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STRATEGIC REPORT

for year ended 31 December 2015

The directors present their strategic report for the year ended 31 December 2015.

PRINCIPAL ACTIVITIES

The Company's principal activities during the year were the exploration, development and
production of crude oil and natural gas in Tunisia, Noith Africa. The Company has a 5% non-
operating interest in the developed Adam Concession, a 10% non-operating interest in the
exploratery portion of this. Coneession and @ 10% hori-operating interest in the Borj El Khadra
Rermit.

REVIEW OF THE BUSINESS
The loss:for the year, after taxation, amounted to § (2.1 m) (2014: Restated profit of $ 5.7 m).

During the year Medco Sahara Limited (the ‘Company’) transitioned:from-previously extant UK
GAAP to FRS 101 - Reduced Disclosure Framework and has taken-advantage of the disclosure
exemptions allowed. undér this standard. The Company’s immediate parent undertaking, Medco
Ventures International (Barbados) Limited (“MVI"), was nctified of and did not object to the use.of
the FRS 101 disclosure exemptions. Details of the recognition or measuremient differences
arising on the adoption of FRS 101 are-included in note 22 to these financial statements.

The Company’s key financiai-and. other performance indicators durinig the year were as. follows:

Year Ended  Year Ended
‘December-31 December 31

($ in thousands USD, unfess otheiwise noted) 2015 2014 Change (%)
Restated
Reveniué 7,913 16,076 -51%
Operating (loss)/-profit (2.052) 9,400 -122%
(Loss)/ Profit after tax (2,100) 5,686 -137%
Total net-assets. 5,785 47,885 -88%
Sales (boe/day)™ 467 515 9%
Operating cost per boe ($/boe) ! (30.18) (33.66) -10%
Capital expenditures 370 (185). -300%

MWhere amounts are expressed on a barrel of oil équivalent (“boe”) basis, natural gas volume
has been converted to BOE using a ratio:of 6,000 cubic feet of natural gas to one bamel-df oil
equivalent.

Medco Sahara Limited - 2015 . 3
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STRATEGIC REPORT (continued)

for year ended 31 December 2015

REVIEW OF THE BUSINESS. (CONTINUED)

Revenue and profit are reduced in 2015 mainly due to the decrease in oil price. Operating profit
reduced after operating cost of $3,1 million (2014 (Restated) — $4.2 million), depletion charge of
$2.1 million (2014 (Restated) — $3.0 million), exploration expenses :of $4.6 million (2014
(Restated) — $0.7 million) and general afd administration costs of $0.2 million (2014 (Restated) -
$0.35:million).

Total assets less.current liabilities include non-current assets of $10:8 million (2014 restated -
$17.5 million), current assets of $29:4 million {2014 — restated : $67.5 million), -and current
liabilities of $27.8 miltion (2014 — restated - $28.1 million), Capital expenditures for the year were
$4.9 million (2014: $0.7 millien) due to an impairment of the. exploration. and evaluation costs of
$4.6 million in 2015 following the uncerfainty of the extension of the BEK exploration block. Net
assets decreased by $41.5 million in 2015 compared to 2014 due mainly to the dividend payment
for $40 million.

PRINCIPAL RISKS AND UNCERTAINTIES

The Company's activities expose it to. a number of risks inherent in exploring, developing and
producing crude oil and natural gas. The Company is also exposed to financial instrument risks
including cash flow risk, interest rate risk, foreign cumency risk and liquidity risk. The use of
financial derivatives i$ governed by the Company's policies ‘approved by the board of directors,
which provide written principles on the use .of financial derivatives to manage these risks. The
main risks associated with the Company's financial agsets and liabilities are set out below.

Ability to Find, Develop ar Acquire-Additional Reserves,

The Company's future success depends largély on its participation to find and develop or acquire
additional crude -oil and natural gas reserves:that are economically récoverable. Exploration and
development drilling may not result in commercially productive reserves. Successful acquisitions
require an assessment of a number of factors, many of which are uncertain. These factors
include recoverable reserves, exploration potential, future oil-and gas prices, operating costs,
capital investments and potential environmental and other liabilities. Such assessments are
inexact and their accuracy is inherently uncertain.

