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Enkhmaa Davaanyam

Chairperson

Ms. Enkhmaa is the CEO of Petrovis Group, Mongolia’s largest fuel
supplier. Ms. Enkhmaa has over 23 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.

BOARD OF DIRECTORS

Michael Buck

Chief Executive Officer (CEO)

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 Chairperson of
the Board of Petrovis and UNIGAS LLC, a gas distribution company
in Ulaanbaatar. She is a graduate of Northeastern University, Boston,
MA.

BOARD OF DIRECTORS

Timothy Bushell

Non-Executive Director

Mr. Bushell is a qualified geologist with more than 37 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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Your Directors submit their report for the year ended
31 December 2020.

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 (Retired 31 December
2020)

* 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 2020 was $3.25 million
(31 December 2019: Loss $16.83 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 V and XX in
Mongolia.

Changes in State of Affairs

On 3 January 2020, 7,954,000 shares were allotted to
Directors and employee upon exercise of Conditional
Share Awards under the Group's Long Term Equity
Incentive Plan (Plan), with an exercise price per share
of $0.01.

On 12 February 2020, 3,039,000 shares were allotted
to employees upon exercise of Conditional Share
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, the documentation
for which has been formalized.

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

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

On 17 June 2020, 1,100,000 shares were allotted to
an employee upon exercise of Conditional Share
Awards under the Group's Plan, with an exercise
price per share of $0.01.

On 2 July 2020, 3,200,000 shares were allotted to
an employee upon exercise of Conditional Share
Awards under the Group's Plan, with an exercise
price per share of $0.01.

On 24 August 2020, 616,000 shares were allotted
to an employee upon exercise of Conditional Share
Awards under the Group's Plan, with an exercise
price per share of $0.01.

On 24 December 2020, 3,317,000 shares were
allotted to Directors and an employee upon exercise
of Conditional Share Awards under the Group's Plan,
with an exercise price per share of $0.01.

The proactive approach taken by the Mongolian
government commencing in early 2020 was highly
effective in preventing community spread in the
country until November 2020 when the first cases
in community were reported. A substantial effort
to contain the outbreak, including full lockdowns
and partial lockdowns has been implemented,
however the number of cases in Mongolia has
continued to grow and the government is now
focused on balancing business needs with virus
mitigation until such time that the majority of the
population is vaccinated. Large scale vaccination
operations commenced in March 2021 and the
effort continues with the goal of completing the
vaccination of all citizens aged 18 and above (which
compromises 60% of the population) by 1 July 2021.
The Company’s Directors and staff have been able
to function effectively through a combination of
working from home and in the office, with the safety
of all employees being the priority at all times.

Significant Events after Reporting Date

The Company'’s largest and founding shareholder,
Petrovis Matad Inc. (Petrovis) has agreed to make
available to the Company a loan facility of up to $1.5
million, against which the Company can draw funds
as required.

On 16 March 2021, MRPAM's Technical Committee
approved an Exploitation Area of 2182 km? in
Block XX. This area will be enshrined within the
formal Exploitation Licence when awarded by the
Mongolian Government.

On 17 June 2021, Petro Matad Singapore Pte. Ltd
a wholly owned subsidiary of the Company was
incorporated in Singapore.

Dividends

No dividends have been paid or are proposed in
respect of the year 2020 (2019: 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

DIRECTORS’' REPORT

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
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.

Mike Buck
Director
22 June 2020
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SUMMARY

Throughout 2020 the Company focused its attention
on completing documentation and engaging with
the various agencies in the Mongolian government
to advance the approval processes to obtain
the Exploitation Licence for the appraisal and
development of its Heron oil discovery in northern
Block XX in eastern Mongolia.

Covid-19 protocols introduced and enforced by the
Mongolian government at the start of the pandemic
along with mid-year Parliamentary elections and
October local elections contributed to delays in the
Exploitation Licence approvals process. However, 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 a new domestic
oil refinery. While approval processes have moved
slowly, the Company is grateful for the support of
the government at all levels during its engagement
with various administrative bodies and looks forward
to constructive engagement moving forward

The Company has now completed all the stages of
the government’s Exploitation Licence application
process and has lodged the formal application for
the granting of the licence.

COVID-19

The proactive approach taken by the Mongolian
government commencing in early 2020 was highly
effective in preventing community spread in the
country until November 2020 when the first cases
in community were reported. A substantial effort to
contain the outbreak, including full lockdowns and
partial lockdowns has been implemented, however
the number of cases in Mongolia has continued
to grow and the government is now focused on
balancing business needs with virus mitigation
until such time that the majority of the population
is vaccinated. Large scale vaccination operations
commenced in March 2021 and the effort continues
with the goal of completing the vaccination of all
citizens aged 18 and above (which compromises
60% of the population) by 1 July 2021.

Petro Matad's staff have been able to function
effectively through a combination of working from
home and in the office. Throughout, the Company
has been liaising with the authorities and is taking
all precautions to ensure the safety of its staff and
contractors. Field activities of companies operating
in Mongolia through 2020 were impacted by the
restrictions in place but in Q2 2021 restrictions were
eased and operability appears to be improving. This
is encouraging in light of Petro Matad's plans for
appraisal and development activity on the Heron
oilfield once the Exploitation Licence is in hand.

2020 REVIEW
HSSE

As part of the Board's ongoing process of As part
of the Company’s ongoing process of continual
improvement, the Company's Health, Safety, Security
and Environmental Management System (HSSE MS)
which is fully structured to follow International
Association of Oil and Gas Producers (IOGP)
guidelines has been adapted to accommodate best
practice in mitigating the impacts of the Covid-19
pandemic. The Company’s efforts have been very
successful in this regard. Meanwhile, as per standard
practice, all reported HSSE incidents continue to be
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
Mongolian national standards in all aspects of the
2020 operations and there were no environmental
incidents, lost time incidents or recordable incidents
during 2020.

The Company has had its Detailed Environmental
ImpactAssessment(DEIA)forthe Heron Development
approved by the Ministry of Environment. This is a
major milestone as the field work, documentation
and local community engagement requirements
in the preparation of the DEIA are significant and

time consuming. An approved DEIA is one of the
documents required to get the final ministerial sign
off on the Exploitation Licence. Securing the DEIA
approval while countrywide Covid-19 restrictions
remained in force was achieved with the cooperation
of central and local government bodies and with the
hard work of the Company’s HSSE and Community
Relations departments.

Operations

Throughout 2020 the Company was primarily
focused on securing the Exploitation Licence on Block
XX. In addition to progressing the approval process,
major milestones achieved were the preparation of
a Competent Persons’ Report which provided the
first independent review of the Company’s reserves
and resources in Block XX, and the preparation of
a detailed Reserves Report which was presented
to the government and was approved. An assay of
the Heron 1 well crude oil was also prepared and
it confirmed that the oil is a sweet, light, waxy, high
quality crude and, as expected, is very similar to the
oils produced in neighbouring Block XIX.

Based on the government’s approval of the Reserves
Report, Petro Matad formally declared its intention
to develop the Heron discovery. Subsequently an
Exploitation Area was agreed between the Company
and the industry regulator, the Mineral Resources
and Petroleum Authority of Mongolia (MRPAM) and
has been confirmed in a protocol signed by both
parties. The area contains the entire Heron structure,
the nearby Gazelle discovery and the surrounding
prospectivity identified within the proven and
prolific oil producing Toson-Uul sub-basin.

As required under the government's Exploitation
Licence application process, a Plan of Development
(PoD) has to be prepared by the Company and
approved by the Mineral Resources Professional
Council (MRPC). The approval of the PoD is the final
step in the Exploitation Licence application process
and after clarifications were provided, MRPC
members have signed off on the outstanding items
and the Council is now finalising its conclusion. The
formal application for the Block XX Exploitation
Licence has now been submitted to the Ministry of
Mining and Heavy Industry requesting the Minister
to award the Licence.

DIRECTORS' STATEMENT

As part of the PoD preparations Petro Matad and
Petro China, operator of neighbouring Block XIX,
discussed the technical and commercial aspects of
the potential unitisation of the Heron oilfield which
straddles the boundary of Block XIX and Block XX.
The companies agreed that unitisation and joint
development are not merited due to the nature of the
deposit and its relatively small extension into Block
XIX. This conclusion, covered in a Memorandum
of Understanding (MoU) between the companies,
has the advantage that it saves considerable time
and effort in preparing a joint development plan.
The conclusion was incorporated into the Block XX
PoD. The MoU also includes the agreement that
Petro Matad and Petro China will discuss, agree and
formalise how Petro Matad will access Petro China’s
Block XIX infrastructure to exploit economies of
scale and operating efficiencies.

Production Sharing Contracts (PSCs)

Block XX: A moratorium was secured for calendar
year 2020 whilst the process of applying for the
Exploitation Licence was progressed. With the
Exploitation Area now approved and Petro Matad's
declaration of intent to develop on file, the PSC
remains valid for the Exploitation Area and the
remainder of Block XX will be returned to the
government as per the Petroleum Law and the PSC
upon the expiry of the exploration period in July
2021.

Block V: The Company has identified significant
exploration potential in the Taats and Tugrug
basins within the area of the Block V PSC. In order
to preserve the potential for further exploration
whilst the Covid-19 pandemic was impacting
operability in Mongolia, the Company applied for
moratoria on Block V covering 2020 and 2021. These
applications were approved by MRPAM and extend
the exploration phase on Block V until 29 July 2023.

Block IV: Following post well studies on the Wild
Horse 1 well drilled in 2018 and recognising the
short time that then remained on the Block IV PSC
without any clearly defined, high-graded drillable
targets, the Company proposed to the government
to relinquish the block with a view to potential
partnering and re-licencing of its more prospective
areas in the future. The relinquishment process has
now been completed.

PETRO MATAD LIMITED 17
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New Areas: The Company has identified a number of
technically attractive areas in Mongolia with a view
to submitting requests to the government to review
data on areas that are not currently licenced. The
Company wants to exploit its pre-eminent position
in Mongolia as a technically and operationally
competent upstream operator and a prospective
partner of choice. Pursuing new areas with a view to
potentially signing new PSCs will allow the Company
to re-load the portfolio and can provide Petro
Matad with a balance of production, development,
appraisal, near field and high impact exploration.

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 ensures that it 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 to
ensure all parties are listened to. 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 engagement
with local communities as key to conducting safe
and successful operations that will in turn benefit
the local area.

Due to the Covid-19 pandemic and lack of field
operations in 2020, the Company did not undertake
any substantial community projects during the
year. The Company will carefully review options for
targeted community assistance programmes once
operations in the field recommence. Meetings with
local communities will be arranged well in advance
of future field operations.

SHORT-TERM FUNDING
CONSIDERATIONS

As the Company reported in 2020, cash conservation
initiatives were implemented to extend the life of the
Company'’s existing cash resources through to mid-
2021, a period deemed long enough at that time to
secure the Exploitation Licence and seek the funding
necessary for the next phase of the Company's
development. In light of the slow progress on the
licence application, the Board took steps to secure
the financial standing of the Company beyond mid-
2021 and has procured an unsecured loan facility
from its major and founding shareholder, Petrovis.

