capital raising 13 - - - -
Share-based payments 13,14 & 15 180 183 275 638
As at 31 December 2014 105,278 (94,313) 4,896 15,861
Net loss for the year - (190) - (190)
Other comprehensive income - - (41) (41)
Total comprehensive loss for the year - (190) (41) (231)
Issue of share capital 13 81 - - 81
Cost of capital raising 13 - - - -
Share-based payments 13,14 & 15 791 193 (845) 139
As at 31 December 2015 106,150 (94,310) 4,010 15,850

The above Consolidated Statement of Changes in Equity should be read in conjunction with the accompanying notes.
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1 CORPORATE INFORMATION

The financial report of Petro Matad Limited (Company) for the year ended 31 December 2015 was authorised for
issue in accordance with a resolution of the Directors on 27 June 2016.

This financial report presents the consolidated results and financial position of Petro Matad Limited and its sub-
sidiaries (together, the Group). The Group's principal activity in the course of the financial year consisted of oil
exploration in Mongolia.

Petro Matad Limited (Company) a company incorporated in the Isle of Man on 30 August 2007 has four wholly
owned subsidiaries, including Capcorp Mongolia LLC and Petro Matad LLC (both incorporated in Mongolia), as
well as Central Asian Petroleum Corporation Limited (Capcorp) and Petromatad Invest Limited (both incorpo-
rated in the Cayman Islands). The Company and its subsidiaries are collectively referred to as the "Group”. Petro
Matad Service Limited, a subsidiary of the Company was dissolved on 1 January 2016, as the company was
dormant due to no longer being operationally required.

Petrovis Matad Inc. is a major shareholder of the Company, currently holding approximately 32.06% of the
shareholding.

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of preparation

This financial report complies with International Financial Reporting Standards (IFRS) as adopted by the Euro-
pean Union.

This financial report has been prepared on a historical cost basis, except where otherwise stated. Historical cost
is generally based on the fair values of the consideration given in exchange for goods and services. Fair value is
the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date, regardless of whether that price is directly observable or esti-
mated using another valuation technique.

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 based

on the degree to which the inputs to the fair value measurements are observable and the significance of the

inputs to the fair value measurement in its entirety, which are described as follows:

* Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the en-
tity can access at the measurement date;

*  Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the asset
or liability, either directly or indirectly; and

* Level 3 inputs are unobservable inputs for the asset or liability.

For the purpose of preparing the consolidated financial statements, the Company is a for-profit entity.
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(b) Statement of compliance

This general purpose financial report has been prepared in accordance with the requirements of all applicable
IFRS as adopted by the European Union and related Interpretations and other authoritative pronouncements.

(c) Going concern note

The Consolidated Entity has incurred a net loss after income tax of $0.19 million (2014: $3.94 million) and expe-
rienced net cash inflows from operating activities of $4.58 million (2014: net cash outflow of $2.29 million) for
the year ended 31 December 2015.

In addition, and as outlined in Note 16(b) the Consolidated Entity is required to meet minimum exploration com-
mitments in the next 12 months on its PSCs of approximately $19.37 million with further commitments of $15.58
million thereafter as disclosed in Note 16(b).

These conditions indicate a material uncertainty that may cast significant doubt over the Company and the Con-
solidated Entity’'s ability to continue as going concerns.

The ability of the Company and the Consolidated Entity to continue as going concerns is principally dependent
upon the following:

*  Receiving compensation of at least $10 million in respect of the exit notice received from BG Group; and

*  Raising additional equity; and/or

*  Further varying and/or deferring PSC commitment expenditures; and/or

*  Securing farm-out agreements to fund minimum exploration commitments.

On 20 April 2016, PAM granted a one-year moratorium for Block XX, commencing 1 January 2016. As a result of
the moratorium, the licence period for the PSC for Block XX has been extended by one year from July 2017 to
July 2018. In addition, the moratorium approval allows the cumulative expenditure shortfall as at 31 December
2015 of $4.3 million to be spent after the moratorium has ended. Prior to the moratorium ending the Company
will have to arrange for alternative sources of funding to fund the future exploration expenditure commitments
of $21.3 million currently due by July 2018.

On 28 April 2016, the Company received an exit notice from BG Group advising they were triggering the exit
option under the farm-out agreement. Consequently, the Company’'s working interests in Blocks IV and V will
revert to 100%. As required by the farm-out and other related agreements, compensation of at least $10 million
is required to be paid to the Company by a related entity of BG Group, which will partially enable the Company
to satisfy minimum spend obligations in relation to Blocks IV and V.

At the date of this report the Company has not received the exit payment as the amount due is in dispute. While
BG Group has advised they are prepared to pay the minimum amount due of $10 million immediately, the Com-
pany believes additional compensation is due under the farm-out and other related agreements. Consequently,
BG Group has withheld payment pending agreement on the total amount due. In the absence of other mitigat-
ing factors, a delay in the receipt of funds from BG of more than a few months would significantly compromise
the ability of the Company and Consolidated Entity to continue as going concerns. The Company is currently in
negotiation with BG Group and expects to resolve the dispute and receive the minimum amount of $10 million
over the next few months from the date of this report.
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The Company intends to explore opportunities for raising further investment funds later in the 2016 calendar
year, once drillable prospects on Blocks IV and V have been defined from the ongoing seismic acquisition pro-
gram. The opportunities to be considered include equity raise, direct investment and farm-out.

The Directors have prepared a cash flow forecast which indicates that the consolidated entity will be required
to raise additional funds to meet their working capital requirements (including minimum exploration commit-
ments) for the twelve month period from the date of signing the financial report.

The Directors are satisfied that they will achieve successful outcomes in relation to the matters set out above
and therefore the going concern basis of preparation is appropriate. The financial report has therefore been
prepared on the going concern basis, which assumes continuity of normal business activities and the realisation
of assets and the settlement of liabilities in the ordinary course of business.

Should the Company and the Consolidated Entity be unable to achieve the matters referred to above, there is a
material uncertainty whether the Company and the Consolidated Entity will be able to continue as going con-
cerns and, therefore, whether they will realise their assets and discharge their liabilities in the normal course of
business and at amounts stated in the financial report.

The financial report does not include adjustments relating to the recoverability and classification of recorded
asset amounts nor to the amounts and classification of liabilities that might be necessary should the Company
and the Consolidated Entity not continue as going concerns.

(d) Application of new and revised Accounting Standards

Standards and Interpretations adopted in the current year

The consolidated entity has adopted all of the new and revised Standards and Interpretations issued by the
International Accounting Standards Board that are relevant to their operations and are effective for the current
financial reporting period beginning 1 January 2015.

The following new and revised Standards and Interpretations have been adopted in the current period:
e Annual Improvements to IFRSs 2010- 2012 Cycle and 2011-2013 Cycle

The impact of the adoption of the above standards and interpretations did not have a material impact for the
Group.