Operational Hazards and Responsibilities

Oil and gas drilling and- producing -operations are 'subject to many. risks, including the possibility
of fire; explosions; mechanical failure; pipe failure; chemical spills; accidental flows of crude oil,
natural .gas or well fluids; sour gas releases; storms or other adverse weather conditions and
other occurrences and accidents, which could result in personal injury or less. of life; damage or
destruction of properties; environmental damage; interruption of business; regulatory
investigations and penalties and liability to third parties. The Company mitigates insurable risks
to protect :against significant losses by maintaining a comprehensive insurance program, while
maintaining levels and amounts of risks within the Company that management believes. to be
acceptable. The Company believes its liability and propery insurance is appropriate to its
business and consistent with common industry practice, although such insurance will not provide
coverage in all circumstances.

Medco Sahara Limited - 2015 ' 2
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STRATEGIC REPORT (continued)

for year ended 31 December 2015
PRINCIPAL RISKS AND UNCERTAINTIES (CONTINUED)

Project Completion Risk

The Comipany participates in. a variety of projects, including -exploration. and development
projects and the construction or expansiori of facilities and pipelines. Project delays may delay
expected reveriues and project cost overruns -could” make projects uneconomical. The
Company's. ability to complete projects depends upon numerous factors beyond the Company's
control. These factors include the availability of processing capacity; the availability and proximity
of pipeline capacity; the availability of-drilling and other equipment; the ability to access lands;
weather; unexpected cost increases; dccidents; the availability of skilled labour, including
engineering and project planning personnel; and regulatory rnatters:.

Financial Instrument Risks

The management team conducts an annual risk asseéssment of the business and manages the
risks identified to proactively prevent any material and adverse risk to the Company's future
operating profits or financial position. The objectives -aim to limit undue-counterparty exposure,
ensure sufficient working capital exists and monitor the management of risk.

Interest Rate Risk
The Company'’s exposure to the risk for changes in market interest rates is minimal.

Commodity Price Risk

Oil price determined by market will continue to be the highest risk which could impact the
Company's performance. Further price reduction has beén announced by several analysts.
Mitigations has been conducted including cost reduction and postponement of big capital
projects.

Liquidity Risk

The Company aims to mitigate liquidity risk by managing -cash generated by its operations.
Capital expenditure is carefully controlled through authorisation limits and cash payback periods.
are applied-as part of the investment appraisal process. Flexibility is maintained by short-term
borrowing or lending within the group companies.

‘Cash Flow Risk

Having the production profile which i$ refatively stable and the gas sales agréement with public
company (STEG) ensures that the Company will have: certain cash flow during the remaining
years of operation. ‘

On behalf of'w

Sanjeey Bansal
Directo
15-06-2017

Medco Sahara Limited - 2015 ' 5
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DIRECTORS’ REPORT

foryear ended 31 December 2015

REGISTERED NO. 05247439

The directors present their report and financial statements. for the year ended: 31 December
2015. : '

DIRECTORS A
The directors in office during the year ended 31 December 2015, and. up to the date of this report
unless otherwise noted, were. as follows:

R'Lorato was appointed on 1 January 2016 and S Bansal was.appointed on1 January72016.
In -addition, L Mahfoeg! was a director until 1 January 20176 when he resigned and F Shahab was
a director uintit 01 April 2017 when he resigned.

DIVIDENDS .
The Directors didn't approve any dividend for the year ended :31 December 2015 (2014 - $40
miillion).

FUTURE DEVELOPMENTS A
The Directors have no immediate plan or future development for the Company as development
plans are presénted annually by the operating partrer.

FINANCIAL RISK MANAGEMENT
The Company's. exposure to financial risk management is outlined in strategic report as shown
on page 5.

EVENTS SINCE THE BALANCE SHEET DATE
No. significant event occurred since Balance Sheet date.

