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BOARD OF DIRECTORS

Enkhmaa Davaanyam Ridvan Karpuz
Chairperson Chief Executive Officer (CEO)
Ms. Enkhmaa is the CEO of Petrovis Group, Mongolia's largest Mr. Karpuz has over 25 years' experience in petroleum industry with proven oil finder skills. He joined
fuel supplier. Ms. Enkhmaa has over 19 years of international ex- Petro Matad as the CEO in October 2015. Previously, Mr. Karpuz was the Exploration and Operations
perience in fiinancing and risk management of mining, infrastruc- Director for Petro Matad in 2012 and 2013. After his departure from His executive role in 2014, Mr. Kar-
ture and energy projects. She serves as Deputy Chair of Board puz stayed on the Board as a Non-Executive Director while he worked as the Exploration and Reservoir
of Directors of Petrovis Group since 2011 and was appointed Manager for DNO International in Tunisia. Earlier, Mr. Karpuz siorked for Austrian listed integrated oil
as the CEO in August 2013. Prior to joining Petrovis Group, Ms. and gas company, OMV, where he spent 5 years as an Exploration and Reservoir Manager working in
Enkhmaa worked as Managing Director at Macquarie Group for Iran, Yemen and Tunisia. He has worked for Norsk Hydrof Norway and Endeavour Energy UK & Norway
over 10 years, responsible for risk management in the energy in various roles from expert structural geologist to exploration team leader working in a wide spectrum
sector in the United States. of offshore and onshore basins worldwide. Mr. Kappuz has a proven track-record of establishing success-

ful exploration and subsurface teams and working in remote and frontier regions. Mr. Karpuz has a BSc
in geological engineering degree from Dokliz Eylul University, Turkey and Cand. Scient geology degree
from University of Bergen, Norway.
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Dr. Oyungerel Janchiv

Non-Executive Director

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

John Rene Henriksen
Chief Financial Officer (CFO)

Mr. Henriksen has 35 years' of experience in the international oil ihdustry and in April
2012 assumed the role of CFO for the Petro Matad Group, based in Ulaanbaatar. Prior to
this he was the Country Manager for Salamander Energy’'s Indonesian operations. Prior
to Salamander, Mr. Henriksen worked in senior financial roles for VICO, ENI, LASMO, and
Hudson'’s Bay Oil & Gas, ultimately being responsible for all aspects of financial manage-
ment, reporting and internal control. A substantialgportion 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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Timothy Bushell

Non-Executive Director

Mr. Bushell is a qualified geologist with more than 30 years' experi-
ence in the oil and gas industry. He has worked at British Gas, Ultra-
mar, LASMO, and Paladin Resources. Most recently Mr. Bushell was
Chief Executive Officer at Falkland Oil and Gas Limited and Director/
co-founder of Core Energy AS. He is currently serving as a Non-Exec-
utive Director on the Board of Rockhopper Exploration PLC and as a
Director with Point Resources AS and Redrock Energy Limited.

Amarzul Tuul
Executive Director of the Petro Matad Mongolian subsidiaries

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

Your Directors submit their report for the year end-
ed 31 December 2016.

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

Directors

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

*  Oyungerel Janchiv

*  Enkhmaa Davaanyam

*  Philip Arthur Vingoe (Retired 10 March 2017)

*  Amarzul Tuul

* John Rene Henriksen

®* Mehmed Ridvan Karpuz

*  Timothy Paul Bushell (Appointed 10 March 2017)

Principal Activities

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

Review and Results of Operations

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

The net profit after tax for the Group for the 12
months ended 31 December 2016 was $10.90 mil-
lion (31 December 2015: Loss $0.19 million).

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

PETROMATADLIMITED | 13
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Changes in State of Affairs

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

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

On 28 April 2016, the Company received an Exit No-
tification from Shell's Affiliate that advised they were
triggering their option under the farm-out agree-
ment to exit Blocks IV and V PSCs, with immediate
effect. Following Mongolian Government approval
after the period end, the Company’s working inter-
est in both PSCs have reverted to 100%.

Significant Events after Reporting Date

On 1 Feb 2017, following the withdrawal of Shell’s
Affiliate from Mongolia, $5 million was received
from the Affiliate, which was in relation to an agree-
ment that such amount would be paid upon receipt
of Mongolian government approval for the reas-
signment of Blocks IV and V interests back to the
Company which was received on 15 December 2016,
with the Protocol of Assignments signed on 18 Janu-
ary 2017.

On 24 March 2017, 197,500 shares were issued to
Directors and employees upon exercise of options
under the Group’s Long Term Equity Incentive Plan
(Plan), with an exercise price per share of GBP0.11.

On 24 March 2017, 75,000 shares were awarded to a
Director upon exercise of options under the Group's
Plan, with an exercise price per share of GBP0.0788.

On 24 March 2017, 16,000 shares were awarded to
a Director and employees upon exercise of options
under the Group's Plan, with an exercise price per
share of GBP0.1975.

On 24 March 2017, 141,000 shares were awarded
to employees upon exercise of options under the
Group's Plan, with an exercise price per share of
GBP0.0888.

On 8 May 2017, the Company announced a Private
Placement/Convertible Note arrangement with Ber-
gen Asset Management, LLC (Bergen), which pro-
vides staged private placements of up to $43.20 mil-
lion worth of new ordinary shares in the Company
and a convertible instrument with a nominal value
of $2 million. The staged private placements will oc-
cur over a period not exceeding 15 months and the
value of each tranche will range between $1.2 mil-
lion - $3 million per month, the precise amounts be-
ing subject to mutual agreement.

On 11 May 2017, the Company issued 5,651,951
commencement and collateral shares to Bergen as
part of the initial closing under the Private Place-
ment arrangement.

On 16 May 2017, the Company received $1,235,000
from Bergen as the first tranche and collateral shares
payment.

On 13 June 2017, the Company issued 9,507,963
new ordinary shares to Bergen in relation to the first
tranche payment.

On 14 June 2017, the Company received PSCs ex-
tension approvals from MRPAM for Blocks IV and V.
These extensions are for two years to 29 July 2019. A
further extension of two years is allowed under the
PSCs. The agreed financial commitments for obtain-
ing the extensions are $5 million for Block IV and $2
million for Block V.

On 21 June 2017, the Company received $1,200,000
from Bergen for the second tranche payment.

Dividends

No dividends have been paid or are proposed in re-
spect of the year 2016 (2015: Nil).

Future Developments

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

Indemnification of Officers and
Auditors

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

Environmental Regulation

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

DIRECTORS' REPORT

environmental regulation in respect of its operating
activities.

Auditors

Bentleys (WA) Pty Ltd, being eligible, has indicated
its willingness to continue in office.

Rounding

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

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

yM/

John R Henriksen
Director
29 June 2017
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Petro Matad has an extensive onshore licence position (60,500 km?) in
three petroleum blocks. Blocks IV and V are in a regionally proven play,
with virgin undrilled frontier acreage in West Central Mongolia. The 2016
financial year was a busy and exciting one for the Company, as it brought
Petro Matad to a stage of being ready to drill wildcat exploration wells in
Blocks IV and V in 2017.

Our 2016 work programme focused on high grading basins and maturing
prospects to drillable targets, and building a diversified drilling prospect
portfolio in Blocks IV and V. Our objective is to generate significant share-
holder value through our upcoming drilling programme. Our exploration
strategy is focused on “play-based” exploration by systematically de-risk-
ing and high-grading prospective basins with geological and geophysical
studies by introducing state of the art exploration techniques. In addition
to our wildcat exploration drilling campaign, the Company intends to ac-
quire 300 km? of 3D seismic in the Tugrug Basin in Block V, where the TSC-
1 core hole has already proved a working petroleum system by recovering
live oil, to de-risk prospects and to generate drillable targets. This will be
the first time 3D seismic will have been acquired in this region and the
results are expected to generate additional prospects with higher chances
of success for our upcoming drilling campaign in 2018.

As this area of Mongolia has never seen exploration drilling for hydrocar-
bons, the wells will not only be play and basin openers for our blocks, but
also for an entire geographic area of the country.

The exit of Shell’s Affiliate from Blocks IV and V (which followed Shell’s
acquisition of BG Group) did not alter Petro Matad's work programme
plans as the exit payments made by Shell funded all planned activities
during the year.

Farmout Process

In November 2016, the Company embarked on a
farmout campaign. The Company is of the view that
sharing the risk of frontier exploration is a prudent
approach for conserving existing funds and access-
ing additional funds, which will also allow for a more
comprehensive exploration effort to fully explore the
Company's vast frontier acreage. Significant interest
has been shown by potential partners in the farm-
out campaign. The farmout process continues and,
at the time writing, a number of companies remain
engaged in discussions that could result in an agree-
ment. Almost universally, parties that have visited
Petro Matad’s virtual and physical data rooms have
expressed very positive views on the technical as-
pects and prospectivity of our blocks. However, new
country entry is always a substantial hurdle for any
potential farmout partner and that is a principal fac-
tor resulting in their internal review processes to take
significantly longer than for opportunities where
they already have a presence in the country.

Financing Flexibility

To ensure that Petro Matad is well financed in the
event a farmout is not concluded on a timely basis,
the Company investigated several financing oppor-
tunities and, on 8 May 2017, entered into an agree-
ment with Bergen Asset Management, LLC (Bergen)
which, in the Board’s view, offered the most attrac-
tive package. The agreement provides staged private
placements of up to $43.20 million worth of new
ordinary shares in the Company and a $2 million
convertible instrument. The staged private place-
ments will occur approximately monthly, over a
period of up to 15 months, with the value of each
tranche ranging between $1.2 million - $3 million per
month, the precise amounts being subject to mutual
agreement. The funding provided by the agreement
with Bergen provides the Company with the finan-
cial flexibility to enable it to carry out its 2017 and
2018 work programmes. It is important to note that
the Bergen facility may be cancelled at any time by
the Company and, if appropriate under the circum-
stances, this would be an option that the Company
would consider if or when a farmout is concluded.

The funds from each tranche are received prior to
the issuance of the new shares for each tranche.

On 15 June 2017, the Company announced that
the Mineral Resources and Petroleum Authority of
Mongolia (MRPAM) had formally approved an ex-
tension of the exploration period for the Blocks IV
and V Production Sharing Contracts (PSCs), for 2
years each, until 29 July 2019. A further two-year
extension is provided for in the PSCs, which the
Company will be eligible to apply for in early 2019.
With funding secured and the commencement of
the drilling programme in the near term, the Com-
pany is poised to enter a new and exciting chap-
ter in its history, especially given the exploration
potential of our blocks. The following points from
the PETEX conference presentation made by Petro
Matad in November 2016, reinforces this point.

*  With the incorporation of the results of the
data acquired during the 2015-2016 explora-
tion work program (including the acquisition of
1660 km of 2D seismic and 11,000 km? of Full
Tensor Gradiometer & High Resolution Aero-
magnetic data), the Company has significantly
upgraded its prospective basin portfolio. The
current data coverage in the Company’s acre-
age has revealed 12 prospective basins and this
is likely to increase as further work programme
activities, including seismic acquisition, are un-
dertaken in the future. Therefore, excellent po-
tential for discovering material hydrocarbon
volumes exists within the Company's acreage.

® Regional petroleum basin modelling and play
evaluation work has addressed 6 key basins
where the data coverage is currently more com-
plete; these are: Biger, Shal, Baatsagaan, and
Baidrag in Block IV; and Taats and Tugrug in
Block V. The other basins (which only have sparse
data coverage) that make up the remainder of
the 12 prospective basins are: Delger, Bayant-
sagaan, Khangai, Orog, Khovor and Guchin-Us.

* The Company'’s in-house estimates of undiscov-
ered petroleum resources initially in place, as de-
termined by its exploration team and consultants
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following the interpretation acquired datasets
in Blocks IV and V, show potentially generated
hydrocarbons using the play and basin analy-
sis method on the 6 high-graded key basins of
circa 90 billion barrels of oil in the Upper Juras-
sic-Lower Cretaceous play, which is the proven
and producing petroleum system in Mongolia.
The volume of potentially trapped oil ranges
from 9 to 23 billion barrels of Stock Oil Initially
in Place (STOIIP), assuming trapping efficiencies
of 10% to 25%. Further upside potential exists
in the deeper Permian-Jurassic play, which is
analogous to the prolific systems in the western
Chinese basins. The remaining six other sub-ba-
sins and other areas with limited data coverage
will be the focus of future new seismic acquisi-
tion to determine their prospectivity potential.

*  The Company'’s play and basin focused explora-
tion strategy has enabled the Company to build
a portfolio which contains a wide range of ex-
ploration opportunities. This diversified basin
portfolio approach has provided the framework
for a spectrum of leads and prospects with dif-
ferent risk and reward factors, to be developed.
The result is that the Company has an extensive
drill-ready high impact prospect portfolio for the
upcoming 2017 drilling campaign and beyond.

2016 and 2017 Work Programme Sum-
mary

The 2D seismic acquisition programme that com-
menced in 2015 and was completed in 2016 was
designed to: 1) improve basin-scale definition over
the greater Baatsagaan trend of central Block IV, and
2) elevate data coverage to prospect-scale for drill
target definition over two priority areas - the Taats
Basin of Block V and the high-graded Baidrag Gra-
ben of Block IV.

The first phase of the seismic programme in Block
IV was completed in December 2015, with 1085
kms of high quality data being acquired. The re-
sults were encouraging and led to the discovery of
the attractive Baidrag Graben trend, which was the
focus area of the 2016 seismic infill programme in
Block IV, which after a winter break was acquired in

May 2016. Operations then moved to Block V with
seismic acquisition commenced in June 2016 where
256 km of seismic were acquired for targeting and
developing leads as well as to pinpoint possible well
locations in the Taats Basin.

Since completing the seismic acquisition pro-
gramme in August 2016, the Company has been
primarily focused on interpreting data to develop a
leads and prospects portfolio, several which are now
drill-ready.

The Company completed its tender processes for a
drilling rig and related services and on 31 May 2017,
awarded a Letter of Intent (LOI) to Sinopec Mongolia
LLC (Sinopec). The formal signing of the drilling con-
tract is expected in the very near future. Sinopec has
initiated preparation processes for commencement
of rig mobilization.

The key work programme activity that is planned
over the remainder of 2017 is to drill two wildcat
exploration wells and to acquire approximately 300
square km. of 3D seismic over the Tugrug Basin in
Block V. Details on the specific drilling targets will
be provided by announcements to the market prior
to spudding the wells. The 3D Seismic programme
is designed to acquire data over the Tugrug Ba-
sin, which is in a remote area 600 km southwest of
Ulaanbaatar, in Block V. The main objectives of the
3D survey are to de-risk/high-grade drillable pros-
pects and understand further upside and play po-
tential in the basin. The currently identified leads
and prospects in the basin were defined on 2D seis-
mic acquired in 2010, 2011, and 2013.

It should be noted that the Tugrug basin is struc-
turally complex and the 2D interpretation leaves a
high level of uncertainty regarding fault linkage and
trap definition, which the 3D survey is expected to
resolve and further identify the stratigraphic traps
which are now proven to be most prolific produc-
ing trap styles in similar lacustrine basins. The target
formations are in the late Jurassic-early Cretaceous
fluvial-lacustrine Mega-Sequence. Drilling of the
most optimal prospect is planned in 2018.