Standards and Interpretations in issue not yet adopted

At the date of authorisation of the financial statements, the following International Financial Reporting Stan-
dards and Interpretations have recently been issued or amended but are not yet effective and have not been
adopted by the consolidated entity for the year ended 31 December 2015:
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Effective for Expected to be
ST e e ananaI repor'Flng |r'1|t|aII¥ applied in .the
periods begin- financial year ending
ning on or after
IFRS 9 ‘Financial Instruments’ 1 January 2018 31 December 2018
IFRS 15 ‘Revenue from Contracts with Customers’ 1 January 2018 31 December 2018
IFRS 16 ‘Leases’ 1 January 2019 31 December 2019
Amendments to IFRS 11 — ‘Accounting for Acquisition of Interest in Joint 1 January 2016 31 December 2016
Operations’
Amendments to IAS1 - Disclosure initiative 1 January 2016 31 December 2016
Amendments to IAS 27 'Equity Method in Separate Financial Statements’ 1 January 2016 31 December 2016
Amendments to IAS 36 and IAS 38 ‘Clarification of Acceptable Methods of 1 January 2016 31 December 2016
Depreciation and Amortisation’
Amendments to IFRS 10 and IAS 28 - 'Sale or Contribution of Assets between 1 January 2016 31 December 2016
an Investor and its Associate or Joint Venture'
Annual Improvements to IFRSs 2012-2014 Cycle 1 January 2016 31 December 2016

The impact of these recently issued or amended standards and interpretations are currently being assessed by
the consolidated entity and impact is not expected to be material.

(e) Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities con-
trolled by the Company and its subsidiaries. Control is achieved when the Company:

* has power over the investee;

e is exposed, or has rights, to variable returns from its involvement with the investee; and

*  has the ability to use its power to affect its returns.

The Company reassesses whether or not it controls an investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control listed above.

The financial statements of the subsidiaries are included in the consolidated financial statements from the date
that control commences until the date that control ceases.

The financial statements of subsidiaries are prepared for the same reporting period as the parent company, us-
ing consistent accounting policies. Adjustments are made to bring into line any dissimilar accounting policies
that may exist.

A change in the ownership interest of a subsidiary that does not result in a loss of control is accounted for as an
equity transaction.

All intercompany balances and transactions, including unrealised profits arising from intra-group transactions,
have been eliminated in full. Unrealised losses are eliminated unless costs cannot be recovered.
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(f) Foreign currency translation
Functional and presentation currency

Both the functional and presentation currency of Petro Matad Limited is United States Dollars (USD). The Cay-
man Island subsidiaries functional currency is USD. The Mongolian subsidiaries’ functional currency is Mongo-
lian Tugrugs (MNT) which is then translated to the presentation currency, USD.

Transactions and balances

Transactions in foreign currencies are initially recorded in the functional currency by applying the exchange
rates ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are
retranslated at the rate of exchange ruling at the reporting date.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rate as at the date of the initial transaction. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when the fair value was determined.

Exchange differences are recognised in profit or loss in the period in which they arise except for:

*  Exchange differences on transactions entered into to hedge certain foreign currency risks; and

*  Exchange differences on monetary items receivable from or payable to a foreign operation for which settle-
ment is neither planned nor likely to occur (therefore forming part of the net investment in the foreign
operation), which are recognised initially in other comprehensive income and reclassified from equity to
profit or loss on disposal or partial disposal on the net investment.

Translation of subsidiaries’ functional currency to presentation currency
The results of the Mongolian subsidiaries are translated into USD (presentation currency) as at the date of each

transaction. Assets and liabilities are translated at exchange rates prevailing at the reporting date.

Exchange differences resulting from the translation are recognised in other comprehensive income and accumu-
lated in the foreign currency translation reserve in equity.

On consolidation, exchange differences arising from the translation of the net investment in Mongolian subsid-
iaries are recognised in other comprehensive income and accumulated in the foreign currency translation re-
serve. If a Mongolian subsidiary was sold, the proportionate share of exchange difference would be transferred
out of equity and recognised in profit and loss.

(g) Cash and cash equivalents
Cash and short-term deposits in the statement of financial position comprise cash at bank and in hand and

short-term deposits with an original maturity of three months or less.

For the purposes of the statement of cash flows, cash and cash equivalents consist of cash and cash equivalents
as defined above, net of outstanding bank overdrafts.
(h) Trade and other receivables

Trade receivables, which generally have 30-60 day terms, are recognised initially at fair value and subsequently
measured at amortised cost using the effective interest method, less an allowance for impairment.
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Collectability of trade receivables is reviewed on an ongoing basis. An impairment provision is recognised when
there is objective evidence that the Group will not be able to collect the receivable. Objective evidence of im-
pairment includes financial difficulties of the debtor, default payments or debts more than 60 days overdue. The
amount of the impairment loss is the amount by which the receivable carrying value exceeds the present value
of the estimated future cash flows, discounted at the original effective interest rate.

(i) Plant and equipment
Plant and equipment is stated at historical cost less accumulated depreciation and any impairment in value.

Depreciation is calculated on a straight-line basis over the estimated useful life of the asset and is currently es-
timated to be an average of 6.0 years.

The assets’ residual values, useful lives and amortisation methods are reviewed, and adjusted if appropriate, at
each financial year end.

Derecognition

An item of property, plant and equipment is derecognised upon disposal or when no further future economic
benefits are expected from its use or disposal.

(j) Exploration and evaluation expenditure

Exploration and evaluation expenditure incurred by the Group is expensed separately for each area of interest.
The Group's policy is to expense all exploration and evaluation costs funded out of its own resources.

(k) Exploration and evaluation assets

Exploration and evaluation assets arising out of business combinations are capitalised as part of deferred explo-
ration and evaluation assets. Subsequent to acquisition exploration expenditure is expensed in accordance with
the Company'’s accounting policy.

(I) Impairment of tangible and intangible assets other than goodwill

At each reporting date, the Group assesses whether there is any indication that tangible and intangible asset may
be impaired. Where an indicator of impairment exists, the Group makes a formal estimate of recoverable amount
for each asset or cash generating unit to determine the extent of the impairment loss (if any). Where the carrying
amount of an asset (or cash-generating unit) exceeds its recoverable amount the asset is considered impaired
and is written down to its recoverable amount.

Recoverable amount is the greater of fair value less costs to sell and value in use. It is determined for an indi-
vidual asset, unless the asset's value in use cannot be estimated to be close to its fair value less costs to sell and
it does not generate cash inflows that are largely independent of those from other assets or groups of assets,
in which case, the recoverable amount is determined for the cash-generating unit to which the asset belongs.

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre tax dis-
count rate that reflects current market assessments of the time value of money and the risks specific to the asset.
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Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit)
is increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined had no impairment loss been recognised for
the assets (or cash-generating unit) in prior years. A reversal of an impairment loss is recognised immediately in
profit or loss, unless the relevant asset is carried at a revalued amount, in which case the reversal of impairment
loss is treated as a revaluation increase.

Impairment review for deferred exploration and evaluation assets are carried out on a project-by-project basis,
which each project representing a single cash generating unit. An impairment review is undertaken when indica-
tors of impairment arise, typically when one of the following circumstances apply:

*  Unexpected geological occurrences that render the resource uneconomic;

e Title to asset is compromised;

e Variations in prices that render the project uneconomic; or

e Variations in the currency of operation.

(m) Trade and other payables

Trade and other payables are initially recognised at fair value. After initial recognition, trade and other payables
are carried at amortised cost and due to their short term nature are not discounted. They represent liabilities for
goods and services provided to the Group prior to the end of the financial year that are unpaid and arise when
the Group becomes obliged to make future payments in respect of the purchase of these goods and services.
The amounts are unsecured and are usually paid within 30 days of recognition.

(n) Interest-bearing loans and borrowings

All loans and borrowings are initially recognised at cost, being the fair value of the consideration received net of
issue costs associated with the borrowing.

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost
using the effective interest method. Amortised cost is calculated by taking into account any issue costs, and any
discount or premium on settlement.

Gains and losses are recognised in the profit and loss when the liabilities are derecognised.