DIRECTORS' QUALIFYING THIRD PARTY INDEMNITY PROVISIONS

The Company has.granted an indemnity to-its directors agairist. liability in respect of proceedings
brought by third parties, subject to the conditions set out in séction 234 of the Companies Act
2006. Such qualifying third party-indemnity provision remains in force ‘as at the date of approving
the directors’ report, )

DISCLOSURE OF INFORMATION TQ THE AUDITOR

So far, as.each person who was a director at the date of approving this report is-aware;, there:is
no relevant audit information, being information’ needed by the auditor in connection with
preparing its report, of which the auditor is. unaware. Having made enquiries of fellow. directors
-and the Company’s auditor, each director has taken all the steps that he is obliged to take as a
director in order to- maké himself aware of any relevant audit information and té establish that the
auditor is aware of that information.

Medco Sahara Limited.- 2015 _ )
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DIRECTORS’ REPORT (continued)

for year ended 31 December 2015

GOING CONCERN

After making enquiries, the Director has a reasonable expectation that the Company has
adequate resources to continue in operational existence for the foreseeable future. Accordingly,
they adopt the going concern basis in preparing the financial statements. For more information
on the going concern-assumption see note 21.

APPOINTMENT OF AUDITOR ,
There were no changes in 2015, as the Company has maintained Emst & Young ("EY")as the
Company’s auditor. '

On behalf of the Board
. %

Sanjeer Bansal.

Director

15-06-2017

Medco Sahara Limited - 2015 , 7
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DIRECTORS’ RESPONSIBILITIES STATEMENT

The directors -are re‘spo\nsi'ple for preparing the Strategic. Report, the: Diréctors’ Report and: the
financial statements it accordance with applicable UK’ law and regulations.

Company law requires the directors to prepare financial statements for -each. financial year.
Under that law the directors have.electéd to prepare the financial statements in accordance with
United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting
Standards and applicable faw) including FRS 101 — The Reduced Disclosure Framework (FRS
101'). Under company law the directors must not approve the financial statements unless they
are satisfied that they give a true and fair view of the state of affairs of the Company and of the
profit or loss for that period.

In preparing these financial statements, the directors are required to;

° select suitable accounting policies and then apply them consistently;
° make judgments and estimates that are reasonable and pruderit; and
. state whéther applicable UK Accounting Standards have been followed, subject to any

material departurés disclosed and-’exglaine‘d in the financial statements.

The directors are responsible for keeping proper. accounting records that are sufficient to show
and explain the Company’s transactions and disclose with reasonable accuracy at -any time the
financial position of the Company and enable them to ensure that the financial statements
comply with the Companies Act 2006. They are also-responsible for safeguardirig the assets of
the Company and hence for taking reasonable steps for-the. prevention and detection of fraud
and other irregularities.




Independent auditor’'sreport —
to the members. of Medco Sahara Limited

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MEDCO SAHARA
LIMITED

We have audited the financial statements of Medco Sahara Limited for the year ended 31
December 2015 which comprise the. Profit and Loss Account, the Statement of Changes in
Equity, the Statement of Financial Position, and the rélated notes 1 to 22. The financial reporting
framework that has been applied in their preparation is applicable iaw ahd United Kingdom.
Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including FRS
101 “Reduced Disclosure Framework".

This report is made solely. to the company's members, as a body, in accordance with Chapter 3
of Part 16 of the Companies Act 2006. Our audit work has been uridértaken so that we might
state to the company’s members those matters we are required to state to themi in an duditor's.
report and for no other purpose. TFo the fullest extent permitted by faw, we do not accept or
assume responsibility fo anyone- other than the company ard the company’s members as a
body, for our audit-work; for this report; or for the opinions we have formied.

Respective responsibilities of directors and auditor

As explained more fully in the' Statemerit ¢f Directors’' Responsibilities set out on page 8, the
directors are responsible for the preparation of the financial statements and for being satisfied
that they give a true and fair view. Our responsibility is to audit and express an opinion on the
financial statements in accordance with- applicable taw and international ‘Standards on Auditing
(UK and Ireland). Those standards require us to comply with the Auditing Practices Board's
Ethical Standards for Auditors. '

Scope of the audit of the financial statements

An audit involves obtaining evidence abodut the amournts and disclosures in the financial
statements sufficient to give reasonable assutance that the: f nancial statements are free from
matérial misstatement, whether caused by fraud of errof: This -includes an assessment of:
whether the accounting policies are appropriate to the company's circumstances and have been
consistently applied and adequately disclosed; the reasonableness of significant accounting
estimates made by the directors; and the overall presentation of the financial statements. In
addition, we read all the financial and. non-financial information in the Annual Report and
Financial Statements to identify material inconsistencies with the audited financial statements
and to identify any information that is apparently materially incarrect based on, or materially
inconsistent with, the knowledge -acquired by us in the course of performing the audit. If we
bécome aware of any apparent material misstatements or inconsistencies we. consider the
implications for our report.

