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Enkhmaa Davaanyam Michael Buck

Chief Executive Officer (CEO)

Chairperson

Mr. Buck is a geologist/geophysicist by training and joined the oil industry in
1979. He spent 20 years with LASMO PLC working first as a prospect generator
focused on the UK continental shelf. He then moved to international assignments
in Indonesia, Colombia, Vietnam and Libya and was involved in the discovery
of several commercial oil and gas fields. Following Eni's takeover of LASMO,
Mike became Managing Director of Eni Pakistan and then Managing Director
of Eni Iran, working on major oil and gas developments in both countries. In
2006, Mike joined S E Asian focused Salamander Energy PLC as Chief Operating
Officer. After the takeover of Salamander by Ophir Energy he was retained to
help with the integration process following which he consulted for a number
of companies in the S E Asian region before joining Petro Matad. Mike has
worked on all aspects of the E&P value chain. He holds a BSc in Geophysics from
Liverpool University and an MSc (with Distinction) in Petroleum Geology from
Imperial College, London.

Ms. Enkhmaa is the CEO of Petrovis Group, Mongolia’s largest fuel supplier.
Ms. Enkhmaa has over 21 years of international experience in financing and risk
management of mining, infrastructure and energy projects and commodities
trading. She serves as Deputy Chair of Board of Directors of Petrovis Group since
2011 and was appointed as the CEO in August 2013. Prior to joining Petrovis
Group, Ms. Enkhmaa worked as a Managing Director at Macquarie Group for
over 10 years, responsible for risk management in the energy sector in the United
States. Ms. Enkhmaa was appointed as Petro Matad's Chairperson in 2015.
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Timothy Bushell

Non-Executive Director

Shinezaya Batbold

Non-Executive Director

Mr. Bushell is a qualified geologist with more than 35 years’ experience in the oil
and gas industry. He has worked for British Gas, Ultramar, LASMO, and Paladin
Resources. Most recently Tim was Chief Executive Officer at Falkland Oil and
Gas Limited and Director/co-founder of Core Energy AS (now part of Var Energi
AS). He is currently serving as a Non-Executive Director on the Boards of Genel
Energy Limited, Rockhopper Exploration PLC and Wentworth Resources PLC. He
is also a Director of Redrock Energy Limited.

Ms. Shinezaya is the CEO of Petrovis Venture Capital LLC, one of the first local
venture capital funds investing into multiple SME sectors in Mongolia. She
was a Vice President of Petrovis LLC from 2010 to 2012 and currently holds a
number of board and chair positions in diversified business sectors in Mongolia,
including Board Member of Petrovis LLC and Chairperson of UNIGAS LLC, a
gas distribution company in Ulaanbaatar. She is a graduate of Northeastern
University, Boston, MA.
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Mr. Henriksen has 35 years' of experience in the international oil industry and
in April 2012 assumed the role of CFO for the Petro Matad Group, based in
Ulaanbaatar. Prior to this he was the Country Manager for Salamander Energy’s
Indonesian operations. Prior to Salamander, Mr. Henriksen worked in senior
financial roles for VICO, ENI, LASMO, and Hudson's Bay Oil & Gas, ultimately
being responsible for all aspects of financial management, reporting and internal
control. A substantial portion of Mr. Henriksen's career has been spent overseas
in developing countries and as a result he has a full understanding of cultural
sensitivities and working with local governments and partners. Mr. Henriksen
is a qualified Accountant and holds a Bachelor of Commerce degree from the
University of Alberta in Canada.
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Your Directors submit their report for the year ended
31 December 2018.

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), Central Asian Petroleum
Corporation Limited (Capcorp) and Petromatad
Invest Limited (both incorporated in the Cayman
Islands). The Company and its subsidiaries are
collectively referred to as the "Group”.

Directors

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

®  Oyungerel Janchiv
(Retired 20 September 2018)

*  Enkhmaa Davaanyam

* John Rene Henriksen

*  Timothy Paul Bushell

*  Michael James Buck

* Shinezaya Batbold
(Appointed 20 September 2018)

Principal Activities

The Group’s principal activity in the course of
the financial year consisted of oil exploration in
Mongolia. During the year there were no significant
changes in the nature of this activity.

Review and Results of Operations

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

The net loss after tax for the Group for the 12 months
ended 31 December 2018 was $18.44 million (31
December 2017: Loss $9.93 million).

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

Changes in State of Affairs

On 9 February 2018, the Company issued 59,167,335
shares through direct subscriptions at a price of
GBPO0.065 per share.

On 9 February 2018, the Company concluded a
placement by issuing 19,708,520 shares at a price
of GBP0.065 per share arranged through its broker,
Pareto.

On 9 February 2018, the Company concluded a
placement by issuing 67,057,398 shares at a price
of GBP0.065 per share arranged through its broker,
Stifel.

On 9 February 2018, the Company concluded a
placement by issuing 40,654,376 shares at a price
of GBP0.065 per share arranged through its broker,
Stockdale.

On 14 February 2018, pursuant to the Group's
Plan, 5,507,533 Bonus Share Awards were issued to
Directors and employees. These have an exercise
price per share of $0.01.

On 3 April 2018, 2,598,911 shares were awarded
to employees upon exercise of Awards under the
Group's Plan, with an exercise price per share of
$0.01.

On 16 April 2018, 2,868,065 shares were awarded
to Directors and employee upon exercise of Awards
under the Group's Plan, with an exercise price per
share of $0.01.

On 4 July 2018, the Company issued 1,846,439
shares through direct subscriptions at a price of
GBPO0.10 per share.

On 4 July 2018, the Company concluded a placement
by issuing 13,256,520 shares at a price of GBP0.10
per share arranged through its broker, Pareto.

On 4 July 2018, the Company concluded a placement
by issuing 104,701,135 shares at a price of GBP0.10
per share arranged through its broker, Stifel.

On 4 July 2018, the Company concluded a placement
by issuing 17,038,798 shares at a price of GBP0.10
per share arranged through its broker, Stockdale.

On 1 November 2018, 40,557 shares were awarded
to an employee upon exercise of Awards under the
Group's Plan, with an exercise price per share of
$0.01.

Significant Events after Reporting Date

On 12 April 2019, the Company applied for two-
year extensions on its Blocks IV and V PSCs. The
current terms for both Blocks expire on 29 July
2019. Approval of the applications by MRPAM would
extend the PSCs to 29 July 2021. $1 million in new
commitments in each Block has been offered in the
extended period.

On 16 April 2019, the Company announced it has
signed drilling contracts with DQE International to
drill the Heron 1 and Gazelle 1 wells in the north of
Block XX and with Daton Petroleum Engineering and
Oilfield Service LLC to drill the Red Deer 1 well in the
south of Block XX. Drilling is expected to commence
in July 2019.

Dividends

No dividends have been paid or are proposed in
respect of the year 2018 (2017: Nil).

Future Developments

The Group will continue to pursue exploration
projects within high graded exploration areas in
Mongolia.

Indemnification of Officers and
Auditors

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

DIRECTORS’' REPORT

Environmental Regulation

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

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

Rounding

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

Signed in accordance with a resolution of the
Directors.

é;%/

John R Henriksen
Director
17 June 2019
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SUMMARY

The Company successfully raised funds in two
rounds in the first half of 2018 in order to execute a
multi-well drilling programme spread over two years
(2018 and 2019). In the first placing, in January 2018,
a total of 186.6 million new shares were placed with
new and existing institutional investors, and certain
Directors and senior management of the Company,
raising gross proceeds of US$16.8 million at 6.5
pence per share. Petro Matad’s major shareholder,
Petrovis Matad Inc. was the single largest participant
in this raise.

The second raise, in June 2018, resulted in a total of
136.8 million new shares being placed with new and
existing institutional investors, and certain Directors
and senior management of the Company. The
placing was conducted at a price of 10 pence per
share and raised gross proceeds of US$18.1 million.

With funds in hand, the Company moved quickly to
complete all necessary permitting and operational
preparations for drilling and was able to complete the
two wells during the 2018 drilling season. Activities
were focused on Blocks IV and V in the previously
undrilled Valley of the Lakes Basin of central western
Mongolia and involved the drilling of Snow Leopard
1 in Block V and Wild Horse 1 in Block IV, both of
which were drilled within budget and without any
safety or environmental incidents. While the wells
did not discover commercial hydrocarbons, they did
provide excellent data to allow the calibration of the
geology with the seismic and other data sets in these
frontier blocks, which has enhanced the Company'’s
understanding and has helped to formulate plans
for the next phase of exploration. The results of
Snow Leopard 1 in particular have high graded the
potential of prospects defined in Block V which are
now the subject of further study to mature them to
drillable status.

Having re-established the Company’s operating
capability in 2018, preparations are in hand for a
four well campaign in 2019 focusing initially on
Block XX in the east of Mongolia adjacent to oil
fields in production.

2018 REVIEW

HSSE

As part of the Board's ongoing process of continual
improvement, the Company's Health, Safety,
Security and Environmental Management System
(HSSE MS) has been fully structured to follow
International Association of Oil and Gas Producers
(IOGP) guidelines and has been rolled out and
implemented within the Company. All incidents are
fully investigated, recorded and classified according
to IOGP guidelines and learnings are shared through
the management review process.

The Company is fully committed to environmental
protection and ensures all practical measures are
implemented. National and international standards
are strictly followed with reference to ISO 14001 as
the benchmark.

Both the Company and its sub-contractors followed
all prescribed procedures during 2018 operations
which were conducted in full legal compliance at
all times. Environmental specialists were contracted
to undertake base line and environmental impact
studies and to generate independent reports on the
Company'’s compliance with environmental policies.
There were no environmental incidents during the
Company's field activities in 2018.

The Company had no lost time injuries (LTl) and no
reportable incidents during the year. The Company
has an overall goal of zero LTI and strives to maintain
this as part of all activities performed.

Operations

The 2018 work programme was primarily focused on
preparation and execution of exploration drilling in
Blocks IV and V. The Company also planned to drill in
Block XX during the year but delays in securing a rig
in advance of the winter drilling shut down resulted
in the Block XX programme being postponed until
2019. This additional time before drilling in Block
XX allowed for seismic reprocessing, re-mapping
and ranking of prospects to be completed ahead of
target selection for 2019 drilling.

The 2018 exploration drilling activities began with
the spudding in early July of the Snow Leopard
1 well in the Taats Basin in Block V. The well was
drilled into granitic basement to a total measured
depth of 2,930 metres. No sands were encountered
at the shallower of the two primary targets of the
well although drilling gases (C1 to C5) and oil in the
drilling mud were observed across the interval. The
gases are indicative of an active petroleum system
in the basin and the oil observed in the mud is
suspected to have entered the well from one of the
prospect bounding faults which may be acting as a
conduit for migrating oil. The deeper objective of the
well was encountered in line with the pre-drill depth
prognosis with good development of sandstones in
an overall gross interval of more than 400 metres.
However, no oil or gas shows were observed while
drilling through these sediments and subsequent
logging confirmed them to be water bearing. The
well was plugged and abandoned and the post-well
evaluation has confirmed that the well penetrated a
thick sequence of organically rich oil prone source
rocks of Late Jurassic to Early Cretaceous age.
The presence of thick source rocks and an active
petroleum system in Snow Leopard 1 has high
graded the potential of other prospects in the Taats
Basin and the adjacent Tugrug Basin immediately to
the east. Of particular interest is the Raptor trend,
an inversion anticline with three four-way dip closed
culminations approximately 7 km to the south of
Snow Leopard 1. Work is underway to mature a
prospect on the Raptor trend to the drillable status
and to rank it against other targets in the Taats and
Tugrug Basins with a view to high grading it for the
2019 programme.

Upon completion of drilling operations at Snow
Leopard 1 the contracted Sinopec rig was moved
westwards into Block IV and spudded the Wild
Horse 1 well in late October. Wild Horse 1 was drilled
into granitic basement to a total measured depth
of 1,490 metres. In line with the pre-drill prognosis,
the well encountered interbedded sands and shales
throughout the prospective section from 650 metres
to total depth (TD) but no oil shows were observed,
and background gas readings were generally low.
Basement was encountered several hundred metres

DIRECTORS' STATEMENT

shallower than had been prognosed reflecting the
frontier nature of the well which was more than 200
km away from any other exploration well. Post-well
analyses are ongoing, and a small amount of oil was
extracted from well cuttings just above basement
suggesting that elsewhere within the Baatsagaan
Basin there may be an active source rock although
one was not penetrated at the Wild Horse 1 location.

The results of the two wells drilled in 2018 and the
post-well analyses have been used to design work
programmes for the next exploration phases of
Blocks IV and V and these plans have been submitted
to MRPAM as part of the PSC extension applications.

The delay in Block XX drilling in 2018 allowed the
Company to conduct seismic reprocessing and
to secure access to an existing 3D seismic survey,
facilitating the re-interpretation and remapping
of high graded areas of the Block XX in order to
refresh the risk ranking and resource assessments of
the prospect inventory. This work has generated a
number of attractive prospects, three of which will
be targeted in the 2019 Block XX drilling campaign.

Production Sharing Contracts

As the current terms of the Blocks IV and V
Production Sharing Contracts (PSCs) expire on 29
July 2019, the Company has applied for two-year
extensions in each PSC, which, if approved, will
enable the Company to retain the Blocks until 29 July
2021. As cumulative financial expenditure in both
Blocks exceeds the cumulative commitments to the
end of the current terms, no issues are expected in
obtaining the extensions other than agreeing with
the regulator the appropriate work programme for
the next phases of exploration.

The exploration period of the Block XX PSC runs
until July 2020. In the event of commercial success
in the 2019 exploration drilling programme, the
PSC provides for a relatively quick transition to
development and production status and the
exploitation phase of the PSC runs for 25 years
(extendable by a further ten-year period).

PETRO MATAD LIMITED 19
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Governance

The Company was pleased to welcome Ms.
Shinezaya Batbold to the Board, following the
retirement of Ms. Oyungerel Janchiv. Ms. Oyungerel
was a founder of the Company, served on the Board
for many years and made an invaluable contribution
to Petro Matad.

Community Relations

The Company takes its responsibilities in community
engagement and relations very seriously. In advance
of any work programme activity being undertaken,
the Company obtains the necessary approvals
from industry regulator, the Mineral Resources and
Petroleum Authority of Mongolia (MRPAM) and all
other relevant authorities. Company staff participate
in joint meetings with the regulator and the local
communities to present and discuss planned
activities. In addition to meeting local government
officials, the socialisation programmes will also
normally include town hall meetings where questions
from local residents are answered. Company
representatives will also meet with nomadic herders
who may be in proximity to planned operations.
Representatives from the Community Relations team
are stationed at site during all operational activities.

A focused programme of community projects
is undertaken in areas where operations are
conducted, and this is done in cooperation with the
local government.

The Company views engagement with local
communities as key to conducting safe and
successful operations.

2019 OPERATIONS AND
OUTLOOK

To fulfil the multi-well drilling programme for which
the Company raised funds in 2018, two drilling rigs
have been contracted for the 2019 campaign.

The Company has contracted with DQE International,
Mongolia’'s most experienced and active drilling

20

operator, for its Rig 40105, to drill the Heron 1 and
Gazelle 1 wells in the north of Block XX. The contract
gives the Company the option to drill an additional
well to allow forimmediate appraisal of any discovery
made during the 2019 drilling programme. Any
discovery will be tested using a separate workover
rig. DQE’s rig was drilling in neighbouring Block
XIX up until the end of the last drilling season, so
mobilisation is expected to be short and logistically
straightforward.

The second rig contract is with Daton Petroleum
Engineering and Oilfield Service LLC, for their Rig
DXZ1, to drill the Red Deer 1 well in the south of
Block XX. The contract gives Petro Matad the
option to drill a second well, to either appraise any
discovery made in Red Deer 1 or for drilling in Block
V in western Mongolia. Any testing operations will
be performed by a separate workover rig. Daton’s
rig was working until the end of 2018 and is currently
located approximately 125 km east of the Red Deer
location, so mobilisation to Block XX is relatively
short.

