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Dr. George
Edward \Watkins cBe

Chairman

Dr. Watkins holds a BSc in Mining, a PhD in
Geophysics and an MSc in Management as
well as an honorary degree of Doctor of Engi-
neering DEng from Heriot Watt University. He
has 45 years’ experience in the oil and gas in-
dustry. Dr. Watkins began his career with Shell
as a geophysicist in the Netherlands and Aus-
tralia before moving to Conoco. He worked
for Conoco for the next 30 years, starting as a
geophysicist in the UK and then as Vice Presi-
dent Exploration and Production, North Amer-
ica. From 1993 until 2002 he was Chairman
and Managing Director of Conoco UK Ltd. For
the last 10 years, he has held a number of
non-executive directorships at companies in-
cluding Paladin Resources plc, Abbot Group
plc, Panoro Energy ASA, Production Services
Network (PSN) Ltd, the Maersk Company Ltd
and the Defence Procurement Agency. He was
a governor of the Robert Gordon University in
Aberdeen from 2005 through 2012.

Mary Ellen Collins

Non-Executive Director

Dr. Oyungerel Janchiv

Deputy Chair

Dr. Oyungerel graduated from the Institute of Pet-
rochemical and Gas Indusiry, Moscow in 1979. She
began her career as an economist at the Ulaan-
baatar 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 appointed the
General Director of the Petroleum Import Concern of
Mongolia and in 1994 became the General Director
and Chair of the Board of Directors of the govern-
ment owned company, Neft Import Company (NIC).
In 1996, she founded Petrovis LLC and was the Gen-
eral Director until January 2008 and has been Chair
ever since. She has completed an Oil Economics and
Marketing Program at the Arthur D. Little Institute in
Cambridge, USA. 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.

Ms. Collins has over 30 years experience in interna-
tional corporate banking, including extensive experi-
ence in Russia, Eastern Europe and Central Asia. She
began her banking career with Chase Manhattan
in New York, and subsequently with Security Pacific
Bank (later Bank of America) in Los Angeles, London
and Paris. She was Director for Corporate Recovery
at the European Bank for Reconstruction and Devel-
opment in London until 2005. Ms. Collins holds an
MBA in Finance from Wharton and a BS in Foreign
Service from Georgetown University, Washington,
D.C. She is a Non-Executive Director for companies
in Latvia and Mongolia.

PETRO MATAD LIMITED
ANNUAL REPORT 2013



PETRO
BOARD OF DIRECTORS

Enkhmaa Davaanyam

Non-Executive Director

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 edu-
cation 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 Development
and the International Senior Management Pro-
gram at Harvard Business School. His primary
career foundation was with BP, where he spent
nearly 20 years and became their worldwide
Chiet Geophysicist and General Manager, Ex-
ploration. In 1995 he decided to move into the
entrepreneurial world of the Independents and
has subsequently held many directorships 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 com-
panies, the listing through I.P.O’s of companies
in Australia and Norway, and the sale of com-
panies 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.

David Daniel Skeels

Non-Executive Director

Mr. Skeels was educated as a geologist and
has over 40 years’ experience of working in the
oil and gas industry. He spent 20 years at Con-
oco focusing on international upstream proj-
ects and has held a number of management
positions, including Manager Exploration and
Reservoir Management, West Siberia and Vice
President and Manager Exploration, Indonesia
where he was responsible for the Belida discov-
ery in 1989. Mr. Skeels then spent 10 years at
BG Group where he was General Manager in
Kazakhstan building the relationship between
the company, the government and state agen-
cies. He was recognized by the President of Ka-
zakhstan for his contributions to the Kazakh oil
and gas industry. Recently he has been work-
ing with governments and state organisations
in Eastern Europe, Azerbaijian and Kazakhstan.

Ms. Enkhmaa is the CEO of Petrovis Group,
Mongolia” largest fuel supplier. Ms. Enkhmaa
has over 16 years of international experience
in financing and risk management of mining, in-
frastructure and energy projects. She serves as
Deputy Chair of Board of Directors of Petrovis
Group since 2011 and was appointed as the
CEO in August 2013. Prior to joining Petrovis
Group, Ms. Enkhmaa worked as a Manag-
ing Director at Macquarie Group for over 10
years, responsible for risk management in the
energy sector in the United States.
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Amarzul Tuul

Executive Director of the
Nongolian subsidiaries

A Mongolian citizen, educated in Singapore Ms.
Amarzul has worked in the Mongolian Govern-
ment’s Foreign Investment and Foreign Trade
Agency (FIFTA). She then joined the resources
sector in Mongolia, holding senior manage-
ment positions in private sector resource com-
panies. 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 Government
on Blocks IV and V. Ms. Amarzul’s main re-
sponsibilities includes maintaining government
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 orgo-
nization that promotes increased trade and in-
vestment in Mongolia. She is also the Executive
Director of the Mongolian Petroleum Explora-
tion and Production Association, which was es-
tablished in 2011 and represents PSC contrac-
tors’ 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.

[Ridvan Karpuz

Non-Executive Director

Mr. Karpuz has over 20 years’ experience
in petroleum industry with proven oil finder
skills. Prior to joining Petro Matad, Mr. Karpuz
worked for Austrian listed integrated oil and
gas company, OMV, where he has spent the
last 5 years as an exploration and reservoir
manager working in Iran, Yemen and more re-
cently Tunisia. He has worked for Norsk Hydro,
Norway and Endeavour Energy UK & Norway
in various roles from expert structural geolo-
gist to exploration team leader working in a
wide spectrum of offshore and onshore basins
worldwide. Mr. Karpuz has a proven track-re-
cord of establishing successful exploration and
subsurface teams and working in remote and
frontier regions. Mr. Karpuz has a BSc in geo-
logical engineering degree from Dokuz Eylul
University, Turkey and Cand. Scient geology
degree from University of Bergen, Norway.

John [Rene Henriksen

Chief Financial Officer

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 Uloanbaatar. Prior to this he
was the Country Manager for Salamander En-
ergy’s Indonesian operations. Prior to Salaman-
der, 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 management, 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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Your Directors submit their report for the year
ended 31 December 2013.

Petro Matad Limited (‘Company”) a company
incorporated in the Isle of Man on 30 August
2007 has five wholly owned subsidiaries, includ-
ing Capcorp Mongolia LLC and Petro Matad
LLC (both incorporated in Mongolia), Central
Asian Petroleum Corporation Limited (“Cap-
corp”) and Petromatad Invest Limited (both in-
corporated in the Cayman Islands), and Petro
Matad Services Limited (incorporated in the Isle
of Man). The Company and its subsidiaries are
collectively referred to as the “Group”.

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

*  Mary Ellen Collins

*  Enkhmaa Davaanyam

*  David Daniel Skeels

*  Philip Arthur Vingoe

*  George Edward Watkins
*  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 Mongolia. 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
(//SI/).

The net loss after tax for the Group for the 12
months ended 31 December 2013 was $7.498
million (31 December 2012: Loss $12.155 mil-

lion).

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

Changes in State of Affairs

On 25 January 2013, pursuant to the Group’s
Long Term Equity Incentive Plan (referred to as
“Plan” or “Group’s Plan”), 500,000 shares were
awarded upon exercise of Conditional Share
Awards with an exercise price per share of

$0.01.

In recognition of the need to enhance portfolio
management, accelerate work program activi-
ties, and to diversify exploration risk, the Com-
pany embarked on a farm-out process and to
this end opened a data-room in February 2013.
A significant number of parties visited the dato-
room with several expressing technical interest
in the exploration potential of the Company’s 3
PSCs. As of the date of this report discussions
with inferested parties continue.

In April 2013 the Company commenced a
fund raising effort and in conjunction with its
joint brokers conducted an institutional road-
show. While the roadshow was well received
and successful in outlining the potential of the
Company’s exploration holdings, market sen-
timent remains bearish and institutional inves-
tors” appetite for junior exploration companies
continues to be subdued. Although the Com-
pany received investment offers they cumula-
tively were insufficient to meet minimum targets
and alternative means of funding the Company
were explored.

On 20 June 2013, Petrovis Matad Inc. (“Petro-
vis”) signed an Equity Subscription Agreement
with the Company that resulted in issuance
of 90,612,540 shares to Petrovis (55,500,000
shares) and its concert parties (35,112,540
shares). The proceeds of $5,000,000 are being
used to fund the Company’s ongoing opera-
tions, which included a 2D seismic acquisition
work program in the second half of 2013.

PETRO MATAD LIMITED
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On 9 July 2013, pursuant to the Group’s Plan,
112,000 Options over shares were granted to
employees with an exercise price per share of
GBP0.0425, exercisable in three parts as fol-
lows:

*  33% after 9 July 2014,

*  33% after 9 July 2015;

*  34% after 9 July 2016

On 9 July 2013, pursuant to the Group’s Plan.
176,000 Conditional Share Awards over shares
were granted to employees with an exercise
price per share of $0.01.

The Conditional Share awards will vest on

achievement of the following performance con-

ditions:

*  25% vest on the first discovery of oil on a
commercial scale;

*  25%vest on the first production of oil on a
commercial scale;

*  50% vest on the Group achieving the sale
of 1 million barrels of oil.

On 22 July 2013, pursuant to the Group’s Plan,
671,550 shares were awarded upon exercise
of Conditional Share Awards with an exercise
price per share of $0.01.

On 27 November 2013, pursuant to the
Group's Plan, 1,380,788 shares were awarded
upon exercise of Conditional Share Awards
with an exercise price per share of $0.01.

Significant Events after Reporting Date

The Directors of Petro Matad have agreed a
number of measures to preserve cash resourc-
es. In particular, the Non-Executive Directors
have agreed unanimously that for the 6 month

period, April-September 2014, they will forgo
their usual director fees and in lieu of a cash
fee will receive Conditional Share Awards. In
addition, the Executive Directors and certain
employees at their own volition have also opt-
ed to sacrifice a portion of their salary to par-
ticipate in the same Conditional Share Award
programme.

The Conditional Share Awards have been is-
sued under the Company’s existing Group's
Plan on 23 April 2014. The Conditional Share
Awards will vest on 1 October 2014 and par-
ticipants have a maximum of 1 year to exercise
these awards for an exercise price of $0.01 per
Petro Matad ordinary share. An aggregate
of 5,229,255 Conditional Share Awards have
been awarded and the table below sets out
the 3,675,536 Conditional Share Awards that
have been issued to the Company’s Directors.

Number of Conditional Share

Director Awards awarded in lieu of
fees

George Watkins 830,634
Oyungerel Janchiv 498,380
Enkhmaa Davaanyam 498,380
Philip Vingoe 498,380
David Skeels 498,380
Ridvan Karpuz 498,380
Amarzul Tuul 58,834
John Henriksen 294,168

The Board has also implemented a number of
structural changes to the operational structure
of the Company, with resources being focused
on a core team to support the technical stud-
ies associated with the farm-out effort, maintain
relations with government and maintain the fi-

nancial and administrative governance of the
Company. The Company contfinues to enjoy
the support of its largest shareholder in these
efforts which are expected to result in signifi-
cant reductions in monthly running costs. On
18 June 2014, as agreed with the relevant au-
thorities any payments due under the PSCs for
Blocks IV and V prior to mid-2015 will not be
payable until July 2015.

Dividends

No dividends have been paid or are proposed
in respect of the year 2013.

Future Developments

The Group will continue to pursue exploration
projects within commercially proven areas of
interest in Mongolia.

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 li-
ability incurred as such by an officer or auditor.

Environmental Regulation

The Group is required to carry out its activi-
ties in accordance with the petroleum laws
and regulations in the areas in which it under-
takes its exploration activities. 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
indicated its willingness to continue in office.

Rounding
The amounts contained in the annual finan-
cial report have been rounded to the nearest

$1,000 (where rounding is applicable).

Signed in accordance with a resolution of the
Directors.

;z_/

John R Henriksen
Director
30 June 2014
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2013 has been another challenging year for
Petro Matad. As we reported in last year’s an-
nual statement, the first half of 2013 was taken
up with major fundraising and farmout initia-
tives. The second half of the year has focussed
on taking forward the technical evaluation of
the Company’s acreage.

While the fundraising story that we had to tell a
year ago was generally well received and did
indeed bring forward some offers of funding,
these were not considered to be a sufficient
quantum to proceed. However, the feedback
was extremely valuable in highlighting the prin-
cipal investor concern that Petro Matad did not
have a pipeline of drill ready prospects to pro-
vide momentum and maintain investor interest.

Therefore, one of our objectives for 2013 has
been to remedy this situation and confirm some
prospects that are ready for the drill. This was
not as simple a task as it should have been
because, although Petro Matad has some
60,000 square kilometres under licence, in the
first years of those licences through 2012, Petro
Matad focussed its exploration efforts in one
corner of Block XX and only pursued limited
exploration elsewhere. This resulted in seismic
coverage over most of Blocks IV and V and
the southern half of Block XX being extremely
sparse.

In 2013, when we were seeking areas over
which to shoot detailed seismic to firm up drill-
ing prospects, we found that this lack of re-
gional seismic meant that we had few areas to
choose from. In the event, we took a calculat-
ed risk to shoot additional seismic over a lead
that was seen on only one line in Block IV. The
65 kilometres of new seismic that we acquired
in Block IV confirmed a three way dip closure
on the downthrown side of a major strike slip
fault with possible recoverable reserves of 60
to 100 million barrels oil. A smaller, but a well
imaged, more robust four way dip closure with
possible reserves of about 6 million barrels can
also be mapped within this overall fault pros-
pect.

In Block V, we had already identified a large
faulted anticlinal area on existing seismic so
this feature became the focus of our attention.
Unfortunately, the 155 kilometres of new seis-
mic across this feature does not confirm closure
within the basin but shows the anticline con-
tinuing to rise towards the northeast bound-
ary fault that forms the basin margin. There
is a closure against this basin margin but the
relatively shallow depth of this closure makes it
relatively high risk.

However, this 2013 seismic does confirm two
new fault traps in the deepest part of the sub-

basin in Block V. One is a tilted fault block, in-
terpreted as a rotated (low angle) normal fault.
The second is a closure in the footwall of a
reverse fault. Both these leads have robust clo-
sures. They also lie within the present-day Syn-
Rift source kitchen so migration and timing are
considered low risk. Although both prospects
are relatively modest with possible recoverable
reserves of 22 to 24 million barrels oil, either
location would be an excellent candidate for
testing the potential of this Tugrug sub-basin in
terms of reservoir quality and source potential.

It is worth noting that there are no oil explora-
tion wells and only limited seismic coverage in
Central — Western Mongolia so these are the
first drillable prospects identified in this frontier
area. Both can be considered as locations for
possible basin opener wells that will advance
significantly knowledge of and confidence in
the hydrocarbon potential of the area.

Further details on these prospects can be found
in the Investor Section of the Company’s web-
site.

The fact that additional seismic was able to
translate a one line lead into a drillable pros-
pect gives us confidence that there are many
other similar prospect areas within the Com-
pany’s acreage. However, our licence area

is so extensive that to acquire sufficient seismic
coverage would be very expensive. We are
therefore looking at other technical alternatives
to high grade our acreage. One such tech-
nique is airborne full tensor gravity gradiom-
etry (“FTG”) which has been used successfully in
other onshore rift basin areas, such as Africa.

The obijectives for a combined FTG and high
resolution aeromagnetic  (“HRAM”)  survey
would be to produce a preliminary map of the
subsurface structures, basement architecture
and sediment thickness in the frontier areas of
Blocks IV, V and XX where there is currently little
or no seismic. As this is an airborne survey it
is able to cover a much larger area faster and
more cheaply than conventional seismic. The
results of the FTG survey can then be used to
guide the structural interpretation where there is
limited seismic coverage and target where best
to acquire follow-on seismic data for prospect
definition.