In relation to Block XX, in April 2016 the MRPAM

provided a one-year moratorium covering the calen-
dar year 2016, which froze the obligations that would
have normally been incurred, while at the same time
extending the current license period to July 2018.
The moratorium has enabled the Company to focus
on the Blocks IV and V work programmes in 2016,
while providing additional time to seek interested
partners in exploring the highly prospective Block XX
acreage.

Governance

During the period, the Company also strengthened
the Board with the addition of Timothy Bushell as
a Non-Executive Director. Mr. Bushell is a highly ex-
perienced public company director in the UK as well
as a trained Geo-scientist. Tim's exploration back-
ground and capital markets experience will reinforce
the Board’'s commercial and technical expertise as
the Company enters an important period in its de-
velopment.

HSSE

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

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

The Company is deeply focused on environmental
protection. This was evident during the seismic ac-
quisition programmes in 2015 and 2016. To ensure
both legal compliance when working near protected
areas and to minimise all adverse environmental im-
pacts, detailed environmental and cultural sensitiv-
ity field studies by specialist consultants were also
commissioned. No environmental complaints were
received during any of the Company's field activities.

Community Relations

The Company takes its responsibilities in community
engagement and relations very seriously. In advance
of any work programme activity being undertaken,

DIRECTORS’ STATEMENT

the Company obtains approval from MRPAM and
then invites them to join Company representatives
on trips to local communities to present the planned
activities. In addition to meeting local government
officials, community relations efforts will also nor-
mally include town hall meetings where questions by
local residents are answered. Company representa-
tives will also meet with herders who may be in prox-
imity to planned operations.

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

Outlook - a busy period moving the business to-
wards exploration drilling.

2017 has already started well with the de-risking
of the balance sheet through the equity financing
agreement with Bergen, as well as the agreement
with Sinopec for a drilling rig. Looking ahead we are
anticipating finalising the drilling contract and mo-
bilising the rig out to location on Block V in Q3 2017
and spudding the well in September 2017. Following
this first well, we then expect to move directly to drill
the second well. Both the wells are fully funded from
existing resources and we will be announcing details
of the drill targets ahead of the commencement of
the campaign.

We look forward to updating shareholders regularly
as to our progress with our drilling campaign and
other corporate developments.

Conclusion

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

Board of Directors
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TY3-UMH rMlYYOQUUH

Metpo Matag Hb 3x rasap 6Galpnantan epreH yysam
Tanbawir xamapcaH 3 Tanbang (60491 km2) ra3pbiH TOCHbI
XaWryynblH Tycrali 3eBLUOOPANNAT 333MWA3r. byc HyTruiiH
X3MX33HZ, 6aTtnargcaH nasnTan, raxasd XanryyabiH LLOOHOT
epemgex bairaaryi GpoHTMP (CyAanraaHbl erergen
6aratai) bora-IV, OHru-V tan6ai Hb MOHron OpHbl TeB
X3CTUAH 6apyyH emMHez 6ONOH ©eMHe[ X3C3IT OPLUMHO.
2016 OHbI CaHXYYIMIAH XM MaHa KOMMAaHUIH XyBbJ, aXKu
VXT3, ONOH YWA ABAAJ ©PHOCeH >XWi oKX eHrepnee.
Yump Hb MeTpo Matag 2017 oHg 1V, V Tanban pg3sp
XaWryynbliH TYAryyp LLOOHOTYYAbIT epemMaexeep 631Tranas
6a3aaraaz baiiHa.

BuaHuin 2016 oHbl xeTenbept TycraracaH axiayys Hb
HacceliHyyablH  33P3MIVIAr - axuynax, NpPOCneKTyyAbIr
HapwliBUNaH  CcyAamk — epemaexes  63n3H  6onrox,
WHracH33p 1V, V Tanbaiig epemaexes 6313H 0N0H TOPANIAH
MPOCMNeKTyyAbIr  aryyacaH nopTtbenninr 6uin  60AroxXoz
TOBNOPCOH. buaHwii 30puaro 601 OAOOTMINH TeNeBOX
baliraa epemaiervinH axsbiH xeTenbepeep AamxyynaH
TYC KOMMaHWMH XyBbliaa 333MLWMWIYA3S TOAOPXOW YH3
LSHWUWT aB4Ypax fBAan toM. BUAHWIA xalryynbiH cTpaTteru
Hb XaWryy/iblH XaMrMiAH OPYMH YEWUNH  A3BLUMATIT
apryyabir almriacaH reoaoru, reopusvkuiiH cyganraaraap
3PCAINYYANNIT CUCTEMTINMISP OyypyysxK, raspbiH TOCHbI
X3TUAH TeNeBTaW 6acceViHyyAblH 33P3MIIMAT - axuynax
“Nnsng  cyypuncaH” xauryyn tom. XaWryynblH Tyaryyp
LLOOHOTUWT ©pemMAexviiH 33paruy3d 6ug V  TanbaiH
TerperuiiH 6accerHg 300 kM2 Tanbawr xamapcaH 3 XamM>K33CT
UAYUPXUANNUAH  Cyianraa XUMXasp Tenesiex 6GalHa.
TerperuiiH 6accenHy ypbs Hb ©PEMACOH CTpaTUrpaduinH
TSC-1 A33>KHUIA LLOOHOTOOC aBCaH YeMOr A33XKWUHJ TOCHbI
TON160 (aMbg, TOC) TOFTOOTACOH ABAAN 60 TYYHUIA AOTOPX
neTposieyMbIH CUCTEM axuanagar 6onoxbir 6atanx banraa
oM. Vimg 3 XaMdkaacT  UMUMPXUWAIVIAH - CyAairaaHbl
rOJ1 30pPWIr0 Hb MPOCMEKTYYAbIH TOC aryynaaryi 6avix
IPCAINYYAMIT Byypyynax, TYYHUNIH ©pemAex L3ryyAuir
HapuBYNaH TOFTOOXOZ OPLUMHO. DHIXYY CyAasnraa Hb dH3
6YC HYTIMINH X3MX33HA XUArAdK 6aliraa XaMruiiH aHxHbl
3 X3MXK33CT YNUNPXUMNINIAH CyAanraa 6oox berees 6w

/ANBAH BYC OPHYYAI'A/

3H3 aX/IblH Yp AYHr33p TyxaliH 6acceiHz LUMH33P ONOH
TOOHbI MPOCMEKTYYABIT MAPYYAHI X3M33H Hangax 6aiHa.
TyyHunaH 2018 oHa TerperwiiH 6accelHz rynuaTraxasp
Tenesnex bGallraa epeMANeruiiH axJblH TOC WIPYY/3X
aMXWUATBIH BONOMX Hb ©HAep 6aix GOAHO Tr3A3rT 6ua
3pranzaxryr 6anHa.

MOHFON YNCbIH 3H3 X3C3IT HYYPCYCTOPOrUUH XauryynbiH
LLOOHOTMIT epemMaex barraaryi yump 34rsp LOOHOryys
Hb MaHal xauryynblH Tanbawg 6aviraa nnsri 60a0H
6accenHyyAbIr OHIOMATOX LLOOHOT 60004 30rCOXIyin TyC
YACbIH rasap 3yWH 3H3 Galpnanbir NeTponeymMblH Xanryyn
Tanaac Hb H33X Orex 4yxan ay XoJ60rgoNToN LOOHOTYyYs,
60110X oM.

Lennniin canbap komnaHu (LWenn Hb BwXwu rpynnbir
Xysanaax aBcHbl gapaa) IV, V tanbarraac rapcaH 6010BY
3H3 Hb [leTpo MaTagblH aX/blH xeTenbepT AMap H3raH
6angnaap Heneeneeryn 6onHo. Llenn komnaHu Hb
r3pP33  UyuancaHTa XonbooTol Tenbepyyaunr  Xuinx
GapargyyncaH Tyn TyxallH >XWUAj4 TeneBneceH GancaH Oyx
XKYYABIH CAHXYY>XUATYYA XUATACIH.

®dapmayT yun axuanaraa

2016 oHbl 11-p capg KOMMaHu Hb GapmayTblH KamnaHUT
@XKJIbIT 3XNYYACIH. KoMmaHuiH y33x byliraap ¢dpoHTup
XauryynbliH 3pca3nmiir  6ycaaTtali  xyBaaauax 3amaap
6yypyynax Hb OJOOrMIH 6alraa CaHXyyrumH 3x YyCB3P33
XagranaH yazax, Laalnaaz HIMINT CaHXYY>XUATTIN 600X
Mall yxaasnar apra 3am 6ereeg WHracHasp 6wz 3H3 ToM
TanbariHyysaa 6ypaH CyAnax 30pUATroop XanryyiblH ©preH
LLap XYP33Tal aXKyyAbIr aBU X3P3rKyy/13X 6010MXKTON 600X
toM. PapmayTbiH KamMaHWT axblH XYP33HA 6010MXKUT
TYHLUYYAUAH 3Yr33C COHMPXI00 MX33P WA3PXMIAIXK BaliHa.
®apmayT yWn axuinaraa YpraoikuiacsdH x3B33p 6Haliraa
6eree 3HIXYY M3AIMAAMAT BUUMK ByIA Ar 3H3 Lar Meuuns
H3/133, X3Z3H KOMMaHW BUASHTIA Apura X331L33 XMINCIP
Gairaa ragrvir Aypabs. DAr33p COHWPXOrY TanyyAblH asb
H3IT3M Hb rap33 Hawiryynax 60s0MXK BUIA r3A3MT UTFATIN
6anHa. [MeTpomaTaZ KOMMaHWIAH M3A33MIUAH BUpPTyan

60/I0H 6OAWT ©pPOeSHYYA3L 30UMACOH COHMpXOry 6yp
TanbaHyyAblH TEXHUKWUIH  Y3YYA3AT, X3TUWAH TONBUIAH
Tasaap Mall 3epar 6anp cyypbrai H6annaa. MCIH X3aMin Y
a/vBaa yAcaz WWH33P VI axuanaraa sxayyaH3 r3Asr X33334,
Arry faBaa bangar Tyn H60A0MXWUT dapmMayT TYHLIMUIAH
XyBbf, U MOH [JOTOOAAOO LUMHXWX AYTH3X MPOLLECC Hb
YN axwunnaraaraa X34WMH33 ABYyAZar yaC OPOHTOW Hb
XapbLlyynaxag xamaaryi ypT xyrauaa Laapgax 6aiHa.

YaH xaTaH CaHXYYXXUANT

®apmayTblH  I3p33  30PbCOH  XyrauaaHg —XWWrgasryin
TOXMOAAONA Y KOMMAHUWH CaHXYY>XXUATUIT  XaHranTTam
Garnrax Hexueanir Bypayynsx yyaHsac MNetpo Mataz Hb
CaHXYY>XUNTUIAH X34, X3A3H XyBUNOapYyabIr CyAanx Y3334
TY3-bIH TULYYA CaHXYYXXUATUMAH BarublH XaMruiiH TaaTan
Hexuenunir bapreH Accet MeHexmeHT XXK (“BapreH”)
caHan 60AroCoH XaM33H y3c3H Ty 2017 oHbl 5-p capbiH 08-
Hbl ©18P TYYHT3¥ r3p33 6anryyncaH. JH3Xyy rIpasHUA aaryy
43,200,000 xypTanx am.gosnapTtalt TIHLIXYAL, XIMXKIIHUMN
3HMMIH XyBbliaar ye LaTiantaraap WWH33p raprax erex
6erees MeH 2,000,000 am.ponnapbiH AYHT3M xepBeger
CaHXYYIUIH X3P3rcavir raprax ©0J0MXTON. XyBbliaaHbl
WwaTtancaH apwixaa Hb epeHxuigee 15 cap Xypranx
XyrauaaHg cap byp sBargax 6ereez cap TyTMbIH 6arLbiH
AyH Hb 1.2 cas am.gonnapooc 3 cas am.goanap XypTan banx
tom. VIHraxz33 TyxaiH capblH YHUIAH AYHT TanyyA XxapuauaH
36BLUMLCOHUIA  YHACIH 93P  TOXUPHO.  bapreHTsn
GairyyncaH 3HaXyy CaHXYY>XWATUAH r3p33 Hb KOMMaHWA
2017, 2018 oOHbl ax/blH XxeTenbepee  X3P3rKYY/3X
CaHXYYIMMH ysH XaTaH Hexueauir 6y 6oarox 6aiHa.
DHaxyy bapreHunit caHxyy>KUNTUIr KOMMaHWMH 3yrasc X3333
Y Lyusaax 3pXTaA rIATVAT Aypaax Hb dyxan oM. X3pas
dapmayTbIH rap33 baliryyncaH TOXMOAAONA SHI 3PX33 SANX
6onomxTol. XyBblLaaHbl 6ary, Oypuir rapraxbiH ©MHe
KOMMaHW TyXaliH 6arLbiH CaHXYY>XXUATUWT XyN33H aBHa.

MoHron yncblH ALWIUIT ManTMan ras3pblH TOCHbI raspaac IV,
V tan6aiiH byTaaraaxyyH xyBaax rapa3 (BXI)-HuWin xaliryysbiH
Xyrauaar Tyc 6yp 2 xwun3sp 6yroy 2019 oHbl 7-p capbiH 29-
HUI eapuiAr XypTan anbaH Ecoop CyHracaH Tyxail KOMMnaHu
2017 oHbl 6-p capblH 15-Hbl 646p HUIATIA M3A33NCIH. BXT-
HA, TIP33HUI Xyrauaar AaxuH XO8p >KWU33P CyHrax 3aant
OpPCOH 6a KOMMaHW Xyrauaar faxuH XO&p >XKWUI33P CyHrax
XycanT33 2019 oHbl 3x33p raprax 60NOMXKTON.

CaHxyyxunt 6aTtanraaxcaH, ©pemMANeruiiH xeTtenbep
yAaxryid axnsx rax Gairaa, MeH MaHal TanbaliHyyablH
XalryynblH MoTeHuManbir  H6OA0ALOX Y3B31 KOMMaHM
©6PUIAH TYYX3HA33 Mall COHVMPXOATON HIMH  XyYAChIr
coxex balHa rax xamk 6onoxoop baliHa. PETEX 6ara xypan
433p MeTpo MaTtagblH TaBbCaH UATMANUH Aapaax 3ynayys,

[33pXmIr BaTanraaxyymk 6yn. YyHa:

. 2015, 2016 oOHyysah XWWArACIH XaWryynblH aJblH
xeTenbepuinH XypasHA (YyH4 1660 Tyyw KM 2 X3MK33CT
YNUNPXUANANIAH cyganraa, 11,000 KM2-T XUArACIH BypaH
X3MX33CT rpagvoMeTpuinH  60MI0H araapaac  X3MXC3H
©HAep HapuvIBUNANTal COPOH30H OPHbI M3Z33/13/1 OPHO)
LYTyyncaH M3AUMIAH VP AYHTYYAUIAT XaMpyyacHaap
KOMMaHW Hb X3TWUIH TeneB Byxuii HacceiHbl NopThenoo
M3J3TAIXYNAL, X3IMXKIIHZ ©PrexKyyK Camxkpyymk yagcaH.
Tyc KOMMaHW Hb ©epUiiH Tanbal A33pX 0f00rMINH Haiiraa
ereranyy4 433p33 TyaryypaaH 12 6accerHbir WapYyA334
baiiraa 6erees, CENCMUH X33PWUIH  XIMXKUAT  33p3r
ONIOH axyyabir 6artaacaH UaalwablH XeTenbepyyauir
X3P3ANKYYA631 MPI3AYNAA 3H3 TOO ©Cex Maragnantai om.
WiimMa Tyc KOMMaHWiH TanbarHyys A33p WX X3IMXKIIHUR
HYYPCTypTOpery napyysnsx eHaep 6onomx 6aliHa.