The Company expects to spud Heron 1 in early
July. The well will be drilled to a planned TD of
3,050 metres and will take approximately 40 days
to drill and log. The Heron Prospect is the southerly
extension of the proven oil-bearing structure drilled
by the T19-46-3 discovery well in adjacent Block
XIX. The latest mapping based on reprocessed 2D
and newly accessed 3D seismic shows the majority
of the structure, including the crest of the trap,
lying in Block XX. The Heron Prospect is estimated
to have mean recoverable prospective resource
potential of 25 MMbo. Heron 1 will be located 1.1
km south of the T19-46-3 oil well and is prognosed
to encounter the top of the primary reservoir targets
at approximately 2,800 metres.

On completion of operations at Heron 1, the rig will
immediately move to the Gazelle 1 location. The
planned TD of Gazelle 1 is 2,500 metres and the
well is expected to take approximately 35 days to
drill and log. The Gazelle Prospect is located on the
south-western flank of the Tamsag Basin, which is
the primary source kitchen charging the Block XIX

discoveries. The Gazelle 1 well will be drilled 5 km
west of Heron 1 and 4.5 km southwest of the T19-
46-1 oil well in Block XIX. The mean prospective
recoverable resource assessment for the Gazelle
Prospect is 13 MMbo.

The Red Deer 1 well will be drilled with the Daton rig
and is expected to spud later in July and is forecast
to take 35 days to drill and log. The planned TD of
the well is 2,100 metres. The Red Deer 1 well will
target a basin centre, fault bounded, structural
closure in the southern part of Block XX. The mean
prospective recoverable resource assessment for the
Red Deer Prospect is 48 MMbo. On completion of
drilling and depending on the success of the well,
the Company will then take the decision to whether
to drill a further well at Red Deer, move the rig to
drill a well in Block V, or focus on activities in the
north of Block XX.

Running two rigs, with a separate workover rig for
any testing operations, should give the Company
sufficient time to complete its 2019 drilling campaign
before the winter operational shutdown in late Q4
2019.

ACKNOWLEDGEMENTS

The Directors would like to express their appreciation
to the staff of Petro Matad, both technical and non-
technical, who have worked with enthusiasm and
diligence throughout the year. The Board looks
forward to an exciting time ahead with the full
commitment of the Petro Matad team. The Board is
fully committed to creating shareholder value and
would like to express its gratitude to shareholders
for their continued support of the Company.

Board of Directors
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TY3-UunH

rmwyyammH
M343raan

XYPAAHTYN

Xoép >xununiiH Typw ypramiasx (2018, 2019 oHyyaas)
OPOMANSTNIH XOTeN6epUIr X3P3rKyya3X 30pUAroop
komnaHun 2018 OHbl 3XHWIM XaracT Xoép YyAaa
aMXWATTaWraap CcaHxyyXuat 6ocrox uvagcaH bGangar.
2018 oHbl 1-p capg 3xHWIA yaaazd HUAT 186.6 cas LWWH3
XyBbLi@ar LUMPX3rMIr Hb 6.5 MEHCUIH YHIr33T3Mrasp
WKWH> 60N0H eMHe baiicaH 6GalryyanarblH XepeHre
opyynaryzag, TYYHUA3H 3apuM  TY3-uiiH  ruwyyg,
KOMMaHWMH 4337 LWaTHbl YAUPAAAryyAaz apumkKaank
HWUIT 16.8 cas am.fonnapbiH XepeHre 6ocronoo. MNetpo
MatagblH ron xyBbuaa 333mwury 6onox [lletposuc
Mataz, KOMNaHW 3H3XYy apuikaaHbl XaMIUAH TOM
oposLuory Hb 6aiB..

2018 oHbl 6-p capa X0ép Aax YAaarviiH XepeHre
60CronTblH yeap HWMIT 136.8 cas LWKWH3 XyBblaar
WKNH3 60N0H eMHe balicaH baWryyanarbiH XepeHre
opyynarygag, MeH 3apum TY3-UiAH ruLyys, KOMNaHumiH
4334, WaTHbl yaupAnaryyaas apwiaxaancaH. T3Arasp
XyBbLI@aHYYyAbIT WWPX3rMAr Hb 10 MEHCI3p YHINCIH
6erees MAHXYy KOMMaHW eepuiiH xepeHree 18.1 cas
am. fonnapaap HIM3IMAYYAC3H OM.

WHrssg  xaHrantral  CaHXYY>XKUATTINrsp  KOMMaHu
epeMANer Xuixsg LWaapgargax 3esleepesn 60s0H
YWN axuinaraataii Xon6o0Tor 6yxuii 1 63T axbIr
TYPraH wyypxan xaHrax, 2018 oOHbl epemanervinH
yAvpang Xoép LIoOHOT epemMae3 YagcaH 6unsa. bug yin
axwunnaraaraa MOHron yncblH TeBUINH BapyyH BycuiiH
X3CarT HyypyyabiH xeHaning 6avipnax IV 6a V tanbang
TeBnepyyax, IV Tanbang Taxb-1, V Tanbang Npsac-1
LIOOHOTYY/bIr  XO8y/NaHT Hb TONeBNOCOH TOCBUIH
Xyp33H4 6artaaH atoyaryi 6aigan, 6Ganranb OpuHbI
anviBaa acyyAan rapraaryii epemMAceH oM. Xaaunrasp
3AWMH 3aCrMiH yp alurTar Hyypcyctepery uapasrym
60/10BY 34r33p GPOHTUP TanbalriHyyAblH FeoNOrniiH
M3Z33IMIAT YNUNPXUIANANIAH BonoH Bycan ereraentsi

yAngyynaH Kanvbpaw, Xunx GONOMXKWUAT BypAyyacaH
Mall  X3P3rTaii  ereranyys rapcaH Hb KOMMaHWINH
TanbaiH Tanaapx OWArOATbIT ©PrexXYY/X, XanryyablH
JapaaruiiH ye wWwaTHbl Tenesnereer 60NOBCPyyaaxaz
eHAep au xonborgon y3yyak HaliHa.  fAnaHrysa
NpBac-1 yooHorniH yp ayH V TanbaiH 6HoaoMxXuT
NPOCMNeKTYY/AbIH 33P3rA3IMIAT ecreceH 6a ofooroop
TIArIPUNT epemaexes 6313H 33p3rnaaTan 60AroxXbIH
TYNZA, YPFIMKAYYA3H Cyanxk banHa.

WitHxyy 2018 OHA KOMMaHWIH YN axkuanaraaHbl
YagaBxbll  AaxvH c3prasH, 2019 oHa xuirgsx 4
LLOOHOTUH KaMMaHWUT aX/blH 63NTF31 axbIr 9XYY N334,
6aliraa 6a aH3 Hb IXHWIN IMKNHZ, ra3pblH TOC 0160PN0XK
6yv TanbaviHyyaTan 33prangss, MOHron yacbiH 3yyH
xf3raapT opumnx XX tanbang tesnepy baiHa.

2018 OHbl TOUM

XAB3ABO

TY3-eec KOMMaHWWH YWA  axwuinaraar  TOrTMOJ
cavixpyynax 30pUAroop aBy  X3PINKYYAAIN  aXJibiH
XYP33HA KOMMaHWIH XezenMepuiH atoyaryi bangan,
Opyyn axyw, bairanb opuHbl MEHEXMEHTUIH cucTem
(XAB3ABO-bI MC)-uiir  ONOH YACbIH TaspbiH  TOC,
GanranviiH xuin  onbopnorygbiH  xon6oo (IOGP)-
Hbl  YAVPAAMXKUWAT MepAex 6apvMTaax 30pUAroTow
6yTud4  OYp3H OpyysnaH  H3IBTPYY/XK, KOMMAHWIAH
YN axwanaraaHg awwrnax 6aliHa. AnvBaa rapcaH
Toxuongabir  |OGP-Hbl  yapaamxuinH - garyy 6ypaH
wanrax, OypTrax, aHrungar 6a 34raspasc Ok aBy,
CypanucaH 3yMACUITr YAUPANarbiH XAHANTbIH YA ABLIbIH
XYP33HA LiaaLll TYra343r.

KomMnaHwu 6airanb OpuHbIr XamMraanax Tan 33p eHaep
xapuyunaratali axwunnagar 6erees asu 6os0x 6yx
apra XaMm>xK33r X3parKyyasx 6O0NOMXOOp XaHrajar.
ISO 14001-niAr XUWNT 6GONTOH YHAICHWIA BONOH ONOH

YACbIH CTaHAAPTYYABIT YaHA MepAeH axuanax baiHa.

2018 OoHbl Yl axwuinaraaHbl ABLAZ KomnaHu 60/10H
TyClaH ryMU3TraryAmiiH anb anb Hb Byx 3aacaH ropum,
AYP3M XKYPMbIT JaraH MepAex, uar meuy 6ypT Xyyib
AYPMUIAH Aaryy 3pX 3yMH X3P3rKUATUIAT BYP3IH XaHrax
axunnas. Cyypb cypanraa 60/s0H 6airasb OpPUYHbI
HONeBeNIAH YHIAMD3 XUIAAM3X, KOMMaHWAH 6Ganranb
OpPYHbl UWr BOA/IOTbIH  BUeNyYINTIH A33p XapaaT
6yc YH31r33 TaWnaH rapryynax 33part 6airanb OpuHbl
M3PIXNIAH  Badryyanaryys rapasnk  axuiayyscaH.
2018 oHg KOMMNaHWIH Tanbal A33pX YN axuanaraaHsi
ABLUAZ fIMapBaa H3r3H Hairanb OPUMHTON X0N600TOM
acyyzan rapaaryin 6osHo.

KoMnaHuiiH xyBbA TaliaHT XWIMNH Typling xyrauaa
angcaH ocon (LTI) acBan TannarHaBan 30XMX TOXMONANYYA,
rapaaryn. KomnaHuiiH epeHxuii 3opuaro 6on LTI-uir
Tar Hannrax 6erees yyHUIra3 Byx yin axunnaraaHjaa
LaaLlmng XaArasak YAAIXUAT Xnu3adk 6arHa.

Yin axxunnaraa

2018 oHbl axJiblH XxeTenbep Hb tOyH TypyyHa IV, V
TanbanHyyaag xanuryynbiH ©peMANSrviiH 63Tran axbIr
XaHrax, TYYHWWAr XWX TynusTraxsg Teenepy 6anis.
KomnaHu meH 2018 oHa XX Tannban g33p epemaner
XUAX33p TeneBnex 6HalicaH Y eBAUAH epemaner
30rCONTOOC OMHO BPMUIH LLaMXTUIAT F3P3313X VI ABL,
CyH>XMpCHaap Tyc axsbir 2019 oH XypTan xonwnyynax
Waapasiaratal 60NCOH oM. VIHXYYy XOoWLwayyncaH
Hb XX Tanbali f33p epemaexeec eMHe H3IM3IIT Lar
Xyrauaar raprax erceH 6a TyYHUIAr YMUUPXUANNNIAH
cypanraaHbl erergavnr gaxuH 6onoscpyynax, 2019
OHZ epemaexeep 30pbX Oy X3TUAH TeNeBTIN
TanbaHyyAbIr LWMHIUA3H 3yparnax, AaxvH 3pamM6313x
33p3r ax/yyAaZ OHOBUTON alnraax vagiaa.

2018 oHbI Xaliryy/ibiH ©peMANerviiH Yl axwanaraa 7-p
capblH 3x33p V TanbaiH TaauplH caB rasapT Mpsac-1
LLOOHOTUIAH ©POMANSTUIAH axJIbIr 3XYYICHIIP IXINCIH
toM. TyC LLOOHOTMIT GOPXUH YA YynyyHZ HIBTIPTI/
HWUIAT 2930 MeTpUiH TYHT3N epemaceH. LlooHoruiiH
YHAC3H XOEp 30pWITOT YEeWUH TYEXHUIT Hb epeMAex
6arixag C1-C5 XWAHYYA, TYYHUNIH yraanrblH LIWMHMIHZ
TOC axwuraargax 6alicaH 4 3ACHWIA yeya Taapaarym.
Tapxyy XWAHYYA Hb TyC caB rasapT MNeTposieyMblH
MA3BXTIM cucTem baiiraar untrax 6ariraa 601 yraanrbiH
LWMHIIHA aXunraaracaH ToC Hb MPOCNeKThIr Tycraapary
XarapAyyZblH afb H3TH33C OP>K UPC3H Barix 60N0MXKTOM
MK Taamarnax baiiraa 6erees T3p Hb raspbiH TOC
HYYH LWWDKUX BoNoMXKUAr 6ypayymk baix 6onox
toM. LlooHOTMIAH X08p fax Gytoy Wayy ryH 43X YHACIH
30pUATOT Ye Hb OPEMANSTMNIIH ©MHe TOOL 001X balicaH
ryHz TaapcaH 6a HWIAT 400 rapyvi MeTpUIiH MHTepBans

3NIC3H YyNyyHbl Yyeyh caiH Oypanzsx TorTcoH 6Galis.
[3XA433 34r33p TyHaman XypACYYAbIT epemMAex fBLaj
TOC 3CXY/1 XVMIWH WI3pL, axkurnargaaryii 6erees sgapaa
Hb XMIMC3H KapOTaXWH CyAanraa Hb TIAMPUNAT yc
aryyncaH 60/10XbIr HOTONCOH oM. TyC LIOOHOTWIAT
BUTYYIX, YN axkunnnaraar gyycraBap 60arocoH 6ereeg
epeMANIerviH  Aapaax  CyAanraaHyygaap — TyxalH
LwooHor Hb Xoxyy Hpaac Typyy L3paviH HacHb
OpraHviK aryynaMx; eHAePTIN TOC YYCraMTIUIA yyCrary
YyNyyAryyaplH 3y3aaH JaBxaprbir HIBTPCIH baiHa
raarvnr 6atanraaxyyncaH 6angar. VMpeac-1 wooHort
3y3aaH YyCrary uynyy, neTponeyMbiH UA3BXUTIN CUCTEM
6ariraa Hb Taal OONOH 33prasg33 3yyH 3YrT OpLUMX
TerperviiH caB raspyyz fax 6ycaj X3TWINH TeNeBTW
TanbaviHyyablH  33P3rA3AMAT  axuynax  HGONOMXKUIAT
onronoo. fAnarrysa Mpeac-1 LooOHOrooc yparw 7 Km
OpYMbIH 3ali4 Galiplumnx PanTopbiH 6yC X HIpa3d4
baiiraa gepBeH Tanaacaa Hajlyyraap XxaarAcaH rypsaH
epreraen COHMPXON WX33p TaTax Oavraa 6un3d.
PanTopbIH 6YCUIAH X3TUIAH TEONBBT3Y Tanbaiir epemaexes
63/13H TyBWWHA aBaauunx, TyyHWWra3 Taay 60/0H
TerperwuiiH caB raspbiH bycag 30puaToT TanbanHyyATaw
xapbLyynaH 3pambamx, 2019 oHbl xeTenbept bartaax
30PUNTOTON AW OA00rO0P XUNFAIK HarHa.

WpB3ac-1 A33px epemanervint yin axuinaraa gyycmart,
CrHOMEeK KOMMaHWMH rIP33T ePMUINH LLaMXruir 6apyyH
maw IV Ttanban pyy HyyaraH, TaxXb-1 LOOHOTUIAH
epemMaNerniii axibir 10-p capblH CyyA33p 3X/YYACIH.
TyC LLOOHOTMIAr GOPXWUH YA UyNyyHA HIBTIPTIN HUNT
1490 MEeTpUIH TYHT3N epemMAceH. ©pemaier Xuixaac
OMHO /3BLUYY/ICOH MPOTrHO3TON HWUILIX, TyC LLOOHOTT
650 METpUIH ryH33C HUAT ryH (HI) xypTan anc, 3aHap
XapuiauaH YencsH Aaexapryys Oyxuin  Hanlgnara
TOpyy/N3M 3y3aanar Taapy 6aicaH 4 TOCHBI WUA3pL,
aXkurnargaarymrasc ragHa A3BCrIp XUAH BUYUTAINNIH
X3MXK33 epeHxuiigee bara 6aiiB. Y uynyy Hb TOOLLOOMK
6aricHaacC X343H 3yyH METPUIH TYEeX3H TYHA TOXMOCOH
6a 3H3 Hb XalryyablH siMapBaa H3r LooHorooc 200
WYY KMAOMETP XOJ/ 3aig epeMASrACeH yr LOOHOMMIAH
OPOHTMP  WWHX YaHapbir UATraX Galiraa X3par.
OpemMANnervinH  japaax  CyjanraaHyys  OJOOroop
XUATAaXK baliraa 6ereef yn uynyyH [A33X3HA aBcaH
YAPMIr A335KYYA33C 6araxaH X3MK33HWUI TOC raprax
aBCcaH Hb X3Amnrasp Taxb-1 LOOHOMMAH HakpLumn
[33p Taapaary/ 4 baauaraaHbl caB ras3pbiH xaa H3rTad
NA3BXXKUATIN YYCrary vysyy 6aimk 60a30LWrynr natrax
6aiiHa.