In parallel with this technical activity, we have
been seeking a farm-in partner to fund the next
phase of exploration in these licences. This has
been a very challenging endeavour as we have
found that most companies had very limited
knowledge of the geology of Mongolia. Some
did not initially appreciate the size of the acre-
age involved and the scale of the opportunity

PETRO MATAD LIMITED
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that this represents and how the approach to
exploration has to reflect this size and scale.
For example, at approximately 60,000 square
kilometres, the rift basin acreage that Petro
Matad has under licence in Mongolia is com-
parable in size with the entire licence area held
by Tullow Qil across the Kenya rift basins.

Potential partners also had concerns about
the Mongolian investment climate and the pro-
posal to rewrite the Petroleum Law. All this
at a time when the economic climate globally
has been leading exploration and production
companies either to sell poor performing as-
sets or to choose to focus their investment on
existing production or development of already
discovered reserves rather than on frontier ex-
ploration.

We found that it was not enough to present
what we knew structurally and stratigraphi-
cally about our three licence areas. We had
to show Mongolian hydrocarbon potential in
a regional context and by analogy to the pro-
ducing basins across the border in China. In
particular, companies have required detailed
reservoir and source rock data as well as evi-
dence of specific drillable prospects.

This is why, in late 2013, in addition to the de-
tailed seismic over lead areas in Blocks IV and
V, we also conducted field work (the third such
campaign that Petro Matad has conducted)
to collect outcrop rock samples for analysis of
both source rock and reservoir quality.

We also changed our approach to the presen-
tation of these data. At the Appex conference
in London in March 2014, we gave a presen-

tation that promoted the overall hydrocarbon
potential in Mongolia rather than simply talk-
ing about Petro Matad’s acreage. This proved
worthwhile in that it has resulted in a number of
new companies requesting access to the Petro
Matad data room. It has also rekindled techni-
cal interest in companies with whom we have
been talking previously.

In addition to the technical presentations, we
have had to re-assure companies about the
investment climate in Mongolia. Adoption by
the Mongolian government of the new Law on
Investments in November 2013 has helped as it
removed the limitations imposed previously by
the law on foreign investments. We have also
been able to point to the new draft Petroleum
Law that includes provision for extension of the
initial licence term from 5 to 8 years as rec-
ognition by the Mongolian Government of the
size and scale of opportunity, the general lack
of regional seismic and the longer time frame
that this implies for the exploration effort.

At the time of writing, the new Petroleum Law
is still going through the Parliamentary process
and is expected to be passed into law shortly.
This will certainly be beneficial to Mongolia
and to Pefro Matad as companies have been
clear in their statements to us that they see
adoption of an acceptable Petroleum Law as
an essential pre-condition to any decision to
invest in Mongolia.

Throughout these activities, Petro Matad is
fortunate to have a supportive shareholder in
Petrovis Matad Inc. who agreed to an equity
injection of $5 million into the Company in
June 2013. It was this injection of new funds

that allowed the Company to undertake seis-
mic and geological field operations during the
2013 field season, and to be able to pursue a
farmout with vigour and enthusiasm. Although
several companies have shown a high level
of interest, to date, no agreements have been
reached. The Board recognises that finalising
a farmout agreement could yet take some time.

With this is mind, the Directors of Petro Matad
have agreed a number of measures to pre-
serve cash resources and maximise the funds
available for these operational and farmout
activities. In particular, the Non-Executive Di-
rectors have agreed unanimously that they will
forgo their usual director fees for a period of
six months and will receive Conditional Share
Awards in lieu of a cash fee.

In addition, the Executive Directors and cer-
tain employees at their own volition have also
opted to trade a portion of their salary to par-
ticipate in the same Conditional Share Award
programme. The European Bank for Recon-
struction and Development (“EBRD”) represen-
tative Director, Mary Ellen Collins, will be for-
going fees even though no Conditional Share
Awards are being issued to her or the EBRD.

The Conditional Share Awards have been is-
sued under the Company’s existing Long Term
Equity Plan. The Conditional Share Awards
will vest on 1 October 2014 and participants
have a maximum of one year to exercise these
awards for an exercise price of 1 US dollar cent
per Petro Matad ordinary share. An aggre-
gate of 5,229,255 Conditional Share Awards
have been awarded, of which 3,675,536 Con-
ditional Share Awards have been issued to the

Company’s Directors.

The Petro Matad Board has also implemented
a number of structural changes to the opera-
tional structure of the Company, with resources
being focused on a core team to support the
technical studies associated with the farm-out
effort, maintain relations with government and
maintain the financial and administrative gov-
ernance of the Company.

Although there can be no guarantee that a
farm-out deal will be forthcoming, the Board
believes that these actions display significant
confidence in the Company’s prospects and its
future.

In concluding, the Board would like to express
their great appreciation for our staff, both tech-
nical and non-technical, who have worked with
enthusiasm and diligence through what contin-
ves to be an uncertain time for the Company.
There is no doubt that, without their efforts, the
Company would not have been able to make
the progress that it has over the last year. The
Board would like to express a special thanks
to Ridvan Karpuz who was Petro Matad’s Ex-
ploration Director from August 2012 through
December 2013. It is Ridvan’s technical ca-
pability combined with his unbounded energy,
enthusiasm and leadership that has enabled
Petro Matad to put together the detailed and
comprehensive exploration understanding that
has impressed potential farmin partners.  We
are fortunate that Ridvan continues to be as-
sociated with the Company as a Non-Executive
Director.

Board of Directors
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2013 on [lletpo Matan KOMMAHMIH  XyBbA
copunTbiH Xxmn 6omx eHrepnee . bug eHrepcen
OHbl XUIUIH TOMNAHA TARNArHoX GaicaHunaH
2013 OHbl 3XHMI XArac XWAMUr TOMOOXOH
xepeHre 6ocrox 60onoH bapM-ayThiH QXML
3apuyyncaH 6on XuamiH x08p ACaXb Xaract
KomnaHuitH rps3T Tanbais TEXHUKUIAH YHIAr3
XMIAX3L, OHXAAPNAA XAHAYYNCGH QXMANanaa.

EpeHxuiinee xunuiH emHex xepeHre 6oCrox
QXM TOLOPXOW XIMXKIIHL, AMXMATTAN SBArAAX,
X[, X3O3H CAHXYYXWNTBIH COHAMBIT XYN33H ABCAH
4 3Ar3P CAHAN Hb LAAL YA aXManaraarad
OYpP3H  ABYYNOXOL — XQHFQATTAM  X3IMX33HL
OaMraaryMrssc  ragHa AP COHAMbIH - YP
oyHa Metpo Matag komnaHM Hb uaawmg yin
CXXMNNAraaraa siByynaH, XOPeHre opyynaryfbiH
COHMPXJTbII TATOXbIH TYNL X3TUMAH TONOB CAWTAM
Tanbann epemaexen 063M13H LOOHOr BAMNXryit
OaMraan ron  xepeHre Opyynaryug CaHad
30BHWMX  6airaar OMATOX  M3AC3H  Hb QY
xon6oraon Gyxui 3yin BONCOH IOM.

Tuiimasc 2013 oHA  TABbCOH  30PUATYYAbIH
MQQHb H3T Hb 3HIXYY Hexuen GaianLr eepuneH
opempexen 6313H X34 X303H X3TUIH Tenes
Oyxuit rO3pyyabir raprox ssgan GancaH oM.
Metpo Matag xomnanu He 60,000 kunometp
KBOAPAT TANGOMA TyCrai 3eBLISSPIUIH Aaryy
QXKMANAX 3PXT3M BONOBY TYCrai 36BLISOSPIUIH
axHui  xunyya  Oyloy 2012 owweir - gyycran
XauryynsiH- axknbir 3eexeH Matag XX tan6aiH
Har BynaHn TeenepyynsH xuibk  6arcaH 6a
MIHXYY  XS3raQpAaroMan  XypPadHA  XAWryynbiH
QXIBIT XMIX  TyHURTraCaH33C yyasH borg [V, Oxru

V tan6aiH uxsHx xacar meH Maran XX tan6aiH
©OMHO[, XAracT CEMCMWMH CynanradHbl QXIbIH
M3023M1371 MW CWipar BANraa Hb XAPArgax
BaicaH.

Bua 2013 onn  epemmex  Gonoxyiy
XaTWiH  TenesTi Tanbair  6aTanraaxyynax
HOPUMBYMICOH YUHPXUANIUIAH XIMKUATUAT XMIAXK
Bonoxyiu Tanbair cynamk 6aixan perMoHanb
YAYPXMAMIMIAH CYLAONraa ayTArAANTaMraac 6omx
3H3 OYC HYTraaC 36BXOH LUEOH TOOHbI Tanbamr
COHrox HONOMXKTOM 1OM AT oinrocoH. borg
IV TonbaiH 36BX6H H3M 11 CENCMMMH  Lyram
[33P XAPArgax OGANCaH H3MH X3TUIH TENeBTIV
TanGAiH  O33rYYP  HIMBAT  YMUMPXMATIMIH
XOMXKMAT  XMAX TOOLONCOH 3PCHINTIA  QSIXMbIT
xuicaH. borg IV tanbain GuaHui xuincaH 65 km
YPT LWKMHD YUUUPXUUTITUAH XIMXKMITIIP CYHOSbIH
AAryy XeAenreeH XMCIH ron XarapmsiH JOOLWOOo
CYYCOH X3C3r 433p NypPBAH TANAACAA penbeduitH
Hanyyraap xaaracad, 60-100 cas 6Gappens
onbopnox 60onox TocHr aryynax G0NOMXTOV
xypaaryyp 6airaar TOrroOCoH.  YYHI3C XMXKur
BOMOBY  YNUMPXMIIIIMIAH  3YCINT  433P  WIyy
TOL TOHUIOOX, LOPBEH TANAACAd penbeduiiH
HOMYYyraap XadracaH, okponuooroop 6 cas
6appens Toc aryynax 6ONoMKTON pe3epsyapbIr
Xarapnaap 3n63r XaPUMIACIH  DHIXYY X3THIH
TenesTi TaN6AiH JOTOP 3yparmax 60oox oM.
Ownirn V tan6aiit foTop 61L TOMOOXOH XArapribiH
AAryy aTMpaaXcaH QHTUKIIMHAN TYAPUAT ypbl
OMHE TYMUITIICOH  YMUUPXMANSAMIH  3YCINTYYA,
033D TOTTOOYUXCOH BANCaH oM. DHaxyy Oy
Hb BUAHWI aHXaapnbiH Tesg 6ais. XapamcanTta
Hb DHIXYY OYTUMIAH O33TYYP LUMHIZP XIMXKCIH

155 KM ypT YHUUPXMIANINUIAH Cynanraaraap 3H3
BacceiiHbl foTop xaanT bakraaHs 6atnaraaaryi.
[9X@33 3H3 CYRQNrAQ Hb QHTUKNMHANL TYARP
BGACCEMHbl  30XbIT  MATMX  3YYH XOMA  3QXblH
XArapan pyy LadLl ypramknsH ercceep bairaar
XAPYYNCaH. DHaxyy BacceiHbl 3axag xaanT Gui.
[3BY 3H3XYY XOQAT Hb XQAPbLUAHTYH TYEX3H TYHA
Bairaa yuuMp XapbUAHTYH ©HOep 3PCo3nuir
yycrax 6airaa om.

384 3H3xyYy 2013 OHA XMIHTACIH YUUUPXMANINMIAH
cynanraaraap Owru V tanbaiH psa 6accemHs
XAMIUIAH TYH X3C3IT XArapnaap Xa3raapiaricaH
2 Xypoaryypyymeir  LWWH33P  TOMTOOCOH.
DOr33pUIAH HIT Hb XO3QWMCAH XArapibiH 6aoKos
yyceaH Bereep yyHMHIr 3pracsH (6ara eHureep)
SHIMIH XArapan XamssH TancaH 6onHo.

Xo8p [axe Hb XOTPYYy XAraprbiH [Aryy 433w
epreraceH  OnokbiH  [OTOP  YYCCH  XaanT
IOM. Dar3sp X3TUHH TenesTsi Tan6AanHyyabIH
XQQNTyyL Hb COMH TOLOPXOMMOTACOH. Men
343D X3TUIH TONOBT3N XyPAAryypyya Hb OP4MH
YEUIH PUPTUIAH YEUIH TOC YYyCrax ranm 3yyxbiH
notop 6anpnax yunp 6ma TOCHb Hyyasn GonoH
TOC YYC3X UQAr XyrauadHbl XyBbL XOPbLAHTYF
Bara 3pcaznTait X Y33k 6arraa 6onHo.

Xomuitrssp 3H> X08p X3TUNH Tenes CaWTaM
XyPOaryypyya Hb XQPbLAHIYM XA3raapiaraman
Byloy 22-24 cas 6appens onbopnox 6Honox
X3MKI3HMI TOCHIr aryynax 6G0foBY 3Ar33p Hb
3Haxyy TerperviH a3a 6acceiHbl NOTeHUMAnbIr
PE3EPBYAPbIH  YAHOP, YYCP3rY  YymnyyaruiiH
NOTEHUMANb TANAAC Hb WAAFAXK Y33X3 XAMIMAH

ToxupomxTon 6aipnan assp bapnax 6aiHa.
Motron opHbel bapyyH-Tes xacart  ceicmuiiH
CYAQNTAQHbI QXXMM XA3rAQPAArOMONT  XIMXKIIHL,
xmitracaH  6a XaMryynsiH - LOOHOr  Gaiaarryi.
Tuimaac 3Ar33p epemaex HONOMXKTOM
USTYYA Hb MHHXyy Gara cyanaracad tanbaimg
TOLOPXOMNCOH  QHXHbl  Udryya Gereeg  3H3
OYC  HYTTURH  HYYPCYCTOPOMYMAH  MP33ayHH
BONOMXMIH TANOOP M3423M137 ©rexX OHLroi
ay xon6ornon Oyxui SpPMMIAH  LSMYYA TATUAT
OHLJIOH X3M13X Hb 3YiMT3M 60NOB Yy.

DArBP X3TUIMH TONBUIH TANAAPXM LIMMIPIHIYH
M3OI3MMIAT  KOMMOHWIH  UOXUM  XYYAQCHBI
Xeperre Opyynarymiti Xacrssc xapHa yy.

Hamant ceicMmuitH Cynanraa Hb CEMCMMMH Har
LUYraMm 93P CYYPMUIICOH X3TUIH TONBUMIT ©PpOMAOX
OONOMXKTON  X3TWMH TONeB CAUTAN  X3M33H
Batamk erceH Hb KomnaHuitH HUAT Tanbaia
YYHT3M QAWM ONOH X3TWHH Tenes Byxuit rasap
Bairaa X UTMA HAMABAPLIT BUOSHA ©rceH.
[3CaH 4 BUaHWIA P33T Tanbaki X3T TOM y4paac
XQHTONTTOM X3MXKIDHMM CEMCMMIMH Cyaanrad XMMx
Hb MALL BeHASP epTertsi 6omx HaiHa. Tuitmsc
Oun eepUNH P33T TaNBAir TEXHUKMIAH eHAeP
TYBLUMHL, XYPrax eep GONOMXUT xyBunbapyyasir
Cymamk B6anHa. DAraspuitH Har Hb AbpPKK X MaT
3X raspbiH pudTUIMH BaccerHyynan amxmunTTani
X3P30KYYK By eHaep  HApMIHBYIANTAK
XYHOMAH xyd 6ONOH COPOH3OH OPHbI AraapPbIH
reodusukuitn cynanraa (FTG) om.

