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Enkhmaa Davaanyam

Chairperson

Ms. Enkhmaa is the CEO of Petrovis Group, Mongolia’s largest fuel
supplier. Ms. Enkhmaa has over 22 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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Michael Buck

Chief Executive Officer (CEQO)

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
in 2017 as Chief Executive Officer. 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.
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Shinezaya Batbold

Non-Executive Director

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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Timothy Bushell

Non-Executive Director

Mr. Bushell is a qualified geologist with more than 36 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, Sval Energi AS and Wentworth Resources PLC.
He is also a Director of Redrock Energy Limited.
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John Henriksen

Chief Financial Officer (CFO)
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Mr. Henriksen has 36 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,
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and Hudson’s Bay Oil & Gas, ultimately being responsible for all \/ NZIINTRNYZINIIRYZINIRNYZ
aspects of financial management, reporting and internal control. A % V V V V
substantial portion of Mr. Henriksen’s career has been spent overseas AN AR A NN ZNTIRNVANNTRNYZ
in developing countries and as a result he has a full understanding \/f V W V V
of cultural sensitivities and working with local governments and yz
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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 2019.

Petro Matad Limited (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
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.

*  Enkhmaa Davaanyam
* John Rene Henriksen
*  Timothy Paul Bushell
®*  Michael James Buck
* Shinezaya Batbold

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 2019 was $16.83 million (31
December 2018: Loss $18.44 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 12 April 2019, the Company applied and obtained
approval for two-year extensions on its Blocks IV
and V PSCs. This extended the expiry of the PSCs to
29 July 2021. $1 million in new commitments in each
Block was approved in the extended period.

On 8 November 2019, the Company advised MRPAM
that it was relinquishing all of Block IV and 13,206.41
square kms of Block V. MRPAM has tentatively
agreed to the relinquishment which is currently
being formalized.

On 18 December 2019, pursuant to the Group's
Long Term Equity Incentive Plan (Plan), 14,926,000
Conditional Share Awards (Awards) were granted
to Directors and employees. These have an exercise
price per share of $0.01.

Significant Events after Reporting Date

On 3 January 2020, 7,954,000 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 12 February 2020, 3,039,000 shares were
awarded to employees upon exercise of Awards
under the Group's Plan, with an exercise price per
share of $0.01.

On 8 April 2020, the Company applied for a one-
year moratorium on Block XX while the processes for
obtaining an Exploitation Licence continue. MRPAM
has approved the moratorium which is currently
being formalized.

On 16 April 2020, the Company applied for a one-
year moratorium on Block V. MRPAM has approved
the moratorium which is currently being formalized.

On 4 May 2020, the Board approved grant of 3.3
million Awards to departing employees as part of
severance payment.

TheMongolian Governmenthastakenavery proactive
approach from the start of the coronavirus outbreak
and as a result was able to prevent community
spread. All cases of Covid-19 in the country have
been directly tied to returning Mongolian citizens
and a few returning foreign nationals resident
in Mongolia, all of whom were quarantined or
hospitalised. There has been no significantimpact on
Petro Matad's operations and the Company'’s office
has remained open throughout. The Government
ministries are open and functioning as normal. Petro
Matad's senior Mongolian managers are in country
and working normally. Some international members
of the team are working from their home locations.
The Company is liaising with the authorities and
taking all precautions to ensure the safety of its staff
and contractors.

Dividends

No dividends have been paid or are proposed in
respect of the year 2019 (2018: Nil).

Future Developments

The Group's strategy is focused on oil exploration
and the development of discoveries in Mongolia
and 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.

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

DIRECTORS’' REPORT

requires disclosure with respect to any significant
environmental regulation in respect of its operating
activities.

Auditors

Bentleys Audit & Corporate (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.

ﬁ%/

John R Henriksen
Director
15 June 2020

PETRO MATAD LIMITED 15
ANNUAL REPORT 2019




DIRECTORS’
STATEMENT




(=1

PETROMATAD

SUMMARY

The Company focused its activities on Block XX in
2019 where three wells were drilled. Heron-1 and
Gazelle-1 were drilled in the northern part of the
block and Red Deer-1 was drilled in the southern area
of the PSC. All three wells found oil shows although
Red Deer-1 was plugged and abandoned with no
oil pay zones detected. Heron-1 was declared a
discovery after testing and is a significant milestone
for the Company. Gazelle-1 found two thin oil pay
zones however due to the onset of winter weather
the well was suspended as a potential oil discovery
without being tested and so will be fully evaluated
in the future.

The testing of the Heron-1 well exceeded
expectations as the well proved to be capable
of sustaining natural flow of oil to surface. This is
unusual for wells in the basin. The well also recorded
one of the highest flow rates recorded in Mongolia
with 821 barrels of oil per day (bopd) produced
during drill stem testing, which was achieved without
use of artificial lift or fracking, in what the Company
believes are commercial quantities. The Company is
in the process of applying for an Exploitation Licence
covering the Heron and Gazelle discoveries which
will allow the Company to move into development
and production. The Company has also proposed to
the Mongolian government to relinquish its holding
in Block IV in western Mongolia and to retain the
proven petroliferous basins of the adjacent Block V
for future work. The Company expects MRPAM will
provide approval once they have completed their
review.

COVID-19

Inresponse to the Covid-19 pandemic, the Mongolian
Government has taken a very proactive approach
starting at a very early stage of the outbreak. The
government was very quick to close schools, ban
public gatherings, close cinemas, gyms, bars and all
but essential retail outlets and as a result was able to
prevent community spread. Closing of land borders,
except for essential transport of goods was also a
measure taken early on as well as the suspension
of all international flights. The cases of Covid-19
in the country have been directly tied to returning
Mongolian citizens and a few returning foreign
nationals resident in Mongolia. Citizens and foreign

nationals have been quarantined upon entering the
country since early March which controlled spread
within the wider community. These measures have
obviously impacted the Mongolian economy and
these restrictions in addition to a drop in demand
for oil has seen a reduction in the country’s oil
production and development activity in the first half
of 2020.

The impact of the pandemic on Petro Matad's
activities in the same period has been limited as
the Company’s focus has been on working with
the Mongolian authorities to secure approvals and
permits. The Government ministries have been
open and functioning as normal throughout. The
Company is liaising with the authorities and taking
all precautions to ensure the safety of its staff and
contractors.

2019 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. All incidents are fully
investigated, recorded and classified according to
IOGP guidelines and learnings are openly shared
through the management review process.

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

The Company is pleased to report that Petro
Matad along with its sub-contractors followed all
prescribed procedures during the 2019 operations.
Environmental specialists were contracted to
undertake base line and environmental impact
studies and to generate independent reports on the
Company’s compliance to environmental policies.
There were no environmental incidents during the
Company's field activities in 2019.

The Company had no lost time injuries (LTI) in 2019
or 2018 and remains committed to continuing its
goal of zero LTI which it strives to maintain in all of
its activities.

Operations

The 2019 work programme was primarily focused
on preparation and execution of an exploration
drilling programme of three wells in Block XX. The
highlights and results of each drilling programme
follow.

Heron-1

Heron-1 was drilled with DQE Rig 40105 to a total
depth of 2960 metres with the top Lower Tsagaantsav
reservoir, the primary target for the well, encountered
at 2803 metres, 5 metres shallower than the pre-drill
prognosis. The formation drilled from 2803 to 2880
metres was predominantly sandstone interbedded
with shales and siltstones. Oil and gas shows were
recorded over this interval and on the basis of the
drilling data, the gross reservoir interval in Heron-1
is very similar to the productive reservoirs found in
oil wells immediately to the north in Block XIX.

Wireline logs were acquired and supported the
interpretation of a 77 metre gross interval of
potential oil reservoir. Within this interval the
logs also defined three zones with a total gross
thickness of 22 metres exhibiting better porosity
and permeability characteristics than is generally
seen within the Lower Tsagaantsav at this depth in
the basin.

Intervals for two separate cased hole drill stem
tests were chosen. The first test was performed
over a three metre zone at 2,872 metres, near the
base of the sands seen in the well. This zone proved
to be tight with very limited inflow recorded. Qil
was present in the test string when the tools were
recovered to surface indicating that the zone is
indeed oil-bearing and so proving an oil column
height of at least 70 metres in the well.

The second test was performed over a 12 metre
interval from 2,834 metres in the upper portion of
the Lower Tsagaantsav Formation. The zone flowed
oil and some associated gas to surface without the
need for any artificial lift. This is highly unusual for
the Tamsag Basin where only a few of the hundreds
of wells drilled have had the capability to produce
oil to surface on natural flow. The peak production
recorded during the test was 821 bopd. For the main
flow period, the well was choked back on an 0.3-inch
choke to optimise the collection of pressure data.

DIRECTORS' STATEMENT

Through this period, the well flowed at an average
rate of 200 bopd with a well head flowing pressure
of 250 psi. The oil recovered is light, with an API
gravity of 46 degrees making it one of the lightest
oils recorded in the basin. This may be a function of
Heron-1 being one of the deeper discovery wells so
far drilled and tested in the area. No formation water
was produced during the test. At the conclusion of
testing operations, the Heron-1 well was suspended
as a potential future oil producer and significant
discovery for the Company.

Red Deer-1

In the southern part of Block XX, Red Deer-1 was
drilled with Daton Petroleum Engineering and
Oilfield Service's Rig DXZ1 to a total depth of 2,000
metres. Good oil shows were encountered in the well
although associated drilling gas values remained low
throughout. Petrophysical analysis of the wireline
log data confirmed the absence of any zones of
interest and the well was plugged and abandoned.
However, the presence of good oil shows highlights
the potential of this previously undrilled basin.

Gazelle-1

Gazelle-1 was drilled with the DQE Rig 40105 5km
west of Heron-1 to a total depth of 2,550 metres
and wireline logs were then acquired. 3 metres of
net oil pay in good quality sandstone were identified
on the logs. Casing was run to bottom and the well
was suspended pending further evaluation. The
onset of cold weather prevented immediate testing
operations from being undertaken.

Production Sharing Contracts (PSC)

The industry regulator, Mineral Resources and
Petroleum Authority of Mongolia (MRPAM) was
formally advised that the Company wished to
relinquish Block IV as insufficient time remained
in the exploration period to define and mature
prospects to drillable status. The relinquishment
process is protracted but is progressing. The
Company also proposed to focus its efforts in Block
V on the proven petroliferous Tugrug and Taats
Basins and so proposed a partial relinquishment,
the process for which is progressing. The retained
area of Block V contains among other identified
prospects, the high graded Raptor trend comprising
a series of high impact, low cost targets for future
drilling.

PETRO MATAD LIMITED 19
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With the Company's focus on securing the
Exploitation Licence for the discoveries made in
Block XX and recognising that the exploration period
on Block XX will expire in July 2020 and on Block V in
July 2021, the Company applied for moratoria on the
two PSCs to effectively stop the clock until permits
are in hand. MRPAM has approved the moratoria
on both Blocks and the details are currently being
formalised. Importantly, the moratorium on Block
XX avoids the possibility of the exploration period
expiring in 2020 before the Exploitation Licence has
been granted by the Mongolian government.

Community Relations

The Company takes its responsibilities in community
engagement and community relations very
seriously. In advance of any work programme
activity being undertaken, the Company obtains
the necessary approvals from 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 typically
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 local
government. The Company views the engagement
with local communities as key to conducting safe
and successful operations that will in turn benefit
the local area . The community projects undertaken
in 2019 were designed in conjunction with the local
authorities to benefit the communities in the areas
around the three drill sites and were successfully
executed. However, Petro Matad did suffer some
obstruction to normal operations when its use of
land was challenged by the provincial government.
The problem arose as a result of the adoption by the
government of new legislation in 2017 that impacted
the rights of all PSC holders to conduct operations
on land within their PSC areas. The legislation
required central and provincial government to
take certain steps which had not been executed

20

and this left the Company's operations open to
legal challenge. Through sensible and constructive
dialogue, the relevant branches of government
were able to allow Petro Matad's 2019 operations to
continue to completion in the year. The government
has now determined the process to be followed to
avoid any recurrence of the problems experienced
and that legislation is now progressing through the
approvals process and is expected to be in place
before any further operational activity is undertaken
by the Company.

2020 OPERATIONS AND
OUTLOOK

Petro Matad’s main activity in 2020 is focused on
incorporating all the data gathered in the 2019
drilling campaign, and in particular the Heron-1
results, into a rapid reinterpretation of Block XX
and engagement with the Mongolian government
to secure the necessary 25 year Exploitation Licence
which will allow the Heron discovery to be put in
to commercial production. The Exploitation Licence
application process in Mongolia is quite a complex
process but it is progressing. Petro Matad has been
advised by the Mongolian authorities that there
is support at the highest levels of Government to
grant the Exploitation Licence as the government
recognises that the Company has been the country’s
most active oil explorer over recent years and that
the success of its 2019 exploration efforts is very well
timed in light of the government’s commitment to
the construction of the new domestic oil refinery.

