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Enkhmaa Davaanyam

Chairperson

Ms. Enkhmaa is the CEO of Petrovis Group, Mongolia’s largest fuel
supplier. She 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, 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.
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 40 years' experience in the oil
and gas industry. He has worked for British Gas, Ultramar, LASMO, and Paladin
Resources. Tim was Chief Executive Officer at Falkland QOil and Gas Limited
and Director/co-founder of Core Energy AS (now part of Var Energi AS). He is
currently serving as Non-Executive Chairman of Wentworth Resources PLC and
is also a Director of Redrock Energy Limited. Tim holds a BSc in Geology from
the University of Liverpool and an MSc from the University of Reading.
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Your Directors submit their report for the year ended
31 December 2021.

Petro Matad Limited (Company) incorporated in
the Isle of Man on 30 August 2007 has five wholly
owned subsidiaries, which are: Capcorp Mongolia
LLC and Petro Matad LLC (both incorporated in
Mongolia), Central Asian Petroleum Corporation
Limited (Capcorp) and Petromatad Invest Limited
(both incorporated in the Cayman Islands) and
Petro Matad Singapore Pte. Ltd. (incorporated in
Singapore). 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
*  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 2021 was $2.12 million
(31 December 2020: Loss $3.25 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

The Company's largest and founding shareholder,
Petrovis Matad Inc. (Petrovis) 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 4 May 2021, MRPAM approved an Exploitation
Area of 218.2 sq km in Block XX. This area has been
enshrined within the formal Exploitation Licence
awarded by the Ministry of Mining and Heavy
Industry on 5 July 2021.

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

On 5 July 2021, the Company was granted
Exploitation License over Block XX (for a 25-year
period, extendable for up to 10 years).

On 22 July 2021, the Company concluded a placing
by issuing 89,988,470 shares at a price of GBP0.035
per share arranged through its nominated adviser
and joint book runner and broker for the purposes
of the Placing, Shore Capital.

On 22 July 2021, the Company concluded a placing
by issuing 65,252,142 shares at a price of GBP0.035
per share arranged through its joint book runner for
the purposes of the Placing, Arden.

On 22 July 2021, the Company concluded a placing
by issuing 14,285,714 shares at a price of GBP0.035
per share through a retail offering via Primary Bid.

On 6 August 2021, the Company issued 45,384,218
shares through direct subscriptions at a price of
GBPO0.035 per share.

On 6 August 2021, the Company issued 2,169,649
shares through Open Offer to shareholders at a
price of GBP0.035 per share.

On 20 December 2021, 259,150 shares were issued
to Directors and employees upon exercise of

Conditional Share Awards under the Group's Long
Term Equity Incentive Plan (Plan), with an exercise
price per share of USD0.01.

Significant Events after Reporting Date

None.

Dividends

No dividends have been paid or are proposed in
respect of the year 2021 (2020: Nil).

Future Developments

The Group's strategy is focused on oil exploration
and the development of discoveries in Mongolia
and the Group will continue to pursue exploration
projects within high-graded exploration areas in
Mongolia.

Indemnification of Officers and
Auditors

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

Environmental Regulation

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

Auditors

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

DIRECTORS’' REPORT

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
27 June 2022
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SUMMARY

Against the backdrop of continuing global impacts
of the Covid-19 pandemic, the Company’s focus
during early 2021 was securing the approval for the
Plan of Development (PoD) for the Heron discovery
and subsequently obtaining the Exploitation Licence
for Block XX. The procedure under Mongolian law
for securing an Exploitation Licence is long and
complex and has only been followed through to
award on two previous occasions. As a result, it was
a major achievement during 2021 for the Company
to secure only the third ever Exploitation Licence
awarded in Mongolia when the Minister for Mining
and Heavy Industry signed off in early July. When
applying for the licence, the Company was insistent
that the retained area should include not only
the Heron discovery but also the nearby Gazelle
discovery and the near field exploration potential.
The Mongolian government was open to this and
agreed to the retention of an area of 218km2 in
which further exploration and appraisal activity can
occur, focused on significant additional resource
potential, in parallel with development activities on
the Heron field.

With the Exploitation Licence secured, a successful
equity fundraise totalling $10.4 million was
completed by early August which allowed the
Company to commence contract negotiations with
infrastructure service providers and procurement of
equipment for the Heron development that targets
first oil from the completion of the Heron 1 well
in 2022. Agreement was reached with the industry
regulator, the Mineral Resources and Petroleum
Authority of Mongolia (MRPAM), to pursue export of
Heron crude through PetroChina’s nearby processing
and export facilities until Mongolia’s new domestic
oil refinery begins operations in the coming years.
Meetings were subsequently held with PetroChina
to commence commercial negotiations. The
preparations for the Company’s 2022 operational
activities are progressing well although China’s
Covid-19 restrictions and Mongolian land law
inconsistencies are impacting the timing of oil field
programmes for a number of operators, including
Petro Matad.

The 2021 moratorium on Block V continued to year-
end, so extending the expiry of the Exploration

Period under the Production Sharing Contract (PSC)
to July 2023. This allows the Company sufficient
time to pursue further drilling opportunities in
the acreage and, with success, time to secure an
Exploitation Licence on any discovery made.

The Company continued in its efforts to partner with
local and/or foreign companies on development
and exploration activities in Mongolia and held
several virtual data rooms during the year. It is
also pursuing a strategy to work up and apply for
new exploration/appraisal areas in Mongolia on
technically high graded areas. The Company also
took the decision to seek to expand its activities
in Mongolia into the sustainable and renewable
energy sector in addition to its ongoing work in the
oil and gas sector.

COVID-19

During 2021 the Covid-19 pandemic continued to
have a significant impact on the Company'’s ability to
operate but towards year end 2021 in-country travel
restrictions eased. International travel remained
problematic and border restrictions imposed by
China severely impacted the activities of other
operators in Mongolia during 2021. Most of the
oilfield support contractors are Chinese companies
and the zero Covid-19 policy in China has had a
large knock on effect for the oil industry in Mongolia.
The exact timing and execution of Petro Matad’s
planned 2022 operations will be impacted by these
restrictions which have remained in place well into
2022. Preparations are well advanced for operations
in the 2022 drilling season to be executed once the
border restrictions are eased or lifted.

LAND ACCESS

Petro Matad has been pushing for local and central
government action on the conflicts in the land laws
since they first impacted the Company’s activities in
2019. Recent progress and the elevation of the issue
to the highest level of government are positive but
the matters have still not been resolved and until
they are, the Company will not mobilise without
legally valid permits in place. We continue to push.

2021 REVIEW
HSSE

The Company's Health, Safety, Security and
Environmental Management System (HSSE MS)
continues in its improvement process which is
structured to follow International Association of
Oil and Gas Producers (IOGP) best practices and
guidelines and has been updated and expanded to
accommodate best practice in mitigating the impacts
of the Covid-19 pandemic. The Company's efforts
throughout the year have been very successful in this
regard. As per national and international 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 pleased to report that Petro
Matad along with its sub-contractors followed
all Mongolian national standards in all aspects
of the 2021 operations and that there were no
environmental incidents, lost time incidents or
recordable incidents during 2021.

With the Exploration Period of the Block XX PSC due
to expire in July 2021 and the relinquishment of all
acreage not incorporated within the Exploitation
Licence area, the technical and biological restoration
of previous drilling sites and related camp sites
were completed and inspected by officials from
Ministry of Mining and Heavy Industry (MMHI) with
participation from Ministry of Environment, MRPAM,
and Aimag and Soum officials. Subsequently Petro
Matad received the Handover Act which is the final
environmental document required to formalize the
relinquishment and return of the acreage to the
State.

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.

Operations

Following the approval of the Heron 1 Reserves
Report by Mineral Resources Professional Council
(MRPC) at 2020 year-end, the Company’'s focus
during early 2021 was securing the approval for the

DIRECTORS' STATEMENT

PoD and subsequently obtaining the Exploitation
Licence over the Heron discovery in Block XX before
the expiry of the Exploration Licence term. Navigation
of this process was not without challenges given
that nine years had passed since the last time this
process was used. With the support of MRPAM and
experts in the MMHI's Petroleum Division, the PoD
was approved, and the Exploitation Licence was
awarded in early July by resolution of the Minister
of Mining and Heavy Industry. This is a significant
milestone in the country’s petroleum industry being
only the third Exploitation Licence ever awarded.

With the proven reserves for the Heron field
registered in the Mineral Reserve Fund of Mongolia,
production from the Heron field is authorised by law
within the defined proven area. This area will expand
with further successful development and appraisal
drilling and with the acquisition of additional
3D seismic. With the use of modern completion
and stimulation technologies the Company aims
to achieve a minimum recovery factor of c. 30%
increasing the total recoverable potential of
Heron from 33 MMbo as certified in Leap Energy’s
Competent Persons’ Report to a value nearer
60 MMbo. Importantly, the Minister's resolution
awarding the Exploitation Licence confirmed the
exploitation area to be 218km?2. This area includes
the entirety of the extension of the proven Toson Uul
sub-basin into Block XX and during the Exploitation
Period, exploration and appraisal activity can occur
in parallel with development activities on the
Heron field. The Company assesses the near field
exploration potential of the area to be significant
with potential prospective recoverable resources in
the range 100 MMbo to 200 MMbo. This potential
can be targeted with new, low-cost exploration wells.
Success will allow the rapid tie-in of any additional
discoveries into the Heron processing and export
facilities at low cost.

During the latter part of 2021 the Company
embarked on the planning and procurement
processes aimed at commencing production from
Heron during 2022. This has entailed identifying all
the equipment and services required for converting
the Heron 1 discovery well into a production well
and establishing the surface production and
export facilities required. Drilling and 3D seismic
acquisition contract negotiations were also initiated.
In parallel, and as agreed with MRPAM, discussions
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have been held with PetroChina Daging Tamsag
LLC on a cooperation agreement by which Petro
Matad’s crude can be processed and exported via
PetroChina’s infrastructure in Block XIX to exploit
economies of scale and operating efficiencies. This
cooperation is being pursued on the basis of the
Memorandum of Understanding (MoU) previously
signed between the companies.

Production Sharing Contracts (PSCs)

Block XX: The award of the Exploitation Licence
secured a 218km? area around the Heron discovery
for 25 years (until 1 July 2046) with the option to
extend for two periods of five years each. The residual
area of the expired Exploration Licence (10,125 km?)
was relinquished following the procedures set by
the Mongolian government.

Block V: The 2021 moratorium on this acreage
ended at the close of the year and extended the
expiry of the Exploration Period of the PSC to 29 July
2023. The Company is confident that there remains
sufficient time on the licence to drill at least one
exploration well on the high graded Raptor trend
and, if successful, to gather sufficient data to support
an application for an Exploitation Licence to secure
the acreage around a discovery for development.
Discussions were held with drilling contractors to
determine potential timing and costs of activities
for drilling on the Raptor Trend, and the Company
progressed submission of an Environmental Impact
Assessment for drilling activities to the Ministry
of Environment in order to operate in 2022 and
beyond. This was subsequently approved.