Petrovis agreed to make available to Petro Matad
a line of credit of up to US$1.5 million, to be
drawn when needed to maintain the Company’s
operating capability, to see it through to the award
of the Exploitation Licence and preparations for
subsequent development operations. Interest on
the loan will be paid at effectively the same rate that

Petrovis secures US dollar financing from its banks

(currently 10%). The loan will be repaid by one or

more of the following:

* From production revenue with repayment
starting no earlier than 2023.

* The amount drawn plus interest will be rolled
into Petrovis’ contribution to any future equity
fund raising that may be undertaken.

*  From the proceeds (payment of back-costs) of a
successful farm-out.

The loan will be drawn as required and based on
current and forecast operating costs could fund the
Company at its current level of staffing and activity
through to Q3 2022 if necessary. With this funding
mechanism available, Petro Matad has the finances
it needs to complete the Exploitation Licence
application process and to prepare for development
operations on the Heron oilfield.

CONCLUSION

After a long period of exploration in Mongolia, the
Company is finally poised to add production and
development to its activities.

ACKNOWLEDGEMENTS

The combination of the global pandemic, its impact
upon financial markets and the significant reduction
in the oil price made it a testing time for all those
that operate in our industry in 2020. Although the
pandemic is not over, Petro Matad is determined to
weather the storm and prepare for the next phase
of operations.

The Directors would like to express their appreciation
to the staff of Petro Matad, both technical and
non-technical, who have continued to work with
enthusiasm, diligence and dedication throughout
these trying times. The Board looks forward to an
exciting time ahead with the full commitment of the
Petro Matad team as we enter the next phase of the
Company'’s development.

The Board is fully committed to creating shareholder
value and would like to express its gratitude
to shareholders for their continued support of
the Company. Special mention of our largest
shareholder, Petrovis, is warranted as they have once
again stepped up to assist the Company with the
execution of the 2021 loan agreement.

Board of Directors
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TY3-UAH TMlYYamimH
M3A3r A3

XYPAAHTYW

2020 oOHbl XyBbA KOMMaHW MOHFOA OpPHbI 3yyH
xa3raapT oplwmnx XX TanbanH L3H Toropyy raspbiH
TOCHbI HI3AT A33p LaaLlng YHIAr33 XMinx, onbopaont
AByynaxaj laapAnaratanl  AwWurnantblH  Tycran
36BLUOOPJINIAT aBax aXXWMZ ron aHxaapiaa XxaHayynx,
Wwaapgargax — 6apumT - buuryyaunr - 6ypayyasH
XONborfox TepuiiH bBalryyanaryyatan  xamtpad
axwunnaa.

Tyc 3eBlUEOPAUIT aBaxa Xxonborgox npoueccyys,
yfaawpanta 6alcHbl yump Hb A3AXMIA HUATIIP
TapxcaH Lap Taxan 3X3AC3HT3W yanayynaH MoHron
YACbIH 3aCruiiH raspaac aBCaH apra X3MXKI3HYy[,
MeH TyC OHbl AyHAYYp OpPOH fasap 601COH YAcbIH
MX XypAblH GONOH OHbl CYyya33p sBarAcaH OPOH
HYTTUAH COHTyyabTal xonbootol 6ainaa. 3caH
X341 Y MaHa KOMMNaHW CYYANAH X3A3H XKW YACbIH
X3MXKI3HA XaMIUAH  WA3BXTINAMISP Xanryyn Xumx
6aviraar, TyyHYA3H 6ugHuA 2019 OHbI XalryysbiH
XJbIH aMXWUAT Hb MOHTon yAcbiH 3acruiiH raspbiH
WNAABIP33P AOTOOAA00 HapbX OyW raspblH TOC
6on0BCpyynax YAABIPUINH axunTtan gasxuax oynr
3acruMiiH rasap LLOXOH TAIMZIM3H Cailwaax GainHa.
[33px 3eBlUEEPANIAT aBax aXWa Hb yAaallpantan
6aliraa y sipya X3131U33pUIH ByX WaTaHa A3IMXKA3T
y3yy/mk 6yii MoHron yncbelH 3acruidH rasap, TepuiiH
baiiryynnaryyaan 6ug TanapxaxbiH 33paruda Laallimg
4 XaMTblH axwuanaraaraa ryH3rMAPYYAHD r343rT
nTrax 6aliHa.

Of00roop almMraanTbiH Tycral 3eBLUOOPON aBaxaj
WaapAnaratai  Oyx LWaTHbl LUAATYYpbIr  XaHraH
TyC 3eBLIeepAuir aBax anbaH EcHbl XYyCINTUIAT
XOoN60rfox bamnryynnaraz xypryynssg 6anHa.

TY3-UAH r’MWIYYOUWH M3O3rasn

KOBWUA-19

2020 oHbl 3x33p MoOHron ynacbliH 3acruiiH raspaac
Lap Tax/blH 3CP3r aBcaH apra X3M>33HYYZ OJIOH
HUATUAH AYHA ©BYNen Tapxaxaac yp AyHTIN
opruimk yYagcaH 4 2020 oHbl 11 gyrasp capbiH
Y€3C aHXHbl TOXWMOAANYYA HWATUAH AyHA WA3pY
3X3NC3H. Llap Tax/iblH TapxanTtbir XyMWXbIH Tyng
yAaa fapaa OyTaH GONMOH X3CIMYMACIH XO/N XOpUo
TOFTOOX 33prasp bararyi Xuusan 3yTraj rapracaH
X34 Y OBYUHMI TapxanT HIM3IrAc3p bariraa Tyn
MOHrosn yAcblH 3aCrMiiH rasap XyH amblH AUANIHX
Hb Japx/iaaxyynantaz Xxamparatan ax axymH Hark,
OU3HECUIH Y axkKmAnaraaHbl X3parL3dar xapransaH
Y3C3H a/ib 600X TIHLUBIPTIN WMIAABIPYYA rapraxas
TeBnepy 6GalriHa. 2021 oHbl 3 payraap capaac
JapxnaaxyynantblH asH OPreH X3MX33HZ 3X31C3H
6erees 18 6010H TyyH33C A33W HacHbl Byx mMprag
Oyroy HUIT XyH aMblH 60%-unir 2021 oHbl 7 syraap
capblH 1 raxag fapxnaaxyynantag xampyynacaH 6ainx
30pWAro TaBUH axuanax banHa.

Metpo MatagblH  aXuaugbiH - XyBbj — odduc
60/M0H 3P33C33  axmanax XoCayysncaH 30XMOH
6arviryynantraviraap axaa Yp OyT33/1T3M
rynuangyymk 6arinaa. dH3 6yx xyralaaHg KomMmnaHu
Xonborgox — TepuUnH  baulryynnaryyatai  HArT
XON6ooTOM Balk eepcannH  axmaung  6H6onoH
FIPIN3rYAMIH aroyAryn HGangsbir xaHrax Gyxui n
apra XaMx33r X3parKyy/sk npnss. MoHron yncag
YWn axunnaraa AByyk 6y KomnaHuyAblH TanbaiH
axnyya 2020 oHbl TypLl Xen XOpUWO, XA3raapaantaj
epTex bancaH 6on 2021 oHbl |l yanpnaac xopwo,
Xfi3raapAanT apav cynapy Y axuanaraa Hb C3prax
TeNeB axwurnargax 6anHa. AWWrnantblH Tycraw
3eBlIeepnee aBmary, LI3H Toropyy raspbiH TOCHbI
op4, 433p YHIAr33, aWWrIanTblH axayys TeneBnees
6ariraa MNeTpo MaTtagbliH XyBbJ, 3H3 Hb CalillaanTai
M3£33 HOM.
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2020 OHbl TOUM
XAB3ABO

KomnanuinH  XepgenvepwuinH  atoynryin — Gangan,
3pyyn axyw, Oairanb OpPUHbl MEHEXMEHTUIH
cncteM (XABSABO-b1 MC) Hb ONOH yACbIH raspbiH
TOoC, GalranuinH xuin  onbopaorygbiH  Xon600
(IOGP)-Hbl yaupaamMxuiir garaxx Mepaex 6ytau,
30XMOH baiiryynantrain angar 6a TY3-wiiH 3yraac
KOMMaHWIMH YA axunnaraar TOFTMOA canxkpyynax
30PUATOOP  aBY  X3P3NKYYAAIM  axIblH  XYP33HJ,
XAB3ABO-bI MC-niir KoBua-19 uap taxabiH Heneer
baracrax LWWAASM Typlunara, apra X3MXK33HYYAWUNT
X3PIKYYAIX3L  HUMLYYIXK  axunanaa. KomnaHwuiiH
XWNYUI3A 3yTraA 3HI Tan A33p MaLl yp AYHTIM 6alcHbIr
3HA AyPAaXx Hb 3YWTIN oM. TYYHUMIH ByX M333/1C3H
XAB3ABO-bI Toxunonansir I0OGP-Hbl yanpAaMXUAH
Aaryy 6ypaH wanraH, 6ypTrax, aHrnaK MpcaH 6ereeg
3H3 Tanaapx M>343313/, CypPramxcuinr yampanarbiH
XSHaNTbIH aXuanaraaHbl XyP33HZ HI3NTTIN BycasTai
xyBaanuax baliHa.

MaHai  komnaHu GaWranb OpYHbLIF  Xamraanax
Tan A33p Oyxvi N MNpakTUK apra X3M>XK33r aBy
X3P3arKyya43r 6a yin axuinaraaHfaa ONOH Y/ICbIH
6OJIOH JOTOOAbIH CTaHAAPTYYAbIT, T3P AyHAaa ISO
14001-uiAr mepaner 601roH axuninax banHa.

2020 oHbI xyBba MeTpo Matag 6010H 6UAHMI TycnaH
rYWMU3Trary Komnanny MOHron yacag xapamkyy/ak
6y Byx CTaHAApPTLIr YA axwanaraaHgaa mepganer
60/TOH axunnacaH 6erees Hairanb OpPYUHbl 3CXYA
CyN 30TCONT XWX, BYPTrang aBax wWwaapgnara 6yxui
fMap H3r acyyAan rapaaryir gyynraxag TaaTam
6aliHa.

Li3H Toropyy opgbiH almrnantaj Liaapgiaratan
Baliranb opUHbl HENEENNNIH HAPUBYMACAH YHINTII

22

(BOHHY)-r bairanb OpuuH, asnan >yynunanbiH
famaap 6atnyyncaH. BOHHY-r 63ntrax npouecct
TanbalH TaHAANTbIH aXWl, OPOH HYTIUIH apg
NPr3AWUIH 36BLUWALEN, 3AT33PTaM X01600TON GapnmT
6UUNr 33prmir Bypayyasx Hb Lar X LWaapgcaH Matu
yyxan axun banpar Tyn TyC YHIATIHMIA BapuMmT
6uurninr GatnyyncaH MaaHb MaHail KOMMaHWMH
XyBbJ, H3I TOM anxaM 60K Yagnaa. [a3pbiH TOCHbI
alMrnanTblH Tycrai 3eBLUIOOPAUAH H3T  LWaAryyp
Y3yy/n3nT Hb Tyc 6atnaracaH BOHHY tom. 3Haxyy
YH3AM33r batiyynax axsblr komnaHuiiH XABSABO
60s0H ONOH HUNTTIN Xapuauax X3NTCUAHXHUNA
acap WX XYUYMH Yapmamnt, TeB HONIOH OPOH HYTIUIH
3acar 3axupraaHbl J3M>XI3MTINr3p yaC OPOH Aasap
KoBuna-19 uap Tax/ibiH XOPUO L33PUIAH Yes aMxKyyix
Yagnaa.