Competent Persons’ Report (CPR) and
Reservoir Stimulation Studies

As part of the Reserves Reporting process, the
Company commissioned Leap Energy to prepare
a CPR for the northern part of Block XX where
the Company's discoveries are located. The CPR
concluded that the Heron structure has mean,
unrisked in-place oil resource potential of 194 million
barrels. This is 20% higher than the Company's
initial internal assessment and offers the potential
for substantial commercial value given the low-cost,
onshore operating environment and the favourable
Mongolian fiscal regime.

Fenix Consulting Delft, a specialist in reservoir
stimulation, has modelled the Heron-1 well test data

to assess the production and recovery potential of
the Tsagaantsav oil sands found in the well and has
concluded that modern stimulation techniques and
reservoir pressure support through produced water
re-injection can improve oil recovery significantly
from the levels achieved to date in neighbouring
blocks. Further enhancement by slanted or horizontal
drilling to increase reservoir contact and radial
drilling to enhance wellbore drainage are additional
technologies under consideration to increase well
productivity. These techniques have not been widely
used in Mongolia to date.

The work conducted by Fenix combined with the
resource numbers from the CPR support the base
case submitted to the Mongolian Government of an
appraisal/development programme on the Heron
discovery targeting a mean recoverable reserve of 33
million barrels using a recovery factor of only 17%.
This is in line with what has been achieved to date in
Mongolia and there is considerable upside potential
that could be realised through the application of the
improved oil recovery techniques as detailed above.

Cost Cutting

In order to ensure that the Company's current
financial resources can sustain the organisation
through the processing of its Block XX Exploitation
Licence application and, at the same time,
recognising the impact that the ongoing Covid-19
pandemic has had on global financial markets, Petro
Matad's Board of Directors has implemented certain
cost saving measures, including salary cuts effective
1 April 2020, averaging 50% for all Executive
Directors, Non-Executive Directors and other senior
managers. In addition, the Company's professional
advisers have also agreed to reduce fees by up to
45%.

With these measures implemented, the overhead
costs of the Company have been halved whilst
maintaining its operating capability. Further cost
cutting measures have been identified and can be
executed if market conditions make this necessary.
The measures already undertaken will enable
Petro Matad to continue to operate with the cash
resources it currently has on hand ($2.3 million, with
no loans or debt) up to the end of Q1 2021, and
if the identified further cost cutting measures are
implemented, up to the end of the first half of 2021.

DIRECTORS' STATEMENT

CONCLUSION

After a long period of exploration in Mongolia with
some encouragement but no commercial potential
defined, 2019 finally saw the Company discover
potentially commercially recoverable hydrocarbons.
This now gives the Company the opportunity to
move from pure exploration into exploration and
production activities with the chance to begin
generating revenue quickly by exploiting available
infrastructure adjacent to the Heron discovery. The
Company's focus is now on securing all necessary
permits to allow Heron to be delineated and
produced in short order and to continue to lead the
industry in the exploration of Mongolia targeting
low cost, near field prospects with good chance of
success in the East of the country as well as the high
impact but still low cost opportunities that it has
identified in the West.
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gratitude to shareholders for their continued
support of the Company

Board of Directors
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TY3-UMH TMWIYYOUUH
M3O3MO3/

PETROMATAD

XYPAAHTYW

2019 oHA KOMMaHW YN axuanaraaHbl XyBbg XX
Tanbang Ty/AXyy aHxaapu, 3H3 Tanbang 3 LOOHOr
epemgnee. L3H Toropyy-1 6onoH LlaraaH 333p-
1 UOOHOryyabIr TanbaiH XOMZ X3C3IT epeMACeH
601 XannyH 6yra-1 wooHoruir bXI-1 Tan6aiiH ypa
X3C3rT OPOMZACOH oM. [ypBaH LLOOHOIT rypByyaaHz
Hb TOCHbI y33ra3L, 6ancaH xaami 4 XanuyH 6yra-1
LLOOHOIT TOCHbI aLlUWIT faBxapra TOrTOOrf00ryM Ty
TYC LLOOHOTUIT XaaX BUTYYMXUACIH. L3H Toropyy-1
LLOOHOTUIMH XyBbJ, TYPLWWUATbIH YP AYHA YHAICASH
TYC LLOOHOTWIT ra3pblH TOCHbI HI3NTUIH LLOOHOrO0OpP
anbaH écoop 3apsacaH Hb KOMMaHWH XyBbZ, H3M3H
Malll Yyxan ye waTaHg XYPCaH yin asgan 6on100.
LlaraaH 333p-1 LLOOHOIT XO&P HUMI3H TOCHbI aWmnrT
JilaBxapra TOrTOOrACOH. ©BAWUH yANpPan 3X31C3HTIN
X0N1600TOMrOOp TYC LLOOHOIT TYPLUMAT XWUAM33ryn
6a TOCHbI HI3ATUIH LLOOHOT Bakx 6ONOMXKTOM XK
Y33H LLOOHOTWIT Typ Xaaxk OpXucoH. Vpasayng Tyc
LLOOHOTUIAT BYP3H X3MX33r33p cyasiax 6osHo.

LIsH Toropyy-1 LOOHOTMMIH TypWUATbIH Yp AYH
XY/1931T33C fj@aBX, TOC Hb BaWraaninH roprumMoopoo
raZapryy 433p ypcaH rapy mpx 6ancaH tom. VHrax
Hb yr CaB ra3pblH XyBb/, FOWJ, OHLIFOMJ TOOLOTrA0X
6a TypWWATbIH XyrauaaHz LOOHOMMINH yHAapra Hb
XOHOTNMH 821 6appenb Toc xypy HancaH Hb MoHron
yncaz OypTrarAcaH XaMIUAH  ©HAep YHAAPTbIH
Y3YY3ATYYAUIH HAT Hb 601100. T3apXxyy yHAapra Hb
AMap H3r eprex TeEXHUKUMNH OPOILLOOTYH, TYYHUAIH
YPCUbBIT H3M3MAYYA3X WWHIMH Xaranbap Xuirsarym
YEWVH Y3YYA31T y4np MaHain KoMnaHu YYHUAT SANIH
3aCrMiH alwmnrTam Xamxad XaM33H Y33 bairaa tom.
OpooruiiH 6ananaap komnanm L3H Toropyy 6o10H
LlaraaH 333p H33ATYYAWUIAT XampyyaaH aluriantbiH
Tycra 3eBlUeepes aBaxaap axwinax 6Oairaa
6erees; MHraCcH33p onbopaont, 6yT3aH Ganryynant
XWX JapaarviH wartaHg opox 6010MxXTon 600X
toM. TyyHun3H 6ug MoHronblH 6apyyH 6ycag
6avipnax IV Tanbairaa 3acruinH rasapt byLaaH erex
XYC3AT rapracaH 6a xapwH 33prangasx V tanbariH Toc
aryymx 6y Hb 6atnaracaH bacceriHyyATanm Xacrmmr
LiaaLlma axkKun Xvinx 30puaroop aBy y43x33p caHasnaa
XypryyacaH 6anraa. AMITI MaHal XycanTumr cyanan
Y333/ 36BLUOBPASS UPYYAHD M3A3MT UTrIANTIM HalHa.

TY3-UAH r’MWIYYOUWH M3O3rasn

KOBWA-19

LWnH3KoBuna-19uapTaxanrapcaHtarixonbo0oTonroop
MoHron yncblH 3acrviiH rasap TYpraH Lwyypxan
apra XaM>K33HYYAWIT TapxanT AEHrexX rapcaH yesc
3XN13H aBcaH. Tepeec LWaapgnaratail xyAangaaHbl
TOBYYA33C Oycaz Cypryysb, L3U3PAST, XUIAM, KUHO
TeaTp rax M3T raspyyAbir Japyh Xaax, OJHOOPOO
Lyrnaxbir XOPWIJIOCOH YUMP HUATUAH AYHA TyC
©BUMH TapxaxaaC amXWATTal CIPruiaK Yaanaa.
YyH33C ragHa waapgnaratan 6apaa 6yT33ra3xyyH
H3BTPYY/13X33C OycAaap Y/ACbIH XWAWAT siapanTan
Xaax, Oyx ONIOH Y/ACbIH HUCA3TYYAUIT Lar anganryi
Lyuaax apra xamxX33r aBcaH 6o0aHo. MoHron yncag
6ypTrara33s 6ariraa KopoHaBupycT xanzsapyys Hb
raZiHbIH yicaac 3praH npx 6y MoHron npraz 60/10H
Le6eH X343H Byuax mpcaH MoHron yncag 6ariHrbiH
OPLUMH CYyry ragaaj vprafssc wuaspnss. Taarasp
MoHron 6010H ragaaz Mpraguinr rypasayraap capaac
3XJI3H XWA33P OPXX MPM3ITL, Hb LWYYA Tycraapiantag,
opyy/ik 6aicHaap ONOH HUWTWUIH AyHA TYC ©BUMH
Tapxaxaac CIPrunmK 4YagcaH oM. M3z3sx 34rasp
XOPWO, L33PUIAH apra XaM>K33HYY4 MOHTONbIH 341IMH
3acart Heneennee. TYYHUNIH ASNXUNA AaXUHS, TYYXUIA
TOCHbI 3p3aAaT HaraccaH Hb MoHron ynceiH 2020 OHbI
3XHWUI XaracblH 0n6opnoAT, 6yTI3H GarryynanTbiH
YW axknanaraaHs HeNeenceH Hb UAT bariHa.

Tyc uap Taxan KOMMAHWUMH YW  axuanaraaHg
Hefeenex Hb XapblaHryn b6ara 6ainnaa. Yump Hb
KOMMaHW 3H3 XxyrauaaHs MOHron yacblH TOPUIH
6aviryynnaryyzrain 6aTanraa, 36BLUEEPANIH
aCyyANyyZ X3M31U3X3J aHxaapaH axuanax baliHa.
DH3 ye3p 3acruiiH raspbiH fiaM, TaMrbiH ras3pbliH YA
aXxkuanaraa X3BUWH ypramkuax 6anHa. KomnaHu
xonborgox 6anryynnaryyaraih xamtpaH axuanax,
©OpUINH aXunumg O60NOH TycnaH TyAUSTIArYAnnH
atoynryn 6ananbir TIPryyH 33parT TaBWH, OyX N1
YPbAUWNAAH CIPIUAADX apra X3MXKIIHYYAMWT aBY
axunnax banraa.

\\S
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2019 OHbl TOUM
XAB3ABO

TY3-eeC KOMMAHWWH YA  axwuanaraar TOrTMOJ
cadkpyynax 30pUAroop aBy X3P3NKYYAAIT aX/biH
Xyp33H4 ONOH Y/CbIH ra3pbiH TOC, GanraannH xui
onbopnoryabiH x0n600 (IOGP)-Hbl yanpaaMxKxuiir
6apumMTaax YYAHI3C KOMMAHWMH XeAenmepwuiiH
atoyaryn 6angan, dpyyn axyi, baliranb opuHbl
MeHeXMeHTUH cucteM  (XABSABO-bI MQ)-uiir
30XMUX  OyTU3A OYpaH OpyynaH axuanax wpas3.
AnvBaa rapcaH Toxnonansir IOGP-Hbl yanpaaMXKUintH
Jaryy  6ypaH wanrax, OypTrax, aHruagraac
rafjHa 3Ar3P33C OMK aBu, CypanucaH 3ynncuinr
YAUPAAATbIH XSHAATbIH VAN ABLbIH XYPI3HA HIIATTIN
Laall Tyra3zar.

KomnaHu 6aliranb OpuYHbIF Xamraanax Tan A33p
eHAep xapuyunaratan axuanagar 6ereeg SO
14001 cTaHzapTaap 60Cro TaBUH YHAICHWIA 6OA0H
OJIOH Y/CbIH CTaHAAPTLIF BYP3H xaHrax, aB4 600X
ByX apra X3MXK33r X3P3NKYY/3X Tan [33P OHLIFON
aHxaapaH axuanax baliHa.

2019 OHbl YW axwuanaraaHel sBUaZ  TeTpo
MaTtaz 60/0H MaHaill TyciaH TyWudTrary Hap 6yx
3aacaH ropuMm, AypaMm >KYpMbIr sritan mepaner
BGONrOH  @XWANACHbIT M3433/13X34 TaaTan 6aliHa.
Baliranb OpuHbl TeneB GaliAnblH YHIr33 60/I0H
Baiiranb OpuYHblI HeNeeNNNAH cyfanraar XWAArax,
MOH KOMMaHWIiH 6aliraib Op4YHbl yur 60ANOTbIH
OUeNyYN3NTIH A33p XapaaT byc yHIAr’3 TannaH
rapryynax 33part 6airansb  OpPYHbl  M3PrIXAUNH
KOMMaHWyAbIF P33/ axuanyyanaa. 2019 oHg
KOMMaHWIH Tanbai A33px YN axkuanaraaHbl aBLAj,
AMapBaa H3raH bailraib OpPUMHTOW X0N6OOTOW
acyypnan rapaaryi 60sHo.