New Areas: The Company is actively working on
detailed technical studies of new exploration acreage
where petroleum systems have been proven but also
where little exploration activity has occurred to date.
The aim is to re-load the acreage portfolio to create
a balance of production, development, appraisal,
near field and high impact exploration. Applications
for new acreage will be lodged at the appropriate
moment once the government's current plans to
revise the Petroleum Law are unveiled.

Sustainability opportunities

The Board of Petro Matad took the decision during
2021 for the Company to seek opportunities in
the sustainable and renewable energy sector in

Mongolia, in addition to its ongoing work in the
oil and gas sector. Work has been done this year
to better understand the technical and commercial
landscape of the renewable energy sector in country
which clearly has substantial potential for both wind
and solar power generation growth supported by a
government imperative to reduce carbon emissions.

Petro Matad is looking at renewable energy
possibilities to potentially deploy in its Heron
oilfield development and also the use of alternative
technologies to water injection for improving
recovery factors, thereby reducing usage of water, a
scarce and precious commodity in Mongolia.

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 focussed 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 2021, 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 in 2022.
Meetings with local communities will be arranged
well in advance of field operations.

CONCLUSION

During 2021 the Company has made landmark
progress in establishing itself as the first independent
Mongolian oil exploration and production company
with the award of the Block XX Exploitation Licence.
The operational focus has now shifted to starting
oil production and generating revenue as soon as
possible. The entire Company's staff are motivated
to move quickly and efficiently to the next stage of
the Company’s development.

ACKNOWLEDGEMENTS

The global pandemic continued to have a major
impact on the ability to perform operational activities
in Mongolia in 2021. Petro Matad used this time to
secure the Company's future with the award of the
Exploitation Licence over the Heron discovery and
progressed plans to achieve first oil in 2022.

The Directors would like to reiterate 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. Members of staff and
Directors willingly took significant pay cuts during
the Covid-19 pandemic to ensure that cash resources
were sufficient to see the Company through to the
award of the Block XX Exploitation Licence and this
underlines the loyalty and dedication of the Petro
Matad team. The Board looks forward to an exciting
period ahead as the Company transitions into an
exploration and production company.

The Board is fully committed to creating shareholder
value through both existing and potentially new
opportunities and would like to express its gratitude
to shareholders for their continued support of the
Company.

Board of Directors
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TY3-UWH r'MuYYaAmmH

vciakcipncly

TOBY ATYY/TA

Oanxuin  pasap KoBua-19 uap TaxablH - y3yyasx
Heneenen yprafxkuncasp OancaH Hexuens Tyc
KOMMaHWIH ron 30puaro Hb 2021 oHbl 3x33p “"LI3H
Toropyy” opgblH [a3pblH TOCHbI OpA aluraax,
yWin  axwnnaraaHol  Tenesneree  (TTOAYAT)-r
6atnyynax, ynmaap XX tanbang alwimrnantbiH Tycrai
3eBLUeepen aBax ABjasn 6arB. MOHron YACbIH Xyynb
TOITOOMXWIAH Aaryy raspblH TOCHbl alWUranTbliH
Tycrai 3eBLUO6P6e aBax Hb yjaaH, HapWIiH TEBOITIN
npouecc bangar 6erees eMHe Hb XOEp yzaa A
alWurnanTblH Tycrali 3eBLUeepen ONrorgox baricaH
TYYXT31. TUiiM U yupaac Yynyypxam, XyHA YA ABIPUIAH
caiig 2021 oHbl 7 gyraap capblH 3X33p alWUraanTbiH
Tycraii 3eBLUEEpPen OAroxX LWWAABIPT rapblH YyCar
3ypcHaap MoHron Yncag 3 gaxb alinrnanTbiH Tycran
36BLUGGPANNAT aBCaH Hb TYyC KOMMAHWUMH XyBbj,
2027 OHbl TOMOOXOH amxXunT 6arinaa. Tyc KomnaHu
Tycrai 3eBlUESPON aBax XYCINTId> rapraxjaa

20

awuvrnantelH - Tanbang “LsH  Toropyy” wuooHor
TOAWNTY TYYHUIA oMpoALoo oplumnx “LlaraaH 333p”
HI3NTUINH LOOHOT GONOH XaWryyiblH MOTEHUMan
6yxuii oripoaLoo Tanbawr 6artaaH opyynax Tasaap
NX33X3H XYUMH YapMaAT rapracHbl Yp AyH4 MoHron
YncblH 3acruiiH rasap 3H3 acyyAsbir HaaluTainraap
XY/133H aBY, “LI3H Toropyy” LLOOHOMMIAH alwmnraanTbiH
YW axuanaraatai 33parudH, Heeuwiur uaawwuj
YAIMK XIMKIDIIIP HIMITAYYN3X 30PUITO0P HIMINT
Xanryya, YH3IAM3HUA aXua rynuadTrax 6010MXKTON
218 km? Tanbaiir aBy YALIXUIAT 36BLLEEPCOH BUI2.

AwwnrnantelH  Tycrain 3eBlleepen aBcHaap 8
Jyraap capblH 3x33p HUAT 10.4 casd am AoanapbiH
XOPOHre opyy/nanTbil aMXUATTain 6ocrox, yamaap
TYC KOMMaHW Hb A34 OYTUMWAH axun rymusTrary
KOMMaHwyaTa rap33, xaaudn  bawvryynax, “LisH
Toropyy-1" LIOOHOTWIAT  TYML33H, raspbiH TOC
onbopaoxos Waapgargax TOHOT TOXeePeMXKYYANIAT
XyfanfaH aBax axI/bIr 3XAyya3x 60aoMx OypacaH

oM. MOHron YAcblH JOTOOAbIH TraspblH  TOC
60on0BCPYyyNax YUAABIPUNAT OMPbIH X3A3H XXUANAH
XyrauaaHz awwvrnantaHg opyynax xyptan  “LisH
Toropyy-1" LLOOHOrOOC 0NH6OPAOCOH raspblH TOChIT
onponuoo baripnax “MNeTpouaiiHa” KOMMAHWIH
TOC L3B3PLUYYAX, IKCMOPTAOX Banryynamxyypaap
JaMXKyynaH — 3KCMOPTOA — rapraxaap  raspbiH
TOCHbl acyyjan XapwuyLicaH TOPWAH 3axvpraaHsbl
6anryyanara 6yroy AWMWIT ManTMmas, ra3pbliH TOCHbI
razap (AMITI)-Tail TOXMPOILLOOHA XYPCIH. TyyHWI
fapaa ‘TleTpoyalHa”  KOMMaHWTal  X3N34U337
IXYYNIXIIP YAaa Aapaa yyn3anT XUNCIH.

KomnaHuinH 2022 oHbl YA axwuanaraaHbl 634Tran
KU aMXUATTal sBargaxk 6arraa 6oso0BU XaTag
ync gaxb KoBna-19-unidH xszraapnaant 6010H MoHron
YACbIH Ta3pblH Tyxall XyyauiH Xuigan He [eTpo
Martag 33par X34 X343H onepatop KOMMaHWyAbIH
raspblH TOCHbl Tanbaing sByynax xeTenbepyysuir
X3P3MKYY/I3X Liar XyralaaHsa Heneenx baliHa.

V tanbaiiH yiin axunnnaraar 2021 OHA Typ 30rCOOCOH
Hb OH AyycTan YPraxkKUAC3H Tyn “ByTaarasxyyH
xyBaax rap3d”  (BXIN-Hui  paryy  xalryysblH
axun payycax xyrauaar 2023 oHbl 7 pyraap cap
XYPT2A  CyHranaa. WHracH3p Tyc KOMMaHWMH
XyBb, TanbalH ©peMA/NerMinH axJsbir  Laaliung,
YPI3MKAYYASX, XaUryyablH axun amxuattai 60sx
HeeL, TOrTOOrABO alWINanTblH Tycra 3eBLUeepen
aBaxaj, XaHranTrain xyrauaa YAACIH 33T UTIAATIN
6aiiHa.

Tyc komnaHu Hb MoOHron Yncag raspbiH TOCHbI
Xanryyn 60M0H XOrKYyYy/A3nT A33p XamTpax rajaag,
JOTOOAbIH  KOMM@HWYAbIT  3P3/XMANCI3p  balraa
6erees XNANNH TYPLL X3/ X343H BUPTYalb Orer jniiH
epeer axwinyyncaH. Tyc komnaHu Hb MoHron
YACbIH eHAep WpP33AYATaI Baldk 6onox xanryyn/
TYPWUWATbIH TanbariHyyablr CyANaH, LUMH33P aBax
epregen raprax 6oasorbir GapuMTaaH axuanax
6aiHa. TyyHUN3H, TyC KOMNaHn MoHron Yacaa o400
ABYY/XK 6alraa ynn axunnaraaraa eprexyysasH
raspblH TOC, 6airanvinH xuilH canbapaac razHa
TOrTBOPTOW, CIPraI3rA3X IPUNM XYUYHWI canbapT MeH
YN axunnaraa sByysnaxaap LUNAABIPAICIH.

TY3-UAH FMMLWIYYAUAH M3A3raan

KOBWUA-19

2021 oHg KoBua-19 uap Taxan Hb KOMMAHWMH
YN axwunnaraa fByynax 6GONOALOOr HINIATYA
xf3raapnax 6GancaH 4 20271 OHbI 3U3C IX34 YAC
[OTOPX  30PUMX  XOANTeeHWN  XA3raapaanTbir
cynpyyncaH. ONOH YACbIH 30pYNX XOAOTOOHUN
acyyzan XyHAP3INTal x3B33p balicaH berees BHXAY-
blH TaflaaC TOrTOOCOH XWAWMH XA3raapaant Hb 2021
OHbl Typwua MoHron Ync pgaxb bycag onepatop
KOMMaHWYAbIH YA aXuanaraaHs Xy4Tan HeJee/CeH.
[a3pblH TOCHbI Tanbanz yMAYMAr33d y3yyasx TycnaH
TYALSTISNYAMIAH UX3HX Hb BHXAY-bIH KOMNaHuyg
berees Tyc yncag X3parkyyax 6arncaH Kosua-19
Luap Taxablr TarA3X 604710ro0 Hb MoOHron YAacbiH
raspbiH TOCHbI canbapT TOM LOXWUAT 6ok 6Gans.
Metpo Matag KoMnaHuiiH 2022 OHA X3P3rKYYyN3X33p
TONOBNOCOH VAN  aXuanaraaHbl TOZOPXOM Lar
xyrauaa, rymustrang 2022 oHp 4 racd3H Hancaap
6airaa 3Arasp xa3raapnantyys Heneenceep baliHa.
XWAWIAH xf3raapnanT cynpax 3CB3A  LyuaricaHbl
fapaa 2022 OHbl ©POMANSTUIAH yAnpang, ryMLITrax
63TI3A aXUIbIT XaHraATTan TYBWUMHA XMAr33z HaiHa.