Ynn axxunnaraa

2020 oHbl Typwwug komnaHu Matag XX TanbaiiH
alMIAanTblH TyCrail 3eBLUOSPANIAT aBaxaj roa4/IOH
aHxaapy axwunnanaa. Tyc 3eBLeepaWIr aBax
MPOLLeCCT axuL, rapraxblH 33p3ry3  KOMMaHWIH
XX TanbaiiH Heeu, Gasnar A33p aHxHbl xapaaT byc
YHII3MXKUWIAT  erceH  M3prawicaH  MapraxkuntHui
Tannan (Competent Persons’ Report)-r rapryynax,
OINMAP3HTYN HEBUMAH TalnaHr 631Tr3H Xxonboraox
TOpUWIH Baliryyanara, UHCTUTYLYyAad TaHWLyynaH
6aT/yy/icaH Hb KOMMaHWUIAH XyBbJ, XUIACIH TOMOOXOH
anxmyya 6annaa. LI3H Toropyy-1 LOOHOTMMIAH TyyXWiA
TOCOHZ, OYP3H LUMHXWAM3 XWMIAr3caH 6ereep Toc
Hb XYX3pA3r 6yC, XeHreH, naBapxar, caH YaHapblH
TYYXUA TOC, MOH TOOLLOO/IK HaiicaHunaH 33prangss
XIX Tanbaitraac onbopaox Oy TOCTON TyH TOCTIM
6onoxbIr 6baTancaH.

HeeuuniiH TanaH 6atnaracaHbl YHACIH A33p [MeTpo
Martaz Hb L3H Toropyy H3anT 433p aWwuraanTbiH Yia
axunnaraa sAByysnax Xycantsd anbaH écoop rapras.

YyHUiA lapaa KOMMaHu alunrianTbiH Tanbawr raspbiH
TOCHbI acyyjan >3pX3/C3H TOPUNH 3axupraaHbl
6anryynnara 6onox Awmnrt Mantman aspbiH TOCHBI
lazap (AMITI)-Tahi TOXMPOALOX, XO&p Tanaac
rapblH yC3r 3ypcaH NpoTokonoop HaTtanraaxyynas.
Yr tanbang L3H TOropyy Xxypumtayyp 6yxangss,
onponLoox LlaraaH 333p H331T, MEH TOC 0N160PNOXK
6y TOCOH-YyNbIH CaB ra3pbiH 4OTOP TOAOPXOUACOH
OMP OPUHBI X3TUINH TONOBT X3Cryy4 bartax bariHa.

AlmMrnanTblH Tycrai 3eBlUeepen aBaX MpPOoLEeCcChbiH
WwaapAnarblH Aaryy komnaHun Opg awwurnax yinn
axwunnaraaHel Tenesneree (OAYAT) 6on0BCpyynX,
dpadc basarnin Mapraxaniii 3esnen (3bM3)-
eep batnyynax Eéctol 6Gangar. DHd Hb A33pX
NPOLECCbIH CYYNNIH anxam 6ereepn mMaHal 3yrasc
30XUX  TOAPYYATyyAblr  erceH Tyn 3SbM3-uiiH
TULYYA  XYA33r43K  6aiicaH  acyyanyyabir  xaax,
TyC 3eBNeneec oAoo anbaH EcHbl AYrHAIAT rapraH
3U3CNIXIIP axunax bariHa. TyyHunsH XX Tanbang,
aLlIMIanTbIH Tycrai 3eBLUOOP/VIT aBax anbaH EcHbl
XycanTad Yyn yypxaw, XyHa YWnaeapuiiH flamaHg,
XYPryyn33z 6ariHa.

OAYAT-HWUIN  63ATM3N @XJblH  XYP3ISHA  33prangsd
XIX TanbaiH rapaanary [eTpoualiHa KOMMaHUTaw
XX 6osoH XIX TanbanH xuanir gamHacaH LiaH
TOTOpYyy OpPAbIT XaMTpaH alwurnax TOXWONZONA
rapax TEXHWKWIH 60M0H apuakaaHbl 6H0A0MX,
acyyaNyyAblH  Tanaap  ApPUALAXK  X3NINLCIH.
XypumTayypbiH TOrTow, TyyHUA XIX Tanban pyy
OPCOH  X3C3r  XapbL@HTyh  KMXXWUMX3H  33pruiir
XapransaH VY33 XxaMTpaH alwWraant, HIITraCoH
TOXMPOL0O  LWaapAfararyim rak Xxoép Tanaac
H3rACOH Galip CyypviHA XYPC3H. DH3  AYTHIATUIAT
KOMMaHWyAblH  XOOPOHZ  bHalryyncaH caHamx
6uumnrT TycracaH 6ereeg xaMTpaH alMraax HargCaH
Tenesneree 60/M0BCPyynaxas 3apuyynax 6GancaH
WX33X3H Lar, axblr X3MH3X Gairaa gasyy Tantan

TY3-UAH r’MWIYYOUWH M3O3rasn

60osn00. AyrHantunr XX tanbavin OAYAT-Hg TycraH
opyyscaH. CaHaM>X BUYUIT MEH 3apaan XaMH3X, VI
axkuanaraaHsl GYTIIMXWIAT ecrex yyaH3ac [leTpo
Matag sMap xypasHz MetpouaiHaruiti XIX TanbaiH
434 6yTU33C alwmrnax Ttanaap TOXUPOLOX, anbaH
ECHbl 6OTOX X313/1L33P XMIAXWUIAT TycracaH 60/HO.

ByT33ra3xyyH XyBaax rapasHyya (bXI)

XX Tanb6aii: 2020 oHbIr 6yxanh Hb XamapcaH
MopaTopuym Oyry  XaWlryynblH — Xyrauaar —Typ
30rCOOX LWWAAB3IPUIAT rapryyiacaH 6erees 3H3
XyrauaaHs, alnrnanTblH Tycrani 3eBLUI6OPes aBaxas,
Laapanaratan axayyabir Xviix 6ainnaa. AWmrnantbiH
Tanbanr 6GaTtamK, KOMMAHWWH aLlMWIAanTbiH YA
aXkuanaraa sByynax XyCanTuiir anbaH écoop bypTrax
aBcHaap BXI Hb Tyc awwurnantbiH Tanbang XyuuH
Terengep yas3x 6a éug XX tanbaH yaaC3H X3CTUIAT
2021 oHbl 7 pyraap capz xauryysblH xyrataa gyycax
ven [a3pblH TOCHbI Tyxai xyynb, BXI-Huid paryy
anbaH écoop 3acruitH rasapt byuaaH erex 60/HO.

V tan6aii: V TanbaiiH xyBbz Taal, 6010H TerperninH
CaB raspyyfah XaWryyablH Mall  WPI3AYATIN
X3CTYYAUIT  TOLOPXOMACOH  Ganpar.  XanryynbiH
AKNBIT  Laallng  YPrasxkyyasH — X3P3rKYYAIXUMH
TYAL, YA axunnaraang Heneenx 6yin Kosua-19
uap TaxablH ye 6ytoy 2020, 2021 oHyyabIr xaMpax
XyrauaaHg Tyc Tanbaing MeH MopaTopuym aBax
XYCINT rapracaH. Yr xycantuiir AMITT xyn33H aBY
3eBlWeepcHeep V TanbaliH xaWryynbiH Xxyralaa
2023 oHbl 7 gyraap capbiH 29 XyYpTan ypraaxkasxasp
60s100.

IV Tan6ait: 2018 oHa epemaceH Taxb-1 LOOHOTMINH
YP AYH, TYYHUN3H Tyc Tanbailg TYBLIMH axucaH,
TOAOPXON TOTTOOCOH, epemaexes 63713H X3car
opooroop bGaixryn 6alraaraac ragHa XawmryynbiH
Mall bara xyrauaa yAAc3H Hairaar xapransaH y3ax
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KOMMaHu TycC Tanbanr 3acruiiH rasapT byuaaH erex
XYCONT rapracaH. [axg33 wupasgyng Tyc TanbaiH
X3TUMH TeNeB canTal X3CTyYA34 KOMMaHwyaTain
XamTapy axkuinax 3CB3N JaXVH [IP33/13X 33P3r Hb
60/10MXKTOM X Xap> bairaa. TanbaH HyLaanTbiH
XKW XMITA3X AyyccaH 60Ho.

WwnH> raspyys: KomnaHun MoHron opHbl  HyTar
[3BCrIPT TEXHWKUMH XyBbJZ, COHUPXONTOW H3M334
X3/3H X3C3r ra3pyyAblr ONX TOrtooroos 6ariHa.
TaAraspasc  rapasT 6yc raspyyabiH  M3A33INAT
LYY Yy33X XYCIAT raprax COHWPXOAToOn Gairaa
tom. Bug MoHron yncag raspblH TOCHbI /337
ypcrasblH YWIA3A33p TIPFYYAIH axuanax Oyiiraa,
MOH WPI3AYATIM XamTpary Xam3ax balp cyypwua
ynam ecCreH H3MIrAyyA3x Xycanta bairaa. LLUuH>
BXI-yya 6aliryynax 30puaroTovroop LWWH3 rasap,
Tanban 3IP3NXMIANCHIIP O6MA 6 pUNH KOMMaHWUAH
nopTOUAMIT BasxKyyX, MaHalh KOMMaHWAH XyBbj,
ONOH TanblH YWn axwunnaraa 6on0x onbopaonTt,
XOMXKYY/IINT, YHAr33, TOCTON oNMp TanbaiH 60/M0H
TOM HONee Y3YYN3XYNL, Xauryyn Xuiix 60N0MXKTOWN
60Ho.