2018, 2019 oHyysas KkomnaHu xyrauaa angcaH
ocon (LTI) rapranryi axwunnacaH 6ereeg LTI-uir
Tor Galinrax 30puUATOO Laalung Y rdcdH byx yiin
aXunnaraaHzaa xaAranak YAAIXMIAT XMU3IXK axKuanax
60/HO.

Yiin axxunnaraa

2019 oHbl ax/blH xeTenbep Hb tOyH TypyyHa XX
Tanban A33p XaWlryynblH rypBaH LLOOHOT epemaex
G3INTI3N  axknn  GONOH  TIAIPUNH  TYMALITIINZ,
TeB/epY baliB. OpemManerniii xetenbep GypuiiH yp
[VYH, XypaaHrymr 4oop H3rTraB.
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LisH Toropyy-1

LsH Toropyy-1 uooHoruinr [AuKioWl kKoMnaHWinH
40105 epMuIH ULamxraap HUAT 2960 MeTPUAH TyH
XYPTa/ epemaceH 6erees LLOOHOTMIAH FO 30pUATOT
AaBxapra 6onox looa LaraaHuaBbiH 4334 xun 2803
METPUIAH ryHZ Bytoy epemMaNermint emMHex Taamruir
604B0ON 5 METPI3P N FyexaH ryHs Taapnaa. 2803-
aac 2880 MeTpuUINH XOOPOHZA epemiceH dopmaly
Hb TOJLYYy 3aHap, aneBPOAUTTIN XapuilaH YencsH
3NC3H uynyy 6aiB. Tapxyy WHTepBanbir ©peMAex
TYpLUNA Ta3pblH TOC, XU Buunraak baicaH berees,
epemManervinH erergieec xapaxag LsH Toropyy-1
LLOOHOTMINH HWIT pe3epByapblH WHTepBan Hb
LLOOHOrooC XolixHo oplux XIX TanbaitH TOCTOMN
LLOOHOTYY/bIH aLLUIT pe3epByapyyaTan UXKua TecTan
6aiiHa.

LlooHOrT KapoTaxXuiiH BUUYnraan XuncaH ba Tyyrasp
77 MeTp HUIT 3y3aaHTall TOCTOW Balix HONOMXKTOM
pesepByapblH WHTepBanbir 6aTtatracaH 60JHO.
MeH KapoTaxXWiH BGUUWUINSAYYS Hb 3H3 MHTepBan
JOTOP HUMT 22 MeTpuiH 6oxup 3y3aaHTak 3
Yye TOAOPXOWNCOH 6a T3Ar33pUAH HyX CYBLUUAT,
H3BUYY/IDMXKMIH LWMHX YaHap Hb Tyc 6acceiHbl
Joop LlaraaHuasbiH niiM ryHg 6aiaraac uayy 6avis.

Tycag Hb TYPLIWAT XWIAX33P 2 UHTEPBAbIT COHFOCOH
6a 3XHUIA TypWKATLIr 2872 METPUAH FyH33C oo 3
METPWIH 3y3aaHTal X3CarT Oyroy LLOOHOrT bapuracaH
3NICHUIA YEYAMIH CYYpb X3CTUIH OMPONLI0O XWUINC3IH.
DH3 VHTEpBa Hb HArT, H3BUYYJ3MX Mall barataid
r3ATUAT TypLUMATaap xapyyacaH 6a maw 6ara ypcad,
TIMASTNTACIH  6oHO.  TypwuAaTbiH - Garaxyygbir
raspbiH rajapra A33p raprax upaxag TypLUMATHIH
AHAaH X000 AOTOp TOC 6alcaH Hb 3HIXYY Ye TOC
aryymx 6airaar, Laawnaag LOOHOIT gop xasx 70
MeTp TOCHbI 6araHa baliraar xapyysanaa.

Xoép paxb TYypwuaTbir 2834 METPUMH TyH33C
goow 12 meTp 3y3aaH uwHTepBang 6yroy [Joog
LlaraaHuas dopmaLibiH 33X Hb X3C3MT XMNCIH. IH3
X3Cr33C raspblH TOC, Aarangax XWWH XamT smap
H3M3H HAM3T 8prex TEXHUKWUINH OpOoJLLOOryMrasp
eepee ypcaH rapy umpcaH. Ogooroop TamcarviiH
CaB rasapT ePOMACOH X343H 3YyyH LLOOHOTMIH Malu
Li®OX6H X3/3H LLOOHOIT Hb /1 MAHXYY TOC BalranniH
ypcuaapaa ragapra 33p ypcaH rapy upcaH bangar
Tyl MaHai LOOHOTUIH XyBbJ H3H OHLFO TOXMOAA0N
601100. TypLIMATBIH ABLAZA X3MXCIH TOCHbI yHAApra
opru/ yes33 XoHorninH 821 bappenb bans.

YHAC3H ypcrablH YeuliH sBLag AapanTblH ereranvir
aBaxaj,  Taapyyfnax  30pWIroop  LLOOHOTUWH
oN6opAONTLIN 8 MUANUMETPUAH Liarupar awumriaH
xs3raapnacaH. DH3 xyrauaaHz AyHAaX TOCHbI
yHzapra Hb XxoHoruiiH 200 6appenb, LOOHOMMIH
aMCpblH ypcranbiH - gapant 250 nu-ac-aii  (psi)
6ancaH 60HO. Faprax MPC3H TOC Hb XeHreH berees,
XYHAUAH XWH Hb 46° APl 6aiicHaap Tyc 6acceinHg,
TIMASTNArAC3H XaMIMNH  XOHTeH TOCHYYAbIH  H3r
601100. DH3 Hb Maragryi L3H Toropyy-1 uwooHor
Hb OZOOroOp TyXaWH rasap HyTarT ©peMAex,
TYPLUMAT XUNACIH TYH HINTUIAH LLOOHOTYYABIH HIIT
TOOLOrAoX bairaag 6ax 60s0x toM. TypLUMATLIH
veq dopmaubiH yc onbopnorgooryin 60aHo. NidHxyy
TYPLUMATBIH VAN axuanaraar gyycracHol gapaa Li3H
Toropyy-1 LOOHOMVMIAr  WP334YNH  ONBOPAOATLIH
LLOOHOT 6alix 60NOMXKTOM X3M33H Typ Xaaxk OPXMCOH
6a KOMMaHWIH XyBbA TyH a4 XONBOTrAONTON HIINT
6oan00.

XanuyH 6yra-1

XX TanbaiH ypa x3cart XanuyH 6yra-1 LooHormir
[JaTtoH [Metponeym WHxXeHepuHr 3HA Onnduiing
CepBuc koMmnaHuiH DXZ1 epMUiiH Lamxraap HUAT
2000 METPUIH TyH XypTan epemaceH 6osnHo. Tyc
LLOOHOFT CaliH TOCHbl Y33r43L, Taapanjax baicaH
X3AUM YU A3BCTIP XWWH YTIYYA Hb ©pemMAnervinH
Typwua 6Gara 6ainnaa. KapoTaxwuiiH ereraauniH
NeTPOGU3UKMIAH AYH LIMHXKUATIIMISP 3HI LLOOHOIT
COHUPXON TaTaxyWl, ye Oaiixryir 6aTancaH Tyn
TYC LLOOHOTUWT XaaH BUTYYMXWAC3H 60aHO. 3C3H
X34UW Y TYC LLOOHOTT CaliH TOCHbI y33ra3L, 6aiicaH Hb
ypbZ, ©MHe epemzex barraaryin 3H3xXyy HacceiHs
6o10MX, NoTeHUMan banraar UATrax GaliHa.

LlaraaH 333p-1

Laraan 333p-1 uooHorunr AuKioW komnaHWIH
40105 epmuiiH uamxraap LisH Toropyy-1 LooHorooc
6apyyH TUALW 5 KM 3aing HUAT 2550 MeTpUIH ryH
XYPTI ©pemMAe, KapoTaXUMH BUUUTADA XWUACIH.
DH3 LOOHOIT 3 MeTPpWIiH L3B3P 3y3aaHTail, caiiH
YaHapblH 3NC3H YynyyH TOCT alMrT JaBXapra
KapoTaXwiH OUUYUrI3133p TOrTOOTACOH  60JHO.
BaxanrasHWM  AHAAHT LLOOHOTWAH Epoon  XypTan
cyynracaH 6ereeg LaallfblH YH3/r33, Cyanraa Xuix
MaraAtaii Tyn Typ XaaH OPXMCOH. XYMTHWUIA yanpan
XK BalicaH Tyn epemMasernH Japaa Lwyys
3anryynaaz TypLUNAT Xuiix 6010MXKryi HONCOH tOM.

TY3-UAH r’MWIYYOUWH M3O3rasn

ByT33ra3xyyH xyBaax rapasHyya (BXI)

MpocnekTyys TOAOPXONMK, TIAMIIPUIT OPOMAOXOL
63/15H TYBLUMHZA XYPraxaz YAA»K Oyl XauryynibiH
Xyrauaa Xypaauaxryin 60ACOH yump raspbiH TOCHbI
acyyfan 3px3/C3H TOPUH 3axmpraaHbl banryynnara
6onox Awwurt Mantman TaspbiH TocHbl [azap
(AMTTN)-T1 maHan komnaHu |V Tanbanr 6yuaax
anbaH &cHbl XycanTa3 rapracaH. Tyc Tanban 6yuaax
acyyzan TOZOPXOW uar aBy baliraa 4 axuuTanraap
ypramkmak 6anHa. V TanbaiH xyBbs 61z Llaallng
TOC aryynargax 6y Hb TOorrooracoH Terper 60/10H
TaaublH 6GaccelHyys f33p TeBAepY axwuiiaxaap
Galiraa Tysn Tap X3CTWAr aBY yaza3H, bycas TanbariH
X3CTUIAr MeH Byliaax erexeep XyCanT rapracaH 6a
3H3 YWA axwuanaraa MeH Ypramkumk bavHa. [33p
AypAcaH V TanbaliH aBY yAA3XK By X3C3r Hb saracaH
6aliraa Oycaa npocnekTyyzaaac ragHa, 33p3arisnvir
Hb axuyncaH Pantop TpeHs 6ytoy eHAep au
Xxon6orponTon, npaaayra bara 3apanaap epemMaex
6010MXKTOW BaliHyyAbIH Harupir aryyix 6airaa rom.

Komnanm XX Tanbah [33p XWUNC3H  HIINTYVA
[33P YHASCA3H AWWrnantblH Tycran 3eBLueepesn
aBaxaap axxunnax 6arraa 4 XX tanbanH xanryynbiH
xyrauaa 2020 oHbl 7-p cap, V TanbaiH xanryynbiH
xyrauaa 20271 oHbl 7-p capz Tyc TycC ayycax oywr
XapransaH y3337 xoép BXI-Hni xalryynbiH xyrauaar
EepPeHXUAee 3eBLUeBPAYYAdd aBax XypTan Typ
30rcooOX Xycantyys rapracaH 6onHo. AMITI Hb
TYC XYCINTYYAUWT XYJ33H 3eBLUGEpCeH bGereeg
OZ,00r00p HOXLONYYANAT 3LUICAIH TOXMPOX axKu
ABargax 6ariHa. XamruiiH ron Hb XX Tanbai 433p Typ
30rCoNT aBCcHaap ALUUMAaNTbIH TyCcrain 3eBLIOSPANIAT
MoHron ynacblH 3acrMinH raspaac ONroxooc eMHe
xaunryynbiH xyrauaa 2020 oHZ Ayycaxaac CIPrunmK
yagax bariraa rom.

O/10H HUNTUUH Xapuayaa

KoMnaHn OIoH HUWATWIAH OpOoAL0O, XapwiuaaTait
XON600TON XapwyLiaraa Mall udyxanz y3asr. Anveaa
AXJIbIT IX/IYYA3X33C OMHO KOMMaHW Hb Laapgsaratai
3eBLeepayyaninr AMITE 6onoH bycag 6yx xonboraox
TepuitH baiiryynnaryyaaac aBy axunnagar. KomnaHuiiH
M3PrKUATHYYA TONeBNOCOH YW axuanaraaraa
TaHWALYYX,  X3131U3X  30PUATOTOMroop  A33pPX
areHTnar 6O0NOH OPOH HYTIWMIH 3acar 3axupraa,
TeNeeneryaminH OpPONLLOOTOW XaMTapcaH

yyn3antyyAaz oposiLgor.
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OpoH  HYTFMMH  3acar  3axupraaHbl  anbaH
TyWaanTHyyaATan  yyn3anT — XUAXUAH  33p3rudd
HUATMUIAH  XOrKW/,  OPOH  HYTTUAH  XaMTbIH
axkuanaraaHsl xeTen0epyyANInH XYPIIHA
OPOH HYTFMIH UPr3AMIH  acyyntaHi —Xapuynax
YYA3anTyyAbIr 30XMOH Ganryynaar. MeH KOMMaHWiiH
Teneeneruns  YWn - axwinaraa - AByysnaxaap
TONIOBNOCOH rasapT OWPONLOO ambAapar 3CB3/
HyTarnagar HyyA3A4WMH ManuuaTan yynsant XUAHD.
TYYHU3H KOMM@HUAH ONOH HUNTWUIH Xapwiuaa
xapuyLcaH MIPraXunTHyYYAWNH Teneenen 6Gyxui
N yAn axunnaraadbl fBUaz Tanbait 433p GanpLumx
axunnagar.