The component parts of compound financial instruments are classified as financial liabilities and equity in ac-
cordance with the substance of the contractual arrangement. The fair value of the liability portion of a convert-
ible note is determined using a market interest rate for an equivalent non-convertible note. The remainder of
the proceeds is allocated to the conversion option. If the conversion option meets the definition of an equity
instrument, this amount is recognised and included in shareholders’ equity and is not subsequently remeasured.

(o) Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past
event, it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding the
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obligation. If the effect of the time-value of money is material, provisions are determined by discounting the
expected future cash flows at a pre-tax rate that reflects current market assessments of the time value of money
and, where appropriate, the risks specific to the liability.

Where discounting is used, the increase in the provision due to the passage of time is recognised as a finance
cost.
(p) Leases

Finance leases, which transfer to the Group substantially all the risks and benefits incidental to ownership of the
leased item, are capitalised at the inception of the lease at the fair value of the leased property or, if lower, at the
present value of the minimum lease payments.

Lease payments are apportioned between the finance charges and reduction of the lease liability so as to achieve
a constant rate of interest on the remaining balance of the liability. Finance charges are charged directly to profit
and loss.

Capitalised leased assets are depreciated over the shorter of the estimated useful life of the asset or the lease
term.

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified as
operating leases. Initial direct costs incurred in negotiating an operating lease are added to the carrying amount
of the leased asset and recognised over the lease term on the same bases as the lease income.

Operating lease payments are recognised as an expense in profit or loss on a straight-line basis over the lease
term.

(q) Contributed equity

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or Op-
tions are shown in equity as a deduction, net of tax, from the proceeds.

(r) Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the
revenue can be reliably measured. The following specific criteria must also be met before revenue is recognised:
Interest revenue

Revenue is recognised on an accrual basis using the effective interest method.

(s) Share-based payment transactions
The Group provides to certain key management personnel share-based payments, whereby they render services

in exchange for rights over shares (“equity-settled transactions”).

The cost of these equity-settled transactions is measured by reference to the fair value at the date at which they
are granted. The fair value is determined by use of the Black Scholes model.
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In determining the fair value of the equity-settled transactions, vesting conditions that are not market conditions
are not taken into account.

The cost of equity-settled transactions is recognised as an expense on a straight-line basis, together with a cor-
responding increase in equity, over the period in which they vest.

The cumulative expense recognised for equity-settled transactions at each reporting date until the vesting date
reflects:

e the extent to which the vesting period has expired; and

e the number of awards that, in the opinion of the Directors of the Group, will ultimately vest.

This opinion is formed based on the best available information at the reporting date. The impact of the revision
of original estimates, if any, is recognised in profit or loss such that the cumulative expense reflects the revised
estimate, with a corresponding adjustment to equity reserves.

Where the terms of an equity-settled award are modified, as a minimum, an expense is recognised as if the
terms had not been modified. In addition, an expense is recognised for any increase in the value of the transac-
tion as a result of the modification, as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any
expense not yet recognised for the award is recognised immediately. However, if a new award is substituted
for the cancelled award, and designated as a replacement award on the date that it is granted, the cancelled
and new award are treated as if they were a modification of the original award, as described in the previous
paragraph.

(t) Income tax
Current tax

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of the
taxable profit or tax loss for the year. It is calculated using tax rates and tax laws that have been enacted or
substantively enacted by the reporting date. Current tax for current and prior years is recognised as a liability (or
asset) to the extent that it is unpaid (or refundable).

Deferred tax

Deferred tax is accounted for using the comprehensive balance sheet liability method in respect of temporary
differences arising from differences between the carrying amount of assets and liabilities and the corresponding
tax base of those items.

In principle, deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets are
recognised to the extent that it is probable that sufficient taxable amounts will be available against which de-
ductible temporary differences or unused tax losses and tax offsets can be utilised. However, deferred tax assets
and liabilities are not recognised if the temporary differences giving rise to them arise from the initial recogni-
tion of assets and liabilities (other than as a result of a business combination) that affects neither taxable income
nor accounting profit. Furthermore, a deferred tax liability is not recognised in relation to taxable temporary
differences arising from goodwill.
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Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the year(s) when
the asset and liability giving rise to them are realised or settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted by reporting date. The measurement of deferred tax liabilities and assets re-
flects the tax consequences that would follow from the manner in which the consolidated Group expects, at the
reporting date, to recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same taxation author-
ity and the Company intends to settle its current tax assets and liabilities on a net basis.

Current and deferred tax for the year

Current and deferred tax is recognised as an expense or income in the profit or loss, except when it relates to
items credited or debited directly to equity/other comprehensive income, in which case the deferred tax is also
recognised directly in equity/other comprehensive income, or where it arises from the initial accounting for a
business combination, in which case it is taken into account in the determination of goodwill.

(u) Earnings per share

Basic earnings per share is calculated as net profit attributable to owners of the parent, adjusted to exclude any
costs of servicing equity (other than dividends), divided by the weighted average number of ordinary shares,
adjusted for any bonus element.

Diluted earnings per share is calculated as net profit attributable to owners of the parent, adjusted for:

*  Costs of servicing equity (other than dividends);

*  The after tax effect of dividends and interest associated with dilutive potential ordinary shares that have
been recognised as expenses; and

*  Other non-discretionary changes in revenues or expenses during the year that would result from the con-
version of dilutive potential ordinary shares, divided by the weighted average number of ordinary shares
and dilutive potential ordinary shares, adjusted for any bonus element.

(v) Significant accounting judgments, estimates and assumptions

Joint operation is a joint arrangement whereby the parties that have joint control of the arrangement have
rights to the assets, and obligations for the liabilities, relating to the arrangement. Those parties are called joint
operators. Joint control is the contractually agreed sharing of control of an arrangement, which exists only when
decisions about the relevant activities require the unanimous consent of the parties sharing control.

A joint operator recognises the following in its financial statements in respect to the joint operation:
e its assets including its share of any jointly held assets;

* its liabilities, including its share of any jointly incurred liabilities;

* its revenue from the sale of its share of the output arising from the joint operation;

* its share of the revenue from the sale of the output by the joint operation; and

e its expenses, including its share of any expenses incurred jointly

The group accounts for the assets, liabilities, revenues and expenses relating to its interest in a Joint operation in
accordance with IFRSs applicable to the particular asset, liabilities, revenues and expenses.
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(w) Significant accounting judgments, estimates and assumptions

In applying the Group's accounting policies management continually evaluates judgments, estimates and as-
sumptions based on experience and other factors, including expectations of future events that may have an
impact on the Group. All judgments, estimates and assumptions made are believed to be reasonable based on
the most current set of circumstances available to management. Actual results may differ from the judgments,
estimates and assumptions.

Any revisions to accounting estimates are recognised in the period in which the estimate is revised if the revi-
sion affects only that period, or in the period of the revision and future periods if the revision affects both the
current and future periods.

The following are the most critical estimates and judgments made by management in applying the accounting
policies and have the most significant effect on the amounts recognised in the financial statements.

Share-based payments

The Group measures the cost of equity-settled transactions with Directors and employees at the fair value of
the equity instruments at the date at which they are granted. The fair value is determined using a Black Scholes
model. One of the inputs into the valuation model is volatility of the underlying share price which is estimated
on the 4.5 year history of the share price and has been estimated in a range from 10% to 120% depending on
the date of the grant.

Recovery of the exploration and evaluation assets

The ultimate recoupment of the exploration and evaluation assets is dependent upon successful development
and commercial exploitation or alternatively the sale of the respective areas of interest at an amount at least
equal to book value. At the point that it is determined that any capitalised exploration and evaluation expendi-
ture is not recoverable, it is written off.

