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TARGET Enlorgy Grong Limited
Badentoy Road

Badtentoy Park

Portlathen

Abordeen

Director’s Report ABJ2 YA

Tel: +44(0) 1224 783999
Faro +44(D)1 224 703997

Conpany's Activity and resulfs for the Year ended December 31, 2017

The Directors submit to the shareholders the statement of financial position as at
Dacember 31, 2017 together with the statement of comprehensive income for the year

ended on that date.
‘The Company’s tumover is GBP 5 Million which is higher then the previous year and
the loss for the year js GBP 784 Thousand, The revenuss were generated from both

ongoing contrects 45 well as from new businesses secured duning the period from
customers both within and outside of United Kingdom.

Net Worth:
The total net wotth of the company as on December 31, 2017 is GBP (1.4) Million.

Far and on behalf of Board of Directors

e

CHAIRMAN
e OB 0] 20\ B

ABDULLA NASSER HUWAILEEL AL MANSOORI

Reglstared In Scatfond No. 2046333, Registerad Office: 34 Afliyn Place. Abardaen ABLO 1FW




Suategic Report
For the Year Ended 31 December 2017

The directors, in preparing this strategic report, have complied with 84 14C of the Companies Act 2006.

Principal activities

Target Energy Group Limited is the holding company for a group of companics whose principal activity is
the provision of well placement services, primatily directional drilling, measurement while drilling, logging
while drilling and surveying services to the oil and gas industry. The Group vperates in Europe and Aftica,

Business review, key performance indicators, current and future developments

The Group's key financial performance indicators include revenue, profit/(loss) for the year and Eamings
Before Interest, Tax, Depreciation and Amotisation (EBITDA). Revenue in the year was £5m, a increase
of £1.8m, (56%) from 2016. The loss for the year amounted fo £ 784k (2016: ioss of £2.9m). Net liabilities
as at 3] December 2017 were £2 m (2016: £1.8m).

The Group recorded negative EBITDA from continuing operations of £17k compared to negative
EBITDA of £1.9m in 2016. A comparison of EBITDA performance is summarised below:

2017 2016
£ £

Loss for the year (784) (2,979)
Tax charge 202 397
Depreciation 501 679
Finance costs 64 46
(Reversal)/accrual of reserve for slow moving inventories (16)
Withholding tax and VAT receivable provided - (45)
EBITDA an (1,918

The directors expect a significant increase in the activity levels, for both the Group and the industry, in the
farthcoming year with main element of the Group’s increase coming flom recently awarded projecis in
Kazakhstan and Azerbaijan. In addition the directors also expect and increase in activity levels in UK and

Europe.

Principal risks and uncertsinties

Principal risks faced by the Group include changing il prices, changing legislation and the undertaking of
operations in various overseas and remote jurisdictions, The oi] and gas industry is in the midst of a
prolonged worldwide downturn in commadity prices, which has an indirect effect on the Group. The directors
expect the Group to continue trading profitably by diversifying into the steam energy industry and expanding
1o new markets. The directors monitor changes in law and seek relevant advice for each country of operation.
Regular reviews of health and safety requirements, employment law and environmental law are undertaken to
ures remain appropriate and refevant. .
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Independent Auditors’ Report
To the Shareholders of Target Energy Group Limited

Report on the Audit of the consolidated financial statements

Opinion

We have audited the consoclidated financial statements of Target Energy Group Limited
(the "Company”) and its subsidiaries {the “Group”} which comprise the cansolidated
statement of financial position as at 31 December 2017, the company statement of
financial position, the consolidated statements of profit or loss and other
comprehensive income, changes in equity and cash flows for the year then endedand
notes, comprising significant accounting policies and other explanatory information.

In our opinion, the accompanying consolidated financlal statements present fairly, in all
material respects, the consoildated financial position of the Group as at 31 December
2017, and its consolidated financial performance and its consolidated cash flows for
the year then ended in accordance with International Financial Reporting Standards

{IFRS).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing {ISAs).
Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the consolidated financial statements section of our
report. We are independent of the Group in accordance with International Ethics
Standards Board for Accountants Cods of Ethics for Professional Accountants (IESBA
Code) together with the ethical requirements that are relevant to our audit of the
consolidated financial statements in the United Arab Emirates, and we have fulfilled
our other ethical responsibilities in accordance with these requirements and the IESBA
Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Material Uncertsinty Relsted to Going Concern

We draw sttention to note 2 {g) of the consolidated financial statements, which
indicates that the Group incurred a net loss of GBP 784 thousand for the year ended
31 December 2017 {2016: GBP 2,979 thousand) and, as of that date, the Group's
current liabilities exceeded its total assets by GBP 1,381 thousand (2076: GBP 597
thousand). As stated in nate 2 (a), these events or conditions, along with other matters
as set forth in note 2 (a), indicate that a material uncertainty exists that may cast
significant doubt on the Group's ability to continue as a going concern, Our opinion is
not modified in respsct of this matter

Other matter

The consolidated financial statements of Target Well Control Limited as at and for the
year ended 31 December 2017 were audited by another auditor who expressed an
unmedified opinion on those statements in their report.




Target Energy Group Limited

Indgpendent Auditors’ Report on the Audit of the Consolldated Financial Statements
31 December 2017

Other Information

Management is responsible for the other information. The other information comprises
tha Directars’ report set out on page 1.

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

In connection with our audit of the consolidated financial statements, our responsibllity
is to read the other information and, in doing so, consider whether the ather information
is materially inconsistent with the consolidated financial statements or our-knowledge
obtained in the audit, or otherwise appears to be materially misstated. If, based on the
work we have performed, we caonclude that there is @ material misstatement of this
ather information, we are required to report that fact. We have nothing to report in this

regard.