ON0oH HUITUIH Xapuauaa

KoMnaHW Hb 010H HUITUIAH OPOILLOO, ONI0OH HUNTUIAH
XapwiLaaHbl acyyAans Malll xapuyLiaratai xaHaaar.
KomMnaHu Hb anvBaa yin axuanaraa axa3x3sc eMHe
AMITI 6onoH b6ycas xonborgox 6Gauryynnaryysaac
lwaapanaratalri 3eBLUSSPYYANAT aBY  axuanajar.
KoMnaHWiH aXXuUnTHyys areHtnar  60/M0H OpOH
HYTTMAH TeNeenenTali xamTapcaH Yyn3anT 30XWOH
Gaiiryymx, TOeNeBNeCeH YWA  aXuinaraaHbixaa
Tanaap TaHWALYYK Xa3uyynar asyynsar. OpoH
HYTIUIAH 3acar 3axMpraaHbl aXXUATHYYATal yyn3axaac
ragHa HWATMWAH XOMKWA, OPOH HYTIUAH XaMTblH
aXuanaraaHbl  XeTONOEPUAH  XYP33HA — CyMbIH
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VPr3AUAH  acyynTaHi, xapuynax yynsantyys MeH
30XMOH Baviryynaar. byxuii 1 oponuory TanyyAblH
CaHan XYCOATUIAT  COHCOXbIH Tyl  KOMM@HWUWH
Teneeneruns TONeBNOCOH YA  aXuanaraaHbl
TanbaliH OWpP OpPYMbIH HYYAINUYMH  ManuuaTan
yyn3gar. KOMNaHWWH ONIOH HUWATUIH Xxapuiuaa
XapwyLcaH 6arnitH Teneenerung yia axuanaraaHbl
ABLaZ Tanban 433p banpnaH axuanasar.

Yiin axunnaraa sAByyax Oy HyTar A3BCrapT
UNTNINTIN TOCON XOTeNbepyyAUNT X3P3rKYyaa3r
6erees YyH f33p OPOH HYTTMIH 3acar 3axupraartain
XamTpaH axuanazar. KomMnaHu Hb OPOH HyTarT yiin
aXxunnaraar atoynryin berees aMmxxuaTTai aByynaxas
OPOH HYTIVIH aps, MPr3aUAH 36BLUWALEN, OPOILLOO
MaLl Yyxas rax y3A3r 6ereeg 3H3 Hb anb aib Tanjaa
XapwilaH awmrtan bangar.

KoBna-19 uap taxnbiH ynamaac 2020 OHA X33pUidH
AKUN XUATAI3TYA Ty KOMMaHW OPOH HyTartT TOM
X3IMX3I3HUIN  TOCON  X3PIMKYYNIIrYN  eHrepses.
KomMnaHW Hb OPOH HYTarT il axuanaraa sxasx yes
Tecen xeTenbepyyaviiH COHTOATHII HapuiBuiaH
aBY y33X 6OJIHO. X33PpUIH aXKW 3X/13X33C HINIATYI
XyrauaaHbl 6MHO OPOH HYTIVMIH MPr3ATan yynsant
30XMOH 6alryyaK 3H3 Tanaap ypbAuniaH 3eBLINLIEX
60/HO.

BOMMHO XYTALAAHDbI
CAHXYY)XUNTUWH TANAAP

Komnanun 2020 oHa M3z33/1k balicHaap KOMMaHWnH
63/13H MBHIeHWUI HEBLMIAH Xypaau33r 2021 oHbl AyHA,
Y€ XYPT3/ XaHraxblH Ty/Z, MOHIe X3MH3X CaHaauiarbIr
X3P3MKYY/XK, 3H Hb T3P YeA33 almrnantbliH Tycran
36BLUEEPANAT aBcaH bOaix, JapaarvinH LwaTaHg,
LaapAnaratain CaHxyy>KUATUIAT ONOXOJ XaHranttan

YPT XK TOOLLCOH XyraLiaa 6arinaa. Tycrai 3eBLueepen
aBax YW ABL, yaaawpantai 6ancan Tyn TY3 Hb 2021
OHbl AYHA Ye3C XOWWWX KOMMAHWWH CaHXYYr1inH
Gananbir baTanraaxkyynax apra Xamxa3 aBu, YYCraH
6aiiryynary, xaMrmiiH TOM XyBbLiaa 333MLLUUIY 600X
MeTpoBurcooc bapbLiaaryit 3331 aBaxaap OONCOH.

MetpoBuc Hb [leTpo Matagas awuvrnantbiH
TyCrain 3eBLUEOPEes ONrOrATON YWA axcuinaraaraa
TOrTBOPTOM  fiBYy/JaxaZ, MeH alurnantblH Yin
axunnaraaHbl  GINTIIAUWAN  XaHraxad  30pUYaxX
X3P3rL33T3N  TOXVMONAONS 15 casa xypTanx
am.ZloNNapbiH 393/UIH wyram OJIFOX00pP
3eBLUeepPCoH. NeTpoBUC Hb BaHKHaaC aM.foNapbIH
CaHXYY>XUAT aBy bHalraa XyyrH X3M>K33raspas yr
333/IMAH Xyyr ToouHo (ogooroop 10%). 333anwr
Japaax apryyAblH asb H3r33p 3CB3 XONMMOT apraap
TenHe. YyHa:

*  OnbopnontblH OpPAOrooc, raxa’3 Tenbepuir
2023 OHOOC XOWLL T IXNIXKIIP.

*  Wp3sayng xyBbLaaraap xepeHre 60crox 60acoH
TOXWMONAOASA KOMMaHWIH alumrnacaH 333/11nH
JAYH BOJIOH XYYTUIAH X3aMX33r33p MeTpoBUCUIAH
OPOALLOOT AYMLYYYI3H TOOLOX.

°*  Amxuntrah  dapmMayT XWACIH  TOXWOAJOAS,
rapcaH 3apAfbil HOXOH aBaxX TOXMPOJLLOOTOM
yes, TYYH33C OPCOH OPJI0Oro0C rapryyix aBax.

3393/1IH LWyraMaac XaparL33raspas aBax 6ereey sH3
Hb YW aXuanaraaHbl O400TNIH 6ONOH YpbAuWICaH
3apaana yHA3Cn3cH33p 2022 oHbl Il yanpan xyptan
KOMMaHWIT OAOOTUAH XYH Xy4, VAN axkuinaraaHbl
TYBLUMHZA CaHXYY>XXyya3x 6onomxkrton tom. UiiHxyy
MeTpo Mataz Hb alWurnanTbiH Tycraii 3eBLIOSPANIAT
aBax yin ABUbIF Ayycrax 6010H LI3H Toropyy raspbiH
TOCHbI OPAbIF alUFAaX YA axkuanaraaHz 63aTraxas
Laapanaratain caHxyyXxuntran 6osx 6aiiHa.

TY3-UAH r’MWIYYOUWH M3O3rasn

OYTHANT

MoHron yacag ypT XyrawaaHz xanryyn XUACHU aL3ct
KOMMaHWIH YiAn axuanaraaHg onbopnont, 6yTasH
GaiiryynantblH axayys HIM3rA3x 6010XToi 60a100.

TANAPXAN

KoBra-19 uap Taxan, TYYHWUIA CaHXYYTWIAH 3ax 3337
Y3YY/IC3H HONee, MeH ra3pblH TOCHbI YH3 WX33p
yHacaH Hb 2020 oHj MaHa canbapT yin axuanaraa
3PX3INA3r  OyX ax axyWH HINKYYA34 63pxwaan
XYHAPIAMIAT aBumMpnaa. Llap Taxan gyycaaryi xagui
y MeTpo Martag 3H3 XaLyy Laruinr gaeaH rapu, yin
aXunnaraaHblxaa fapaarviiH ye LaTtaHzi O0poxoop
30pVH axknanax barHa.

DH3 XYHA X3Uyy Lar yes ypam 30pUITONroop,
XWUIBHIYINIIH aXuanacaap MpCaH lNetpo MatagbiH
TEXHUKUAH BONIOH TEXHUKUIH Byc Byx axunygasaa
Tanapxax baliraaraa wnspxuiiabe. MNetpo MaTagblH
XaMT OIOHTOMFOO KOMMaHUIAH X&rKAUAH AapaaruinH
ye laTaHi opoxAoo Yaupaax 3esnen bHasprai
6anHa.

YanpAax 36816 Hb YPra/ix XyBbLiaa 333MLWNIYA3433
YHY USHWAr 6uin  6oaroxbir 3pmMan3gar berees
KOMMaHWIAT YPIakKAYyA3H A3MXKMXK balraa xyBbliaa
333MLUMIYASA3S Tanapxiaa waspxuiinbe. 2021 OHbI
393/IMAH  T3P33M Y3313, JIMXKJIINID  Y3YY/I3XI3P
JaxuH rapaa cyHracaH MaHal XxaMrmilH TOM XyBbLiaa
333MLINTY 6010X [eTPOBUCUIAT OHLIFONNOH AypAak,
Tanapxnaa Un3pxXnnaK anHa.

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

Petro Matad continues to refine and update its
HSSE-MS, structured on International Oil and Gas
Producers (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
continuously strive for HSSE excellence to achieve
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 supportin all of the Company’s activities and
operations as well as ensuring structural compliance
with international standards and Mongolian laws
and regulations. To apply best in 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 (IOGP), ISO 14001, Environmental
Management System Guidelines, OHSA 18001
Occupational Health and Safety Management
System Guidelines, International Association of
Drilling Contractors (IADC), and International
Association of Geophysical Contractors (IAGC).

It is thanks to the rigorous adherence to these
standards that Petro Matad has had zero Lost Time
Injuries (LTI) for five consecutive years.

Activities

Although there were no exploration operations
undertaken in 2020, the Company continued to focus
on current and future HSSE needs and requirements.

Since the completion of drilling of the Snow
Leopard-1 exploration well in Block V in 2018 and
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subsequent technical and biological restoration of
the drilling lease, the Company together with its
specialist restoration contractor continued to tend
to the restoration of the drilling lease. Extremely dry
weather conditions during 2019 and 2020 hindered
the growth of seeded flora on the lease. With the
continued proactive measures undertaken such as
additional irrigation of the area to promote flora
growth, the lease area was successfully restored to
its original condition. The Handover Committee of
the Province issued its approval and signed off on
the formal handover act completing and confirming
the environmental restoration of the site.

The Company also executed the necessary
environmental work in order to hand back to the
government the Block IV (Bogd) Production Sharing
Contract (PSC) area in its entirety and to facilitate the
partial relinquishment of the Block V (Ongi) PSC in
2020. A working group consisting of representatives
from the Ministry of Mining and Heavy Industry
(MMHI), Ministry of Environment (MoE), Mineral
Resources and Petroleum Authority of Mongolia
(MRPAM) and the Company was set-up to review
all related environmental documents and conduct
physical inspection of areas where operations had
been undertaken by the Company. The working
group determined that there were no remaining
issues and the processes for the total and partial
relinquishments of Blocks IV and V, respectively
were concluded.

Upon the completion of drilling of the Red Deer-1
well in southern Block XX, technical restoration of
the drilling lease was undertaken immediately after
the well was plugged and abandoned. Biological
restoration by a specialist restoration contractor was
completed in Spring 2020 and the flora re-growth
took extremely well in the summer allowing the
Company to successfully hand over the lease area
with the province’s Handover Committee signing off
on the formal handover act.

The Company also completed the abandonment of
6 wells drilled between 2010 to 2011 in northern
Block XX. As sometime had passed since the wells
were drilled, the Company studied and designed

an appropriate abandonment programme in
consultation with  MRPAM and in compliance
with applicable regulations and standards. The
abandonment was carried out by a specialist
contractor and supervised onsite by Petro Matad.
The wellsites will be subject to the necessary
biological restoration in 2021.