2018 oHA epemMACceH XOEp LOOHOTUIH YP AYH XWArsg
epeMANerVNH Japaax Cyanraa WVHXUATISHYYA A433p
Tynryypnaan IV, V TanbailH xairyynbiH japaarviiH ye
LaTHbI aXJ/blH XeTenbepwuiir 6o0n0Bcpyyax, bXI-Hui
Xyrasaa CyHryynax xyCanTuinH Har xacar 6oaroH AMITT -1
XYpryyn334 6aiHa.
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2018 oHa XX Tanbang Tenesnees balicaH epemaser
XOWLNOTACOH Hb KOMMaHUg  YNUMPXUAIINIAH
cyfanraaHbl  M3JIIMAr  JaxuH  6onoBCpyynax,
OMHO XWIrAcaH HaiicaH 3 XaMX33CT YNUMPXUNANANIAH
cyfanraaHbl erergneec oK aBy awwuraax 6Hoaomx
rapy, WHracH3p TyxaliH TanbalH 33p3rnan eHAepTa
X3CTYYAA AaXVH Talnan, 3yparnan XviiH, mpoCrneKTyyAbiH
3PCAIMNH  3p3M63,  BasNrMIAH  YH3AM3  33prunr
LUMH3YMDXIZ, OHABP VP HeNeeT HarB. JHIXYY axblH
YP AYHA X34 X3[3H COHMPXOA TaTCcaH X3TUWH TeneB
6yxunin TanbaiHyys 6uin 6oncoH berees 3Arspaac rypas
233p Hb 2019 oHbl XX TanbaliH epeManerniii KaMnaHuT
AXKJIbIH XYPIIHZ ©pemManer xminx 30punt TaBvag, baliHa.

ByTt33ra3axyyH Xysaax M p3sHyya,

IV, V Tan6aiiH bytaargaxyyH xyBaax rapa3 (BXT)-HyyauninH
OZ00TUIH XY4UHT3 xyrauaa 2019 oHbl 07-p capbiH 29-
HWI efep AyycraBap 6onoxoop bairaa Tyn KOMMaHW
BXI-Hyya Tyc BypuidH xyrauaar X0&p Xunasp CyHryynax
XYC3AT rapracaH 6aviraa 6erees sHaxyy XyCINTUIAH aaryy
Xyratuiaa Hb CyHrarzsan KomnaHu TanbarHyyz a3sp 2021
OHbl 07-p capbiH 29-HUIA eAep XYPTaa yia axuanaraa
ABYYIaX IPXTIN YAL43X FOM. XOEP TanbanH Xo8ynaHrninHx
Hb XyBb/, HUWT 3apLyynaag 6aiiraa 3apgan Hb XaryybiH
OJ0OTUIH Xyravuaar ayycaxag, 3apuyyncaH 6anx yypart
3apg/iaac faBcaH b6alraa Tyn Tycrali 3eBLUOSPAUIH
Xyralaa cyHraxrai xon600ToNroop simap HaraH acyygan
rapaxryi rax ysak banraa 6erees KOMMaHW TOPUnH
3axvpraaHbl  Galryynnaratai  3eBXeH  XaWMryysblH
JapaariiH - ye WaTaHA  X3P3rKUX  30XUX  aX/blH
xeTenbepuinH Tanaap N 3eBLUM/LEX Luaapasaratai
6airaa tom.

XX TanbaiH xauryynbiH xyrauaa 2020 oHbl 07-p
cap Xyptan ypramkuaHa. 2019  OHbl  xalryynbiH
epemMaNerniii xeTenbep 3AWNH 3acrUiH yp awruiH
YYAH33C aMXunTtai 6anx Toxuongons bXI-Huin paryy
XapbUaHryn TypraBuWicaH 6Galgnaap ynaaBapaan,
6yT33H BalryynantbiH ye Wwat pyy WUIKUX 60N10MXKTON
6eree/; awMrnanTbiH ye WaT 25 XU ypraixkasx tom
(yaawwmg 10 xunn33p cyHrax 601OMXKTON).

3acarnan

Xatartar X.OroyHrapan TY3-uliH yyparT axsiaa ercHum
fapaaraap xatartai b.lUuH3zasa TY3-g TomwunoraoH
axunnax 6oncoHa KoMmnaHu nx baspTai 6arHa. XaTartam
OlOYHMP3N Hb TyC KOMM@HWWH YYCraH baliryynary
6eree 010H XUAniiH Typ TY3-g 6aiix, Metpo Matag
KOMMaHWUZ, YA3MX MX XyBb HIM3P OPYYJ/ICaH HIM3H M.

ONoH HUIATUIAH Xapuauaa

KomMnaHn ONoOH HWATUIAH OpOo/LLoO, XapwauaaTan
X0n000TONM XapuyLaaraa mall udyxang y3gar. Anvsaa
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AXKJIbIH XOTeN0OPUIAT IXYYIX3I3C OMHE KOMMaHW Hb
Wwaapg/aaraTai 3eBLIeepAyyAMNr canbap XapuyLcaH
areHtiar 6onox Awwurt MantMan, Tra3pbiH TOCHbI
rasap (AMITI) 6onoH 6ycag Oyx Xxonborfox TepuinH
Gaviryynnaryygaac  aBy  axwinagar.  KomnaHuwiiH
AKUNTHYYA TONIOBNOCOH YIN @Xnnaraaraa TaHUALLY YK,
X3/13/13X 30PUArOTOMIroop A33pX areHTaar 60J10H OpoH
HYTIVMIH 3acar 3axvpraa, TeJeeneryauiid opoJL00TON
xamTapcaH yynsantyyaas oponugor. OpoH HyTrWiAH
3acar 3axupraaHbl anbaH TylwaanTHyyaTanm yynsant
XUAXWIAH 33P3rL33 HUNTMUIAH XOMKUA, OPOH HYTTUIAH
XaMTbIH aXuanaraaHbl XeTeN6epYYANIRH XYP33HLI OPOH
HYTTUIAH  VMPr3gUIAH - acyyaTaHA Xapuynax Yynsantbir
TyXallH CyypwWH ra3pblH 3axupraaHbl 6alipaHg 30XWMOH
Ganryyngar. MeH KOMMaHWH Teneeneruns Yy
axuinaraa siByynaxaap Te/eBJOCOH rasapt OMpoaLoo
ambjapgar 3CB3N HyTarnajar HyYA3N14vH ManyvaTan
YYA3anT XuH3. TyyHUNI3H KOMMaHWUIAH ONIOH HUNTUIAH
Xapwilaa xapuyLcaH axXwaTHYYAblH Teneenen 6yxui
N YAN axuanaraaHbl fBUad Tanban a33p 6anpumx
axunnagar.

Yiin axwunaraa sByyax 6airaa razpyysaas ON0H HUATIA
YWTNICIH XOTONOOPYYAMIT aBY X3P3rKYyAA3r 6a 34ra3p
AXYyAbIl OPOH HYTIWIH 3acar 3axupraataii xamTpaH
30XMOH bBawryynaar.

KoMnaHu OpOH HYTIMIAH TYyAXyy OPOALOO, XaMTblH
aXxunnaraa Hb atoyaryi 6erees  aMXWATTam  yiun
axuanaraa XaparkyyI3XUAH TON TYAXYYP MOH X3M33H
y343r .

2019 OHbl YN
AXXWUNNATAA BA TOJ1IOB

ONOH  LOOHOT  epemaex XeTenbep  X3parkyysax
3opwaroop komnaHu 2018 oHA XepeHre 60CrocoH
berees, 2019 OHbl BpemMANerviiH KaMnaHUT axuaz
30puynaH X0€p epMUH LLamxar rapansasg 6aliHa.

Tyc komnaHn Hb XX TanbalH XxoWa x3carT Garipiax
LisH Toropyy-1 6osnoH LlaraaH 333p-1 LOOHOryyabIr
epemzexeep MoHron yacaj xamruitH Typlunaratai
berees WA3BXTIM YN axwuinaraa AByy/X 6aiiraa
epMUIH  onepatop  KomnaHu  6onox  AuKroW
VHTepH3MWHA KoMnaHuTah T3aHuin 40105 epmuiiH
LLaMXTUIAT alimraax rapas 6anryyncaH. JHIXyy rapasHui
faaryy Komnanu MeH 2019 oOHbl  epemasieruiiH
XOTONOOPUINH ABLAZA XVIATAIX annBaa HIINT A33P H3IH
fapyy YH3AM33 XWX GONOMXKWUIAT BYypAyyasX HIMIAT
LLOOHOTr epemMaex 3pxTan bairaa. H3ant Torroorason
Tyciaa YWNUWITI3HWMIA  Uamxar aluriaH — TypLumaT
XUnx 6osnHo. AuKo KoMnaHWiH epMUH LiaMxar Hb
33prangas opumx XIX Tanbaig eHrepceH epemManervinH
YAVPABLIT  AyycTan epemaner xuiix 6aicaH Tyn

HYY/T3H  LUWKYYI3X axuanaraa GorvHo xyrauaaHg,
JIOTUCTUKWIH XyBbJ, XAn6ap fBargax 6010MXKTOW FOM.

OpemManerniiH  Heree rp3ar [latoH [leTtponeym
WNHXUHWPpUHT 3Ha Ownndung Cepsuc XXK-tailm Tyc
KoMnaHunH  Aundkc3ninl  epmuiiH  uamxruir XX
TanbaliH ypa x3cart 6arpnax XannyH byra-1 LooHormimr
epemMaexe/ awwvrnaxaap 6airyyanaa. Tyc rapas Hb
XannyH 6yra-1 LLOOHOrOOp HI3AT TOITOOIABO YHINM?
XWX 30punAroop 3cxyn MoHrobiH 6apyyH 6ycag opLumx
V Tanbaig epemaner Xxmix 30puUaroop Xoep Aax LLooHor
epemaex 6onox 6onomxumir Metpo Matagas MeH n
onrox 6ariraa oM. TypLUMATBLIH annBaa Y axuinaraar
TycZaa YWIUMAMIIHMIA Lamxraap rymustraHa. JaToH
KOMMaHuH Lamxar 2018 OHbl 3U3C XypTa/N axwaTtawn
baiicaH 6erees ogooroop XannyH 6yrbiH banplunaac
3yyH Tuiw  oWposyooroop 125 KM-WIH  3aig
6aiiraa. Mima XX Tanbait pyy HYYAraH LLUWJIKYYIIXIA
XapbL@aHryin 60rMHo xyralaa waapaaraaHa.

Komnanu L3H TOropyy-1 LLOOHOrVMIH epemanervinH
axnbir 07-p  capA 3XIyy/A3x3dp TeneBnex 6GaiHa.
LlooHornH HuAT ryHuar 3050 wmeTtp  bGalixaap
TONIOBNOCOH Herees epemae, KapoTaxkuninH XaMXKUAT
XUNx3g oviponyooroop 40 xoHor 3apuyynHa. LlsH
TOropyy npocnekT Hb 33prangasx XIX TanbaviH T19-
46-3 H33NTUIAH LLOOHOTOOP ra3pblH TOCTOW M3A3T Hb
6atnargcaH CTPYKTYypblH ypariiaax Yprasxkiasn oM.
[JaxuH 6onoBcpyyncaH 2 X3MX33CT  YNUMPXUIANIN
6O/IOH LLUMH33P O/K aBCaH 3 XaMK33CT YNUNPXUNANANAH
ererfen cyypunaH XxaMruiiH cyyag rapracaH sypariasn
Hb XypaaryypblH OPOIH X3CTUIAT Opyynaaz CTPYKTYpPbIH
ANAN3HX X3Car Hb XX Tanbaig oplumx Bynr xapyyak
6aiiraa tom. LsH Toropyy npocnektuiiH onbopiox
6ONOXYNL, X3TUAH TeNeBT raspblH TOCHbI AyHAAX
X3aMx33r 25 cas H6appenb Harixaap TooLo0MK baliraa.
Li3H Toropyy-1 yooHor Hb T19-46-3 TOCHbI LLOOHOrOOC
yparw 1.1 km 3aig 6aripnax 6erees yHACIH 30pUATOT
pesepByapyyablH 4334 Xxun onposuooroop 2800
METPUIH I'YHZ, TOXMOHO I3 TOOL,00/K baiiHa.

LsH Toropyy-1 LLOOHOTWIAH yin axwunnaraa Ayycmary,
uamxrunr gapyi LaraaH 333p-1 LOOHOMMIH Ganpimn
pyy HyyaraHa. LlaraaH 333p-1 LLOOHOTVIMH TeNeBAeCeH
HUUAT TYH Hb 2500 meTp 6aix 6Gereef LLOOHOrMNr
epemMaeXx, KapoTaXWUiiH XOIMXKUATUNAT  XUIX3Z,
oripos,ooroop 35 xoHor 3apLyynaxaap 6aiHa. LiaraaH
393p MpOCMeKT Hb TamcaruiiH caB raspbiH GapyyH
YP4 y3yypT oplmx 6ereeg TamcaruiiH cas rasap Hb
XIX Tanbang XWWArACIH HIINTYYAWNAH TOA TOC YyCrary
ran 3yyx Hb 6ongor. LlaraaH 333p-1 wooHoruir LisH
Toropyy-1 LlOOHOrooc 6apyyH TMWLI 5 KuaomeTpuiiH
3ang, XIX TanbaitH T19-46-1 TOCHbI LOOHOrooC H6apyyH
yparw 4.5 knnomeTpuinH 3ang epemaeHse. Llaraan 333p
NMPOCMNeKTUAH 0N6oPAOXK BONOXYNL, X3TUAH TeneBT
raspblH TOCHbI AyHAaX X3Mx33r 13 cas 6Gappenb

TY3-UAH r’MWIYYOUWH M3O3rasn

6alixaap TooL00/XK baliraa.

Xanuyn  6yra-1  uooHormir [laToH  KOMMaHWH
epMUIMH Lamxraap 07-p capblH Cyya33p epemaex
IXNIXIIP Tenesnex bairaa berees epempaner 6010H
KapOTaXkMMH XIMXKMATUAH axbir 35 XOHOIT XWiAx
XYN1331TT31 6aliHa. TyC LOOHOTUWH TONeBA6COH HUIT
ryH Hb 2100 meTp. XanuyH 6yra-1 LLooHOr Hb HaccenHbl
TOB X3C3IT Xarapsiaap TycraapharfgcaH CTpykTyp
TOPANIH Xypaaryypbir OHUAOH, XX TanbaiH ypa X3cart
epemMaeraex oM. XaanyH byra npocnekTuiiH onbopaox
6010XyIL, X3TWIH TEONOBT ra3pblH TOCHbI yHAAX X3MXK33
48 can bBappenb 6alix TOOLOOTOW. ©pemaner gyycax
YeA LLOOHOTUIAH YP AYH, OJ0ATOOC LWaNTraank KoMMaHm
Hb XanuyH 6yra A33p yAaax LOOHOTUIAT epeMAeX 3CXY/
epMUIH uamxruinr V' Tanbaing epemaner Xxuuxssp
HYYAM3H WWAXKYYA3X 3cxyn XX TanbanH XOWna X3CruiiH
VAN axwnnaraaHgaa TeBNOPOX 3C3X [A33p LUMIAABIP
raprax 60sHo.

OpMUIMH  X08p  uamxar  axwuaayynaxaac —rajHa
TYPWUATBIH YA @Xuanaraans 30puynaH  Tycjaa
YANUMAMI3HUIA Lamxar awwuraax Hb komnanug 2019
OHbl 4-p YAVPAbIH 3LC33p YW axuanaraar 30rcoox
XYPT3/1 TYC OHbl ©POMANSIMIH KaMMaHUT axJbir BypaH
Jlyycrax xaHranTTai xyratiaar oNrox tom.