Harrracan FTG  6Gonon  eHgep  HAarTwmnTtain
QraOpbiH - COPOH3OH  OPHBI  CYAQArda  Hb

PETRO MATAD LIMITED
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TY3-WAH rULLYYAOUAH M3A3raan

(HRAM) rapaproii poopn  masxapreid 6yTaU,
Cyypb  4ynyynuiH - 6yTal  GONOH  08OOTMiH
B6AMANAaP CEMCMUIH QXM XMMIA33rYH 3CBaN
6ara xamx33Hg xuiracaH borg IV,Oxrn V 6onox
Marag XX tan6aitgsin cyanarnaaryi xacar msx
XYPACbIH 3y3QQHbIT XAPYYNCAH TFA3pbliH 3yPrumr
ypboumncan 6anManaap  raprax  30pUAroTOM.
DH> Hb AraQpbIH CYAAArAQ y4paac ynamxianT
CEMCMUIH CyAanraaHaac Mnyy TOM XIMXI3HMM
raspeir 6ara 30pAnaApP xampax BGONOMXKTOMN.
FTG cynonraausl yp AyHr XOXUM Hb CEHCMMMH
CyLONraa xs3raapnargman XamxXadHL, XUMATOCIH
raspyyaas 6yTUMAH TaRnan xuixa 60N0H X3TUMH
TONBUAT TOQOPXOMNOXOA CEACMMMH M3IA33MNUAT
xaaHaac asban XaMrUiH TOXMPOMXKTON Tanaap
TOLOPXOMIOXOA ALMIAX GONOMXKTOMN.

TexHUKMIAH  3Ar3p  QXKNyyAbiH  33p3russ  6ua
P33T TanGaMa, XAUryynbiH YA CKUANAraaHsl
WKMHY  Ye  WAaTbir  CAHXYYXYYndx  Gapm-uH
xamTpary  xarcaapa 6aiHa. Mownron  ynchiH
reofIOrMiH ra3ap 3ymH TANAAp MXIHX KOMNAHWYL,
XA3rQQPNAraMan M3AN3ITH GANraaruitH ynmaac
3H3 Hb MX33X3H XYYMH HYOAPMOWNT WAAPACAH
axun  6omk  6anHa.  30pUMM  KOMNAHWYL
QHXOHAAA HUNAT TanBaiH Xamxs3 GOMOH 3HIXYY
TanbanH 6onomxyya GOMOH XAUTyysbiH QXML
XQHAOX BYM XAHANArA Hb 3H3 TOM X3MX33HMI
Tanban 6ONoH TyYHMI BONOMXKYYLEIr X3PX3H
UnspPxunx 6arraa Tanaap oMAronTryin 6ancaH.
Kuwzsnbsn, Metpo Matapen rpsst 60,000
kM2 TanbanH xypasHL 6yH puUdTMH BaccemH
Hb Tynnos Onn komnanuinn Kenuitn pudtuiin
BacceiHbl  aaryyx HWAT P33T TanbanTait
XQPbLYYNAxyML, XaMx33T3% 6aiHa.

TyyHunsH XepeHre opyynant xwuix 6Honomx
Oyxuit  xamTparums MoHron yncelH xepeHre
opyynantsiH - opunH  6onoH  [a3pbiH - TOCHBI
TYXOM XYYIMHH LUMH3YASH HOMPYYArbiH TQnaap
C3Tr3N 30BHMX  Byiraa mnspxuincaH. [anxmit
HAUTUIAH  XSMX33HA, 3OMMH  3QCTMMH  Hexuen
6aMnan He XaMryyn onbopnonTbiH KOMNAHUY LI
CYANAroaary  XaCarm>  XAWTYYRblH QXN
FYMLSTIOX33C MIYYTIM X3auMiH unpyynssg bairaa
Heeuee onbopnox, 60onoBCPYyNax — axmng
XOPOHre  OpyynanTaa  TeBMNEPYYN3X  3CB3M
rYAUSTRN  Myy  Gyxui  TanGaiHyyasir  3apax
COHIrONTYyA A33p ABAQYMX OaiHA.

bun 3esxeH eepcamitH rp33T rypeaH Tan6aiH
Tanaap 6yTumiH GONOH AABXAPra3yHH XyBbA

O  M3AC3H 3Yirdd 36BXOH TAHMALYYNOX Hb
XQHFQATIYM PArMIAr oMnrocoH. XapuH 6ua 6yc
HYTTVMIH XyBba MOHron ynceiH HyypcTeperduiH
HeoL, GONOMX, KM TECOOTSH BANMIbIH XyBbj
XatambiH  xunuiiH garyy Toc onbopnox  Oyit
COB rA3PYYATAM QAMATIAH XAPYYNAX X3P3rToM.
AnaHrysa  KOMAQHWYABIH - 3Yr3C  A3AMP3HIYHM
pesepeayp 6OMOH 3X UynyyarMidH  M3A33M37
fbonon  epemaex  HOMNOMXTON  TOAOPXON
raspyyabH  Tanaap  G6ApuMMTHIr  WAapaax
6ancaH.

Tuitm u yupaac borg IV, Ourn V' Tanbaiin
X3TUMH TONOBT3M rA3PYYAAL XMICIH A3NTP3HIYM
CENCMUMH CYRANTAAHbl 33P3rU33 Pe3epBaypbIH
BOMOH 3X YyNYYNTMiH YAHAPBIT LWMHXIDX YYAH33C
qynyynruid - gesx  uyrnyynaxaap 2013 oHel
CYYMI33p X33PUMH OXIbII 30XMOH  Bakryynca.
(Metpo Matag  KOMNQHMIAH  3yr33C  30XMOH
BaitryyncaH sH> TepnuiH 3 aaxs axun)

TyyHsac  rogHa  6ua 34r33D M3A3SIUIMIAH
TaHMALyynax —apra  6apunaa eepumMnCeH.
2014 onel 3-p capn Jlowgon xoton 6Goncow
ATMEKC sesnereenuin yesp 6up sesxer etpo
Mataa komnawuin rp33T TanbaiH  Tanaap
TAHWALYYNOQL 30rConry HUAT MOHTon yncbiH
XIMKIDH 13X HYYPCTOPOrumitH Heew 6OnoMKMitH
TANAAP TOHWALYYNCAH. DH3 Hb 4 OuAHA VP
alIraa ereH X34 x3gdH WuH komnanuyg [etpo
MaTan  koMnaHUAH  M3O3M3ATIM TAHMALAX
XycanT» rapracaH. MeH 3H3 Hb emHe Hb
COHMPXOX  BaWMCaH X34  X3A3H  KOMMAHWA
TEXHUKMUMH XyBb[, COHMPXOX COHUPXMbII AAXMH
TOPYYNCIH.

TexHuKkMiH  TaHunuyynraac — ragHa  6up
komnanuynan — Mowron  ynceiH  xepewre
OpYynanTbIH OpUMH HOXLYTUIH Tanaap
6aTaNraCKyynaH xa3x WAAPANAraTan Tynrap
6arican. 2013ona 6atnaracan [10-p cap/11-p
cap] XepeHre opyynanThiH TyxaW Xyyfb Hb
©MH®© Hb FafaCabiH XOPOHre OPYYNanTbiH TyXaK
XYYAMap  XA3raQpracaH  Xs3raapnanTyymsir
xaccaHaap 6umsHa Tyc pexem 6oncoH. Mew
TYYHUN3H [a3pbiH TOCHBI TyXaM XyynuiH Tecen
Hb XQMMYYNbiH 3XHUIA 5 xmnuin xyrauaar 8 xmn
GONroH CyHrax TONAAp 30anT OPYYNCaH Hb
MoHron yncelH 3acruiiH raspbiH 3yr3sc Xamxa3,
6onomx, 6yC HYTrMiH CEMCMMIH  CyAQNraQHsl
aytargantai  6arpan  GONOH  XQMryynbiH
QXXMM 30pUYyyIX  Byi XyYuH 4aPMOMNTHIF Lar

XyrauaaHbl XyBbL, WYY YpPT Xyrauadr OJfroH
XYN33H 36BLlespy 6anraarsiH MNP31  XSM33H
OHUJTOH TOMI3MM3X BonomxTon 6ancaH.

Xonuirssp xyynuitH Tecen 6ypsH ayyccaH u
ra3pbiH TOCHBI TyXai xyynb Ynceit Mx Xypnaap
6atnarpaaryit  6aitHa.  KomnanuyasiH - 3yraac
MowHron yncan xepeHre  opyynanT - Xuix
LWIMIAABIP3S rAPraxbiH Tyna [a3pbiH TOCHbI TyXai
XyyauiiH  Gatnaraax  GaMgnbir H3H  TIPryYHMI
ypboay Hexuen 6onroH y3sx 6onHo rars3
OUASHA TOLOPXON UMBPXMINCIH.

MeTpoMaTan KOMNAHWA XyBbLAAI3IMLLKMIY TPy
6onoH MeTtposuc Mataa KOMAGHWIAH TYHLYYA
Hb 2013 oHbl 6-p capa 5 cas am.ponnapbiH
XOPOHTO OPYYNANT HIMX XMAH OUOHUAT LOIMXKCIH
SIBAON Hb OMOHWI XyBbA O3 3CGBLIACHTON X331
BancaH. DHaxyy WuHd caHxyyxunt Hb 2013
OHL CeNCMWIH OONOH reoNoMMiH  XI3PUMH
QXIBIT XWX MEH  bapM-ayThiH - aXnaa  3puy
XYYTIMM3P  LOALW  YPIaMXIyynsx  6onomxuir
Komnanumg onrocoH. Xagmitrasp  xaa  X343H
KOMMOHWYL, ©6PCAMIH COHUPXIOO UIIPXMINCIH
BOMN0OBY OHOOT XYPTaN X3U3NL XYP33ryi 6aiHa.
Komnaruitt TY3 Hb dapm-ayTbiH X30L3M XMIAX34
TOLOPXOM X3IMXIIHMM Xyrauaa LAapanaraTamr
Xyn33H oinrox  6airaa.

YyHTa1 xon6orayynar etpo Martan KomMnaHuiH
3oxupnyys  MEHreH  XepeHTMHH  Heeuee
XAMraanax, XauryynbiH - YA QOKMANAraaHg
30PLYYIOX XOPEeHree HIMIMAYYMdX YYAHIIC X34
X303H CPra X3MXI3r CBOXAAP  LUMMABIPIIIL
6anna. Tyxainban [yiustrax Byc 3axvpryya
MP3X 3YpraaH CApbiH  XyrauaaHi eepCamiH
LUQAMHT  MeHTeH  xan63p33paBaXAAC  CAHAS
H3IT/r33p TATran3caH 64 yYHUIA OPOHL HeXuenT
YPAMLLYYMbIF QBOXAAP LWUMAABIPISCIH BOMHO.

Tyyrumsn  Tyiustrax  3axupnyyn  6onow
TOLOPXON QXMATHYYL ©OPUMH XYCI23P HOXLEeNT
YPOMLLYYNIbIH - xeTenbepT  xamparaaxaap
©OpPCOMMH  LQNUHIUMMH  X3CTMMr  XyBbLOAraap
QABOX COHrONTHIF XMACIH. MeH TyyHunaH Esponbin
Csprasn bocront Xerxnuin bankHbl Teneenery
saxupan Mapu Snnnn Konnmne 6onon ECBXB-
HO HOXUSNT YPAMLYYNan onroraooryi 6onosuy
TOP33P ©6pPHItH UANUHT ABAXAAC TATFAN3CaH
60mHO.

Hexuent ypamwyynan Hb KOMMAHWMH OROO

X3P30KMX Oyl yPT XyrauaaHbl YHIT LAACHSI
TONeBNEOreeoHUN  Aaryy  OnroracoH  GorHo.
Hexuent ypamwyynneir 2014 owsr 10-p
capbiH  1-uuit  eppeec onrox 6Gereen  Har
xunuinH xyrauaadg [etpo Martan komnaxuitH
H3r xyBbUOaQ Tyc Oypuir 1 am.pgonnapaap
x3p3PKkyydx  3pxmai.  Humtass 5,229,255
HEXLONT YPAMLLYYNLIF onrocoH 6ereen yyHsacC
3,675,536 WuMpXar Hb KOMMAHWIH 30XMPIYYLOL
OJIFOCOH HEXLONT YpaMLLyynan GosHo.

Komnanuitn ron 6ar 6ypangsxyyH TEeXHUKMIH
CYLONrad  LUMHXWMAMIT  I3MXWMH  QXKMINAX,
30CMMiH  rasapTai  xapungaa  xon6ooroo
XOAranax, KOMMOHWMH  CAHXYYTMIH 60noH
30XMPTaaHbl  YOMPANATbIH - YN axkunnaraar
X3BMIH YPIRMXIYYNaxan ron Heew, 6ononuoor
3opuynax yyaHssc [letpo Martan komnaHuiH
TY3 Hb KOMNQHMIAH YHN QXunnaraaHsl Gytusg
X304, X3[3H BYTUMIAH ©OPUNSNTUAT XMIACIH.

Xoouirasp  GapM-ayTbiH  X3M3MILUI3PUAT  OMPbIH
ups3ayin xuix 6atanraa 6anxryi 4 3Arsp
apra xamx33Hyya Hb KoMNaHWitH x3TuitH Tenes
6onoH wp33ayina angeap Gairaar  xapyynx
6aitraa st TY3 utrax 6aiiHa.

Susct Hb TeneeneHw Yauppax 3esnenuiiH
3Yr33C KOMMAHMMH MP33aYH TOLOPXOMIyM Lar
MOUYYAdL 3P4 XYYTINrIIP, TYYLTANR QXKMANAX
B6ANCaH  TEXHUKMIH BONOH  TEXHMKUIH  Byc
HANT  QXMIYAOAOQ YMH  CITIMMH  Tanapxan
MIBPXMINM3p  6aiHa.  ©OHrepceH  XUnuitH
XYraUQaHL, T3AHMM  XYYMH  HAPMOMATIYMr3pP
3H3 QXML O3BLUNMAT raprax vagaxryi Gavcaw
Hb 3pran3aaryit.  TyyHunsH  TY3-mitH  3yraac
2012 oHb 8-p capaac 2013 onw 12-p
Cap  XYPT3N XAWryymblH X3ATCMAH  3AXMPIIbIH
anban Tywaann oxunnox  6ancan Pupsan
Kapnysan MeH Tanapxnaa  Mnapxuitnmasp
6anHa. TyyHUI TexHWKMIH Yageap GOMOH 3pu
xy4, maHnainan He [etpo Matan komnanuir
DapM-MH  XOMTPArYIMAH  CITIINL,  HUHALCIH
XQMUIyYynbiH  [3MP3HIYM, TOLOPXOM OMArONTOR
xypax 6onomxuir 6uit Gonrox erceH. Pugsan
rynusTrax 6yc saxupneid xyeuap Netpo Marag
KOMNOHUTAM XaMTPaH axunnacaap 6arraag
6un 6asprai 6anHa.