. MeTponeymblH 6acceliHbl pernoHasb 3arBapusian
60JI0H NASNAT YHINIX aXKNYYZ Hb ©reraneep apam niyy HArt
XyuuracaH 6 6acceiH A33p TeBAGPCOH. SAraspa3ac burap,
LWan, baauaraaH, baaparviniH 6acceliHyys Hb IV Tanbaiig,
Taau, TerperuiiH 6acceiiHyys Hb V Tanbaig xamaapHa.
12 6acceiiHbl ynacaH 6 baccediH Hb (ereraneep cupar
xyuuracaH) [Aanrap, basHuaraaH, XaHran, Opor, Xeesep,
T'YUnH-YCbiH bacceliHyys tom.

. IV, V Tanbairaac o/ aBcaH M3A33/13/, ereraiyys
[33p XWIACOH Talnan A3sp TyAryypaaH TyC KOMMaHWIH
XauryynblH 6ar 3eBAOXYYANINHX33 XaMT KOMMaHUAH AOTOOZ
TOOLLOOT HI33rg33ryl baipaHjaa Galiraa neTposieymMbiH
aHxgary Heel, [A33p XWX rapracaH. VIHrxgss nnsi
60/10H BacceiHbl 3aANaH WWHXUATIIHUIA aprbir X3P3MIH
33parnan axucaH 6 ron bacceriHyyaas yyccaH Haiixk 6o10x
HYYPCTOPOrUMAH X3MXK33T TOOLLOX Y33X34, OMPOJIL00roop
90 Tapby™m bappenb Toc 4334 HOpa — gooa LiapanintH nasig,
YYCCOH 6anx 6onomxTol 6aliHa. DH3 M3l Hb MoHron
yncaz 6atnaracaH, 0n60paoNT XMIATANK By neTponeymbiH
cuctem oM. XypaaryypT bapwurgax yagamxuiir 10%-aac
25% rak y3Ban xypaaryypT bapwuracaH 6ainx 6010MXKTOM
TOCHBI 333/1XYYH Hb 9-e6C 23 Tapbym Happenb baipaHzaa
bairaa TOCHbl aHxgary Heel, (STOIIP)-nitH XOOpOHA
X3163133K 6aiHa. YyH33C ragHa XatadblH 6apyyH X3CrviiH
HacceliHyyaz 3AWAH 3aCrviAH alumnrtaii onbopaoraox 6y
neTpoNeyMbiH CUCTEMT3M H3M3H aawn lMepm — HOparuiiH
MA3M AOTOP HYYpPCYCTOperyuiiH noTeHuuan Laalunaaj,
bairaa tom. 12 6acceliHbl ynacdH 6 6HaccelH 600H
ereraneep xapblaHryn bara xyuurgcaH tanbaiiH 6ycag,
X3CTUIMH X3TUIAH TONBUAH MOTEHLMabIT TOAOPXOWIOX Hb
NPI3AYAL XUIATAIX CENCMUIAH X33PUIAH X3MXKUATYYANUIAH roN
30puaro 600X oM.
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. KomnaHnwiiH  nnsi 6onoH HacceliHa TeBAepceH
XaWryynblH CTpaTern Hb OWA3HA ©preH Lap Xypa33Tan
XauryynbiH 6onomxyyabir  6artaacaH noptden  yycrax
6ONIOMXKUIAT  ONroXK BalriHa. DH3Xyy OJIOH XyBuabapbIr
6artaacaH nopTdeNniiH apraunan Hb eep eep 3pcAsn
60/IOH AL XYPTIIMXKUAH dakTopyys GyXui ONOH TOOHbI
LaaLumng XerKyyasx i, MpocneKTyyabir TOrToOX YHAICIN
6015k erceH. YYHWUI yp AyHA TYC KOMMNaHW Hb npx baliraa
2017 oH 6ONOH TYYH33C Uaall ryWUdTrIX epemanerniH
AXWUAJ LWaapAnaraTal, dyxan HeneeTsn epemaexes 6313H
NPOCMeKTyyAblH Xarcaaatta 6o01100.

2016, 2017 oHbI aXxk/IbIH XeTenbepuiiH
TOUM

MaHar komnaHuiiH 2015 oHg 3xanx 2016 oHA ayycracaH 2
X3IMXKIICT YNUNPXMUANANIAH CysanraaHbl xetenbep He (1) IV
TanbaiiH TeB X3CarT opLmnx baalaraaHbl rargsx H31334 TOM
TOrTUBIr 6acCeMHWI TYBLUMHA, CalXpyynaH TOAOPXONNOX;
(2) V TanbanH TaaublH 6accerH 6osoH IV Tanb6arH
BangparniniH rpabeH rax nayyTanrasp COHMpPXOr4ox baricaH
XOEp rasapT erergMinH Xy4uat, TOPAOAbIT MPOCMeKTbIH
TYBLUHWI X3MXX33HJ, XYPTI/ HArTapLUyyaaH, epemM TaBux Lar
TOrTOOX 30PUATTOMIOOP 3arBapynaricaH tom.

YnunpxuinnniiH - cyganraaHbl  XeTenbepuiiH  3XHWUI  ye
wat IV tanban g33p 1085 Tyyw kM Malw 4aHap caiTan
M34330130 uyrayyncHaap 2015 odbl 12-p capg ayycraBap
601COH. YYHUI Yp AYH Hb BUASHA MaLl UX ypam 30pUTHUIAT
ery, A33p AypAcaH aHxaapan TaTtaxyny, banapar rpabaHuiir
WNPYYACIH HOM. DH3 Hb Ljaallnaaz eBAUH Typ 30TCONTbIH
fapaa 6yroy 2016 oHbl 5-p capaac 3x/13H XWWrAcaH IV
TanbalH YMUNPXUNNANIAH CyAanraaHbl ron TeB Hb Hannaa.
YyHui gapaa 2016 oHbl 6-p capg yvn axunnaraar V 1anbaiH
TaaublH HacceliH pyy LWWMKYYA3H, 256 KM CelcMUnH
ereranvnir NUAAYYAVIAT TOAOPXOMAOX, 33P3MNINNIAT axmynax
6010H epemaer TaBbX 60NOXYNML, LI3TYYANAT TOL0PXONN0X
30PUATOTONTOOP XIMKCIH.

VIMHXYY YNUMPXUANAWIAH CyaanraaHbl M3A333/1 Lyrayynax
xetenbep 2016 oHbl 8-p capa AyyccaHaac XouL 6ug onx
aBCaH M3/33/13/1 13333 Talnan XK, N4, NPOCNeKTYyAbIH
noptden rapraxaz TEBNSPOH axuanacaH 6erees sAraspaac
3apVIMbIT Hb ©POMASX TYBLUMHA aBUpaaz HaiHa.

TyyHunsH epemaner 6070H YYyHT3l x0n600TON  BYX
YUANUMAMI3M  Y3YY/3X  TycnaH  TYWUSTIrYMIAT  COHIOH
Wanrapyynax TeHAEpPUWH YA axuanaraar amKunTTan
ayycrad CvHonek MoHronva XXK-g Letter of Intent bytoy
rap33 banryynaxbir 3aBgax bariraa Tyxan magargavir 2017
OHbl 5-p capblH 31-Hbl ©Aep XYPryyacaH. ©pemanernitt
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r3p33 TYH OMPbIH XyralaaHs 3yparaaxaap Xyn33raak 6aviHa.
CVHOMEKMIAH 3Yr33C OPMUIAH LlaMXarviAr HyyAraxX ax/bir
IXNYYNIX BINTIIN axkiaa xaHrax bairaa.

2017 oHbl YAACIH XyrauaaHg Tesnesnex Oyn ax/blH
XOTeN6epPUIRH TON X3C3Ar Hb XaWryyablH Tyaryyp Xoép
LoOHOT epemaex, MeH V TanbaiH TerperviiH baccevHz
onponuooroop 300 kM2 razapT 3 XaMXK33CT YNUNPXUNANANIAH
cypanraa Xuux axnayys tom. LlooHoryyabiH 6alipiabiH
Tanaapx TOLOPXON M3ZAINNMAT ©POMANIer 3X/IIXIIC OMHO
HUITZ, XYPrax 60AHO. XapuH 3 XaMXK33CT YNUMPXUNNINIAH
cyjanraaHbl XyBbj, 3B3n YnaaHbaaTtap XoTooc 6apyyH
yparw 600 KM-WIiH 3aiig, ancnaraman TerperviiH baccertg,
XWNAX33P TONOBAOCOH. DHIXYY 3 XIMXKIICT YNUNPXUANNNIAH
CyAanraaHbl ro 30pUAr0 Hb ©PeMANer TaBbX O6ONOXYML,
NPOCMeKTYYAbIH 3PCANNIAT Byypyynax Oyroy 33p3rnaanir
axuynaxas, MeH TyXallH CaB rasap eLee TOM X3M>XK33Tdi
6aiix, OHA00 N3 Halx 3CIX 33P3r LaallAblH 6ONOMXKYYAbIT
onnroxo opluHo. Tyc caB rasapT ofooruiiH 6angnaap
ToAopxonnorgoos banraa aning, npocnektyys 2010, 2011,
2013 oHyysaA XWWArACIH 2 X3MXKIICT  YNUUPXUANAWIAH
cypanraanyys A33p Tyaryypnacan 60Ho.

TerperuniiH 6acceliH Hb CTPYKTYp OYTUWMIAH XyBbj TYH
I3APIITIN yump 2 X3IMXKIICT Talnan f33p Xarapayyabir
XON60X, Xypaaryypyyabir HapuiiH Aypcasx 33par Hb A33p
Malll XYHAPIATIM GalArvIAr 3HA Aypaax Hb 3yWMTIN. XapuH
3 X3MXK33CT UYMUUPXUWNAWIAH Cyfanraaraap 3H3Xyy Cyn
Ta/bil apuaraag 30rcoxryi ctpaturpadbiH Xypaaryypyyzabir
NApYyAdX GONOMXKTONM Tk y3dK 6ainHa. CrpaturpadbiH
Xypaaryypyys Hb WXWA TOCT3M HYYypPblH OPUMHZ YYCCIH
TyHaMan XypACblH GacceliHyyaaZ XamruiiH yp awurran
XypaaryypyyabiH X3B Masr 600X Hb TOrToof00s baiiraa
tom. Ok 6atnaxbir 30pbX 6yl AaBXapryys Hb XOXyy
FOpa-3pT LspaniiH yeninH ronbiH 6010H HyypbiH OPYMHZ,
YYCC3H TyHaman XypAcblH Mera CekBeHL, oM. XaMruiH
OHOBUYTOW K COHTOCOH MpocnekTbir 2018 oHA epemaex
TonesnereeTan banHa.

XX TanbaH xyBbz r3B31 [a3pblH TOCHbI raszpaac 2016
OHbl 4-p caps H3r XWIMAH xyrauaatan 2016 oOHbIr
Xampyy/icaH MopaTopuyMmblr 6HatancaH 6aliraa. 3H3 Hb
2016 oHA Buenyynax écton HaricaH yypar xapuyunaryyabir
30rCOOCOH Oytoy XeNAeeceH rICaH yr 6erees WHracHIP
TycCra 3eBLUOSPANIAH XYUNHTIN Xyrauaa 2018 oHbl 7-p cap
XYPT3/1 CyHrargcaH. OH3 MopaTopuyMbIr aBcHaap 6ug 2016
oHg IV, V TanbaiiH axsblH xeTenbept aHxaapsiaa GypaH
TOBNOPYY/IX OONOMXKTON 60JCHOOC rajHa MaHal 3H3
eHAep noteHumantan XX Tanbaiig xaMTpaH Xauryyn Xuiix
COHVPXOITON TYHLUWIAT XaiX ONOX Xyrauaar 4 ypracracaH
oM.

3acarnan

TanaHT xyrauaaHbl yeap KOMMAaHu Hb Tum bBywennwir
xapaat 6yc 3axupnaap TY3eBnengee ancyynsdz 6GaiHa.
Tum 60on Nx Bputann Ymapg WpnangbiH HaracaH BaHT
Yncaz XxyBbliaa rapracaH KOMMaHWUWH yaMpAnarag matl mx
TypLunara XypyMTAyyncaH HIraH 6erees 63ATrarAcaH reo-
LUMHXKA3X yXaaHbl M3PraxuaTaH tom. KomnaHu eepwitH
XOMKANMHXOO Uyxan ye LaTaHz WUAKUH OpX ByW 3H3 Lar
vea TUMUWIAH XalryynbliH M3PraLW, XOPOHTVUNH 3aX 333/IMIAH
M3A13r Typliara TY3-uiiH caHXyyruiiH 6010H TEXHUKUIAH
3KCNEePTUINIT yNaM 3y3aaTtrax Hb AaMXKUITYIA HOM.

XAB3ABO

TY3-eec KOMMNaHWIH YA axuanaraar TOrTMO CamKpyysiax
30PWATOOP X3P3MKYYAAIT YN ABLbIH XYP33HA KOMMAHWIH
XepenvepuinH atoynryi 6angan, Spyyn axyw, bauran
OPYHbI MEHEXXMEHTUINH CUCTEMUIAT BYP3IH X3aMXK33HA ONoH
YACbIH ra3pblH TOC, GalraaviiH XWWAH YWAABIPAITYAMIAH
xon6ooHbl (IOGP) yanpaamxuiiH garyy 6yTauTtaii 6oiroos
6aiiHa.

AnvBaa ocibir ONOH YACBIH Ta3pblH TOC, 6GalranviiH
XVUAH YANABIPASTYANAH XONOOOHbBI YANPAAMXKUIH zAaryy
Wwanrax, bypTrax, aHrungar 6erees 3H3 Tanaapx M3433/131,
CYpram>uiir yanpanarbiH XAHaATblH axKuanaraaHbl XypasHZ,
6ycaaTai xyBaanuaar.

KomnaHwiH 3yraac 6aiiranb OpuYHbIr Xamraanax acyyaans
WX33X3H aHxaapan XxaHayyngar rgar Hb 2015, 2016
OHbl  UNYUPXUANNUAH  CyAanraaHbl  X3IMXKUATUAH YIS
aXwinaraaHbl yes HOTIOTACOH. Xamraanantrai rasap
HYTIMIAH OMpPONL0O axuanax 6anxgaa Xyyab 3pX 3yWH
XIPIMKUATUWAT XaHrax 60JIOH Gairasb OpPUMHZ Yupyyak
6on30Wryii anmBaa ceper HeNeenvinr baracraxblH Ty
6alirasib OpPYMH, COENbIH ©BWIAH 3M33r BalAbIH X33PUH
cysanraar MapraxxaniiH 3eB16X KOMMaHWyyAaap XVRAracaH.
KoMnaHWiiH Xx33puiiH  yiin  axuanaraaHbl yes 6aliranb
OPYMHTOW XONBOOTON fMapBaa H3I3H FOMAOJ rapaaryi
60nHo.