TANAPXAN

TY3-uiiH 3yrasc O6yTa3H >XUAUAH Typll ypam 30pwr,
XWNY33A 3YTIIATIN aXWANaX WPCIH TEXHUKWUIH 6O0H
TEXHUKUIH OyC axwuaTtaH, axwuanarcgajaa Ttanapxax
Oyinraa UN3PXUIANXUIAT XyCaK baliHa. MeTpo MatazbiH
6ar xaMT O/iHbl BYP3H AyYP3H, yWAraryi xmussn 3yTran
[133p OepeenieH raixantail Lar Yewnr yrraHa ragsrra3
6ug wTranTari 6ariHa. TY3 Hb XyBbllaa 333MLWUrYnA
erex YH3 L3HWUIT 6uin 6oarox yypar xapuyunaraa 6ypaH
AYYP3H XYN33XK  axwuanagraa WAIPXUANIXUIAH caLlyy
KOMMaHWMH YA axuanaraar ypraak A3MXKMXK WPCIH
XyBbLIaa 333MLLMIYA3A33 Tanapxax byliraa nnsapxuiibe.

TY3-uliH euwyyo
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Health, Safety, Security and
Environmental Management System
(HSSE-MS)

Petro Matad continues to develop and update its
HSSE-MS to align with International Oil and Gas
Procedure (IOGP) 511 which outlines Operational
Management System Guidelines. The HSSE-MS is a
dynamic document and will continue to be updated
as new and revised policies and procedures are
released by IOGP.

An essential and fundamental part of Petro Matad’s
HSSE culture is shaped by the Company’s HSSE-MS.
It provides practical and real time guidance for all of
the Company's operations and activities. It provides
a framework to ensure operations are conducted
in accordance with international standards, as
well as ensuring compliance with Mongolian laws
and regulations. Further, the Company's HSSE-
MS adheres to guidelines set out in: International
Association of Oil and Gas Producers (IOGP),
ISO 14001, Environmental Management System
Guidelines, OHSA 18001 Occupational Health
and Safety Management System Guidelines,
International Association of Drilling Contractors
(IADC), and International Association of Geophysical
Contractors. It allows for instant access to industry
standards facilitating the Company’s ability to quickly
apply best in class operating procedures, which will
always be in line with Mongolian legislation.

Petro Matad’'s Observation Programme follows
guidelines set outin IOGP and these are incorporated
into our HSSE-MS. The Observation Programme
records and categorises all Unsafe Acts, Near Misses
and Unsafe Conditions. In addition, it acknowledges
best practices in all field operations and Company
offices in Ulaanbaatar. All learnings from the
Observation Programme are cascaded throughout
the Company to ensure corrective and preventative
actions are taken to ensure mitigating measures are
implemented.
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Operations

Petro Matad is fully committed to accurately
measuring and reporting HSSE metrics in accordance
with best practice and international standards.

In 2018, the Company undertook exploration

drilling programmes in Blocks IV and V. The drilling

programme was planned and executed under IOGP
and IADC guidelines for the management of HSSE.

Petro Matad ensured that its Contractor and Sub-

Contractors operated within the requirements

as defined in I0GP and IADC. During the drilling

programme, members of Petro Matad's senior
management continually monitored and undertook
multiple inspections on the main drilling Contractor.

The purpose of the inspections was to:

* Evaluate the Contractor's and their Sub-
Contractor's  operational  capacity  and
commitment to HSSE in the field;

* Ensure compliance to Mongolian National
Standards;

* Evaluate the Contractor's HSSE Plan and its
execution during drilling operations; and

* Evaluate the Contractor's compliance to
guidelines set out by IOGP and IADC.

The Inspection findings concluded that the
Contractor was operating satisfactorily under
the guidelines set out in IOGP, IADC, Mongolian
National Standards and as a Mode 2 Contractor,
which is where the Contractor executes all aspects of
the contract under its own HSSE-MS. The Company
is responsible for verifying the overall effectiveness
of the HSSE management controls put in place by
the Contractor, including its interface with Sub-
Contractors, and assuring that the Company’s and
the Contractor's HSSE-MS are seamlessly compatible.
With the strong Petro Matad HSSE presence in the
field and the dedication of the Contractor, the 2018
drilling programme concluded with no Lost Time
Injuries (LTI), with a total of 251,751 manhours
recorded. In 2018, the Petro Matad Group’s Total
Recordable Incident Rate (TRIR), which is one of the
Company’'s Key Performance Indicators was Zero.
Contributing to this successful outcome was the use
of Leading and Lagging Indicators which allowed for

proactive information gathering so that both Petro
Matad and its Contractor were able to analyse trends
that could have otherwise led to a potential incident
occurring.

Continuing management commitment and rigorous
application of safety systems and procedures,
combined with ongoing training, have driven
progress in non-injuries and LTI's to three consecutive
years of zero LTI's.

Health, Safety, Security and
Environmental Policy

Petro Matad's Health, Safety, Security and
Environmental Policy demonstrates that executive
management and all employees of the Company are
committed to the welfare of all and it further requires
that Contractors conduct their services in line with
the Company’s Policies. The Company understands
that its people are its greatest asset and success
can only be achieved by ensuring their welfare and
wellbeing.

The specific objectives of Petro Matad’'s HSSE Policy

are to:

*  Achieve an accident-free workplace;

* Make Health & Safety an integral part of every
managerial and supervisory position;

®* Ensure Health & Safety is considered in all
planning and work activities;

* Involve our employees in the decision-making
process though regular communication,
consultation, and training;

*  Ensure a minimal environmental footprint in all
activities;

*  Provide a continuous programme of education
and development to ensure that the Company's
employees work in the safest possible manner;

* lIdentify, manage, and control all potential
hazards in the work place through hazard
identification and risk analysis;

* Ensure all potential accidents and incidents are
controlled and prevented;

*  Provide effective injury management; and

* Comply with relevant occupational Health &
Safety laws, regulations, guidelines, and project
requirements.

HEALTH, SAFETY, SECURITY
AND ENVIRONMENT

The success of the Company’s HSSE management

system is dependent on:

*  Pro-active planning of all work activities with
consideration given to implementing health and
safety controls that are suitable to each given
situation;

* Understanding the total work process and
associated health and safety risks;

* Ensuring that employees and contractors are
totally committed to achieving objectives;

* Ensure that open and honest communication
exists between management and all employees;
and

*  Minimizing impact upon the environment and
to conserve and protect the environment in all
areas of operation.

Commitment to the Environment

Petro Matad is fully committed to the conservation
and protection of the environment in all its areas
of operation. The Company's annual Environmental
Management Plans (EMP) for each of its areas of
operation, which are approved by the Ministry of the
Environment, comprise detailed plans on how the
Company intends to protect the environment in all
operating areas. The EMP is provided to local and
regional governance bodies to provide assurance
to local communities and governments that Petro
Matad will operate responsibly. The Environmental
Policy underlines the Company's commitment
to the protection of the environment. It includes
robust measures for spill prevention, environmental
training of staff and contractors, waste management
and recycling, water source management, and
environmental restoration.

During the Company's 2018 drilling programme,
the Company continued its excellent record of
compliance to environmental regulations. All
required permits were obtained and submitted as
stipulated by Ministry of Environment and District
(Aimag) Environmental Departments. Petro Matad
engaged specialist contractors during the 2018
drilling programme to ensure compliance with all
environmental laws of Mongolian. Additionally,
an environmental company was contracted to
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ensure that all due diligence and legal compliance
were undertaken by Petro Matad in obtaining the
Detailed Environmental Impact Assessments (DEIA)
approval of which is required before any operations
can take place. This enabled Petro Matad to provide
to the Ministry of Environment an Environmental
Management Plan demonstrating full commitment
to take all reasonable measures to protect the
environment as per Mongolian law.

Additionally, a specialist environmental monitoring
company was contracted to conduct environmental
monitoring (before, during and after operations) on
the drilling locations. Monitoring provided detailed
analysis of any adverse effects to both flora and
fauna from which recommendations for future
drilling operations were developed.

To ensure legal compliance in all areas, an
Environmental Audit was conducted by an external
audit company for the period covering 2015-2017
including the seismic operations on the Company’s
Blocks IV and V PSCs.

Petro Matad takes all comments received from
the local community seriously, investigates as
required and ensures that issues are addressed and
rectified as soon as reasonably practical. After the
2018 drilling programme, the areas of operations
were inspected by local authorities to ensure that
appropriate efforts to remediate the land were
undertaken, taking into account any comments and
recommendations made by the local authorities.
Recommendations from the 2018 programme have
been incorporated into the planning and execution
of the Company’s 2019 operations. In addition to
studies conducted in 2015, complete and detailed
Archeological, Paleontological and Ethnographic
studies were conducted on Blocks IV, V and XX by
the Mongolian Science Academy of Archeology and
Paleontology departments in 2018.
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Air Quality

To ensure that national and international regulatory
parameters are adhered to on emissions. Petro
Matad conducts emission tests before, during
and after operations. This ensures parameters are
adhered to and accurate information is recorded for
future emission estimations, enabling optimization
of the implementation of future emission reduction
measures.

Summary

Enshrined in all of Petro Matad's operations are
safeguards that ensure its HSSE standards are
paramount and foremost in all activities undertaken
by the Company and its Contractors. Pre work
planning and risk analysis before operations
commence are focused on ensuring standards are
maintained and enforced. This approach ensures
that the Company’s license to operate remains in
good standing while constantly striving to improve
standards while protecting the environment and the
safety of all personnel in the operating areas.

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
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Corporate Social Responsibility/Community
Relations is an integral part of Petro Matad's
activities. The Company is committed to evaluating
and minimizing the social and environmental impact
of its operations, thereby ensuring its long-term
sustainability. Petro Matad has developed a Social
Performance (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.

Social Performance Objectives

Petro Matad's strategic SP objective is to support its

business needs primarily through managing social

risks and building broad based stakeholder support
for its projects to enable on-time and within budget
delivery. The strategic SP objectives are to:

* Manage on the ground social impacts and
engage closely with local communities on the
management of these risks;

*  Ensure community access to timely and accurate
information on proposed and executed projects;

e Support HSSE in monitoring environmental
impacts during planned operations;

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

*  Provide local contractor support to avoid,
minimise or mitigate adverse social and cultural
impact on surrounding communities; and

e Support local contractors to optimise local
participation in  projects through direct
employment or procurement of goods/services.

Stakeholder Engagement

The core objective of Petro Matad's SP stakeholder
engagement strategy is to build relationships,
strengthen trust, gain broad-based support and
broaden understanding of the communities in
which Petro Matad is operating, which provides a
mechanism for effective social risk management.

In 2018, Petro Matad undertook community and

34

stakeholder engagement ahead of its drilling
programme with the objectives of:

e Introducing the project, its background and
status, and provision of information on current
and planned activities to the local officials and
community members in the areas where drilling
operations were to be conducted;

* Gaining the support of herders and other
stakeholders for the proposed drilling
programme;

e Building trust between the Company and
affected community members;

e Building a constructive working relationship
with local authorities;

e Obtaining a better understanding of community
concerns about the drilling programme and
other related issues; and

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

Petro Matad maintains an effective community
grievance mechanism to resolve issues and
complaints promptly and appropriately. The
grievance mechanism was established in 2015
and continues to this day for all work programme
activities undertaken by the Company.

The Company's stakeholder engagement initiatives
were implemented during the 2018 drilling
operations in Block IV (Baatsagaan Soum) and
Block V (Guchin-Us Soum). At the commencement
of operations in Guchin-Us Soum herders in the
area raised objections which were generally due to
initial misunderstandings. These were efficiently and
effectively dealt with by the Company’s CSR team
through engagement with Soum and Aimag officials
and directly with the herder families. Additionally,
a delegation consisting of the Ministry of Mining,
Ministry of Environment, State Inspection Agency
and MRPAM assisted in community engagement to
explain that the operations of the Company were
sanctioned by the Mongolian Government and fully
compliant with all legislation.

In Block IV, Baatsagaan Soum drilling operations
were conducted without any community issues,

which was the direct result of effective and timely
community engagement and the relationships that
were established with Soum and Aimag Government
offices. The lessons learned in Block V operations,
particularly the need for local engagement
immediately ahead of equipment mobilization were
applied successfully in Block IV.

Social Investment Activities

Petro Matad has developed and implemented a
Social Development Policy to contribute to the social
needs of communities located near and impacted
by the Company’s exploration and drilling activities
in Blocks IV, V and XX. Through transparent and
meaningful engagement with communities and
stakeholders, we identify opportunities to make
contributions that have wide reaching benefits for
all local residents. The Company focuses on the
delivery of accessible and meaningful assistance to
the communities in which work programme activities
are undertaken. The social development policies
are focused on the quality and comfort of local
community life through supporting developments
in local regions and provinces, rather than providing
temporary relief.

In 2018, under the Company’s Social Development
Policy and Social Action Plans, the following
projects were implemented after consultation with
Community Reference Groups formed in each Soum:

Guchin-Us Soum, Uvurkhangai Aimag:

e Funded the drilling of a fully equipped water
well in the 3rd Bagh using up to date technology
for sustainable future use by herders and their
livestock.

*  Funded the clean-up of a Soum landfill.

*  Funded the purchase of a front-end loader for
use by the Soum’s administration and residents.

*  Funded the installation of a fully equipped
children’s playground, and restored an existing
basketball court and fence around the children’s
recreational park in the Soum centre.

*  Funded the construction of a disinfectant bath
for the livestock of 3rd Bagh herders.

CORPORATE SOCIAL RESPONSIBILITY

Bayankhongor Aimag:

e Contributed towards various arts and sports
events, sponsorship in the form of tuition
fees for students from vulnerable family
backgrounds as well as treatment expenses for
residents undergoing major surgeries.

Baatsagaan Soum, Bayankhongor Aimag:

e Supplied feed for animals in the area which
were observed to be lacking food due to harsh
winter conditions.

*  Funded the installation of streetlights and CCTV
cameras in the Soum centre.

e Funded the drilling of a fully equipped water
well in the 5th Bagh using up to date technology
for sustainable future use by herders and their
livestock.

e Funded the purchase of a dump truck for use by
the Soum’s administration.

*  Funded the purchase of musical instruments
and equipment for the Soum'’s cultural centre.

e Funded the purchase of new furniture for the
Soum'’s school dormitory.

e Funded the purchase of bio-toilets for the
Soum'’s kindergarten.

*  Made a contribution to the local Herder's Sports
Open Day.
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Corporate Governance at
Petro Matad Limited

Since 2010 the Company has followed the
QCA Corporate Governance Guidelines for AIM
Companies (QCA Code), and the Board, to the
extent considered applicable, has ensured that
the Company was in compliance with that Code.
A Corporate Governance Social Action and
Environmental (CGSAE) Committee was formed in
2010. The Committee is charged, amongst other
things, with overseeing and reviewing compliance
and corporate governance issues.

Following the changes to the Alternative Investment
Market (AIM) rules which now require AIM-listed
businesses to adopt a recognised corporate
governance code, the Company is pleased to report
that the Board has chosen to continue to follow the
QCA Code and is applying the 2018 QCA Code.

Enkhmaa Davaanyam, Non-Executive Chairperson

Strategy and Business Model Promoting
Long-Term Value

The Petro Matad Group's strategy is focused on
oil exploration in Mongolia and the Group will
continue to pursue exploration projects within high-
graded exploration areas in Mongolia. Shareholder
value will be realised with the development and
production of any commercial discoveries made
by the Company. Petro Matad will also look at risk
diversification measures such as farmouts should a
favourable opportunity arise.

The Company is focused on high-grading
exploration areas by accessing and applying state
of the art technical resources to maximise the
probability of identifying the best opportunities for
making hydrocarbon discoveries.

As an exploration company, funding its exploration
work programme is critical. The Board reviews
funding requirements closely and is focused on
ensuring that the Company will be able to fund
planned future work programmes.
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Board of Directors and Composition

The Board is currently comprised of two Non-
Executive Directors (who are shareholder
representatives), one Independent Non-Executive
Director and two Executive Directors.