TY3-uitH ruwyyn




HEALTH, SAFETY AND
—NVIRONMENT

Petro Matad has a proven-track record of
HSE excellence. During 2013, the company
undertook and completed its 2013 explora-
tion seismic acquisition and fieldwork pro-
gram in remote and logistically dermanding
locations without incident, thereby extending
its record of HSE excellence.
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HEALTHY, SAFETY AND ENVIRONMENT

Petro Matad operates in logistically demanding
remote locations where stringent application of
international Health, Safety and Environmental
(“HSE”) principles are of utmost importance to
ensure Petro Matad staff and contractors return
home safely and do no harm to the environ-
ment.

Petro Matad has developed and implemented
an effective Health, Safety and Environment
Management System (“HSE Management Sys-
tem”) which complies with international stan-
dards. It is constantly monitored to ensure
upgrading and improvement is implemented in
line with company activities. Based on “lessons
learned” from previous operations and every-
day life experiences, the HSE Management Sys-
tem is interrogated and improved through the
active involvement of all employees, which in
turn has significantly improved the HSE aware-
ness of all employees.

Healthy and Safety Policy

Petro Matad’s vision and commitment to safety,
and ensuring an incident and injury free work-
place for its employees are cornerstones of its
Health and Safety Policy and Health and Safety
Plan. The main objectives of both the Policy
and Plan are listed below.

The Company’s Health and Safety Policy aims

to:

*  Achieve an accident free workplace

¢ Instill health and safety as an integral part
of the job description of every managerial
and supervisory position

*  Ensure health and safety is considered in
all planning and work activities

* Involve employees in the decision-making
process through regular communication,
consultation and training

«  Provide a continuous program of educa-
tion and learning to ensure that employees
work in the safest possible manner

« Identity, manage and control all potential
hazards in the workplace through hazard
identification and risk analysis

*  Ensure the potential for accidents and inci-
dents are reduced and prevented through
proper advance planning and what-if anal-
ysis.

«  Provide effective injury management

¢ Comply with relevant occupational health
and safety laws, regulations, guidelines
and project requirements specified by gov-
ernment regulators

The Company’s Health and Safety Plan aims
fo:

¢ Continual improvement and enhancement
of a safety culture

e Ensure zero fatalities

¢ Reduce the number of total recordable in-
juries

Petro Matad achieved a remarkable safety
milestone during the previous seismic acquisi-
tion and drilling operations programs in 2011:
665,336 man-hours recorded without a lost-
time injury by Petro Matad’s staff, contractors,
sub-contractors, and consultants. This high lev-
el of HSE performance continued throughout
2013 while undertaking exploration fieldwork
activities in remote locations in Blocks IV, V and
XX including a seismic acquisition program in
Blocks IV and V. For 2013, total man-hours
without a lost-time injury stand at 47,980.

The Company is also committed to ensuring
that the high standards and best practices of
the HSE Management System are adhered to
by its contractors and sub-contractors. Petro
Matad’s HSE team conducts high level HSE
Management System audits on its earthworks,
seismic and drilling contractors, covering all as-
pects of their activities. The purpose of these
audits is to:

* Increase and improve contractor employee
HSE awareness and instil these practices
as part of their everyday life.

«  Evaluate field, seismic and drilling opera-
tions in terms of HSE standards and pro-
cedures

¢ Review contractors HSE system and their
practicality

«  Evaluate the effectiveness of the implemen-
tation of the HSE Plan when compared
and integrated with the Petro Matad HSE
Management System

Commitment to Environment

Petro Matad is committed to conserving and
protecting the environment in all areas where it
operates. The Company achieves this through:

*  Adhering to state-approved environmental
impact assessment plans and all Mongo-
lian environmental legislation

*  Ensuring adequate awareness training is
conducted for Petro Matad staff, contrac-
tors and local communities in areas of op-
erations

* Adherence to standard international envi-
ronmental protection practices, such as the
guidelines published by the World Bank

»  The development of, and adherence to, an
Environmental Management System

+  Constant and consistent research into new
environmental protection practices

*  Ensuring all preventive, mitigation and res-
toration measures are strictly adhered to
by all Petro Matad staff and contractors

The Environmental Policy adopted by Petro
Matad underlines management’s commitment
to the protection of the environment. This is
achieved by the adoption of sound practices
such as preventing or minimising disturbances
or negative impact on the environment through
improved waste management, controlled use
of water resources and fuels, spill preven-
tion practices and environmental awareness
training for its employees. Petro Matad has
successfully restored and reclaimed all of its

drill sites and did not require the services of
external service companies or chemicals for
the reclamation. The reclaimed drill sites and
other restoration activities have been inspected
and accepted by the appointed Governmen-
tal environmental inspectors and Authorities.
The Company also enhanced the fire breaks
around the Block XX camp and active well sites.
The Environmental Monitoring Programme was
successfully completed, and Annual Environ-
mental Reports were submitted to the relevant
Governmental Authorities.

Air Quality

Petro Matad is committed to studying emis-
sions caused by the consumption of fuel. This
analysis is aimed at comparing the emission
factors with emission parameters in line with
local and international regulatory standards in
order to identify reliable and accurate emis-
sion coefficients to be used for future emission
estimations.

Maintaining Biodiversity

Petro Matad also aims to maintain and con-
serve biodiversity across all areas of the Com-
pany’s operations through collaboration with
its subcontractors and local authorities, and by
ensuring that disturbances to flora and fauna
are prevented or minimised, especially in criti-
cal habitat areas.
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At Petro Matad, we believe that operating
openly and transparently in the community is
integral to developing and maintaining positive
relationships. Through meaningful engagement
with communities, we identify opportunities to
make contributions that are beneficial to all
stakeholders. Company representatives meet
frequently with the local authorities and strive
to educate the community on oil exploration,
as well as our planned activities and the pos-
sible impact on their community. Our social
development policies are focused on the qual-
ity and comfort of local community life through
the support of local development plans, rather
than through providing temporary reliefs.

Petro Matad receives requests for assistance
towards projects and developments through
the Community Reference Groups, or through
local assistance request forms. Submissions are
carefully considered and projects that are con-
sistent with our Social Action Plan (“SAP”) are
selected for implementation. Petro Matad will
continue to evaluate community needs with a

view to supporting projects aimed at reduc-
ing poverty, as well as improving education,
health awareness and the protection of the
environment.

Through its Production Sharing Contracts
(“PSCs”) on Blocks IV and V, Petro Matad is
continuing with its scholarship program for stu-
dents studying Geology and Petroleum Engi-
neering at the National University of Mongolia
and the Mongolian Science and Technology
University. To date, we have awarded a total
of approximately MNT161,939,100 (equivalent
to approximately USD120,000) to 280 students.

The Mongolian Government’s Petroleum Au-
thority of Mongolia (“PAM”) is the other Con-
tracting party to our PSCs, and Petro Matad
is committed to assisting the Government in
providing professional training to PAM’s of-
ficials and employees. Under this scholarship
scheme, the company has provided full schol-
arships to two PAM employees to obtain their
Master’s degree at an overseas University. We

are pleased to assist the Government in their
capacity building and are confident that the
educational development will be beneficial for
the development of the Mongolian Petroleum
Sector.

We are also committed to providing employ-
ment and career development opportunities
to citizens of local communities where we
operate. Besides offering part time positions
to locals at our camp on Block XX, we have
offered internships in our Ulaanbaatar office
to university students studying in various fields.
The internship positions are offered to students
who are originally from the Aimags in which
Petro Matad operates. To date, we have
offered internship positions to 25 students in
our Accounting, Community Relations, Drilling
and Environmental departments and onsite on
Block XX. The inferns successfully completed
their internships and some students have subse-
quently been offered full time employment with
our Group companies.
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Corporate Governance at Petro Matad
Limited

The Board is aware of the importance of good
corporate governance and operates so that
the Company is in compliance with the QCA
Corporate Governance Guidelines for AIM
Companies (“QCA Code”), to the extent con-
sidered applicable.

A Corporate Governance, Social Action and
Environmental (“CGSAE”) Committee  was
formed in 2010. The Committee is charged,
amongst other things, with overseeing and re-
viewing compliance and corporate governance
issues.

“Petro Matad seeks to embrace the highest
standards of Corporate Governance, con-
scious that how a company achieves its objec-
fives is as important as the results themselves.
It is pleasing to see how well our new procure-
ment policy, committee structure and HSE and
environmental audit plan worked in the bid-
ding, award and execution of the 2013 seismic
survey.” — Chairman, George Watkins

Board of Directors and Composition

The Board is comprised of the following mem-
bers at the date of this report:

*  George Watkins, Non-Executive Chairman
(Independent)

* Opyungerel Janchiv, Non-Executive Deputy
Chair (Petrovis appointee)

*  Mary Ellen Collins, Non-Executive Director
(EBRD appointee)

*  Enkhmoa Davaanyam, Non-Executive
Director (Petrovis appointee)

*  Philip Vingoe, Non-Executive Director
(Independent)

*  David Skeels, Non-executive Director
(Independent)

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

e John Henriksen, Executive Director
(Chief Financial Officer)

*  Ridvan Karpuz, Non-Executive Director

Brief biographies of the Directors are set out
on pages 3 to 9. Directors are re-elected at

the Annual General Meetings on a rotational
basis as per the Company’s Articles of Associa-
tions.

Whilst the 3 Independent Non-Executive Direc-
tors have been granted Options and Condi-
tional Share Awards to acquire shares in the
Company, the amount of Options and Condi-
tional Share Awards granted are not significant
so as to affect their independence. In the opin-
ion of the Board, this aligns their objectives with
those of shareholders and the Board considers
that the 3 Independent Non-Executive Direc-
tors can be classified as being independent.
Dr. George Watkins was also appointed as
an Independent Chairman in September 2012.
Since his appointment, the new Chairman has
been appropriately involved in the running of
the operations and has contributed significantly
to the running of effective and efficient Board
meetings and operations. With his experience,
skill sets, and independence, the Company is
confident of his leadership in fostering a more
effective corporate governance regime.

Ridvan Karpuz retired from his executive role
at the end of 2013 however we are fortunate
and appreciative that he continues to be asso-
ciated with the Company as a Nion-executive
Director.

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

effectiveness in an informal way.

Board Processes

There is a clear division of responsibilities at
Petro Matad through the separation of the po-
sitions of the Chairs of the Board and the Ex-
ecutive Directors.

Dr George Watkins together with Dr. J. Oyun-
gerel ensure the efficient and effective function-
ing of the Board and, together with the Board
as a whole, are responsible to the sharehold-
ers for the proper management, development,
leadership and protection of the Company’s
assefs. The roles of the Board and its Com-

mittees include, but are not limited to, the es-
tablishment, review and monitoring of business
and strategic plans, overseeing the Company’s
systems of internal control, governance and
policies and protecting the shareholders” inter-
ests.

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

The Company, through its various communica-
tions with the public (website, news releases,
annual reports, interviews, and presentations),
also aims to communicate its goals, strategy
and activities in a transparent and efficient
manner.

The Board and its Committees meet quarter-
ly and as and when issues arise that require
the Board’s attention. During 2013, all Board
meetings were attended by majority of the
Board members in office at the time. The Board
also aims to meet and visit the Company’s em-
ployees and operating sites periodically so as
to adequately oversee and remain acquainted
with the Company’s operations. The Board
and its Committees are provided with detailed
Board papers in advance of each Board meet-
ing and receive regular management and fi-
nancial reports.

Board Committees

The Board has established an Audit Commit-
tee, a Remuneration Committee, a Corporate
Governance Social Action and Environmen-
tal (“CGSAE") Committee and a Nomination
Committee, each with formally delegated
rules and responsibilities. Each of the Com-
mittees contains 2 independent Non-Executive
Directors, in accordance with the QCA Guide-
lines, and meets regularly and at least 3 times
a year. Management executives and other in-
dividuals are invited to attend all or part of the
Committee meetings as and when appropriate.

Audit Committee

The members of the Audit Committee in 2013
and up to the date of this report are as follows:

Chair
Enkhmaa Davaanyam

Members
Philip Arthur Vingoe
George Edward Watkins

The Audit Committee met 4 times in 2013 and
met with the Group’s auditors, Deloitte Touche
Tohmatsu in one of the meetings. The Audit
Committee meetings are 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 perfor-
mance of the Group is properly reported and

Attendance at Board and Committee Meetings in 2013:

Scheduled Ad hoc

Board Board

Meetings Meetings
Oyungerel Janchiv 3/4 0/1
Mary Ellen Collins 4/4 0/1
Enkhmaa Davaanyam 4/4 1/1
George Edward Watkins 4/4 0/1
Philip Arthur Vingoe 4/4 0/1
David Daniel Skeels 4/4 0/1
Amarzul Tuul 4/4 0/1
John Rene Henriksen 4/4 1/1
Mehmed Ridvan Karpuz 4/4 1/1
Total No. of Meetings 4 1

Audit Remuneration CGSAE Nomination
Committee Committee Committee Committee
Meetings Meetings Meetings Meetings

_ 2/3 _ _

- - 3/3 3/3

4/4 - - 3/3

3/4 - 3/3 -

4/4 3/3 - 3/3

- 3/3 3/3 3/3

_ _ 3/3 _

4/4 3/3 3/3 -

_ _ 1/3 _

4 3 3 3
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monitored. The Audit Committee is responsi-
ble, 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 mainte-
nance of objectivity and value for money;

(b) discussions with the auditors before the au-
dit 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 an-
nouncements relating to the Company’s finan-
cial performance, reviewing significant financial
reporting judgments contained in them, includ-
ing reviewing the half-yearly and annual finan-
cial statements before submission to the Board;
(d) reviewing the Company’s internal control
systems; and

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

The Audit Committee meetings minutes are cir-
culated to the Board and the Committee re-
ports its findings to the Board and identifies
any matters in respect of which it considers that
action or improvement is needed.

“During 2013 the Audit Committee continued their
policy of regularly reviewing the internal control en-
vironment, including a review of budgets and fore-
casts and variances to them. The committee is sat-
isfied that the internal control environment remains
strong and that the implementation in 2012 of the
new procurement policy, updated delegations of
authority procedure and management reporting sys-
tem, were all operating as designed. Additionally,
in accordance with directives issued by the Board
of Directors, the committee reviewed the implemen-
tation of processes designed to realize operational
efficiencies. The committee is satisfied that the imple-
mentation was properly carried out and expects it
will result in significant cost savings in both the near
and longer term.” - Enkhmaa Davaanyam, Audit
Committee Chair

Remuneration Committee

The members of the Remuneration Committee
in 2013 and up to the date of this report are
as follows:

Chair
Philip Arthur Vingoe

Members
Oyungerel Janchiv
David Daniel Skeels

The Remuneration Committee met 3 times in
2013. The Remuneration Committee evaluates
the scale and structure of remuneration for Ex-
ecutive Directors, reviews the recommendations
for senior management of the Company, and
where appropriate overviews the broad issues
of salary levels for all employees. The Compa-
ny’s remuneration policy is to facilitate the re-
cruitment, retention and motivation of employ-
ees through appropriate remuneration in line
with those prevailing in the market of similar
positions and responsibilities taking into consid-
eration qualifications and skills possessed. The
Committee also makes recommendations to the
Board regarding employee incentives and re-
wards under the share incentive schemes. The
Committee reviews and recommends a frame-
work for the remuneration of the Chairman as
well as the Non-Executive Directors fees. The
full details of the Company’s remuneration pol-
icy and remuneration of Directors are set out
in the Remuneration Report on pages 36 to 43.