Opinion on financial statements

In-our opinion the financial statements:

s give a true and fair view of the state of the company's affairsas at 31 December 2015
and of its loss for the year theh ended;

« have been properly prepared in accordance with United Kingdom-Generally Accepted
Accounting Practice, including. FRS.101 “Reduced Disclésure Frameworik™ and

< have been prepared in accordance with the requirements of the Companies Act 2006.




Independent auditor’s report
to the members of Medco Sahara Limited (continued)

Opinion on other matter prescribed by the Companies Act 2006
In our opinion, based on the work. undértakeri in the course of.the-audit:
» the infornation given in the: Strateglc Report and. the Difectors’ Repott for the fi pancial

year for which the financial statements are prepared is consistent with the financial
statements.

»  the Strategic Report and the Directors’ Report have been prépared in accordance with
applicable legal requirements.

Matters on which we are requ'i'red to report by exception

In lighit of the knowledge and understandmg of the Company and its environment obtained in-the
course of the audit, we have identified no material misstatements in the Strategic Report or
Directors’ Report.

We have nothing to report in respect of the following matters where the Companies Act 2006
requires usto feport to-you-if, in our opinion:

e adequate accountmg records have not been kept, or returns adequate for our audit
have not been received from branches not visited by us; or

» the financial statemerits are not in agreement with thé accouriting records and. returns;
or
e cedain disclosires of difectors’ fémuneration specified by law areé not made; or

o ‘we have not received sil the information and explanations we require forour audit.

Eraskt = Mounoy LLP
Jacqueline Ann Geary {Senior statutory auditor)
for and on behalf of Ernst:& Young LLP; Statutory-Auditor
London
2 June 2017
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PROFIT AND LOSS ACCOUNT

for the year ended 31 December 2015

Notes 2095 2014

3'000. $'000

Restated

Revenue 5 7,913 16,076
Cost of sales {5,140) (6,325)
Gross profit 2,773 9,751
General and administrative expenses (4,824)- (351)
Operating (loss)/profit 6 {2,051) 9,400
Finance income 8 123 1,070
Finance costs 9 (43) (50)
({Loss)/Profit béfore taxation (4,971) 10,420
Tax (Charge)/Credit 10 (129) (4,734)

({Loss)/ Profit for the financial year '(2,{1100'5) 5.,686.

The notes on pages 14-36 form -an integral-part of the financial statements.:
The results shown above are derived wholly from continuing operations.
There wefe no recognized gains and losses other than the loss for the year of $2.1 m (2014

(Restated) — profit of $5.7 m). Consequently, a statement.of comprehensive income has not been
prepared.

Medco Sahara Limited - 2015 ) 11
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STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2015
Issued Retained Total
capital -earmings
$'000: $'000 $'000
At 1 January 2014 ( Restated) 0 42,199 42,199
Profit for the financial year (Restated) 0 5,686 5,686
Total comprehensive income for the year (Restated) 0] 5,686 5:686
At 31 December 2014 (Restated) 0 47,885 _ 47;885
Loss for the financial year 0 (2,100) .  (2,100)
Total comprehensive (loss) for the year 0 (2,100) (2,100)
Equity dividends paid (note 17) 0 (40,000)  (40,000)
At 31 December 2015 .0 5,785 5,785

The notes on pages 14 to 36 are an integral part of these financial statements.