Responsibilities of Management and Those Charged with Goverﬁance for the
Consolidsted Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with [FRS, and for such internal control as
management determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for
assessing the Group'’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
management either intends to liquidate the Group's or to cease operations, or has no
realistic alternative but to do so.

Those Charged with Governance are responsible for overseeing the Group's financial
reporting process.

Auditors' Responsibilities for the Audit of the Consolidated Financial Statements

Our objsctives are to obtaln reasonable assurance about whether the consolidated
financlal statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditors’ 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 iSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individualty
or in aggregate, they could reasonably be expeacted to influence the economic decisions
of users taken on the basis of these consolidated financial statements,

As part of an audit in accordance with ISAs, we exercise professional judgment and
maintain professional scepticism throughout the audit. We also:

¢ ldentify and assess the risks of material misstatement of the consolidated financial
statements, 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 invalve
collusion, forgery, intentional omissions, misrepresentatians, or the override of

internal control.
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. Targat Enorgy Group Limited
Independent Audilors’ Report on the Audit of the Consalidatad Finsncisl Statemants
31 Dscembet 201 7

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements
(continuad)

& Obtain en 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 effactiveness of the Group's internal control.

s Evaluate the appropriateness of accounting policies used and the reasanableness
of accaunting estimstes and relsted disclosures made by management.

s  Conclude on the appropriateness of management’s use of the going concern basis
of accounting and, based on the audit evidenca obtained, whether a material
uncertainty exists related to evants or conditions that may cast significant doubt
on the Group’s ability to continue as a going concem. i wa concliude that a
materig! uncertainty exists, we are required to draw attention in our auditors'
report to the related disclosures in the consolidated financisl statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on
the sudit avidence obtained up to the dete of our auditors’ report. Howaver, future
events or conditions may cause the Group to cesse to continue as a going
concern.

# Ewvaluste the ovarall presentation, structure and content of the consolidated
financial statements, including the disclosures, and whether the consolidated
financlal statements rapresent the underlying transactions and events In 8 manner
thet achieves fair presentation.

o  Ohtain sufficient appropriate audit evidence regarding the financisl information of
the entities or businass activities within the Group 10 express an opinion on the )
consolidsted financlal statements. We are responsible for the diraction, i
supervision and performance of the group sudit. We remaln solely responsible for
our audit opinion
We communicats with those charged with govemance regarding, emong other
matters, the planned scops and timing of the audit and significant audit findings,
including any significant deficlencies in internal control that we identify during our

audit.

KPMG

KoM 6 | -
Date: 26 September 2018

Richard Ackland
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Target Energy Group Limited

Consolidated statement of profit or loss and other comprehensive income

For the year ended 31 December

2017

Note GBP’000

Revenue 5,026
Cost of sales 7 (4,449)

Grosg profit 577
Administrative expenses 8 (1,224)

Qther income, net o 9 129
Results from operating activities (518)
Net finance costs (64)
Profit before tax (582)
Tax expense 18 (202)
Loss for the year (784)

Other comprehensive income for the year -
Total comprehensive loss for the year ) (784)

2016
GBP'000

3,219
(4,434)

(1,336)

2,551)
(45)

(2,596)

(383)

(2979

(2,979)

SRl

The notes on pages 10 to 29 form an integral part of these consolidated financial statements.

The independent auditors’ report is set out on pages 3 to 5.




Target Energy Group Limifed
Consolidated statement of financial position

As at 31 December
2017 2016
Note GBP’0D0 GBP*00D
Asssfs
Property end equipment ’7) 702 1,184
Non-current assets 702 1,184
Inventorfes 12 §80 566
Trade and other recelvables 13 2,324 2,973
Amounts due from related partles M - 158
Cash in hand and at banks 15 1,446 7
Current sssefs 4,350 3,704
Total assets 8,052 4,888
=" = ] e
Share espital 16(a) 5 5
Share premium 5005 5,005
Porelgn cumrency translation reserve 1,528 1,528
Accumuleted losses 8,475) {1.69))
(1,937) (1,153
Non - equlty shares 16(0) 556 556
Tota) equity (1,381) 597
Current Lis; bilities
Trade and other payables 17 1,946 2,239
Amounts dus to related parties 4 1,358 1,017
Bank overdrait 15 3,120 2,229
Total carrent Uabilitles 6433 5,485
Tofal labjiitics §,433 5,485
Total eguity aad Jiabilities 5,052 4,388
"Those financial statoments wess approved and authorised for lssuz on BB (P[4 by e shereholdors

and signed on theft behalf by:

Q‘*ﬂ o~ 2

Director Dirgotoh
AABDULLA NASSER  HNEBAL MUBARAK NA'?ﬁ AL ALAWI

The notes on pages 10 to 29 form en integeali part of thess consolidated financial statements.

The independent auditors® report [s set out on pages 3 to S.




Target Energy Group Limited

Consolidated statement of changes in equity

For the year ended 31 December

At | January 2016

Total comprehensive
Loss for the year

At 31 December 2016

At 1 January 2017

Total comprehensive
Loss for the year

At 31 December 2017

Share Accumulated Share Other
Capital losses premium reserve Total
GBP’000 GBP’000 GBP000 GBP'000  GBP'000
(note 16) .

5 4,712) 5,005 1,528 1,826

- 2,979) - - (2,979)

5 {7,691) 5,005 1,528 (1,153)

5 (7,691) 5,005 1,528 {(1,153)

- (784) - - (784)

5 (8,475) 5,005 1,528 (1,937

The notes set out on pages 10 to 29 form an integral part of these consolidated financial statements.