“Whilst 2013 was a year of relative stability,
the 2014 has led to significant changes which
have impacted personnel deeply. Throughout
this period, the Remuneration Committee has
strived to maintain the right business balance
for both employees and shareholders. Our
guiding principles have been, and will continue
fo be, to seek both fairness and simplicity in all
matters.” — Philip Vingoe, Remuneration Com-
mittee Chair

Corporate Governance, Social Action
and Environmental (“CGSAE”) Commit-
tee

The members of the CGSAE Committee in
2013 and up to the date of this report are as
follows:

Chair
Mary Ellen Collins

Members
George Edward Watkins
David Daniel Skeels

The CGSAE Committee met 3 times in 2013.
The CGSAE Committee among other things:
regularly reviews the Company’s corporate
governance and system of internal non-finan-
cial controls; assigns responsibilities for health,
safety and environmental (“HSE”) matters and
community liaison; reviews the application of
the Company’s social action policies and en-
vironmental policies and supervises the prepa-
ration of various reports in respect of these
aspects of the Company’s activities.

“The company has adopted the QCA Guide-
lines as its governance standard and is fully
compliant with its required disclosure, which is
regularly reviewed and updated. During the
year, Petro Matad provided reports to EITl, of
which it is a member, and has conducted staff
training in the company’s Anti-bribery Policy.
The company is very proud to report that its
community engagement policy was singled
out for its excellence by the World Bank in
their economic review of Mongolia (November
2013). The World Bank report said “Petro Ma-
tad operates a wide scoped and well-pitched
CSR programme, with simple and effective
donations or investments across all sectors in
society.” Petro Matad is a leader in raising in-
dustry standards in Mongolia with their HSE
and environment policies aimed at minimizing
the negative environmental impact in seismic
data acquisition. In October 2013 Petro Ma-
tad conducted field training in best practice for
seismic acquisition and reclamation of the land
for the contractor and staff, including partici-
pating petroleum authority members. “— Mary
Ellen Collins, CGSAE Committee Chair

Nomination Committee

The members of the Nomination Committee in
2013 and up to the date of this report are as
follows:

Chair
David Daniel Skeels

Members

Mary Ellen Collins
Enkhmaa Davaanyam
Philip Arthur Vingoe

The Nomination Committee met 3 times in
2013. The Nomination Committee views the
structure and composition of the Board and its
committees as well as senior management. The
Committee identifies and nominates possible
candidates for the Board and makes recom-
mendations in terms of succession planning, re-
appointment and re-elections of Directors.

“The Nomination Committee was formed in
2012 and since its formation, the committee
has met a number of times each year to ad-
dress management staffing requirements. The
companies staffing requirements will continue
to be reviewed and appropriate actions will
follow subject to the finalization of near future
operations programs.” — David Skeels, Nomi-
nation Committee Chair
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Shareholder and Investor Relations

The Board remains committed to maintaining
communication with its shareholders. The Com-
pany revamped its website for the purpose
of improving information flow to shareholders
as well as potential investors. All press an-
nouncements and financial statements as well
as extensive operational information 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 communication. Shareholders are
also encouraged to attend the Annual General
Meeting to discuss the progress of the Group.

Risk Management

The Board acknowledges that risk assess-
ment and evaluation is an essential part of the
Group’s planning and an important aspect of
the Group’s internal control system. The princi-
pal 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 ma-
terial adverse effect on the financial condition,
performance or prospects of the Company,
and the market price of Company shares. The
Board has undertaken to review risks annually
per a designed risk matrix. Risks identified are
ranked in relation to the probability of occur-
rence and impact on operations. Each identi-
fied risk is delegated to a senior member of
the management team to monitor and propose
intervening action, should circumstances war-
rant it.

Financial Risks

*  Bank Default

*  Lack of funding leading to temporary slow-
down

*  Lack of funding leading to insolvency

*  Financial risks — inflation, exchange rates
etfc

Government/Statutory Risks

*  Expropriation of PSC

«  Sanctity of contract — Detrimental change
of PSC terms

«  Statutory environment: FDI, Petroleum Law,
Tax etc

+  Government ineffectiveness/Institutional
failure

e Loss of listed status

«  External statutory risks ( Anti-bribery, FSA)

Operational Risks

*  lack of sufficient success in next explora-
tion programme

*  Contractual risk = quality of work or value
for money not achieved

* Work programme risk — improper well de-
sign and others

«  Contractor risk — equipment failure

Health, Safety and Environmental Risks

*  Natural disasters/health epidemics

*  Environmental damage

*  Accidents in workplace

*  Security concern: Civil unrest, terrorism,
sabotage

Management Risks

* Management effectiveness

*  Project management/operational efficien-
cy

e Loss of key staff

Internal Controls

The Board has responsibility for the Group’s
systems of internal controls and for reviewing
their effectiveness. 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 reli-
ability of financial information for both internal
use and external publication. The Board has
delegated management for the implementation
of material internal control system and reviews
policies and procedures through regular up-
dates 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 manage-
ment approval at the appropriate stages of
each transaction. Actual versus budgeted ex-
penditure data and the Company’s cash posi-
tion is monitored on a monthly basis. In 2012,
management introduced enhanced procedures
for procurement, budgeting and expenditure
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 internal 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.

Business Conduct and Ethics

Extractive Industries Transparency Initia-
tive (“EITI”)

The EITl is a global initiative in which extrac-
tive industries, governments and civil society,
all work together for greater transparency.
Improved financial transparency of extractive
industries operating in the country would en-
able governments to better manage its natural
resource wealth for the benefit of a country’s
citizens. Mongolia is one of the countries com-
pliant with the EITI. Therefore the Company’s
Mongolian subsidiaries have cooperated with
the government in this respect and participat-
ed in the transparency report prepared by the
Mongolian government.

Anti-Bribery and Corruption Policy
(“ABCP”)

At the enactment of the Bribery Act 2010, the
Company’s legal counsels undertook extensive
review of the Act and the Board has accord-
ingly 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 ap-
proach to bribery and corruption.

Insurance

The Group maintains insurance in respect of its
Directors and officers against liabilities in rela-
tion to the Company.

Share Dealing Code

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

The Board of Directors of the Company has appointed a Remuneration Committee for the purposes
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
David Daniel Skeels

The Committee’s objective is to meet at least twice a year and as at such other times as the Commit-
tee 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 necessary. 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 share-
holders. 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 Directors and other
senior executives and the performance targets to be used.

The Committee determines the policy for, and scope of, pension arrangements for any Executive
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 Direc-
tors, 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 requirements, the provisions and recommendations in the UK Corporate Governance Code and
the London Stock Exchange’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 commission 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”)

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 info 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 over-
all performance of the Group.

(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 2012 and 2013, are as below:

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

Directors

Gordon Leonard Toll Non-Executive Co-Chairperson Resigned 27 January 2012
John Campbell Robertson  Non-Executive Director Resigned 12 March 2012
Sarangua Davaadori Non-Executive Director Resigned 12 March 2012
Douglas John McGay Chief Executive Officer Resigned 30 November 2012
Clyde Robert Evans Non-Executive Director Resigned 20 December 2012
George Edward Watkins ~ Non-Executive Chairperson

Oyungerel Janchiv Non-Executive Deputy Chairperson

Mary Ellen Collins Non-Executive Director

Enkhmaa Davaanyam Non-Executive Director

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 ~ Non-Executive Director

On 31 December 2013, Ridvan Karpuz retired from his executive role as Director of Exploration, while
continuing on in a role as a Non-Executive Director.
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REMUNERATION REPORT

(b) Compensation of Directors

Consolidated

31 Dec 2013 31 Dec 2012

Note $'000 $'000
Short-term employee benefits 1,348 1,950
Post-employment benefits - -
Share based payment expense 584 802
1,932 2,752

Consolidated

31 Dec 2013 31 Dec 2012
Directors $'000 $000
Gordon Leonard Toll - 5
Oyungerel Janchiv 55 65
Douglas John McGay - 822
Clyde Robert Evans 14 188
John Campbell Robertson - 21
Sarangua Davaadori - 21
Mary Ellen Collins 55 54
Enkhmaa Davaanyam 55 54
David Daniel Skeels 55 45
Philip Arthur Vingoe 55 45
George Edward Watkins 94 52
Amarzul Tuul 183 146
John Rene Henriksen 378 267
Mehmed Ridvan Karpuz 404 165
Total 1,348 1,950

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

Directors are not entitled to termination or retirement benefits.

(c) Shareholdings of Directors and their related parties

Balance at 31 December 2012 or if ap- Balance Acquired Options Balance
plicable at the date of resignation as at and & Awards as at
01-Jan-12 (Disposed) Exercised 31-Dec-12
Directors
Gordon Leonard Toll 5,102,501 - 5,102,501
Oyungerel Janchiv 6,585,000 - 6,585,000
Douglas John McGay 3,975,000 - 3,975,000
Clyde Robert Evans 4,182,377 - 4,182,377
John Campbell Robertson 350,000 - 350,000
Sarangua Davaadori 150,000 - 150,000
Mary Ellen Collins - - -
Enkhmaa Davaanyam - -
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 - - -
Mehmed Ridvan Karpuz - -
Total 20,817,378 700,000 21,517,378
Balance at Balance Acquired Options Balance
31 December 2013 as at and & Awards as at
01-Jan-13 (Disposed) Exercised 31-Dec-13
Directors
Opyungerel Janchiv 6,585,000 11,723,686 - 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 7,757,500 15,615,326 883,818 24,256,644

Resigned Directors” shareholdin
Gordon Leonard Toll (resigned

Douglas John McGay (resigned 30 November 2012)
Clyde Robert Evans (resigned 20 December 2012)
John Campbell Robertson (resigned 12 March 2012)
Sarangua Davaadori (resigned 12 March 2012)

s are accurate up to their dates of resignation in 2012.
7 January 2012

All transactions with Directors other than those arising from the exercise of Options have been en-
tered into under terms and conditions no more favourable than those the entity would have adopted

it dealing at arm’s length.

Pursuant to the definition of Director’s Family within AIM Rules for Companies, the respective holdings
of Oyungerel Janchiv and Petrovis are aggregated on account of Oyungerel Janchiv’s shareholding
of over 20% in Petrovis. 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.
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(d) Options holdings of Directors

For the year ended Balance Granted Options  Options Balance Not Vested
31 December 2012 as at as Exercised  Lapsed as at Vested &

01-Jan-12  Remuneration 31-Dec-12 & Exercisable

Not
Exercisable

Directors
Gordon Leonard Toll 675,000 - (250,000) (425,000) - - -
Oyungerel Janchiv 475,000 - - - 475,000 76,500 398,500
Douglas John McGay 900,000 - - - 900,000 - 900,000
Clyde Robert Evans 600,000 - - - 600,000 - 600,000
John Campbell Robertson 450,000 - (150,000) (300,000) - - -
Sarangua Davaadorj 250,000 - (37,500) (212,500) - - -
Mary Ellen Collins 125,000 - - - 125,000 42,500 82,500
Enkhmaa Davaanyam 150,000 - - - 150,000 100,500 49,500
David Daniel Skeels - 150,000 - - 150,000 150,000 -
Philip Arthur Vingoe - 150,000 - - 150,000 150,000 -
George Edward Watkins - 150,000 - - 150,000 150,000 -
Amarzul Tuul 308,500 300,000 - - 608,500 356,150 252,350
John Rene Henriksen - 100,000 - - 100,000 100,000 -
Mehmed Ridvan Karpuz - 75,000 - - 75,000 75,000 -
Total 3,933,500 925,000 (437,500) (937,500) 3,483,500 1,200,650 2,282,850
For the year ended Balance Granted Options  Options  Balance  Not Vested Vested
31 December 2013 as at as Exercised  Lapsed as at & &

01-Jan-13  Remuneration 31-Dec-13 Not Exercisable

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 - - 1,983,500 673,130 1,310,370

(e) Conditional Share Awards holdings of Directors

For the year ended Balance Granted Awards Awards Balance Not Vested
31 December 2012 as at as Exercised  Lapsed as at Vested &

01-Jan-12  Remuneration 31-Dec-12 & Exercisable

Not
Exercisable

Directors
Gordon Leonard Toll 425,000 - (280,000) (145,000) - - -
Oyungerel Janchiv 475,000 - - - 475,000 475,000 -
Douglas John McGay 600,000 - (100,000) 500,000 - 500,000
Clyde Robert Evans 400,000 - - (133,334) 266,666 - 266,666
John Campbell Robertson 300,000 - (198,000) (102,000) - - -
Sarangua Davaadorj 250,000 - (165,000) (85,000) - - -
Mary Ellen Collins 125,000 - - - 125,000 125,000 -
Enkhmaa Davaanyam 150,000 - - 150,000 150,000 -
David Daniel Skeels - 150,000 - 150,000 150,000 -
Philip Arthur Vingoe - 150,000 - 150,000 150,000 -
George Edward Watkins - 150,000 - 150,000 150,000 -
Amarzul Tuul 203,000 300,000 - 503,000 503,000 -
John Rene Henriksen - 889,090 - 889,090 889,090 -
Mehmed Ridvan Karpuz - 2,012,364 - 2,012,364 2,012,364 -
Total 2,928,000 3,651,454 (643,000) (565,334) 5,371,120 4,604,454 766,666
For the year ended Balance Granted Awards Awards Balance  Not Vested Vested
31 December 2013 as at as Exercised Lapsed as at & &

01-Jan-13  Remuneration 31-Dec-13 Not Exercisable

Exercisable

Directors
Oyungerel Janchiv 475,000 - - - 475,000 475,000 -
Mary Ellen Collins 125,000 - - - 125,000 125,000 -
Enkhmaa Davaanyam 150,000 - - - 150,000 150,000 -
David Daniel Skeels 150,000 - - - 150,000 150,000 -
Philip Arthur Vingoe 150,000 - - - 150,000 150,000 -
George Edward Watkins 150,000 - - - 150,000 150,000 -
Amarzul Tuul 503,000 - - - 503,000 503,000 -
John Rene Henriksen 889,090 - (263,030) - 626,060 626,060 -
Mehmed Ridvan Karpuz 2,012,364 - (620,788) (982,915) 408,661 150,000 258,661
Total 4,604,454 - (883,818) (982,915) 2,737,721 2,479,060 258,661

A portion of Ridvan Karpuz’ Conditional Share Awards based on service conditions were vested and
made exercisable per the rules of the Plan and at the discretion of the Directors upon his departure

from his executive role.

PETRO MATAD LIMITED
ANNUAL REPORT 2013



PETRO
MATAD

44

FINANCIAL STATEMENTS

Consolidated Statement of Profit or Loss
INncome

and Other Comprehensive

For the year ended 31 December 2013

Consolidated

31 Dec 2013 31 Dec 2012
Note $'000 $'000

Continuing operations
Revenue
Interest income 4(a) 188 688
Other income 4(a) 67 20

255 708
Expenditure
Consultancy fees (418) (399)
Depreciation and amortisation (203) (283)
Employee benefits expense 4(b) (3,514) (5,164)
Exploration and evaluation expenditure 4(q) (1,617) (4,912
Other expenses 4(d) (2,0071) (2,105)
Loss from continuing operations before income tax (7,498) (12,155)
Income tax expense 5 = -
Loss from continuing operations after income tax (7,498) (12,155)
Net loss for the year (7,498) (12,155)
Other comprehensive income
ltems that may be reclassified subsequently to profit or loss:
Exchange differences on translating foreign operations, net of income tax
of SNil (2012: $Nil) (212) 69
Other comprehensive loss for the year, net of income tax (212 69
Total comprehensive loss for the year (7,710) (12,08¢)
Loss attributable to owners of the parent (7,498) (12,155)
Total comprehensive loss attributable to owners of the parent (7,710) (12,08¢)
Loss per share (cents per share)
Basic and diluted loss per share 6 83 6.5

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

accompanying notes.