FA3PbIH 36BLUGO6PON

2019 OHA KOMMaHWMH VAN  aXuanaraaHg aHx
HeneencHeec xolLw MNeTpo MaTaz KoOMMaHu raspbiH
Tyxal  XyyAUnH XWIAA3A, 3epunnTan  xonbooTown
acyypasniaap OpoH HyTr1iiH 6ON0H TEB 3acrninH raspaac
apra xam>33 aBaxbIr WaapAax npcaH. CyyaninH yes,
axuL, A3BLUUA rapy b6airaa 60A0H acyyasibir 3aCrminH
raspbliH 4334 TYBLUMHZA XYPT31 aB4 y33X GOJCOH Hb
HaawTaln 6oa0BY acyysan OypaH LIMAAITAIIMYM
X3B33p 6alHa. DH3 acyygan WWAAIMAIX XYPTIA
KomnaHn xyynb EcHbl 36BLUGSPOArYWrasp yin
axkunnaraaraa 3x13X bonomxryn 6erees 6ug
YP3IKAYYA3H acyyanbir xeeuengex bariHa.
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2021 OHbl TOUM

XepenmepwuiiH atoynryu 6aiipaan, spyyn
axy#, 6avranb opunH

KomnaHuinH XegenmepwuitH aroyaryin 6angan, spyyn
axyw, 6ainranb opumH (XABSABO)-HbI yanpanarbiH
cuctemuiir ONOH YACBIH Ta3pblH TOC, GanranuiiH
XA YANABIPASrYANMIAH xon600 (IOGP)-HbI winaasr
Typlunara, yanpaamx i HUNLYYA3H B0N0BCPYYIX,
Xenkyyax 6aviraa 6erees Kosua-19 uap TaxibiH
Hesneenannr  Byypyynax  WWAASM  TypLinarbir
HIBTPYY/I3X33P YI CUCTEMUIT LUMHIYMACIH. IH3
UYUIN3133P KOMMAHUIH XXUAUAH TypLU ABYYACaH YiAn
axunnaraa Mawl amXKUATTal X3P3MKCIH. YHAICHUN
60/MOH ONOH Y/CbIH CTaHAAPTYYAbIH MNPaKTUKUAH
aaryy XABSA-H M343313r4C3H 6yX TOXMONANYYAbLIT
IOGP yavpaaMxuinH garyy OypaH cyanaH 6yprrax,
aHrungar 6ailraa 6erees TyxallH TOXMOAAI00C
YYAC3H  CYPram>kuir MeHeXMEHTUNH  XAHaNTbIH
ABLLAZ HI3TTIM XyBaanauaar.

MeTpoMaTtag Hb TyCaH ryMusTrary KOMnaHuyabliHxaa
xamt 2021 oHg Byxuii 11 yinn axkunnaraaHgaa MoHron
YNCbIH CTaHAAPTYYAbIT MOPAGX axuanacaH 6ereeg,
2021 oHg, GaWranb OpPYUHbI 38PUN, X8A8TMEpPUIH
yaaBapaa angcaH 60/M0H anvBaa GYpPTrar4caH ocon
rapaarymr M343ra3x3/ Taatan 6ainHa.

ByT33rg3xyyH XyBaax rap33t XX TanbairiH xanryynabiH
xyrauaa2021 oHbl 7 syraap capg, Ayycax, almraantbi
Tycravi 3eBlIeepAniiH Tanbaig xampargaaryin 6yx
Tanbanr ByLaax XyaA331r3H erexTan xonbooTonroop
XyyUnmH — epemanervinH  TanbanHyys — 6010H
XON6Orf0X KeMMUH TanbalHyyAblH TeXHUKUAH
60/M0H BUONOTUIAH  HOXEOH  CIPIIINTUMH  axJbIr
rynuaTrax, YYXYS, BOAXSA, AMITI 6oi0H aimar,
CyMblH xonborgox anbaH TylwaanTHyys OpPOALCOH
AXJIbIH X3Cra3p WanryyncaH. Yamaap tanbanr yncag,
anbaH écoop byuaax erexes Laapgaraax XamruiiH
CYYNUMiiH Baliranb op4Hbl HapuMT 6uumr 6oaox
HOXEeH C3Pra3NTUIT XYJ133H aBCaH Tyxait akTbir [eTpo
MartagblH NPYYACIH.

Tyc komnaHW Hb 6Gairasb OPYHbIT XamraanaxbiH

Tenee TyywrTan axwuanagar 6ereeg ISO 14001
CTaHAAPTBIM XUWNUT 6OATOH YHAICHWI BONIOH O/IOH
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YNCbIH CTaHAAPTYYAbIH Aaryy 30xvx Oyxui a1 apra
X3M>KI3T aBY X3P3arKyyK 6aiHa.

Yun axkunnaraa

Spa3c basnrnmnH M3apraxnuiiH 3eenen (3bM3)-eep
“LU3H Toropyy-1" LLOOHOrMIH HEeeLMWNH TannaHr
2020 OHbI 3LCI3P X3N3ALYYMK BaTayyacHbl Aapaa
2021 oHbl 3x33p TyC kKomnaHu FTOAYAT-r 6atayynax,
y/Maap XawryynblH Tycraii 3eBLUOOP/NIH Xyralaa
ayycaxaac emHe XX Tanbaii gaxb “LlaH TOropyy”
OpAblH alMrNanTblH Tycrai 3eBLUESpAVIT  aBax
acyyAanj ron aHxaapfaa XaHAyy/mK axuanacaH.
[a3pblH TOCHbI alIMMNANTbIH Tycrai 3eBLUOSPANIAT
XaMIUMH Cyy/A4 OATOCHOOC XoMw 9 >un 60nCoH
baiicaH Tyn awWwuWrnanTbiH Tycrai 3eBLUeOPeN aBax
YN ABL, amap 6aviraaryi. AMITT, YYXYA-Hbl [a3pbiH
TOCHbl  OOANOrbIH  ra3pblH  M3PrIKUNTHYYANIH
JA3MDKNSITINI3P  OpA  alurnantbiH  Tenesnereer
6atnyynx, Yyn yypxan, XyHA YANABIPUIAH caiiiblH
TOITOON0OpP 7 fyraap capblH 3X33p alUrnanTbiH
Tycrai 3eBLUOOPOS ONrOrACOH. DH3 Hb MoHron
YNcbIH raspbiH TOCHbI canbapT rypaB Aaxb yjaaraa
alMIAanTblH Tycrail 3eBLUOOPSJ ONIFOCOH OHLIFOM
VWA ABAAN OM.

“L3H Toropyy-1" LooHOrniH 6atnaracaH Heeuuminr
MoOHron YACbIH aWwurt MaaTManblH HEOLMINH CaHZ
OypTracaH Tyn 6GatnaracaH Heel, Oyxui Tanbang
ONGOPAONT sABYY/NaX 3PX Xyyamap HIIACIH. Tyc
Tanbang XerKkyyadATUAT  aMXKUATTak  TYALITIIXK,
YHINM33HUA  epemaner  Xumimx, 3 X3MXK33CT
YAUNPXUUNAWUIAH  CyAanraar HIMX XWUACHIIP 3H3
Tanban eprexkmHe. KoMnaHW LLOOHOTWUIAT TyML33X,
CTUMYNAL,  XUAX  OPYUMH  YEUNH  TEXHONOTrMIT
alMriaH raspblH TOC erenTuiiH utraauyypuinr 30%
opunMM XyBbA Xyprax, “LiaH Toropyy” Tanbaliraac
onbopsox HGONOMXNKTON HUUT Heeuwur “Leap En-
ergy”  KOMMaHWWH  M3PralciH  LWWUHXIIYMIH
TanaHg 6atanraaxyyncaH 33 casa 6appennac 60
cas Bappenb XypTa/ HIMITAYY/3X33P 30PbX bariHa.
XaMIMAH roN Hb alMraanTbiH Tycrain 3eBLUeOpPes
ONTOX Tyxall CaWAblH Tyllaanaap alurianTbiH
Tanbanr 218 «Kkm? rax 6aTanraaxyyncaH. IH3
Tanbang 6GatnaracaH TocoH yyn a3a GaccenH XX
Tanbar XypTaa YPraKUACIH X3C3ar Byxangas bartcaH
berees, awwurnantblH xyrauaaHg “LisH Toropyy”
OpAblH ONBOPNOATLIH YN aXuanaraatan 33parL3H

Xauryyn, VYHIN33HWUA  axnyys Xuiix OGONOMXKTOW.
Tyc KOMMaHW Hb TyC TanballH 33prangsd opLumx
xanryynbiH TanbanHyyabir 100-200 cas 6appenb
XYPT3AX  OONOMXUT  alINIAaNTbiH  HEeUTIA  Iax
VH/K  Gairaa. DH3Xyy OONOMXKWUT  Heeuwunr
WKWH33p, bara 3apanaap XawryyiblH LLOOHOTYYA
epeMAeH UIpyynsx 60N0MXKTON berees aMxuaTTan
60/ICOH HOXLeA HIMX TOrTOOrACOH HeeLyyAWuNnr
“LIaH Toropyy” opablH raspbiH TOC L3B3PLUYYAX,
aKCNopTNoX  Banlryynamxkaap  Aamxyy/ak — 6ara
3apgnaap, Wwyypxa on6opnox 6010Mx BypasX oM.

2021 oHbl cyynussp komnaHu Hb 2022 oHg “LisH
TOropyy"-H LLOOHOIT 0160 P0AT 3XYY/13X 30PUATO0P
TeNeBNONT, XyAanjaH aBaxX axuanaraar 3xJyYy/aC3H.
DH3 aXJblH Xypa3Hg “LlaH Toropyy-1" wooHorunr
onbopnontos, LUWJIKYYAIX3L, laapanaratan
O6yX TOHOr TOXEepPemX, axwa YANUWAr33, MeH
onbopnont, 3KCMOPT  XMWX34  LWaapaargax
Haviryynamxyyzbir TOAOPXOMNOX axyys 6GartcaH.
MeH epemgner, 3 X3MX33CT UYNUNPXUANAWIH
cyfanraaHbl  akun  TYWAUSTIIX  FIP33HYYAUAT
Barryynaxaap Xan3/L33 XUAK IX3NCIH. YYHUIA caLyy
YA axuanaraaHbl yp aWrviAr - H3MIr4yYA3XUAH
Tyns AMITI-Taln  3eBwuayceHuin  garyy [letpo
MartazblH ra3pbiH TOCbIr “leTpoyaiHa” KOMMaHWIH
XIX Tanbait gaxb 434 OyTUMIH Ganlryynamyyzaap
JaM>KyynaH L3BIPLUYYXK, SKCMOPTAOX Tanaap TycC
KOMMaHWTal XxaMTpaH axuanax rapaas banryynaxaap
X3N13/1L33 XUIK HalHa. DH3IXYY XaMTbIH axkuanaraar
X08p KOMMaHWNH XOOPOHA ©MHe Hb baliryyncaH
XapuiuaH OWArOAUJbIH CaHaMX OUUTUIAH YHACIH
[93p X3P3arKyy/xk baiHa.