Going Concern

The Group assesses the going concern of the Group on a regular basis, reviewing their cash flow requirements,
commitments and status of PSC requirements and funding arrangements. Refer to Note 2 (c) for further details.

3 OPERATING SEGMENTS

Operating segments have been identified on the basis of internal reports of the Group that are regularly re-
viewed by the chief operating decision maker in order to allocate resources to the segments and to assess their
performance.

The chief operating decision maker has been identified as the Board of Directors. On a regular basis, the Board
receives financial information on a consolidated basis similar to the financial statements presented in the finan-
cial report, to manage and allocate their resources. Based on the information provided to the Board of Direc-
tors, the Group has one operating segment and geographical segment, being Mongolia; as such no separate
disclosure has been provided.
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4 REVENUES AND EXPENSES

Consolidated
31 Dec 2015 31 Dec 2014

Note $'000 $'000
(a) Revenue

Interest Income 22 72

Other income:
Consideration for the BG Group farm-out agreement* 4,486 -
Cash calls received from BG Group* 7,234 -
Other income* 2 5
Foreign exchange gains = -
11,744 77

*On 7 April 2015, the Company announced the successful completion of a farm-out agreement with BG Interna-
tional Limited and BG Mongolia Holdings Limited (BG Group). On 22 June 2015, all conditions to the farm-out
were satisfied and unconditional status was therefore received. Under the terms of the farm-out, BG Group ac-
quired 78% of Blocks IV and V in exchange for funding the Group's share of a mutually agreed $28 million work
programme which will fulfil the minimum work obligations for both blocks within the current licence period to
July 2017. The Group will also receive additional cash consideration of $4.55 million to fund ongoing operations
and obligations. Also refer to Note 21 - Events after the reporting date.

(b) Employee benefits expense
Included in employee benefits expense are the following:

Wages and salaries 1,601 610
Directors’ fees (including Directors of affiliates) 175 104
Consultancy fees 557 589
Share-based payments 105 638

2,438 1,941

(c) Exploration and evaluation expenditure
Exploration and evaluation expenditure relates to the following PSCs:

Block XX 1 30
Blocks IV and V 7,235 236
7,236 266

(d) Other expenses
Included in other expenses are the following:

Administration costs 903 623
PSC administration costs 533 732
Audit fees 114 99
Travel expenses 137 78

1,687 1,532
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5 INCOME TAX

Consolidated

31 Dec 2015 31 Dec 2014
Note $'000 $'000

Income tax recognised in the statement of profit or loss:

Tax expense/(benefit) comprises:

Current tax expense/(benefit) - -
Deferred tax expense/(benefit) relating to the

origination and reversal of temporary differences - -

Total tax expense/(benefit) reported in the statement of profit or loss = -

The prima facie income tax benefit on pre-tax accounting loss from continuing operations reconciles to the
income tax expense/(benefit) in the financial statements as follows:

Consolidated

31 Dec 2015 31 Dec 2014

Note $'000 $'000
Net loss for the year (190) (3,940)
Income tax benefit calculated at 10% (i) 19 394
Effect of different tax rates on entities in different jurisdictions (ii) 650 (220)
Change in unrecognised deferred tax assets (669) (174)

(i)  The tax rate used in the above reconciliation is the corporate tax rate of 10% payable by Mongolian corpo-
rate entities on taxable profits up to 3 billion MNT under Mongolian tax law.

(i)  Petromatad Invest Limited and Capcorp are exempt of Mongolian corporate tax on profits derived from the
sale of oil under their PSCs once production commences and are subject to Cayman Islands income tax at a rate
of 0%. As a consequence, no provision for Mongolian corporate tax or Cayman Islands current tax or deferred
tax has been made in the Company's accounts in relation to them.

Petro Matad Limited is subject to Isle of Man income tax at a rate of 0%. As a consequence, no provision for Isle
of Man current tax or deferred tax has been made in the Company’s accounts.

6 LOSS PER SHARE
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The following reflects the loss and share data used in the total operations basic and diluted loss per share com-

putations:
Consolidated
31 Dec 2015 31 Dec 2014
cents per share cents per share
Basic loss per share 0.1 14
Diluted loss per share 0.1 14
$'000's $'000's

The loss and weighted average number of ordinary shares used in the calculation

of basic and diluted loss per share are as follows:

Net loss attributable to owners of the parent 190 3,940
Weighted average number of ordinary shares for the purposes of basic and diluted

loss per share (in thousands) 284,450 279,377

Share Options and Conditional Share Awards could potentially dilute basic loss per share in the future, however
they have been excluded from the calculation of diluted loss per share because they are anti-dilutive for both

years presented.
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7 CASH AND CASH EQUIVALENTS

Consolidated

31 Dec 2015 31 Dec 2014
Note $'000 $'000
Cash at bank and in hand 5,339 895

5,339 895

Cash at bank and in hand earns interest at fixed and floating rates based on prevailing bank rates, and the fair
value of the above cash and cash equivalents is $5,339,000 (2014: $895,000) due to the short-term nature of the
instruments.

Reconciliation from the net loss after tax to the net cash flows from operations:

Consolidated
31 Dec 2015 31 Dec 2014

Note $'000 $'000

Net loss after tax (190) (3,940)
Adjustments for:

Depreciation and amortisation 97 131
Net (profit)/loss on disposal of property, plant and equipment 9 6
Share based payments 140 638
Unrealised foreign exchange (gains)/ losses 10 50
Changes in assets and liabilities

(Increase)/decrease in trade and other receivables (1,117) 69
(Increase)/decrease in prepayments and other assets (448) 120
Increase/(decrease) in trade and other payables 6,083 635
Net cash flows used in operating activities 4,584 (2,291)

Non-cash investing and financing activities

There were no non-cash investing or financing activities undertaken in the financial year or prior year, other than
the exercise of Options and Conditional Share Awards of $0.79 million (2014: $0.180 million).

Notes to the
Consolidated
Financial Statements

8 TRADE AND OTHER RECEIVABLES

Consolidated
31 Dec 2015 31 Dec 2014

Note $000 $'000
Current
Receivable from BG Group 600 -
Other debtors 222 241
Non-Current
Receivable from BG Group 536 -
1,358 241

All amounts are recoverable and are not considered past due or impaired.

9 PREPAYMENTS AND OTHER ASSETS

Consolidated

31 Dec 2015 31 Dec 2014

Note $'000 $'000
Prepayments 505 55
Other assets 307 309
812 364

Other current assets are mainly comprised of consumables, including casing, mud and drilling materials pur-
chased for Block XX.

10 EXPLORATION AND EVALUATION ASSETS

Consolidated

31 Dec 2015 31 Dec 2014

Note $'000 $'000
Exploration and evaluation assets 15,275 15,275
15,275 15,275

The exploration and evaluation asset arose following the initial acquisition in February 2007 of 50% of Petro-
matad Invest Limited, together with acquisition on 12 November 2007 of the remaining 50% not already held
by the Group, for a consideration of 23,340,000 ordinary shares credited as fully paid up and with an estimated
fair value of $0.50 per share, taking into account assets and liabilities acquired on acquisition. This relates to the
exploration and evaluation of PSC Block XX.
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The ultimate recoupment of exploration and evaluation expenditure is dependent upon successful development
and commercial exploitation or alternatively the sale of the respective areas of interest at an amount at least

equal to book value.

Management have reviewed for impairment indicators on Block XX and no impairment has been noted.