Consolidated

Statement of Financial Position

For the year ended 31 December 2013

Consolidated

31 Dec 2013 31 Dec 2012

Note $'000 $'000
ASSETS
Current Assets
Cash and cash equivalents 7 3,308 4,588
Trade and other receivables 8 310 422
Prepayments and other assets 9 484 575
Total Current Assets 4,102 5,585
Non-Current Assets
Exploration and evaluation assets 10 15,275 15,275
Property, plant and equipment 11 618 901
Total Non-Current Assets 15,893 16,176
TOTAL ASSETS 19,995 21,761
LIABILITIES
Current Liabilities
Trade and other payables 12 718 873
Total Current Liabilities 718 873
TOTAL LIABILITIES 718 873
NET ASSETS 19,277 20,888
EQUITY
Equity attributable to owners of the parent
Issued capital 13 105,097 98,893
Reserves 14 4,736 5,988
Accumulated losses (90,556) (83,993)
TOTAL EQUITY 19,277 20,888

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

Statement of Cash Flows

Consolidated

Staterment of Changes in Equity

For the year ended 31 December 2013

For the year ended 31 December 2013

Consolidated
31 Dec 2013 31 Dec 2012

Consolidated

Attributable to equity holders of the parent

Cash flows from operating activities
Payments to suppliers and employees
Interest received

Net cash flows used in operating activities

Cash flows from investing activities
Purchase of property, plant and equipment
Sale of property, plant and equipment

Net cash flows used in investing activities

Cash flows from financing activities
Proceeds from issue of shares

Net cash flows from financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Net foreign exchange differences

Cash and cash equivalents at the end of the year

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

Note $'000 $'000 Other
Issued  Accumulated  Reserves

(6,329) (11,679) capital Losses Note 14 Total

188 688 Note $'000 $’000 $'000 $'000
7 (6,147) (10,991) As at 1 January 2012 97,187 (72,449) 6,232 30,970
Net loss for the year - (12,155) - (12,155)
(32) (78) Other comprehensive income - - 69 69
1 12 Total comprehensive loss for the year - (12,155) 69  (12,086)

(19) (66)
Issue of share capital 13 91 - - 91
Cost of capital raising 13 - - - -
13 5,025 91 Share-based payments 13,14 & 15 1,615 611 (313) 1,913
5,025 91 As at 31 December 2012 98,893 (83,993) 5988 20,888
(1,135) (10,966) Net loss for the year - (7,498) - (7,498)
Other comprehensive income - - (212) (212)
4,588 15,477 Total comprehensive loss for the year - (7,498) (212) (7,710)
(145) 77

/ <21 4,588 Issue of share capital 13 5,025 - - 5,025
Cost of capital raising 13 - - - -
Share-based payments 13,14 & 15 1,179 935 (1,040) 1,074
As at 31 December 2013 105,097 (90,556) 4,736 19,277

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 (the “Company”) for the year ended 31 December 2013

N OTE S —|—O —|—H E was authorised for issue in accordance with a resolution of the Directors on 26 June 2014.

This financial report presents the consolidated results and financial position of Petro Matad Limited

and its subsidiaries (together, the “Group”).
CO N S O I_l D/ \ | E D Petro Matad Limited, a company incorporated in the Isle of Man on 30 August 2007 has five wholly

owned subsidiaries, including Capcorp Mongolia LLC and Petro Matad LLC (both incorporated in

Mongolia), Central Asian Petroleum Corporation Limited (“Capcorp”) and Petromatad Invest Limited
D | | (both incorporated in the Cayman Islands), and Petro Matad Services Limited (incorporated in the Isle

of Man). Its majority shareholder is Petrovis Matad Inc.

Petrovis Matad Inc is a major shareholder of the Company, currently holding approximately 33% of
the shareholding.

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1 Corporate information 49

2 Summary of significant accounting policies 49 (a) Basis of preparation

3 Operating segments 60

4 Revenues and expenses 60 This financial report complies with International Financial Reporting Standards (“IFRS”) as adopted by
5 Income tax 61 the European Union as issued by the International Accounting Standards Board (“IASB”).

6 Loss per share 62

7 Cash and cash equivalents 63 This financial report has been prepared on a historical cost basis, except where otherwise stated.
8 Trade and other receivables 63 Historical cost is generally based on the fair values of the consideration given in exchange for goods
9 Prepayments and other assets 64 and services. Fair value is the price that would be received to sell an asset or paid to transfer a liability
10 Exploration and evaluation assets 64 in an orderly transaction between market participants at the measurement date, regardless of whether
11 Property, plant and equipment 64 that price is directly observable or estimated using another valuation technique.

12 Trade and other payables (current) 65

13 Issued capital 65 In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2
14 Reserves 67 or 3 based on the degree to which the inputs to the fair value measurements are observable and the
15 Share based payments 68 significance of the inputs to the fair value measurement in its entirety, which are described as follows:
16 Commitments and contingencies 72 e Llevel 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that
17 Related party disclosures 74 the entity can access at the measurement date;

18 Key management personnel /5 e level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable
19 Financial risk management objectives and policies /5 for the asset or liability, either directly or indirectly; and

20 Capital management 78 + Level 3 inputs are unobservable inputs for the asset or liability.

21 Events after the reporting date 79

22 Auditors’” remuneration 80 For the purpose of preparing the consolidated financial statements, the Company is a for-profit entity.
23 Other Information 80

(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 Interpretations and other authoritative pro-
nouncements of the IASB.
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() Going concern note

The consolidated entity has incurred a net loss after income tax of $7.498 million (2012: Loss of
$12.155 million) and experienced net cash outflows from operating activities of $6.141 million (2012:
$10.991 million) for the year ended 31 December 2013 and has cash and cash equivalents of $3.308
million as at 31 December 2013 (2012: $4.588 million). In addition and as outlined in Note 16(b) the
consolidated entity was required to meet minimum exploration commitments in the next 12 months on
its PSCs of approximately $22.758 million, with further commitments thereafter as disclosed in Note

16(b).

These conditions indicate a material uncertainty that may cast significant doubt over the consolidated
entity ability to continue as a going concern.

The ability of the consolidated entity to continue as going concern is principally dependent upon fur-
ther varying and/or deferring Blocks IV and V commitment expenditure and/or securing a farm-out
agreement to fund minimum exploration commitments.

Subsequent to year end, the Company has undertaken the following:

i) The Company has been in discussions with Petroleum Authority of Mongolia (“PAM”) on extend-
ing Blocks IV and V PSCs initial exploration period. An application for a 2 year extension was made,
but PAM will only process this application in the unlikely event that the new Petroleum Law is not

passed. The Company has received approval from the relevant authorities to defer payments due
under the PSCs until July 2015.

i) A new Petroleum Law is expected to be formally approved during its second Parliamentary
reading, expected in early July 2014. A key provision of the new law is the change in the initial PSC
exploration term from 5 to 8 years. PAM has stated in writing that upon passage of the law, Blocks
IV and V will be granted an eight year term (extendable by a further 2 two year options), in place of
the current five-year initial term. In this event, we expect that the 5 year expenditure commitment that
currently exists will be phased into the new 8 year period. A work program rephasing the commitment
over an 8 year period has been completed and will be presented to PAM upon final passage of the
Petroleum law as expected.

i) The Company has been engaged in discussions for possible farm-out of its interest in these blocks
to potential investors, which would take on part or all of the amount of the exploration spend on these
blocks as part of their farm-out.

In the absence of a farm-out being concluded, the Company will engage PAM in discussions to re-
schedule current PSC term expenditure commitments. The Company has not formally initiated such
discussions with PAM and does not intend to do so until the results of the current farm-out process
are known.

The Directors have prepared a cash flow forecast, which indicates that the consolidated entity will
have sufficient cash flows to meet their working capital requirements (excluding minimum exploration
commitments) for the 12 month period from the date of signing the financial report.

The Directors are satisfied that they will achieve resolution of the matters set out above and there-
fore 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 consolidated entity be unable to achieve the matters referred to above, there is a material

uncertainty whether the consolidated entity will be able to continue as a going concern and, therefore,
whether it will realise its assets and discharge its 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, or to the amounts and classification of liabilities that might be necessary
should the consolidated entity not continue as a going concern.

(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 effec-
tive for the current financial reporting period beginning 1 January 2013.

The following new and revised Standards and Interpretations have been adopted in the current pe-

riod:

o IFRS 13 “Fair Value Measurement” (“IFRS 13”). This Standard establishes a single source of guid-
ance for fair value measurements and disclosures about fair value measurements. The Standard
defines fair value, establishes a framework for measuring fair value, and requires disclosures
about fair value measurements. The scope of IFRS 13 is broad; it applies to both financial in-
strument items and non-financial instrument items for which other IFRSs require or permit fair
value measurements and disclosures amount fair value measurements, except in specified cir-
cumstances. In general, the disclosure requirements in IFRS 13 are more extensive than those
required in the previous standards. For example, quantitative and qualitative disclosures based
on the three-level fair value hierarchy currently required for financial instruments only under IFRS
7 “Financial Instruments: Disclosures” are extended by IFRS 13 to cover all assets and liabilities
within its scope.

o IAS 19 “Employee Benefits” (as revised in 2011). This Standard changes the accounting for
defined benefit plans and termination benefits. The most significant change relates to the ac-
counting for changes in defined benefit obligations and plan assets. The amendments require the
recognition of changes in defined benefit obligations and in the fair value of plan assets when
they occur, and hence eliminate the ‘corridor approach’ permitted under the previous version of
IAS 19 and accelerate the recognition of past service costs. All actuarial gains and losses are
recognised immediately through other comprehensive income in order for the net pension asset
or liability recognised in the consolidated statement of financial position to reflect the full value of
the plan deficit or surplus. Furthermore, the interest cost and expected return on plan assets used
in the previous version of IAS 19 are replaced with ‘net interest” amount under IAS 19 (as revised
in 2011), which is calculated by applying the discount rate to the net defined benefit liability or
asset. Additionally, IAS (as revised in 2011) infroduces certain changes in the presentation of the
defined benefit cost including more extensive disclosures.

¢ Amendments to IFRS 7 — ‘Disclosures — Offsetting Financial Assets and Financial Liabilities’. The
amendments require entities to disclose information about rights to offset and related arrange-
ments for financial instruments under an unenforceable master netting agreement or similar
agreement.

* Amendments to IAS 1 “Presentation of Items of Other Comprehensive Income” (“IAS 17). The
amendments introduce new terminology, whose use is not mandatory, for the statement of profit
or loss or other comprehensive income. The amendments to IAS 1 require items of other compre-
hensive income to be grouped into two categories in the other comprehensive income section: (a)
items that will not be reclassified subsequently to profit or loss and (b) items that may be reclassi-
fied subsequently to profit or loss when specific conditions are met. Income tax on items of other
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comprehensive income is required to be allocated on the same basis — the amendments do not
change the option to present items of other comprehensive income either before tax or net of tax.

*  Amendments to IFRS’s “Annual Improvements to IFRS’s 2009-2011 Cycle”.

« IFRIC 20 “Stripping Costs in the Production Phase of a Surface Mine”. This standard applies to
waste removal costs that are incurred in surface mining activity during the production phase of
the mine (‘production stripping costs’). Under the Interpretation, the costs from this waste removal
activity ('stripping’) which provide improved access to ore is recognised as a non-current asset
(‘stripping activity asset’) when certain criteria are met, whereas the costs of normal on-going
operational stripping activities are accounted for in accordance with IAS 2 “Inventories”. The strip-
ping activity asset is accounted for as an addition to, or as an enhancement of, an existing asset
and classified as tangible or intangible according to the nature of the existing asset of which it
forms part.

The adoption of these Standards and Interpretations did not have a material effect on the consoli-
dated entity, other than amendments to disclosures in the financial report.

Standards and Interpretations in issue not yet adopted
At the date of authorisation of the financial statements, following International Financial Reporting

Standards 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 2013:

Effective for Expected to be
annual reporting initially applied in the
periods beginning  financial year ending

Standard/Interpretation on or after

December 2014
December 2014
December 2014
December 2014
December 2014
December 2014

IFRS 10 “Consolidated Financial Statements’ January 2014 3
January 2014 3
January 2014 3
January 2014 3
January 2014 3

January 2014 3

IFRS 11 “Joint Arrangements’

IFRS 12 ‘Disclosure of Interests in Other Entities’

IAS 27 ‘Separate Financial Statements’ (as revised in 2011)

IAS 28 ‘Investments in Associates and Joint Ventures’ (as revised in 2011)

Amendments to IFRS 10, IFRS 11 and IFRS 12 ‘Consolidated Financial
Statements, Joint Arrangements and Disclosure of Interests in Other Entities:
Transition Guidance’

IFRS 9 ‘Financial Instruments” (December 2009), Amendments to IFRS 7 and
IFRS 9 ‘Mandatory Effective Date of IFRS 9 and Transition Disclosures’ and
IFRS 9 ‘Financial Instruments’” (December 2010)

January 2017 3

December 2017

IFRS 9 ‘Financial Instruments’” (Hedge Accounting and amendments to IFRS January 2017 31 December 2017

9, IFRS 7 and IAS 39)

Amendments to |AS 32 ‘Offsetting Financial Assets and Financial Liabilities January 2014 3
Annual Improvements to IFRSs 2010-2012 Cycle 1 July 2014 3
Annual Improvements to IFRSs 2011-2013 Cycle 1 July 2014 3

December 2014
December 2015
December 2015

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 enti-

ties controlled by the Company and its subsidiaries. Control is achieved when the Company:
*  has power over the investee;

« 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, using 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 fransaction.

All intfercompany 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.

(f) Foreign currency translation
Functional and presentation currency

Both the functional and presentation currency of Petro Matad Limited is United States Dollars (“USD”).
The Cayman Island subsidiaries functional currency is USD. The Mongolian subsidiaries” functional
currency is Mongolian 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 seftlement is neither planned nor likely to occur (therefore forming part of the net invest-
ment in the foreign operation), which are recognises 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.

PETRO MATAD LIMITED
ANNUAL REPORT 2013



NOTES TO THE FINANCIAL STATEMENTS
MATAD

54

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

On consolidation, exchange differences arising from the translation of the net investment in Mongolian
subsidiaries are recognised in other comprehensive income and accumulated in the foreign currency
translation reserve. If a Mongolian subsidiary was sold, the proportionate share of exchange differ-
ence 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.

Collectability of trade receivables is reviewed on an ongoing basis. An impairment provision is rec-
ognised when there is objective evidence that the Group will not be able to collect the receivable.
Obijective evidence of impairment 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 estimated to be an average of 6.5 years.

The assets’ residual values, useful lives and amortisation methods are reviewed, and adjusted if ap-
propriate, 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.

(i) 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 exploration 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 intan-
gible 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 individual 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 assefs 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 discount rate that reflects current market assessments of the time value of money and the
risks specific to the asset.

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 impair-
ment 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 potential single cash generating unit. An impairment
review is undertaken when indicators of impairment arise, typically when one of the following circum-
stances apply:

*  Unexpected geological occurrences that render the resource uneconomic;
« Title to asset is compromised;

«  Variations in prices that render the project uneconomic; or

. 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.
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(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 amor-
tised 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 accordance with the substance of the contractual arrangement. The fair value of the liability portion
of a convertible 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 re-
quired 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 obligation. If the effect of the time-value of money is material, provisions are deter-
mined 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 owner-
ship 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 the 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 Options 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.