ByT33rg3xyyH xyBaax rapasHyya (bXI)

XX Tanban: AwwurnantblH Tycran 3eBlueepnesp
“Li3H TOropyy” opgabir xyp33acaH 218 km? Tanbanr
25 xuauniiH xyrauaa (2046 oHbl 7 ayraap capbiH 1
XypTa/)-raap awmraax 3pxuidr HatanraaxyyscaH
6erees aWMrAanTbiH Tycra 3eBLUESPVIT TyC Byp
5 xun3ap xoép yzaa cyHrax 60nomxKTon. MoHron
YncblH 3acrminH raspaac batancaH XypMmbliH jaryy
XyraLaa Hb lyycCaH Xalryy/blH TyCraii 3eBLLUOSPNINH
YAAC3H Tanbait (10,125 km2)-r Byuaaxk XyA33arax
OrceH.

TY3-UAH r’MWIYYOUWH M3O3rasn

V Ttanbait: dH3 Tanbang 2021 oHA yha axwunnaraa
fBYYNaxbIr TYP 30rCOOCOH 6aiicaH Hb OHbI TOrcrens
Ayycy, BXT-Ha 3aacaH xaWryynblH fyycax xyrauaar
2023 oHbl 7 pyraap capblH 29-HWUI ©APUAT XYPTN
cyHracaH. Tyc KOMMaHW Tycraih 3eBLU6SPIUIH
Xyrauaa Jyycaxaac ©MHe eHAep Maragnantaii
“PanTop” TpeH4 A33p xaMruiH Garagaa Har
XaWryynblH LLOOHOT ©PeMASX, X3P3B epemMANervinH
XKW aMXUATTa 6ONBON HIINT GONOH TYYHWUIAT
XYP33NC3H  Tanbawr Xerkyysnsx 60s0MXK OArox
alWunrnanTelH  Tycrahi  3eBLUOGOPAVIT  aBaxaj
Waapanarataii ereranyyaunr Lyrayynax XxaHrantran
Xyrauaa VAACIH 343rT UTrAIATAN BarHa. "PanTtop”
TPEHA [A33p epemaner xuiix HOoAOMXKMT Xxyrauaa,
3apANbIr TOAOPXOMNOX 30PUATOOP ©PeMANSrniiH
rIP33T KOMMaHWyATal fpuva  X3/31U33  XWUIACIH
6erees Tyc komnaHu 2022 oHA 60NOH TyyH33C
XOWLLXW XyrauaaHz yia axunanaraa siByynaxbiH Tyaz
OpPeMANerNNH YA axunanaraaHol Haranb OpuUMHA
Heneenex 6GalAsiblH yHIAMr baiiranb  OpYHbI
famaHz, Xypryymx 6atayyncaH.

LLInH3 Tanbai: KomMnaHu Hb ra3pbiH TOCHbI UA3PLTIN
Hb HatnargcaH 60M0BY ©HEeer XypTaa XauryynbiH
YN axwunnaraa 6ara fBargcaH LWWH3 Tanbang
HapWUMBYNICaH TEXHWUKWNIH CyAanraar uas3BXTam Xuix
6aliHa. JH3 Hb KOMMaHWIH NOPTODONNOHS raspbiH
TOCHbI ONBOPNOAT, XOMKYYAIAT, YHINrIIHMN, HONOH
OHAep Henee byxuit XalryyabiH TanabanHyys HIMX,
LUMH3YNIX 30PUArOTOM tOM. 3acrmiiH rasap la3pbiH
TOCHbI TyXall Xyy/bZ H3M3AT, ©6punent opyynax
TeNeBNOreeree TaHWILYYCHbl Japaa 30XUMXKTOW
YeA Hb WMH33p Tanball aBaxaap eprejen rapraHa.

TorTBOpTON XONKAMAH 6010MXKYYA

la3pblH TOC, BalranninH XMnH canbapT 0400 ABYYIXK
6alraa ymn axunnaraaHaac ragHa Mowron Yncag
TOTTBOPTOM, CIPra3rA3X 3PUMM XYUHWUIA YUTA333P
axuanax — GONOMXKYYAbIT  Cyanax — WWAABIPUIAT
Metpo Matag-unH TY3-eec 2021 oHZ rapracaH.
Hyypcteperuniii  aarapabir - 6yypyynax 3acruiH
raspbiH WWAABIPUIAH Aaryy CanxvHbl 6ONOH HapHBbI
3PUUM XYUHUI YIANABIPAIAMIAT HIMITAYYIX acap Ux
HeeL, 6010AL00TOM TyC YACBIH CIPr33rg3X 3pUnm
XYUHWUI canbapblH TEXHUKWIAH GOAOH OU3HeCUiH
CYyypb HeXLUeAVIr HapuiBuiaH CyAnax 30puaroop
3H3 XKW1 TOZOPXOW aXyyabIr XMNCIH.
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Metpo Matag Hb “LI3H TOropyy“-H awwrnantaj,
COPraarAsx 3pUnMM XY4YMIr awmrnax 60a0oMXKyyabIr
TOAVWTYI Tra3pblH TOCHbI ONGOPAOAT HIM3TAYYA3X,
YYHWUIA Tyna ycC Lwaxax TEeXHONOTUAr OpfoX eep
TEXHONOTUIAr awmraax 3amaap MoHron Yacag xoBop,
HaHAMH TYYXWUiA 34 600X YCHbI X3p3rn3ar byypyynax
60NOMXUIT Cysanxk baitHa.

ONOH HUIATUIAH Xapuauaa

Tyc KOMMNaHW Hb OPOH HYTIUAH UPT3AUIAH OPOALLOOT
XaHrax, OPOH HyTartaii xapwilax Tajaap Xy/l33C3H
YYP3r xapvyuiaraa Mall HyxalTar aBy y343r. Aivsaa
TOCO, XOTONOOPUIAT XIPIMKYYNIXUIAH OMHO KOMMaHM
Hb AMITI 6onoH xonborgox apx Gyxui Gyxuid n
banryynnaryysnaac Wwaapg/arataii 3eBLeepayy4Auir
aBgar. KoMnaHumH axXunTHyyA Xon60rg0x apx yxui
6aviryynnaryys, 60ONOH OPOH HYTIMIH UPraaTain
XaMTapcaH Yy/n3anT XWX, TONeBNOCOH axulyyZAaa
TAHWILYY/IXK, X3M3AUYYAA3T. MeH OpOH HYTTWIAH
3axupraaHbl anbaH TylwaanTHyyATan yyn3anT XMnxaac
rafjHa OPOH HYTTWUIAH WPF3AWIAT LYyrayyax yynsant
30XMOH bGaWiryynaH T3AHUMA COHUPXCOH acyynTyyaas,
XapuynT erger. byx TanblH caHa/bll COHCOXbIH Tynz,
KOMMaHWIH Teneeneruns yiun axwinaraa sByynax
raspblH OWpP OpuMMZ  ambjapzar Man4yuAaTan
yyn3ant xuingar. OpoH HyTartam xapwauax 6arviH
TONeeNNNAr OyxuiA N YN axunnaraaHbl fABLAZ
TOCNUIH Tanbaig bapayynaar.

Yin axwunnaraa sByysax Oyih TyxalH OpPOH HyTart
UUTN3CIH TOcen, XxeTenbepyyAunir OPOH HYTIUIH
3axvpraatali XxamMTpaH X3parkyyagar. Tyc KoMnaHu
Hb OPOH HYTIMIH MPr3ANIAH OPOJILLOOT XaHrax Hb YA
aXkKuanaraaraa aroyaryr, aM uaTTal X3parKkyya3xaz,
yyxas ay XonborgoNTON TOAUWIYM 3H3 Hb 3Pradj
TyXaiH OPOH HyTarT allur Tycaa erHe rax y3gar.

KoBuna-19 uap taxnbiH yamaac 2021 OHA X33pUIH yidn
axwunnaraa fiByynaaryu Tya TyC KOMMaHW ©HIepCeH
KUANAH XyrauaaHs OpOH HyTarT TOMOOXOH Tece,
XeTeN6epyys X3parKkyyasaryh. Tyc komnaHu 2022
OHJZ, X33PUINH YA axuinaraaraa AaxuH 3X3AM3rL,
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OPOH  HyTarT  JA3MDKJISF  Y3yy/3X  30pUAroop
X3P3rXKYY/13X OONOMXKTOW Tecen, xeTenbepyysninH
Tanaap cantap cyAanxk y3H3. OpoH HyTTUIAH NPr3ATIN
XUIAX YYN3anTyyAbIr X33PUIAH axua 3XN3X33C OMHO
30XMOH balryynHa.

AYTHANT

Tyc komnaHu Hb 2021 oHg XX Tanbaing awmrnantbiH
Tycra 3eBleepen aBcHaap MoHron YnacbiH
raspblH TOCHbl Xalryyn, oOnbopAoATbIH  aHXHbI
6ue paacaH KOMMaHW 6GOMK TOMOOXOH aMXMAT
rapranaa. WiHXyy KoMMaHWiH yin axunnaraa
Hb ra3pblH TOCHbl O/JIGOPNOATOO AAPYWA 3IXAYYAX,
OP/IOTO  O/IXK  3XJ3X  @KUAPYY LUMMKIK HaiHa.
KoMnaHWiH HUAT axXWATHYYAbIH XyBbg KOMMaHWa
XOMKAWUVH AapaarviiH WwaT pyy XypaTau, amxKuaTTan
yparinyynaxaap ypam 30puUrtol axuanax banHa.

TANAPXAN

[30X1IA HUATWIAT XamapcaH Lap TaxablH Henee 2021
OHZ, Y YPra/KnAX MoHron Yac faxb TyC KOMMaHUnH
YN a@XuanaraaHz WX33X3H HeNeesnceH 6unid.
[TeTpo MatagblH XyBbZ 3H3 Lar xyrauaar awmriad
alwurnanTblH Tycrai 3eBLUEOPeA aBy MPI34YMrad
6aTanraaxyyncaH 6ereegn 2022 OHg aHXHbI ra3pbiH
TOCOO 0/160PN0X TENOBABIE6TIN axuanax baHa.

DH3 XYHA XaUyy Luar yed ypam 30pur AyypaH,
XWY331 3YTra/l, C3TFA raprax axwanacaH [leTpo
MaTazblH HUAT aXkuNTHyyaaz Tanapxax barraaraa
TYC KOMMAaHWIAH  3axWMpJyyfblH  3yrasc  JaxuH
W3pXNAAM33p  bariHa. KoBua-19 uap  TaxsibiH
veq komnanwir XX Tanbang awwmrnantblH Tycran
36BLUOOPO aBax XYPTaA Lllaapjarfax CaHxyyruiH
HeeuTal  bGaiarax  YYAHI3C  LAAUHT  WUX33X3H
X3MX33r33p Oyypyynax LWWUAABIPUIAT KOMMAHWIAH
AKUATHYYA, BONOH 3aXUPAYYA XYN33LTINII3P XYA33H
aBcaH Hb [leTpo MatagpbiH XaMT OJIOH KOMMaHuzaa
YH3HU33P  3YTI3ATMIAT  HOTNOH  Xapyymx 6aiHa.
KoMnaHu MaaHb Xaiiryyn, onbopionTbiH KOMMaHM
601K eprexcHeep YN axuanaraa Hb Laalling yaam
XOMKUXK  A3BXMHI 1343rT TY3-uidH 3yrasc 6ypaH
UEVNEVIGEVITER

TY3 Hb anvBaa TaaTan, ofo0 6aiiraa 60/0H LWKH3
6ONOMXKYYAbIT OYP3H AYYP3H almraax XyBbLiaa
333MLUMIY HapTaa YH3 L3HWIAT 6uii 6OAroXbIH Tenee
WASBXWINBH axuanax baviraa 6erees KoOMMaHWAT
YPraK A3IMXKUK MPCIHZA XyBbLiaa 333MLUMIY HapTaa
Tanapxan nnapxmmaK barmHa.