Target Energy Group Limited

Consolidated statement of cash flows
For the year ended 31 December

2017 2016
Notes GBP’000 GBP’000
Cash flows from operating activities
Loss for the year (784) 2,979)
Adjustments for:
Depreciation 1 501 679
Provision for slow and obsolete moving
inventory (ney) ) 12 39 (16)
Gain on disposal of property and equipment 9 22) 10
Interest expense (iet) 64 45
Provision for tax expense 18 ‘ 202 383
Provision for doubtful debts (net) 13 (73) 143
Reclassification in property and equipment 11 _— 28
(73) (1,707)
Changes in:
Inventories 12 (53) 30
Trade and other receivables 13 722 502
Amounts due from related parties 14 158 -
Trade and other payables 17 (320) (600)
Amounis due to related parties M 341 1,053
Cssh generated from operations 75 (722)
Tax paid 18 (175) .
Net cash generated from / (used ir)
operating activities 600 (722)

Cash flows from investing activities
Acquisition of property and equipment 1 8%
Proceeds from disposal of property and equipment 1/ 92

Net cash generated from investing activities 3 \ -
Cash flows from financing activities

Interest paid (64) @s)
Net cash used in financing activities (6d) “5)
Net increase / (decrease) in cash and cash equivalents 539 (767)
Cash and cash equivalents at 1 January 2,222) (1,455)
Cash and cash cquivalents at 31 December /5 (1,683) (2,222)

The nates on pages 10 to 29 form an integral part of these consolidated financial statements,

The independent audifors® report is set out on pages 3 to 5.




Target Energy Group Limited

Notes to the consolidated financial statements

1

(@)

@)

(c)

(d)

()

Legal status and principal activities

Target Energy Group Limited (the "Company" together with its subsidiaries, the "Group") is
a company incorporated in the United Kingdom under the Companies Act. The address of the
registered office is given on page 1. The nature of the Group's operations and its principal
activities are set out in the Strategic Report on page 2,

These financial statements are presented in pounds sterling because that is the currency of the
primary economic environment in which the Group operates.

Basis of preparation

Golng concern

These financial statements have been prepared on a going concern basis, The Company
Incurred a net loss of GBP 784 thousand during the year ended 31 December 2017 (2016:
GBP 2,979 thousand) and at 31 December 2017, the Company had net current liabilities
amounting to GBP 6,433 thousand (20/6: GBP 5,485 thousand) and accumulated losses of
GBP 8,475 thousand (20/6: GBP 7,691 thousand) which exceed the share capital of the
Company. The shareholders have resolved that the Company should continue its business
operations. Consequently, these financial statements have been prepared on a going concern
basis as the Company’s shareholders have confirmed their intention to continue to provide
financial support to the Company to enable it to meet its liabilities as they fail due and to
continue to carry on its business without a significant curtailment of the Company’s
operations. .

Statement of compliance

The financial statements of Tarpet Energy Group Limited are prepared in accordance with
International Financial Reporting Standards ("IFRS"). The financial statements have been
prepared in accordance with [FRSs adopted by the Eurgpean Union and therefore the
Company and the Group financial statements comply with Article 4 of the EU IAS
Regulation )

Basis of measurement
These consolidated financial statements have been prepared on the historical cost basis.

Functional and presentation currency

The consolidated finaacial statements are presented in GBP, which is the Group’s functional
and reporting currency. All financial information presented in GBP has been rounded to the
nearest thousand. Items included in the financial statements of each of the Group’s overseas
subsidiaries are measured using the currency of the primary economic environment in which
they operate and are translated in accordance with the policies stated in note 3 (b) it).

Use of estimates and judgemenis

The preparation of consolidated financial statements in conformity with IFRS requires
management to make judgements, estimates and assumptions that affect the application of
accounting policies and the reported amounts of assets, liabilities, incomec and expenses.
Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an on-going basis, Revisions to
accounting estimates are recognised in the period in which the estimate is revised and in any

future periods affected.

10




Target Energy Group Limited

Notes to the consolidated financial statements

3

(a)
@

()

9

w)

)
@

Significant accounting policies

The accounting policies set out below have been applied consistently to all the years
presented in these consolidated financial statements and have been applied consistently by
Group entities.

Basis of consolidation
Subsidiaries

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is
exposed to, or has rights to, variable retums from its involvement with the entity and bas the
ability to affect those returns through its power over the entity. The financial statements of
subsidiaries are included in the consolidated financlal statements from the date on which
controf commences until the date on which control ceases.

Acqulsitiuny from entitles under common control

Business combinatiops arising from transfers of interests in entitles that are under the control
of the shareholder that controls the Group are accounted for at the date that the transfer
occurred. The assets and liabilities acquired are recognised st the carrying amounts
recognised previously in the books of transferor entity. The components of equity of the
acquired entities are added to the same components within Group equity. Any cash paid for
the acquisition is recognised directly In equity. '

Loss of control

When the Group loses control over a subsidiary, it derecognises the assets and liabilities of
the subsidiary and any related non-controlling interest and the other components of equity.
Any resulting gain or loss is recognised in profit or loss. Any interest retained in the former
subsidiary is measured at fair value when control is lost. Subsequently, it is accounted for as
an equity accounted investee or as an available-for-sale financial asset depending on the level
of influence retained.