ONOH HAUTUWH XapuiLaa

KomnaHm 010H HUATUIH 0PONLL00, XapuJiLaaTali Xxo1600ToM
XapuyLiaraa mMall dyxang y3aar. Komnanv smap 4 axsibiH
XOTONOOPUINH YN axuanaraar X3p3arKyy/dX33C33 eMHe
AWMIT ManTMas raspbiH TOCHbI ra3paac 3eBLUEepesn aBjar
6erees Tyc banlryynnarbiH TeNeenerygmiir OpoH HyTrMnH
VPra434 TONeBASCOH YN axKnanaraar TaHULyynax asnang
KOMMaHWH TeNeeNerynaTaii HargaH OpOJILOXbIT ypbAar.
OpOH HYTTWMIAH 3acar 3axvpraaHbl anbaH TylaanTHyyATawn
YYN3anT XUAX33C raiHa HUATMUNH XOrKui, OpoH HYTrMIAH

TY3-WIAH TALLYYAUIAH M33MA3N

XaMTbIH aXKuiaraaHbl XeTeNH68PUINH XYPI3HZ OPOH HYTIAH
VPr3AVIH acyynTaHZ Xapuynax Yynsantbir TyxailH CyypuH
raspblH 3axupraaHbl 6avipaHg xuingsr. MeH KoMnaHWnH
Teneeneruns YW axwanaraa sByynaxaap TeN©BNECEH
TanbaliZ OMpOoLLOO aMbiapaar ManunaTam yyn3ant XMnH2.

KoMnaHu eHrepceH >KUAyyA34 — X3P3rKYY/AC3H — ONOH
TOPANNH YN axkuanaraaHgaa oNOH HUATUAH A3IMXKASTUAT
Yypramk aBy baicaH 6erees axung caag yupyynax 3Cxyn
OJIOH HWWTWUIT XxaMapcaH HOLTOM acyyzan YyC33ryi. DH3
Hb KOMMaHWWH Gaxapxax 3ynn 6erees yyHuirss baiHra
6aTaTraxblH Te66 Wapryy axuanax banHa.

Np33ayiiH TeneB - yiin axunnaraar xaiiryynbiH
OPOMANSeT XUIX3Z, UNTAYYICIH aXKWUN UXTIN, 3aBryii ye.

2017 oH 6uAHWIA XyBbA X34 X3A3H TaaTa yin ssanaap
3X3NC3H.  YyHA  B3preHTsit  caHXyyXunTuiH — rapa33
GaiiryyncHaap  KOMMaHWMAH  CaHXYYrWAH  T3HLB3PTIN
6alianbiH 3pcadnnir Byypyyax 4YahcaH; MeH epemgner
XWUANM3X  axblH - Tyxang CUMHOMEKT3M  TOXVMPOLOOHA
XYPC3H 33prunir gypaba. Laawnaag 6ua epempaneruiid
r3P33r 3U3CA3H Banryynk epMuiiH TOHOr Texeepemuinr V
Tanbaw f33px epemanernini usr pyy 2017 oHbl 3-p yanpang,
3eex aBaayunH, 2017 oHbl 9-p caps epemaneree 3xayynsx
TeneBnereeTdn 6GalHa. DXHWUWA LLOOHOTUIF epeMACeHul
fapaaraap lWyyA XOép JAyraap LOOHOTWUIAr epemMAex
aXWung Opoxoop TOOLLOONICOH. XOEp LIOOHOMUIAT XO&ynaHr
Hb OAOOrWNH 6alraa CaHXYYrMnH 3X YYyCB3p33p OypaH
CaHXYYXyynsx 6a 6ug epemanerniiH TanaapxX TOAOPXOM
M3A33IIMAT KAMMAHWUT XKW 3X13X33C OMHe raprax 60Ho.

bua epemMaseruinH axsblH SBL, KOMMaHWTan Xon6ooTol
6ycaz, M3A33MINIAT Lar Tyxalz Hb XyBbLiaa 333MLUNMYNAADD
Xypraxz4ss 6aspran 6anix 60aHO.

AyrHant

SU3CT Hb X3N3X34 TY3-UMH 3yr3sc >XWIUNH Typl ypam
30pUI, XWY33A 3YTFINTIA  aXWaNaX WPCIH  TeXHUKWUIAH
60NIOH TEXHUKMIH BYC axuaTaH, axuanarcagaaa tanapxax
byriraa WA3PXUANIXUIAT XyCaxk 6alHa. MeH KommnaHWiH
YA axwanaraar yYprask — A3MXKMX  MPCIH  XyBbL,@a
333MLUNIYNAADS Tanapxax byriraa Uisapxuiiabe.

TY3-uliH euwyyd
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RIDVAN KARPUZ

EXPLO RATI 0 N Chief Executive Officer

L -

JUSTIN TULLY

Exploration Geologist

KURT CONSTENIUS
Chief Geophysicist

. A '
D. BUYAN-ARIVJIKH

Exploration Geologist

ANDREW BARNWELL SARAH PARKER
Consultant Petroleum Consultant Interpretation
Geologist Geophysicist

E. BOLOR
Exploration Geophysicist
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PETRO MATAD TEAM

BRUCE BARRIE
Drilling Manager

B. OCHIRBAT

Reservoir Engineer

Z. KHISHIGSAIKHAN

Junior Drilling Engineer

MASSIMO QUARCHIONI
Sr Operations Geologist

T. BATBILEG

Intern - Geophysicist
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T. AMARZUL

Executive Director HSSE AND CSR

JOHN HENRIKSEN

FI NAN CE Chief Financial Officer

B. DENDEVCHULUUN J. CHINSANAA

Advisor Community Liaison Officer

B. TAMIR

Chief Accountant

B. OYUNCHIMEG A. BUREN-ERDENE

Senior Accountant Community Liaison Officer

U. BUYANDELGER

Environmental Officer

N. SOLONGO

Accountant

B. BAYARMAGNAI
HSSE Officer

Ts. NARMANDAKH

Intern - Accountant
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SUPPORT
FUNCTIONS

B. PUREVKHUU

IT Supervisor

[ A A — -

T. KHONGORZUL

Corporate Manager

E. GERELMAA B

Procurement Coordinator

G. GANTUYA

Administrative Coordinator

D. NARANTSETSEG

Permits

PETRO MATAD TEAM

S. BYAMBASUREN

Journey/Logistics Supervisor

. S. BATGEREL
. Driver

JOHN JOHNSTON
Operations Support &
Supply Chain Coordinator

B. OTGONBAYAR
Field Driver

S. BAYASGALAN

Driver

PETROMATADLIMITED | 31
ANNUAL REPORT 2016



HEALTH, SAFETY,
SECURITY AND
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Petro Matad remains demonstrably committed to
best practice in health, safety, security and envi-
ronmental (HSSE) management for the benefit of
all stakeholders. Petro Matad's assets are located in
remote frontier locations of Mongolia. In this oper-
ating environment, it is essential to have fit for pur-
pose HSSE support to be able to operate safely and
with minimum impact on the environment. Safety of
our people, our communities and the environment
is our priority on all our activities. Petro Matad cul-
tivates and implements a safety and environmental
awareness culture not only within the Company but
with the contractors involved with our projects and
activities.

Health, Safety, Security and Environ-
mental Management System (HSSE MS)

Petro Matad’s Health, Safety, Security and Environ-
ment Management System (HSSE MS) has been
continuously updated with reports, information and
statistics from operations in 2016.

The HSSE MS is designed to provide practical and re-
al-time support for our operations by enabling quick
and reliable access to Mongolian legislations and in-
dustry standards. The HSSE MS is explicitly aligned
with /SO14001 Environmental Management System
Guidelines, OHSAS 18001 Occupational Health and
Safety Management System Guidelines, the Interna-
tional Association of Drilling Contractors (IADC) and
American Petroleum Institute (API) guidance where
appropriate. Clear definition of standards, compe-
tence assurance, efficient and open communication
and record keeping lies at the heart of our HSSE
MS. We operate a proactive HSSE observation pro-
gramme not only to identify unsafe acts and con-
ditions but also to identify best practice in all our
operations. Information from the observation pro-
grammes is actively combined with monitoring and
learnings from incidents. The process ensures effec-
tive quick corrective actions are taken as well as the
identification of root cause preventative measures.
All incidents are investigated, recorded and classi-
fied according to IOGP guidelines and learnings are
shared through the management review process.
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In order to improve the implementation and control
mechanisms in complying with legal requirements,
we have also established a reference data base on
environmental legal laws, regulations and acts.

Operations

Petro Matad is committed to support the building
of industry capacity for Qil and Gas Exploration in
Mongolia. In early 2016, Petro Matad continued with
the seismic acquisition programme in Blocks IV and
V, which commenced in 2015 and was successfully
completed in August 2016. Petro Matad continued
to work closely with the seismic contractor to estab-
lish and maintain minimum requirements of IOGP’s
432 Managing HSE in a Geophysical Contract stan-
dards prior to commencement and during the field
operations. The contractor's management personnel
demonstrated commitment to achieve compliance
and as part of its continual improvement during the
course of the acquisition programme the contrac-
tor made significant investment in people, systems
and equipment to ensure operations were execut-
ed to the standard Petro Matad required. Prior to
the commencement of all exploration activities, the
Company organizes “Kick off” meetings at which
time representatives from all stakeholders attend.
This meeting is important in ensuring awareness, ex-
tending knowledge and encouraging participatory
initiatives on environmental related issues.

Consequently, the underlying HSSE performance
showed marked improvement from the previous
year, and efficient and proactive HSSE reporting pro-
vided good information on both leading and lagging

HSSE indicators. The 2016 seismic acquisition survey
was completed without any reportable incidents.

Commitment to Environment

Environmental protection is one of the priority re-
quirements within the legal framework locally, as
well as internationally. It is addressed comprehen-
sively in every aspect throughout all exploration
programme activities. The statutory Environmental
Management Plan (EMP), which we implement every
year for our exploration programme, is developed
in accordance with the recommendations of the De-
tailed Environmental Impact Assessments and within
the legal framework.

The EMP is effective after having been reviewed by
the Mineral Resources and Petroleum Authority of
Mongolia and approved by the Ministry of Environ-
ment and Tourism. The EMP covers not only environ-
mental related issues such as protection, restoration,
offset, displacement, waste and substances man-
agement and monitoring. but also details issues re-
garding collaboration with local people and stake-
holders in terms of socio-economy, and preserving
culture and heritage.

At the completion of the exploration programme,
the implementation of the EMP is evaluated by the
working group appointed by the Aimag’'s Governor,
headed by the Environmental Department Head of
the Aimag. No environmental complaints were re-
ceived from the authorities in 2016 and the EMP
implementation was signed off by the relevant local
authorities.

The following studies were carried out for this pur-
pose: Detailed Environmental Impact Assessment
(2010); Environmental Sensitivity Baseline Study and
Assessment (2015); A Socio-Economic and Commu-
nity Baseline Study (2015); Archaeological and Pale-
ontological Study (2015); Baseline Field Environmen-
tal Study for Exploration Specific Areas of Interest
(2016) and the implementation of an Environmental
Monitoring Programme every year for the annual
EMP.

Based on these studies, we have developed con-
straint maps to avoid and minimize impact on sen-
sitive areas environmentally, culturally and socio-
economically.

HEALTH, SAFETY, SECURITY
AND ENVIRONMENT

PETROMATAD

Petro Matad Group HSSE Policy

Commitment

Petro Matad Group is committed to conducting its activities in a manner that incorporates safety, people's health, security and environmental

protection (HSSE) as core values. To achieve this commitment, Petro Matad Group companies will be guided by the following principles:

Leadership and Integrated Management

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

and facilitate the process where
« appropriate resources will be allocated to implement the strategy; and
« allemployees are made aware of and work in accordance with the established principles on a continuing basis.

Line Management shall integrate health, safety, security and environmental protection principles into the business and shall be responsible for their

implementation and for the achievement of goals and objectives.

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

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

communities.

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

This shall be achieved through a fit for purpose documented Health, Safety, Security, and Environmental Management System (HSSE MS). The HSSE MS

will also seek to incorporate current industry best practice and will be updated through a process of continual improvement.

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

design and planits strategies taking into account relevant trends in legislation and international standards.

Continual Improvement

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

environmental issues.

Communication and Community Relations

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

manner.

Contractor and Worker Competency

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

All personnel shall also demonstrate site competence through successful induction.

All Petro Matad Group staff and consultants, no matter what their position or geographic location, are responsible for their own safety and shall

contribute as an individual and collectively, to health, safety, security and environmental performance.

Implementation, Including Rights and Duties of Workers

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

Working Safely — One Day at a Time

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

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

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

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

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

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

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

Stakeholder Engagement

The core objective of Petro Matad's SP stakehold-
er engagement strategy is to build relationships,
strengthen trust, gain broad-based support and
broaden understanding of the communities in
which Petro Matad is operating, in so doing pro-
viding for effective social risk management. In 2016,
Petro Matad conducted community and stakeholder
engagement ahead of the exploration programme
with the objectives of:

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

* Gaining the support of herders and other
stakeholders for the proposed exploration pro-
gramme;

e Building trust between the project and affected
community members;

e Building a constructive working relationship
with local authorities;

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

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

Petro Matad maintains an effective commu-
nity grievance mechanism to resolve complaints
promptly and appropriately. The grievance mecha-
nism was established ahead of commencing seismic
programme in Block IV in 2015 and continues to this
date for all work programme activities undertaken
by the Company. To-date, no significant grievances
have been recorded.

Social Investment Activities

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

In 2016, under the Company’s Social Development
Policy and Social Action Plans, we implemented the
following projects some of which had already com-
menced in 2015, after consultation with Community
Reference Groups formed in each Soum.

CORPORATE SOCIAL RESPONSIBILITY

Baatsagaan Soum, Bayankhongor Aimag:

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

e Donation of medical equipment to the Soum's
hospital

e Purchase and planting of 500 Aspen trees

Bayantsagaan Soum, Bayankhongor Aimag:
e Contributions towards the building of hay stor-
age facilities

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

Guchin-Us Soum, Gobi-Altai Aimag:
*  Donation of medical equipment to the Soum’s
hospital

Baruun-Bayan Ulaan Soum, Uvurkhangai Aimag:
e Donation of medical equipment to the Soum's
hospital
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Board of Directors and Composition

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

Due consideration is given to the composition of the

Board to ensure:

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

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

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

e Ensuring appropriate executive representation
on the Board

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

e Enkhmaa Davaanyam, Chairperson
(Petrovis appointee)
*  Oyungerel Janchiv, Non-executive Director
(Petrovis appointee)
«  Timothy Bushell, Non-Executive Director
(Independent)
e Ridvan Karpuz, Executive Director
(Chief Executive Officer)
e Amarzul Tuul, Executive Director
(Director of the Company’s Mongolian subsidiaries)
e John Henriksen, Executive Director
(Chief Financial Officer)

Brief biographies of the Directors are set out on
pages 6 to 11. Directors are re-elected at the An-
nual General Meetings on a rotational basis as per
the Company's Articles of Associations.

Whilst the Chairperson of the Board may not fully
meet the definitions of an Independent Chairperson,
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with her experience, skill sets, and independence
from Petro Matad day to day operations, the Com-
pany is confident of her leadership in fostering an
effective corporate governance regime.

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

Board Processes

There is a clear division of responsibilities at Petro
Matad through the separation of the positions and
duties of the Chairperson of the Board and the Ex-
ecutive Directors.

Ms D. Enkhmaa ensures the efficient and effective
functioning of the Board and, together with the
Board as a whole, are responsible to the sharehold-
ers for the proper management, development, lead-
ership and protection of the Company's assets. The
roles of the Board and its Committees include, but
are not limited to, the establishment, review and
monitoring of business and strategic plans, over-
seeing the Company’s systems of internal control,
governance and policies, reviewing and approving
annual operating plans and budgets, and protecting
the shareholders’ interests.