TY3-uliH euwyyod
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Exploration and Production Team
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Jeremy Smart B. Dendevchuluun
Technical and Subsurface

Consultant
Manager

B. Ochirbat

Senior Reservoir Engineer

E. Bolor

Senior Geophysicist

E. Batgerel T. Batbileg
Senior Drilling Engineer Geologist
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PETRO MATAD TEAM

Finance Team

B. Tamir B. Enkhzaya
Financial Accounting Acting Chief Accountant
Specialist
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B. Oyunchimeg N. Solongo
Senior Accountant

Senior Accountant

Sh. Munkhnaran

Junior Accountant

PETRO MATAD LIMITED 29
ANNUAL REPORT 2021



PETRO MATAD TEAM

(=1

PETROMATAD

Relations and Legal Affairs Team

HSSE Team

A. Gerelt-Od

e
Executive Director
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D. Amarjargal

G. Gantulga
Legal Counsel Relations Officer

Gary Neale
HSSE Manager

S. Naranjargal
Health and Safety Officer

D. Burmaa
Relations Officer

O. Tamir
Relations Officer

D. Buyanzul
Environmental Officer
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Support Functions Team

T. Khongorzul B. Purevkhuu

Corporate Manager Senior IT Supervisor

B. Ider E. Munkhbolor

Procurement Coordinator Office Manager

T. Shinebayar
Front Desk Officer
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‘ [ o
S. Byambasuren S. Batgerel
Journey Manager / Driver

Logistics Supervisor

B. Otgonbayar

Driver

l
Ch. Oyuntsetseg

Cleaner
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As an active oil explorer soon to transition to a
producer based in Mongolia, we are aware that
our activities may impact the communities where
we operate and we have a responsibility to lead by
example when it comes to operating to the highest
environment, social and governance standards.

We are proud of our track record of engaging with
local communities and protecting the environment.
With a majority of our staff being Mongolian
nationals, we have an acute awareness of the
sensitivities of the local culture, including a unique
nomadic component. The fragile environment of
Mongolia, comprising vast grass deserts and rugged
mountains with very low rainfall and a huge range
of temperature through the seasons, makes it
imperative that we concentrate efforts on protecting
the areas in which we work. We also continue to
improve our corporate governance in line with the
QCA Corporate Governance Guidelines for AIM
Companies (QCA Code) and to bring the highly
developed governance regime of the UK market into
the Mongolian business community.

ENVIRONMENTAL

Petro Matad's assets are located in remote frontier
locations of Mongolia. In this operating environment,
it is essential to have a fit for purpose environmental
strategy that cultivates and implements an
environmental awareness culture not only within the
Company but with the contractors involved with our
projects and activities.

The preservation and protection of the
environment where we operate is a top priority
for us.

Commitment to Environment

We address environment protection proactively
through all of our operations. Within our
Environmental Management Plan, we implement
site monitoring prior to the commencement of
any field programmes and we implement the
recommendations of the Detailed Environmental
Impact Assessment which must be approved by

36

the Ministry of Environment prior to any major
operational activity.

Detailed environmental and cultural sensitivity
field studies by specialist consultants have been
commissioned in our areas of operations to address
the concerns of local communities, to ensure legal
compliance when working near protected areas and
also to minimize all adverse environmental impacts.

The results of these studies are used to finalize
the operational Environmental Management Plan
which includes interactive constraints maps. In
areas of potential sensitivity, sites are revisited and
surveyed to manage any potential environmental,
archaeological or cultural conflicts. These visits
involve environmental and cultural specialists,
together with local environmental inspectors and a
senior member of our technical team. We strive to
remediate all operational areas wherever necessary.

We continue to review new technologies that will
reduce our overall operational carbon footprint
which will improve both operational performance
and reduce potential harmful emissions into land,
water and air. We also pay 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.

Environmental Activity

The Board of Petro Matad in 2021 took the decision
to expand the Company’s activities in Mongolia into
sustainable and renewable energy in addition to

its ongoing work in the oil and gas sector. Work in
2021 included studies to determine the status of the
Mongolian renewable energy sector. Mongolia has a
substantial potential for both wind and solar power
generation.

A number of projects have been identified and are
being evaluated for accessibility and commercial
potential.

In addition, Petro Matad is looking at renewable
energy possibilities to deploy in its Heron oilfield
development. The area around Heron is well suited
to both wind and solar power generation.

Petro Matad is also studying the potential to use CO,
injection as an enhanced oil recovery mechanism for
the Heron development. This technique has been
widely used around the world for many years and
has proven particularly successful in some of the
larger oil field developments onshore in northern
China. It has not been deployed in Mongolia where
water injection has traditionally been used for
reservoir pressure maintenance. Southern Mongolia
is effectively covered by desert steppe and water
is an increasingly precious resource. As such, an
alternative to large scale water usage in oil production
operations is considered a goal worth pursuing.
Technical studies are now underway to determine
the potential effectiveness of CO, injection into the
reservoirs of the Tamsag Basin.

Upon the award of the Exploitation Licence over
Block XX in July 2021, the Company followed the
process to relinquish the exploration area outside
the Exploitation Area. 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), local government officials
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 Companyincluding the completion
of biological restoration of plugged and abandoned
well sites. The working group determined that there
was full compliance with applicable Environmental
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laws and there were no remaining issues and the
processes for the partial relinquishments of Block XX
were concluded.

Land and Environmental Restoration

The Company executed the necessary environmental
work in order to hand back to the government
Production Sharing Contract (PSC) Block IV (Bogd) in
its entirety and to facilitate the partial relinquishment
of the Block V (Ongi) PSC in 2020. A working group
similar to the one described as above 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 return the drilling lease area
to the local authorities with the province’s Handover
Committee signing off on the formal 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.
Necessary biological restoration was carried around
the wellsites 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
Licence in Block XX.
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SOCIAL

Part of our commitment to the local environment and
communities in which we operate is to ensure that
we operate in accordance with concerns of the local
communities and all relevant laws and regulations.
We continually meet and speak with communities
and local governments to understand the issues they
face and to address these through the development
of supportive and engaging principles and policies.

Wherever we operate, we seek to reduce
negative impacts by understanding the social,
environmental and economic conditions of the
local communities.

Social Performance Plan

Petro Matad 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 Plan (SPP) based on socio-economic
and social impact assessments. This plan sets out
stakeholder identification mechanisms, consultation
processes, community grievance management
mechanisms and social investment strategies.

Petro Matad's SPP supports the businesses needs
through managing social risks and building broad
based stakeholder support for its projects to enable
on-time and within budget project delivery. Ensuring
local community and Government support for Petro
Matad’s activities is crucial to the Company's success.

The strategic SPP objectives are to:

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

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

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

® Support contractors to avoid, minimise or
mitigate adverse social and cultural impacts on
surrounding communities; and
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® Support contractors to optimise local
participation in the project through direct
employment or procurement of goods/services.

Stakeholder Engagement

The core objective of Petro Matad’'s stakeholder
engagement strategy within the SPP is to build
relationships, strengthen trust and gain broad-
based support for operational activity. In addition,
broadening Petro Matad's understanding of the
communities’ key concerns and history is critical for
the Company to effectively manage social risk.
Petro Matad conducts community and stakeholder
engagement ahead of operations with the objectives
of:

® Introducing the project, its background
and status, current and planned activities
to community members in the areas where
exploration and forward production activities
are being conducted;

®* Gaining the support of herders and other
stakeholders for the exploration and forward
production programme;

¢ Building trust between the project and affected
community members;

* Building a constructive working relationship
with local authorities;

*  Obtaining a better understanding of community
concerns about work programme and other
issues; and

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

Stakeholder Engagement Progress

In 2021, the worldwide pandemic continued which
impacted operational oil exploration and production
activities in Mongolia. Whilst Petro Matad was
focused on securing its Exploitation Licence, the
pandemic impacted the work of other operators
in the petroleum and other industry sectors, in
Mongolia. Movements of personnel, equipment and
supplies across borders were significantly impacted
due to stringent measures undertaken by the
government of People’s Republic of China. With the
award of the Exploitation Licence over Block XX by

MMHI, the Company began preparations to achieve
first oil in 2022 advancing contract negotiations with
service providers.

After a commendable effort by the government
of Mongolia in 2020 to control the spread of the
Covid-19 virus, outbreaks were recorded at the end
of 2020 and in the first half of 2021, the virus had
spread in the community. The Company at its own
initiative donated PPE and medical equipment to
the hospitals in Matad Soum and Dornod Aimag to
assist the local governments in their fight against the
spread and impact of the virus in local communities.
The Company continued to focus on disseminating
accurate information about Petro Matad and its
forward planned operations. The local community
and government were frequently engaged to review
best practices going forward as well as on land
access matters.

Social Investment Activities

Petro Matad has developed and adopted a Social
Development Policy to contribute to the social
developments of communities located near and
impacted by our exploration activities in Blocks 1V,
V and XX.

Through meaningful engagement with communities
and stakeholders, we identify opportunities to aim
to make contributions that are beneficial to as
many people as possible and crucially, accessible
to the community. Our social development policies
are focused on the quality and comfort of local
community life through supporting long and short-
term developments in local regions and provinces.

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.
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GOVERNANCE

Our Corporate Governance

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

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

Key Governance Principles

Delivering Growth

* Petro Matad prioritises growth by developing
an exploration-focused strategy in Mongolia,
considering social and environmental impact
for sustainable long-term operations, and
continually evaluating points of risk.

Maintaining a Dynamic Management Framework

®* Petro Matad maintains an experienced,
balanced, and well-functioning board; the
performance of all Directors is evaluated on an
ongoing basis.

® 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, to promote
a corporate culture based on our shared ethical
values and behaviours.

Building Trust

®* Petro Matad establishes trust with investors
by encouraging two-way communication with
both institutional and private investors and
responding quickly to all queries received.
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Board of Directors and Composition

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

Due consideration is given to the composition of the

Board to ensure:

* 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. If and when a fifth Director
is added, 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)

* Timothy Bushell, Non-Executive Director
(Independent)

®* Michael Buck, Executive Director (Chief
Executive Officer)

Brief biographies of the Directors are set out on
pages 5 to 9.

Each Director brings differentskillsets 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.
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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.