Transactions elimina{ed on consolidation

Intra-group balances, and any unrealised income and expenses arising from intra-group
transactions, ace eliminated in preparing the cansolidated financial statements. Unrealised
gains arising from transactions with equity accounted investees are elimlnated against the
investment to the extent of the Group’s interest In the investee. Unrealised losses are
climinated in the same way as unrealiscd gains, but only to the extent that there is no
evidence of impairment,

Foreign currency

Foreign currency transactions

Amounts expressed in foreign currencies are retranslated into sterling at the average market
rate of exchange ruling at the close of business at the period end. Transactions during the
period are translated at the average market rates prevailing at the dates of the transactions,
Bxchange gains or iosses arising are included in the consolidated statement of profit or loss,

L6 e iariam vt e § e ooy g
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Target Energy Group Limited

Notes to the consolidated financial statements

3
®)
L7

©

Significant accounting policies (continued)

Foreign currency (continued)

Foreign operations

The assets and liabilities of foreign operations are translated to GBP at exchange rates at the
reporting date. The income and expenses of foreign operations are translated to GBP at
average exchange rate for the year,

Foreign currency differences are recognised directly in other comprehensive income, and
presented in the foreign currency translation reserve in equity. However, if the foreign
operation is a non-wholly owned subsidiary, then the relevant proportion of the translation
difference is allocated to non-controlling interests. When a foreign operation is disposed off
such that control, significant influence or joint control is lost, the cumulative amount in the
translation reserve related to that foreign operation is reclassified to profit or loss as part of
the gain or loss on disposal. When the Group disposes off only part of its interest in a
subsidiary that includes a foreign operation while retaining control, the relevant proportion of
the cumulative amount is reattributed to non-controlling interests, When the Group disposes
off only part of its investment in an associate or joint venture which includes a foreign
operation while retaining significant influence or joint control, the relevant proportion of the
cumulative amount Is reclassified to profit or loss.

Filuanclal tustraments

Non-derivative financial assets and financial fiabifitles
Non-derivative financial assets comprise trade and other receivables, amounts due from

related partles, cash and cash equivalents.

The Group initially recognises loans and receivables and deposits on the date that they are
originated. All other financial assets are recognised initially on the trade date, which is the
date that the Group becomes a party to the contractual provisions of the instrument, The
Group derecognises a financial esset when the contractual rights to the cash flows: from the

- asset expire, or It transfers the rights to recelve the contractual cash fiows on the financial

asset in a transaction in which substantially all the risks and rewards of ownership of the
financial asset are fransferred. Any interest in transferred financial assets that is crealed or
retained by the Group is recognised as a separate asset or liability.

The Group derecognises a financial liabitity when its contractual obligations are discharged
or cancelled, or expired. Financial assets and liabilitles are offset and the net amount is
presented in the statement of financial position when, and only when, the Group has a legal
right to offset the amounts and intends either to setile on a net basis or to realise the asset and
settle the liability simultaneously.

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are not
quoted in an active market. Loans and receivables are recognised initlally at fair value plus
any directly attributable transaction costs, Subsequent to initial recognition, loans and
receivables are measured at amortised cost using the effective interest method, less any
impairment losses.

12




Target Energy Group Limited

Notes to the consolidated financial statements

3
(©

(@)

(e)

Significant accounting policies (continued)
Financial instruments (continned)

Cash and cash equivalents

Cash and cash equivalents comprise cash in hand and at banks in current and deposit accounts
that are subject to an insignificant risk of changes in their fair value, and are used by the
Group in the management of its shot-term commitments. Bank overdrafts that are repayable
on demand and form an integral part of the Group's cash management are included as a
component of cash and cash equivalent for the consolidated statements of cash flows.

Non-derivate financial liabilities include trade and other payables, loans and borrowings and
amounts due to related parties.

Non derivative finaucial liabilities ate initially recognised at fair value less any directly
attributable transaction costs. Subsequent to initial recognition, these liabilities are measured
at amortised cost using the effective intercst method.

The Qroup classifies non-derivative financial liabilities into the other financial liabilities
category. Such financial liabilities are recognised initially at fair value less any directly
attributable transaction costs. Subsequent to initlal recognition, these financial liabilities are
measured at amortised cost using the effective interest method.

Revenue

Revenue is measured at the fair value of the consideration received or receivable and
represents amounts receivable for services provided in the normal course of business, net of
discounts, VAT and other sales-related taxes.

Revenue from a contract to provide servicss is recognised by reference to contractual rates
and muiltiplied by days worked, labour hours once such are delivered and direct expenses
incwrred. Revenue from operating leases Is recognised on a straight-line basis over the term
of the relevant lease. Revenue from the sale of rental tools either lost in hole or damaged
beyond repair i recognised once all the significant risks were transferred to customers and
amount of such could be measured reliably, with the associated un-depreciated cost of the
asset being Included within cost of sales.

Leases
Leases are classified as finance leases whenever the terms of the lease transfer substantially

all the risks and rewards of ownership to the lessee. All other leases are classified as
operating leases,

Assets held under finance leases are recognised as assets of the Group at their fair value or, if
lower, at the present value of the minimum lease payments, each determined at the inception
of the lease. The corresponding liability to the lessor is included in the balance sheet as a
finance jease obligation.

Lease payments are apportioned between finance expenses and reduction of the lease
obligation so as to achieve a constant rate of interest on the remaining balance of the tiability.
Finance expenses are recognised immediately in profit or loss.

Rentals payable under operating leases are charged to income on a straight-line basis over the
term of the relevant lease except where another more systematic basis is more representative
of the time pattern in which economic benefits from the lease asset are consumed.

13




Target Energy Group Limited

Notes to the consolidated financial statements

3
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Significant accounting policies (continued)

Finance costs

Finance costs comprise interest expense on borrowings, bank charges and foreign currency
gains or losses. Interest expénse is recognised In profit or loss using the cffective interest
methad.

Property, plant and equipment
Recognition and measurement

Items of property, plant and equipment ave stated at cost less accumulated depreciation and
impairment losses, if any.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost
of self-constructed assets includes the cost of materials, direct labour and any other costs
directly attributable to bringing the asset to a working condition for its intended use and the
costs of dismantling and removing the items and restoring the site on which they are located.

When parts of an item of property, plant and equipment have different useful lives, they are
accounted for as separate ittms (major components) of property, plant and equipmeant.

Gains and losses on disposal of an item of property, plant and equipment are determined by
comparing the proceeds from disposal with the carrying amount of property, plant and
equipment and are recognised net within other income / (expense) in profit or loss.