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

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

In 2016, the Board had 2 formal meetings and 2 ad
hoc discussions via teleconference, which were at-
tended by majority of the Directors. The Board and

its Committees are provided with detailed Board pa-
pers in advance of each Board meeting and receive
regular management and financial reports.

Board Committees

The Board has established an Audit Committee, a
Remuneration Committee and a Corporate Gov-
ernance Social Action and Environmental (CGSAE)
Committee each with formally delegated rules and
responsibilities. Management executives and other
individuals are invited to attend all or part of the
Committee meetings as and when appropriate.

Audit Committee

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

Chair
Enkhmaa Davaanyam

Members

J. Oyungerel (appointed 30 May 2016)

Philip Vingoe (retired from the Board on 10 March 2017)
Timothy Bushell (appointed 16 June 2017)

The Audit Committee met once in 2016, to receive
the 2015 Audit Report with the Group's auditors at
the time, Deloitte Touche Tohmatsu. The Audit Com-
mittee meetings are normally linked to events in the
Group's financial calendar, including a review of the
Company's annual and half yearly results, the review
of the internal controls of the Group and ensuring
that the financial performance of the Group is prop-
erly reported and monitored. The Audit Committee
is responsible, inter alia, for:

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

(b) discussions with the auditors before the audit
commences on the nature and scope of the audit

CORPORATE GOVERNANCE STATEMENT

and subsequently reviewing the audit process;

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

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

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

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

On 16 November 2016, the Audit Committee ap-
pointed Bentleys Audit and Corporate (WA) Pty Ltd
(Bentleys) as Group Auditors. Accordingly, the audit
of the Group's accounts for the year ended 31 De-
cember 2016 was undertaken by Bentleys.

Remuneration Committee

The members of the Remuneration Committee in
2016 and to the date of this report are as follows:

Chair
Philip Vingoe (retired from the Board on 10 March 2017)
Timothy Bushell (appointed 16 June 2017)

Members
Oyungerel Janchiv
D. Enkhmaa (appointed 30 May 2016)

The Remuneration Committee evaluates the scale
and structure of remuneration for Executive Direc-
tors, reviews the recommendations for senior man-
agement of the Company, and where appropriate
overviews the broad issues of salary levels for all
employees. The Company’s remuneration policy is
to facilitate the recruitment, retention and motiva-
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tion of employees through appropriate remunera-
tion in line with those prevailing in the market of
similar positions and responsibilities taking into
consideration qualifications and skills possessed.
The Committee also makes recommendations to
the Board regarding employee incentives and re-
wards under the share incentive schemes. The Com-
mittee reviews and recommends a framework for
the remuneration of the Chairman as well as the
Non-Executive Directors fees. The full details of the
Company's remuneration policy and remuneration
of Directors are set out in the Remuneration Report
on pages 46 to 51.

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

The members of the CGSAE Committee in 2016 and
to the date of this report are as follows:

Chair
J. Oyungerel (appointed 30 May 2016)

Members

D. Enkhmaa (appointed 30 May 2016)

Philip Vingoe (appointed 30 May 2016 and retired from
the Board on 10 March 2017)

Timothy Bushell (appointed 16 June 2017)

The CGSAE Committee among other things: regular-
ly reviews the Company'’s corporate governance and
system of internal non-financial controls; assigns
responsibilities for health, safety and environmental
matters and community liaison; reviews the applica-
tion of the Company’s social action policies and en-
vironmental policies and supervises the preparation
of various reports in respect of these aspects of the
Company's activities.

Internal Controls

The Board has responsibility for the Group’s systems
of internal controls and for reviewing their effective-
ness. The internal controls systems are designed
to safeguard the assets of the Company, ensure
compliance with applicable laws and regulations
and internal policies with respect to the conduct of
business and the reliability of financial information
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for both internal use and external publication. The
Board has delegated to management the imple-
mentation of internal control systems and reviews
policies and procedures through regular updates
from management. A budgeting process is in place
for all items of expenditures, and an annual budget
is approved by the Board. In accordance with Board
Approved Delegation of Authorities, all major ex-
penditures require senior management approval at
the appropriate stages of each transaction. Actual
versus budgeted expenditure data and the Compa-
ny's cash position is reported to, and monitored by,
the Board on a monthly basis. In 2016, management
continued to enhance 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 in-
ternal controls operating throughout the year were
adequate and effective.

Risk Management

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

Financial Risks

e Bank Default

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

e Financial risks — inflation, exchange rates etc.

Government/Statutory Risks

e Expropriation of PSC

e 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, FCA)

Operational Risks

e Lack of sufficient success in next exploration
programme

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

*  Work programme risk — improper well design
and others

*  Contractor risk — equipment failure

Health, Safety, Security and Environmental Risks

e Natural disasters/health epidemics

e Environmental damage

*  Accidents in workplace

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

Management Risks

*  Management effectiveness

*  Project management/operational efficiency
e Loss of key staff

Business Conduct and Ethics
Extractive Industries Transparency Initiative (EITI)

EITI is a global initiative in which extractive indus-
tries, governments and civil society, all work togeth-
er for greater transparency. Improved financial trans-
parency of extractive industries operating in country
would enable governments to better manage its
natural resource wealth for the benefit of a country’s
citizens. Mongolia is one of the countries compliant

CORPORATE GOVERNANCE STATEMENT

with the EITL Therefore, the Company’s Mongolian
subsidiaries have cooperated with the government
in this respect and participated in the transparency
report prepared by the Mongolian government.

Anti-Bribery and Corruption Policy (ABCP)

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

Insurance

The Group maintains insurance for its Directors and
officers to protect against liabilities in relation to the
Company's operations.

Share Dealing Code

The Company has adopted a Share Dealing Policy
for dealing in ordinary shares by Directors and em-
ployees which is in line with the new Market Abuse
Regulations that came into effect on 3 July 2016.

Shareholder and Investor Relations

The Board remains committed to maintaining com-
munication with its shareholders. The Company
maintains a website for the purpose of improving
information flow to shareholders as well as poten-
tial investors. All press announcements and financial
statements as well as extensive operational informa-
tion about the Group's activities are made available
on the website. Enquiries from individual sharehold-
ers on matters relating to their shareholdings and
the business of the Group are welcomed through
the Company’s website and other methods of com-
munication. Shareholders are also encouraged to
attend the Annual General Meeting to discuss the
progress of the Group. The Company has also en-
gaged FTI Consulting in 2017 to enhance investor
relations.
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REMUNERATION
UNAUDIT

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

The Remuneration Committee has been comprised of the following members during the year and
until the date of this report. Directors were in office for this entire year unless otherwise stated.

Philip Arthur Vingoe (Chairperson) (Retired 10 March 2017)
Timothy Paul Bushell (Chairperson) (Appointed 16 June 2017)
Oyungerel Janchiv

Enkhmaa Davaanyam

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

Remuneration Policy

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

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

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

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

The Committee determines the policy for, and scope of, pension arrangements for any 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

Directors, and any payments made, are fair to the individual, and the Group, that failure is not rewarded and that
the duty to mitigate loss is fully recognised.

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

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

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

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

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

The Committee gives guidance to the executive management in setting the levels of remuneration for the Group.

The Committee reviews the ongoing appropriateness and relevance of the remuneration policy.

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

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

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

(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 2015 and 2016, are as below:

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

Oyungerel Janchiv Non-Executive Director Resigned as Chairperson 1 August 2015
Enkhmaa Davaanyam Non-Executive Chairperson Appointed as Chairperson 1 August 2015
Philip Arthur Vingoe Non-Executive Director Retired 10 March 2017

Amarzul Tuul Executive Director

John Rene Henriksen Chief Financial Officer

Mehmed Ridvan Karpuz Chief Executive Officer Appointed as CEO 1 October 2015
Timothy Paul Bushell Non-Executive Director Appointed 10 March 2017

(b) Compensation of Directors

Consolidated
31 Dec 2016 31 Dec 2015

Note $'000 $'000
Short-term employee benefits 1,402 864
Post-employment benefits _ -
Share based payment expense 177 143
1,579 1,007
Consolidated

31 Dec 2016 31 Dec 2015

Directors $'000 $'000
Oyungerel Janchiv 39 45
Enkhmaa Davaanyam 66 47
Philip Arthur Vingoe 39 35
Amarzul Tuul 230 196
John Rene Henriksen 337 330
Mehmed Ridvan Karpuz 691 211
Total 1,402 864

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

Directors are not entitled to termination or retirement benefits.
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(c) Shareholdings of Directors and their related parties

Balance at 31 December 2015 or if applicable Balance Acquired Options & Balance as at
at the date of resignation as at and Awards 31-Dec-15
01-Jan-15 (Disposed) Exercised

Directors

Oyungerel Janchiv 18,308,686 - 996,760 19,305,446
Enkhmaa Davaanyam 3,891,640 - 996,760 4,888,400
Philip Arthur Vingoe 500,000 - 996,760 1,496,760
Amarzul Tuul 472,500 - 58,834 531,334
John Rene Henriksen 263,030 - 820,228 1,083,258
Mehmed Ridvan Karpuz 620,788 70,000 1,255,421 1,946,209
Total 24,056,644 70,000 5,124,763 29,251,407
Balance at 31 December 2016 or if applicable Balance Acquired Options & Balance as at
at the date of resignation as at and Awards 31-Dec-16

01-Jan-16 (Disposed) Exercised

Directors

Oyungerel Janchiv 19,305,446 - - 19,305,446
Enkhmaa Davaanyam 4,888,400 - - 4,888,400
Philip Arthur Vingoe* 1,496,760 - - 1,496,760
Amarzul Tuul 531,334 - - 531,334
John Rene Henriksen 1,083,258 - - 1,083,258
Mehmed Ridvan Karpuz 1,946,209 - - 1,946,209
Total 29,251,407 - - 29,251,407

*Philip Arthur Vingoe retired from the Board of Petro Matad Limited on 10 March 2017.

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

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

(e) Conditional Share Awards holdings of Directors

REMUNERATION REPORT [UNAUDITED]

For the year ended Balance Granted Options  Options  Balance Not Vested Vested
31 December 2015 as at as Exercised Lapsed as at & &
01-Jan-15 Remu- 31-Dec-15 Not Exercisable
neration Exercisable
Directors
Oyungerel Janchiv 475,000 - - - 475,000 - 475,000
Enkhmaa Davaanyam 150,000 - - - 150,000 - 150,000
Philip Arthur Vingoe 150,000 - - - 150,000 - 150,000
Amarzul Tuul 608,500 - - - 608,500 - 608,500
John Rene Henriksen 100,000 - - - 100,000 - 100,000
Mehmed Ridvan Karpuz 75,000 - - - 75,000 - 75,000
Total 1,558,500 = = - 1,558,500 = 1,558,500
For the year ended Balance Granted  Options  Options Balance Not Vested Vested
31 December 2016 as at as Exercised Lapsed as at & &
01-Jan-16 Remu- 31-Dec-16 Not Exercisable
neration Exercisable
Directors
Oyungerel Janchiv 475,000 - - 475,000 - 475,000
Enkhmaa Davaanyam 150,000 - - 150,000 - 150,000
Philip Arthur Vingoe* 150,000 - - 150,000 - 150,000
Amarzul Tuul 608,500 - - 608,500 - 608,500
John Rene Henriksen 100,000 - - 100,000 - 100,000
Mehmed Ridvan Karpuz 75,000 - - 75,000 - 75,000
Total 1,558,500 = - 1,558,500 - 1,558,500

*Philip Arthur Vingoe retired from the Board of Petro Matad Limited on 10 March 2017.

For the year ended Balance Granted Awards Awards Balance  Not Vested Vested
31 December 2015 as at as Exercised Lapsed as at & &
01-Jan-15 Remu- 31-Dec-15 Not Exercisable
neration Exercisable
Directors
Oyungerel Janchiv 973,380 498,380 996,760 - 475,000 475,000 -
Enkhmaa Davaanyam 648,380 498,380 996,760 - 150,000 150,000 -
Philip Arthur Vingoe 648,380 498,380 996,760 - 150,000 150,000 -
Amarzul Tuul 561,834 - 58,834 - 503,000 503,000 -
John Rene Henriksen 920,228 - 820,228 - 100,000 100,000 -
Mehmed Ridvan Karpuz 907,041 498,380 1,255,421 - 150,000 150,000 -
Total 4,659,243 1,993,520 5,124,763 - 1,528,000 1,528,000 -
For the year ended Balance Granted Awards Awards Balance Not Vested Vested
31 December 2016 as at as Exercised  Lapsed as at & &
01-Jan-16 Remu- 31-Dec-16 Not Exercisable
neration Exercisable
Directors
Oyungerel Janchiv 475,000 - - - 475,000 475,000 -
Enkhmaa Davaanyam 150,000 - - - 150,000 150,000 -
Philip Arthur Vingoe* 150,000 - - - 150,000 150,000 -
Amarzul Tuul 503,000 - - - 503,000 503,000 -
John Rene Henriksen 100,000 - - - 100,000 100,000 -
Mehmed Ridvan Karpuz 150,000 - - - 150,000 150,000 -
Total 1,528,000 - - - 1,528,000 1,528,000 -

*Philip Arthur Vingoe retired from the Board of Petro Matad Limited on 10 March 2017.
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m I I I I CONSOLIDATED FINANCIAL STATEMENTS

PETROMATAD
Consolidated Statement Consolidated Statement
of Profit or Loss and Other Comprehensive Income of Financial Position
For the year ended 31 December 2016 As at 31 December 2016
Consolidated Consolidated
31 Dec 2016 31 Dec 2015 31 Dec 2016 31 Dec 2015
Note $'000 $'000 Note $'000 $'000
Continuing operations ASSETS
Revenue Current Assets
Interest income 4(a) 40 22 Cash and cash equivalents 7 6,479 5,339
Other income 4(a) 18,849 11,722 Trade and other receivables 8 5,155 822
18,889 11,744 Prepayments and other assets 9 523 812
Expenditure Total Current Assets 12,157 6,973
Consultancy fees (55) (476)
Depreciation and amortisation (226) 97) Non-Current Assets
Employee benefits expense 4(b) (3,280) (2,438) Trade and other receivables 8 ~ 536
Exploration and evaluation expenditure 4(c) (2,464) (7,236) Exploration and evaluation assets 10 15,275 15,275
Other expenses 4(d) (1968) (1,687) Property, plant and equipment 11 783 502
Profit/(Loss) from continuing operations before income tax 10,896 (190) Total Non-Current Assets 16,058 16,313
TOTAL ASSETS 28,215 23,286
Income tax expense 5 = -
Profit/(Loss) from continuing operations after income tax 10,896 (190) LIABILITIES
Current Liabilities
Net profit/(loss) for the year 10,896 (190) Trade and other payables 12 1,352 7,436
Total Current Liabilities 1,352 7,436
Other comprehensive income
Items that may be reclassified subsequently to profit or loss: TOTAL LIABILITIES 1,352 7.436
Exchange differences on translating foreign operations, net of income tax of
SNil (2014: $Nil) e @) NET ASSETS 26,863 15,850
Other comprehensive loss for the year, net of income tax (93) (41)
Total comprehensive profit/(loss) for the year 10,803 (231) EQuITY
Equity attributable to owners of the parent
. . Issued capital 13 106,150 106,150
Profit/(Loss) attributable to owners of the parent 10,896 (190)
Reserves 14 4,109 4,010
Accumulated losses (83,396) (94,310)
Total comprehensive profit/(loss) attributable to owners of the parent 10,803 (231) TOTAL EQUITY 26,863 15,850