The Company has had its Detailed Environmental
Impact Assessment (DEIA) for the Heron
Development approved by the MoE. The DEIA is
valid for and covers the first five years of activity
within the Exploitation Area and was one of the
documents required as part of the application for an
Exploitation License in Block XX. Securing the DEIA
approval while countrywide Covid-19 restrictions
remained in force was achieved with the cooperation
of central and local government bodies and with the
hard work of the Company’'s HSSE and Community
Relations departments.

Petro Matad concluded 2020 with zero Lost Time
Injuries (LTI) and a total of 50,533 manhours recorded.
Petro Matad Group’s Total Recordable Incident
Rate (TRIR), which is one of the Company's Key
Performance Indicators (KPIs) was also maintained
at zero. Leading and Lagging Indicators were
documented throughout as part of the routine data
gathering required by the Company’'s HSSE-MS and
enabled Petro Matad and its contractors to analyse
trends and anticipate potential problems so aiding in
achieving the successful outcome for the year.

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 fifth consecutive year of zero LTls.

Health, Safety, Security and
Environmental Policy

Petro Matad’'s Health, Safety, Security and
Environmental Policy requires 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

HEALTH, SAFETY, SECURITY
AND ENVIRONMENT

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 are considered in all
planning and work activities.

* Include the Company's 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.

* Identify, manage, and control all potential
hazards in the workplace through hazard
identification and risk analysis.

* Ensure potential accidents and incidents are
mitigated by proactive engagement, with
prevention always being the objective.

*  Provide effective injury management; and

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

The success of the Company’s HSSE-MS is dependent

on:

®*  Proactive 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.

* Ensuring that open and honest communication
exists between management and all employees.

®*  Minimizing impact on the environment and to
conserve and protect the environment in all
areas of operations.
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Risk Management

Petro Matad, recognises the significance of a
proactive stance on 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 is 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 eliminate all environmental risks
that may have an impact on the environment and
stakeholders.

Engagement and Training

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

Commitment to Environment

Petro Matad is committed to the preservation and
protection of the environment in all areas of its
operations. As per the Mongolian environmental
laws and regulations, Petro Matad obtains approved
Detailed  Environmental Impact Assessments
(DEIA) over its Blocks and areas of operations as
necessary and for the stipulated required periods.
The Company's project specific Environmental
Management Plans (EMPs) based on the approved
DEIA, which are approved by the Mongolian Mok,
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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 is
operating legally and responsibly.

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
the application of international HSSE standards
is 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 areas of operation.

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

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

e all employees 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 plan its 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.

Reviewed date 11" January 2021
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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, minimizing harm
and negative effects thereby ensuring long-term
sustainability. Petro Matad has developed a Social
Performance (SP) Plan based on socio-economic
and social impact assessments. This 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.

In 2020, the following CSR documents were reviewed
and updated in accordance with international and
Mongolian standards in order to improve the CSR
accountability system:

*  CSR Social Development Program

*  Grievance Receipt Form

*  Unified Grievances Database

*  Monthly Report Form

*  Project Request form

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;

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

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

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

In 2020, the Company’s focus was on disseminating
accurate information about Petro Matad and
its operations, establishing mutually beneficial
cooperation with the local community and
organizations and reviewing complaints and
grievances received from the local community and
stakeholders through discussions and information
exchanges.

The Company has developed an Image Survey
that will be used to assess local community views,
opinions and attitudes towards Petro Matad in the
areas in which it operates . This will be a useful
tool to assist the Company in incorporating public
opinions and views for the following year's CSR
action plan.

In 2020 even though the Company did not undertake
large scale operational activities, its employees
were in constant communication with the local
administrative offices and government agencies to
maintain stable on-going relations.

Social Investment Activities

The Company aims to achieve sustainable
development by contributing to social well-being
and the country’s long-term economic development
within the relevant international and Mongolian
legislations, and not be limited to donations, aid
and short-term projects and programs. Petro Matad
has implemented projects and programs to improve
the infrastructure for the local community, improve
access to health services, improve outreach of
education, facilitate protection and preservation of
cultural heritage, and provide support for small and
medium sized businesses.

Anarticle onthe projects and programsimplemented
by Petro Matad since 2011 was published and
released via online news sites and social media in
Mongolia during 2020.
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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 is 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. The award of an Exploitation License, will
secure the development area of Block XX for 25
years (extendable) and will enable the Company to
proceed with development and production activities
in the Heron area. 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
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resources to maximise the probability of identifying
the best opportunities, making hydrocarbon
discoveries and creating value for shareholders.

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 one Executive Director.

Due consideration is given to the composition of

the Board to ensure:

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

* The Board has appropriate skills, experience
and expertise

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

* Appropriate executive representation on the
Board

As the Board is currently comprised of 4 directors
it has been agreed that the independent Non-
Executive Director rather than the Chairperson will
cast the tie breaking vote in case of a tied vote of
the Board on any issue. When a fifth Director is
added (expected later in 2021 or 2022), votes on
resolutions will revert to being passed by majority
vote.

The Board is comprised of the following members

as of the date of this report:

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

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

e Timothy Bushell, Non-Executive Director
(Independent)

e Michael Buck, Executive Director (Chief
Executive Officer)

Brief biographies of the Directors are set out on
pages 6 to 9.

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
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.

CORPORATE GOVERNANCE

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 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 Directorsreceive regularand timelyinformation 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
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calls regularly, and at least once a quarter, reviews
operations and implementation of strategy. Due to
the 2020 Covid-19 pandemic and travel restrictions,
all 2020 Board meetings and discussions were held
virtually. Board meetings and discussions in 2020
were attended by all Directors a large majority of the
time. Non-Executive Directors are closely involved
and updated with regular information flows and are
expected to spend at least circa 3-4 weeks of their
time each year on Petro Matad matters.

Board Committees

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

Audit Committee

The members of the Audit Committee in 2020 and
to the date of this report, are as follows:

Chair
Enkhmaa Davaanyam

Members
Timothy Bushell
Shinezaya Batbold

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

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

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

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

The Audit Committee meetings minutes are
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
2020 and to the date of this report are as follows:

Chair
Timothy Bushell

Members
Enkhmaa Davaanyam
Shinezaya Batbold

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 43
to 49.

Corporate Governance, Social Action and
Environmental (CGSAE) Committee

The members of the CGSAE Committee in 2020 and
to the date of this report are as follows:

Chair
Shinezaya Batbold

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 2020,
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management continued to enhance procedures
for procurement, budgeting and expenditure
approvals, which are in line with standard industry
practices. Whilst the Board is aware that no system
can provide absolute assurance against material
misstatement or loss, regular reviews of internal
controls are undertaken to ensure that they are
appropriate and effective. It is the opinion of the
Board that the system of internal controls operating
throughout the year were adequate and effective.

Business Conduct and Ethics

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

Extractive Industries Transparency
Initiative (EITI)

EITI is 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 submit
annual transparency reports in the required format
to the local EITI office. Additional information is
provided upon request.

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. The ABCP is updated as
necessary to reflect updated processes.
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Insurance

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

Share Dealing Code

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

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

*  Government ineffectiveness/Institutional failure

e Loss of listed status

*  External statutory risks (Anti-bribery, FCA)

Operational Risks

e Lack of sufficient success in exploration/
exploitation programme

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

*  Work programme risk — improper well design
and others

*  Contractor risk — equipment failure

Health, Safety, Security and Environmental Risks

*  Natural disasters/health epidemics and
pandemics

*  Environmental damage

* 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 Company
has kept its shareholders and investors abreast with
the latest updates without any delay and through
various platforms such as interviews, podcasts and
investor conferences.

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. Due to the Covid-19 pandemic which resulted

in imposed lockdowns and travel restrictions, the
Company opted to hold the 2020 AGM virtually and
provided shareholders an opportunity to attend and
listen to the meeting proceedings from wherever
they were located around the world. Shareholders
were also encouraged to submit any questions prior
to the commencement of the AGM during which
time the questions were answered by executive
management. A recording of the proceedings of the
AGM were uploaded to the website following the
meeting. 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:

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 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.

CORPORATE GOVERNANCE

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

The core objective of Petro Matad's SP stakeholder
engagement strategy is to build relationships,
strengthen trust, gain broad-based support and
broaden understanding of the communities in
which Petro Matad is operating, which provides a
mechanism for effective social risk management. For
more information please see the Corporate Social
Responsibility Statement on pages 32 to 33.

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
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

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 2019 and 2020, are as below:

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

Directors

Enkhmaa Davaanyam Non-Executive Chairperson

John Rene Henriksen Chief Financial Officer (Retired 31 December 2020)
Timothy Paul Bushell Non-Executive Director

Michael James Buck Chief Executive Officer

Shinezaya Batbold Non-Executive Director
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(b) Compensation of Directors

Consolidated

31 Dec 2020 31 Dec 2019

$'000 $'000
Short-term employee benefits 681 1,257
Post-employment benefits - .
Share based payment expense 6 102
687 1,359

Consolidated

31 Dec 2020 31 Dec 2019

Directors $'000 $'000

Enkhmaa Davaanyam 32 51
Timothy Paul Bushell 45 84
John Rene Henriksen 265 348
Michael James Buck 320 743
Shinezaya Batbold 19 31
Total 681 1,257

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

REMUNERATION REPORT (UNAUDITED)

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
Balance at 31 December 2020 or if applicable Balance Acquired Options & Balance as at
at the date of resignation as at and Awards 31-Dec-20

01-Jan-20 (Disposed) Exercised

Directors

Enkhmaa Davaanyam 6,136,175 251,000 - 6,387,175
John Rene Henriksen 2,065,213 1,737,000 - 3,802,213
Timothy Paul Bushell 1,061,538 415,000 - 1,476,538
Michael James Buck 4,270,006 4,455,000 - 8,725,006
Shinezaya Batbold 2,000,000 151,000 - 2,151,000
Total 15,532,932 7,009,000 - 22,541,932

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.
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(d) Options holdings of Directors

(e) Conditional Share Awards holdings of Directors

REMUNERATION REPORT (UNAUDITED)

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

31 December 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

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

31 December 2020 as at as Exercised  Lapsed as at & &

01-Jan-20 Remu- 31-Dec-20 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
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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
For the year ended Balance Granted Awards Awards Balance Not Vested Vested
31 December 2020 as at as Exercised  Lapsed as at & &
01-Jan-20 Remu- 31-Dec-20 Not Exercisable
neration Exercisable
Directors
Enkhmaa Davaanyam 401,000 - 251,000 - 150,000 150,000 -
John Rene Henriksen 1,837,000 - 1,737,000 - 100,000 100,000 -
Timothy Paul Bushell 415,000 - 415,000 - - - -
Michael James Buck 4,455,000 - 4,455,000 - - - -
Shinezaya Batbold 151,000 - 151,000 - - - -
Total 7,259,000 - 7,009,000 - 250,000 250,000 -
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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 2020

CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2020

Consolidated

Consolidated

31 Dec 2020 31 Dec 2019 31 Dec 2020 31 Dec 2019
Note $'000 $'000 Note $'000 $'000
Continuing operations ASSETS
Revenue Current Assets
Interest income 4(a) 25 765 Cash and cash equivalents 7 939 2,815
Other income 4(a) 39 4 Trade and other receivables 8 10 23
64 769 Prepayments 9 222 155

Expenditure Financial assets 10 11 1,510
Consultancy fees (80) (130) Inventory 11 224 226
Depreciation and amortisation (224) (174) Total Current Assets 1,406 4,729
Employee benefits expense 4(b) (1,598) (4,092)
Exploration and evaluation expenditure 4(c) (433) (10,916) Non-Current Assets
Other expenses 4(d) (974) (2,291) Exploration and evaluation assets 12 15,275 15,275
(Loss)/Profit from continuing operations before income tax (3,245) (16,834) Property, plant and equipment 13 145 260

Right-of-Use asset 13 36 -
Income tax expense 5 o - Total Non-Current Assets 15,456 15,535
(Loss)/Profit from continuing operations after income tax (3,245) (16,834) TOTAL ASSETS 16,862 20,264
Net (loss)/profit for the year (3,245) (16,834) LIABILITIES

Current Liabilities
Other comprehensive income Trade and other payables 14 364 502
Items that may be reclassified subsequently to profit or loss: Lease liability 14 25 -
Exchange differences on translating foreign operations, net of income tax of Total Current Liabilities 389 502
$Nil (2019: $Nil) 1 (14)
Other comprehensive (loss)/income for the year, net of income tax (16) (14) TOTAL LIABILITIES 389 502
Total comprehensive (loss)/income for the year (3,261) (16,848) NET ASSETS 16,473 19,762
(Loss)/Profit attributable to owners of the parent (3,261) (16,848) EQUITY

Equity attributable to owners of the parent
Total comprehensive (loss)/income attributable to owners of the parent (3,261) (16,848) Issued capital 15 144,011 143,174

Reserves 16 1,392 3,062
(Loss)/Earnings per share (cents per share) Accumulated losses (128,930) (126,474)
Basic (loss)/earnings per share 6 (0.5) (2.5) TOTAL EQUITY 16,473 19,762
Diluted (loss)/earnings per share 6 (0.5) (2.5)

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

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

For the year ended 31 December 2020

Consolidated

31 Dec 2020 31 Dec 2019
Note $'000 $'000

Cash flows from operating activities

Payments to suppliers and employees (3,340) (17,598)
Interest received 25 765
Other income 52 -
Net cash flows (used in)/provided by operating activities 7 (3,263) (16,833)
Cash flows from investing activities

Purchase of property, plant and equipment (13) (105)
Proceeds from the sale of financial assets 1,499 17,651
Proceeds from the sale of property, plant and equipment - 5
Net cash flows used in investing activities 1,486 17,551
Cash flows from financing activities

Proceeds from issue of shares 31 -
Capital raising cost - -
Payments of lease liability principal (114) -
Net cash flows from financing activities (83) -
Net (decrease)/increase in cash and cash equivalents (1,860) 718
Cash and cash equivalents at beginning of the year 2,815 2,111
Net foreign exchange differences (16) (14)
Cash and cash equivalents at the end of the year 7 939 2,815

Consolidated Statement
of Changes in Equity

CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2020

Consolidated

Attributable to equity holders of the parent

Other
Issued Accumulated Reserves
capital Losses Note 16 Total
Note $'000 $'000 $'000 $'000
As at 1 January 2019 143,174 (109,809) 2,660 36,025
Net loss for the year - (16,834) - (16,834)
Other comprehensive income - - (14) (14)
Total comprehensive gain/(loss) for the year - (16,834) (14) (16,848)
Issue of share capital 15 - - - -
Cost of capital raising 15 - - - -
Share-based payments 15 & 16 - - 585 585
Exercise of Condtional Share Awards 15, 16 & 17 - - - -
Expiry of Options 16 & 17 - 169 (169) -
As at 31 December 2019 143,174 (126,474) 3,062 19,762
Net loss for the year - (3,245) - (3,245)
Other comprehensive income - - (16) (16)
Total comprehensive gain/(loss) for the year - (3,245) (16) (3,261)
Issue of share capital 15 192 - - 192
Cost of capital raising 15 - - - -
Share-based payments 15& 16 - - (220) (220)
Exercise of Conditional Share Awards 15,16 & 17 645 - (645) -
Expiry of Options 16 & 17 - 789 (789) -
As at 31 December 2020 144,011 (128,930) 1,392 16,473

The above Consolidated Statement of Cash Flows should be read in conjunction with the accompanying notes.
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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 2020 was authorised for
issue in accordance with a resolution of the Directors dated 18 June 2021, which was approved on 22 June 2021.

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. (Petrovis) is a major shareholder of the Company, holding approximately 21.44% of the
shareholding at the year end of 2020.

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of preparation

This financial report complies with International Financial Reporting Standards (IFRS) as adopted by the European
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
estimated 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 $3.25 million (2019: $16.83 million loss) and experienced net cash outflows from
operating activities of $3.26 million (2019 outflow: $16.83 million). In addition, as outlined in Note 18(b) the
Group is required to meet minimum exploration commitments on its Block XX Production Sharing Contract
(PSC) of approximately $6.96 million as of 31 December 2021. The Company has reached an agreement with the
Mineral Resources and Petroleum Authority of Mongolia (MRPAM) that this underspent minimum exploration
commitment can be transferred to and spent on exploration and appraisal activities during the exploitation
period. The documentation confirming this agreement is currently being formalized. The Company'’s application
for a 25-year Exploitation Licence (EL) for Block XX is at an advanced stage with approval expected in the near
future. Once the EL is obtained, the Company will be in a position to initiate a fundraise for appraisal and
development of the Heron discovery, including expenditure to satisfy the aforementioned shortfall.

The delay in EL approval and requirement for a fundraise to commence appraisal and development activities
are conditions that indicate a material uncertainty that may cast significant doubt over the Group's ability to
continue as a going concern.

The Company’s current cash balance is insufficient to continue operations beyond July 2021. To address this
situation, the Company’s largest and founding shareholder, Petrovis has agreed to make available to the Company
a loan of up to $1.5 million, against which the Company can draw funds as required. This facility ensures the
Company will be able to operate until late 2022, if unexpectedly, the EL is not approved in the near-term.

Although the Company is fully funded for its planned activities in 2021, the ability of the Group to continue as a

going concern beyond 2021 is principally dependent upon one or more of the following:

*  Obtaining approval from the Ministry of Mining and Heavy Industry (MMHI) the Block XX Exploitation
Licence;

*  Raising additional equity;

*  Securing farm-out agreements to fund operations beyond 2021.

The Company handed back its Block IV PSC with no financial commitment remaining and MRPAM has approved
the return of the Block.

Cumulative expenditures to end 2020 in Block V exceed financial commitments by $3.90 million. In 2020, the
Company relinquished 13,206.41 sq kms of the Block (retaining 7,936.95 sq kms) and this has been formally
approved by MRPAM. The Company applied for moratoria on Block V for both 2020 and 2021 which have been
approved by MRPAM. The Block V PSC exploration term is now due to expire in July 2023.

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.
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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 2022 and, therefore, whether it will realise its assets
and discharge its liabilities in the normal course of business and at amounts stated in the financial report.

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

(d) Application of new and revised Accounting Standards

Accounting Standards that are mandatorly effective for the current reporting year

The Group has adopted all of the new and revised Standards and Interpretations issued by the Australian

Accounting Standards Board (AASB) that are relevant to its operations and effective for an accounting period

that begins on or after 1 January 2020. New and revised Standards and amendments thereof and Interpretations

effective for the current year that are relevant to the Group include:

*  AASB 2018-6 Amendments to Australian Accounting Standards — Definition of a Business

*  AASB 2018-7 Amendments to Australian Accounting Standards — Definition of Material

*  AASB 2019-1 Amendments to Australian Accounting Standards — References to the Conceptual Framework

e AASB 2019-3 Amendments to Australian Accounting Standards — Interest Rate Benchmark Reform

*  AASB 2019-5 Amendments to Australian Accounting Standards — Disclosure of the Effect of New IFRS
Standards Not Yet Issued in Australia.

The Directors have determined that there is no material impact of the new and revised Standards and
Interpretations on the Group and, therefore, no material change is necessary to Group accounting policies.

Standards and Interpretations (n (ssue not yet adopted

At the date of authorisation of the financial statements, the Group has not applied the new and revised Australian
Accounting Standards, Interpretations and amendments that have been issued but are not yet effective. Based
on a preliminary review of the standards and amendments, the Directors do not anticipate a material change
to the Group's accounting policies, however further analysis will be performed when the relevant standards are
effective.

(e) Basis of consolidation

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

*  has power over the investee;

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

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

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

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

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

(f) Foreign currency translation
Functional and presentation currency

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

Transactions and balances

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

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

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

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

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

Translation of subsidiaries’ functional currency to presentation currency

The results of the Mongolian subsidiaries are translated into USD (presentation currency) as at the date of each
transaction. Assets and liabilities are translated at exchange rates prevailing at the reporting date.

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

On consolidation, exchange differences arising from the translation of the net investment in Mongolian
subsidiaries are recognised in other comprehensive income and accumulated in the foreign currency translation
reserve. If a Mongolian subsidiary was sold, the proportionate share of exchange difference would be transferred
out of equity and recognised in profit and loss.
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(g) Cash and cash equivalents
Cash and short-term deposits in the statement of financial position comprise cash at bank and in hand and

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

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

(h) Trade and other receivables

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

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

Collectability of trade receivables is reviewed on an ongoing basis. An impairment provision is recognised
when there is objective evidence that the Group will not be able to collect the receivable. Objective evidence of
impairment includes financial difficulties of the debtor, default payments or debts more than 60 days overdue.
The amount of the impairment loss is the amount by which the receivable carrying value exceeds the present
value of the estimated future cash flows, discounted at the original effective interest rate.

(i) Plant and equipment

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

Depreciation is calculated on a straight-line basis over the estimated useful life of the asset and is currently
estimated to be an average of 6 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
provisions to the instruments. For financial assets, this is equivalent to the date that the Company commits itself
to either purchase or sell of 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
immediately. 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
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liability in orderly transaction between market participants at the measurement date. Where available, quoted
prices in an active market are used to determine fair value. In other circumstances, valuation techniques are
adopted.

Amortised cost is calculated as (i) the amount at which the financial asset or financial liability is 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.

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 reliably
predicted, the contractual term) of the financial instrument to the net carry amount of the financial asset or
financial 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
performance evaluation where a group of financial assets is managed by key management personnel on a
fair value basis in accordance with a documented risk management or investment strategy. Such assets are
subsequently measured at fair value with changes in carrying value being included in profit or loss if electing
to choose ‘fair value through profit or loss’ or other comprehensive income if electing ‘Fair value through other
comprehensive income'.