Subsequent cosis
The cost of replacing part of an item of property, plant and equipment is recognised in the
carrying amount of the item if it is probable that the future economic benefits embodied

within the part wifl flow to the Group and its cost can be measured reliably.

The costs of the day-to-day servicing of property, plant and equipment are recognised in
proflt or loss as incurred.

Depreciation '

Praperty, plant and equipment are stated at cost less depreciation and any provision for
imepairment. Provision for depreciation of property, plant and equipment is made in equal
annual instalments over their estimated useful economic lives, over the following periods:

Plant and equipment 5-10
Vehicles : 4
Fixtures and fitings 5
Borrowing costs

Borrowing costs comprise interest expense on borrowings. Borrowing costs that are directly
attributable to qualifying assets are capitalised. Other borrowing costs are recognised in profit
or loss as incurred using the effective interest method.

14




Target Energy Group Limited

Notes to the consolidated financial statements
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Significant accounting policies (continued)

Impairment
Non-derivative financial assets

A financial asset is impaired if there is ohjective evidence of impairment as a result of one or
more events that occurred after the initial recognition of the asset, and that the loss event had
an impact on the estimated future cash flows of that asset that can be estimated reliably.
Objective evidence that financial assets are impaired includes default or delinguency by a
debtor and indications that a debtor or issuer will enter bankruptcy.

The Group considers evidence of impairment for financial assets at amortised cost at both a
specific asset and collective level, All individually significant receivables are assessed for

_ impairment, Loans and receivables that are not individually significant are collectively

‘

assessed for impairment by grouping together loans and receivables with similar risk
characteristics, In assessing collective impairment the Group uses historical trends of the
probability of default, the timing of recoveries and the amount of loss incurred, adjusted for
management’s judgement as to whether current economic and credit conditions are such that
the actual losses are likely to be greater or less than suggested by historical trends.

An impairment Joss in respect of a financial asset measured at amortised cost is calculated as
the difference between Its carrying amount and the present value of the estimated future cash
flows discounted at the asset’s original effective interest rate, Losses are recognised in profit
or loss and reflected in an allowance account against loans and recejvables. When a
subsequent event (e.g. repayment by a debtor) causes the amount of impairment loss ta
decrease, the decrease in impairment loss is reversed through profit or loss.

Impairment losses recognised In prior periods are assessed et each reporting date for any
indications that the loss has decreased or no longer exists. An impairment loss is reversed if
there has been a change in the estimates used to determnine the recoverable amount. An
impairment loss is reversed only to the extent that the asset’s carrying amount does not
exceed the carrying amount that would have been determined, net of depreciation or
amortisation, if no impairment loss had been recognised.

The carrying amounts of the Group’s non-financial assets other than inventories are reviewed
at each reporling date to determine whether there is any indication of impairment, If such an
indication exists, the asset’s recoverable amount is estimated. An impairment loss is
recognised if’ the carrying amount of an asset exceeds its recoverable amount. Impairment

losses are recognised in profit or loss.

The recoverable amount of an asset is the greater of its value in use and jts fair value less
costs to sell. [n assessing value in use, the estimated future cash flows are discounted to their
present value using a discount rate that reflects current market assessment of the time value of
money and the risks specific to the asset.

Inventories

Inventories are stated at the lower of cost or net realisable value. Cost is calculated using the
weighted average method, Net rcalisable value is based on estimated selling price less
anticipated further costs to disposal. Reserve is recognised for obsolete, slow moving and
defective stocks.
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Significant accounting policies (continued)
Retirement benefits

The Group makes contributions to personal defined contribution pension plans for eligible
employees. The assets of the scheme are held separately from those of the Group, The
pension cost charge represents contrlbutions payable by the Group to these plans and
amounted to GBP 56 thousand (2016: GBP 68 thousand). No contributions were outstanding
at 31 December 2017 (2016: GBP nil).

Taxation
The tax expense represents the sum of the tax currently payable and defetred tax.

Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from
net profit as reported in the consolidated statement of profit or loss because it excludes items
of income or expense that are taxable or deductible in other years and it further excludes
items that are never taxable or deductible. The Group’s liability for current tax is calculated
using tax rates that have been enacted or substantively enacted by the balance sheet date.

Deferred tax

Deferred tax is the tax expected to be payable or recoverable on differences between the
carrying amounts of assets and labilities in the financial statements and the corresponding tax
bases used in the computation of taxable profit, and is accounted for using the balance shest
liability method. Deferred tax liabilities are generally recognised for all taxablc temporary
differences and deferred tax assets are recognised to the extent that it is probable that taxable
profits will be available against which deductible temporary differences oan be utilised. Such
assets and Habilities are not recognised if the temporary difference arises from the initial
recognition of goodwill or from the initial recognition (other than in a business combination)
of other assets and liabilities in a transaction that affects neither the taxable profit nor the
accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences arising on
investments in subsidiaries and associates, and interests in joint ventures, except where the
Group is able to control the reversal of the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced
to the extent that it is no longer probable that sufficient taxable profits will be available to
allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the
liability is settled or the asset js realised based on tax laws and rates that have been enacted or
substantively enacted at the balance sheet date. Deferred tax is charged or credited in the
consolidated statement of profit or loss, except when it relates to items
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Significant accounting policies (confinued)

Taxation (continued)

Charged or credited in other comprehensive income, in which case the deferred tax is also
dealt with in other comprehensive income.

Deferred tax assets and liabilities are offset when there is & legally enforceable right to set ofF
current tax assets against current tax liabilities and when they relate to income taxes levied
by the samc taxation autherity and the Group intends to settle its current (ax assets and
liabilities on a net basis.

New Standards and interpretations not yet adopted

A number of new standards, amendments to standards and interpretations are effective for
annual periods beginning after | January 2018, and have not been applicd in preparing these
consolidated financial statements. Those which may be relevant to the Group are set out
below. The Group does not plan to adopt these standards eatly.