Yiin axwunaraa sABYy/K Oyl HyTar [3BCrapuitH
30H OJIOH PYy UMINICIH TOCAYYAWUNT TyxallH OpOH
HYTTUAH  YAVPANaryyaTan XamTpaH — X3parkyysx,
30XMOH baiiryyngar. KomnaHu opoH HYTIUAH TyaXyy
OPOJILLOO, XaMTblH axwuanaraa Hb aloy/aryin bereeg
aMXUATTAN YA axuanaraa X3p3arkyy/a3XWUMH ron
TYIXYYP MeH b6erees YyHWA yp AYyH Hb 3prasg
OPOH HyTarT awur Tycaa erger xamaaH y3gar. 2019
OHbl TOCAYYAUWAT OPOH HYTTWIH yaupAnaryyAaTan
XamTpaH X37131U3X, 3 LOOHOr epemgex b6ycuitH
apA VPragsa ereexkrsn TeCAYYAUNT  aMXWUATTan
X3P3IMKYYACIH 6ONHO. [3CIH X3AMM U OPOH HYTTUIAH
3acar 3axvpraaHbl 3yrasc rasap awumriax acyyanaap
MapraaH rapracHbl ynmaac [letpo MartagbiH yiin
axkunnaraa TOAOPXOW XyralaaHg AOroaAcoH 60HO.
Tyc acyygan yycax Hexuen Hb 2017 OHZ WKH3 Xyyb
6aTnargcaHTa xonbooTol berees bXI-T komnaHnyg,
©6PpUIH Tanbal 433P33 YA axKuanaraa aByynax 3pxas,
Hb HesneenceH saBAan balinaa. Tyc XyynninH garyy Tes
60/10H OPOH HYTIWIMH 3acar 3axupraa ToAopXon apra
X3MPKI3HYYZ aBax balcaH Hb XWWTA33ryh 6amncHbI
y/Maac KOMMaHWMH 3PXUAH acyyjan XeHAerpex
3X3NC3H  tOM.  3acar  3axupraaHbl  X0n60rgox
canbap, yavpanaryyAtan acyyAnbir OHOBYTOW 36B
X3NNLUCIHUI VP AYHA MNeTpo Matagag 2019 oHbl yiin
aXunnaraaraa YPrakayyasH Jyycrax 3eBlUeepen
ONTOrACOH oM. TyC YYCCOH acyyAnaap Laalimg
aBax apra Xamxa3r 3acruiiH rasap TOJOPXOW/X,
Xyy/ibZ, OPOX ©6PUNENTYYA XUATA3X balraa berees,
KOMMaHWIH LaalljbiH YA aXunnaraaHz AaxvuH 3H3
acyyfan Yycaxrym ragsrt utrantai 6aiHa.
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2020 OHbI Y AXXUNINIATAA
bOJIOH T©/16B

Metpo Matag «komnaHu 2020 OHbl ron yin
axxuanaraaHp, 2019 OHbl epeMANerniiH
ereranyyAvnr, ananrysa LisH toropyy-1 LLOOHOTUIAH
YP AYHr H3rTraH, XX TanbaiH YHIAra3, TalanbiH
axbIr fapantaii gaxuH 6osnoBcpyynax, MoHron
YACbIH 3acruitH raspaac 25 XU XyYuH Teresngep
Oyxuii AWMrnanTbiH Tycraii 3eBLUOSPAWIAT aBaxaj
TOBNGPOH axuanaxaap 6arraa 6a WHracHp LisH
TOrOpYyy H33ATUIAT alunr opaoro Byxuii onbopnontos,
LUNAXKYYA3X B6onomxTon 6onox oM. MoHron yncag
AwwvrnantblH TycCrai 3eBlUeOpen aBax YWa fBL, Hb
H3/1937 ApBUrTai 6010BY TyC acyyjan axuurairaap
yprasxkuak  6aliHa. MaHali KOMMaHWIAH  ra3pbiH
TOCHbl XaWryyng TyywTan ynun axuanaraa sByyax
OyWAr O3MXKUXMIAH caulyy MOHron yacblH 3acruiH
rasap fAoToozAoo [a3pblH TOCHbI 6HonoBCpyynax
yrinaeap Gapuxaap TyywTah axunnax 6aliraa 3H3
veq 2019 oHbl XaWryynblH axsaaap amXuntran yp
AYHA XYPC3H 33p3rTai yanayynaH MaHaii KOMMaHninH
AwwvrnantelH  Tycraii  3eBLUEGPJAUIH  acyyAnbIr
TOPUIH 4334 Ganryyanaryys Asmxu 6aiiraa
r3ArMiAr MoHron yacelH xonborgox 6anryynnaryys
6MA3HA M343rA337 baliraa tom.

XOHANOHINIH
NTrH3IMXXA3IACIH 3Tr33ANNH
TAWUNAH (XM3T) BONOH
PE3EPBYAPbIH OJIBOP/IONTbIT
PYNMKYYNIIX CYAANTAAHYYA

HeeuuiiH  TalnaHrMiltH  axwuntai  yangyynad
KOMMaHWIH HI3ATUIAH LLooHOr baipaax XX tanbaliH
XoA xacarT XI3T 63a4yynax3sp 6ug JInin SHepxu
(Leap Energy) KOMNaHWIr rapa3ncaH 6osHo. XN3T-4
TycracHaap LI3H Toropyy CTpyKTypblH raspbiH
X3BANIA 43X TOCHbI BasrMNH NOTEHLMAN Hb 3PCAAN
TOOLLOOTYWA AyHAAX YHINr33rasp 194 cas Happenb
HaiHa raxx rapcaH. H3 yp AYH Hb MaHa KOMMaHWIH
[0TOOAA00 TOOLOX HarcaH ayHrasc 20 xyBuap ux
rapcaH Hb, MoHros ynceliH BXI-HWI Taatain Hexuen
60/10H Xyypali razapT ra3pblH TOCHbI YN axunnaraa
AByynax bara eprer A33p HIM3IIA3H HIN334 eHAep
3AVMIAH 3acrWiH  yp ©ereex erex 6HONOMXKTONT
Xapyynx 6anHa.

®uHwuke KoHcantuHr fendt (Fenix Consulting Delft)
Oyroy pesepByapblH ONBOPAOATBIF  IPUNMINKYYAIX
Tan A33p M3PrawcaH KomnaHu Hb L3H Toropyy-1
LLOOHOTUIMH TYpPLUWATBIH ereraen 433p TyAryypiaH
3arBapufian  rapraH, TyC  LOOHOIT  WI3PC3H
LaraaHuaBblH  TOCTOM  3ACHWA  ONBOPAONTHIH
BGONOMXKMIAT  YHIIXK, OPYMH YeuinH onbopaont
3PUMMXKYYA3X  apryys  60s0H  pesepByapblH
fapantbir 0160PNOCOH YCbIr AaxuH Luaxax apraap
O3MXKMXK ©rCHeep ra3pblH TOCHbI OFONTUINH X3IMXKI3
xeplw Tanbahg Xypy Oyl X3MXK33HIIC eHAep
6aiix 6ONOMXKTONM K y3133. Hanyy 3cB3N X3BTID
epemaser XMinH pesepsyapTain xonborgox baviraa
rafapryyr HamMargyyasx, MeH paavian epemaner
XWX LOOHOr Pyy Yypcax YpCUbIr HIM3ITAyya3x
33P3r HAMAIAT TEXHONOTWyZ aliurfaH LOOHOTUIAH
0/7160PNONTBIF HIMIFAYYK BONOX apryyAbIr CyAanxk
6aitHa. Opooroop 34rasp apryys MoHron yncag
TYAIXYY X3P3ra3ra33ryi 6aiHa.

OUHMKCUIAH axbIH Yp AyH 6onoH XMST-aap rapcaH
GasANrniiH  y3yyNaTyYA XamTtgaa MaHail MoHron
YACbIH 3acruitH rasapt xypryyacaH LisH Toropyy
HIINTUIAT  XOIKYYN3X  CYypb YHIAM3TIM  TOXMPY
baiiraa 6erees TOC erenTUH uUTraALYyypuir 17
XyBuap 60g0x04 AyHAXKaap ToouooacHoop 33 cas
6appenb TOCHbI HOBLWIAT aluUraax 30pUNTTON oM.
OH3 Hb 0f00roop MOHrons XypPCaH TYBLUMHTIN
HWMUX bairaaraac ragHa f33p AypAcaH TOCHSbI
OreNTVIr ecrex apryyabir X3p3ari3cH33p 60a0Mx
yN1aM HIM3rA3X 6010MXKTOM.

3APAAN XOMHANT

KomnaHn ofooruniiH caHxyyrmitH 6010MX00 alumriaH
alMrIanTbiH Tycravi 3eBLUOOP/Iee aBax 3H3 Xyrauaar
JaBaH rapax 60/OH 0f00roop YPraixkumK 6y
KoBna-19 uap Tax/iblH A3XUAH CaHXYYrWMAH 3ax
33304 Heneemx Oy Galg/bir xapransaH y3ax,
MeTpo MatagblH TY3-UIH ruwwyys 3apum 3apgan
X3MH3X apra X3aMXK33HYYAUIAT X3P3rKYYA3X WUAABIP
rapracaH 6a 2020 oHbl 4-p capbiH 1-HUI eapeec
IX/I3H TYALITIIX BONOH rYyMLITrIX BYC 3aXMpPAyyAbIH,
TYYHUI3H KOMMNaHWIH YAUPANArbiH MeHeXepYYAWUIH
LanuHr ayHgxkaap 50 xyBb ByypyyacaH Hb YyHWI
H3r Xx3car 6arB. TyyHUNdH MaHali KOMMaHWIH
M3PraXAuUiiH  3eBnexyys Tenbepee 45 xysuap
6yypyynaxbir 3eBLLEOOPCOH 6ONHO.

DHaXyy —apra X3MX33r aBCHaap  KOMMaHWMH
3apgan Tannargax 6Galiraa 4 yWa axwuanaraaraa
YPraKayya3x 6010MXKTON 6alix oM.

TY3-UAH r’MWIYYOUWH M3O3rasn

X3p3B 3ax 333/1MINH HeXLen baingan JOPABOA Laalung
aBu 6OMOX apra X3MXKIIHYYAUAT X331UC3H 6a
Waapanaratain 6o x3parxkyyasx 6osHo. Tyc aBcaH
apra xam>Ka3HUIM YHACIH A33p 6uz H6airaa caHxyyrminH
60/OMXKMA (AMap HIT ep, 333y 2.3 cas am.joanap
6aiiraa) tyaryypnan 2021 oHbl 1 gyrasp yavpan
AyycTan yun axuanaraa siByynax 6040MXKTON 6alix
tom. [133p AypAcaHunaH WwaapAnaratali TOXMONAONS
H3M3AIT apra XaM>33 aBCHaap Yy axuanaraar 2021
OHbl 3XHWI Xarac AyycTan YPraaxayynsx 6010MXKTON.

AYTHANT

MaHali KoMnaHWMH XyBbs, MOHION YACBIH ra3pbiH
TOCHbI XaryyablH TanbapT Yamryi yaaaH xyrauaaHz
TOLOPXOM Yp AYHTIA axuanacaH X3AWW Y SAUAH
3aCTUNH yp ereex Byxui yp AyH raprax 4dagaarym
6arinaa. 2019 oHZA 34MINH 3aCTUH Y BreexTan banx
6ON30WIYIN  HYYPCYCTOPOTUMIAH  HIINTUAM  XUIAXK
yagnaa. VIHracHasp 6ug gaH xanlryynaac xauryyn,
ONGOPNONTBIH YN axuanaraa pyy LWWIKWH, LaH
Toropyy H33ATUIH Xaxyys, 6y A34 ByTLUMIAT aimnrnax
Japyv OpsIoro oK 3X13X 6ONOMXKTON 60K balHa.
KomMnaHWiH oWpbiH 30puaro 60n LwaapAnaratan
36BLUGBPAYYAUIAT aBY, LI3H Toropyy HaanTuir 6ypaH
TOAOPXONAX, B6OrMHO xyrauaaHz onbopaont pyy
WWAXKYYA3X, Laawnaaz 6ara epTertdst HIINTUIH
TanbamH A3pragdx MOHron yACbiH 3yyH X3C3rT 6yi
aMXUAT raprax mMaragian eHAepTan 60N0MXKYYAbIr
XalX CyAnaxaac ragHa eHAep ereexrsn 6aix
bonoxyvl, bara 3apgantan  bapyyH  3yruiH
6ONOMXKYYABIT CyAnax axsaa YPraxkKayyasH Xunx
3opwuaroTori HaiHa.