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 corresponding 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:

»  the extent to which the vesting period has expired; and
«  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 transaction 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 cancel-
lation, 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.
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() Income tax
Current tax

Current tax is calculated by reference to the amount of income taxes payable or recoverable in re-
spect 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 deductible 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 recognition 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.

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 reflects 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 taxa-
tion authority 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 dilution of 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

In applying the Group’s accounting policies management continually evaluates judgments, estimates
and assumptions 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 revision 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 78% to 220% 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 devel-
opment 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 expenditure 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.
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3 OPERATING SEGMENTS 5 INCOME TAX

Operating segments have been identified on the basis of internal reports of the Group that are regu- Consolidated

larly reviewed by the chief operating decision maker in order to allocate resources to the segments 3] Dec 2013 31 Dec 2012
and to assess their performance. Note $'000 $'000

. . . . " ) ) Income tax recognised in the statement of profit or loss:
The chief operating decision maker has been identified as the Board of Directors. On a regular basis, X gnisedt prot

the Board receives financial information on a consolidated basis similar to the financial statements Tax expense/(benefit) comprises:

presented in the financial report, to manage and allocate their resources. Based on the information Current tax expense/(benefit) . B}
provided to the Board of Directors, the Group has one operating segment and geographical seg- Deferred tax expense/(benefit) relating to the
ment, being Mongolia; as such no separate disclosure has been provided. origination and reversal of temporary differences - -

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

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

Consolidated
31 Dec 2013 31 Dec 2012

Consolidated

31 Dec 2013 31 Dec 2012 Note $'000 $'000
Note 5000 5000 Net loss for the year (7,498) (12,155)
(a) Revenue
Interest Income 188 688
Other income s 11 Income tax benefit calculated at 10% (i) 750 1,216
Foreign exchange gains 67 9 Effect of different tax rates on entities in different jurisdictions (ii) (527) (953)
255 708 Change in unrecognised deferred tax assets (263) (263)
(b) Employee benefits expense - -
Included in employee benefits expense are the following:
Wages and salaries 909 1,340 ()  The tax rate used in the above reconciliation is the corporate tax rate of 10% payable by Mon-
Directors’ fees (including Directors of affiliates) 416 431 golian corporate entities on taxable profits up to 3 billion MNT under Mongolian tax law.
Consultancy fees 1,115 1,480
Share-based payments L 1913 (i) Petromatad Invest Limited and Capcorp are exempt of Mongolian corporate tax on profits de-
3514 5,164 rived from the sale of oil under their PSCs once production commences and are subject to Cayman
(c) Exploration and evaluation expenditure Islands income tax at a rate of 0%. As a consequence, no provision for Mongolian corporate tax or
Exploration and evaluation expenditure relates to the Cayman Islands current tax or deferred tax has been made in the Company’s accounts in relation to
following PSC: them.
Block XX 222 2,616
Blocks IV .and V 1,395 2,296 Petro Matad Limited is subject to Isle of Man income tax at a rate of 0%. As a consequence, no
1,617 4,912 provision for Isle of Man current tax or deferred tax has been made in the Company’s accounts.
(d) Other expenses
Included in other expenses are the following:
Administration costs 781 958
PSC administration costs 807 651
Audit fees 111 129
Travel expenses 302 367
2,001 2,105
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6 LOSS PER SHARE

The following reflects the income and share data used in the total operations basic and diluted loss

per share computations:

Consolidated

31 Dec 2013 31 Dec 2012
cents per share  cents per share
Basic loss per share 33 6.5
Diluted loss per share 33 6.5
$'000's $'000's
The loss and weighted average number of ordinary shares used in the
calculation of basic wand diluted loss per share are as follows:
Net loss attributable to owners of the parent 7,498 12,155
Weighted average number of ordinary shares for the purposes of basic
and diluted loss per share 227,541 185,716

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.

7 CASH AND CASH EQUIVALENTS

Consolidated

31 Dec 2013 31 Dec 2012

Note $'000 $'000
Cash at bank and in hand 3,308 4,588
3,308 4,588

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 $3,308,000 (2012: $4,588,000) 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 2013 31 Dec 2012
Note $’000 $’000

Net loss after tax (7,498) (12,155)
Adjustments for:
Depreciation and amortisation 203 283
Net (profit)/loss on disposal of property, plant and equipment 9 34
Share based payments 1,074 1,913
Unrealised foreign exchange (gains)/ losses 23 (10)
Changes in assets and liabilities
(Increase)/decrease in trade and other receivables 112 (106)
Increase/(decrease) in prepayments and other assets 91 154
(Increase)/decrease in tfrade and other payables (155) (1,104)
Net cash flows used in operating activities (6,141) (10,991)

Non-cash investing and financing activities

8 TRADE AND OTHER RECEIVABLES

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 $1.179 million (2012: $1.615
million).

Consolidated

31 Dec 2013 31 Dec 2012
Note $'000 $'000
Current
Other debtors 310 422
310 422

All amounts are recoverable and are not considered past due or impaired.
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9  PREPAYMENTS AND OTHER ASSETS

Consolidated

31 Dec 2013 31 Dec 2012

Note $000 $'000
Prepayments 70 108
Other assets 414 467
484 575

Other current assets are mainly comprised of consumables, including casing, mud and drilling materi-

als purchased for Block XX.

10 EXPLORATION AND EVALUATION ASSETS

Consolidated

31 Dec 2013 31 Dec 2012

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 Petromatad 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.

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 2013 31 Dec 2012

Note $'000 $'000
Plant and equipment at cost 1,071 1,263
Accumulated depreciation and impairment (453) (362)
618 901

Reconciliation of carrying amounts at the beginning and end of the year:

Plant
and
equipment

Total

$'000
As at 1 January 2012 (net of accumulated depreciation) 1,149
Additions 78
Disposals (43)
Depreciation charge for the year (283)
As at 31 December 2012 (net of accumulated depreciation) 901
Additions 32
Disposals (22)
Foreign exchange (90)
Depreciation charge for the year (203)
As at 31 December 2013 (net of accumulated depreciation) 618

12 TRADE AND OTHER PAYABLES (CURRENT)

Consolidated
31 Dec 2013 31 Dec 2012

Note $'000
Trade payables 716 870
Other payables 2 3
718 873

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

13 ISSUED CAPITAL

Consolidated
31 Dec 2013 31 Dec 2012

Note $'000
Ordinary Shares
279,340,879 shares issued and fully paid (2012: 186,176,001) 105,097 98,893
105,097 98,893
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Movements in ordinary shares on issue:

Number of Issue
Shares Price §  $000

Consolidated

As at 1 January 2012 184,565,284 97,187
Exercise of Conditional Share Awards on 13 February 2012 (note (a)) 206,987 0.010 2
Issue of shares to employees on 13 February 2012 on exercise of Options (note (b)) 11,250 0.174 2
Exercise of Conditional Share Awards on 5 March 2012 (note (c)) 280,000 0.010 3
Exercise of Conditional Share Awards on 26 April 2012 (note (d)) 505,447 0.010 5
Issue of shares to Directors and an employee on 26 April 2012 on exercise of
Options (note (e)) 442,500 0.175 77
Exercise of Conditional Share Awards on 9 July 2012 (note (f)) 164,533 0.010 2
21
Share based payment - - 1,615
As at 31 December 2012 186,176,001 98,893
Exercise of Conditional Share Awards on 24 January 2013 (note (g)) 500,000 0.010 5
Issue of shares to Petrovis on 22 July 2013 (note (h)) 90,612,540 0.055 5,000
Exercise of Conditional Share Awards on 22 July 2013 (nofe (i) 671,550 0.010 6
Exercise of Conditional Share Awards on 27 November 2013 (note (j)) 1,380,788 0.010 14
5,025
Share based payment - - 1,179
As at 31 December 2013 279,340,879 105,097

(a) On 13 February 2012, pursuant to the Group’s Plan, 206,987 shares were awarded to employ-
ees exercising Conditional Share Awards with an exercise price per share of $S0.01.

(b) On 13 February 2012, pursuant to the Group’s Plan, 11,250 shares were awarded to employees
exercising Options with an exercise price per share of GBP0.11.

(c) On 5 March 2012, pursuant to the Group’s Plan, 280,000 shares were awarded to a former
Director exercising Conditional Share Awards with an exercise price per share of $0.01.

(d) On 26 April 2012, pursuant to the Group’s Plan, 505,447 shares were awarded to former Direc-
tors and an employee exercising Conditional Share Awards with an exercise price per share of $S0.01.

(e) On 26 April 2012, pursuant to the Group’s Plan, 442,500 shares were awarded to former Direc-
tors and an employee exercising Options with an exercise price per share of GBPO.11.

)  On 9 July 2012, pursuant to the Group’s Plan, 164,533 shares were awarded to employees
exercising Conditional Share Awards with an exercise price per share of $0.01.

(g) On 25 January 2013, pursuant to the Group’s Plan, 500,000 shares were awarded to a former
Director exercising Conditional Share Awards with an exercise price per share of $0.01.

(h)  On 22 July 2013, Petrovis signed an Equity Subscription Agreement with the Company that
resulted in issuance of 90,612,540 ordinary shares to Petrovis and concert parties at a subscription
price of GBP0.0356 per share.

(i)  On 22 July 2013, pursuant to the Group’s Plan, 671,550 shares were awarded to Directors and
employees exercising Conditional Share Awards with an exercise price per share of S0.01.

(il  On 27 November 2013, pursuant to the Group’s Plan, 1,380,788 shares were awarded to a
Director and an employee exercising Conditional Share Awards with an exercise price per share of

$0.01.

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 2012 831 6,154 (753) 6,232
Currency translation differences - - 69 69
Share based payments - (313) - (313)
As at 31 December 2012 831 5,841 (684) 5,988
Currency translation differences - - (212) (212)
Share based payments - (1,040) - (1,040)
As at 31 December 2013 831 4,801 (896) 4,736

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 é ‘Acquisitions and Mergers’. The difference, if any, between
the nominal value of the shares issued plus the fair value of any other consideration, and the nomi-
nal 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 trans-
lation of the financial statements of foreign subsidiaries.
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15 SHARE BASED PAYMENTS

(a) Long Term Equity Incentive Plan

The Group provides long term incentives to employees (including Executive Directors), Non-Executive
Directors and consultants through the Group’s Long Term Equity Incentive Plan (referred to as “Plan”
or “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 condi-
tions 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 over-
all performance of the Group.

Some Conditional Share Awards will vest on achievement of the following performance conditions:

* 25% vest on the first discovery of oil on a commercial scale, estimated by management as being
by 30 September 2015;

e 25% vest on the first production of oil on a commercial scale, estimated by management as be-
ing by 30 June 2016; and

* 50% vest on the Company achieving the sale of 1 million barrels of oil, estimated by manage-
ment as being by 30 June 2018.

Other Conditional Share Awards over shares 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 following Table summarizes Options granted during 2012 and 2013, along with relevant details
in relation to each grant.

25 Apr 12 16 Jul 12 50ct 12 4 Dec 12 9 Jul 13

Options Granted 981,000 1,198,080 105,000 12,000 112,000
Share price at grant date $0.3630 $0.1383 $0.1271 $0.1284 $0.0633
Expected Volatility (%) 85 85 85 85 85
Risk-free interest rates (%) 0.50 0.50 0.50 0.50 0.50
Expected life (years)

Tranche 1 5.50 5.50 5.50 5.50 5.50

Tranche 2 6.00 6.00 6.00 6.00 6.00

Tranche 3 6.50 6.50 6.50 6.50 6.50
Exercise Price (in GBP) 0.2250 0.0888 0.0788 0.0800 0.0425
Estimate fair value of Option

Tranche 1 $0.2922 $0.1137 $0.1023  $0.1034 $0.0434

Tranche 2 $0.2991 $0.1165 $0.1047 $0.1058 $0.0447

Tranche 3 $0.3053 $0.1189 $0.1069 $0.1080 $0.0460

Options granted above are exercisable as follows:
* 33% one year after grant date

« 33% two years after grant date

e 34% three years after grant date

The fair value of Options granted is estimated as at the date of grant using the Black Scholes model,
taking info account the terms and conditions upon which the Options were granted. The table above
lists the inputs to the model used for the years ending 31 December 2012 and 31 December 2013.

Modified Options

In the year ended 31 December 2012, 848,080 Options granted to employees in April 2011 were
cancelled and the same number of Options were issued in July 2012 at a lower exercise price (modi-
fied Options) as the Board and management viewed that the initial Options’ exercise price were
too high relative to the share price in 2012 and did not serve the purpose of the Plan to incentivize
employees.

The total fair value of the Options granted in July 2012 is GBP0.0733 and the USD equivalent is
US0.1142 as per Options valuation.

The fair value of the Options is estimated using the Black Scholes model consistent with other Op-
tions valuation, taking into account the new terms, conditions and exercise price of the new Options
granted.

No modifications have occurred for the year ended 31 December 2013.

(c) Movement in share Options

Opening Exercisable
balance at  Granted Forfeited Exercised Closing as at
1 Jan during the  during the  during the  balance as at 31 Dec

Consolidated 2012 year year year 31 Dec 2012 2012
Grant of Options on 24 April 2008 - - - - - -
Grant of Options on 3 June 2008 1,324,500 - (512,500) - 812,000 812,000
Grant of Options on 8 April 2009 878,750 - - (458,750) 425,000 425,000
Grant of Options on 9 July 2010 2,807,160 - (857,660) - 1,949,500 1,281,060
Grant of Options on é April 2011 647,000 - (572,000) - 75,000 24,750
Grant of Options on 5 July 2011 499,000 - (349,000) - 150,000 49,500
Grant of Options on 22 Nov 2011 167,000 - (47,000) - 120,000 39,600
Grant of Options on 5 Dec 2011 100,000 - (15,200) - 84,800 27,984
Grant of Options on 25 Apr 2012 - 981,000 (46,000) - 935,000 -
Grant of Options on 16 Jul 2012 - 1,198,080 (454,690) - 743,390 152,790
Grant of Options on 5 Oct 2012 - 135,000 (20,000) - 115,000 -
Grant of Options on 4 Dec 2012 - 12,000 - 12,000

6,423,410 2,326,080  (2,874,050) (453,750) 5,421,690 2,812,684
Weighted Average Exercise Price
(cents per Option) 93.92 23.24 119.27 16.20 56.67 63.44
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Opening
balance at  Granted Forfeited Exercised Closing Exercisable
1 Jan during the  during the  during the  balance as at as at 31

Consolidated 2013 year year year 31 Dec 2013 Dec 2013
Grant of Options on 24 April 2008 - - - - - -
Grant of Options on 3 June 2008 812,000 - (412,500) - 399,500 399,500
Grant of Options on 8 April 2009 425,000 - (156,250) - 268,750 268,750
Grant of Options on 9 July 2010 1,949,500 - (1,050,000) - 899,500 899,500
Grant of Options on 6 April 2011 75,000 - - - 75,000 49,500
Grant of Options on 5 July 2011 150,000 - - - 150,000 99,000
Grant of Options on 22 Nov 2011 120,000 - - - 120,000 79,200
Grant of Options on 5 Dec 2011 84,800 - (4,886) - 79,914 53,394
Grant of Options on 25 Apr 2012 935,000 - (6,700) - 928,300 308,550
Grant of Options on 16 Jul 2012 743,390 - (226,530) - 516,860 314,820
Grant of Options on 5 Oct 2012 115,000 - (16,700) - 98,300 34,650
Grant of Options on 4 Dec 2012 12,000 - (6,000) - 6,000 1,980
Grant of options on 9 July 2013 - 112,000 - - 112,000 -

5,421,690 112,000 (1,879,566) - 3,654,124 2,508,844
Weighted Average Exercise Price
(cents per Option) 56.67 6.33 58.94 - 53.96 60.16

(d) Share Options Contractual Life

The weighted average remaining contractual life of outstanding share Options is 6.9 years (2012
7.5 years).