Due consideration is given to the composition of

the Board to ensure:

e The principle of having at least one Independent
Director on the Board to oversee the interests
of the Company and all shareholders is
maintained

* The Board has appropriate skills, experience
and expertise

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

* Appropriate executive representation on the
Board

The Board is comprised of the following members

as of the date of this report:

¢ Enkhmaa Davaanyam, Non-Executive
Chairperson (Petrovis appointee)

*  Shinezaya Batbold, Non-Executive Director
(Petrovis appointee)

e Timothy Bushell, Non-Executive Director
(Independent)

e Michael Buck, Executive Director (Chief
Executive Officer)

e John Henriksen, Executive Director (Chief
Financial Officer)

Brief biographies of the Directors are set out on
pages 6 to 10.

Each Director brings different skillsets and
capabilities to the Board, resulting in a balanced
Board with the necessary blend of relevant
experience, skills and personal qualities to deliver
the strategy of the Company.

On an ongoing basis the Board reviews the expertise
required on its Board to ensure it is fully capable to
determine and implement the Company’s strategy.
Board additions or replacements are made with
the Company’'s current outlook and business
development stage in mind, and candidates are

considered on merit, against objective criteria and
with due regard for the benefits of diversity on the
Board, including gender.

The Company will ensure, where necessary, that all
Directors receive the necessary updates and training
to keep their skill sets up to date.

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

Board Performance Evaluation

The Board has not formally adopted performance
evaluation procedures. However, the Board takes the
effectiveness and efficiency of its Directors seriously
and will continue to review its own performance and
effectiveness in an informal way. Performance of all
Executive Directors is monitored on a continual and
ongoing basis in order to assess their effectiveness.

All Directors stand for re-election on a rotational basis
whereby one third of the Directors of the Company
are required to retire from office at each annual
general meeting of the Company and may submit
themselves for re-election at each annual general
meeting of the Company. All Directors are evaluated
on an ongoing basis before being proposed for
re-election to ensure that their performance is and
continues to be effective, that where appropriate
they maintain their independence and that they are
demonstrating continued commitment to the role.

While the Board has plans to add a second
independent Non-Executive Director it also evaluates
requirements in relation to succession planning
taking into account the required skill set and plans
and performance of incumbent Directors.

Board Processes

The Company is controlled by the Board of Directors.

Ms D. Enkhmaa ensures the efficient and effective
functioning of the Board and, together with the Board

CORPORATE GOVERNANCE STATEMENT

as a whole, are responsible to the shareholders for
the proper management, development, leadership
and protection of the Company’s assets. The roles
of the Board and its Committees include, but are not
limited to, the establishment, review and monitoring
of business and strategic plans, overseeing 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
all Petro Matad employees and contractors work
towards achieving the Company's goals, vision and
mission.

All Directors receive regular and timely information
on the Group’s operational and financial
performance. Relevant information is circulated to
the Directors in advance of meetings. All Directors
have direct access to the advice and services of the
Company's Corporate Manager and are able to take
independent professional advice in the furtherance
of the duties, if necessary, at the Company’s expense.
The Board through a combination of meetings and
conference calls regularly reviews operations and
implementation of strategy. Board meetings and
discussions in 2018 were attended by all Directors a
large majority of the time. Non-Executive Directors
are closely involved and updated with regular
information flows and are expected to spend at
least circa 3-4 weeks of their time each year on Petro
Matad matters.

Board Committees

The Board has established an Audit Committee,
a Remuneration Committee and a Corporate
Governance 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.
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Audit Committee

The members of the Audit Committee in 2018 and
to the date of this report, are as follows:

Chair
Enkhmaa Davaanyam

Members
Timothy Bushell
Shinezaya Batbold (appointed 7 June 2019)

The Audit Committee meetings are normally linked
to events in the Group's financial calendar, including
a review of the Company's annual and half yearly
results, the review of the internal controls of the
Group and ensuring that the financial performance
of the Group is properly 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
objectivity and independence in the conduct of the
audit, and reviewing the nature and extent of non-
auditing services provided by the auditors, seeking
to balance the maintenance of objectivity and value
for money;

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

(c)monitoring theintegrity of the financial statements
of the Company and any formal announcements
relating to the Company’s financial performance,
reviewing significant financial reporting judgments
contained in them, including reviewing the half-
yearly and annual financial statements before
submission to the Board;

(d) reviewing the Company's internal control
systems; and

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

The Audit Committee meetings minutes are
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circulated 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
improvement is needed.

Remuneration Committee

The members of the Remuneration Committee in
2018 and to the date of this report are as follows:

Chair
Timothy Bushell

Members
Enkhmaa Davaanyam
Shinezaya Batbold (appointed 7 June 2019)

The Remuneration Committee evaluates the
scale and structure of remuneration for Executive
Directors, reviews the recommendations for senior
managementofthe Company,andwhereappropriate
overviews the broad issues of salary levels for all
employees. The Company's remuneration policy is to
facilitate the recruitment, retention and motivation
of employees through appropriate remuneration
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
rewards under the share incentive schemes. The
Committee 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 45 to 51.

Corporate Governance, Social Action and
Environmental (CGSAE) Committee

The members of the CGSAE Committee in 2018 and
to the date of this report are as follows:

Chair

Oyungerel Janchiv

(retired from the Board on 20 September 2018)
Shinezaya Batbold (appointed 7 June 2019)

Members
Enkhmaa Davaanyam
Timothy Bushell

The CGSAE Committee among other things regularly
reviews the Company's corporate governance and
system of internal non-financial controls; assigns
responsibilities for health, safety, security and
environmental (HSSE) matters and community
liaison; reviews the application of the Company’s
social action policies and environmental 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
effectiveness. The internal controls systems are
designed to safeguard the assets of the Company,
ensure compliance with applicable laws and
regulations and internal policies with respect to the
conduct of business and the reliability of financial
information for both internal use and external
publication. The Board has delegated to management
the implementation 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
expenditures require senior management approval
at the appropriate stages of each transaction.
Actual versus budgeted expenditure data and
the Company's cash position is reported to, and
monitored by the Board on a monthly basis. In 2018,
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 reviews of internal controls are
undertaken to ensure that they are appropriate
and effective. It is the opinion of the Board that the
system of internal controls operating throughout
the year were adequate and effective.

CORPORATE GOVERNANCE STATEMENT

Business Conduct and Ethics

Business conduct and ethics are key factors for the
Company and the Board.

Extractive Industries Transparency
Initiative (EITI)

EITlis a global initiative in which extractive industries,
governments and civil society, all work together
for greater transparency. Improved financial
transparency of extractive industries operating in
countries 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 with the EITI. Therefore, the Company’s
Mongolian subsidiaries have cooperated with the
government in this respect and participates in the
transparency report prepared by the Mongolian
government.

Anti-Bribery and Corruption Policy (ABCP)

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. 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
employees which is in line with the new Market
Abuse Regulations that came into effect on 3 July
2016.
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Risk Management

The Board acknowledges that risk assessment
and evaluation is an essential part of the Group’s
planning and an important aspect of the Group’s
internal control system. The Board is committed
to applying best practice technical, commercial
and financial solutions to mitigate risks as much as
possible, while always maintaining a proper control
environment to ensure all laws and regulations are
followed. 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 undertaken to review risks annually
using a purpose built risk matrix. Risks identified are
ranked in relation to the probability of occurrence
and impact on operations. Each identified risk is
delegated to a senior member of the management
team to monitor and define mitigating and
intervening action, should circumstances warrant it.

Financial Risks

*  Bank Default

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

e Financial risks — inflation, exchange rates etc.

Government/Statutory Risks

*  Expropriation of PSC

e Sanctity of contract — Detrimental change of
PSC terms

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

*  Government ineffectiveness/Institutional failure

*  Loss of listed status

e External statutory risks (Anti-bribery, FCA)

Operational Risks

e Lack of sufficient success in next exploration
programme
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*  Contractual risk — quality of work or value for
money not achieved

e Work programme risk — improper well design
and others

e Contractor risk — equipment failure

Health, Safety, Security and Environmental Risks

*  Natural disasters/health epidemics

e Environmental damage

e Accidents in workplace

e Security concern: Civil unrest, terrorism,
sabotage

Management Risks

*  Management effectiveness

*  Project management/operational efficiency
e Loss of key staff

Shareholder and Investor Relations

The Board remains committed to maintaining
communication with its shareholders. The Company
encourages two-way communication with both its
institutional and private investors and responds
quickly to all queries received. The CEO talks
regularly with the Group's major shareholders and
ensures that their views are communicated fully to
the Board.

The Board recognizes the AGM as an important
opportunity to meet private shareholders. The
Directors are available to listen to the views of
shareholders informally immediately following the
AGM. The Company's Articles of Association were
amended at the September 2018 AGM to enable the
Company to potentially hold AGMs in the United
Kingdom in the future, in recognition of Petro Matad
Limited being listed on AIM, where a substantial
number of the Company's private investors are
based. Where voting decisions are not in line with
the company'’s expectations the Board will engage
with those shareholders to understand and address
any issues. The Company'’s Executive Management is
the main point of contact for such matters and the
Company has established an email address for this
purpose: admin@petromatadgroup.com.

The Company maintains a website for the purpose
of improving information flow to shareholders as
well as potential investors. All press announcements
and financial statements as well as extensive
operational information about the Group's activities
are made available on the website. Enquiries from
individual shareholders on matters relating to their
shareholdings and the business of the Group are
welcomed through the Company’'s website and
other methods of communication.

The Company has also engaged FTI Consulting
in 2017 to enhance investor relations. In order to
provide more informational updates on operations,
the Company started a Twitter account with an aim
to provide continual operational updates to its
investors and shareholders.

Stakeholder Engagement and Corporate
Social Responsibilities

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

This is evidenced and underpinned by our vision
and values including ongoing engagement with
stakeholders at all levels.

The core objective of Petro Matad's SP stakeholder
engagement strategy is to build relationships,
strengthen trust, gain broad-based support and
broaden understanding of the communities in
which Petro Matad is operating, which provides a
mechanism for effective social risk management. For
more information please see the Corporate Social
Responsibility Statement on pages 33 to 35.

CORPORATE GOVERNANCE STATEMENT

The Company liaises closely with the Mongolian
regulator, Mineral Resources and Petroleum
Authority of Mongolia in bringing forward issues in
the conduct of business and operations within the
Mongolian oil industry and also to comply with its
obligations under the Production Sharing Contracts.

The Petro Matad Group conducts regular reviews on
the effectiveness of stakeholder engagement and
is committed to improve in areas were deficiencies
are recognised. The Petro Matad Group encourages
feedback from all stakeholders and reacts accordingly
in line with guidelines on stakeholder engagement.
The Company has established an email address
for this purpose: admin@petromatadgroup.com.
The Company’s public relations firm FTI responds
to general enquiries on behalf of the company,
recognising that price sensitive information will not
be divulged.

Please go to https://www.petromatadgroup.com/
corporate/corporate-governance/ for further details
on how the Company complied with the QCA Code.
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The Board of Directors of the Company has appointed a Remuneration Committee for the purposes of
establishing a framework for setting and maintaining remuneration at appropriate levels in the Group.

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

Timothy Paul Bushell (Chairperson)

Oyungerel Janchiv (Retired 20 September 2018)
Enkhmaa Davaanyam

Shinezaya Batbold (Appointed 7 June 2019)

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

Remuneration Policy

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

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

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

The Committee approves the design of all share incentive plans for approval by the Board and 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 Directors and other senior executives and the
performance targets to be used.

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

The Committee ensures that contractual terms on termination of employment of any Executive 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
requirements, the provisions and recommendations in the QCA Corporate Governance Code and the London
Stock Exchange’s AIM Rules for Companies and associated guidance. The Committee also gives due consideration
to pay and employment conditions elsewhere in the Group.
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The Committee reviews up-to-date remuneration information on companies of a similar size in a comparable
industry sector, as well as on other companies within the same group as the Group and ensures that automatic
increases are not implemented without considering relative performance and judging the implications carefully.

The Committee reviews and notes annually the remuneration trends across the Group.

The Committee is aware of and oversee any major changes in employee benefit structures throughout the
Group.

The Committee ensures that all provisions regarding disclosure of remuneration, including pensions, are fulfilled.

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

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

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

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

Options may be exercised, subject only to continuing service, during such period as the Board may determine.
Conditional Share Awards shall vest subject to continuing service and appropriate and challenging service and
performance conditions determined by the Remuneration Committee relating to the overall performance of the

Group.

(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 2017 and 2018, 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 Retired 20 September 2018
Enkhmaa Davaanyam Non-Executive Chairperson

Philip Arthur Vingoe Non-Executive Director Retired 10 March 2017

Amarzul Tuul Executive Director Stepped down 11 September 2017
John Rene Henriksen Chief Financial Officer

Mehmed Ridvan Karpuz Chief Executive Officer Stepped down 15 October 2017
Timothy Paul Bushell Non-Executive Director Appointed 10 March 2017

Michael James Buck Chief Executive Officer Appointed 22 November 2017
Shinezaya Batbold Non-Executive Director Appointed 20 September 2018
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(b) Compensation of Directors

Consolidated

31 Dec 2018 31 Dec 2017

$'000 $'000
Short-term employee benefits 1,075 1,176
Post-employment benefits - .
Share based payment expense 205 1
1,280 1,187

Consolidated

31 Dec 2018 31 Dec 2017

Directors $'000 $'000

Oyungerel Janchiv 24 31
Enkhmaa Davaanyam 54 52
Philip Arthur Vingoe - 6
Timothy Paul Bushell 88 59
Amarzul Tuul - 170
John Rene Henriksen 315 279
Mehmed Ridvan Karpuz = 481
Michael James Buck 586 98
Shinezaya Batbold 8 -
Total 1,075 1,176

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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Balance at 31 December 2017 or if applicable Balance Acquired Options & Balance as at
at the date of resignation as at and Awards 31-Dec-17
01-Jan-17 (Disposed) Exercised

Directors

Oyungerel Janchiv**** 19,305,446 (6,100,000) 62,500 13,267,946
Enkhmaa Davaanyam 4,888,400 - - 4,888,400
Philip Arthur Vingoe* 1,496,760 - - 1,496,760
Amarzul Tuul** 531,334 - 52,000 583,334
John Rene Henriksen 1,083,258 - - 1,083,258
Mehmed Ridvan Karpuz*** 1,946,209 - 75,000 2,021,209
Timothy Paul Bushell - - - -
Michael James Buck - - - -
Total 29,251,407 (6,100,000) 189,500 23,340,907
Balance at 31 December 2018 or if applicable Balance Acquired Options & Balance as at
at the date of resignation as at and Awards 31-Dec-18

01-Jan-18 (Disposed) Exercised

Directors

Oyungerel Janchiv**** 13,267,946 (1,000,000) 77,284 12,345,230
Enkhmaa Davaanyam 4,888,400 747,775 500,000 6,136,175
John Rene Henriksen 1,083,258 481,955 500,000 2,065,213
Timothy Paul Bushell* - 561,538 500,000 1,061,538
Michael James Buck”# - 3,270,006 1,000,000 4,270,006
Shinezaya BatboldA A4 2,000,000 - - 2,000,000
Total 21,239,604 4,061,274 2,577,284 27,878,162

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

** Amarzul Tuul stepped down from the Board of Petro Matad Limited on 11 September 2017.
*** Mehmed Ridvan Karpuz stepped down from the Board of Petro Matad Limited on 15 October 2017.
***% Qyungerel Janchiv retired from the Board of Petro Matad Limited on 20 September 2018.
ATimothy Paul Bushell was appointed to the Board of Petro Matad Limited on 10 March 2017.
AN Michael James Buck was appointed to the Board of Petro Matad Limited on 22 November 2017.
AAAShinezaya Batbold was appointed to the Board of Petro Matad Limited on 20 September 2018 and held a
shareholding of 2,000,000 shares in the Company at the time of appointment.