TANNAPXAN

TY3-UiH 3yrasc ByTaH XUAMNH TypLl ypam 30pwr,
XWY3/1 3YTIIATIN aXKMANaXK MPCIH TEXHUKUAH BOOH
TEXHWUKUIH BYC aXuaTaH, axuinarcaasaa tanapxax
byiiraa WIPXUIANDX33C rafHa yAaaH Xya33CaH
aMXKUATaHZ, Hb Basp Xypraxuir xycax barHa. MNetpo
MaTagblH 6ar xaMT O/iHbl BYpP3H AyYyp3H, yWraryi
XWY331 3yTrIN A33p AepeeneH upX Oy c3Tran
XO46NreM Lar Yewnr AOTrANOH Xya33XK 6aliHa. TY3
Hb XyBbLiaa 333MLIMNMYZASA33 YHI L3HWUIAT 61 6oarox
YYP3r Xapuyunaraa OypaH yxamcapsiax axuanax
6alraa 6erees KOMMNAHWH YA axkuanaraar ypraax
O3MXKMX MPCIH XyBbliaa 333MLWMIYA3A33 Tanapxax
6alraaraa yyrasp ysaMxuamk 6anHa.

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

Petro Matad continues to refine and modernize its
HSSE-MS, structured on International Oil and Gas
Procedures (IOGP) 511, which outlines Operational
Management System Guidelines. As revised policies
and procedures are released by IOGP, the Company'’s
HSSE-MS is updated to reflect changes accordingly.

The key strategic tenet of the Board of Directors
and management is to ensure that the Company'’s
operations comply with its HSSE-MS for the safety
and wellbeing of all employees at all times. The
Company works closely with its contractors to strive
for HSSE excellence in achieving top tier delivery and
performance across all operations.

Petro Matad’'s HSSE philosophy is moulded by
the Company's HSSE-MS. It enables real time and
practical support in all of the Company’s activities
and operations as well as structural compliance
with international standards and Mongolian laws
and regulations. To apply best class practises in
operating procedures as well as compliance with
Mongolian legislation, the Company adheres to
guidelines set out in: International Association of Oil
and Gas Producers (/OGP), 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 (IAGC).

It is thanks to the rigorous adherence to these

standards that Petro Matad has had zero Lost Time
Injuries (LTI) for four consecutive years.

\

Operations

In 2019, the Company undertook an exploration

drilling programme in Block XX in eastern Mongolia

with two drilling contractors. The drilling programme

was planned and executed under the guidelines

of 0GP and IADC for the management of HSSE.

Contractors and sub-contractors were required

to operate within the requirements as specified in

IOGP and IADC. Throughout the drilling programme,

Petro Matad’'s senior management continuously

monitored and conducted multiple inspections on

the drilling contractors. The main objectives of the

inspections were to:

*  Evaluatethedrilling contractors’'implementation
of the HSSE Plan during drilling operations.

* Ensure that drilling contractors and their sub-
contractors adhered to IOGP standards.

* Ensure compliance with Mongolian National
Standards.

*  Evaluate the drilling contractors’ compliance to
guidelines as set out in IOGP and IADC.

* Evaluate the drilling contractors’ and their
sub-contractors’ operational capability and
commitment to HSSE in the field.

The drilling programme was executed with
each drilling contractor operating as a Mode 2
Contractor, as defined in IOGP 432, which requires
that they execute all aspects of the contract under
their own HSSE-MS. The Company verifies the
overall effectiveness of the HSSE management
controls put in place by the contractors, including
their interface with sub-contractors, and assuring
that the Company's and the contractors’ HSSE-MS
are seamlessly compatible. Inspections conducted
on both drilling contractors were found to be
satisfactory. With Petro Matad's robust HSSE
presence in the field and the perseverance of the
drilling contractors, the 2019 drilling programme
concluded with zero Lost Time Injuries (LTI), with a
total of 237,618 manhours recorded. Petro Matad
Group's Total Recordable Incident Rate (TRIR), which
is one of the Company's Key Performance Indicators
(KPIs) was zero. Leading and Lagging Indicators,
aided in this successful outcome, which allowed for
proactive data gathering so that Petro Matad and
its contractors were able to analyse trends that may
have otherwise led to potential incidents occurring.

The commitment of the Company’s management and
staff and the continuous and rigorous application of
safety systems, policies, and procedures, combined
with ongoing training, contributed to no injuries and
the Company’s fourth consecutive year of zero LTls.

Health, Safety, Security and
Environmental Policy

Petro Matad's Health, Safety, Security and
Environmental Policy demonstrates that executive
management and all employees 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 workplace 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-MS 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 on the environment and to
conserve and protect the environment in all
areas of operations.

Risk Management

Petro Matad, recognises the significance of a
proactive stance to HSSE risk management in its
operations to provide measures that protect its
employees, its contractors and the environment
within which the Company operates. Prior to any
operations, all risks and hazards are identified, and
mitigating measures are implemented to reduce
risks where possible to as low as reasonably practical.

The nature of the Company's business involves
exposure to potentially hazardous materials. Any loss
of containment of hydrocarbons or other dangerous
substances may have adverse effects on both the
environment and the health of others. Through
operational controls, integrity of asset protocols
and environmental risk management, the Company
continues to aim to mitigate all environmental risks
that may have an impact on the environment and
other stakeholders.
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Engagement and Training

Through an extensive engagement programme,
employees, contractors and local hires are trained
on Mongolian occupational, health and safety
standards and regulations. The awareness and
training programme includes topics such as
Mongolian occupational safety and hygiene laws,
investigating industrial accidents, acute poisoning,
and prevention of occupational diseases, amongst
others.

Commitment to Environment

Petro Matad is fully committed to the preservation
and protection of the environment, in all areas
of operations. The Company's project specific
Environmental Management Plans (EMPs), which are
approved by the Mongolian Ministry of Environment,
include comprehensive 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 stakeholders that Petro Matad will
operate responsibly.

Throughout the Company's 2019  drilling
programme, the Company continued its excellent
record of compliance to environmental regulations.
Petro Matad engaged specialist contractors during
the 2019 drilling programme to ensure compliance
with all Mongolian environmental laws. Furthermore,
an environmental company was contracted to
ensure that all due diligence and legal compliance
processes were undertaken by Petro Matad in
obtaining an approved Detailed Environmental
Impact Assessment (DEIA), which is required, prior
to any operations taking place. This enabled Petro
Matad to provide to the Ministry of Environment
an EMP demonstrating full commitment to take all
necessary measures to protect the environment as
per Mongolian law.
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Furthermore, a specialist environmental monitoring
company was hired to conduct environmental
inspections before, during and after operations
on the drilling locations, to ensure accountability
and compliance. The analysis and reports are
fundamental to monitoring any impact on fauna
and flora from which recommendations for future
drilling operations will be established.

In other efforts to protect the environment,
Petro Matad pays close attention to the training
of employees and contractors, to recycling and
waste management, spill prevention, water source
management and environmental restoration.

Air Quality

The nature of the Company's activities has the
potential to pollute the atmosphere, which increases
the importance of controlling and reducing
emissions to avoid and minimize the potential
damaging effects on the environment and human
health. Efforts are placed on ensuring machinery and
equipment are stringently serviced and maintained
to reduce pollutants. Transportation and logistical
plans are constantly reviewed to reduce carbon
emissions.

Summary

Fundamental to Petro Matad's mission is that
international HSSE standards are paramount and
foremost in all activities and operations 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. Petro Matad is constantly striving
to improve standards, protect the environment, and
ensure the safety of all personnel in its 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

PETRO MATAD LIMITED
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Corporate Social Responsibility/Community
Relations is an integral part of Petro Matad's
activities. The Company is committed to evaluating
the social impact of its operations and contributing
to the economic development and social wellbeing
of the communities in which it operates, minimizing
any negative effects and ensuring 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 key stakeholders
and establishes associated consultation processes,
a community grievance management mechanism,
a social investment strategy and commitments
including the required resources and budget.

Social Performance Objectives

Petro Matad's strategic SP objectives are 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, through the following engagements:

* 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;

e 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.

Petro Matad undertakes community and stakeholder
engagement ahead of all planned work programme
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activities 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
activities are to be conducted;

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

e Building trust between the Company and the
affected community;

* Building a constructive working relationship
with local authorities;

e Obtaining a better understanding of community
concerns about the planned activities 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 in full according to our normal
practice during the 2019 drilling operations in Block
XX in the areas of Matad Soum of Dornod Aimag
and Erdenetsagaan Soum of Sukhbaatar Aimag.

In preparation for the 2019 drilling programme and
prior to drilling activities commencing, the CSR team
visited all herders and their families in the areas
surrounding the Company’'s planned operations,
and conducted meetings with local authorities at the
Aimag (province), Soum (district) and Bagh (local)
levels to provide information on the upcoming
drilling programme and the expected effects on
local communities. These efforts positively affected
the implementation of the Company’s exploration
activities in 2019.

During the individual family meetings, it was
emphasized that Petro Matad is a Company
solely focused on Mongolia and with substantial
Mongolian ownership and staffing and that the
Company is working with the government in an
effort to help achieve energy independence for

Mongolia. The herders were very engaged in the pre-
operational discussions and offered their opinions
and suggestions on the planned activities. Herders
in the areas close to the drilling sites recommended
a number of steps, all of which were considered and
many of which were subsequently implemented.

They included:

*  Regular meetings and updates to local herders
on the progress of drilling operations.

e Support and implementation of sustainable
development projects for the community and
its people.

*  Supporting local communities by procuring
food supplies from local vendors and herders
during exploration drilling activities; and

*  Recruiting workers from local communities.

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 activities in Blocks IV, V and XX.
Through transparent and meaningful engagement
with communities and stakeholders, as well as
through social research on various factors such as
local population, health, human rights and cultural
heritage, the Company identifies 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 2019, 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.

Matad Soum, Dornod Aimag:

*  Funded the drilling and construction of a
potable water well to a depth of 220 m and
equipped it with the latest technologically
advanced fully automated water purification
system to provide an additional potable water
source for the residents of Matad Soum.

CORPORATE SOCIAL RESPONSIBILITY

e Funded the drilling of three water wells for
herders and their livestock in the areas around
Matad Soum’s 6th Bagh where natural water
supply is scarce. This has helped to spread out
pasture areas which will improve long term
environmental sustainability.

e In an effort to assist and support low income
families, Petro Matad financed the 'Livestock’
project which will enable the 3 shortlisted
herder families identified by local authorities
in 6th Bagh of Matad Soum to gain sustainable
income from livestock. The funds were used to
purchase 25 sheep and 25 goats for each family.
After 2 years, each family is to then transfer
the same amount received in aid to the next
3 identified herder families so that the aid is
expanded to more low-income families.

e In order to promote community cohesion, and
to improve healthy lifestyle awareness in Matad
Soum, a volleyball competition was organized
and funded. A total of 40 participants consisting
of governmental officials, members of non-
governmental organizations and herders
competed.

* To preserve and promote cultural heritage, a
horse racing competition was organized and
funded in conjunction with the start of the new
school year in September. A total of 50 horses
and young riders participated.

Erdenetsagaan Soum, Sukhbaatar Aimag:

*  Provided tuition support to 4 students originally
from 4th Bagh of Erdenetsagaan Soum for their
tertiary education in Ulaanbaatar City.

e The technical water well drilled by Petro Matad
for the Red Deer-1 drilling programme was
donated to the Bagh and Soum subsequent to
the completion of drilling operations and fitted
with a suitable pump so that herders could
operate it easily with small generators.

e Contributed to the organization of “Second
Archery Festival of Khatgin Gurvan Khoshuu”,
which was a competition organized by
the "Eguzeriin Mergen” National Archery
Association in their effort to promote archery
among children and youth. A total of 52 archers
from Dornod, Khentii and Sukhbaatar Aimags
participated in the archery competition.
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Corporate Governance at
Petro Matad Limited

Since 2010 the Company has followed the QCA
Corporate Governance Guidelines for Alternative
Investment Market (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 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 and the development of discoveries 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.
To this end, following the success achieved in
2019 with the discovery of potentially commercial
oil in the Heron-1 well, the Company has focused
efforts and resources on securing the necessary
permits to allow the discovery to be delineated and
brought on stream. Petro Matad will also look at risk
diversification measures such as farmouts should a
favourable opportunity arise.

The Company is focused on commercialising its
discoveries and high-grading exploration areas by
accessing and applying state of the art technical
resources to maximise the probability of identifying
the best opportunities, making hydrocarbon
discoveries and creating value for shareholders.
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Funding the Company's activities is critical and the
Board reviews funding requirements closely and is
focused on ensuring that the Company will be able
to fund planned future work programmes.

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:

*  Theprinciple of having at least one Independent
Director on the Board to oversee that the
interests of the Company and all shareholders
is maintained

* The Board has appropriate skills, experience
and expertise

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

e 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)
e Shinezaya Batbold,
Non-executive Director (Petrovis appointee)
e Timothy Bushell,
Non-Executive Director (Independent)
*  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 4 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 the stage of
its business development in mind. 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 training to keep their
skill sets relevant for Petro Matad.

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 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.

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.

While the Board has plans to add a second
independent Non-Executive Director it also evaluates

CORPORATE GOVERNANCE STATEMENT

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 as a whole, is 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 their 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 2019 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.
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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.