Medco Sahara Limited - 2015
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STATEMENT OF FINANCIAL POSITION

31 December 2046

Notes 2015 20714
000 §$000
(Restated)
Non-curreht assets
Exploration and evaluation assets 11 - 4,573
Oil and gas properties and other property, plamt 12 9,738 11,670
and equipment
Deferred tax asset 1.116 1,223
10,854 17,466
Current assets
{nventories 13 2,318 2,531
Trade and other receivables 14 25,532 61,836
Cash at bank and in hand 1,540 ‘ 3,145
29,380 67,692
Tota} assets v 40,244 84,978
Equity and liabilities
Equity
Retained eamings 5,785 47,885
5,785 47,885
Non-current liabilities
Deferred tax llabilities 10 4,589 6.788
Provision for liabilities 16 2,029 2,223
6,618 8,878
Curtent liabifities
Trade and other payabies 15 27,841 28,118
‘ 27,841 28,115
‘Total liabilities 34,469 37,093
Total shareholder's equity and tiabiilties 40,244 84,978

The notes on pages 14 to 36 are an integral part of these financial statements. The financial
stalements were approved by the board of directors on 15-06-2017.

By the erder of Board
Sanjeev Bansal

| o et
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2015

1 AUTHORISATION' OF FINANCIAL STATEMENTS AND STATEMENT OF
COMPLIANCE WITHERS 101
The financial statements of Medco Sahara Limited (the “Company”) for the year ended
31 December 2015 were authorised for issue by the board of directors-on 15 June 2017
and the statement of financial position was. sigried on the board's behalf by Sanjeev
Bansal. Medcoe Sahara Limited is incorporated and dorniciled in England and Wales.
The Company transitioned from. the previously extant UK GAAP to F‘RS 101 as at 1
January 2014, The Company has early adopted S! 2015/980 amendment applicable for
annual periods beginning 1 January 2016 or thereafter. An explanation of how transition
to FRS 101 has affected the reported statement of financial position and financial
.performance.is given in note 22
The Company's financial statements are presented in US Dollars (3). and all values are.
rounded to-the nearest thousand dollars ($000) except when otherwise indicated.
The principal accounting policies adopted by the Company are set out in- Note 2.

2 ACCOUNTING POLICIES.

2.1 Basis of preparation
These financial statements have been prepared in accordance with FRS 101 The
Reduced Disclosure Framework. The financial statements have been prepared under the
historical cost convéntion. The financial statements are prepared under the going
concern basis.
Disclosure exemptions.
The Company has taken: advantage of the following disclosure exemptions. allowed
under FRS 101 and the Company's immediate parent undertaking, Medco Ventures
International (Barbades) Ltd, was notified: of and did not-object to the use of disclosure
exermiptions:

(a) the requirements of IFRS 7 Financial lnstrumenté: Disclosures:

(b) the requirements of paragraphs 91-89 of IFRS 13 Fair Value Measurement;

(¢) the requirement in paragraph 38 of IAS 1 Presentation of Financial Statements (1AS 1)
to present comparative information in respect of:

i. paragraph 79(a)(iv) of IAS 1 and
ii. paragraph 73(e) of IAS 16 Property, Plant and Equipment;

(d) the reéquirements of paragraphs 10(d), 10(f), 16, 38A to 38D, 40A to 40D, 111 and 134-
136 of IAS 1 Presentation of Financial Statements;

Medco Sahara Limited - 2015 ' 14
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NOTES TO THE FINANCIAL STATEMENTS (continued)

@
(@)
(h)

22

2.2.1

31 December 2015

2. ACCOUNTING POLICIES (CONTINUED)
Disclosure exemptions (continued)

the requirements of IAS 7 Statement of Cash Flows;

the requirements of paragraph 17 of IAS 24 Related Party Disclosures ('IAS 24');

the requirements in IAS 24 to disclose related party transactions entered into between two or
more members of a company, provided that.any subsidiary which is-a party to the transaction
is wholly owried by such:a member; and

the requirements of paragraphs 130(f)(ii), 130(f)(iii), 134(d) to 134(f) and 135(c) to 135(e) of
IAS 36 Impairment of Assets.

Significant accounting judgements, estimates and assumptions.

The preparation of financial statements requires .management to make - assumptions,
estimates and judgemerits that.affect the amounts reported -as assets and liabilities. as at the
reporting date and the amounts' repoited: as revenues and expenses during the period.
However, the nature of estimation means that actual outcomes could differ from those
estimates..