Earnings/(Loss) per share (cents per share)

Basic earnings/(loss) per share 6 3.8 (0.1)
Diluted earnings/(loss) per share 6 3.8 (0.1)

The above Consolidated Statement of Financial Position should be read in conjunction with the accompanying notes.
The above Consolidated Statement of Profit or Loss and Other Comprehensive Income should be read in conjunction with the

accompanying notes.
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Consolidated Statement
of Cash Flows

For the year ended 31 December 2016

Consolidated

31 Dec 2016 31 Dec 2015

Note $'000 $'000

Cash flows from operating activities

Payments to suppliers and employees (9,908) (9,359)
Interest received 40 22
Farm-out proceeds 11,659 13,921
Net cash flows provided by/(used in) operating activities 7 1,791 4,584
Cash flows from investing activities

Purchase of property, plant and equipment (676) (183)
Proceeds from the sale of property, plant and equipment 35 3
Net cash flows used in investing activities (641) (180)
Cash flows from financing activities

Proceeds from issue of shares - 81
Net cash flows from financing activities - 81
Net increase in cash and cash equivalents 1,150 4,485
Cash and cash equivalents at beginning of the year 5,339 895
Net foreign exchange differences (10) (41)
Cash and cash equivalents at the end of the year 7 6,479 5339

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

Consolidated Statement
of Changes in Equity

CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2016

Consolidated

Attributable to equity holders of the parent

Other
Issued Accumulated Reserves
capital Losses Note 14 Total
Note $'000 $'000 $'000 $'000
As at 1 January 2015 105,278 (94,313) 4,896 15,861
Net loss for the year - (190) - (190)
Other comprehensive income - - (41) (41)
Total comprehensive loss for the year - (190) (41) (231)
Issue of share capital 13 81 - - 81
Cost of capital raising 13 - - - -
Share-based payments 13,14 & 15 791 193 (845) 139
As at 31 December 2015 106,150 (94,310) 4,010 15,850
Net loss for the year - 10,896 - 10,896
Other comprehensive income - - (93) (93)
Total comprehensive loss for the year - 10,896 (93) 10,803
Issue of share capital 13 - - - -
Cost of capital raising 13 - - - -
Changes in equity (Dissolved PMSL) - 18 - 18
Share-based payments 13,14 & 15 - - 192 192
As at 31 December 2016 106,150 (83,396) 4,109 26,863

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

The financial report of Petro Matad Limited (Company) for the year ended 31 December 2016 was authorised for
issue in accordance with a resolution of the Directors on 29 June 2017.

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

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

Petrovis Matad Inc. is a major shareholder of the Company, holding approximately 32.06% of the shareholding
at the year end of 2016.

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of preparation

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

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

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

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

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

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

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

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

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

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

(c) Going concern note

The financial statements have been prepared on a going concern basis, which contemplates the continuity of
normal business activity and the realisation of assets and the settlement of liabilities in the ordinary course of
business.

The Group generated a profit of $10.89 million (2015: $0.19 million loss) and experienced net cash inflows from
operating activities of $1.79 million (2015: $4.58 million). In addition, as outlined in Note 16(b) the Group is re-
quired to meet minimum exploration commitments in the next 12 months on its PSCs of approximately $8.41
million with further commitments of $21.07 million thereafter.

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

The ability of the Group to continue as a going concern is principally dependent upon a combination of 1 or

more of the following:

*  Being able to draw down a minimum of $22.50 million from the Bergen Private Placement and Convertible
Note agreement.

*  Raising additional equity

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

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

On 8 May 2017, the Company announced a Private Placement/Convertible Note arrangement with Bergen which
provides staged private placements of up to $43.20 million worth of new ordinary shares in the Company and a
convertible instrument with a nominal value of $2 million. The staged private placements will occur over a period
not exceeding 15 months and the value of each tranche will range between $1.20 million - $3 million per month,
the precise amounts above $1.20 million if any being subject to mutual agreement. The funds payable to the
Company as a result of this arrangement will enable it to fund an aggressive work programme, which will result
in meeting all PSCs expenditure commitments if $22.50 million or more is received over the life of the agree-
ment.

On 14 June 2017, the Company received PSCs extension approvals from the MRPAM for Blocks IV and V. These
extensions are for two years to 29 July 2019. A further extension of two years is allowed under the PSCs. The
agreed financial commitments for obtaining the extensions are $5 million for Block IV and $2 million for Block V
over the two year extension period not including the existing commitments.

The Block XX PSC term was extended to July 2018 as a result of MRPAM'’s approval of a one year moratorium
in 2016. Although the financial commitment did not increase as a result of the moratorium, the Group is still
required to spend an additional $21.30 million by the end of the current term in July 2018. The Company is cur-
rently in negotiations with MRPAM to substantially reduce this commitment in exchange for agreeing to restate
the Block XX PSC in accordance with the new Petroleum Law. The Company is willing to consider this since all the
key commercial terms are grandfathered and will not change. The outcome of these negotiations are unknown
at this time.
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The Directors have prepared a cash flow forecast, which indicates that the Group will have sufficient cash flows
to meet all commitments and working capital requirements for the 12 month period from the date of signing
this financial report.

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

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

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

(d) Application of new and revised Accounting Standards

Standards and Interpretations adopted in the current year

The Group has adopted all of the new and revised Standards and Interpretations issued by the International Ac-
counting Standards Board that are relevant to their operations and are effective for the current financial report-
ing period beginning 1 January 2016.

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

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

Standards and Interpretations in issue not yet adopted

At the date of authorisation of the financial statements, the following International Financial Reporting Stan-
dards and Interpretations have recently been issued or amended but are not yet effective and have not been
adopted by the Group for the year ended 31 December 2016:

Effective for Expected to be

ST e e anngal repor'Flng |r.1|t|aII¥ applied in .the
periods begin- financial year ending

ning on or after
IFRS 9 ‘Financial Instruments’ 1 January 2018 31 December 2018
IFRS 15 ‘Revenue from Contracts with Customers’ 1 January 2018 31 December 2018
IFRS 16 ‘Leases’ 1 January 2019 31 December 2019
Annual Improvements to IFRSs 2012-2014 Cycle 1 January 2016 31 December 2016

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

62

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

(e) Basis of consolidation

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

* has power over the investee;

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

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

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

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

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

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

All intercompany balances and transactions, including unrealised profits arising from intra-group transactions,
have been eliminated in full. Unrealised losses are eliminated unless costs cannot be recovered.

(f) Foreign currency translation
Functional and presentation currency

Both the functional and presentation currency of Petro Matad Limited is United States Dollars (USD). The Cay-
man Island subsidiaries functional currency is USD. The Mongolian subsidiaries’ functional currency is 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 settle-
ment is neither planned nor likely to occur (therefore forming part of the net investment in the foreign op-
eration), which are recognised initially in other comprehensive income and reclassified from equity to profit
or loss on disposal or partial disposal on the net investment.

PETRO MATAD LIMITED 63
ANNUAL REPORT 2016



(=1

PETROMATAD

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

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

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

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

(g) Cash and cash equivalents

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

short-term deposits with an original maturity of six 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 recognised when
there is objective evidence that the Group will not be able to collect the receivable. Objective evidence of im-
pairment includes financial difficulties of the debtor, default payments or debts more than 60 days overdue. The
amount of the impairment loss is the amount by which the receivable carrying value exceeds the present value
of the estimated future cash flows, discounted at the original effective interest rate.

(i) Plant and equipment

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

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

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

Derecognition

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

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

(k) Exploration and evaluation assets

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

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

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

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

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre tax dis-
count rate that reflects current market assessments of the time value of money and the risks specific to the asset.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit)
is increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined had no impairment loss been recognised for
the assets (or cash-generating unit) in prior years. A reversal of an impairment loss is recognised immediately in
profit or loss, unless the relevant asset is carried at a revalued amount, in which case the reversal of impairment
loss is treated as a revaluation increase.

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

*  Unexpected geological occurrences that render the resource uneconomic;

e Title to asset is compromised;

e Variations in prices that render the project uneconomic; or

e Variations in the currency of operation.

(m) Trade and other payables

Trade and other payables are initially recognised at fair value. After initial recognition, trade and other payables
are carried at amortised cost and due to their short term nature are not discounted. They represent liabilities for
goods and services provided to the Group prior to the end of the financial year that are unpaid and arise when
the Group becomes obliged to make future payments in respect of the purchase of these goods and services.
The amounts are unsecured and are usually paid within 30 days of recognition.
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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 amortised cost
using the effective interest method. Amortised cost is calculated by taking into account any issue costs, and any
discount or premium on settlement.

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

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

(o) Provisions

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

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

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

(p) Leases

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

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

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

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified as

operating leases. Initial direct costs incurred in negotiating an operating lease are added to the carrying amount
of the leased asset and recognised over the lease term on the same bases as the lease income.
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Operating lease payments are recognised as an expense in profit or loss on a straight-line basis over the lease
term.

(q) Contributed equity

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

(r) Revenue

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

Interest revenue

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

(s) Share-based payment transactions

The Group provides to certain key management personnel share-based payments, whereby they render services
in exchange for rights over shares (“equity-settled transactions”).

The cost of these equity-settled transactions is measured by reference to the fair value at the date at which they
are granted. The fair value is determined by use of the Black Scholes model.

In determining the fair value of the equity-settled transactions, vesting conditions that are not market conditions
are not taken into account.

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

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

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

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

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

Where the terms of an equity-settled award are modified, as a minimum, an expense is recognised as if the terms
had not been modified. In addition, an expense is recognised for any increase in the value of the 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 cancellation, and any
expense not yet recognised for the award is recognised immediately. However, if a new award is substituted for
the cancelled award, and designated as a replacement award on the date that it is granted, the cancelled and new
award are treated as if they were a modification of the original award, as described in the previous paragraph.
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(t) Income tax
Current tax

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

Deferred tax

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

In principle, deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets are
recognised to the extent that it is probable that sufficient taxable amounts will be available against which de-
ductible temporary differences or unused tax losses and tax offsets can be utilised. However, deferred tax assets
and liabilities are not recognised if the temporary differences giving rise to them arise from the initial recogni-
tion of assets and liabilities (other than as a result of a business combination) that affects neither taxable income
nor accounting profit. Furthermore, a deferred tax liability is not recognised in relation to taxable temporary
differences arising from goodwill.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the year(s) when
the asset and liability giving rise to them are realised or settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted by reporting date. The measurement of deferred tax liabilities and assets re-
flects the tax consequences that would follow from the manner in which the consolidated Group expects, at the
reporting date, to recover or settle the carrying amount of its assets and liabilities.

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

Current and deferred tax for the year

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

(u) Earnings per share

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

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

e Costs of servicing equity (other than dividends);

e The after tax effect of dividends and interest associated with dilutive potential ordinary shares that have
been recognised as expenses; and
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e Other non-discretionary changes in revenues or expenses during the year that would result from the con-
version of dilutive potential ordinary shares, divided by the weighted average number of ordinary shares
and dilutive potential ordinary shares, adjusted for any bonus element.

(v) Interest in joint operations

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

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

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

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

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

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

The group accounts for the assets, liabilities, revenues and expenses relating to its interest in a Joint operation in
accordance with IFRSs applicable to the particular asset, liabilities, revenues and expenses.

(w) Significant accounting judgments, estimates and assumptions

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

Any revisions to accounting estimates are recognised in the period in which the estimate is revised if the 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 10% to 120% depending on
the date of the grant.

Recovery of the exploration and evaluation assets

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

Going Concern

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

3 OPERATING SEGMENTS

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

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

4 REVENUES AND EXPENSES

NOTES TO THE CONSOLIDATED
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Consolidated

Consolidated
31 Dec 2016 31 Dec 2015

31 Dec 2016 31 Dec 2015
Note $'000 $'000
(b) Employee benefits expense
Included in employee benefits expense are the following:
Wages and salaries 2,370 1,601
Directors' fees (including Directors of affiliates) 144 175
Consultancy fees 574 557
Share-based payments 192 105
3,280 2,438
(c) Exploration and evaluation expenditure
Exploration and evaluation expenditure relates to the following PSCs:
Block XX = 1
Blocks IV and V 2,464 7,235
2,464 7,236
(d) Other expenses
Included in other expenses are the following:
Administration costs 977 903
PSC administration costs 773 533
Audit fees 81 114
Travel expenses 137 137
1,968 1,687
5 INCOME TAX
Consolidated
31 Dec 2016 31 Dec 2015
Note $'000 $'000

Note $'000 $'000
(a) Revenue

Interest Income 40 22

Other income:
Consideration for the BG Group farm-out agreement* 14,008 4,486
Cash calls received from BG Group* 4,841 7,234
Other income* = 2
18,889 11,744

Income tax recognised in the statement of profit or loss:

Tax expense/(benefit) comprises:

Current tax expense/(benefit)

Deferred tax expense/(benefit) relating to the
origination and reversal of temporary differences

*On 28 April 2016, Shell which acquired BG Group, through its affiliate company issued an Exit Notice to Petro
Matad's 100% owned subsidiary, Capcorp, exercising the exit option under the Farmout Agreement (FOA) dated
7 April 2015, to withdraw from Blocks IV and V Production Sharing Contracts in West/Central Mongolia. In accor-
dance with provisions of the FOA, Shell’s affiliate company was required to pay an exit payment of $10,005,303,
which was received by the Company on 9 August 2016, which along with Cash calls paid by Shell’s affiliate prior
to their exit accounts for the Other Income amount.

On 1 Feb 2017, following the withdrawal of Shell's Affiliate from Mongolia, $5 million was received from the

Affiliate, which was in relation to an agreement that such amount would be paid upon receipt of Mongolian
government approval for the reassignment of Blocks IV and V interests back to the Company.
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Total tax expense/(benefit) reported in the statement of profit or loss
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The prima facie income tax benefit on pre-tax accounting loss from continuing operations reconciles to the 7 CASH AND CASH EQUIVALENTS
income tax expense/(benefit) in the financial statements as follows:

Consolidated

31Dec2015 31 Dec 2014 Consolidated
Note $'000 $'000 31 Dec 2016 31 Dec 2015
Net profit/(loss) for the year 10,896 (190) Note $000 $000
Cash at bank and in hand 6,479 5,339
) 3 6,479 5,339
Income tax benefit calculated at 10% (i) (1,090) 19
Effect of different tax rates on entities in different jurisdictions (i) 1,639 650

Cash at bank and in hand earns interest at fixed and floating rates based on prevailing bank rates, and the fair

Ch i ised deferred t t 549 669 . .
ange In unrecognised deterred tax assets (549) (669) value of the above cash and cash equivalents is $6,479,000 (2015: $5,339,000) due to the short-term nature of
- - the instruments.
(i)  The tax rate used in the above reconciliation is the corporate tax rate of 10% payable by Mongolian corpo- Reconciliation from the net gain/(loss) after tax to the net cash flows from operations:

rate entities on taxable profits up to 3 billion MNT under Mongolian tax law. Consolidated

31 Dec 2016 31 Dec 2015

(i)  Petromatad Invest Limited and Capcorp are exempt of Mongolian corporate tax on profits derived from the Note $'000 $'000
sale of oil under their PSCs once production commences and are subject to Cayman Islands income tax at a rate Net gain/(loss) after tax 10,896 (190)
of 0%. As a consequence, no provision for Mongolian corporate tax or Cayman Islands current tax or deferred
tax has been made in the Company's accounts in relation to them. Adjustments for:
Depreciation and amortisation 226 97
Petro Matad Limited is subject to Isle of Man income tax at a rate of 0%. As a consequence, no provision for Isle Net (profit)/loss on disposal of property, plant and equipment 24 9
of Man current tax or deferred tax has been made in the Company’s accounts. Share based payments 192 140
Unrealised foreign exchange (gains)/losses 110 10
Dissolvement of PMSL 18 -

6 EARNINGS/(LOSS) PER SHARE

Changes in assets and liabilities

(Increase)/decrease in trade and other receivables (3,797) (1,117)
(Increase)/decrease in prepayments and other assets 289 (448)
The following reflects the loss and share data used in the total operations basic and diluted earnings/(loss) per Increase/(decrease) in trade and other payables (6,167) 6,083
share computations: Net cash flows used in operating activities 1,791 4,584

Consolidated

Non-cash investing and financing activities
31 Dec 2016 31 Dec 2015

cents per share cents per share

There were no non-cash investing or financing activities undertaken in the financial year or prior year (2015:

Basic earnings/(loss) per share 3.8 (0.1) $0.79 million).
Diluted earnings/(loss) per share 3.8 (0.1)
$'000's $'000's

The loss and weighted average number of ordinary shares used in the calculation
of basic and diluted earnings/(loss) per share are as follows:

Net profit/(loss) attributable to owners of the parent 10,896 (190)

Weighted average number of ordinary shares for the purposes of diluted earnings/
(loss) per share (in thousands) 287,626 -

Weighted average number of ordinary shares for the purposes of basic earnings/
(loss) per share (in thousands) 287,495 284,450
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8 TRADE AND OTHER RECEIVABLES

Consolidated

31 Dec 2016 31 Dec 2015
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The ultimate recoupment of exploration and evaluation expenditure is dependent upon successful development
and commercial exploitation or alternatively the sale of the respective areas of interest at an amount at least

equal to book value.