Audit Committee

The members of the Audit Committee in 2019 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-
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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
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
2019 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 management of the Company, and where
appropriate overviews the broad issues of
salary levels for all employees. The Company's
remuneration policy is to facilitate the recruitment,
retention and 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 Chairperson as well as the
Non-Executive Directors fees. The full details of the
Company'’s remuneration policy and remuneration
of Directors are set out in the Remuneration Report
on pages 46 to 53.

Corporate Governance, Social Action and
Environmental (CGSAE) Committee

The members of the CGSAE Committee in 2019 and
to the date of this report are as follows:

Chair
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 2019,
management continued to enhance procedures for
procurement, budgeting and expenditure approvals,
which are in line with standard industry practices.

CORPORATE GOVERNANCE STATEMENT

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.

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 participated 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.
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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.

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

e 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

e Expropriation of PSC

*  Sanctity of contract — Detrimental change of
PSC terms

e Statutory environment: FDI, Petroleum Law, Tax
etc.
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e Government ineffectiveness/Institutional failure
e Loss of listed status
e External statutory risks (Anti-bribery, FCA)

Operational Risks

*  Lack of sufficient success in next exploration
programme

*  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 and
pandemics

e Environmental damage

e Accidents in workplace

*  Security concern: Civil unrest, terrorism,
sabotage

Management Risks

*  Management effectiveness

*  Project management/operational efficiency
*  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 in a
timely manner to all queries received. The CEO talks
regularly with the Group’s major shareholders and
institutional investors 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 (@Petro_
Matad) with an aim to provide regular operational
and corporate 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.

CORPORATE GOVERNANCE STATEMENT

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 34 to 37.

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)
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 UK Corporate Governance Code and the London Stock
Exchange’s AIM Rules for Companies and associated guidance. The Committee also gives due consideration to
pay and employment conditions elsewhere in the Group.
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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 2018 and 2019, are as below:

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

John Rene Henriksen Chief Financial Officer

Timothy Paul Bushell Non-Executive Director

Michael James Buck Chief Executive Officer

Shinezaya Batbold Non-Executive Director (Appointed 20 September 2018)
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(b) Compensation of Directors

Consolidated

31 Dec 2019 31 Dec 2018

$'000 $'000
Short-term employee benefits 1,257 1,075
Post-employment benefits - .
Share based payment expense 102 205
1,359 1,280

Consolidated

31 Dec 2019 31 Dec 2018

Directors $'000 $'000

Oyungerel Janchiv - 24
Enkhmaa Davaanyam 51 54
Timothy Paul Bushell 84 88
John Rene Henriksen 348 315
Michael James Buck 743 586
Shinezaya Batbold 31 8
Total 1,257 1,075

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

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

Balance at 31 December 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 Batbold** 2,000,000 - - 2,000,000
Total 21,239,604 4,061,274 2,577,284 27,878,162
Balance at 31 December 2019 or if applicable Balance Acquired Options & Balance as at
at the date of resignation as at and Awards 31-Dec-19

01-Jan-19 (Disposed) Exercised

Directors

Enkhmaa Davaanyam 6,136,175 - - 6,136,175
John Rene Henriksen 2,065,213 - - 2,065,213
Timothy Paul Bushell 1,061,538 - - 1,061,538
Michael James Buck 4,270,006 - - 4,270,006
Shinezaya Batbold** 2,000,000 - - 2,000,000
Total 15,532,932 = = 15,532,932

*Oyungerel Janchiv retired from the Board of Petro Matad Limited on 20 September 2018 and her shareholding
information are up to and as of the retirement date.

**Shinezaya 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 and Conditional Share
Awards 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 31 Balance Granted  Options  Options Balance Not Vested Vested
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 Batbold** - - - - - - -
Total 662,500 - - (187,500) 475,000 - 475,000
For the year ended Balance Granted  Options  Options Balance  Not Vested Vested
31 December 2019 as at as Exercised  Lapsed as at & &
01-Jan-19 Remu- 31-Dec-19 Not Exercisable
neration Exercisable
Directors
Enkhmaa Davaanyam 150,000 - - - 150,000 - 150,000
John Rene Henriksen 100,000 - - - 100,000 - 100,000
Timothy Paul Bushell - - - - - - -
Michael James Buck - - - - - - -
Shinezaya Batbold** - - - - - - -
Total 250,000 - - - 250,000 - 250,000

*Oyungerel Janchiv retired from the Board of Petro Matad Limited on 20 September 2018 and all of her remain-

ing Options lapsed 6 months after her retirement from the Board per the Rules of the Group's Plan.

**Shinezaya Batbold was appointed to the Board of Petro Matad Limited on 20 September 2018.
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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** - - - - - - -
Total 725,000 2,577,284 (2,577,284) - 725,000 725,000 -
For the year ended Balance Granted Awards Awards Balance Not Vested Vested
31 December 2019 as at as Exercised  Lapsed as at & &
01-Jan-19 Remu- 31-Dec-19 Not Exercisable
neration Exercisable
Directors
Enkhmaa Davaanyam 150,000 251,000 - - 401,000 150,000 251,000
John Rene Henriksen 100,000 1,737,000 - - 1,837,000 100,000 1,737,000
Timothy Paul Bushell - 415,000 - - 415,000 - 415,000
Michael James Buck - 4,455,000 - - 4,455,000 - 4,455,000
Shinezaya Batbold** - 151,000 - - 151,000 - 151,000
Total 250,000 7,009,000 - - 7,259,000 250,000 7,009,000

*Oyungerel Janchiv retired from the Board of Petro Matad Limited on 20 September 2018 and all of her remain-
ing Conditional Share Awards will remain valid and to lapse 3 years from the retirement date as per the Rules

of the Group’s Plan unless any of the conditions of the Awards are fulfilled.
** Shinezaya Batbold was appointed to the Board of Petro Matad Limited on 20 September 2018.
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Consolidated Statement

of Profit or Loss and Other Comprehensive Income

Consolidated Statement

of Financial Position

For the year ended 31 December 2019

CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2019

Consolidated

Consolidated

31Dec2019 31 Dec 2018 31 Dec 2019 31 Dec 2018
Note $'000 $'000 Note $'000 $'000
Continuing operations ASSETS
Revenue Current Assets
Interest income 4(a) 765 583 Cash and cash equivalents 7 2,815 2,111
Other income 4(a) 4 8 Trade and other receivables 8 23 9
769 591 Prepayments 9 155 202
Expenditure Financial assets 10 1,510 19,161
Consultancy fees (130) (97) Inventory " 226 213
Depreciation and amortisation (174) 277) Total Current Assets 4,729 21,696
Employee benefits expense 4(b) (4,092) (3,830)
Exploration and evaluation expenditure 4(c) (10,916) (11,466) Non-Current Assets
Other expenses 4(d) (2,291) (3:359) Exploration and evaluation assets 12 15,275 15,275
(Loss)/Profit from continuing operations before income tax (16,834) (18,438) Property, plant and equipment 13 260 340
Total Non-Current Assets 15,535 15,615
Income tax expense 5 - - TOTAL ASSETS 20,264 37,311
(Loss)/Profit from continuing operations after income tax (16,834) (18,438)
LIABILITIES
Net (loss)/profit for the year (16,834) (18,438) Current Liabilities
Trade and other payables 14 502 1,286
Other comprehensive income Total Current Liabilities 502 1,286
Items that may be reclassified subsequently to profit or loss:
Exchange differences on translating foreign operations, net of income tax of TOTAL LIABILITIES 502 1,286
$Nil (2018: $Nil) (62)
Other comprehensive (loss)/income for the year, net of income tax (14) (62) NET ASSETS 19,762 36,025
Total comprehensive (loss)/income for the year (16,848) (18,500)
EQUITY
. . Equity attributable to owners of the parent
(Loss)/Profit attributable to owners of the parent (16,834) (18,438) .
Issued capital 15 143,174 143,174
Reserves 16 3,062 2,660
Total comprehensive (loss)/income attributable to owners of the parent (16,848) (18,500) Accumulated losses (126,474) (109,809)
TOTAL EQUITY 19,762 36,025
(Loss)/Earnings per share (cents per share)
Basic (loss)/earnings per share 6 (2.5) (3.2)
Diluted (loss)/earnings per share 6 (2.5) (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

Consolidated Statement
of Changes in Equity

For the year ended 31 December 2019

CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019

Consolidated

Consolidated

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

Net cash flows (used in)/provided by operating activities

Cash flows from investing activities

Purchase of property, plant and equipment

Proceeds from the sale of financial assets

Proceeds from the sale of property, plant and equipment

Net cash flows used in investing activities

Cash flows from financing activities
Proceeds from issue of shares
Capital raising cost

Net cash flows from financing activities

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at beginning of the year
Net foreign exchange differences

Cash and cash equivalents at the end of the year

The above Consolidated Statement of Cash Flows should be read in conjunction with the accompanying notes.
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31 Dec 2019 31 Dec 2018 Attributable to equity holders of the parent
Note $'000 $'000 Other
Issued Accumulated Reserves
(17,598) (20,187) capital Losses Note 16 Total
765 583 Note $'000 $'000 $'000 $'000
7 (16,833) (19,604) As at 1 January 2018 109,769 (91,679) 2,980 21,070
Net loss for the year - (18,438) - (18,438)
(105) (65) Other comprehensive income - - (62) (62)
17,651 (16,151) Total comprehensive gain/(loss) for the year - (18,438) (62) (18,500)
5 17
(17.551) (16,199) 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
= 35,195 Exercise of Options/Awards 15,16 & 17 519 - (519) -
- (2,309) Expiry of Options 16 & 17 - 308 (308) -
- 32,886 As at 31 December 2018 143,174 (109,809) 2,660 36,025
718 2,917) Net loss for the year - (16,834) - (16,834)
Other comprehensive income - - (14) (14)
2,111 5,090 Total comprehensive gain/(loss) for the year - (16,834) (14) (16,848)
(14) (62)
7 2,815 211 Issue of share capital 15 - - - -
Cost of capital raising 15 - - - -
Share-based payments 158& 16 - - 585 585
Exercise of Options/Awards 15,16 & 17 - - - -
Expiry of Options 16 & 17 - 169 (169) -
As at 31 December 2019 143,174 (126,474) 3,062 19,762

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 2019 was authorised
for issue in accordance with a resolution of the Directors dated 11 June 2020, which was approved 15 June 2020.

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

Petro Matad Limited (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 incorporated in
the Cayman Islands). The Company and its subsidiaries are collectively referred to as the “Group”. The Group's
principal activity in the course of the financial year consisted of oil exploration in Mongolia.

Petrovis Matad Inc. is a major shareholder of the Company, holding approximately 22.06% of the shareholding
at the year end of 2019.

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 $16.83 million (2018: $18.44 million loss) and experienced net cash outflows from
operating activities of $16.83 million (2018: $19.60 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 $7.43 million with no commitments thereafter. However, by virtue of a moratorium approve by MRPAM,
details of which are being finalized, this commitment will not be required to be spent until 2021.

These conditions indicate a material uncertainty that may cast significant doubt over the Group's ability to con-
tinue as going concerns.

Although the Company is fully funded for its planned activities in 2020, the ability of the Group to continue as a

going concern beyond 2020 is principally dependent upon one or more of the following:

*  Obtaining agreement from MRPAM that the remaining Block XX financial commitment will be applied to
appraisal and development activities planned to be undertaken in the exploitation period;

*  Raising additional equity;

*  Securing farm-out agreements to fund operations beyond 2020.

Cumulative expenditures to end 2019 in Block IV exceed financial commitments by $4.40 million to the end of
the PSC term (July 2021). In late 2019, the Company requested to relinquish the block in its entirety with no
financial commitment remaining. MRPAM has tentatively agreed to the relinquishment which is currently being
formalized.

Cumulative expenditures to end 2019 in Block V exceed financial commitments by $4.14 million to the end of the
PSC term (July 2021). In late 2019, the Company requested to relinquish 13,206.41 sq kms of the block (retain-
ing 7,936.95 sq kms). MRPAM has tentatively agreed to the relinquishment which is currently being formalized

Expenditures in Block XX were $7.43 million below cumulative expenditure requirements at the end of 2019. Sub-
ject to funding, the Company plans to spend this shortfall on appraisal work programme activities in the Heron
development area in the northern part of the block.

The Directors have prepared a cash flow forecast which indicates that the Group will have sufficient 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 Group be unable to achieve the matters referred to above, there is a material uncertainty whether
the Group will be able to continue as going concerns beyond 2020 and, therefore, whether it will realise its as-

sets 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
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asset amounts nor to the amounts and classification of liabilities that might be necessary should the Group 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 2019.

New and revised Standards and amendments thereof and Interpretations effective for the current year that are
relevant to the Group include:
e IFRS 16 Leases

/FRS 76 Leases

The Group has adopted IFRS 16: Leases retrospectively with the cumulative effect of initially applying IFRS 16
recognised at 1 January 2019. In accordance with IFRS 16 the comparatives for the 2019 reporting period have
not been restated.