11 PROPERTY, PLANT AND EQUIPMENT

Consolidated
31 Dec 2015 31 Dec 2014

Note $'000 $000
Plant and equipment at cost 1,050 936
Accumulated depreciation and impairment (548) (497)
502 439
Reconciliation of carrying amounts at the beginning and end of the year:
Plant and
equipment
Total
$'000

As at 1 January 2014 (net of accumulated depreciation) 618
Additions 20
Disposals (21)
Depreciation charge for the year (47)
(131)

As at 31 December 2014 (net of accumulated depreciation) 439
Additions 183
Disposals )
Foreign exchange (14)
Depreciation charge for the year 97)
As at 31 December 2015 (net of accumulated depreciation) 502

12 TRADE AND OTHER PAYABLES (CURRENT)

Consolidated

31 Dec 2015 31 Dec 2014

Note $'000 $'000
Trade payables 4,097 1,351
Funding received in advance from BG Group 3,337 -
Other payables 2 2
7,436 1,353

Trade payables are non-interest bearing and are normally settled within 60 day terms.

13 ISSUED CAPITAL

Notes to the
Consolidated
Financial Statements

Consolidated

31 Dec 2015 31 Dec 2014
Note $'000 $'000
Ordinary Shares
287,494,775 shares issued and fully paid (2014: 279,489,279) 106,150 105,278
106,150 105,278
Movements in ordinary shares on issue:
Number of Issue

Shares Price $ $'000
As at 1 January 2014 279,340,879 105,097
Exercise of Conditional Share Awards on 3 October 2014 (note (a)) 146,400 0.010 1
1
Share based payment - - 180
As at 31 December 2014 279,487,279 105,278
Exercise of Conditional Share Awards on 23 April 2015 (note (b)) 5,750,946 0.010 58
Exercise of Conditional Share Awards on 27 July 2015 (note (c)) 2,256,550 0.010 23
81
Share based payment - - 180
As at 31 December 2015 287,494,775 106,150

(@) On 3 October 2014, pursuant to the Group's Plan, 146,400 shares were awarded to former employees exer-

cising Conditional Share Awards with an exercise price per share of $0.01.

(b) On 23 April 2015, pursuant to the Group's Plan, 5,750,946 shares were awarded upon exercise of Condi-

tional Share Awards with an exercise price per share of $0.01.

(c) On 27 July 2015, pursuant to the Group's Plan, 2,256,550 shares were awarded upon exercise of Conditional

Share Awards with an exercise price per share of $0.01.
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14 RESERVES

A detailed breakdown of the reserves of the Group is as follows:

Merger Equity benefits Foreign currency

reserve reserve translation Total
Consolidated $'000 $000 $'000 $'000
As at 1 January 2014 831 4,801 (896) 4,736
Currency translation differences - - (115) (115)
Share based payments - 275 - 275
As at 31 December 2014 831 5,076 (1,011) 4,896
Currency translation differences - - (41) (41)
Share based payments - (845) - (845)
As at 31 December 2015 831 4,231 (1,052) 4,010

Nature and purpose of reserves
Merger reserve

The merger reserve arose from the Company's acquisition of Capcorp on 12 November 2007. This transaction is
outside the scope of IFRS 3 'Business Combinations’ and as such Directors have elected to use UK Accounting
Standards FRS 6 ‘Acquisitions and Mergers'. The difference, if any, between the nominal value of the shares is-
sued plus the fair value of any other consideration, and the nominal value of the shares received in exchange are
recorded as a movement on other reserves in the consolidated financial statements.

Equity benefits reserve

The equity benefits reserve is used to record the value of Options and Conditional Share Awards provided to
employees and Directors as part of their remuneration, pursuant to the Group's Long Term Equity Incentive Plan
(referred to as Plan or Group's Plan). Refer to Note 15 for further details of these plans.

Foreign currency translation reserve

The foreign currency translation reserve is used to record exchange differences arising from the translation of
the financial statements of foreign subsidiaries.

Notes to the
Consolidated
Financial Statements

15 SHARE BASED PAYMENTS

(a) Long Term Equity Incentive Plan (Plan or Group'’s Plan)

The Group provides long term incentives to employees (including Executive Directors), Non-Executive Directors
and consultants through the Group's Plan based on the achievement of certain performance criteria. The Plan
provides for share awards in the form of Options and Conditional Share Awards. The incentives are awarded at
the discretion of the Board, or in the case of Executive Directors, the Remuneration Committee of the Board, who
determine the level of award and appropriate vesting, service and performance conditions taking into account
market practice and the need to recruit and retain the best people.

Options may be exercised, subject only to continuing service, during such period as the Board may determine.
Options have a term of 10 years.

Conditional Share Awards shall vest subject to continuing service and appropriate and challenging service and
performance conditions determined by the Remuneration Committee relating to the overall performance of the
Group.

Conditional Share Awards based on performance conditions will vest on achievement of the following perfor-

mance conditions:

*  25% vest on the first discovery of oil on a commercial scale, estimated by management as being by 30
September 2017;

*  25% vest on the first production of oil on a commercial scale, estimated by management as being by 30
September 2019; and

*  50% vest on the Company achieving the sale of 1 million barrels of oil, estimated by management as being
by 30 September 2020.

Other Conditional Share Awards have service conditions tied to employment continuity and are available for
vesting in three equal annual instalments on various dates.

(b) Option pricing model

The fair value of Options granted is estimated as at the date of grant using the Black Scholes model, taking into
account the terms and conditions upon which the Options were granted.

No options have been issued during 2014 and 2015.
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(c) Movement in share Options

Opening Granted Forfeited  Exercised Closing Exercisable
balance at  during the  during the during balance as at as at
Consolidated 1Jan 2014 year year theyear 31 Dec 2014 31 Dec 2014
Grant of Options on 3 June 2008 399,500 - (19,500) - 380,000 380,000
Grant of Options on 8 April 2009 268,750 - (52,500) - 216,250 216,250
Grant of Options on 9 July 2010 899,500 - (154,100) - 745,400 745,400
Grant of Options on 6 April 2011 75,000 - - - 75,000 75,000
Grant of Options on 5 July 2011 150,000 - - - 150,000 150,000
Grant of Options on 22 Nov 2011 120,000 - - - 120,000 120,000
Grant of Options on 5 Dec 2011 79,914 - (36,486) - 43,428 43,428
Grant of Options on 25 Apr 2012 928,300 - (66,360) - 861,940 570,900
Grant of Options on 16 Jul 2012 516,860 - (306,020) - 210,840 200,640
Grant of Options on 5 Oct 2012 98,300 - (23,300) - 75,000 49,500
Grant of Options on 4 Dec 2012 6,000 - - - 6,000 3,960
Grant of options on 9 July 2013 112,000 - (12,000) - 100,000 33,000
3,654,124 - (670,266) - 2,983,858 2,588,078
Weighted Average Exercise Price 53.96 - 31.68 - 58.96 63.54
(cents per option)
Opening Granted Forfeited Exercised Closing Exercisable
balance at  during the during the during the balance as at as at
Consolidated 1 Jan 2015 year year year 31 Dec 2015 31 Dec 2015
Grant of Options on 3 June 2008 380,000 - - - 380,000 380,000
Grant of Options on 8 April 2009 216,250 - - - 216,250 216,250
Grant of Options on 9 July 2010 745,400 - (125,000) - 620,400 620,400
Grant of Options on 6 April 2011 75,000 - - - 75,000 75,000
Grant of Options on 5 July 2011 150,000 - - - 150,000 150,000
Grant of Options on 22 Nov 2011 120,000 - - - 120,000 120,000
Grant of Options on 5 Dec 2011 43,428 - (3,828) - 39,600 39,600
Grant of Options on 25 Apr 2012 861,940 - (311,940) - 550,000 550,000
Grant of Options on 16 Jul 2012 210,840 - (45,840) - 165,000 165,000
Grant of Options on 5 Oct 2012 75,000 - - - 75,000 75,000
Grant of Options on 4 Dec 2012 6,000 - - - 6,000 6,000
Grant of options on 9 July 2013 100,000 - (50,000) - 50,000 33,000
2,983,858 - (536,608) - 2,447,250 2,430,250
Weighted Average Exercise Price 58.96 - 39.40 - 63.25 63.64

(cents per option)

(d) Share Options Contractual Life

Notes to the
Consolidated
Financial Statements

The weighted average remaining contractual life of outstanding share Options is 5.7 years (2014: 6.3 years).