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

For the year ended Balance Granted  Options  Options Balance Not Vested Vested
31 December 2017 as at as Exercised  Lapsed as at & &
01-Jan-17 Remu- 31-Dec-17 Not Exercisable
neration Exercisable
Directors
Oyungerel Janchiv**** 475,000 - (62,500) - 412,500 - 412,500
Enkhmaa Davaanyam 150,000 - - - 150,000 - 150,000
Philip Arthur Vingoe* 150,000 - - (150,000) - - -
Amarzul Tuul** 608,500 - (52,000) - 556,500 - 556,500
John Rene Henriksen 100,000 - - - 100,000 - 100,000
Mehmed Ridvan Karpuz*** 75,000 - (75,000) - - - -
Timothy Paul Bushell - - - - - - -
Michael James Buck - - - - - - -
Total 1,558,500 - (189,000) (150,000) 1,219,000 = 1,219,000
For the year ended Balance Granted  Options  Options Balance  Not Vested Vested
31 December 2018 as at as Exercised  Lapsed as at & &
01-Jan-18 Remu- 31-Dec-18 Not Exercisable
neration Exercisable
Directors
Oyungerel Janchiv**** 412,500 - - (187,500) 225,000 - 225,000
Enkhmaa Davaanyam 150,000 - - - 150,000 - 150,000
John Rene Henriksen 100,000 - - - 100,000 - 100,000
Timothy Paul Bushell* - - - - - - -
Michael James Buck”# - - - - - - -
Shinezaya BatboldA A A - - - - - - -
Total 662,500 = - (187,500) 475,000 = 475,000

*Philip Arthur Vingoe retired from the Board of Petro Matad Limited on 10 March 2017.
** Amarzul Tuul stepped down from the Board of Petro Matad Limited on 11 September 2017.

*** Mehmed Ridvan Karpuz stepped down from the Board of Petro Matad Limited on 15 October 2017.

***%x Qyungerel Janchiv retired from the Board of Petro Matad Limited on 20 September 2018.
ATimothy Paul Bushell was appointed to the Board of Petro Matad Limited on 10 March 2017.
AN Michael James Buck was appointed to the Board of Petro Matad Limited on 22 November 2017.
AN AShinezaya Batbold was appointed to the Board of Petro Matad Limited on 20 September 2018.
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(e) Conditional Share Awards holdings of Directors

For the year ended Balance Granted Awards Awards Balance  Not Vested Vested

31 December 2017 as at as Exercised Lapsed as at & &
01-Jan-17 Remu- 31-Dec-17 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 -

Timothy Paul Bushell - - - - - -
Michael James Buck - - - - - -

Total 1,528,000 - - - 1,528,000 1,528,000 -
For the year ended Balance Granted Awards Awards Balance Not Vested Vested
31 December 2018 as at as Exercised Lapsed as at & &
01-Jan-18 Remu- 31-Dec-18 Not Exercisable
neration Exercisable
Directors
Oyungerel Janchiv**** 475,000 77,284 (77,284) - 475,000 475,000 -
Enkhmaa Davaanyam 150,000 500,000  (500,000) - 150,000 150,000 -
John Rene Henriksen 100,000 500,000  (500,000) - 100,000 100,000 -
Timothy Paul Bushell* - 500,000  (500,000) - - - -
Michael James Buck~~ - 1,000,000 (1,000,000) - - - -
Shinezaya Batbold A A - - - - - - -
Total 725,000 2,577,284 (2,577,284) - 725,000 725,000 -

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

** Amarzul Tuul stepped down from the Board of Petro Matad Limited on 11 September 2017.

*** Mehmed Ridvan Karpuz stepped down from the Board of Petro Matad Limited on 15 October 2017.
**** Oyungerel Janchiv retired from the Board of Petro Matad Limited on 20 September 2018.
ATimothy Paul Bushell was appointed to the Board of Petro Matad Limited on 10 March 2017.

AN Michael James Buck was appointed to the Board of Petro Matad Limited on 22 November 2017.

AN AShinezaya Batbold was appointed to the Board of Petro Matad Limited on 20 September 2018.
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Consolidated Statement

CONSOLIDATED FINANCIAL STATEMENTS

Consolidated Statement

of Profit or Loss and Other Comprehensive Income of Financial Position

For the year ended 31 December 2018

As at 31 December 2018

Consolidated Consolidated
31Dec2018 31 Dec 2017 31 Dec 2018 31 Dec 2017
Note $'000 $'000 Note $'000 $'000
Continuing operations ASSETS
Revenue Current Assets
Interest income 4(a) 583 203 Cash and cash equivalents 7 2,111 5,090
Other income 4(a) 8 7 Trade and other receivables 8 9 6
591 210 Prepayments 9 202 220
Expenditure Financial assets 10 19,161 3,010
Consultancy fees (97) (55) Inventory 11 213 254
Depreciation and amortisation (277) 271) Total Current Assets 21,696 8,580
Employee benefits expense 4(b) (3,830) (2,845)
Exploration and evaluation expenditure 4(c) (11,466) (4,416) Non-Current Assets
Other expenses 4(d) (3,359) (2553) Exploration and evaluation assets 12 15,275 15,275
(Loss)/Profit from continuing operations before income tax (18,438) (9,930) Property, plant and equipment 13 340 604
Total Non-Current Assets 15,615 15,879
Income tax expense 5 - - TOTAL ASSETS 37,311 24,459
(Loss)/Profit from continuing operations after income tax (18,438) (9,930)
LIABILITIES
Net (loss)/profit for the year (18,438) (9,930) Current Liabilities
Trade and other payables 14 1,286 3,389
Other comprehensive income Total Current Liabilities 1,286 3,389
Items that may be reclassified subsequently to profit or loss:
Exchange differences on translating foreign operations, net of income tax of TOTAL LIABILITIES 1,286 3,389
$Nil (2017: $Nil) (62) 18
Other comprehensive (loss)/income for the year, net of income tax (62) 18 NET ASSETS 36,025 21,070
Total comprehensive (loss)/income for the year (18,500) (9,912)
EQUITY
. . Equity attributable to owners of the parent
(Loss)/Profit attributable to owners of the parent (18,438) (9,930) .
Issued capital 15 143,174 109,769
Reserves 16 2,660 2,980
Total comprehensive (loss)/income attributable to owners of the parent (18,500) (9,912) Accumulated losses (109,809) (91,679)
TOTAL EQUITY 36,025 21,070
(Loss)/Earnings per share (cents per share)
Basic (loss)/earnings per share 6 (3.2) (3.2)
Diluted (loss)/earnings per share 6 (3.2) (3.2)

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

For the year ended 31 December 2018

Consolidated

31 Dec 2018 31 Dec 2017
Note $'000 $'000

Cash flows from operating activities

Payments to suppliers and employees (20,187) (7,677)
Interest received 583 203
Farm-out proceeds - 5,000
Net cash flows (used in)/provided by operating activities 7 (19,604) (2,474)
Cash flows from investing activities

Purchase of property, plant and equipment (65) (81)
Purchase of financial assets (16,151) (3,010)
Proceeds from the sale of property, plant and equipment 17 -
Net cash flows used in investing activities (16,199) (3,091)
Cash flows from financing activities

Proceeds from issue of shares 35,195 4,186
Capital raising cost (2,309) (15)
Net cash flows from financing activities 32,886 4,171
Net (decrease)/increase in cash and cash equivalents (2,917) (1,394)
Cash and cash equivalents at beginning of the year 5,090 6,479
Net foreign exchange differences (62) 5
Cash and cash equivalents at the end of the year 7 2,111 5,090

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

CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018

Consolidated

Attributable to equity holders of the parent

Other
Issued Accumulated Reserves
capital Losses Note 16 Total
Note $'000 $'000 $'000 $'000
As at 1 January 2017 106,150 (83,396) 4,109 26,863
Net loss for the year - (9,930) - (9,930)
Other comprehensive income - - 18 18
Total comprehensive gain/(loss) for the year - (9,930) 18 (9,912)
Issue of share capital 15 4,818 - - 4,818
Cost of capital raising 15 (1,251) - 602 (649)
Share-based payments 15 & 16 - - (50) (50)
Exercise of Options 15,16 & 17 52 - (52) -
Expiry of Options 16 & 17 - 1,647 (1,647) -
As at 31 December 2017 109,769 (91,679) 2,980 21,070
Net loss for the year - (18,438) - (18,438)
Other comprehensive income - - (62) (62)
Total comprehensive gain/(loss) for the year - (18,438) (62) (18,500)
Issue of share capital 15 35,195 - - 35,195
Cost of capital raising 15 (2,309) - - (2,309)
Share-based payments 15& 16 - - 569 569
Exercise of Awards 15,16 & 17 519 - (519) -
Expiry of Options 16 & 17 - 308 (308) -
As at 31 December 2018 143,174 (109,809) 2,660 36,025

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 2018 was authorised for
issue in accordance with a resolution of the Directors dated 13 June 2019, which was approved on 14 June 2019.

This financial report presents the consolidated results and financial position of Petro Matad Limited and its
subsidiaries (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”.

Petrovis Matad Inc. is a major shareholder of the Company, holding approximately 22.06% of the shareholding
at the year end of 2018.

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:

e Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity 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.

(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.
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(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 loss of $18.44 million (2017: $9.93 million loss) and experienced net cash outflows from
operating activities of $19.60 million (2017: $2.47 million outflow). In addition, as outlined in note 18(b) the
Group is required to meet minimum exploration commitments in the next 12 months on its PSCs of approxi-
mately $9.00 million with further commitments of $11.60 million thereafter.

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

Although the Company is fully funded for its planned 2019 work programme the ability of the Company and the
Consolidated Entity to continue as a going concern beyond 2019 is principally dependent upon one or more of
the following:

*  Negotiating a reduction in Block XX financial commitments;

*  Raising additional equity;

*  Securing farm-out agreements to fund operations beyond 2019.

On 19 January 2018, the Company announced a $16.8 million fundraise (gross before deduction of broker com-
missions and fees) through issuance of 127,420,294 shares to new institutional investors and a further 59,167,335
shares to the Company'’s largest shareholder (Petrovis Matad Inc) and management of the Company.

A second fundraise was announced in June 2018, which resulted in a total of 136,842,892 New Ordinary Shares in
Petro Matad Limited being placed with new and existing institutional investors and certain Directors and senior
management of the Company. The placing raised gross proceeds of US$18.1 million.

With the two successful fundraises in 2018, the Company secured financing for not only its planned exploration
drilling programme in 2018, but also the planned 2019 programme. The Company continues to evaluate farmout
opportunities as conclusion of an agreement that meets the Company’s expectations would preserve its cash
and enable expansion of the work programme while sharing the risk of exploration with the farminee.

Cumulative expenditures in Block IV to the end of 2018 had exceeded financial obligations for the initial ten-year
exploration period ending July 2019, by $6.68 million. An application for a further two-year extension to July
2021 has been lodged with MRPAM, with a proposed new commitment of $1 million for the two-year extended
period.

Cumulative expenditures in Block V to the end of 2018 had exceeded financial obligations for the initial ten-year
exploration period ending July 2019, by $4.83 million. An application for a further two-year extension to July
2021 has been lodged with MRPAM, with a proposed new commitment of $1 million for the two-year extended
period.

Expenditures in Block XX were $20.60 million below cumulative expenditure requirements at the end of 2018.
As the 2019 work programme includes three Block XX wells, the outstanding commitment will be substantially
reduced by end 2019, to circa $7 million.
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The Directors have prepared a cash flow forecast which indicates that the Consolidated Entity will have suffi-
cient cash to meet their working capital requirements for the twelve-month period from the date of signing the
financial report.

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

Should the Company and the Consolidated Entity be unable to achieve the matters referred to above, there
is a material uncertainty whether the Company and the Consolidated Entity will be able to continue as going
concerns beyond 2019 and, therefore, whether it will realise its assets and discharge its liabilities in the normal
course of business and at amounts stated in the financial report.

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

(d) Application of new and revised Accounting Standards

Accounting Standards that are mandatorily effective for the current reporting period

The Group has adopted all of the new and revised Standards and Interpretations issued by the International Ac-
counting Standards Board (IASB) that are relevant to its operations and effective for an accounting period that
begins on or after 1 January 2018.

New and revised Standards and amendments thereof and Interpretations effective for the current year that are
relevant to the Group include:

e IFRS 9 Financial Instruments and related amending Standards

* IFRS 15 Revenue from Contracts with Customers and related amending Standards

IFRS 9 Financial Instruments and related amending Standards

In the current year, the Group has applied IFRS 9 Financial Instruments (as amended) and the related consequen-
tial amendments to other Accounting Standards that are effective for an annual period that begins on or after 1
January 2018. The transition provisions of IFRS 9 allow an entity not to restate comparatives however there was
no material impact on adoption of the standard.

Additionally, the Group adopted consequential amendments to IFRS 7 Financial Instruments: Disclosures.

In summary, IFRS 9 introduced new requirements for:

*  The classification and measurement of financial assets and financial liabilities,
* Impairment of financial assets, and

*  General hedge accounting.

IFRS 15 Revenue from Contracts with Customers and related amending Standards

In the current year, the Group has applied IFRS 15 Revenue from Contracts with Customers (as amended) which
is effective for an annual period that begins on or after 1 January 2018. IFRS 15 introduced a 5-step approach to
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revenue recognition. Far more prescriptive guidance has been added in IFRS 15 to deal with specific scenarios.

There was no material impact on adoption of the standard and no adjustment made to current or prior period
amounts.

New Accounting Standards for application in future periods

Accounting Standards issued the IASB that are not yet mandatorily applicable to the Group, together with an
assessment of the potential impact of such pronouncement on the Group when adopted in future periods, are
disclosed below:

IFRS 16: Leases (applicable to annual reporting periods beginning on or after 1 January 2019):

When effective, this Standard will replace the current accounting requirements applicable to leases in IAS 17:
Leases and related Interpretations. IFRS 16 introduces a single lessee accounting model that eliminates the re-
quirement for leases to be classified as operating or finance leases.

The main changes introduced by the new Standard are as follows:

*  recognition of a right-of-use asset and liability for all leases (excluding short-term leases with less than 12
months of tenure and leases relating to low-value assets);

* depreciation of right-of-use assets in line with IAS 16: Property, Plant and Equipment in profit or loss and
unwinding of the liability in principal and interest components;

* inclusion of variable lease payments that depend on an index or a rate in the initial measurement of the
lease liability using the index or rate at the commencement date;

* application of a practical expedient to permit a lessee to elect not to separate non-lease components and
instead account for all components as a lease; and

e inclusion of additional disclosure requirements.

The transitional provisions of IFRS 16 allow a lessee to either retrospectively apply the Standard to comparatives
in line with IAS 8 or recognise the cumulative effect of retrospective application as an adjustment to opening
equity on the date of initial application.

Although the Directors anticipate that the adoption of IFRS 16 will impact the Group's financial statements, it is
impracticable at this stage to provide a reasonable estimate of such impact.

(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 it controls an investee if facts and circumstances indicate that there are chang-
es 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.
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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 Mongo-
lian Tugrugs (MNT) which is then translated to the presentation currency, USD.

Transactions and balances

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

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

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

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

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

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

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

Exchange differences resulting from the translation are recognised in other comprehensive income and accu-
mulated 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.
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(g) Cash and cash equivalents
Cash and short-term deposits in the statement of financial position comprise cash at bank and in hand and

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

For the purposes of the statement of cash flows, cash and cash equivalents consist of cash and cash equivalents
as defined above, net of outstanding bank overdrafts.

(h) Trade and other receivables

Trade receivables, which generally have 30-60 day terms, are recognised initially at fair value and subsequently

measured at amortised cost using the effective interest method, less an allowance for impairment.

Collectability of trade receivables is reviewed on an ongoing basis. An impairment provision is 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 esti-
mated to be an average of 6.5 years.

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

Derecognition

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

(j) Financial instruments

Initial Recognition and Measurement

Financial assets and financial liabilities are recognised when the entity becomes a party to the contractual provi-
sions to the instruments. For Financial assets, this is equivalent to the date that the Company commits itself to
either purchase or sell the asset (i.e. trade date accounting is adopted).

Financial instruments are initially measured at fair value plus transaction costs, except where the instruments is
classified ‘at fair value through profit or loss’ in which case transaction costs are expensed to profit or loss im-
mediately. Financial instruments are classified and measured as set out below.

Classification and Subsequent Measurement

Financial instruments are subsequently measure at either fair value, amortised cost using the effective interest
rate method or cost. Fair value represents the price that would be received to sell an asset or paid to transfer a
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liability in orderly transaction between market participants at the measurement date. Where available, quoted
prices in an active market are used to determine fair value. In other circumstances, valuation techniques are
adopted.