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 Directors receive regular and timely information
on the Group's operational and financial
performance. Relevant information is circulated to
the Directors in advance of meetings. All Directors
have direct access to the advice and services of the
Company'’s Corporate Manager and are able to take
independent professional advice in the furtherance
of their duties, if necessary, at the Company's
expense. The Board through a combination of
meetings and conference «calls regularly, and
at least once a quarter, reviews operations and
implementation of strategy. Due to the continuing
Covid-19 pandemic and restrictions in travel, all
2021 Board meetings and discussions were held
virtually. Board meetings and discussions in 2021
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
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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 2021 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;

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

(c)monitoring 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
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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
2021 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 ofthe 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 49 to 55.
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Corporate Governance, Social Action and
Environmental (CGSAE) Committee

The members of the CGSAE Committee in 2021 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 2021,
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)
EITlis a global initiative in which extractive industries,
governments and civil society, all work together
for greater transparency. Improved financial
transparency of extractive industries operating in
countries would enable governments to better
manage its natural resource wealth for the benefit of
a country's citizens. Mongolia is one of the countries
compliant with the EITI. Therefore, the Company’s
Mongolian subsidiaries have cooperated with the
government in this respect and 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.

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
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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

*  Bank Default

* Lack of funding leading to temporary slowdown
* lack of funding leading to insolvency

®  Financial risks — inflation, exchange rates etc.

Government/Statutory Risks

*  Expropriation of PSC

® Sanctity of contract — Detrimental change of
PSC terms

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

*  Government ineffectiveness/Institutional failure

® Loss of listed status

*  External statutory risks (Anti-bribery, FCA)
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Operational Risks

* 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 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. The Company has taken measures at the
recent AGMs to enable shareholders to dial-in and
observe the proceedings of the meeting and submit
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questions to be responded which has enabled
greater engagement with shareholders. 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:
admin@petromatadgroup.com.

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

The Company engaged FTI Consulting in 2017 to
enhance investor relations. FTI responds to general
enquiries on behalf of the company, recognising
that price sensitive information will not be divulged.
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.

Health, Safety, Security and
Environment (HSSE)

Petro Matad remains demonstrably committed to
best practices in health and safety management
for the benefit of its workers, contractors and all
stakeholders.

Petro Matad's assets are located in remote locations
in Mongolia. In this operating environment, it is
essential to have fit for purpose health and safety
protocols in place to operate safely. The safety of our
people, our communities and the environment is our
priority on all our activities.

Petro Matad cultivates and implements a safety
and environmental awareness culture not only
within the Company but with the contractors
involved with our projects and activities.

HSSE Policies

Petro Matad has established and maintains
documented health and safety policies which are
central in guiding all our activities. These policies are
appropriate to the nature and scale of Petro Matad
Group's health, safety and security hazards.

Our policies include explicit commitments to
operate in a way which is proactive in continual
improvement in HSSE management performance
particularly in the prevention of injury, maintaining
good health of all people who may be affected by
our activities. We are also committed to comply
with applicable legal requirements and strive to
implement relevant industry best practices in all our
activities. Our policies provide the framework for
setting and reviewing HSSE objectives and is actively
communicated to all persons working under the
control of the organization with the intent that they
use the principles of the policies to guide all decision
making.

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

PETRO MATAD LIMITED 45
ANNUAL REPORT 2021



(=1

PETROMATAD

*  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.

Health and Safety Record

Petro Matad concluded 2021 with zero Lost Time
Injuries (LTI) and a total of 40,248 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
analyze trends and anticipate potential problems so
aiding in achieving the successful outcome for the
year.

The commitment of the Company’s managementand
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 sixth consecutive year of zero LTls.

HSSE Management System

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 practices in
operating procedures as well as compliance with
Mongolian legislation, the Company adheres to
guidelines set out in: International Association
of Qil and Gas Producers (IOGP), ISO 14001,
Environmental Management System Guidelines, ISO
45001 Occupational Health and Safety Management
System Guidelines, International Association of
Drilling Contractors (IADC), and International
Association of Geophysical Contractors (IAGC).
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To implement the commitments of our HSSE
policies, Petro Matad has established and
maintains a standards based HSSE Management
System (HSSE MS) and is structured according to
International Association of Oil and Gas Producers
(IOGP) 510 Operating Management System
Framework supported in the Supplement Report
511 Operational Management System. As revised
policies and procedures are released by IOGP, the
Company’s HSSE MS is updated to reflect changes
accordingly.

The HSSE MS is designed to provide practical and
real time support for our operations by enabling
quick and reliable access to Mongolian legislations
and industry standards. The HSSE MS is explicitly
aligned with ISO14001 Environmental Management
System Guidelines, 1ISO 45001 Occupational Health
and Safety Management System Guidelines,
the International Association of Geophysical
Contractors (IAGQC), the International Association of
Drilling Contractors (IADC) and American Petroleum
Institute (API) guidance where appropriate.

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

Operations

Petro Matad is committed to supporting the building
of industry capacity for hydrocarbon exploration
and exploitation in Mongolia. We are currently
working with Government on bolstering the legal
mechanisms that are in place for future projects and
developments in the country.

We manage our seismic, drilling and other field-
based exploration and exploitation operations using
IOGP 423 Contracting Model Guidelines and work
with all successful contractors to ensure that our
HSSE standards are maintained. Seismic programmes
operate under the minimum requirements of /OGP
432 Managing HSE In A Geophysical Contract and
drilling programmes to the /JADC HSE Land Drilling
Case. The final report and HSSE management review
of all projects is seen as central to organizational
learning and continual improvement.

We operate a proactive HSSE observation
programme not only to identify unsafe acts and
conditions but also to identify best practice in all
our operations. Information from the observation
programmes is actively combined with monitoring
and learnings from incidents. The process ensures
that effective and quick corrective actions are taken
as well as root cause preventative measures are
identified. All incidents are investigated, recorded
and classified according to IOGP guidelines and
learnings are shared through the management
review process.

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.

ENVIRONMENT, SOCIAL,
GOVERNANCE (ESG) STATEMENT
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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 2020 and 2021, 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

PETRO MATAD LIMITED 51
ANNUAL REPORT 2021



(=1

PETROMATAD

(b) Compensation of Directors

Consolidated

31 Dec 2021 31 Dec 2020
$'000 $'000
Short-term employee benefits 478 681
Post-employment benefits - .
Share based payment expense 23 6
501 687
Consolidated
31 Dec 2021 31 Dec 2020
Directors $'000 $'000
Enkhmaa Davaanyam 39 32
John Rene Henriksen = 265
Timothy Paul Bushell 58 45
Michael James Buck 357 320
Shinezaya Batbold 24 19
Total 478 681

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
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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
Balance at 31 December 2021 or if applicable Balance Acquired Options & Balance as at
at the date of resignation as at and Awards 31-Dec-21
01-Jan-21 (Disposed) Exercised
Directors
Enkhmaa Davaanyam 6,387,175 - 37,500 6,424,675
Timothy Paul Bushell 1,476,538 - - 1,476,538
Michael James Buck 8,725,006 2,062,919 - 10,787,925
Shinezaya Batbold 2,151,000 - - 2,151,000
Total 18,739,719 2,062,919 37,500 20,840,138

*John Henriksen retired from the Board of Petro Matad Limited on 31 December 2020 and his shareholding

information is up to and as of the retirement date.

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

For the year ended 31 Balance Granted  Options  Options Balance Not Vested Vested
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
For the year ended 31 Balance Granted  Options  Options Balance  Not Vested Vested
December 2021 as at as Exercised  Lapsed as at & &
01-Jan-21 Remu- 31-Dec-21 Not Exercisable
neration Exercisable
Directors
Enkhmaa Davaanyam 150,000 - - (150,000) - -
Timothy Paul Bushell - - - - - -
Michael James Buck - - - - - -
Shinezaya Batbold - - - - - -
Total 150,000 - - (150,000) - -

*John Henriksen retired from the Board of Petro Matad Limited on 31 December 2020.
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(e) Conditional Share Awards holdings of Directors
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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 -
For the year ended Balance Granted Awards Awards Balance Not Vested Vested
31 December 2021 as at as Exercised  Lapsed as at & &
01-Jan-21 Remu- 31-Dec-21 Not Exercisable
neration Exercisable
Directors
Enkhmaa Davaanyam 150,000 - 37,500 - 112,500 112,500 -
Timothy Paul Bushell - - - - - - -
Michael James Buck - - - - - - -
Shinezaya Batbold - - - - - - -
Total 150,000 - 37,500 - 112,500 112,500 -

*John Henriksen retired from the Board of Petro Matad Limited on 31 December 2020.
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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 2021

CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2021

Consolidated
31 Dec 2021 31 Dec 2020

Continuing operations
Revenue

Interest income

Other income

Consolidated

31 Dec 2021 31 Dec 2020

Expenditure

Consultancy fees

Depreciation and amortisation
Employee benefits expense

Exploration and evaluation expenditure
Other expenses

(Loss)/Profit from continuing operations before income tax

Income tax expense

(Loss)/Profit from continuing operations after income tax

Net (loss)/profit for the year

Other comprehensive income

Items that may be reclassified subsequently to profit or loss:

Exchange differences on translating foreign operations, net of income tax of
$Nil (2020: $Nil)

Other comprehensive (loss)/income for the year, net of income tax

Total comprehensive (loss)/income for the year

(Loss)/Profit attributable to owners of the parent

Total comprehensive (loss)/income attributable to owners of the parent

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

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

Note $'000 $'000 Note $'000 $'000
ASSETS
Current Assets
4(a) 33 25 Cash and cash equivalents 7 1,162 939
4(a) 13 39 Trade and other receivables 8 21 10
46 64 Prepayments 9 176 222
Financial assets 10 7,045 11
(98) (80) Inventory 11 221 224
(181) (224) Total Current Assets 8,625 1,406
4(b) (1,010) (1,598)
4(0) (114) 433) Non-Current Assets
4(d) (759) 674 Exploration and evaluation assets 12 15,275 15,275
(2,116) (3,245) Property, plant and equipment 13 99 145
Right-of-Use asset 13 93 36
5 = - Total Non-Current Assets 15,467 15,456
(2,116) (3,245) TOTAL ASSETS 24,092 16,862
(2,116) (3,245) LIABILITIES
Current Liabilities
Trade and other payables 14 371 364
Lease liability 14 6 25
Total Current Liabilities 377 389
- (16)
- (16) TOTAL LIABILITIES 377 389
(2116) (3,261) NET ASSETS 23,715 16,473
(2,116) (3,261) EQUITY
Equity attributable to owners of the parent
(2,116) (3,261) Issued capital 15 154,057 144,011
Reserves 16 182 1,392
Accumulated losses (130,524) (128,930)
6 0.3) (0.5) TOTAL EQUITY 23,715 16,473
6 (0.3) (0.5)

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 2021

Consolidated

31 Dec 2021 31 Dec 2020
Note $'000 $'000

Cash flows from operating activities

Payments to suppliers and employees (2,424) (3,340)
Interest received 33 25
Other income 13 52
Net cash flows (used in)/provided by operating activities 7 (2,378) (3,263)
Cash flows from investing activities

Purchase of property, plant and equipment (16) (13)
Proceeds from the sale of financial assets (7,034) 1,499
Proceeds from the sale of property, plant and equipment - -
Net cash flows used in investing activities (7,050) 1,486
Cash flows from financing activities

Proceeds from issue of shares 10,491 31
Capital raising cost (664) -
Payments of lease liability principal (176) (114)
Net cash flows from financing activities 9,651 (83)
Net (decrease)/increase in cash and cash equivalents 223 (1,860)
Cash and cash equivalents at beginning of the year 939 2,815
Net foreign exchange differences - (16)
Cash and cash equivalents at the end of the year 7 1,162 939

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

CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

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 2020 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 Condtional Share Awards 15,16 & 17 645 - (645) -
Expiry of Options 16 & 17 - 789 (789) -

16,473
As at 31 December 2020 144,011 (128,930) 1,392 16,473
Net loss for the year - (2,116) - (2,116)
Other comprehensive income - - - -
Total comprehensive gain/(loss) for the year - (2,116) - (2,116)
Issue of share capital 15 10,491 - - 10,491
Cost of capital raising 15 (664) - - (664)
Share-based payments 15& 16 - - (469) (469)
Exercise of Conditional Share Awards 15,16 & 17 219 - (219) -
Expiry of Options 16 & 17 - 522 (522) -
As at 31 December 2021 154,057 (130,524) 182 23,715

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 2021 was authorised for
issue in accordance with a resolution of the Directors dated 24 June 2022, which was approved on 27 June 2022.