Based on the assessment by the Group, it was determined that there was no impact on the Group because the
Group's leases are short term and as such meet the exception under IFRS 16.

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

(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
changes to one or more of the three elements of control listed above.

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

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

that may exist.

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

All intercompany balances and transactions, including unrealised profits arising from intra-group transactions,
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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

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

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

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

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

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

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

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

For the purposes of the statement of cash flows, cash and cash equivalents consist of cash and cash equivalents
as defined above, net of outstanding bank overdrafts.
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(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
estimated 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 measured 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
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 measured at
initial 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.
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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’.

(ii)  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 extin-
guished 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.

(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.
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(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 ex-
ploration 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,
where each project representing a single cash generating unit. An impairment review is undertaken when indi-
cators of impairment arise, typically when one of the following circumstances apply:

e 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.

(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.

68

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

(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
The Group as lessee

At inception of a contract, the Group assesses if the contract contains or is a lease. If there is a lease present, a
right-of-use asset and a corresponding lease liability are recognised by the Group where the Group is a lessee.
However, all contracts that are classified as short-term leases (ie a lease with a remaining lease term of 12 months
or less) and leases of low-value assets are recognised as an operating expense on a straight-line basis over the
term of the lease.

Initially the lease liability is measured at the present value of the lease payments still to be paid at the com-
mencement date. The lease payments are discounted at the interest rate implicit in the lease. If this rate cannot
be readily determined, the Group uses the incremental borrowing rate.

Lease payments included in the measurement of the lease liability are as follows:

+ fixed lease payments less any lease incentives;

* variable lease payments that depend on an index or rate, initially measured using the index or rate at the
commencement date;

* the amount expected to be payable by the lessee under residual value guarantees;

* the exercise price of purchase options, if the lessee is reasonably certain to exercise the options;

e lease payments under extension options, if the lessee is reasonably certain to exercise the options; and

*  payments of penalties for terminating the lease, if the lease term reflects the exercise of an option to ter-
minate the lease.

The right-of-use assets comprise the initial measurement of the corresponding lease liability, any lease payments
made at or before the commencement date and any initial direct costs. The subsequent measurement of the
right-of-use assets is at cost less accumulated depreciation and impairment losses.

Right-of-use assets are depreciated over the lease term or useful life of the underlying asset, whichever is the
shortest.

Where a lease transfers ownership of the underlying asset or the cost of the right-of-use asset reflects that the
Group anticipates to exercise a purchase option, the specific asset is depreciated over the useful life of the un-
derlying asset.
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The Group as lessor
Upon entering into each contract as a lessor, the Group assesses if the lease is a finance or operating lease.

A contract is classified as a finance lease when the terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases not within this definition are classified as operating leases.

Rental income received from operating leases is recognised on a straight-line basis over the term of the specific
lease.

Initial direct costs incurred in entering into an operating lease (for example, legal cost, costs to set up equip-
ment) are included in the carrying amount of the leased asset and recognised as an expense on a straight-line
basis over the lease term.

Rental income due under finance leases are recognised as receivables at the amount of the Group’s net invest-
ment in the leases. When a contract is determined to include lease and non-lease components, the Group ap-
plies IFRS 15 to allocate the consideration under the contract to each component.

(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.

(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 condi-
tions 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:
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* 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).

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 recognition
of assets and liabilities (other than as a result of a business combination) that affects neither taxable income nor
accounting profit. Furthermore, a deferred tax liability is not recognised in relation to taxable temporary differ-
ences 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.
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Current and deferred tax for the year

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

(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:

*  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
the most current set of circumstances available to management. Actual results may differ from the judgments,
estimates and assumptions.

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

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

Share-based payments

The Group measures the cost of equity-settled transactions with Directors and employees at the fair value of
the equity instruments at the date at which they are granted. The fair value is determined using a Black Scholes
model. One of the inputs into the valuation model is volatility of the underlying share price which is estimated
on the 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.
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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.

4 REVENUES AND EXPENSES

Consolidated
31 Dec 2019 31 Dec 2018

$'000 $'000
(a) Revenue
Interest Income 765 583
Other income:
Other income 4 8
769 591
(b) Employee benefits expense
Included in employee benefits expense are the following:
Wages and salaries 2,708 2,735
Bonuses 269 -
Non-Executive Directors’ fees (including Directors of affiliates) 166 174
Consultancy fees 364 352
Share-based payments 585 569
4,092 3,830
(c) Exploration and evaluation expenditure
Exploration and evaluation expenditure relates to the following PSCs:
Block XX 10,726 121
Blocks IV and V 190 11,345
10,916 11,466

PETRO MATAD LIMITED
ANNUAL REPORT 2019

73



(=1

PETROMATAD

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

Administration costs 1,161 2,217
PSC administration costs 745 758
Audit fees 85
Travel expenses 302 299
2,291 3,359
5 INCOME TAX
Consolidated
31 Dec 2019 31 Dec 2018
$'000 $'000

Income tax recognised in the statement of profit or loss:

Tax expense/(benefit) comprises:

Current tax expense/(benefit)

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

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

The prima facie income tax benefit on pre-tax accounting loss from continuing operations reconciles to the

income tax expense/(benefit) in the financial statements as follows:

Consolidated

31 Dec 2019 31 Dec 2018
Note $'000 $'000
Net (loss)/profit for the year (16,834) (18,438)
Income tax benefit calculated at 10% (i) 1,683 1,844
Effect of different tax rates on entities in different jurisdictions (i) (245) (425)
Change in unrecognised deferred tax assets (1,438) (1,419)

(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.

7%

6 (LOSS)/EARNINGS PER SHARE
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The following reflects the loss and share data used in the total operations basic and diluted (loss)/earnings per

share computations:

Consolidated

31 Dec 2019 31 Dec 2018
cents per share cents per share

Basic (loss)/earnings per share (2.5) (3.2)
Diluted (loss)/earnings per share (2.5) (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 (16,834) (18,438)
Weighted average number of ordinary shares for the purposes of diluted (loss)/
earnings per share (in thousands) 662,196 571,762
Weighted average number of ordinary shares for the purposes of basic (loss)/
earnings per share (in thousands) 662,196 571,762

7 CASH AND CASH EQUIVALENTS

Consolidated

31 Dec 2019 31 Dec 2018
$'000 $'000
Cash at bank and in hand 2,815 2,111
2,815 2,111

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 $2,815,000 (2018: $2,111,000) due to the short-term nature of

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

Consolidated
31 Dec 2019 31 Dec 2018

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

9 PREPAYMENTS

$'000 $'000

Net (loss)/gain after tax (16,834) (18,438)
Adjustments for:

Depreciation and amortisation 174 277
Net (profit)/loss on disposal of property, plant and equipment = 16
Share based payments 585 569
Unrealised foreign exchange (gains)/ losses 6 19
Changes in assets and liabilities

Decrease/(increase) in trade and other receivables (14) (3)
Decrease/(increase) in prepayments 47 18
Decrease/(increase) in inventory (13) 41
Increase/(decrease) in trade and other payables (784) (2,103)
Net cash flows used in operating activities 16,833 19,604

Non-cash investing and financing activities

There were no non-cash investing or financing activities undertaken in the 2019 financial year (2018: $0.574
million).

8 TRADE AND OTHER RECEIVABLES

Consolidated

31 Dec 2019 31 Dec 2018
$000 $'000

Current
Other debtors 23 9

23 9

All amounts are recoverable and are not considered past due or impaired.
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Consolidated
31 Dec 2019 31 Dec 2018
$'000 $'000
Prepayments 155 202

155 202

10 FINANCIAL ASSETS

Consolidated
31 Dec 2019 31 Dec 2018

$'000 $'000
Long Term Deposits 1,510 19,161
1,510 19,161

The Group holds term deposits with an average weighted interest rate of 4.0%. 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 2019 31 Dec 2018
$'000 $'000
Raw materials 226 213
226 213

Inventory are mainly consumables, including casing, mud and drilling materials purchased for Block XX.

12 EXPLORATION AND EVALUATION ASSETS

Consolidated
31 Dec 2019 31 Dec 2018

$'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
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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.

The Company was focused on exploration drilling of three wells in Block XX in 2019. Petro Matad discovered
and flow tested oil to surface at the Heron-1 well at rates that the Company believes are potentially commercial.
An Exploitation Licence over circa 300 sq kms has been applied for through the Mongolian Regulator, which if
approved, will allow the Company to appraise, develop and produce oil from the area. An Exploitation Licence
has a 25-year term and is extendable by up to 10-years (two times 5-years)

13 PROPERTY, PLANT AND EQUIPMENT

Consolidated
31 Dec 2019 31 Dec 2018

$'000 $'000
Plant and equipment at cost 917 966
Accumulated depreciation and impairment (657) (626)
260 340

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

Plant and equipment
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14 TRADE AND OTHER PAYABLES (CURRENT)

Consolidated
31 Dec 2019 31 Dec 2018
$'000 $'000
Trade payables 502 1,286
502 1,286

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

15 ISSUED CAPITAL

Consolidated

31 Dec 2019 31 Dec 2018

Total

$'000
As at 1 January 2018 (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
Additions 105
Disposals (5)
Foreign exchange (6)
Depreciation charge for the year (174)
As at 31 December 2019 (net of accumulated depreciation) 260

The following useful lives are used in the calculation of depreciation:
Plant and equipment — 3 to 10 years
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$'000 $'000
Ordinary Shares
662,196,306 shares issued and fully paid
(2018: 662,196,306) 143,174 143,174
143,174 143,174
Movements in ordinary shares on issue:
Number of Issue $'000
Shares Price $
As at 31 January 2018 333,258,252 109,769
Direct subscription shares on 9 February 2018 (note (a)) 59,167,335 $0.090 5,340
Placement shares through Pareto on 9 February 2018 (note (b)) 19,708,520 $0.090 1,779
Placement shares through Stifel on 9 February 2018 (note (c)) 67,057,398 $0.090 6,052
Placement shares through Stockdale on 9 February 2018 (note (d)) 40,654,376 $0.090 3,669
Exercise of Conditional Share Awards on 3 April 2018 (note (e)) 2,598,911 $0.010 26
Exercise of Conditional Share Awards on 16 April 2018 (note (f)) 2,868,065 $0.010 29
Direct subscription shares on 4 July 2018 (note (g)) 1,846,439 $0.134 247
Placement shares through Pareto on 4 July 2018 (note (h)) 13,256,520 $0.134 1,773
Placement shares through Stifel on 4 July 2018 (note (i) 104,701,135 $0.134 14,002
Placement shares through Stockdale on 4 July 2018 (note (j)) 17,038,798 $0.134 2,278
Exercise of Conditional Share Awards on 1 November 2018 (note (k)) 40,557 $0.010 -
Capital raising cost (2,309)
Exercise of Awards 519
As at 31 December 2018 662,196,306 143,174
No transaction during 2019 -
As at 31 December 2019 662,196,306 143,174
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(@ On 9 February 2018, the Company issued 59,167,335 shares through direct subscriptions at a price of
GBPO0.065 per share.

(b) 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
GBPO0.065 per share arranged through its broker, Stifel.

(d) 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.

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

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

() On4lJuly 2018, the Company issued 1,846,439 shares through direct subscriptions at a price of GBP0.10 per
share.

(h) On4July 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.

(i) 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.

() On4lJuly 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.

(k) On 1 November 2018, 40,557 shares were awarded to an employee upon exercise of Conditional Share
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:

Equity Foreign
Merger ; Total
benefits currency
reserve reserve translation
$'000 $'000 $'000 $'000
As at 1 January 2018 831 3,276 (1,127) 2,980
Currency translation differences - - (62) (62)
Expiry of Options - (308) - (308)
Exercise of Options/Awards - (519) - (519)
Share based payments - 569 - 569
As at 31 December 2018 831 3,018 (1,189) 2,660
Currency translation differences - - (14) (14)
Expiry of Options - (169) - (169)
Exercise of Options/Awards - - - -
Share based payments - 585 - 585
As at 31 December 2019 831 3,434 (1,203) 3,062

Nature and purpose of reserves

Merger reserve

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

Equity benefits reserve

The equity benefits reserve is used to record the value of Options and Conditional Share Awards provided to
employees and Directors as part of their remuneration, pursuant to the Group’s Long-Term Equity Incentive Plan
(referred to as “Plan” or "Group's Plan”). Refer to Note 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 2020;

e 25% vest on the first production of oil on a commercial scale, estimated by management as being by 31
December 2022; and

*  50% vest on the Company achieving the sale of 1 million barrels of oil, estimated by management as being
by 31 December 2023.

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 2018 and 2019.
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(c) Movement in Share Options

The weighted average fair value for all Options in existence as at 31 December 2019 is 0.85 (2018: 0.82).