IFRS 9 Financlal Instruments

IFRS 9 published in July 2014, replaces the existing guidance in [AS 39 Financial
Instruments: Recognition and Measurement, IFRS 9 includes revised guidance on the
classification and measurement of financial instruments, including a new expected credit loss
model for calculating impairment on financial assets, and the new general hedge accounting
requirements. It also carries forward the guidance on recognition and derecognition of
financial instruments from [AS 39.

IFRS 9 is effective for annual reporting periods beginning on or after 1 January 2018, with
early adaption permitted. The Group is currently in the process of completion its assessment
of the potential Impact on its consolidated financial statements resulting from the application

of [IFRS 9.

IFRS 15 Revenue from contraoct with customers

- IFRS 15 establishes a comprehensive framework for determining whether, how much and

when revenue is recognised. It replaces existing revenue recognition guidance, [AS 18
Revenue, IAS {1 Construction Contracts and IFRIC 13 Customer Loyalty Programs.

IFRS 15 is effective for annual reporting periods beginning on or after | January 2018, with .

early adoption permitted. The Group is currently in the process of completion its assessment
of the potential impact on its consolidated financial statements resulting from the application

of IFRS 15,

IFRS 16 Leases

IFRS 16 establishes principles for the recognition, measurement, presentation and disclosure
of leases, with the objective of ensuring that lessees and lessors provide relevant information
that faithfully represents those transactions, The standard provides a single lessee accounting
model, requiring lessees to recognise assels and liabilitics for all leases unless the lease term
is 12 months or less or the underlying asset has a low value, Lessors continue to classify
leases as operating or finance, with IFRS 16’s approach to lessor accounting substantially
unchanged from its predecessor, 1AS 17,

LIERS 16 was issued in Januery 2016 and applies to apnual reporling periods beginning on or
after | January 2019. The Group is The Group is currently in the process of completion its
assessment of the potential impact on its consolidated financial statements resulting from the

application of IFRS 16.
17
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Determination of fair value

A number of the Group's sccounting policies and disclosures require the determination of fair
value, for both financial and non-financial assets and liabilities. Fair values have been
determined for measurement and / or disclosure purposes based on the method and the
assumption made in determining fair values and is disclosed in the notes specific to that asset
or liability.

Financial risk management

The Group has exposure to the following risks from its use of financial instruments;

o credit risk
o liquidity risk
o market risk

This note presents information about the Group’s exposure to ¢ach of the above risks, the

Group’s objectives, palicies and processes for measuring and managing risk. Further
quantitative disclosures ate included throughout these consolidated financial statements.

The Board of Directors have overall responsibillty for the establishment and oversight of the
Group’s risk management framework and is responsible for developing and monitoring the
Group’'s risk mapagement policies.

The Group’s risk management policies are established to identify and analyse the risks faced
by the Group, to set appropriate risk limits and confrols and to monitor risks and adherence to
limits. Risk management policies and systems are reviewed regularly to reflect any changes
in the conditions and the activities. The Group, through its trainlng and management
standards and procedures, aims to maintain a disciplined and constructive control
environment in which all employees understand their roles and obligations.

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, and arises principally from the
Group’s receivables from customers. The carrylng amount of financial assets represents the
maximum credit exposure.

Trade and other receivables
The Group’s exposure to credit risk is influenced mainly by the individual characteristics of

each customer. The demographics of the Group's customer base, including the default risk of
the industry und country, in which customers operate, has less of an influence on credit risk.

The Group establishes an allowance for impairment that represents its estimate of incumed
Tosses in respect of trade and other receivables. The main components of this allowance are a
specilic loss component that relates to individually significant exposures, and a collective loss

component established for groups of similar assets in respect of losses that are estimated to be

incurred but not yet Individually identified. The collective loss allowance is determined based
on historical data of payment statistics for similar financial assets.

18
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Financial risk management (continued)

Liguldity risk

_Liquidity risk is the risk that the Group will encounter difficulty in meeting its obligations

from financial liabilities. The Group’s approach to managing lquidity is to ensure, as far as
possible, that it will always have sufficlent liquidity to meet its liabilities when due, under
both normal and stressed conditions, without Incumring unacceptable losses or risking damage
to the Group’s reputation, Typically the Group ensures that it has sufficient cash on demand
to meet expected operational expenses, including the servicing of financial obligations; this
excludes the potential impact of extreme circumstances that cannot reasonably be predicted,
such as natural disasters.

Market visk

Market risk, comprising currency risk and interest rate risk, is the risk that changes in market
prices, such as foreign exchange rates and interest rates will affect the Group’s income or the
value of its holdings of financial instruments. The objective of market risk management is to
manage and control market risk exposures within acceptable paramsters, while optimising the
retum.

Foreign exchange risk

The Company’s transactions are principally in USD. Management considers exposure to
foreign exchange risk o be minimal.

Interest rate risk

Interest rate risk is the risk that arises from timing difference in the maturity and re-pricing of
the Group’s interest bearing assets and liabilities. The Group’s operations are subject to the
risk of interest rate fluctuations to the extent that interest-earning assets and liabilities mature
or re-price at different times or in differing amounts, The Group is exposed fo interest rate
risk in respect of foans and borrowings and deposits with banks. Other financial assets and
liabilities are non-interest bearing.
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6 Subsidiaries

Group structure
Details of the Group’s shareholding in its subsidiaries is -Target Well Control Limited 100%

7 Cost of sales

2017 2016
GBP’000 GBP’000
Staff costs 2,014 2,181
Rental and operating cost 1,583 968
Depreciation 475 626
Insurance and Regulatory fees 45 290
Business promotion travel 332 369
4,449 4,434

8 - Administrative expenses
' 2017 2016
GBP’000 GBP’000
Staff costs 299 273
Corporate overheads 89 93
Office / Operating support expenses 267 376
Business promotion travel 47 68
Insurance and Regulatory fees 386 399
Depreciation 26 53
Rental and operating cost 31 12
Bad debts & others 79 62
5,582 1,336

9 Other income, net

2017 2016
GBP’000 GBP’000
Loss / gain on disposal of property and equipment 22 -
Miscellaneous income 107 -

129 -
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Investments

Cost and net bqok value

Target Well Control Ltd -100%

Property and equipment

Details of property and equipment are set out in Schedule 1 on page 29.