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 five wholly owned
subsidiaries, including Capcorp Mongolia LLC and Petro Matad LLC (both incorporated in Mongolia), Central
Asian Petroleum Corporation Limited (Capcorp) and Petromatad Invest Limited (both incorporated in the
Cayman Islands) and Petro Matad Singapore Pte Ltd. 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
and development in Mongolia.

Petrovis Matad Inc. (Petrovis) is a major shareholder of the Company, holding approximately 21.08% of the
shareholding at the year end of 2021.

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:

* 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 $2.12 million for year 2021 (2020 Loss: $3.25 million) and experienced net cash
outflows from operating activities of $2.38 million (2020 Outflow: $3.26 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 $6.5 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 Company’s application for a 25-year Exploitation Licence (EL) for Block XX has been
approved. The approval of the EL enabled the Company to conclude a $10.4 million fundraise in August 2021.
The proceeds of this fundraise will enable the Company to further appraise the Heron discovery and commence
production operations in 2022.

The Company believes that the current cash balance is sufficient to continue operations until at least July 2023.
This expectation is enhanced by the impact of the planned commencement of production in the second half of
2022.

Cumulative expenditures to end 2021 in Block V exceed financial commitments by $3.0 million. 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.

(d) Application of new and revised Accounting Standards

Accounting Standards that are mandatorily 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.

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 in issue 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, interpretations 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.
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(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.

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
Islands and Singaporean 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.
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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.

(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.
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(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
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.
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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.

(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 goodwiill

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.
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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.

(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
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cannot be readily determined, the Group uses the incremental borrowing rate.

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

+ fixed lease payments less any lease incentives;

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

e 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.

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:
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Interest revenue

Revenue is recognised on an accrual basis using the effective interest method.
(t) Share-based payment transactions

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

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

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

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

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

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

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

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

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

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any
expense not yet recognised for the award is recognised immediately. However, if a new award is substituted
for the cancelled award and designated as a replacement award on the date that it is granted, the cancelled
and new award are treated as if they were a modification of the original award, as described in the previous
paragraph.

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

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

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same 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:

*  Costs of servicing equity (other than dividends);

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

*  Other non-discretionary changes in revenues or expenses during the year that would result from the
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.
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The following are the most critical estimates and judgments made by management in applying the accounting
policies and have the most significant effect on the amounts recognised in the financial statements.

Share-based payments

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

Recovery of the exploration and evaluation assets

The ultimate recoupment of the exploration and evaluation assets is dependent upon successful development
and commercial exploitation or alternatively the sale of the respective areas of interest at an amount at least equal
to book value. At the point that it is determined that any capitalised exploration and evaluation 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 2021 31 Dec 2020
$'000 $'000
(a) Revenue
Interest Income 33 25
Other income:
Other income 13 39
46 64
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(b) Employee benefits expense
Included in employee benefits expense are the following:

Wages and salaries 1,253 1,471
Bonuses 75 -
Non-Executive Directors’ fees (including Directors of affiliates) 121 96
Consultancy fees 30 251
Share-based payments (469) (220)

1,010 1,598

(c) Exploration and evaluation expenditure
Exploration and evaluation expenditure relates to the following PSCs:

Block XX 114 404
Blocks IV and V = 29
114 433

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

Administration costs 371 494
PSC administration costs 316 345
Audit fees 64 84
Travel expenses 8 51

759 974

5 INCOME TAX

Consolidated

31 Dec 2021 31 Dec 2020
$'000 $'000

Income tax recognised in the statement of profit or loss:

Tax expense/(benefit) comprises:

Current tax expense/(benefit) - -
Deferred tax expense/(benefit) relating to the

origination and reversal of temporary differences - -

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

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

Consolidated

31 Dec 2021 31 Dec 2020

Note $'000 $'000
Net (loss)/profit for the year (2,116) (3,245)
Income tax benefit calculated at 10% (i) 212 325
Effect of different tax rates on entities in different jurisdictions (ii) (16) (95)
Change in unrecognised deferred tax assets (196) (230)
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(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 Islands current tax or
deferred tax has been made in the Company’s accounts in relation to them.

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

6 (LOSS)/EARNINGS PER SHARE

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

Consolidated

31 Dec 2021 31 Dec 2020
cents per share cents per share

Basic (loss)/earnings per share (0.3) (0.5)
Diluted (loss)/earnings per share 0.3) (0.5)

$'000's $'000's
The loss and weighted average number of ordinary shares used in the calculation
of basic and diluted (loss)/earnings per share are as follows:
Net (loss)/profit attributable to owners of the parent (2,116) (3,245)
Weighted average number of ordinary shares for the purposes of diluted (loss)/
earnings per share (in thousands) 776,419 675,284
Weighted average number of ordinary shares for the purposes of basic (loss)/
earnings per share (in thousands) 776,419 675,284

7 CASH AND CASH EQUIVALENTS

Consolidated

31 Dec 2021 31 Dec 2020
$'000 $'000
Cash at bank and in hand 1,162 939
1,162 939

Cash at bank and in hand earns interest at fixed and floating rates based on prevailing bank rates, and the fair
value of the above cash and cash equivalents is $1,162,000 (2020: $939,000) due to the short-term nature of
the instruments.
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Reconciliation from the net gain/(loss) after tax to the net cash flows from operations:

Consolidated
31 Dec 2021 31 Dec 2020

$'000 $'000

Net (loss)/gain after tax (2,116) (3,245)
Adjustments for:

Depreciation and amortisation 181 224
Consultancy fee - 161
Share based payments (469) (220)
Unrealised foreign exchange (gains)/ losses - 7
Changes in assets and liabilities

Decrease/(increase) in trade and other receivables (11) 13
Decrease/(increase) in prepayments 46 (67)
Decrease/(increase) in inventory 3 2
Increase/(decrease) in trade and other payables (12) (138)
Net cash flows used in operating activities (2,378) (3,263)

Non-cash investing and financing activities

There were no non-cash investing or financing activities undertaken in the 2021 financial year or prior year, other
than the exercise of Conditional Share Awards of $0.003 million (2020: $0.838).

8 TRADE AND OTHER RECEIVABLES

Consolidated

31 Dec 2021 31 Dec 2020
$'000 $'000
Current
Other debtors 21 10
21 10

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

Consolidated

31 Dec 2021 31 Dec 2020
$'000 $'000
Prepayments 176 222
176 222

10 FINANCIAL ASSETS

Consolidated
31 Dec 2021 31 Dec 2020
$'000 $'000
Long Term Deposits 7,045 11
7,045 11

The Group holds term deposits with an average weighted interest rate of 3.1%. 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 2021 31 Dec 2020
$'000 $'000
Raw materials 221 224
221 224

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

12 EXPLORATION AND EVALUATION ASSETS

Consolidated
31 Dec 2021 31 Dec 2020

$'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
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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.

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. The Exploitation Licence was approved on 5 July 2021,
which allows the Company to be able to appraise, develop and produce oil from the area for a 25-year term,
extendable by up to 10-years (two times 5-years)

13 PROPERTY, PLANT AND EQUIPMENT AND RIGHT-OF-USE ASSET

Consolidated

31 Dec 2021 31 Dec 2020

$'000 $'000
Plant and equipment at cost 816 831
Accumulated depreciation and impairment (717) (686)
99 145
Right-of-Use asset 176 139
Accumulated depreciation — Right-of-Use asset (83) (103)
93 36

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

equipment asset fotal

Total Total T,Otal

$'000 $'000 $:000
As at 1 January 2020 (net of accumulated depreciation) 260 - 260
Additions 13 139 152
Disposals - - -
Foreign exchange 7) - (@)
Depreciation charge for the year (121) (103) (224)
As at 31 December 2020 (net of accumulated depreciation) 145 36 181
Additions 16 176 192
Foreign exchange - - -
Depreciation charge for the year (62) (119) (181)
As at 31 December 2021 (net of accumulated depreciation) 99 93 192

The following useful lives are used in the calculation of depreciation: Plant and equipment — 2 to 10 years
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14 TRADE AND OTHER PAYABLES (CURRENT)

Consolidated
31 Dec 2021 31 Dec 2020

$'000 $'000
Trade payables 371 364
Lease liability 6 25
377 389

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

15 ISSUED CAPITAL

Consolidated
31 Dec 2021 31 Dec 2020

$'000 $'000
Ordinary Shares
898,761,649 shares issued and fully paid
(2020: 681,422,306) 154,057 144,011
154,057 144,011
Movements in ordinary shares on issue:
Number of Issue $000
Shares Price $
As at 1 January 2020 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

Placement shares through Shore Capital on 22 July 2021 (note (g))
Placement shares through Arden on 22 July 2021 (note (h))

89,988,470 $0.048 4,332
65,252,142 $0.048 3,163

Placement shares through Primary Bid on 22 July 2021 (note (i)) 14,285,714 $0.048 689
Direct subscription shares on 6 August 2021 (note (j)) 45,384,218 $0.048 2,200
Open Offer shares on 6 August 2021 (note (k)) 2,169,649 $0.048 104
Exercise of Conditional Share Awards on 20 December 2021 (note (1)) 259,150 $0.010 3
Capital raising cost (664)
Exercise of Awards 219
As at 31 December 2021 898,761,649 154,057
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(@) On3January 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.

(c)  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.

() On 22 July 2021, the Company concluded a placing by issuing 89,988,470 shares at a price of GBP0.035 per
share arranged through its nominated adviser and joint book runner and broker for the purposes of the Placing,
Shore Capital.

(h) On 22 July 2021, the Company concluded a placing by issuing 65,252,142 shares at a price of GBP0.035 per
share arranged through its joint book runner for the purposes of the Placing, Arden.

(i) On22July 2021, the Company concluded a placing by issuing 14,285,714 shares at a price of GBP0.035 per
share through a retail offering via Primary Bid.