(i)  Financial Liabilities

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

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

Fair value

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

Derecognition

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

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

(I) Exploration and evaluation expenditure

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

(m) Exploration and evaluation assets

Exploration and evaluation assets arising out of business combinations are capitalised as part of deferred
exploration 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 individual
asset, unless the asset’s value in use cannot be estimated to be close to its fair value less costs to sell and it does
not generate cash inflows that are largely independent of those from other 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
indicators of impairment arise, typically when one of the following circumstances apply:

*  Unexpected geological occurrences that render the resource uneconomic;

e Title to asset is compromised;

e Variations in prices that render the project uneconomic; or

e Variations in the currency of operation.
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(o) Trade and other payables

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

(p) Provisions

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

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

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

(q) Leases
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
commencement 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;

e 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

e payments of penalties for terminating the lease, if the lease term reflects the exercise of an option to
terminate 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.
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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
underlying asset.

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 equipment)
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
investment in the leases. When a contract is determined to include lease and non-lease components, the Group
applies 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 conditions
are not taken into account.
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The cost of equity-settled transactions is recognised as an expense on a straight-line basis, together with a
corresponding increase in equity, over the period in which they vest.

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

e 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
substantively enacted by the reporting date. Current tax for current and prior years is recognised as a liability (or
asset) to the extent that it is unpaid (or refundable).

Deferred tax

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

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

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the year(s) when
the asset and liability giving rise to them are realised or settled, based on tax rates (and tax laws) that have
been enacted or substantively enacted by reporting date. The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the manner in which the consolidated Group expects, at
the reporting date, to recover or settle the carrying amount of its assets and liabilities.
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Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same taxation
authority and the Company intends to settle its current tax assets and liabilities on a net basis.

Current and deferred tax for the year

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

(v) Earnings per share

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

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

e Costs of servicing equity (other than dividends);

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

e Other non-discretionary changes in revenues or expenses during the year that would result from the
conversion 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
assumptions based on experience and other factors, including expectations of future events that may have an
impact on the Group. All judgments, estimates and assumptions made are believed to be reasonable based on
the most current set of circumstances available to management. Actual results may differ from the judgments,
estimates and assumptions.

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

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

The Group measures the cost of equity-settled transactions with Directors and employees at the fair value of
the equity instruments at the date at which they are granted. The fair value is determined using a Black Scholes
model. One of the inputs into the valuation model is volatility of the underlying share price which is estimated
on the 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
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equal to book value. At the point that it is determined that any capitalised exploration and evaluation expenditure
is not recoverable, it is written off.

Going Concern

The Group assesses the going concern of the Group on a regular basis, reviewing 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
reviewed 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 financial
report, to manage and allocate their resources. Based on the information provided to the Board of Directors, 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 2020 31 Dec 2019

$'000 $'000
(a) Revenue
Interest Income 25 765
Other income:
Other income 39 4
64 769
(b) Employee benefits expense
Included in employee benefits expense are the following:
Wages and salaries 1,471 2,708
Bonuses = 269
Non-Executive Directors’ fees (including Directors of affiliates) 96 166
Consultancy fees 251 364
Share-based payments (220) 585
1,598 4,092
(c) Exploration and evaluation expenditure
Exploration and evaluation expenditure relates to the following PSCs:
Block XX 404 10,726
Blocks IV and V 29 190
433 10,916

The Company handed back its Block IV with no financial commitment remaining and MRPAM has approved the
return of the Block.
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(d) Other expenses 6 (LOSS)/EARNINGS PER SHARE
Included in other expenses are the following:
Administration costs 494 1,161
PSC administration costs 345 745 The following reflects the loss and share data used in the total operations basic and diluted (loss)/earnings per
Audit fees 84 83 share computations:
Travel expenses 51 302 Consolidated
S0 2,291 31 Dec 2020 31 Dec 2019
cents per share cents per share
Basic (loss)/earnings per share (0.5) (2.5)
5 INCOME TAX Diluted (loss)/earnings per share (0.5) (2.5)
$'000's $'000's
Consolidated The loss and weighted average number of ordinary shares used in the calculation
31 Dec 2020 31 Dec 2019 of basic and diluted (loss)/earnings per share are as follows:
$'000 $'000
Income tax recognised in the statement of profit or loss: Net (loss)/profit attributable to owners of the parent (3,245) (16,834)

Weighted average number of ordinary shares for the purposes of diluted (loss)/
Tax expense/(benefit) comprises: earnings per share (in thousands) 675,284 662,196
Current tax expense/(benefit) = -

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

Weighted average number of ordinary shares for the purposes of basic (loss)/
earnings per share (in thousands) 675,284 662,196

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

7 CASH AND CASH EQUIVALENTS

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 2020 31 Dec 2019

Consolidated

$'000 $'000
e 31Dec2019 Cash at bank and in hand 939 2815
Note $'000 $'000
- 939 2,815
Net (loss)/profit for the year (3,245) (16,834)
Cash at bank and in hand earns interest at fixed and floating rates based on prevailing bank rates, and the fair
Income tax benefit calculated at 10% 0] 325 1,683 value of the above cash and cash equivalents is $939,000 (2019: $2,815,000) due to the short-term nature of the
Effect of different tax rates on entities in different jurisdictions (i) (95) (245) instruments.
Change in unrecognised deferred tax assets (230) (1,438)

(i) The tax rate used in the above reconciliation is the corporate tax rate of 10% payable by Mongolian
corporate entities on taxable profits up to 6 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 lIslands 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.
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Reconciliation from the net gain/(loss) after tax to the net cash flows from operations:

Consolidated
31 Dec 2020 31 Dec 2019

$'000 $'000

Net (loss)/gain after tax (3,245) (16,834)
Adjustments for:

Depreciation and amortisation 224 174
Consultancy fee 161 -
Share based payments (220) 585
Unrealised foreign exchange (gains)/ losses 7 6
Changes in assets and liabilities

Decrease/(increase) in trade and other receivables 13 (14)
Decrease/(increase) in prepayments (67) 47
Decrease/(increase) in inventory 2 (13)
Increase/(decrease) in trade and other payables (138) (784)
Net cash flows used in operating activities (3,263) 16,833

Non-cash investing and financing activities

There were no non-cash investing or financing activities undertaken in the 2020 financial year or prior year,
other than the exercise of Conditional Share Awards of $0.838 million (2019: nil).

8 TRADE AND OTHER RECEIVABLES

Consolidated

31 Dec 2020 31 Dec 2019
$000 $'000

Current
Other debtors 10 23

10 23

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

9 PREPAYMENTS

Consolidated

31 Dec 2020 31 Dec 2019
$'000 $'000
Prepayments 222 155

222 155
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10 FINANCIAL ASSETS

Consolidated
31 Dec 2020 31 Dec 2019
$'000 $'000
Long Term Deposits 11 1,510
11 1,510

The Group holds term deposits with an average weighted interest rate of 1.8%. 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 2020 31 Dec 2019
$'000 $'000
Raw materials 224 226
224 226

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

12 EXPLORATION AND EVALUATION ASSETS

Consolidated
31 Dec 2020 31 Dec 2019

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

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

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

equal to book value.

Management have reviewed for impairment indicators on Block XX and no impairment has been noted.
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During 2020, the Company was focused on providing all necessary documentation to the Mongolian regulator
in an effort to obtain approval for its Exploitation Licence application, which would then enable development
of its 2019 Heron discovery in the northern area of Block XX. When the Exploitation Licence is approved, the
Company will be able 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 AND RIGHT-OF-USE ASSET

Consolidated

31 Dec 2020 31 Dec 2019

$'000 $'000
Plant and equipment at cost 831 917
Accumulated depreciation and impairment (686) (657)
145 260
Right-of-Use asset 139 -
Accumulated depreciation — Right-of-Use asset (103) -
36 -

Reconciliation of carrying amounts at the beginning and end of the year:
Plant and Right-of-Use

equipment asset fotal
A Total Total fotal
‘000

$'000 $'000 $
As at 1 January 2019 (net of accumulated depreciation) 340 - 340
Additions 105 - 105
Disposals (5) - (5)
Foreign exchange (6) - (6)
Depreciation charge for the year (174) - (174)
As at 31 December 2020 (net of accumulated depreciation) 260 - 260
Additions 13 139 152
Foreign exchange 7) - 7
Depreciation charge for the year (121) (103) (224)
As at 31 December 2020 (net of accumulated depreciation) 145 36 181

The following useful lives are used in the calculation of depreciation: Plant and equipment — 2 to 10 years
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Consolidated

31 Dec 2020 31 Dec 2019
$'000 $'000
Trade payables 364 502
Lease liability 25 R
389 502

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

15 ISSUED CAPITAL

Consolidated

31 Dec 2020 31 Dec 2019

$'000 $'000

Ordinary Shares

681,422,306 shares issued and fully paid

(2019: 662,196,306) 144,011 143,174

144,011 143,174
Movements in ordinary shares on issue:
Number of Issue $000
Shares Price $

As at 1 January 2019 662,196,306 143,174
No transaction during 2019 -
As at 31 December 2019 662,196,306 143,174
Exercise of Conditional Share Awards on 3 January 2020 (note (a)) 7,954,000 $0.010 80
Exercise of Conditional Share Awards on 12 February 2020 (note (b)) 3,039,000 $0.010 30
Exercise of Conditional Share Awards on 17 June 2020 (note (c)) 1,100,000 $0.010 11
Exercise of Conditional Share Awards on 2 July 2020 (note (d)) 3,200,000 $0.010 32
Exercise of Conditional Share Awards on 24 August 2020 (note (e)) 616,000 $0.010 6
Exercise of Conditional Share Awards on 24 December 2020 (note (f)) 3,317,000 $0.010 33
Capital raising cost -
Exercise of Awards 645
As at 31 December 2020 681,422,306 144,011
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(@ On 3 January 2020, 7,954,000 shares were allotted to Directors and an employee upon exercise of
Conditional Share Awards under the Group's Long Term Equity Incentive Plan (Plan), with an exercise price per
share of $0.01.

(b) On 12 February 2020, 3,039,000 shares were allotted to employees upon exercise of Conditional Share
Awards under the Group's Plan, with an exercise price per share of $0.01.

(¢)  On 17 June 2020, 1,100,000 shares were allotted to an employee upon exercise of Conditional Share Awards
under the Group's Plan, with an exercise price per share of $0.01.

(d) On 2 July 2020, 3,200,000 shares were allotted to an employee upon exercise of Conditional Share Awards
under the Group's Plan, with an exercise price per share of $0.01.

(e) On 24 August 2020, 616,000 shares were allotted to an employee upon exercise of Conditional Share
Awards under the Group's Plan, with an exercise price per share of $0.01.

(f)  On 24 December 2020, 3,317,000 shares were allotted to Directors and an employee upon exercise of
Conditional Share Awards under the Group's Plan, with an exercise price per share of $0.01.