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

11 PROPERTY, PLANT AND EQUIPMENT

Note $'000 $'000
Current
Receivable from BG Group 5,000 600
Other debtors 155 222
Non-Current
Receivable from BG Group - 536
5,155 1,358

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

9 PREPAYMENTS AND OTHER ASSETS

Consolidated

Consolidated
31 Dec 2016 31 Dec 2015

Note $'000 $'000
Prepayments 222 505
Other assets 301 307
523 812

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

chased for Block XX.

10 EXPLORATION AND EVALUATION ASSETS

Consolidated

31 Dec 2016 31 Dec 2015
Note $'000 $'000
Exploration and evaluation assets 15,275 15,275
15,275 15,275

The exploration and evaluation asset arose following the initial acquisition in February 2007 of 50% of Petro-
matad Invest Limited, together with acquisition on 12 November 2007 of the remaining 50% not already held
by the Group, for a consideration of 23,340,000 ordinary shares credited as fully paid up and with an estimated
fair value of $0.50 per share, taking into account assets and liabilities acquired on acquisition. This relates to the

exploration and evaluation of PSC Block XX.
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31 Dec 2016 31 Dec 2015
Note $'000 $'000
Plant and equipment at cost 1,300 1,050
Accumulated depreciation and impairment (517) (548)
783 502
Reconciliation of carrying amounts at the beginning and end of the year:
Plant and
equipment
Total
$'000
As at 1 January 2015 (net of accumulated depreciation) 439
Additions 183
Disposals 9)
Foreign exchange (14)
Depreciation charge for the year (97)
As at 31 December 2015 (net of accumulated depreciation) 502
Additions 676
Disposals (59)
Foreign exchange (110)
Depreciation charge for the year (226)
As at 31 December 2016 (net of accumulated depreciation) 783

12 TRADE AND OTHER PAYABLES (CURRENT)

Consolidated

31 Dec 2016 31 Dec 2015
Note $'000 $'000
Trade payables 1,352 4,097
Funding received in advance from BG Group - 3,337
Other payables - 2
1,352 7,436

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

Consolidated

31 Dec 2016 31 Dec 2015

Note $000 $'000

Ordinary Shares
287,494,775 shares issued and fully paid (2015: 287,494,775) 106,150 106,150
106,150 106,150

Movements in ordinary shares on issue:
Number of Issue
Shares Price $ $'000

As at 1 January 2015 279,487,279 105,278
Exercise of Conditional Share Awards on 23 April 2015 (note (a)) 5,750,946 0.010 58
Exercise of Conditional Share Awards on 27 July 2015 (note (b)) 2,256,550 0.010 23
81
Share based payment - - 791
As at 31 December 2015 287,494,775 106,150
No transaction during 2016 = =
As at 31 December 2016 287,494,775 106,150

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

(b) On 27 July 2015, pursuant to the Group's Plan, 2,256,550 shares were awarded upon exercise of Conditional
Share Awards with an exercise price per share of $0.01 pursuant to the Cash Preservation Scheme.
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14 RESERVES
A detailed breakdown of the reserves of the Group is as follows:
Merger Equity benefits Foreign currency
reserve reserve translation Total
Consolidated $'000 $'000 $'000 $'000
As at 1 January 2015 831 5,076 (1,011) 4,896
Currency translation differences - - (41) (41)
Share based payments - (845) - (845)
As at 31 December 2015 831 4,231 (1,052) 4,010
Currency translation differences - - (93) 93)
Share based payments - 192 - 192
As at 31 December 2016 831 4,423 (1,145) 4,109

Nature and purpose of reserves
Merger reserve

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

Equity benefits reserve

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

Foreign currency translation reserve

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

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

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

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

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

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

mance conditions:

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

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

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

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

(b) Option pricing model

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

No options have been issued during 2015 and 2016.
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(c) Movement in Share Options
Opening Granted Forfeited  Exercised Closing Exercisable
balance at  during the  during the during  balance as at as at
Consolidated 1Jan 2015 year year theyear 31 Dec 2015 31 Dec 2015
Grant of Options on 3 June 2008 380,000 - - - 380,000 380,000
Grant of Options on 8 April 2009 216,250 - - - 216,250 216,250
Grant of Options on 9 July 2010 745,400 - (125,000) - 620,400 620,400
Grant of Options on 6 April 2011 75,000 - - - 75,000 75,000
Grant of Options on 5 July 2011 150,000 - - - 150,000 150,000
Grant of Options on 22 Nov 2011 120,000 - - - 120,000 120,000
Grant of Options on 5 Dec 2011 43,428 - (3,828) - 39,600 39,600
Grant of Options on 25 Apr 2012 861,940 - (311,940) - 550,000 550,000
Grant of Options on 16 Jul 2012 210,840 - (45,840) - 165,000 165,000
Grant of Options on 5 Oct 2012 75,000 - - - 75,000 75,000
Grant of Options on 4 Dec 2012 6,000 - - - 6,000 6,000
Grant of options on 9 July 2013 100,000 - (50,000) - 50,000 33,000
2,983,858 = (536,608) = 2,447,250 2,430,250
Weighted Average Exercise Price
(cents per option) 58.96 - 39.40 - 63.25 63.64
Opening Granted Forfeited Exercised Closing Exercisable
balance at during the during the during the balance as at as at
Consolidated 1Jan 2016 year year year 31 Dec 2016 31 Dec 2016
Grant of Options on 3 June 2008 380,000 - - - 380,000 380,000
Grant of Options on 8 April 2009 216,250 - - - 216,250 216,250
Grant of Options on 9 July 2010 620,400 - - - 620,400 620,400
Grant of Options on 6 April 2011 75,000 - - - 75,000 75,000
Grant of Options on 5 July 2011 150,000 - - - 150,000 150,000
Grant of Options on 22 Nov 2011 120,000 - - - 120,000 120,000
Grant of Options on 5 Dec 2011 39,600 - - - 39,600 39,600
Grant of Options on 25 Apr 2012 550,000 - - - 550,000 550,000
Grant of Options on 16 Jul 2012 165,000 - - - 165,000 165,000
Grant of Options on 5 Oct 2012 75,000 - - - 75,000 75,000
Grant of Options on 4 Dec 2012 6,000 - - - 6,000 6,000
Grant of options on 9 July 2013 50,000 - - - 50,000 50,000
2,447,250 - - - 2,447,250 2,447,250
Weighted Average Exercise Price
(cents per option) 63.25 - - - 63.25 63.25
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(d) Share Options contractual life (f) Movement in Conditional Share Awards
The weighted average remaining contractual life of outstanding share Options is 3.8 years (2015: 5.7 years).
Opening Granted Awarded Forfeited Closing Exercisable
- . . balance at during the duringthe duringthe  balance as at as at
(e) Conditional Share Awards pricing model Consolidated 1 Jan 2015 year year year 31 Dec 2015 31 Dec 2015
The fair value of Conditional Share Awards granted is estimated as at the date of grant using the Black Scholes Grant of Conditional Share Awards 515,000 , B . 515,000 _
model, taking into account the terms and conditions upon which the Awards were granted. on 3 Jun 2008
. . . . . o Grant of Conditional Share Awards 95,000 - - - 95,000 -
The following Table summarizes Conditional Share Awards granted during 2015, along with relevant details in on 8 Apr 2009
relation to each grant.
9 Grant of Conditional Share Awards 872,000 - - (125,000) 747,000 -
T on 9 Jul 2010
.y 20(1!3 Grant of Conditional Share Awards 144,000 - - - 144,000 -
. u on 6 Apr 2011
Conditional Share Awards granted 1,993,520 Grant of Conditional Share Awards 180,000 - - - 180,000 -
Share price at grant date $0.0621 on 5 Jul 2011
Expected Volatility (%) 28 Grant of Conditional Share Awards 50,000 - - - 50,000 -
Risk-free interest rates (%) 0.50 on 22 Nov 2011
Expected life (years) 10 Grant of Conditional Share Awards 39,600 - - - 39,600 -
Exercise Price $0.01 on 5 Dec 2011
Estimated fair value of each Conditional Share Award at the grant date $0.0527 Grant of Conditional Share Awards 1,379,060 ) (526,060 (3,000 850,000 )
on 25 Apr 2012
Grant of Conditional Share Awards 150,000 - - - 150,000 -
No awards have been issued during 2016. on 5 Oct 2012
Grant of Conditional Share Awards 261,661 - (258,661) - 3,000 -
on 4 Dec 2012
Grant of Conditional Share Awards 170,000 - - (50,000) 120,000 -
on 9 Jul 2013
Grant of Conditional Share Awards 5,229,255 - (5,229,255) - - -
on 23 Apr 2014
Grant of Conditional Share Awards - 1,993,520 (1,993,520) - - -
on 7 Jul 2015
9,085,576 1,993,520 (8,007,496)  (178,000) 2,893,600 -
Weighted Average Exercise Price
(cents per award) 1.00 1.00 1.00 1.00 1.00 -
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Opening Granted Awarded Forfeited Closing Exercisable
balance at during during the  during the balance as at as at

Consolidated 1Jan 2016  the year year year 31 Dec 2016 31 Dec 2016
Grant of Conditional Share Awards 515,000 - - 515,000 -
on 3 Jun 2008
Grant of Conditional Share Awards 95,000 - (15,000) 80,000 -
on 8 Apr 2009
Grant of Conditional Share Awards 747,000 - (100,000) 647,000 -
on 9Jul 2010
Grant of Conditional Share Awards 144,000 - - 144,000 -
on 6 Apr 2011
Grant of Conditional Share Awards 180,000 - - 180,000 -
on 5Jul 2011
Grant of Conditional Share Awards 50,000 - - 50,000 -
on 22 Nov 2011
Grant of Conditional Share Awards 39,600 - - 39,600 -
on 5 Dec 2011
Grant of Conditional Share Awards 850,000 - - 850,000 -
on 25 Apr 2012
Grant of Conditional Share Awards 150,000 - - 150,000 -
on 5 Oct 2012
Grant of Conditional Share Awards 3,000 - - 3,000 -
on 4 Dec 2012
Grant of Conditional Share Awards 120,000 - - 120,000 -
on 9Jul 2013
Grant of Conditional Share Awards - - - - -
on 23 Apr 2014
Grant of Conditional Share Awards - - - - -
on 7 Jul 2015

2,893,600 - (115,000) 2,778,600 -
Weighted Average Exercise Price
(cents per award) 1.00 - 1.00 1.00 -

(g) Conditional Share Awards contractual life

The weighted average remaining contractual life of outstanding Conditional Share Awards is 11.5 years (2015:

12.5 years).
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16 COMMITMENTS AND CONTINGENCIES

(a) Operating lease commitments

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

Due to prepayment of rent, the Group has no commitment for office lease in Mongolia as at 31 December 2016.

Consolidated

31 Dec 2016 31 Dec 2015
Note $'000 $'000
Operating Leases:
Within one year - 45
After one year but not more than five years - 104
Greater than five years - -
= 149

(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 MRPAM.

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

Consolidated

31 Dec 2016 31 Dec 2015
Note $'000 $'000
Production Sharing Contract Fees:
Within one year 284 898
After one year but not more than five years 75 40
Greater than five years - -
359 938
Minimum Exploration Work Obligations:
Within one year 8,124 19,374
Greater than one year but no more than five years 21,004 15,580
Greater than five years - -
29,128 34,954
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(c) Contingencies

On 5 August 2016, Shell through its Affiliate company announced it would be withdrawing from Blocks IV and
V in West/Central Mongolia. As part of the negotiations leading to formal Mongolian Government approval
of the reassignment of interest from Shell's Affiliate to Petro Matad's Affiliate, Shell agreed to a payment of $5
million to be remitted to Petro Matad's Affiliate upon such government approval being received. A condition
to the payment by Shell is that the proceeds would be repaid to Shell by Petro Matad in the event a farmout
is concluded in future prior to the development of either Block IV or V. There is no certainty that such farmout
will be concluded in future in which case funds would not be repaid. The $5 million payment was received on 1
February 2017.

17 RELATED PARTY DISCLOSURES

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

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

Equity Interest

2016 2015
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

Subsidiary Details

Central Asian Petroleum Corporation Limited (Capcorp) was acquired on 12 November 2007. Petro Matad Lim-
ited holds 43,340,000 ordinary shares of $0.01 each.

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.

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

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

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

Petrovis Matad Inc. is a major shareholder of the Company, holding approximately 32.06% of the shareholding
at the year end of 2016.
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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 2015 and 2016, are as below:

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

Directors

Oyungerel Janchiv Non-Executive Director Resigned as Chairperson 1 August 2015
Enkhmaa Davaanyam Non-Executive Chairperson Appointed as Chairperson 1 August 2015
Philip Arthur Vingoe Non-Executive Director Retired 10 March 2017

Amarzul Tuul Executive Director

John Rene Henriksen Chief Financial Officer

Mehmed Ridvan Karpuz Chief Executive Officer Appointed as CEO 1 October 2015
Timothy Paul Bushell Non-Executive Director Appointed 10 March 2017

(b) Compensation of Directors

Consolidated
31 Dec 2016 31 Dec 2015

Note $'000 $'000
Short-term employee benefits 1,402 864
Post-employment benefits - -
Share based payment expense 177 143
1,579 1,007

(c) Other key management personnel transactions

There were no other key management personnel transactions during the year (2015: Nil).

19 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

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

The main purpose of these financial instruments is to raise capital for the Group's operations.
The Group also has various other financial instruments such as trade debtors and trade creditors, which arise di-
rectly 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.