(e) Conditional Share Awards pricing model

The following Table summarizes Conditional Share Awards granted during 2012 and 2013, along
with relevant details in relation to each grant.

(1) (2) (3) (4) (5) (6) (7)
25 Apr 25 Apr 16 Jul 50ct 04 Decl12 04Decl12 9 Jul13
12 12 12 12
Conditional Share Awards granted 942,000 790,728 660,000 190,000 6,000 1,862,364 176,000
Share price at grant date $0.3630 $0.3630 $0.1383  $0.1271 $0.1284 $0.1284  $0.0633
Expected Volatility (%) 89 89 91 74 60 60 51
Risk-free interest rates (%) 0.50 0.50 0.50 0.50 0.50 0.50 0.50
Expected life (years) 55 5 5 5 5 5 5
Exercise Price $0.01 $0.01 $0.01 $0.01 $0.01 $0.01 $0.01

Estimated fair value of each Condi-
tional Share Award at the grant date  $0.3601  $0.3574  $0.1341  $0.1233  $0.1277 $0.1209 $0.0541

ltems (1), (4), (5) and (7): Conditional Share Awards 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 2015;

o 25% vest on the first production of oil on a commercial scale, estimated by management as be-
ing by 30 June 2016; and

* 50% vest on the company achieving the sale of 1 million barrels of oil, estimated by management
as being by 30 June 2018.

ltems (2), (3) and (6): Conditional Share Awards are tied to employment continuity and are available
for vesting on various dates in commencing 2012-2015.

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 Options were
granted. The table above lists the inputs to the model used for the years ending 31 December 2012
and 31 December 2013.

() Movement in Conditional Share Awards

Opening

balance Granted Awarded Forfeited Closing Exercisable

at 1 Jan during the  during the  during the  balance as at as at
Consolidated 2012 year year year 31 Dec 2012 31 Dec 2012
Grant of Conditional Share Awards 1,665,000 - (550,000) (30,000) 1,085,000 -
on 3 Jun 2008
Grant of Conditional Share Awards 145,000 - - - 145,000 -
on 8 Apr 2009
Grant of Conditional Share Awards 2,417,000 - (93,000) (1,046,334) 1,277,666 -
on 9 Jul 2010
Grant of Conditional Share Awards 564,602 - (282,301) (142,447) 139,854 -
on 12 Nov 2010
Grant of Conditional Share Awards 794,071 - (153,487)  (274,584) 366,000 2,000
on é Apr 2011
Grant of Conditional Share Awards 571,623 - (26,541) (204,000) 341,082 -
on 5 Jul 2011
Grant of Conditional Share Awards 237,000 - (50,000) (37,000) 150,000 50,000
on 22 Nov 2011
Grant of Conditional Share Awards 100,000 - - (15,200) 84,800 -
on 5 Dec 2011
Grant of Conditional Share Awards - 1,732,728 (1,638) (23,000) 1,708,090 -
on 25 Apr 2012
Grant of Conditional Share Awards - 660,000 - - 660,000 220,000
on 16 Jul 2012
Grant of Conditional Share Awards - 190,000 - (15,000) 175,000 -
on 5 Oct 2012
Grant of Conditional Share Awards - 1,868,364 - - 1,868,364 -
on 4 Dec 2012

6,494,296 4,451,092 (1,156,967) (1,787,565) 8,000,856 272,000
Weighted Average Exercise Price
(cents per Award) 1.00 1.00 1.00 1.00 1.00 -
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Opening Granted  Awarded Forfeited Closing Exercisable
balance ot during the  during the  during the  balance as at as at
Consolidated 1 Jan 2013 year year year 31 Dec 2013 31 Dec 2013
Grant of Conditional Share Awards 1,085,000 - (550,000) - 535,000 -
on 3 Jun 2008
Grant of Conditional Share Awards 145,000 - - - 145,000 -
on 8 Apr 2009
Grant of Conditional Share Awards 1,277,666 - (216,666) - 1,061,000 -
on 9 Jul 2010
Grant of Conditional Share Awards 139,854 - (139,854) - - -
on 12 Nov 2010
Grant of Conditional Share Awards 366,000 - (2,000) (39,000) 325,000 -
on é Apr 2011
Grant of Conditional Share Awards 341,082 - - (111,082) 230,000 -
on 5 Jul 2011
Grant of Conditional Share Awards 150,000 - (100,000) - 50,000 -
on 22 Nov 2011
Grant of Conditional Share Awards 84,800 - - (6,800) 78,000 -
on 5 Dec 2011
Grant of Conditional Share Awards 1,708,090 - (263,030) (5,000) 1,440,060 -
on 25 Apr 2012
Grant of Conditional Share Awards 660,000 - (660,000) - - -
on 16 Jul 2012
Grant of Conditional Share Awards 175,000 - - (10,000) 165,000 -
on 5 Oct 2012
Grant of Conditional Share Awards 1,868,364 - (620,788) (985,915) 261,661 -
on 4 Dec 2012
Grant of Conditional Share Awards - 176,000 - - 176,000 -

on 9 Jul 2013

8,000,856 176,000 (2,552,338) (1,157,797) 4,466,721 -

Weighted Average Exercise Price
(cents per Award) 1.00 1.00 1.00 1.00 1.00 1.00

(g) Conditional Share Awards Contractual Life

The weighted average remaining contractual life of outstanding Conditional Share Awards is 14.5
years (2012: 15.5 years).

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, warehouse and camp container leases in Mongolia in the
amounts of $122,000 for 20183.

Consolidated

31 Dec 2013 31 Dec 2012
Note $'000 $'000

Operating Leases:
Within one year 122 105
After one year but not more than five years _ _
Greater than five years

122 105

(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 2013 31 Dec 2012

Note $'000 $'000
Production Sharing Contract Fees:
Within one year 779 972
After one year but not more than five years 3364 567
Greater than five years B _
1,115 1,539
Minimum Exploration Work Obligations:
Within one year 22,758 17,017
Greater than one year but no more than two years - 7,120
Greater than two years but no more than three years 11,300 B,
Greater than three years but no more than four years 10,299 11,300
Greater than five years _ 112492
44,357 46,679

Prior year expenditure over and above minimum exploration work obligations may be used to reduce
the following year’s obligation. As Block XX expenditure in prior years has significantly exceeded
minimum PSC commitments, the Company has the option to reduce its spending in Block XX until
financial year 2016.

Due to the prior focus on Block XX, cumulative expenditures on Blocks IV and V are currently below
the cumulative minimum PSC commitment by $15.6 million as at 31 December 2013. Arrangements
have been concluded with the relevant authorities on 18 June 2014, which has deferred payments
that are currently due under the PSCs to July 2015.

The work programme planned for the three blocks in 2014 has been largely defined and is planned
to include two new exploration wells, for which drill ready prospects have been identified. However,
the full extent of the work programme will be dependent on the level of capital raised and farm-out
negotiations which are currently in progress. In event that the Company is unable to complete a suc-
cessful farm-out or agree a moratorium with PAM for Blocks IV and V, the Company would have an
obligation to repay the underspent amount of its minimum obligation commitments at the end of the
PSC contract period.

Petromatad Invest Limited and Capcorp can voluntarily relinquish their rights under the PSCs, if the
minimum work obligations are completed.
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(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
subsidiaries listed in the following table:

Equity Interest

2013 2012
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.

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.

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 re-
lated parties for the relevant financial year:

31 Dec 2013 31 Dec 2012
$'000 $'000

Petrovis” subscription for shares in Petro Matad Limited 5,000 -

Petrovis Matad Inc is a major shareholder of the Company, currently holding approximately 33% 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
controlling the activities of the group, in office during 2012 and 2013, are as below:

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

Gordon Leonard Toll Non-Executive Co-Chairperson Resigned 27 January 2012
John Campbell Robertson  Non-Executive Director Resigned 12 March 2012
Sarangua Davaadori Non-Executive Director Resigned 12 March 2012
Douglas John McGay Chief Executive Officer Resigned 30 November 2012

Clyde Robert Evans Non-Executive Director Resigned 20 December 2012

George Edward Watkins ~ Non-Executive Chairperson

Oyungerel Janchiv Non-Executive Deputy Chairperson
Mary Ellen Collins Non-Executive Director

Enkhmaa Davaanyam Non-Executive Director

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 Non-Executive Director

On 31 December 2013, Ridvan Karpuz retfired from his executive role as Director of Exploration,
while continuing on in a role as a Non-Executive Director.

(b) Compensation of Directors

Consolidated
31 Dec 2013 31 Dec 2012

Note $'000 $'000
Short-term employee benefits 1,348 1,950
Post-employment benefits = -
Share based payment expense 584 802
1,932 2,752

(c) Other key management personnel transactions

There were no other key management personnel transactions during the year (2012: Nil).

19 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise cash and short-term deposits classified as loans
and receivables 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 trading in financial instruments shall be undertaken.
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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 in-
strument 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 frade payables within the credit terms allowed and the Group does therefore not incur inter-
est on overdue balances.

The following table sets out the carrying amount of the financial instruments that are exposed to
interest rate risk:

Consolidated

Weighted 31 Dec 2013 31 Dec 2012
Average Int. rate $'000 $'000
Financial Assets

Cash and cash equivalents 4.34% 3,308 4,588
3,308 4,588

Financial Liabilities
Trade and other payables 0% 718 873
718 873
Net exposure 2,590 3,715

Sensitivity Analysis

If the interest rate on cash balances at 31 December 2012 and 2013 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 cur-
rencies other than USD. These transactions comprise operating costs and capital expenditure in the lo-
cal 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 in-
dividual transactions.

The following significant exchange rates applied during the year:

Spot rate at the

Average rate balance date
usb 2013 2012 2013 2012
Mongolian Tugrug ("“MNT”) 1 1,523.27 1,358.86 1,659.34 1,392.10
Australian Dollar (“AUD”) 1 1.03730 0.96600 1.12690 0.96410
Great British Pound (“GBP”) 1 0.64020 0.63110 0.60650 0.61880

Sensitivity Analysis
A 5% strengthening/weakening of the MNT against USD at 31 December 2012 and 2013 would not
have a material effect on profit and loss or on equity.

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 instru-
ment 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 2013 31 Dec 2012
Note $000 $'000

Financial Assets
Cash and cash equivalents 7 3,308 4,588
Trade and other receivables 310 49292

Net exposure 3,618 5,010

[ee]

Impairment Losses
None of the Group’s receivables are past due at 31 December 2013 (2012: 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 unacceptable losses or risking damage to the Group’s reputation.
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The Group’s objective is to ensure that sufficient funds are available to allow it to continue its explo-
ration activities.

The remaining contractual maturities of the Group’s and parent entity’s financial liabilities are:
Consolidated
31 Dec 2013 31 Dec 2012

Note $'000 $'000
6 months or less 718 873
6-12 months - -
1-5 years = -
over 5 years = -
718 873

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 2013

Level 1 Level 2 Level 3 Total
Financial Assets
Trade and other receivables - 310 - 310
Total - 310 - 310
Financial Liabilities
Trade and other payables - 718 - 718
Total - 718 - 718

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 concern 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 con-
sists 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 Mongolia and operations of the company.

The Group is not subject to externally imposed capital requirements.

21 EVENTS AFTER THE REPORTING DATE

The Directors of Petro Matad have agreed a number of measures to preserve cash resources. In
particular, the Non-Executive Directors have agreed unanimously that for the 6 month period, April-
September 2014, they will forgo their usual director fees and in lieu of a cash fee will receive Condi-
tional Share Awards. In addition, the Executive Directors and certain employees at their own volition
have also opted to sacrifice a portion of their salary to participate in the same Conditional Share
Award programme.

The Conditional Share Awards have been issued under the Company’s existing Group’s Plan on 23
April 2014, The Conditional Share Awards will vest on 1 October 2014 and participants have a
maximum of 1 year to exercise these awards for an exercise price of $0.01 per Petro Matad ordinary
share. An aggregate of 5,229,255 Conditional Share Awards have been awarded and the table
below sets out the 3,675,536 Conditional Share Awards that have been issued to the Company’s
directors.

Director Number of Conditional Share Awards awarded in lieu of fees
George Watkins 830,634
Oyungerel Janchiv 498,380
Enkhmaa Davaanyam 498,380
Philip Vingoe 498,380
David Skeels 498,380
Ridvan Karpuz 498,380
Amarzul Tuul 58,834
John Henriksen 294,168

The Board has also implemented a number of structural changes to the operational structure of the
Company, with resources being focused on a core team to support the technical studies associated
with the farm-out effort, maintain relations with government and maintain the financial and administra-
tive governance of the Company. The Company continues to enjoy the support of its largest share-
holder in these efforts which are expected to result in significant reductions in monthly running costs.

On 18 June 2014, as agreed with the relevant authorities any payments due under the PSCs for
Blocks IV and V prior to mid-2015 will not be payable until July 2015.
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22 AUDITORS” REMUNERATION

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

Consolidated

31 Dec 2013 31 Dec 2012
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 entity in the consolidated entity 85 96
- other services in relation to the entity and any other entity in the
consolidated entity - -
85 96
Amounts received or due and receivable by auditors other
than Deloitte for: 26 33
- an audit or review of the financial report of subsidiary entities - -
- other services in relation to the subsidiary entities
26 33
111 129

23 OTHER INFORMATION

Registered Office:

Victory House
Douglas

Isle of Man
IMT 1EQ

DIRECTORS
DECLARATION

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

In the opinion of the Directors:

(a) the financial statements and notes of the Group give a true and fair view of the consolidated
entity’s financial position as at 31 December 2013 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, mandatory professional reporting requirements and other authoritative pronounce-

ments of the International Accounting Standards Board; 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

y%_/

John R Henriksen
Director
30 June 2014
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INDEPENDENT AUDITOR’S REPORT

Deloitte

Deloitte Touche Tohmatsu
ABN 74 490 121 060

Woodside Plaza

Level 14

240 St Georges Terrace
Perth WA 6000

GPO Box A46

Perth WA 6837 Australia

Tel: +61 8 9365 7000
Fax: +61 9365 7001

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

We have audited the accompanying annual financial report of Petro Matad Limited (the Company), which
comprises the consolidated statement of financial position as at 31 December 2013, 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 as set out on pages 44 to 81.

Directors’ Responsibility for the Financial Report

The Directors are responsible for the preparation and fair presentation 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 ethical 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.

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

Liability limited by a scheme approved under Professional Standards Legislation.

Member of Deloitte Touche Tohmatsu Limited

Deloitte

Opinion

In our opinion, the consolidated financial report presents fairly, in all material respects, the consolidated
entity’s financial position as at 31 December 2013 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 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 $7.498 million (2012: Loss of $12.155
million) and experienced net cash outflows from operating activities of $6.141 million (2012: $10.991
million) for the year ended 31 December 2013. These conditions, along with other matters as set forth in
Note 2(c), indicate the existence of a material uncertainty that may cast significant doubt about the
consolidated entity’s ability to continue as a going concern and therefore, whether it will realise its assets
and extinguish its liabilities in the ordinary course of business.

ﬂt/“#/c %adr ﬁ,{,,‘,ﬁq

DELOITTE TOUCHE TOHMATSU

Chris Nicoloff
Partner

Chartered Accountants
Perth, 30 June 2014
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