Amortised cost is calculated as (i) the amount at which the financial asset or financial liability is measure at ini-
tial recognition; (ii) less principal repayments; (iii) plus or minus the cumulative amortization of the difference,
if any, between the amount initially recognised and the maturity amount calculated using the effective interest
method; and (iv) less any reduction for impairment.

The effective interest method is used to allocate interest income or interest expense over the relevant period
and is equivalent to the rate that exactly discounts estimated future cash payments or receipts (including fees,
transaction costs and other premiums or discounts) through the expected life (or when this cannot be reliability
predicted, the contractual term) of the financial instrument to the net carry amount of the financial asset or fi-
nancial liability. Revisions to expected future net cash flows will necessitate an adjustment to the carrying value
with a consequential recognition of an income or expense in profit or loss. The Group does not designate any
interest in subsidiaries, associates or joint venture entities as being subject to the requirements of accounting
standards specifically applicable to financial statements.

(i)  Financial assets at fair value through profit and loss or through other comprehensive Income

Financial assets are classified at ‘fair value through profit or loss’ or Fair value through Other comprehensive
Income” when they are either held for trading for purposes of short term profit taking, derivatives not held for
hedging purposes, or when they are designated as such to avoid an accounting mismatch or to enable perfor-
mance evaluation where a group of financial assets is managed by key management personnel on a fair value
basis in accordance with a documented risk management or investment strategy. Such assets are subsequently
measured at fair value with changes in carrying value being included in profit or loss if electing to choose ‘fair
value through profit or loss' or other comprehensive income if electing ‘Fair Value through other comprehensive
income’.

(i) Financial Liabilities

The Group's financial liabilities include trade and other payables, loan and borrowings, provisions for cash bonus
and other liabilities which include deferred cash consideration and deferred equity consideration for acquisition
of subsidiaries & associates.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings, and payables,
net of directly attributable transaction costs.

Fair value

Fair value is determined based on current bid prices for all quoted investments. Valuation techniques are applied
to determine the fair value for all unlisted securities, including recent arm’s length transactions, reference to
similar instruments and option pricing models.

Derecognition

Financial assets are derecognised where the contractual rights to receipts of cash flows expire or the asset is
transferred to another party whereby the entity no longer has any significant continuing involvement in the
risk and benefits associated with the asset. Financial Liabilities are recognised where the related obligations
are either discharged, cancelled or expire. The difference between the carrying value of the financial liability
extinguished or transferred to another party and the fair value of consideration paid, including the transfer of
non-cash assets or liabilities assumed, is recognised in profit or loss.
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(k) Inventory

Inventories are stated at the lower of cost and net realisable value. Costs of inventories are determined on a
first-in-first-out basis. Net realisable value represents the estimated selling price for inventories less all estimated
costs of completion and costs necessary to make the sale.

(I) Exploration and evaluation expenditure

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

(m) 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 Group's accounting policy.

(n) 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
discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit)
is increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined had no impairment loss been recognised for
the assets (or cash-generating unit) in prior years. A reversal of an 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.
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(o) 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.

(p) Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past
event, and 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.

(q) Leases

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

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

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

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

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

(r) Contributed equity

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares are
shown in equity as a deduction, net of tax, from the proceeds.
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(s) 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.
(t) 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:

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

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

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

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

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of 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.

(u) 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 sub-
stantively 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).
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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 goodwiill.

(v) 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

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.

(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
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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 historical share price.

Recovery of the exploration and evaluation assets

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

Going Concern

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

3 OPERATING SEGMENTS

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

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

Consolidated

31 Dec 2018 31 Dec 2017
$'000 $'000
(a) Revenue
Interest Income 583 203
Other income:
Other income 8 7
591 210
(b) Employee benefits expense
Included in employee benefits expense are the following:
Wages and salaries 2,735 2,101
Non-Executive Directors’ fees (including
Directors of affiliates) 174 148
Consultancy fees 352 646
Share-based payments 569 (50)
3,830 2,845
(c) Exploration and evaluation expenditure
Exploration and evaluation expenditure relates to the following PSCs:
Block XX 121 49
Blocks IV and V 11,345 4,367
11,466 4,416
(d) Other expenses
Included in other expenses are the following:
Administration costs 2,217 1,432
PSC administration costs 758 754
Audit fees 85 79
Travel expenses 299 288
3,359 2,553

5 INCOME TAX

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

Consolidated

31 Dec 2018 31 Dec 2017

Note $'000 $'000
Net (loss)/profit for the year (18,438) (9,930)
Income tax benefit calculated at 10% (i) 1,844 993
Effect of different tax rates on entities in different jurisdictions (ii) (425) (280)
Change in unrecognised deferred tax assets (1,419) (713)

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

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

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

6 (LOSS)/EARNINGS PER SHARE

The following reflects the loss and share data used in the total operations basic and diluted (loss)/earnings per
share computations:

Consolidated

Consolidated

31 Dec 2018
$'000

31 Dec 2017
$'000

Income tax recognised in the statement of profit or loss:

Tax expense/(benefit) comprises:

Current tax expense/(benefit)

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

Total tax expense/(benefit) reported in the statement of profit or loss
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31 Dec 2018 31 Dec 2017
cents per share cents per share

Basic (loss)/earnings per share (3.2) (3.2)
Diluted (loss)/earnings per share (3.2) (3.2)

$'000's $'000's
The loss and weighted average number of ordinary shares used in the calculation
of basic and diluted (loss)/earnings per share are as follows:
Net (loss)/profit attributable to owners of the parent (18,438) (9,930)
Weighted average number of ordinary shares for the purposes of diluted (loss)/
earnings per share (in thousands) 571,762 308,465
Weighted average number of ordinary shares for the purposes of basic (loss)/
earnings per share (in thousands) 571,762 308,465
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7 CASH AND CASH EQUIVALENTS

Consolidated
31 Dec 2018 31 Dec 2017
$'000 $'000
Cash at bank and in hand 2,111 5,090

2,111 5,090

Cash at bank and in hand earns interest at fixed and floating rates based on prevailing bank rates, and the fair
value of the above cash and cash equivalents is $2,111,000 (2017: $5,090,000) due to the short-term nature of
the instruments.

Reconciliation from the net gain/(loss) after tax to the net cash flows from operations:

Consolidated
31 Dec 2018 31 Dec 2017

$'000 $'000

Net (loss)/gain after tax (18,438) (9,930)
Adjustments for:

Depreciation and amortisation 277 271
Net (profit)/loss on disposal of property, plant and equipment 16 -
Share based payments 569 (50)
Unrealised foreign exchange (gains)/ losses 19 -
Changes in assets and liabilities

Decrease/(increase) in trade and other receivables (3) 5,149
Decrease/(increase) in prepayments 18 2
Decrease/(increase) in inventory 41 47
Increase/(decrease) in trade and other payables (2,103) 2,037
Net cash flows used in operating activities 19,604 2,474

Non-cash investing and financing activities

There were no non-cash investing or financing activities undertaken in the 2018 financial year or prior year,
other than the exercise of Awards of $0.574 million (2017: $0.106 million).
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8 TRADE AND OTHER RECEIVABLES

Consolidated

31 Dec 2018 31 Dec 2017
$'000 $'000

Current
Other debtors 9 6

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

9 PREPAYMENTS

Consolidated

31 Dec 2018 31 Dec 2017
$'000 $'000
Prepayments 202 220

202 220

10 FINANCIAL ASSETS

Consolidated
31 Dec 2018 31 Dec 2017

$'000 $'000
Long Term Deposits 19,161 3,010
19,161 3,010

The Group holds term deposits with an average weighted interest rate of 5.4%. The deposits have maturity dates
greater than 3 months. None of these assets had been past due or impaired at the end of the reporting period.

11 INVENTORY

Consolidated

31 Dec 2018 31 Dec 2017
$'000 $'000
Raw materials 213 254

213 254

Inventory are mainly consumables, including casing, mud and drilling materials purchased for Block XX.
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12 EXPLORATION AND EVALUATION ASSETS

Consolidated
31 Dec 2018 31 Dec 2017

$'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.

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.

13 PROPERTY, PLANT AND EQUIPMENT

Consolidated
31 Dec 2018 31 Dec 2017

$'000 $'000
Plant and equipment at cost 966 1,250
Accumulated depreciation and impairment (626) (646)
340 604

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

Plant and equipment

Total

$'000
As at 1 January 2017 (net of accumulated depreciation) 783
Additions 81
Disposals -
Foreign exchange 11
Depreciation charge for the year (271)
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As at 31 December 2017 (net of accumulated depreciation) 604
Additions 65
Disposals (32)
Foreign exchange (20)
Depreciation charge for the year (277)
As at 31 December 2018 (net of accumulated depreciation) 340

The following useful lives are used in the calculation of depreciation:
Plant and equipment — 3 to 10 years

14 TRADE AND OTHER PAYABLES (CURRENT)

Consolidated
31 Dec 2018 31 Dec 2017
$'000 $'000
Trade payables 1,286 3,389

1,286 3,389

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

15 ISSUED CAPITAL

Consolidated

31 Dec 2018 31 Dec 2017

$'000 $'000
Ordinary Shares
662,196,306 shares issued and fully paid
(2017: 333,258,252) 143,174 109,769
143,174 109,769
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Movements in ordinary shares on issue:

Number of Issue $000
Shares Price $

As at 31 January 2017 287,494,775 106,150
Issue of shares to Directors and employees on 24 March 2017 on exercise of

Options (note (a)) 197,500 $0.136 27
Issue of shares to a Director on 24 March 2017 on exercise of Options (note (b)) 75,000 $0.093 7
Issue of shares to a Director and employees on 24 March 2017 on exercise of

Options (note (c)) 16,000 $0.250 4
Issue of shares to employees on 24 March 2017 on exercise of Options (note (d)) 141,000 $0.113 16
Issue of commencement shares to Bergen (note (e)) 2,151,951 $0.294 632
Issue of collateral shares to Bergen (note (f)) 3,500,000 $0.066 232
Issue of ordinary shares to Bergen (note (g)) 9,507,963 $0.126 1,200
Issue of ordinary shares to Bergen (note (h)) 13,389,719 $0.090 1,200
Issue of ordinary shares to Bergen (note (i) 16,784,344 $0.089 1,500
Capital raising cost (1,251)
Exercise of Options 52
As at 31 December 2017 333,258,252 109,769
Direct subscription shares on 9 February 2018 (note (j)) 59,167,335 $0.090 5,340
Placement shares through Pareto on 9 February 2018 (note (k)) 19,708,520 $0.090 1,779
Placement shares through Stifel on 9 February 2018 (note (1)) 67,057,398 $0.090 6,052
Placement shares through Stockdale on 9 February 2018 (note (m)) 40,654,376 $0.090 3,669
Exercise of Bonus Share Awards on 3 April 2018 (note (n)) 2,598,911 $0.010 26
Exercise of Bonus Share Awards on 16 April 2018 (note (0)) 2,868,065 $0.010 29
Direct subscription shares on 4 July 2018 (note (p)) 1,846,439 $0.134 247
Placement shares through Pareto on 4 July 2018 (note (q)) 13,256,520 $0.134 1,773
Placement shares through Stifel on 4 July 2018 (note (r)) 104,701,135 $0.134 14,002
Placement shares through Stockdale on 9 February 2018 (note (s)) 17,038,798 $0.134 2,278
Exercise of Bonus Share Awards on 1 November 2018 (note (t)) 40,557 $0.010 -
Capital raising cost (2,309)
Exercise of Awards 519
As at 31 December 2018 662,196,306 143,174

(@ 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 GBPO.11.

(b) 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.

(c) 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.

(d) 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.
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On 11 May 2017, the Company issued 2,151,951 commencement shares to Bergen as part of the initial
closing under the Private Placement arrangement.

On 11 May 2017, the Company issued 3,500,000 collateral shares to Bergen as part of the initial closing
under the Private Placement arrangement.

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

On 18 July 2017, the Company issued 13,389,719 new ordinary shares to Bergen in relation to the second
tranche payment.

On 1 September 2017, the Company issued 16,784,344 new ordinary shares to Bergen in relation to the
issue of a convertible note.

On 9 February 2018, the Company issued 59,167,335 shares through direct subscriptions at a price of
GBP0.065 per share.

On 9 February 2018, the Company concluded a placement by issuing 19,708,520 shares at a price of
GBPO0.065 per share arranged through its broker, Pareto.

On 9 February 2018, the Company concluded a placement by issuing 67,057,398 shares at a price of
GBP0.065 per share arranged through its broker, Stifel.

On 9 February 2018, the Company concluded a placement by issuing 40,654,376 shares at a price of
GBPO0.065 per share arranged through its broker, Stockdale.

On 3 April 2018, 2,598,911 shares were awarded to employees upon exercise of Awards under the Group's
Plan, with an exercise price per share of $0.01.

On 16 April 2018, 2,868,065 shares were awarded to Directors and employee upon exercise of Awards un
der the Group's Plan, with an exercise price per share of $0.01.

On 4 July 2018, the Company issued 1,846,439 shares through direct subscriptions at a price of GBP0.10 per
share.

On 4 July 2018, the Company concluded a placement by issuing 13,256,520 shares at a price of GBP0.10 per
share arranged through its broker, Pareto.

On 4 July 2018, the Company concluded a placement by issuing 104,701,135 shares at a price of GBP0.10
per share arranged through its broker, Stifel.

On 4 July 2018, the Company concluded a placement by issuing 17,038,798 shares at a price of GBP0.10 per
share arranged through its broker, Stockdale.

On 1 November 2018, 40,557 shares were awarded to an employee upon exercise of Awards under the
Group's Plan, with an exercise price per share of $0.01.
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16 RESERVES

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

Merger EqUIt}/ Foreign Total
benefits currency
reserve reserve translation
$'000 $'000 $'000 $'000
As at 1 January 2017 831 4,423 (1,145) 4,109
Currency translation differences - - 18 18
Cost of capital raising - 602 - 602
Expiry of Options - (1,647) - (1,647)
Exercise of Options - (52) - (52)
Share based payments - (50) - (50)
As at 31 December 2017 831 3,276 (1,127) 2,980
Currency translation differences - - (62) (62)
Expiry of Options - (308) - (308)
Exercise of Awards - (519) - (519)
Share based payments - 569 - 569
As at 31 December 2018 831 3,018 (1,189) 2,660

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 Account-
ing Standards FRS 6 'Acquisitions and Mergers'. The difference, if any, between the nominal value of the shares
issued plus the fair value of any other consideration, and the 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 17 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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17 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 31
December 2019;

e 25% vest on the first production of oil on a commercial scale, estimated by management as being by 31
December 2021; and

*  50% vest on the Company achieving the sale of 1 million barrels of oil, estimated by management as being
by 31 December 2022.

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 2017 and 2018.

The Company issued 3,900,000 warrants to Bergen Global Opportunity Fund, LP on 8 May 2017. Refer to Note
17 (h).
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(c) Movement in Share Options The following Table summarizes Conditional Share Awards granted during 2018, along with relevant details in
relation to the grant.