(e) Conditional Share Awards pricing model

The fair value of Conditional Share Awards granted is estimated as at the date of grant using the Black Scholes

model, taking into account the terms and conditions upon which the Awards were granted.

The following Table summarizes Conditional Share Awards granted during 2014 and 2015, along with relevant

details in relation to each grant.

@

2

23 April 2014 7 July 2015
Conditional Share Awards granted 5,229,255 1,993,520
Share price at grant date $0.0923 $0.0621
Expected Volatility (%) 10 28
Risk-free interest rates (%) 0.50 0.50
Expected life (years) 10 10
Exercise Price $0.01 $0.01
Estimated fair value of each Conditional Share Award at the grant date $0.0827 $0.0527

Items (1): Conditional Share Awards vested on 1 October 2014.

Items (2): Conditional Share Awards vested immediately.
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(f) Movement in Conditional Share Awards

Opening Granted Awarded Forfeited Closing Exercisable
balance at during the during the  during the  balance as at as at
Consolidated 1Jan 2014 year year year 31 Dec 2014 31 Dec 2014
Grant of Conditional Share Awards 535,000 - - (20,000) 515,000 -
on 3 Jun 2008
Grant of Conditional Share Awards 145,000 - - (50,000) 95,000 -
on 8 Apr 2009
Grant of Conditional Share Awards 1,061,000 - (87,000) (102,000) 872,000 -
on 9 Jul 2010
Grant of Conditional Share Awards 325,000 - (24,000) (157,000) 144,000 -
on 6 Apr 2011
Grant of Conditional Share Awards 230,000 - (12,000) (38,000) 180,000 -
on 5Jul 2011
Grant of Conditional Share Awards 50,000 - - - 50,000 -
on 22 Nov 2011
Grant of Conditional Share Awards 78,000 - (3,400) (35,000) 39,600 -
on 5 Dec 2011
Grant of Conditional Share Awards 1,440,060 - (20,000) (41,000) 1,379,060 263,030
on 25 Apr 2012
Grant of Conditional Share Awards 165,000 - - (15,000) 150,000 -
on 5 Oct 2012
Grant of Conditional Share Awards 261,661 - - - 261,661 258,661
on 4 Dec 2012
Grant of Conditional Share Awards 176,000 - - (6,000) 170,000 -
on 9 Jul 2013
Grant of Conditional Share Awards - 5229255 - - 5,229,255 5,229,255
on 23 Apr 2014
4,466,721 5229255  (146,400)  (464,000) 9,085,576 5,750,946
Weighted Average Exercise Price 1.00 1.00 1.00 1.00 1.00 1.00

(cents per award)

Notes to the
Consolidated

Financial Statements

Opening Granted Awarded Forfeited Closing Exercisable
balance at during during the  during the balance as at as at

Consolidated 1Jan 2015 the year year year 31 Dec 2015 31 Dec 2015
Grant of Conditional Share Awards 515,000 - - - 515,000 -
on 3 Jun 2008
Grant of Conditional Share Awards 95,000 - - - 95,000 -
on 8 Apr 2009
Grant of Conditional Share Awards 872,000 - - (125,000) 747,000 -
on 9 Jul 2010
Grant of Conditional Share Awards 144,000 - - - 144,000 -
on 6 Apr 2011
Grant of Conditional Share Awards 180,000 - - - 180,000 -
on 5 Jul 2011
Grant of Conditional Share Awards 50,000 - - - 50,000 -
on 22 Nov 2011
Grant of Conditional Share Awards 39,600 - - - 39,600 -
on 5 Dec 2011
Grant of Conditional Share Awards 1,379,060 - (526,060) (3,000) 850,000 -
on 25 Apr 2012
Grant of Conditional Share Awards 150,000 - - - 150,000 -
on 5 Oct 2012
Grant of Conditional Share Awards 261,661 - (258,661) - 3,000 -
on 4 Dec 2012
Grant of Conditional Share Awards 170,000 - - (50,000) 120,000 -
on 9Jul 2013
Grant of Conditional Share Awards 5,229,255 - (5,229,255) - - -
on 23 Apr 2014
Grant of Conditional Share Awards - 1,993,520  (1,993,520) - - -
on 7 Jul 2015

9,085,576 1,993,520  (8,007,496) (178,000) 2,893,600 -
Weighted Average Exercise Price 1.00 1.00 1.00 1.00 1.00 1.00

(cents per award)

(g) Conditional Share Awards Contractual Life

The weighted average remaining contractual life of outstanding Conditional awards is 12.5 years (2014: 13.5

years).
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16 COMMITMENTS AND CONTINGENCIES

(a) Operating lease commitments

Operating leases relate to premises used by the Group in its operations, generally with terms between 2 and 5
years. Some of the operating leases contain options to extend for further periods and an adjustment to bring
the lease payments into line with market rates prevailing at that time. The leases do not contain an option to
purchase the leased property.

The Group has committed to office lease in Mongolia in the amounts of $149,000 as at 31 December 2015.

Consolidated
31 Dec 2015 31 Dec 2014

Note $'000 $'000
Operating Leases:
Within one year 45 27
After one year but not more than five years 104 -
Greater than five years - -
149 27

(b) Exploration expenditure commitments

Petromatad Invest Limited and Capcorp have minimum spending obligations, under the terms of their PSCs on
Blocks IV, V and XX with PAM.

The amounts set out below do not include general and administrative expenses.

Consolidated
31 Dec 2015 31 Dec 2014

Note $'000 $'000
Production Sharing Contract Fees:
Within one year 898 1,677
After one year but not more than five years 40 835
Greater than five years - -
2,512 1,115
Minimum Exploration Work Obligations:
Within one year 19,374 7,515
Greater than one year but no more than two years 15,580 18,815
Greater than two years but no more than three years - 18,056
Greater than three years but no more than four years - -
Greater than five years - -
34,954 44,386

Prior year expenditure over and above minimum exploration work obligations may be used to reduce the fol-
lowing year's obligation.

Due to the prior focus on Block XX and despite substantial work programme activities occurring in 2015, Blocks
IV and V are below the minimum PSC commitment at the end of 31 December 2015 by $13.7 million.

Notes to the
Consolidated
Financial Statements

On 28 April 2016, the company received an exit notice from BG Group advising they were triggering the exit
option under the farm-out agreement. Consequently, the Company’s working interests in Blocks IV and V will
revert to 100%. As required by the agreements, compensation of a minimum of $10 million will be paid to the
Company by BG Group, which will partially enable the Company to satisfy minimum spend obligations in relation
to Blocks IV and V.

Petromatad Invest Limited and Capcorp can voluntarily relinquish their rights under the PSCs, if the minimum
work obligations are completed.

The Company intends to undertake a fund raising effort later in the 2016 once drillable prospects on Blocks IV
and V have been defined from the ongoing seismic acquisition program. This will ensure that the cumulative
expenditures shortfall for Blocks IV and V will be met by end of for the remainder exploration term ending on
29 July 2017.