The main risks arising from the Group’s financial instruments are interest rate risk, foreign currency risk, credit
risk and liquidity risk.
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The Board is responsible for identification and control of financial risks. The Board reviews and agrees policies
for managing each of these risks as summarised below.

Risk Exposures and Responses

Interest rate risk

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

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

Consolidated

Weighted 31 Dec 2016 31 Dec 2015
Average Int. rate $'000 $'000
Financial Assets
Cash and cash equivalents 0.94% 6,479 5,339
Trade and other receivables 0% 5,155 1,358
11,634 6,697
Financial Liabilities
Trade and other payables 0% 1,352 7436
1,352 7436
Net exposure 10,282 (739)

Sensitivity Analysis

If the interest rate on cash balances at 31 December 2015 and 2016 weakened/strengthened by 1%, there would
be no material impact on profit or loss. There would be no effect on the equity reserves other than those directly
related to other comprehensive income movements.

Foreign currency risk

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

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

The Group does not use forward currency contracts to eliminate the currency exposures on any individual trans-
actions.
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The following significant exchange rates applied during the year:

Spot rate at the

Average rate balance date
usb 2016 2015 2016 2015
Mongolian Tugrug (MNT) 1 2,145.72 1,969.88 2,489.53 1,995.98
Australian Dollar (AUD) 1 1.34553 1.37978 1.38851 1.37003
Great British Pound (GBP) 1 0.74031 0.66662 0.81029 0.67553

Sensitivity Analysis

A 5% strengthening/weakening of the MNT against USD at 31 December 2015 and 2016 would not have a mate-
rial 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 instrument fails to
meet its contractual obligations. The Group is exposed to credit risk on its cash and cash equivalents and other
receivables as set out in Notes 7 and 8 which also represent the maximum exposure to credit risk. The Group only
deposits surplus cash with well-established financial institutions of high quality credit standing.

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

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

Maximum exposure to credit risk at reporting date:

Consolidated
31 Dec 2016 31 Dec 20145

Note $'000 $'000
Financial Assets
Trade and other receivables 8 5,155 1,358
Net exposure 5,155 1,358

Impairment Losses

None of the Group's receivables are past due at 31 December 2016 (2015: Nil)

Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due.

The Group's approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient

liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring unaccept-
able losses or risking damage to the Group's reputation.
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The Group's objective is to ensure that sufficient funds are available to allow it to continue its exploration activi-
ties.

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

Consolidated
31 Dec 2016 31 Dec 2015

Note $'000 $'000
6 months or less 1,352 6,938
6-12 months - 498
1-5 years = -
over 5 years = -
1,352 7,436

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
Group approximate their carrying value due to their short term duration.

Fair Value Hierarchy as at 31 December 2016

Level 1 Level 2 Level 3 Total
Financial Assets
Trade and other receivables - 5,155 - 5,155
Total = 5,155 = 5,155
Financial Liabilities
Trade and other payables - 1,352 - 1,352
Total = 1,352 = 1,352

Fair Value Hierarchy as at 31 December 2015

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

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.
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20 CAPITAL MANAGEMENT

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

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

The Group is not subject to externally imposed capital requirements.

21 EVENTS AFTER THE REPORTING DATE

On 1 Feb 2017, following the withdrawal of Shell’s Affiliate from Mongolia, $5 million was received from the Affili-
ate, which was in relation to an agreement that such amount would be paid upon receipt of Mongolian govern-
ment approval for the reassignment of Blocks IV and V interests back to the Company which was received on 15
December 2016 with the Protocol of Assignments signed on 18 January 2017.

On 24 March 2017, 197,500 shares were issued to Directors and employees upon exercise of options under the
Group's Plan with an exercise price per share of GBP0.11.

On 24 March 2017, 75,000 shares were awarded to a Director upon exercise of options under the Group’s Plan
with an exercise price per share of GBP0.0788.

On 24 March 2017, 16,000 shares were awarded to a Director and employees upon exercise of options under the
Group's Plan with an exercise price per share of GBP0.1975.

On 24 March 2017, 141,000 shares were awarded to employees upon exercise of options under the Group’s Plan
with an exercise price per share of GBP0.0888.

On 8 May 2017, the Company announced a Private Placement/Convertible Note arrangement with Bergen, which
provides staged private placements of up to $43.20 million worth of new ordinary shares in the Company and a
convertible instrument with a nominal value of $2 million. The staged private placements will occur over a period
not exceeding 15 months and the value of each tranche will range between $1.2 million - $3 million per month,
the precise amounts being subject to mutual agreement.

On 11 May 2017, the Company issued 5,651,951 commencement and collateral shares to Bergen as part of the
initial closing under the Private Placement arrangement.

On 16 May 2017, the Company received $1,235,000 from Bergen for the first tranche and collateral shares pay-
ment.
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On 13 June 2017, the Company issued 9,507,963 new ordinary shares to Bergen in relation to the first tranche
payment.

On 14 June 2017, the Company received PSC extension approvals from MRPAM for Blocks IV and V. These exten-
sions are for two years to 29 July 2019. A further extension of two years is allowed under the PSCs. The agreed

financial commitments for obtaining the extensions are $5 million for Block IV and $2 million for Block V.

On 21 June 2017, the Company received $1,200,000 from Bergen for the second tranche payment.

22 AUDITORS’ REMUNERATION

The auditor of Petro Matad Limited is Bentleys (WA) Pty Ltd.

Consolidated

31 Dec 2016 31 Dec 2015
Note $'000 $'000

Amounts received or due and receivable by Bentleys (WA) Pty Ltd
(2015: Deloitte):

- an audit or review of the financial report of the entity and any other
entity in the Group 42 75
- other services in relation to the entity and any other entity in the Group - -

42 75
Amounts received or due and receivable by Deloitte Onch Audit LLC:
- an audit or review of the financial report of subsidiary entities 39 39
- other services in relation to the subsidiary entities - -
39 39
81 114

23 OTHER INFORMATION

Registered Office:

Victory House
Douglas

Isle of Man
IM1 1EQ

DIRECTORS’

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

In the opinion of the Directors:

(@) the financial statements and notes of the Group give a true and fair view of the Group's financial position as
at 31 December 2016 and of its performance and cash flows for the year ended on that date in accordance with
International Financial Reporting Standards as adopted by the European Union; and

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

On behalf of the Board

7%/

John R Henriksen
Director
29 June 2017
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Independent Auditor's Report

To the Members of Petro Matad Limited

Report on the Audit of the Financial Report
Opinion

We have audited the financial report of Petro Matad Limited (“the Company”) and its
subsidiaries (“the Consolidated Entity "), which comprises the consolidated statement of
financial position as at 31 December 2016, the consolidated statement of profit or loss and
other comprehensive income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies, and the directors’
declaration.

This report is made solely to the company’s members, as a body, in accordance with
Section 80C of the Isle of Man Companies Act 2006. Our audit work has been undertaken
so that we might state to the company’s members those matters we are required to state
to them in an auditor’s report and for no other purpose. To the fullest extent permitted by
law, we do not accept or assume responsibility to anyone other than the company and the
company’s members as a body, for our audit work, for this report or for the opinions we
have formed.

In our opinion, the consolidated financial report gives a true and fair view of the
consolidated entity’s financial position as at 31 December 2016 and its financial
performance and cash flows for the year then ended in accordance with International
Financial Reporting Standards as adopted by the European Union and have been properly
prepared in accordance with the requirements of the Isle of Man Companies Act 2006.

Material Uncertainty Regarding Continuation as a Going Concern

Without modifying our opinion, we draw attention to Note 2(c) in the financial report which,
indicates the existence of a material uncertainty that may cast significant doubt about the
ability of the company and the consolidated entity to continue as going concerns and
therefore, whether they will realise their assets and extinguish their liabilities in the ordinary
course of business.

Bentleys

THINKING AHEAD

Bentleys Audit & Corporate
(WA) Pty Ltd

Perth WA 6000

PQ Box 7775

Cloisters Square WA 6850
ABN 33 121 222 802

T +61 8 9226 4500

F +61 8 9226 4300

bentleys.com.au

¥ Accountants
Auditors
} Advisors

INDEPENDENT AUDITOR’S REPORT

Independent Auditor’s Report ) Bentleys

To the Members of Petro Matad Limited (Continued)

Basis for Opinion

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 about whether the financial report is free from material misstatement. Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the Financial Report
section of our report. We are independent of the Consolidated Entity in accordance with the auditor
independence requirements of the Isle of Man Companies Act 2006 and the ethical requirements of the
Accounting Professional and Ethical Standards Board’s APES 110 Code of Ethics for Professional Accountants
(the Code) that are relevant to our audit of the financial report in Australia. We have also fulfilled our other ethical
responsibilities in accordance with the Code.

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit
of the financial report of the current period. These matters were addressed in the context of our audit of the
financial report as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters.

Key audit matter How our audit addressed the key audit matter

Exploration and evaluation $15.28 million

(Refer to Note 10 Exploration and evaluation assets)

The balance is in relation to the exploration and evaluation of ~ Our procedures included, amongst others:
PSC block XX in Mongolia. » For Block XX, we assessed the Consolidated

Entity’s rights to tenure by corroborating to

We focused on this area due to the size of the exploration and government registries and evaluating agreements
evaluation balance ($15.28 million as at 31 December 2016) in place with other parties;

and to determine whether there are any indicators that the Reviewed budgeted exploration expenditure on
asset is impaired and therefore not recoverable under IFRS 6 Block XX to ensure it will satisfy the capital

“Exploration for and Evaluation of Mineral Resources”. commitment required under the Production Sharing

Agreement;

We assessed Block XX for one or more of the

following circumstances that may indicate

impairment of the capitalised expenditure and

concluded no issues:

> the licenses for the right to explore expiring in
the near future or are not expected to be
renewed;

> substantive expenditure for further
exploration in the specific area is neither
budgeted or planned’
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To the Members of Petro Matad Limited (Continued)

Independent Auditor’s Report

To the Members of Petro Matad Limited (Continued)

INDEPENDENT AUDITOR’S REPORT

@ Bentleys

Key audit matter How our audit addressed the key audit matter

» decision or intent by the Consolidated Entity
to discontinue activities in the specific area of
interest due to lack of commercially viable
quantities of resources; and

» data indicating that, although a development
in the specific area is likely to proceed, the
carrying amount of the exploration asset is
unlikely to be recorded in full from successful

development or sale.

Farm in Revenue $18.85 million

(Refer to Note 4a Revenue)

The majority of the revenue for the period pertained to exit Our procedures included, amongst others:

Key audit matter How our audit addressed the key audit matter

Exploration and Expenditure Commitments
Production Sharing Contract Fee: $0.36 million
Minimum Exploration Work Obligations: $29.13 million
(Refer Note 16b Exploration Expenditure Commitments)

As disclosed in Note 16b Petro Matad Limited has minimum
spend obligations under the terms of its Petroleum Sharing
Contracts with the Petroleum Authority of Mongolia. This has
been determined a Key Audit Matter as adherence to these
requirements is required for Petro Matad Limited to maintain

the rights for exploration and thus its principal activity.

Our procedures included, amongst others:

Obtaining the Petroleum Sharing Agreements for
each block and agreeing the contract fees and work
obligations to the relevant calculations.
Recalculating the disaggregation of total amounts
due and comparing to the breakdown disclosed of
amounts due in each subsequent period.

Ensuring amounts disclosed represent future

obligations and that no present obligations at year

payments received from BG Group upon the termination of the

farm-out agreement as disclosed in Note 4a.

The risks we identified surrounding the termination fees is
whether they have been accurately and completely accounted
for within the financial statements in the correct period and in
accordance with the Farm-out Agreement. This is what led to
this being a Key Audit Matter in addition to its size compared

to total revenue of $18.89 million.

Share based payments $0.19 million
(Refer to Note 15 Share based payments)

As disclosed in Note 15, the Consolidated Entity provides long
term incentives to employees and consultants based on the
achievement of certain performance criteria. The Plan
provides for share awards in the form of Options and

Conditional Share Awards.

These share awards are subject to the measurement and

recognition criteria of IFRS 2 “Share-based Payments”.

As disclosed in Note 15, there are various assumptions made
by Management in determining the probability of certain
performance conditions being met. There are further
accompanying service conditions attached to Options and
Conditional Share Awards.

This is a Key Audit Matter due to the subjectivity and estimates
required to be applied by management.

Reviewed farm out agreement & other
correspondence to confirm the right to receive cash
under the contract with reference to IFRS 39

Made enquiries of management in relation to terms
of exit payments with respect to timing of receipt
and the right to receive the final payment for $5
million. We confirmed the final payment of $5
million met the recognition requirement as a
receivable as at 31 December 2016.

Agreed total receipt of funds ($18.85 million) to bank

statements

Our procedures included, amongst others:

Obtaining a reconciliation of outstanding options
and conditional share awards.

Enquired with Management whether there have
been any new options or shares issued during the
year

Enquired with Management whether any Shares or
Options vested during the year.

Reviewed the current probabilities and estimated
vesting dates assigned to the performance
conditions attached to Share Awards being met to
ascertain whether they are reasonable.

Ensured disclosure is complete and accurate.

end are included.
Cross referencing of internal budgets and forecasts
to ensure they are consistent with the obligations

disclosed.

Other Information

The directors are responsible for the other information. The other information comprises the information included
in the Consolidated Entity’s annual report for the year ended 31 December 2016, but does not include the
financial report and our auditor’s report thereon.

Our opinion on the financial report does not cover the other information and accordingly we do not express any
form of assurance conclusion thereon.

In connection with our audit of the financial report, our responsibility is to read the other information and, in doing
so, consider whether the other information is materially inconsistent with the financial report or our knowledge
obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the Directors for the Financial Report

The directors of the Company are responsible for the preparation of the financial report that gives a true and fair
view in accordance with International Financial Reporting Standards as adopted by the European Union and the
Isle of Man Companies Act 2006 and for such internal control as the directors determine is necessary to enable
the preparation of the financial report that gives a true and fair view and is free from material misstatement,
whether due to fraud or error. In Note 2(a), the directors also state in accordance with International Accounting
Standard IAS 1 Presentation of Financial Statements, that the financial report complies with International
Financial Reporting Standards.
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To the Members of Petro Matad Limited (Continued)

In preparing the financial report, the directors are responsible for assessing the Consolidated Entity’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the Consolidated Entity or to cease
operations, or has no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Report

Our responsibility is to express an opinion on the financial report based on our audit. Our objectives are to obtain
reasonable assurance about whether the financial report as a whole is free from material misstatement, whether
due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with the Australian Auditing
Standards will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of this financial report.

As part of an audit in accordance with the International Auditing Standards, we exercise professional judgement
and maintain professional scepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial report, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit 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 Consolidated Entity’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Consolidated Entity’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to the
related disclosures in the financial report or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the Consolidated Entity to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial report, including the disclosures,
and whether the financial report represents the underlying transactions and events in a manner that
achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Consolidated Entity to express an opinion on the financial report. We are responsible
for the direction, supervision and performance of the Consolidated Entity audit. We remain solely
responsible for our audit opinion.

INDEPENDENT AUDITOR’S REPORT
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To the Members of Petro Matad Limited (Continued)

We communicate with the directors regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify during our
audit.

We also provide the directors with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably
be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with the directors, we determine those matters that were of most significance
in the audit of the financial report of the current period and are therefore the key audit matters. We describe
these matters in our auditor’'s report unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

BENTLEYS CHRIS NICOLOFF ca
Chartered Accountants Director

Dated at Perth this 29" day of June 2017
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