The weighted average fair value for all options in existence as at 31 December 2018 is 0.82 (2017: 0.62). a

13 Feb 18
Opening Granted Forfeited  Exercised Closing Exercisable Conditional Share Awards granted 5507533
balance at during the duringthe  during  balance as at as at Share price at grant date $0.1006
Consolidated 1Jan 2017 year year theyear 31 Dec2017 31 Dec 2017 Expected Volatility (%) 68
Grant of Options on 3 June 2008 380,000 - - - 380,000 380,000 Risk-free interest rates (%) 0.50
Grant of Options on 8 April 2009 216,250 - - (197,500) 18,750 18,750 Expected life (years) 10
Grant of Options on 9 July 2010 620,400 - - - 620,400 620,400 Exercise Price $0.01
Grant of Options on 6 April 2011 75,000 - - - 75,000 75,000 Estimated fair value of each Conditional Share Award at the grant date $0.0942
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 - - (16,000) 23,600 23,600 Items (1): Conditional Share Awards vested immediately.
Grant of Options on 25 Apr 2012 550,000 - (150,000) - 400,000 400,000
Grant of Options on 16 Jul 2012 165,000 - - (141,000) 24,000 24,000 . oge
Grant of Options on 5 Oct 2012 75,000 ] 75,000 ’ ’ (f) Movement in Conditional Share Awards
Grant of Options on 4 Dec 2012 6,000 - - - 6,000 6,000 : : ; ; : .
' ' ' The weighted average fair value for all awards in existence as at 31 December 2018 is 0.81 (2017: 0.81
Grant of options on 9 July 2013 50,000 - - - 50,000 50,000 9 9 ( ) :
2,447,250 - (150,000) (429,500) 1,867,750 1,867,750 Opening  Granted Exercised Forfeited  Closing aE)T:r;:Issa .
Wei . . balance at  during during during balance as at
eighted Average Exercise Price 1Jan 2017 th th - 31 Dec 2017 31 Dec
(cents per option) 63.25 - 36.30 15.36 76.42 76.42 Consolidated an eyear theyear ftheyear ec 2017
Grant of Conditional Share Awards on 3 Jun 2008 515,000 - - - 515,000 -
Opening Granted Forfeited  Exercised Closing Exercisable Grant of Cond!t!onal Share Awards on 8 Apr 2009 80,000 - - - 80,000 -
balance at  during the during the during bl 58 &t as &t Grant of Cond!t!onal Share Awards on 9 Jul 2010 647,000 - - - 647,000 -
Consolidated 1Jan 2018 year year theyear 31 Dec2018 31 Dec 2018 Grant of Cond!t!onal Share Awards on 6 Apr 2011 144,000 - - - 144,000 -
- Grant of Conditional Share Awards on 5 Jul 2011 180,000 - - - 180,000 -
Grant of Options on 3 June 2008 380,000 - (380,000 - - - Grant of Conditional Share Awards on 22 Nov 2011 50,000 - - - 50,000 -
Grant of Options on 8 April 2009 18,750 - - - 18,750 18,750 Grant of Conditional Share Awards on 5 Dec 2011 39,600 - - - 39,600 -
Grant of Options on 9 July 2010 620,400 - (144,000) - 476,400 476,400 Grant of Conditional Share Awards on 25 Apr 2012 850,000 - - (300,000) 550,000 -
Grant of Options on 6 April 2011 75,000 - - - 75,000 75,000 Grant of Conditional Share Awards on 5 Oct 2012 150,000 - - - 150,000 -
Grant of Options on 5 July 2011 150,000 - - - 150,000 150,000 Grant of Conditional Share Awards on 4 Dec 2012 3,000 - - - 3,000 -
Grant of Options on 22 Nov 2011 120,000 - - - 120,000 120,000 Grant of Conditional Share Awards on 9 Jul 2013 120,000 - - - 120,000 -
Grant of Options on 5 Dec 2011 23,600 - - - 23,600 23,600
Grant of Options on 25 Apr 2012 400,000 - (300,000 - 100,000 100,000 2,778,600 - - (115,000 2,478,600 -
Grant of Options on 16 Jul 2012 24,000 - - - 24,000 24,000 Weighted Average Exercise Price (cents per award) 1.00 - - 1.00 1.00 -
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 .
1,867,750 - (824,000) - 1,043,750 1,043,750 Opening Granted Exercised Forfeited Closing af))l(:raass;t
. . . balance at during during the during balance as at
Weighted Average Exercise Price 1Jan 2018  th th 31 Dec 2018 31 Dec
(cents per option) 76.42 - 60.04 - 89.36 89.36 Consolidated an e year year e year ec 2018
Grant of Conditional Share Awards on 3 Jun 2008 515,000 - - - 515,000 -
Grant of Conditional Share Awards on 8 Apr 2009 80,000 - - - 80,000 -
. . Grant of Conditional Share Awards on 9 Jul 2010 647,000 - - - 647,000 -
(d) Share Optlons contractual life Grant of Conditional Share Awards on 6 Apr 2011 144,000 - - - 144,000 -
. . . . . . Grant of Conditional Share Awards on 5 Jul 2011 180,000 - - - 180,000 -
The weighted average remaining contractual life of outstanding share Options is 2.3 years (2017: 2.8 years). d '
9 9 9 9 P years ( years) Grant of Conditional Share Awards on 22 Nov 2011 50,000 - . - 50,000 -
Grant of Conditional Share Awards on 5 Dec 2011 39,600 - - - 39,600 -
(e) Conditional Share Awards pricing model Grant of Conditional Share Awards on 25 Apr 2012 550,000 - - - 550,000 -
. . ) . ) Grant of Conditional Share Awards on 5 Oct 2012 150,000 - - - 150,000 -
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 on 4 Dec 2012 3000 _ _ _ 3000 _
model, taking into account the terms and conditions upon which the Awards were granted. Grant of Conditional Share Awards on 9 Jul 2013 120,000 - - - 120,000 _
Grant of Performance Share Awards on 13 Feb 2018 - 5,507,533 (5,507,533) - -
No Awards have been issued during 2017. 2478,600 5,507,533 (5,507,533) ) 2,478,600 )
Weighted Average Exercise Price (cents per award) 1.00 1.00 1.00 1.00 1.00 -
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(g) Conditional Share Awards contractual life

The weighted average remaining contractual life of outstanding Conditional Share Awards is 9.5 years (2017:
10.5 years).

(h) Warrants

The Company granted 3,900,000 warrants to Bergen Global Opportunity Fund, LP on 8 May 2017 as consider-
ation for the private placement. These Warrants were valued using the Black-Scholes model with the following
inputs:

Expected volatility is based on the historical share price volatility over the past 2 years.

8 May 17
Warrant issued 3,900,000
Share price at grant date (GBP) 0.2375
Exercise Price (GBP) 0.4219
Expected Volatility (%) 100
Option life (years) 3
Dividend yield -
Risk-free interest rates (%) 0.01
Exchange rate on grant date (GBP: USD) 0.76991
Fair value per Warrant (GBP) 0.119
Fair value per Warrant (USD) 0.155

(i) Summary of Share Based Payments

A reconciliation of all share-based payments made during the year is as follows:

Consolidated
31 Dec 2018 31 Dec 2017

Note $'000 $'000
Issue of 3,900,000 Warrants to Bergen 17 (h) = 602
Issue of 2,151,951 commencement shares to Bergen 15 (e) - 632
Vesting of Awards and Options 17 569 (50)
569 1,184

18 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 2018.

84

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

The Group has committed to warehouse lease in Mongolia in the amount of $7,000 for 2019.

Consolidated

31 Dec 2018 31 Dec 2017

$'000 $'000
Operating Leases:
Within one year 7 -
After one year but not more than five years - -
Greater than five years - R
7 R

(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 2018 31 Dec 2017

$'000 $'000
Production Sharing Contract Fees:
Within one year 485 869
After one year but not more than five years 75 606
Greater than five years - -
560 1,475
Minimum Exploration Work Obligations:
Within one year 8,997 9,846
Greater than one year but no more than five years 11,600 18,800
Greater than five years - -
20,597 28,646

(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 pay-
ment 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.
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19 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 subsid-
iaries listed in the following table:

Equity Interest

2018 2017
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

Subsidiary Details

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

Petromatad Invest Limited was acquired on 12 November 2007. Petro Matad Limited and Capcorp each hold
25,000 shares of $1 each.

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

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

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 22.06% of the shareholding
at year end of 2018.

20 KEY MANAGEMENT PERSONNEL

(a) Details of Directors

The names of the Company’s Directors, having authority and responsibility for planning, directing and control-
ling the activities of the Group, in office during 2017 and 2018, are as below:
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The Directors were in office until the date of this report and for this entire period unless otherwise stated.

Directors

Oyungerel Janchiv Non-Executive Director Retired 20 September 2018
Enkhmaa Davaanyam Non-Executive Chairperson

Philip Arthur Vingoe Non-Executive Director Retired 10 March 2017

Amarzul Tuul Executive Director Stepped down 11 September 2017
John Rene Henriksen Chief Financial Officer

Mehmed Ridvan Karpuz Chief Executive Officer Stepped down 15 October 2017
Timothy Paul Bushell Non-Executive Director Appointed 10 March 2017

Michael James Buck Chief Executive Officer Appointed 22 November 2017
Shinezaya Batbold Non-Executive Director Appointed 20 September 2018

(b) Compensation of Directors

Consolidated
31 Dec 2018 31 Dec 2017

$'000 $'000
Short-term employee benefits 1,075 1,176
Post-employment benefits - -
Share based payment expense 205 11
1,280 1,187

(c) Other key management personnel transactions

There were no other key management personnel transactions during the year (2017: Nil).

21 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

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

The main purpose of these financial instruments is to raise capital for the Group’s operations.
The Group also has various other financial instruments such as trade debtors and trade creditors, which arise
directly from its operations. It is, and has been throughout the year under review, the Group's policy that no

trading in financial instruments shall be undertaken.

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

The Board is responsible for identification and control of financial risks. The Board reviews and agrees policies
for managing each of these risks as summarised below.
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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 2018 31 Dec 2017
Average Int. rate $'000 $'000
Financial Assets
Cash and cash equivalents 0.89% 2,111 5,090
*Other financial assets 1.61% 19,161 3,010
21,272 8,100
Trade and other receivables 0% 9 6
21,281 8,106
Financial Liabilities
Trade and other payables 0% 1,286 3,389
1,286 3,389
Net exposure 19,995 4,717

*Other financial assets are comprised of cash deposits placed in the banks over 90 days.

Sensitivity Analysis

If the interest rate on cash balances at 31 December 2017 and 2018 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 2018 2017 2018 2017
Mongolian Tugrug (MNT) 1 2,472.17 2,439.40 2,642.92 2,427.13
Australian Dollar (AUD) 1 1.341186 1.305155 1.417654 1.281089
Great British Pound (GBP) 1 0.749780 0.776810 0.785200 0.741150

Sensitivity Analysis

A 5% strengthening/weakening of the MNT against USD at 31 December 2017 and 2018 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 2018 31 Dec 2017

Note $'000 $'000
Financial Assets
Trade and other receivables 8 9 6
Net exposure 9 6

Impairment Losses
None of the Group's receivables are past due at 31 December 2018 (2017: Nil)
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Liquidity risk

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

The Group's approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring
unacceptable losses or risking damage to the Group's reputation.

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

The following table details the Group’s expected maturity for its non-derivative financial assets. The table has
been drawn up based on the undiscounted maturities of the financial assets including interest that will be
earned on those assets.

Weighted 6 6-12 1-5 over Total
average months ~ months years 5 years
interest or less
rate $'000 $'000 $'000 $'000 $'000
Cash and Cash Equivalents 0.89% 2,111 - - - 2,111
Trade and Other Receivables - 9 - - - 9
Financial Assets 1.61% 19,161 - - - 19,161
As at 31 December 2018 21,281 - - - 21,281
Cash and Cash Equivalents 2.08% 5,090 - - - 5,090
Trade and Other Receivables - 6 - - - 6
Financial Assets 2.37% 3,010 - - - 3,010
As at 31 December 2017 8,106 - - - 8,106

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

Consolidated

31 Dec 2018 31 Dec 2017

Note $'000 $'000
6 months or less 1,286 3,389
6-12 months - -
1-5 years = -
over 5 years = -
1,286 3,389

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 18(b).
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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 2018

Level 1 Level 2 Level 3 Total
Financial Assets
Trade and other receivables - 9 -
Total - 9 -
Financial Liabilities
Trade and other payables - 1,286 - 1,286
Total - 1,286 - 1,286

Fair Value Hierarchy as at 31 December 2017

Level 1 Level 2 Level 3 Total
Financial Assets
Trade and other receivables - 6 -
Total - 6 -
Financial Liabilities
Trade and other payables - 3,389 - 3,389
Total - 3,389 - 3,389

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.

22 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 15 and 16). This is
reviewed by the Board of Directors as part of their regular Directors meetings.

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

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

On 12 April 2019, the Company applied for two-year extensions on its Blocks IV and V PSCs. The current terms
for both Blocks expire on 29 July 2019. Approval of the applications by MRPAM would extend the PSCs to 29 July
2021. $1 million in new commitments in each Block has been offered in the extended period.

On 16 April 2019, The Company announced it has signed drilling contracts with DQE International to drill the

Heron 1 and Gazelle 1 wells in the north of Block XX and with Daton Petroleum Engineering and Oilfield Service
LLC to drill the Red Deer 1 well in the south of Block XX. Drilling is expected to commence in July 2019.

24 AUDITORS’ REMUNERATION

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

Consolidated

31 Dec 2018 31 Dec 2017
$'000 $'000

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

- an audit or review of the financial report of the entity and any other
entity in the Group 45 39
- other services in relation to the entity and any other entity in the Group - -

45 39
Amounts received or due and receivable by Deloitte Onch Audit LLC:
- an audit or review of the financial report of subsidiary entities 40 40
- other services in relation to the subsidiary entities - -
40 40
85 79

25 OTHER INFORMATION

Registered Office:

Victory House
Douglas

Isle of Man
IM1 1EQ
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Directors’
Declaration

In accordance with a resolution of the Directors of Petro Matad Limited, | 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 2018 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

;2,4/

John R Henriksen
Director
17 June 2019
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THINKING AHEAD

Independent Auditor's Report

Bentleys Audit & Corporate
(WA) Pty Ltd

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 2018, 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, 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 2018 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

We draw attention to Note 2(c) in the financial report, which indicates that the
Consolidated Entity incurred a net loss of $18.44 million during the year ended 31
December 2018. As stated in Note 2(c), these events or conditions, along with other
matters as set forth in Note 2(c), indicate that a material uncertainty exists that may cast
significant doubt on the Consolidated Entity’s ability to continue as a going concern. Our
opinion is not modified in this respect of this matter.
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To the Members of Petro Matad Limited (Continued) To the Members of Petro Matad Limited (Continued)

Independent Auditor’s Report ).,Benﬂeys Independent Auditor’s Report ;Bentleys

Basis for Opinion Key audit matter How our audit addressed the key audit matter

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

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

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 12 Exploration and evaluation assets)

The balance is in relation to the exploration and evaluation
asset of PSC block XX in Mongolia.

We focused on this area due to the size of the exploration
and evaluation balance ($15.28 million as at 31 December
2018) and to determine whether there are any indicators that
the asset is impaired and therefore not recoverable under
IFRS 6 “Exploration for and Evaluation of Mineral
Resources”.

Our procedures included, amongst others:

For Block XX, we assessed the Consolidated
Entity’s rights to tenure by corroborating to
government registries.

- Reviewed budgeted exploration expenditure on
Block XX to ensure it will satisfy the capital
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’

Share based payments $0.57 million
(Refer to Note 17 Share based payments)

As disclosed in Note 17, 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.

Further to this warrants were issued to their financier during
the period.

These share awards and warrants are subject to the
measurement and recognition criteria of IFRS 2 “Share-
based Payments”.

As disclosed in Note 17, 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 Conditional
Share Awards.

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

Exploration and Expenditure Commitments
Production Sharing Contract Fee: $0.56 million
Minimum Exploration Work Obligations: $20.60 million
(Refer Note 18b Exploration Expenditure Commitments)

As disclosed in Note 18b 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.

carrying amount of the exploration asset is
unlikely to be recorded in full from successful
development or sale.

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.

For Awards issued during the year, evaluated
management’s Black-Scholes Valuation Models
and assessed the assumptions and inputs used;

For equity-settled share based payments we
assessed the valuations against supporting
documentation and assessed key inputs such as
grant date.

Ensured disclosure is complete and accurate.

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
end are included.

Cross referencing of internal budgets and
forecasts to ensure they are consistent with the
obligations disclosed.
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To the Members of Petro Matad Limited (Continued)

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 2018, 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.

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.

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

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.

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.

bontip, b Sl

BENTLEYS CHRIS NICOLOFF ca
Chartered Accountants Partner

Dated at Perth this 17™" day of June 2019
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Isle of Man:

Victory House
Prospect Hill, Douglas
Isle of Man IM11EQ
Tel: +44 (0)1624 627099
Fax: +44 (0)1624 677225

Hong Kong:

3905 Two Exchange Square

Suite 7703, 8 Connaught Place Central
Tel: +852 3189 2564

Fax: +852 25211190

Mongolia:

Blue Sky Tower, Suite 508
Peace Avenue 17
Ulaanbaatar 14240

Tel: +976 7014 1099

Fax: +976 7000 1799

E-mail: admin@petromatadgroup.com
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