Inventories

Stores and spares

Provision for obsolete and slow moving inventory

Movement of provision is as follows:

At 1 January :
Provision during the year

At 31 December

Trade and other receivables

Trade receivables
Provision for doubtful debts

Prepayments

Other receivable
Other advances
Advance to suppliers
Accrued income
Deposits

21

2017
GBP’000

60

60

2017
GBP’000

1,025
(445)

580

2017
GBP’000

406
39

445

2017
GBP’000

2,473
(431)

2,042
43
17
13

209

2,324

2016
GBP’000

60

60

2016
GBP’000

972
(406)

566

2016
GBP’000
406

406

2016
GBP’000

2,949
(504)

2,445
32
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13 Trade and other receivables (con{inuéd)

Movement of provision for impairment is as follows:

At 1 Janvary §04 361
Provision during the year 34 143
Written off during the year (107) -
At 31 December 431 504

14  Related parties transaction and balances
Identity of related parties

Related parties comprise the Shareholders of the Company, directors, key managemeni
personne! and such other entitles over which the Company or its Shareholders can exercise
significent influence or can be significantly influenced by those entities. In the ordinary
course of business the Company provides goods and services to, receives goods and services
from such parties at yerms agreed upon by management.

Transactions with key management persannel
Compensation to key management included within staff costs is as follows:

2017 2016
GBP’000 GBP’000
Short term employee benefits : 96 192
Staff terminal benefits 6 12
102 204

Other related party transactions
2017 2016
GBP’000 GBP’000
Services rendered ) 161 401
Services received 181 401
Corporate and Country overheads recharged 113 105
Transfer of property and equipment from related parties 118 373

in addition to the above, certain contracts with the customers and the related invoices are in
the name of the Subsidiary.

22
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14 Related parties transaction and balances

Related parties balances
Amounts due from related parties

Al Mansoori Directional Dtllling Services LLC

Amounts due 1o related parties

Al Mansoor] Petroleur Services LLC ~ UAE
Al Mansoor] Directional Drilling Services LLC

15 Cash in hand and at bank

Cash in hand
Cash at bank - current accounts

Bank overdraft

Cash and cash equivalents

16  Share capital and non — equity shares

(a) Share capital

Authorised, issued and fully paid:
4,790,480 shares of GBP 0.001 each:

23

2017
GBP’000

2017
GBP'000

1,257
101

1,358

Reslssad

2017
GBP'000

1
1,445

—————masin g

1,446
(3:129)

marmp———

" (4,683)

Comsrazas

2017
GBP*000

2016
GBP’000

158

158

S s

2016
GBP'000

1,017

(2.229)

(2.222)

S TN

2016
GBP’000
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16  Share capital and non - equity shares (continued)

The share capital of the Company is allocated as follows:

2017 2016
Percentage of GBP’000 GBP’000
holding
Al Mansoori Petroleum Services LLC 99% 550 550
Al Mansoori Specialized Engineering
Company LLC 1% i1 1t
100% 561 Ts61

oy T e}

The Company has not purchased any shares during the year ended 31 December 2017,
®) Non- Equily Shares

Alloted, issued and fully paig:

190,000 Ordinary shares of GBP | each 190 . 190
860,000 A Ordinary shares 0.10 each 86 86
Share Premium 280 280

556 556

() Non- Equity Shares (continued)

Dividends

The profits available for distribution shall be applied as follows:

= Firstly, in distributing to the holders of A’ ordinary shares a participating dividend
calculated on the basis set out in the articles of association.

- Secondly, a compensatory dividend to the ordinary sharehiolders, calculated on the basis
sot out in the atticles of association,

Capital

On winding up, the shares rank as follows; first in paying the holders of the *A° ordinary
shares 10p per share, together with any arrears of dividends, secand in paying the holders of
ordinary shares GBP 1 per share together with any arrears of dividends. Any balance
remalning shall be distributed among the holders of the ‘A’ ordinary shares and ordinary
shares pari passu as if one class of share.

Voting
The holders of the ‘A’ ordinary shares and ordinary shares are entitled to one vote per share.

24
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17  Trade and other payables

2017 2016
GBP’000 GBP*000
Trade payables 803 1,169
Provision for tax (refer note 18) 267 240
Advances and other payables 876 830
1,946 2,239
18  Tax expense
The movement in the provision for tax is as follows:
2017 2016
GBP’000 GBP*000
At | January 240 -
Provision made during the year 202 383
Refundable from third party - .
Payment made during the year (175) (143)
At 31 December 267 240

19  Contingent liabilities and capital commitments

The Company has contingent liabilities in respect of bank and other guarantees and other
matters arising in the ordinary course of business, In the ordinary course of business, the
value of guarantees given amounted to Nil (2076: Nil). Capital commitments outstanding at
the year-end Nil (2076: Nil).