() On 6 August 2021, the Company issued 45,384,218 shares through direct subscriptions at a price of
GBP0.035 per share.

(k) On 6 August 2021, the Company issued 2,169,649 shares through Open Offer to shareholders at a price of
GBP0.035 per share.

()  On20December 2021, 259,150 shares were allotted to Director and employees upon exercise of Conditional
Share Awards under the Group's Plan, with an exercise price per share of USD0.01.
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16 RESERVES

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

Equity Foreign
Merger ; Total
benefits currency
reserve reserve translation
$'000 $'000 $'000 $'000
As at 1 January 2020 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
Currency translation differences - - - -
Expiry of Options - (522) - (522)
Exercise of Awards - (219) - (219)
Share based payments - (469) - (469)
As at 31 December 2021 831 570 (1,219) 182

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.
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17 SHARE BASED PAYMENTS

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

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

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

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

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

performance conditions:

e 25% vest on the first discovery of oil on a commercial scale, estimated by management as being 5 July 2021
upon the award of the Exploitation License;

e 25% vest on the first production of oil on a commercial scale, estimated by management as to be achieved
prior to 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.

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 2020 and 2021.
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(c) Movement in Share Options

The weighted average fair value for all Options in existence as at 31 December 2021 is 0.19 (2020: 0.91).

Opening Granted Forfeited  Exercised Closing Exercisable
balance at  during the  during the during  balance as at as at
Consolidated 1 Jan 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
Opening Granted Forfeited  Exercised Closing Exercisable
balance at during the duringthe  during  balance as at as at
Consolidated 1 Jan 2021 year year theyear 31 Dec2021 31 Dec 2021
Grant of Options on 6 April 2011 75,000 - (75,000) - - -
Grant of Options on 5 July 2011 150,000 - (150,000) - - -
Grant of Options on 22 Nov 2011 120,000 - (120,000) - - -
Grant of Options on 5 Dec 2011 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
548,600 - (368,600) - 180,000 180,000
Weighted Average Exercise Price
(cents per option) 108.67 - 149.92 - 24.2 24.2

(d) Share Options contractual life

The weighted average remaining contractual life of outstanding share Options is 0.7 year (2020: 1 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 2020, along with relevant details in

relation to the grant.

No awards were granted in 2021.
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(1

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

Items (1): 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 2021 is 0.84 (2020: 0.85)

Opening Granted Exercised Forfeited QR B e
balance at during the  during the during balance as as at
1 January at 31 Dec 31 Dec
Consolidated 2020 year year the year 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) - - -
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 -
Opening Granted Exerciced — Closing Exercisable
balance at duringthe  during the during balance as as at
1 January at 31 Dec 31 Dec
Consolidated 2021 year year Ve 2021 2021
Grant of Conditional Share Awards on 3 Jun 2008 265,000 - (41,250) (100,000) 123,750 -
Grant of Conditional Share Awards on 8 Apr 2009 80,000 - (20,000) - 60,000 -
Grant of Conditional Share Awards on 9 Jul 2010 422,000 - (71,500)  (136,000) 214,500 -
Grant of Conditional Share Awards on 6 Apr 2011 144,000 - (6,000) (120,000) 18,000 -
Grant of Conditional Share Awards on 5 Jul 2011 180,000 - (45,000) - 135,000 -
Grant of Conditional Share Awards on 22 Nov 2011 50,000 - (12,500) - 37,500 -
Grant of Conditional Share Awards on 5 Dec 2011 39,600 - (7,150) (11,000) 21,450 -
Grant of Conditional Share Awards on 25 Apr 2012 400,000 - (25,000)  (300,000) 75,000 -
Grant of Conditional Share Awards on 5 Oct 2012 150,000 - - (150,000) - -
Grant of Conditional Share Awards on 4 Dec 2012 3,000 - (750) - 2,250 -
Grant of Conditional Share Awards on 9 Jul 2013 120,000 - (30,000) - 90,000 -
1,853,600 - (259,150) (817,000) 777,450 -
Weighted Average Exercise Price (cents per award) 1.00 - 1.00 1.00 1.00 -
RIS | e



(=1

PETROMATAD

(g) Conditional Share Awards contractual life

The weighted average remaining contractual life of outstanding Conditional Share Awards is 6.5 years (2020:
7.5 years).

(h) Summary of Share Based Payments

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

Consolidated
31 Dec 2021 31 Dec 2020

Note $'000 $'000
Vesting of Awards and Options 17 (469) (220)
(469) (220)
Lapsed Options 17 (522) (789)
(522) (789)

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 warehouse lease in Mongolia in the amount of $6,000 for 2021.

Consolidated
31 Dec 2021 31 Dec 2020
$'000 $'000

Operating Leases:

Within one year 6 58
After one year but not more than five years = -
Greater than five years 5 -
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(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 2021 31 Dec 2020
$'000 $'000
Production Sharing Contract Fees:
Within one year 286 184
After one year but not more than five years 548 112
Greater than five years 1,606 -
2,439 296
Minimum Exploration Work Obligations:
Within one year
Greater than one year but no more than five years - -
Greater than five years 6,499 6,956
6,499 6,956

(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

2021 2020
Country of Incorporation % %
Central Asian Petroleum Corporation Limited Cayman Islands 100 100
Capcorp Mongolia LLC Mongolia 100 100
Petromatad Invest Limited Cayman Islands 100 100
Petro Matad LLC Mongolia 100 100
Petro Matad Singapore Pte Ltd Singapore 100 -
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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 21.08% of the
shareholding at year end of 2021.

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 2020 and 2021, 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 2021 31 Dec 2020

$'000 $'000
Short-term employee benefits 478 681
Post-employment benefits = -
Share based payment expense 23 6
501 687
88

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

(c) Other key management personnel transactions

There were no other key management personnel transactions during the year (2020: Nil).

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

Consolidated

Weighted 31 Dec 2021 31 Dec 2020
Average Int. rate $'000 $'000
Financial Assets
Cash and cash equivalents 0.17% 1,162 939
*Other financial assets 2.90% 7,045 11
8,207 950
Trade and other receivables 0% 21 10
8,228 960
Financial Liabilities
Trade and other payables 0% 371 364
371 364
Net exposure 7,857 596

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

Sensitivity Analysis

If the interest rate on cash balances at 31 December 2020 and 2021 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 2021 2020 2021 2020
Mongolian Tugrug (MNT) 1 2,849.26 2,813.05 2,848.80 2,849.51
Australian Dollar (AUD) 1 1.332058 1466224 1378034 1.305016
Great British Pound (GBP) 1 0.727108 0.780108 0.741266 0.736474

Sensitivity Analysis
A 5% strengthening/weakening of the MNT against USD at 31 December 2020 and 2021 would not have a
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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.

Maximum exposure to credit risk at reporting date:

Consolidated

31 Dec 2021 31 Dec 2020

Note $'000 $'000
Financial Assets
Trade and other receivables 8 21 10
Net exposure 21 10

Impairment Losses
None of the Group's receivables are past due at 31 December 2021 (2020: 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 and
development 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.

PETRO MATAD LIMITED 91
ANNUAL REPORT 2021



(=1

PETROMATAD
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 0.17% 1,162 - - - 1,162
Trade and other receivables - 21 - - - 21
Financial Assets 2.90% 7,045 - - - 7,045
As at 31 December 2021 8,225 - - - 8,225
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 4,348 - - - 4,348

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

Consolidated

31 Dec 2021 31 Dec 2020
Note $'000 $'000
6 months or less 371 364
6-12 months - _
1-5 years = -
over 5 years = -
371 364

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 2021

Level 1 Level 2 Level 3 Total
Financial Assets
Trade and other receivables - 21 - 21
Total - 21 - 21
Financial Liabilities
Trade and other payables - 371 - 371
Total = 371 = 371
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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

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

22 CAPITAL MANAGEMENT

The Group's objectives when managing capital are to safeguard the Group's ability to continue as a going
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 and development
activities in Mongolia and operations of the Company.

The Group is not subject to externally imposed capital requirements.

23 EVENTS AFTER THE REPORTING DATE

None.
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24 AUDITORS’ REMUNERATION

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

Amounts received or due and receivable by Hall Chadwick (WA) Pty

Ltd:

- an audit or review of the financial report of the entity and any other
entity in the Group

- other services in relation to the entity and any other entity in the Group

Amounts received or due and receivable by Deloitte Onch Audit LLC
for:

- an audit or review of the financial report of subsidiary entities

- other services in relation to the subsidiary entities

25 OTHER INFORMATION

31 Dec 2
$'000

Consolidated
31 Dec 2020

021

44

44

20

20
64

$'000

43

43

41

41
84

Registered Office:

Victory House
Douglas

Isle of Man
IMT1 1EQ

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 2021 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
27 June 2022
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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 2021, 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 2021 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.

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.
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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

. Our procedures included, amongst others:
(Refer to Note 12 Exploration and

evaluation assets) e For Block XX, we assessed the Consolidated
Entity’'s rights to tenure by corroborating to

The balance is in relation to the L
government registries.

exploration and evaluation asset of PSC

block XX in Mongolia. e Reviewed budgeted exploration expenditure on
Block XX to ensure it will satisfy the capital
commitment required under the Production
Sharing Agreement;

We focused on this area due to the size
of the exploration and evaluation balance
($15.28 million as at 31 December 2021)

and to determine whether there are any e We assessed Block XX for one or more of the
indicators that the asset is impaired and following circumstances that may indicate
therefore not recoverable under IFRS 6 impairment of the capitalised expenditure and
“Exploration for and Evaluation of Mineral concluded no issues:

Resources”.

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

o substantive expenditure for further
exploration in the specific area is neither
budgeted or planned’

o 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

o 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.
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Key Audit Matter How our audit addressed the Key Audit Matter

Exploration and Expenditure
Commitments

Pr_ﬁ_ductlon Sharing Contract Fee: $2.44 Our procedures included, amongst others:

million

e Obtaining the Petroleum Sharing Agreements for
each block and agreeing the contract fees and

work obligations to the relevant calculations.

Minimum Exploration Work Obligations:
$6.50 million

Refer Note 18b Exploration Expenditure
( 2 g e Recalculating the disaggregation of total

Commitments) -

amounts due and comparing to the breakdown
As disclosed in Note 18b Petro Matad disclosed of amounts due in each subsequent
Limited has minimum spend obligations period.

under the terms of its Petroleum Sharing
Contracts with the Petroleum Authority of
Mongolia. This has been determined a
Key Audit Matter as adherence to these

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

requirements is required for Petro Matad e Cross referencing of internal budgets and
Limited to maintain the rights for forecasts to ensure they are consistent with the
exploration and thus its principal activity. 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 2021, but does not
include the financial report and our auditor’s report thereon.

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

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

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

Responsibilities of the Directors for the Financial Report

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

o |dentify 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.

e 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.

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

e 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.

e 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.

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

///[ all  Chadmife

HALL CHADWICK WA AUDIT PTY LTD CHRIS NICOLOFF ca
Director

Dated Perth, Western Australia this 27th day of June 2022
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