In relation to Block XX, cumulative expenditure shortfall is $4.3 million at the end of 2015. PAM has agreed to a
one-year moratorium which will enable the Company to defer expenditures towards the minimum PSC obliga-
tion by one-year and extends the exploration term to July 2018. In addition, the moratorium approval allows
the cumulative expenditure shortfall as at 31 December 2015 of $4.3 million to be spent after the moratorium
has ended. Prior to the moratorium ending, the Company will have to arrange for alternative sources of fund-
ing to fund the future exploration expenditure commitments of $21.3 million for Block XX due by July 2018. The
Company is actively pursuing farm-out options to raise the necessary funds to assist in meeting the obligation.

(c) Contingencies

There are no contingencies outstanding at the year end.

17 RELATED PARTY DISCLOSURES

The immediate parent and ultimate controlling party of the consolidated entity is Petro Matad Limited.

The consolidated financial statements include the financial statements of Petro Matad Limited and the subsidiar-
ies listed in the following table:

Equity Interest

2015 2014
Country of Incorporation % %
Central Asian Petroleum Corporation Limited Cayman Islands 100 100
Capcorp Mongolia LLC Mongolia 100 100
Petromatad Invest Limited Cayman Islands 100 100
Petro Matad LLC Mongolia 100 100
Petro Matad Services Limited Isle of Man 100 100

Subsidiary Details
Capcorp Mongolia LLC was acquired on the 14 August 2006, on incorporation of the Company. Capcorp holds
1,000,000 ordinary shares of MNT150 each.

Petromatad Invest Limited was acquired on 12 November 2007. Petro Matad Limited and Capcorp each hold
25,000 shares of $1 each.
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Central Asian Petroleum Corporation Limited was acquired on 12 November 2007. Petro Matad Limited holds
43,340,000 ordinary shares of $0.01 each.

Petro Matad LLC is 100% owned by Petromatad Invest Limited. Petromatad Invest Limited holds 15,000 ordinary
shares of MNT10,000 each.

Petro Matad Services Limited is 100% owned by Petro Matad Limited. Petro Matad Limited holds 1 ordinary
share of $1. Petro Matad Services Limited was dissolved on 1 January 2016.

Balances and transactions between the Company and its subsidiaries, which are related parties of the Company,
have been eliminated on consolidation and are not disclosed in this note.

The following table provides the total amount of transactions which have been entered into with related parties
for the relevant financial year:

31Dec2015 31 Dec 2014
$'000 $'000

Petrovis' subscription for shares in Petro Matad Limited - -

Petrovis Matad Inc. is a major shareholder of the Company, currently holding approximately 32.06% of the
shareholding.

18 KEY MANAGEMENT PERSONNEL

(a) Details of Directors

The names of the Company's Directors, having authority and responsibility for planning, directing and control-
ling the activities of the Group, in office during 2014 and 2015, are as below:

The Directors were in office until the date of this report and for this entire year unless otherwise stated.

George Edward Watkins Non-Executive Chairperson Resigned 24 November 2014

Oyungerel Janchiv
Mary Ellen Collins
Enkhmaa Davaanyam
David Daniel Skeels
Philip Arthur Vingoe
Amarzul Tuul

John Rene Henriksen
Mehmed Ridvan Karpuz

Non-Executive Director
Non-Executive Director

Non-Executive Chairperson

Non-Executive Director
Non-Executive Director
Executive Director
Chief Financial Officer
Chief Executive Officer

Resigned as Chairperson 1 August 2015
Not re-appointed 21 November 2014
Appointed as Chairperson 1 August 2015
Not re-appointed 21 November 2014

Appointed as CEO 1 October 2015

Notes to the
Consolidated
Financial Statements

(b) Compensation of Directors

Consolidated
31 Dec 2015 31 Dec 2014

Note $000 $'000
Short-term employee benefits 864 646
Post-employment benefits - -
Share based payment expense 143 499
1,007 1,145

(c) Other key management personnel transactions

There were no other key management personnel transactions during the year (2014: Nil).

19 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group's principal financial instruments comprise cash and short-term deposits classified as loans and receiv-
ables financial assets.

The main purpose of these financial instruments is to raise capital for the Group's operations.

The Group also has various other financial instruments such as trade debtors and trade creditors, which arise
directly from its operations. It is, and has been throughout the year under review, the Group's policy that no trad-
ing in financial instruments shall be undertaken.

The main risks arising from the Group's financial instruments are interest rate risk, foreign currency risk, credit
risk and liquidity risk.

The Board is responsible for identification and control of financial risks. The Board reviews and agrees policies
for managing each of these risks as summarised below.

Risk Exposures and Responses

Interest rate risk

Interest rate risk is the risk that the value of a financial instrument or cash flow associated with the instrument
will fluctuate due to changes in market interest rate. Interest rate risk arises from fluctuations in interest bearing
financial assets and liabilities that the Group uses. Interest bearing assets comprise cash and cash equivalents
which are considered to be short-term liquid assets. It is the Group's policy to settle trade payables within the
credit terms allowed and the Group does therefore not incur interest on overdue balances.
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The following table sets out the carrying amount of the financial instruments that are exposed to interest rate risk:

Consolidated

Weighted 31 Dec 2015 31 Dec 2014
Average Int. rate $'000 $'000
Cash and cash equivalents 1.10% 5,339 895
Trade and other receivables 0% 1,358 241
6,697 1,136
Financial Liabilities
Trade and other payables 0% 7,436 1,353
7,436 1,353
Net exposure (739) (217)

Sensitivity Analysis

If the interest rate on cash balances at 31 December 2014 and 2015 weakened/strengthened by 1%, there would
be no material impact on profit or loss. There would be no effect on the equity reserves other than those directly
related to other comprehensive income movements.

Foreign currency risk

As a result of operations overseas, the Group's Statement of Financial Position can be affected by movements in
various exchange rates.

The functional currency of Petro Matad Limited and presentational currency of the Group is deemed to be USD
because the future revenue from the sale of oil will be denominated in USD and the costs of the Group are
likewise predominately in USD. Some transactions are however dominated in currencies other than USD. These
transactions comprise operating costs and capital expenditure in the local currencies of the countries where the
Group operates. These currencies have a close relationship to the USD and management believes that changes
in the exchange rates will not have a significant effect on the Group's financial statements.

The Group does not use forward currency contracts to eliminate the currency exposures on any individual trans-
actions.

The following significant exchange rates applied during the year:

Spot rate at the

Average rate balance date
usb 2015 2014 2015 2014
Mongolian Tugrug (MNT) 1 1,969.88 1,817.27 1,995.98 1,888.44
Australian Dollar (AUD) 1 1.37978 1.10970 1.37003 1.22600
Great British Pound (GBP) 1 0.66662 0.60730 0.67553 0.64380

Sensitivity Analysis
A 5% strengthening/weakening of the MNT against USD at 31 December 2014 and 2015 would not have a mate-
rial effect on profit and loss or on equity.

Notes to the
Consolidated
Financial Statements

Price risk

The Group's exposure to price risk is minimal as the Group is currently not revenue producing other than from
interest income.

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to
meet its contractual obligations. The Group is exposed to credit risk on its cash and cash equivalents and other
receivables as set out in Notes 7 and 8 which also represent the maximum exposure to credit risk. The Group only
deposits surplus cash with well-established financial institutions of high quality credit standing.

In addition, receivable balances are monitored on an ongoing basis with the result that the Group's exposure to
bad debts is not significant.

There are no significant concentrations of credit risk within the Group.