In padicular, the Company has ideitfified the following areas where significant judgements,
estimates and assumptions are required. Further information.on éach of these areas and how
they impact the various accounting policies are déscribed below and also.in the relevant notes
to the financial statements.

Changes in estimates. are acgounted for prospectively.
Judgements

Joint arrangements.

Judgement is required to determine when the Compahny has: joint control over:an arrangement,
which requires an assessment of the relevant activities and when the decisioris in relation to
those activities téquire unanimous. consent, The Company has determined that the relevant
activities for its joint arrangements are those relating to the operating @nd capital decisions of
the arrangement. Judgement is also required to classify a joint arrangement. Classifying the
arrangement requires the- Company. to assess their rights and obligations arising from the
arrangement:

Specifically, the Company considers:

¢ the structure of the joint arrangement — whether itis structured thfough a separate vehicle

¢« when the arrangement is structured through a separate vehicle, the Company also
considers the rights and obligations -arising from:

o thelegal form of the separate vehicle

o the terms of the contractual arrangement

» other facts and circumstances, considered on a case by case basis

‘This assessment often requires significant judgement. The Company .assessed its current

arrangements and have classified the same as jointly controlled operation.

ﬂ Medco Sahara Limited - 2015 15
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NOTES TO THE FINANCIAL STATEMENTS (continued)

31 December 2015

2
2.2

ACCOUNTING POLICIES (CONTINUED)

Significant accounting judgments, estimates. and assumptions (continued)

2.2.1 Judgements (continued)

ii.

222

Taxation

Management judgement is required to determine the amount of deferred tax liabilities that can:
be recognised, based upon the Jikely timing and level of future taxable profits together with an
assessment of the effect of future tax planning strategies.

Estimates and assdmptions

Exploration and evaluation expenditires
The-application of the Company's accounting policy for exgloration and evaluation expenditure

requires.judgement:to determine whéther future économic benefits are likely, from future: either

exploitation or sale, o whether activities have not feached a stage which. permits a reasonable
assessment of the existence of reserves. The determination of reserves and resourees is itself
an estimation process that: involves varying degrees of uncertainty depending on how the
resources are classmed These: estimates. directly. impact. when the Company defers
exploration and evaluation expenditure: The deferral policy requires management to make
certain estimates and assumptions about future events and circurristances, in- particular,
whéther an economically viable extraction opération can be established. Any such estimates
and .assumptions may change as new information becormes available. If; after expenditure is
capitalised; information becomes available suggesting that the recovery of the expenditure is
unlikely, the relevant capitalised amount is written- off in the profit and loss account in the
period when the new information bécomes ‘available.

Units of production (UOP) depieciation-of.cil and gas. assets

Oil and gas properties. are .depreciated using the WOP method. This results in a
depreciation/amortisation charge proportional to the depletion of the anticipated remaining
production from the field..

The life of each item, which is. assessed at least annually, has regard to both: its physical life
limitations and présent asséssments of econemically recoverable reserves of the field at which
the asset is located. These calculations require the use of estimates and assumptions,
including the amount of recoverable reserves and estimates of future capital expenditure. The
calculation -of the UOP rate of depreciation/amortisation will be impacted to the extent that
actual production in the future is different from current forecast production based on total
proved reserves, or future caprtal expenditure estimates. changé. Changes to proven reserves
could arise due to changes in the factors or assumptions used in estimating reserves,
including:

o the effect on proved reserves. of differences between actual commodity prices -and
commodity price assumptions
» unforeseen operational issues

Medco Sahara Limited - 2015 16
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NOTES TO THE FINANCIAL STATEMENTS (continued)