25




Target Energy Group Limited

Notes to the consolidated financial statements

20

Financial instruments

Exposure to credit, liquidity, interest rate and currency risks arises in the normal course of the
Company’s business,

Credit risk

Exposure to credit risk
At the reporting date there were no significant concentrations of credit risk. The maximum

exposure to credit risk is represented by the carrying amount of each financial asset in the
statement of financial position. The maximum exposure to credit risk at the reporting date

was:
Currying amount

2017 2016
Note GBP’000 GBP’000
Trade and other reccivables 13 2,281 2,940
Amounts due from a related parties 14 - 158
Cash at bank 15 1,445 6
3,726 3,104
Impairment losses
The ageing of trade recefvables at the reporting date was:
Provisian for Provision for
Grass impairment Gross impairment
In GBP thousand 2017 2017 2016 2016
Not Past Due 434 - 38 -
Past due 0-60 days n - 36 N
Past due 61-120 days 194 - 308 -
Past due 121-360 days 3 - 575 -
More than 1 year 1,530 431 1,992 504
2473 431 2,949 504

26
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20 Financial instruments (continued)

Liquidity risk
The following are the contractual maturities of financial Tiabilities excluding the impact of
netting agreements:
31 December 2017
Carrying Contractual 1 year or Tto5S
Value cash outflows fess years
Note  GBP000 GBP*0D0 GBP’000  GBP’000
Amounts due to related parties /4 1,358 (1,358) (1,358) -
Trade and other payables 17 1,946 (1,946) {1,946) -
Bank overdraft 15 3,129 (3,129) 3,129 -
6,433 (6,433) (6,433) -

31 December 2016

Carrying Contractual 1 year or to5
value cash flows less years
Note GBP’000  GBP000 GBP'000 GBP*000
Amounts due to related parties 14 1,017 (1,017) (1,017 -
Trade and other payables 17 2,239 (2,239) (2,239) -
Bank overdraft 15 2,229 (2,229) (2,229) .
5,485 (5,485) (5,485) -
Market risk
Currency risk

The Company’s transactions are primarily carried out in USD or GBP,
The Company’s exposure to foreign currency risk is analysed below:

2017 2016
Euro’000 Euro’000

Trade and other receivables 517 762
517 762
2017 2016

GBPU00  GBP’000

Trade and other payables 374 591
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Accounting estimates and judgments

The fair values of the financial asseis and liabilities approximate their carrying values as
stated in the statement of financial position. The Company makes estimates and assumptions
that affect the reported amounts of assets and liabilities within the next financial year.
Estimates and judgments are continually evaluated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under

the circumstances.

Impairment losses on receivables

The Company reviews its receivables fo assess impairment at least on an annual basis. The
Company’s credit risk is primarily attributable to its trade receivables. In determining
whether an impairment loss should be recorded in the statement of profit or loss and other
comprehensive income, the Company meakes judgments as to whether there is any observable
data indicating that there is a measurable decrease in the estimated future cash flows.
Accordingly, an allowance for impairment is made where there is an identified loss event or
oondition which, based on previous experience, is cvidence of a reduction in the
recoverability of the cash flows.

Usefal lives of property and equipment

Management assigns useful lives and residual values to the items of property and
equipment based on the intended use of the assets and the expected economic lives of those
assets. Subsequent changes in circumstances such as technological advances or prospective
utilisation of the assets concerned could result in the actual useful lives or residual values
differing from the initial estimates.

Provision for obsolete inventories

The Company reviews its inventories to assess losses on account of obsolescence on a
regular basis. In determining whether a provision for obsolescence should be recorded in
the profit and loss, the Company makes judgments based on the ageing of the stocks and
the past consumption of stocks, as to whather there is any observable data indicating
whether individual products are saleable and indicating the net realisable value of such
products, Accordingly, a provision for impairment is recorded where the net realisable
value is less than cost, based on best estimates by the management.

Provision for taxation

Income tax is the expected tax payable on the taxable income for the year, In arriving at the
tax expense for the year, management applies the tax rates enacted or substantially enacted
at the reporting date to its best estimate of the taxable income in the respective countries of
operation where the Company is liable to taxation. [n arriving at the estimated taxable
income, management considers the allowances and disallowances as per the incorme tax
rules enacted or substantially enacted in the respective countries,
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Schedule f
Property and equipment
Furniture,
fixtures  Buildings
Toolsand  and office and
equipment equipment workshops Total
GBP'0ODD  GBP'000 GRBP'000 GBP*000

Cost
At 1 January 2016 14,209 109 46 14,364
Additions 450 - . 450
Disposals (379) - . (374)
At 31 December 2016 ’ 14,285 109 46 14,440
At 1 January 2017 14,285 109 46 14,440
Additions 89 - - 89
Transfers (118) - - (118)
Disposals (416) - - 416)
At 31 December 2017 13,840 109 46 13,995
Accumulated depreclation
At 1 January 2016 12,878 63 - 12,941
Charge for the year 679 . . 679
Disposals (364) - . (3649
At 31 December 2016 13,193 63 13,256
At1 January 2017 13,193 63 - 13,256
Charge for the year 501 - - 501
Disposals (346) - - (346)
Transfers ’ (118) - - (118)
At 31 December 2017 13,230 63 - 13,293
Carrying Amounts 1,092 46 46 1,184
At 31 December 2017 610 46 46 702
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Company Statement of financial position

As at 31 December

Assets
Investment

Non-current assets

Current assets

Total assets

Share capital

Share premium

Foreign currency translation reserve
Accumulated losses

Non - equity shares
Total equity

Current Liabilities
Trade and other payables
Total current liabilities

Total liabilities
Total equity and liabilities

These financial statements were approved and authorised for issue on 15-09-2018 by the shareholders and
—

signed on their behalf by:

Nabil Abdulla ¥ahyi Al Alawi - Helal Mubarak Bissa Al Mansoori ~

Director
Dates ..........)

2017
Note GBP’000

60
60

16(a) 5
5,005
1,528
(7,109)

(571)

16(6) 556
s)

Dir
Date:

ileel Al

S e 4

Abdulla Nasser Hu

2016
GBP’000

60

60

—iogeeny:
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