Maximum exposure to credit risk at reporting date:

Consolidated
31 Dec 2015 31 Dec 2014

Note $'000 $'000
Financial Assets
Trade and other receivables 8 1,358 241
Net exposure 1,358 241

Impairment Losses
None of the Group's receivables are past due at 31 December 2015 (2014: Nil)

Liquidity risk
Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due.
The Group's approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient

liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring unaccept-
able losses or risking damage to the Group's reputation.

The Group's objective is to ensure that sufficient funds are available to allow it to continue its exploration activi-
ties.

The remaining contractual maturities of the Group’s and parent entity’s financial liabilities are:
Consolidated

31 Dec 2015 31 Dec 2014

Note $'000 $'000
6 months or less 6,938 1,318
6-12 months 498 35
1-5 years = -
over 5 years = -
7,436 1,353
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All of the Group's amounts payable and receivable are current.
Further, the Group has exploration expenditure commitments on its PSCs as disclosed in Note 16(b).

Fair Value of Financial Assets and Liabilities

The fair value of cash and cash equivalents and non-interest bearing financial assets and financial liabilities of
the consolidated entity approximate their carrying value due to their short term duration.

Fair Value Hierarchy as at 31 December 2015

Level 1 Level 2 Level 3 Total
Financial Assets
Trade and other receivables - 1,358 - 1,358
Total - 1,358 - 1,358
Financial Liabilities
Trade and other payables - 7,436 - 7,436
Total - 7,436 - 7,436

Fair Value Hierarchy as at 31 December 2014

Level 1 Level 2 Level 3 Total
Financial Assets
Trade and other receivables - 241 - 241
Total - 241 - 241
Financial Liabilities
Trade and other payables - 1,353 - 1,353
Total - 1,353 - 1,353

The fair values of the financial assets and financial liabilities included in the level 2 category above have been
determined in accordance with generally accepted pricing models based on a discounted cash flow analysis,
with the most significant inputs being the discount rate that reflects the credit risk of counterparties.

20 CAPITAL MANAGEMENT

The Group's objectives when managing capital are to safeguard the Group’s ability to continue as a going con-
cern in order to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal
capital structure to reduce the cost of capital. The management of the Group and the Group's capital is regularly
reviewed by the Board. The capital structure of the Group consists of cash and bank balances (Note 7) and
equity of the Group (comprising issued capital, reserves and retained earnings as detailed in Notes 13 and 14).
This is reviewed by the Board of Directors as part of their regular Directors meetings.

The Group monitors its capital requirements based on the funding required for its exploration activities in Mon-
golia and operations of the company.

The Group is not subject to externally imposed capital requirements.
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21 EVENTS AFTER THE REPORTING DATE

On 1 January 2016, Petro Matad Service Limited was dissolved, as the company was dormant due to no longer
being operationally required.

On 20 April 2016, PAM granted a one-year moratorium, effective 1 January 2016, for Block XX. The moratorium
will enable the Company to defer expenditures towards the minimum PSC obligation by one year. The PSC term
is consequently extended by one-year to July 2018.

On 28 April 2016, the Company received an Exit Notification from BG Group that advised they were triggering

their option under the farm-out agreement to exit Blocks IV and V PSCs, effective immediately. Upon Mongolian
Government approval, the Company’s working interest in both PSCs will therefore revert to 100%.

22 AUDITORS’ REMUNERATION

The auditor of Petro Matad Limited is Deloitte Touche Tohmatsu (Deloitte).

Consolidated
31 Dec 2015 31 Dec 2014

Note $'000 $'000
Amounts received or due and receivable by Deloitte for:
- an audit or review of the financial report of the entity and any other 75 57
entity in the consolidated entity
- other services in relation to the entity and any other entity in the con- - -
solidated entity
Amounts received or due and receivable by auditors other than De- 75 57
loitte for:
- an audit or review of the financial report of subsidiary entities 39 42
- other services in relation to the subsidiary entities - -
39 2426
114 99

23 OTHER INFORMATION

Registered Office:

Victory House
Douglas

Isle of Man
IM1 1EQ
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20

PETROMATAD

Directors’ Declaration

In accordance with a resolution of the Directors of Petro Matad Limited, I state that:

In the opinion of the Directors:

(@) the financial statements and notes of the Group give a true and fair view of the consolidated entity’s finan-
cial position as at 31 December 2015 and of its performance and cash flows for the year ended on that date in
accordance with International Financial Reporting Standards as adopted by the European Union and

(b) there are reasonable grounds to believe that the Company will be able to pay its debts as and when they
become due and payable.

On behalf of the Board

;M

John R Henriksen
Director
29 June 2016
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Deloitte

Delcitte Touche Tohmatsu
ABN 74 490 121 060

Tower 2

Brookfield Place

123 St Georges Terrace
Perth WA 6000

GPO Box A46

Perth WA 6837 Australia

Tel: +61 8 9365 7000
Fax: +618 9365 7001
www deloitte.com.au

Independent Auditor’s Report
to the Members of Petro Matad Limited

We have audited the accompanying annual financial report of Petro Matad Limited which comprises the
consolidated statement of financial position as at 31 December 2015, the consolidated statement of profit or
loss and other comprehensive income, the consolidated statement of cash flows and the consolidated
statement of changes in equity for the year then ended, notes comprising a summary of significant
accounting policies and other explanatory information, and the directors declaration of the consolidated
entity comprising the company and the entities it controlled at the year’s end or from time to time during the
financial year.

This report is made solely to the company’s members, as a body, in accordance with Section 80C of the Isle
of Man Companies Act 2006. Our audit work has been undertaken so that we might state to 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 responsibility to anyone other than the
company and the company’s members as a body, for our audit work, for this report, or for the opinions we
have formed.

Directors’ Responsibility for the Financial Report

The Directors are responsible for the preparation of the financial report that gives a true and fair view of the
consolidated financial report in accordance with International Financial Reporting Standards as adopted by
the European Union, and for such internal control as the directors determine is necessary to enable the
preparation and fair presentation of the consolidated financial report that is free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit
in accordance with International Auditing Standards. Those standards require that we comply with relevant
cthical requirements relating to audit engagements and plan and perform the audit to obtain reasonable
assurance whether the consolidated financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial report. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the consolidated financial report, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial report in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by directors, as well as evaluating the overall
presentation of the consolidated financial report.

Liability limited by a scheme approved under Professional Standards Legislation

Member of Deloitte Touche Tohmatsu Limited

Deloitte

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the consolidated financial report gives a true and fair view of the consolidated entity’s
financial position as at 31 December 2015 and its financial performance and cash flows for the year then
ended in accordance with International Financial Reporting Standards as adopted by the European Union and
have been properly prepared in accordance with the requirements of the Isle of Man Companies Act 2006.

Material Uncertainty Regarding Continuation as a Going Concern

Without modifying our opinion, we draw attention to Note 2(c) in the financial report, which indicates that
the consolidated entity has incurred a net loss after income tax of $0.19 million (2014: $3.940 million) and
experienced net cash inflows from operating activities of $4.58 million (2014: net cash outflows of $2.29
million) for the year ended 31 December 2015, These conditions, along with other matters as set forth in
Note 2(¢), indicate the existence of a material uncertainty that may cast significant doubt about the ability of
the company and the consolidated entity to continue as going concerns and therefore, whether they will
realise their assets and extinguish their liabilities in the ordinary course of business.

TELowt T TTOUCHE Tod MATSA

DELOIFTTE TOUCHE TOHMATSU

John Sibenaler
Partner

Chartered Accountants
Perth, 30 Junc 2016
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