16 RESERVES

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

Merger Eqwt.y Foreign Total
benefits currency
reserve reserve translation
$'000 $'000 $'000 $'000
As at 1 January 2019 831 3,018 (1,189) 2,660
Currency translation differences - - (14) (14)
Expiry of Options - (169) - (169)
Exercise of Awards - - - -
Share based payments - 585 - 585
As at 31 December 2019 831 3,434 (1,203) 3,062
Currency translation differences - - (16) (16)
Expiry of Options - (789) - (789)
Exercise of Awards - (645) - (645)
Share based payments - (220) - (220)
As at 31 December 2020 831 1,780 (1,219) 1,392
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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
issued plus the fair value of any other consideration, and the nominal value of the shares received in exchange
are recorded as a movement on other reserves in the consolidated financial statements.

Equity benefits reserve

The equity benefits reserve is used to record the value of Options and Conditional Share Awards provided to
employees and Directors as part of their remuneration, pursuant to the Group’s Long-Term Equity Incentive Plan
(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.

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

performance conditions:

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

e 25% vest on the first production of oil on a commercial scale, estimated by management as being by 31
December 2023; and

*  50% vest on the Company achieving the sale of 1 million barrels of oil, estimated by management as being
by 31 December 2024.
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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 2019 and 2020.

(c) Movement in Share Options

The weighted average fair value for all Options in existence as at 31 December 2020 is 0.91 (2019: 0.85).

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
Opening Granted Forfeited  Exercised Closing Exercisable
balance at  during the  during the during  balance as at as at
Consolidated 1Jan 2020 year year theyear 31 Dec 2020 31 Dec 2020
Grant of Options on 9 July 2010 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
800,000 - (251,400) - 548,600 548,600
Weighted Average Exercise Price
(cents per option) 96.52 - 70.00 - 108.67 108.67
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(d) Share Options contractual life

The weighted average remaining contractual life of outstanding share Options is 1 year (2019: 1.5 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 2019 and 2020, along with relevant
details in relation to the grant.

Q) (M

18 Dec 19 4 May 20
Conditional Share Awards granted 14,926,000 4,300,000
Share price at grant date $0.0425 $0.0300
Expected Volatility (%) 57 51
Risk-free interest rates (%) 0.75 0.10
Expected life (years) 10 10
Exercise Price $0.01 $0.01
Estimated fair value of each Conditional Share Award at the grant date $0.0364 $0.0237

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 2020 is 0.85 (2019: 0.15)

Opening Granted Exercised  Forfeited Clreeting] ZCTEERLE

balance at dliihgithe dUringlthe aliing balance as as at

1 January at 31 Dec 31 Dec
Consolidated 2019 year year ST 2019 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 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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Opening Granted Exercised L Closing Exercisable

balance at AT L Gl NG balance as as at

1 January at 31 Dec 31 Dec
Consolidated 2020 year year SR YT 2020 2020
Grant of Conditional Share Awards on 3 Jun 2008 515,000 - - (250,000) 265,000 -
Grant of Conditional Share Awards on 8 Apr 2009 80,000 - - - 80,000 -
Grant of Conditional Share Awards on 9 Jul 2010 647,000 - - (225,000) 422,000 -
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 - - (150,000) 400,000 -
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 18 Dec 2019 14,926,000 - (14,926,000) - - -
Grant of Conditional Share Awards on 4 May 2020 - 4,300,000 (4,300,000) - - 14,926,000

17,404,600 4,300,000 (19,226,000) (625,000) 1,853,600

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

(g) Conditional Share Awards contractual life

The weighted average remaining contractual life of outstanding Conditional Share Awards is 7.5 years (2019:
9.8 years).

(h) Summary of Share Based Payments

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

Consolidated
31 Dec 2020 31 Dec 2019

Note $'000 $'000
Vesting of Awards and Options 17 (220) 585
(220) 585
Lapsed Options 17 (789) -
(789) -
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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.

The Group has committed to office and warehouse lease in Mongolia in the amount of $58,000 for 2020.

Consolidated

31 Dec 2020 31 Dec 2019
$'000 $'000

Operating Leases:

Within one year 58 R
After one year but not more than five years = -
Greater than five years > -

58 -

(b) Exploration expenditure commitments

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

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

Consolidated
31 Dec 2020 31 Dec 2019

$'000 $'000
Production Sharing Contract Fees:
Within one year 184 273
After one year but not more than five years 112 112
Greater than five years - -
296 385

Minimum Exploration Work Obligations:
Within one year 7,427
Greater than one year but no more than five years -
Greater than five years 6,956 -

6,956 7,427
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(c) Contingencies

On 5 August 2016, Shell through its Affiliate company announced it would be withdrawing from Blocks IV and V
in West/Central Mongolia. As part of the negotiations leading to formal Mongolian Government approval of the
reassignment of interest from Shell’s Affiliate to the Company's Affiliate, Shell agreed to a payment of $5 million
to be remitted to the Company's Affiliate upon such government approval being received. A condition to the
payment by Shell is that the proceeds are required to be repaid to Shell by the Company in the event a farmout
is concluded in future prior to the development of either Block IV or V (Block IV has since been relinquished by
the Company in its entirety). 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
subsidiaries listed in the following table:

Equity Interest

2020 2019
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 (Capcorp) was acquired on 12 November 2007. Petro Matad
Limited holds 43,340,000 ordinary shares of $0.01 each.

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. (Petrovis) is a major shareholder of the Company, holding approximately 21.44% of the
shareholding at year end of 2020.
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20 KEY MANAGEMENT PERSONNEL

(a) Details of Directors

The names of the Company’s Directors, having authority and responsibility for planning, directing and controlling
the activities of the Group, in office during 2019 and 2020, are as below:

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

Directors

Enkhmaa Davaanyam Non-Executive Chairperson

John Rene Henriksen Chief Financial Officer (Retired 31 December 2020)
Timothy Paul Bushell Non-Executive Director

Michael James Buck Chief Executive Officer

Shinezaya Batbold Non-Executive Director

(b) Compensation of Directors

Consolidated

31 Dec 2020 31 Dec 2019

$'000 $'000
Short-term employee benefits 681 1,257
Post-employment benefits - -
Share based payment expense 6 102
687 1,359

(c) Other key management personnel transactions

There were no other key management personnel transactions during the year (2019: Nil).
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21 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

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

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

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

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 2020 31 Dec 2019
Average Int. rate $'000 $'000
Financial Assets
Cash and cash equivalents 0.33% 939 2,815
*QOther financial assets 1.51% 11 1,510
950 4,325
Trade and other receivables 0% 10 23
960 4,348
Financial Liabilities
Trade and other payables 0% 364 502
364 502
Net exposure 596 3,846

*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 2019 and 2020 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
transactions.

The following significant exchange rates applied during the year:

Spot rate at the

Average rate balance date
usb 2020 2019 2020 2019
Mongolian Tugrug (MNT) 1 2,813.05 2,663.31 2,849.51 2,733.52
Australian Dollar (AUD) 1 1.466224 1.438632 1.305016 1.425832
Great British Pound (GBP) 1 0.780108 0.783349 0.736474 0.758392

Sensitivity Analysis
A 5% strengthening/weakening of the MNT against USD at 31 December 2019 and 2020 would not have a
material effect on profit and loss or on equity.

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

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial 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 2020 31 Dec 2019

Note $'000 $'000
Financial Assets
Trade and other receivables 8 10 23
Net exposure 10 23

Impairment Losses
None of the Group's receivables are past due at 31 December 2020 (2019: 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 0.33% 939 - - - 939
Trade and other receivables - 10 - - - 10
Financial Assets 1.51% 11 - - - 11
As at 31 December 2020 960 - - - 960
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
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The remaining contractual maturities of the Group’s and parent entity’s financial liabilities are:

Consolidated

31 Dec 2020 31 Dec 2019

Note $'000 $'000
6 months or less 364 502
6-12 months - -
1-5 years = -
over 5 years = -
364 502

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 2020

Level 1 Level 2 Level 3 Total
Financial Assets
Trade and other receivables - 10 - 10
Total - 10 - 10
Financial Liabilities
Trade and other payables - 364 - 364
Total - 364 - 364

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

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
Mongolia and operations of the Company.

The Group is not subject to externally imposed capital requirements.

23 EVENTS AFTER THE REPORTING DATE

The Company's largest and founding shareholder, Petrovis Matad Inc. (Petrovis) has agreed to make available
to the Company a loan facility of up to $1.5 million, against which the Company can draw funds as required.

On 16 March 2021, MRPAM's Technical Committee approved an Exploitation Area of 218.2 sq km in Block XX.
This area will be enshrined within the formal Exploitation Licence when awarded by the Mongolian Government.

On 17 June 2021, Petro Matad Singapore Pte. Ltd a wholly owned subsidiary of the Company was incorporated
in Singapore.

24 AUDITORS’ REMUNERATION

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

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

Consolidated

31 Dec 2020 31 Dec 2019
$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 43
- other services in relation to the entity and any other entity in the Group - -
43 43
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 - -
41 40
84 83

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 2020 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
Mike Buck

Director
22 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 2020, 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 2020 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 $3.25 million during the year ended 31 December 2020. 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.

A member of Bentleys, a network of independent accounting firms located throughout Australia, New Zealand and China that trade

0
“‘a\ as Bentleys. All members of the Bentleys Network are affiliated only and are separate legal entities and not in Partnership. Liability
GLOBAL. limited by a scheme approved under Professional Standards Legislation.

ittt s

Bentleys

THINKING AHEAD

Bentleys Audit & Corporate
(WA) Pty Ltd

London House

Level 3,

216 St Georges Terrace

Perth WA 6000

PO Box 7775
Cloisters Square WA 6850

ABN 33 121 222 802

T +61 8 9226 4500
F +61 8 9226 4300

bentleys.com.au

P Advisors
Accountants
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Basis for Opinion

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

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

Key Audit Matters

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

Key audit matter How our audit addressed the key audit matter

Exploration and evaluation $15.28 million

(Refer to Note 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 2020) > 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;

4 substantive expenditure for  further
exploration in the specific area is neither

budgeted or planned’
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Key audit matter How our audit addressed the key audit matter

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

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

development or sale.

Exploration and Expenditure Commitments
Production Sharing Contract Fee: $0.30 million
Minimum Exploration Work Obligations: $6.96 million
(Refer Note 18b Exploration Expenditure Commitments)

As disclosed in Note 18b Petro Matad Limited has minimum  Our procedures included, amongst others:

spend obligations under the terms of its Petroleum Sharing Obtaining the Petroleum Sharing Agreements for
Contracts with the Petroleum Authority of Mongolia. This has each block and agreeing the contract fees and work
been determined a Key Audit Matter as adherence to these obligations to the relevant calculations.

requirements is required for Petro Matad Limited to maintain > Recalculating the disaggregation of total amounts

the rights for exploration and thus its principal activity. due and comparing to the breakdown disclosed of
amounts due in each subsequent period.

Ensuring amounts disclosed represent future
obligations and that no present obligations at year
end are included.

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

disclosed.

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 2020, but does not include the
financial report and our auditor’s report thereon.

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

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

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

Responsibilities of the Directors for the Financial Report

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

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

Auditor’s Responsibilities for the Audit of the Financial Report

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

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

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

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

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

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

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

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

bertlo s Ol

BENTLEYS CHRIS NICOLOFF ca
Chartered Accountants Partner

Dated at Perth this 22" day of June 2021
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