31 December 2015

2 ACCOUNTING: POZ-_'ICIE\_S, {CONTINUED)
2.2 -Significant accounting judgments, estimates and assumptions =(;r;anlinuéd)
2.2.2 Estimates and assumptions (continued)

i, Recoverability-of Oil-and gas assets

The Company assesses each asset or cash generating unit (CGU) at each reporting period to
determine whether any indication. of impairment exists. Where an' indicator of impairment
exists, a formal estimate of the recovérable amount is made, which Is considered to be the
higher 6f the fair value less costs of disposal (FVLCD) and value in use (VIU). The
assessments require the use of estimates and :@ssumptions such as long-term oil prices
(considering current and historical prices, price trends and related factors), discount rates,
operating costs, future capital requirements, decommissioning,.costs; exploration potential;
reserves and operatitig performance (which includes production and sales volumes). These
estimates and assumptions are subject to-risk and unceitainty. Therefore, there is a possibility
that changes in. circumstances will impact these projections, which may impact the
recoverable - amount of assets and/or CGUs.

v. Decommissioning costs

Decommissioning cests will be: incurred by the Company at the end of the operating life of
some of the Company's facilities: and properties. The Company assesses.its decommissioning:
provision at each reporting date. The ultimaté. decommissioning costs are uncertain and cost
estimates can vary in response to many factors, including changes to relevant legal
requirements, the emergence. of riew réstoration techriiques or experience at other -production
sites. The expected timing, extent and aimount of expenditure may also change — for
example, in response to changes in reserves or changes in laws and regulations or their
interpretation. Therefore, significant estimates and assumptions are made in determining the
provision for decommissioning. As a result, there could be significant adjustments to the
provisions established which would affect future financial results..

External valuers may be used to assist with the assessment of future decommissioning costs.
The involvement of external valuers is. determined on a case by case basis, taking into
account factors such a8'the expected gross cost or timing: of abandonment. Selection criteria
include market knowledge, reputation, independence and whether proféssional standards are
maintained.

The provision at reporting date represents management's best éstimate of the present: value of
the future decommissioning costs required.
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NOTES TO THE FINANCIAL STATEMENTS (continued)

31 Decémber2015

2 ACCOUNTING POLICIES (CONTINUED)

2.3 Summary of significant accounting policies
The principal accounting policies adopted are set out below:

i Interests in joint anangements- Joint operatlans
A joint.arrangement is an arrangement over-which two or mére.paities have joint.control. Joint
control is the contractually agreed shanng of control: of an arrangement, which exists only
when decisions-about the relevant activities (being thosé that significantly affeét the returns of
the arrangement) require unanimous consent:of the parties sharing control.
The operation of substantially all of the crude oil and natural gas exploration, development and
production activity is conducted through joint arrangements that are not entities. In relation to
its interests in joint operations, the Corﬁpany recognises its:
s  assets, including its share of any assets held jointly
e liabilities, including its share of any liabilities incurred jointly
* revenue from the sale of its-share of the output arising from:the joint operation
s share of the révenué from the salé of the output by the joiit operation
¢ -expenses, including its share of any expenses. incurred jointly

ii. Foreign currency transactions
The Company’s financial statemerits:are presented in US dollar ($), which is also its functional
currency.
Transactions in foreign.currencies are initially- recorded in .the entity's functional currency by
applying the spot exchange rate ruling at the date of the transaction. Monetary assets and
liabilities. denominated in foreign currencies are retranslated at the functional currency rate of
exchange ruling at the reporting date. All differences are taken to the profit and loss account.
Non-monetary assets. and liabilities, other than those measured at fair value, aré riot
retranslated subseguent to. initial recognition.

i, Oil and natural gas exploration, evaluation and development expenditure

Oil and natural gas exploration, evaluation and development expenditure is accounted for

using the successful efforts method of accounting,

Pre-licence costs
Expenditures .incurred prior to the acquisition of a I‘icense and the costs of other explofation
activities which are not specifically directed to an identified structure are written off in.the year.