Opening Granted Forfeited  Exercised Closing Exercisable

balance at  during the  during the during  balance as at as at
Consolidated 1Jan 2018 year year theyear 31 Dec2018 31 Dec 2019
Grant of Options on 3 June 2008 380,000 - (380,000) - - -
Grant of Options on 8 April 2009 18,750 - - - 18,750 18,750
Grant of Options on 9 July 2010 620,400 - (144,000) - 476,400 476,400
Grant of Options on 6 April 2011 75,000 - - - 75,000 75,000
Grant of Options on 5 July 2011 150,000 - - - 150,000 150,000
Grant of Options on 22 Nov 2011 120,000 - - - 120,000 120,000
Grant of Options on 5 Dec 2011 23,600 - - - 23,600 23,600
Grant of Options on 25 Apr 2012 400,000 - (300,000) - 100,000 100,000
Grant of Options on 16 Jul 2012 24,000 - - - 24,000 24,000
Grant of Options on 4 Dec 2012 6,000 - - - 6,000 6,000
Grant of options on 9 July 2013 50,000 - - - 50,000 50,000

1,867,750 - (824,000) - 1,043,750 1,043,750
Weighted Average Exercise Price
(cents per option) 76.42 - 60.04 - 89.36 89.36

Opening Granted Forfeited  Exercised Closing Exercisable

balance at  during the  during the during  balance as at as at
Consolidated 1Jan 2019 year year theyear 31 Dec2019 31 Dec 2019
Grant of Options on 8 April 2009 18,750 - (18,750) - - -
Grant of Options on 9 July 2010 476,400 - (225,000) - 251,400 251,400
Grant of Options on 6 April 2011 75,000 - - - 75,000 75,000
Grant of Options on 5 July 2011 150,000 - - - 150,000 150,000
Grant of Options on 22 Nov 2011 120,000 - - - 120,000 120,000
Grant of Options on 5 Dec 2011 23,600 - - - 23,600 23,600
Grant of Options on 25 Apr 2012 100,000 - - - 100,000 100,000
Grant of Options on 16 Jul 2012 24,000 - - - 24,000 24,000
Grant of Options on 4 Dec 2012 6,000 - - - 6,000 6,000
Grant of options on 9 July 2013 50,000 - - - 50,000 50,000

1,043,750 - (243,750) - 800,000 800,000
Weighted Average Exercise Price
(cents per option) 89.36 - 65.86 - 96.52 96.52

(d) Share Options contractual life

The weighted average remaining contractual life of outstanding share Options is 1.5 years (2018: 2.3 years).

(e) Conditional Share Awards pricing model

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

The following Table summarizes Conditional Share Awards granted during 2018 and 2019, along with relevant
details in relation to the grant.
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(1

Q)

13 Feb 18 18 Dec 19
Conditional Share Awards granted 5,507,533 14,926,000
Share price at grant date $0.1006 $0.0425
Expected Volatility (%) 68 57
Risk-free interest rates (%) 0.50 0.75
Expected life (years) 10 10
Exercise Price $0.01 $0.01
Estimated fair value of each Conditional Share Award at the grant date $0.0942 $0.0364

Items (1) and (2): Conditional Share Awards vested immediately.

(f) Movement in Conditional Share Awards

The weighted average fair value for all Awards in existence as at 31 December 2019 is 0.15 (2018: 0.81)

Opening Granted Exercised  Forfeited Closing el
. ; ; able as at
balance at  during during the during  balance as at 31 Dec
Consolidated 1Jan 2018  the year year the year 31 Dec 2018 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 -
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 -
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 -
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 -
Grant of Conditional Share Awards on 4 Dec 2012 3,000 - - - 3,000 -
Grant of Conditional Share Awards on 9 Jul 2013 120,000 - - - 120,000 -
Grant of Conditional Share Awards on 13 Feb 2018 - 5507,533 (5507,533) - -
2,478,600 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 -
Opening Granted Exercised  Forfeited Closing Exercisable
balance at  during the  during the during  balance as at qslft
1Jan2019  year year theyear 31Dec2019 . DeC
Consolidated 2019
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 -
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 -
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 -
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 -
Grant of Conditional Share Awards on 4 Dec 2012 3,000 - - - 3,000 -
Grant of Conditional Share Awards on 9 Jul 2013 120,000 - - - 120,000 -
Grant of Conditional Share Awards on 13 Feb 2018 - - - - - -
Grant of Conditional Share Awards on 18 Dec 2019 - 14,926,000 - - 14,926,000 14,926,000
2,478,600 14,926,000 - - 17,404,600 14,926,000
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 9.8 years (2018: 9.5
years).

(h) Summary of Share Based Payments

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

Consolidated

31 Dec 2019 31 Dec 2018
Note $'000 $'000
Vesting of Awards and Options 17 585 569
585 569

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 and warehouse leases in Mongolia as at
31 December 2019.

Consolidated

31 Dec 2019 31 Dec 2018
$'000 $'000

Operating Leases:

Within one year = 7
After one year but not more than five years = _
Greater than five years - 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.
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The amounts set out below do not include general and administrative expenses.

Consolidated
31 Dec 2019 31 Dec 2018

$'000 $'000
Production Sharing Contract Fees:
Within one year 273 485
After one year but not more than five years 112 75
Greater than five years - -
385 560
Minimum Exploration Work Obligations:
Within one year 7,427 8,997
Greater than one year but no more than five years - 11,600
Greater than five years - -
7427 20,597

(c) Contingencies

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

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

2019 2018
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

Central Asian Petroleum Corporation Limited was acquired on 12 November 2007. Petro Matad Limited holds
43,340,000 ordinary shares of $0.01 each.
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Capcorp Mongolia LLC is 100% owned by Capcorp. Capcorp holds 1,000,000 ordinary shares of MNT150 each.
Petromatad Invest Limited was acquired on 12 November 2007. 25,000 shares of $1 each held by Capcorp was
transferred to Petro Matad Limited on 25 November 2019 resulting in Petro Matad Limited holding 50,000 shares
of $1 each.

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

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 2019.

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 2018 and 2019, are as below:

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

John Rene Henriksen Chief Financial Officer

Timothy Paul Bushell Non-Executive Director

Michael James Buck Chief Executive Officer

Shinezaya Batbold Non-Executive Director (Appointed 20 September 2018)

(b) Compensation of Directors

Consolidated
31 Dec 2019 31 Dec 2018

$'000 $'000
Short-term employee benefits 1,257 1,075
Post-employment benefits - -
Share based payment expense 102 205
1,359 1,280

(c) Other key management personnel transactions

There were no other key management personnel transactions during the year (2018: Nil).

PETRO MATAD LIMITED 87
ANNUAL REPORT 2019



(=1

PETROMATAD

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.

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 2019 31 Dec 2018
Average Int. rate $'000 $'000
Financial Assets
Cash and cash equivalents 0.18% 2,815 2,111
*QOther financial assets 4.05% 1,510 19,161
4,325 21,272
Trade and other receivables 0% 23 9
4,348 21,281
Financial Liabilities
Trade and other payables 0% 502 1,286
502 1,286
Net exposure 3,846 19,995

*Other financial assets are comprised of cash deposits placed in the banks for terms exceeding 90 days.
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Sensitivity Analysis

If the interest rate on cash balances at 31 December 2018 and 2019 weakened/strengthened by 1%, there would
be no material impact on profit or loss. There would be no effect on the equity reserves other than those directly
related to other comprehensive income movements.

Foreign currency risk

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

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

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

The following significant exchange rates applied during the year:

Spot rate at the

Average rate balance date
usb 2019 2018 2019 2018
Mongolian Tugrug (MNT) 1 2,663.31 247217 2,733.52 2,642.92
Australian Dollar (AUD) 1 1.438632 1.341186 1.425832 1.417654
Great British Pound (GBP) 1 0.783349 0.749780 0.758392 0.785200

Sensitivity Analysis
A 5% strengthening/weakening of the MNT against USD at 31 December 2018 and 2019 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.
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Maximum exposure to credit risk at reporting date:

Consolidated
31 Dec 2019 31 Dec 2018

Note $'000 $'000
Financial Assets
Trade and other receivables 8 23
Net exposure 23

Impairment Losses
None of the Group's receivables are past due at 31 December 2019 (2018: Nil)

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

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

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 0.18% 2,815 - - - 2,815
Trade and Other Receivables - 23 - - - 23
Financial Assets 4.05% 1,510 - - - 1,510
As at 31 December 2019 4,348 - - - 4,348
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
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The remaining contractual maturities of the Group’s and parent entity’s financial liabilities are:

Consolidated

31 Dec 2019 31 Dec 2018

Note $'000 $'000
6 months or less 502 1,286
6-12 months - -
1-5 years = -
over 5 years = -
502 1,286

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).

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 2019

Level 1 Level 2 Level 3 Total
Financial Assets
Trade and other receivables - 23 - 23
Total - 23 - 23
Financial Liabilities
Trade and other payables - 502 - 502
Total - 502 - 502

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 - 1,268
Total = 1,286 = 1,286

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

The Group's objectives when managing capital are to safeguard the Group’s ability to continue as a going
concern in order to provide returns for shareholders and benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost of capital. The management of the Group and the Group's capital is
regularly reviewed by the Board. The capital structure of the Group 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 Board 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.

23 EVENTS AFTER THE REPORTING DATE

On 3 January 2020, 7,954,000 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 12 February 2020, 3,039,000 shares were awarded to employees upon exercise of Awards under the Group's
Plan, with an exercise price per share of $0.01.

On 8 April 2020, the Company applied for a one-year moratorium on Block XX while the processes for obtaining
an Exploitation Licence continue. MRPAM has approved the moratorium which is currently being formalized.

On 16 April 2020, the Company applied for a one-year moratorium on Block V. MRPAM has approved the mora-
torium which is currently being formalized.

On 4 May 2020, the Board approved grant of 3.3 million Awards to departing employees as part of severance
payment.

The Mongolian Government has taken a very proactive approach from the start of the coronavirus outbreak
and was as a result was able to prevent community spread. All cases of Covid-19 in the country have been
directly tied to returning Mongolian citizens and a few returning foreign nationals resident in Mongolia, all of
whom were quarantined or hospitalised. There has been no significant impact on Petro Matad's operations and
the Company'’s office has remained open throughout. The Government ministries are open and functioning as
normal. Petro Matad's senior Mongolian managers are in country and working normally. Some international
members of the team are working from their home locations. The Company is liaising with the authorities and
taking all precautions to ensure the safety of its staff and contractors.

24 AUDITORS’ REMUNERATION

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

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

Consolidated

31 Dec 2019 31 Dec 2018
$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 43 45
- other services in relation to the entity and any other entity in the Group - -
43 45
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
83 85

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 2019 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

;24/

John R Henriksen
Director
15 June 2020
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Independent Auditor's Report

To the Members of Petro Matad Limited

Report on the Audit of the Financial Report
Opinion

We have audited the financial report of Petro Matad Limited (“the Company”) and its
subsidiaries (“the Consolidated Entity "), which comprises the consolidated statement of
financial position as at 31 December 2019, 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 2019 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 $16.83 million during the year ended 31 December 2019. 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.

Alinial

GLOBAL.

Bentleys

THINKING AHEAD

Bentleys Audit & Corporate
(WA) Pty Ltd

London House
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Independent Auditor’s Report ) Bgntleys

To the Members of Petro Matad Limited Continuedy

Basis far Opinion

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

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

Key Audit Matters

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

Key audit matter How our audit addressed the key audit matter

Exploration and evaluation $15.28 million

(Refer to Note 12 Exploration and evaluation assets)

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

Entity’s rights to tenure by corroborating to

We focused on this area due to the size of the exploration and government registries.

evaluation balance ($15.28 million as at 31 December 2019) Reviewed budgeted exploration expenditure on
and to determine whether there are any indicators that the Block XX to ensure it will satisfy the capital
asset is impaired and therefore not recoverable under IFRS 6 commitment required under the Production Sharing
“Exploration for and Evaluation of Mineral Resources”. Agreement;

We assessed Block XX for one or more of the

following circumstances that may indicate

impairment of the capitalised expenditure and

concluded no issues:

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

> substantive ~ expenditure  for  further
exploration in the specific area is neither

budgeted or planned’
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To the Members of Petro Matad Limited Continued)

» Bentleys

Key audit matter How our audit addressed the key audit matter

Share based payments $0.59 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: $0.39 million
Minimum Exploration Work Obligations: $7.43 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.

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

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

development or sale.

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

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

Key audit matter How our audit addressed the key audit matter

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.

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 2019, 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 /AS 1 Presentation of Financial Statements, that the financial report complies with International
Financial Reporting Standards.
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To the Members of Petro Matad Limited (Continued)

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

Auditor's Responsibilities for the Audit of the Financial Report

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

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

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

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Consolidated Entity’s internal control.

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

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

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

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

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

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

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

bentiy (o flin

BENTLEY! CHRIS NICOLOFF ca
Chartered Accountants Director

Dated at Perth this 15t day of June 2020
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Isle of Man: Hong Kong: Mongolia:

Victory House 3905 Two Exchange Square Blue Sky Tower, Suite 508
Prospect Hill, Douglas Suite 7703, 8 Connaught Place Peace Avenue 17

Isle of Man IMT1EQ Central Ulaanbaatar 14240

Tel: +44 (0)1624 627099 Tel: +852 3189 2564 Tel: +976 7014 1099
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