Subsequent cosis

After appraisal, if commercial reserves are found, then. the net capitalized costs. incurréd in
discovering the field are transferred into property, plant and equipment. Any subsequent
development costs are capitalized in property, plant and equipment,
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ACCOUNTING POLICIES (CONTINUED)
Summary of significant accounting policies (continued)
Oil and gas properties and other property, plant and equipment

Initial recognition

Oil and gas properties and other property, plant and equipment are stated at cost; less

accumulated depreciation and accumulated impairment losses. Acquisition. costs of crude oil
and natural gas properties .and costs of drilling and equipping developmént wells are
capitalized to their appropriate cash generating unit (*CGU’). Détermination of what
constitutes a CGU is subject to management judgments. When a development project moves
into the praduction stage, the éapitalisation of certain construction/development costs ceases,
and costs. are either regarded as part of the cost of invéntory or expensed, except for costs
which qualify for capitalisation relating to oil and gas property asset additions, improvements
or new developments,

General and administrative experiditure is capltalized only where it directly relates to
capitalized activities. All other costs including periodic llcense fees and excharige gains and
losses are expensed. Exploration well costs are mxtlally capitalized. and, if subsequently
determinéd to have not found sufficient reserves. to justify commercial production, are charged
to dry hole expense within general and admiinistrative expenses. Exploration well costs that
have found sufficient reserves to justrfy comimercial production, but those reseives cannot be
classified as proved, continue to be capitalized as-long as sufficient progress.is being made to
assess the reserves and economic viability of the well and related project. All other exploration
costs, including geological and geophysical costs and annual lease rentals, are charged to
exploration costs when incurred.

Depreciation/amortization

Qil and gas properties are depreciated/amertised on'a unit-of-production basis. This methed is
calcylated on a CGU basis usifig estimated future development costs and estimated proved
and probable reserves of oil and natural gas at the end of the financial year. For the purpose
of this calculation, préduction of crude oil-and natural gas proved and probable reserves are
converted to @ common unit of medsure on the basis of their approximate relative energy
content.

An item of property, plant and equipmerit and any significant part initially recognised is
derecognised upon disposal or when no future economic benefits. are expected from its use or
disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference
between the net disposal proceéds and the carrying amount of the asset) is included in the
profit and loss account when the asset is. derecognised..

The asset's residual values, useful lives and methods of depreciation/amortisation are
reviewed at each.reporting period and adjusted prospectively, if appropriate:
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NOTES TO THE FINANCIAL STATEMENTS (continued)
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2.3

vi.

ACCOUNTING POLICIES (CONTINUED)
Summary of significant accounting policies (contiriued)

Impairment of property; plant-and equipment

The Company assesses assets or groups of asseéts for impairment whenever evénts or
changes in circumstances indicate that the carrying value of an asset may nat be recoverable.
Individual gssets are groupéd for impairment assessment purposes at the Towest level at
which there are identifiablé cash flows that are largely independént of the cash flows of other
groups of assets. If any such indication of impaiment exists: or whén annual impairment
testing for an asset group is required, the: Company makes an estimate of its recoverable
amount.. An asset, group's. recoverablé amount is the higher.of its net realisable value and its
value in use. Whiere.the carrying amount of an asset group exceeds its recoverable amount,
the asset group is considered impaired -and is written ‘down to its recoverable .amount. In
assessing value in use, the éstimated future cash fiows are adjusted for the risks specific to
the asset group. and are discounted to their present value. using a pre-tax discount rate that
reflects current market assessments of the time value of money.

An assessirient is. made at each; reporting daté as to whether there is any indication that
previously recognised impairiment-losses may no longer exist or may have decreased. If such
indication exists, the recoverable amount is estimated. A previously recognised impairment
loss is reversed only if there has been a change in {he estimates used to determine the asset's
recoverable amount since the last impairment loss was recognised. If that is tfie case, the
carrying amount of the asset is increased to its recoverable amount.

Financial ins_tmments'
Financial assets and financial liabilities are recogniséd in the:Company's statement of financial
position when the Company becomes a party to the contractual provisions of the instrumerit.

(a) Financial assets

Financial assets within the scope of IAS 39 are classified as financial assets at fair value
through profit or loss, loans and receivables, held-to-maturity investments, available-for-sale
financial assets, or as derivatives designated as hedging-instruments in .an effective hedge, as
appropriate. The Company determines the classification of its financial assets at initial
recognition.

All financial assets are recognised initially at fair value plus, in the case. of investments not at
fair value through profit or loss, directly attributable transaction costs. Financial assets are
recognised when the Company beconies party to the contracts that give rise to them. The
Company classifies finaricial assets at inception as loans and receivables, financial assets at
fair value through profit or loss, or available-for-sale financial assets.
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