TETHYS PETROLEUM LIMITED
MANAGEMENT’S DISCUSSION AND ANALYSIS
for the three and six months ended June 30, 2012

The six months ended June 30,2012 compared to June 30,2011

(All references to $ are United States dollars unless otherwise noted)
(Tabular amounts are in thousands, unless otherwise stated.)

%
2012 2011 Change

Revenue 16,691 8,657 93%
Loss for the period 11,718 8,991 30%
Basic and diluted loss ($) per share (0.04) (0.03) -
Capital expenditure 3,310 25,686 (87%)
Total assets 253,153 261,144 (3%)
Non-current liabilities (5,752) (8,434) 32%
Cash balance 4,446 35,855 (88%)

Common shares outstanding
Basic and diluted 286,707,744 260,629,769

The following Management’s Discussion and Analysis (“MD&A”) is dated August 14, 2012 and should be read in
conjunction with the Company’s unaudited Condensed Consolidated Interim Financial Statements and related notes
for the period ended June 30, 2012 as well as the audited Consolidated Financial Statements and the MD&A for the
year ended December 31, 2011. The accompanying unaudited condensed consolidated interim financial statements
of the Company have been prepared by management and approved by the Company’s Audit Committee and Board
of Directors. The annual financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRS) as issued by the International Accounting Standards Board. The unaudited condensed
consolidated interim financial statements have been prepared in accordance with International Accounting Standard
34 “Interim Financial Reporting” and the requirements of the Disclosure and Transparency Rules (‘DTR’) of the
Financial Services Authority (‘FSA”) in the United Kingdom as applicable to interim financial reporting. Additional
information relating to the Company can be found on the SEDAR website at www.sedar.com. Readers should also
read the “Forward-Looking Statements” legal advisory contained at the end of this MD&A and also the Company’s
AIF.

The Tethys Petroleum Limited Interim Report and Accounts consists of two documents as detailed below:

1) Management’s Discussion & Analysis: this includes the requirement of National Instrument 51-102 of
Canadian Securities Administrators (“Canadian NI 51-102”) in respect of a quarterly Management’s
Discussion & Analysis and the requirements of the UK’s Disclosure & Transparency Rules with respect to
a half yearly management report; and

2) Interim financial information: this includes the Condensed Consolidated Interim Financial Statements, the
requirements of the Canadian NI 51-102 with respect to a quarterly financial report and the requirements of
UK’s Disclosure & Transparency Rules with respect to half yearly financial information, a Directors’
Responsibility Statement and the Independent Auditor’s Review Report to Tethys Petroleum Limited on
Review of Interim Financial Information.



Highlights and Significant Transactions

On January 30, 2012, the Company announced the official inauguration of its Aral Qil Terminal (the
"AOT") at Shalkar - a purpose built oil storage and rail loading facility for its oil shipments from the
Doris oilfield. AOT is owned and operated through a 50:50 joint venture by Tethys and its Kazakh oil
trading partner’s company, Olisol Investment Limited (a subsidiary of Eurasia Gas). The aim for this
facility is to designed enable the Company to increase production from the Doris field to
approximately 4,000 bopd. During 2012 it is planned to expand the capacity of the terminal to more
than 12,000 bopd to accommodate future potential production growth dependent upon further drilling
results.

On February 1, 2012, the Company announced it had signed an MOU with the Uzbek State oil and gas
company, National Holding Company "Uzbekneftegaz" ("UNG"). The objective of this MOU was to
provide the framework for a Joint Study and the negotiation process for an Exploration Agreement
relating to certain exploration blocks in the North Ustyurt Basin of Uzbekistan.

On February 9, 2012, the Company confirmed the issue of a tender for the final stage of the seismic
programme in Tajikistan. The seismic programme will involve the acquisition of new 2D seismic. It is
anticipated that this programme will commence in the summer of 2012 with initial interpreted results
in Q4 2012. When completed, it will identify the location for the first deep well to be drilled by Tethys
in its Bokhtar PSC area. This seismic data will be used to firm up an initial deep well drilling location
to exploit the very significant upside indicated by the seismic, gravity, gradiometry and magnetic aerial
surveys previously carried out. The seismic tender was won by Pospectiuni SA. and the seismic
equipment has been mobilised with seismic acquisition planned to commence in Q3, 2012.

On March 21, 2012, the company announced Total Net Oil and Gas Reserves (barrels of oil
equivalent: BOE) consisting of 1P (Proved reserves) up 96% to 14.5 million BOE and 2P (Proved +
Probable reserves) up 45% to 25.3 million BOE.

April 13, 2012, saw the Company complete the first shipment of commercial oil production through
the AOT at Shalkar.

On April 19, 2012, the Company received permission for a two year extension of the Akkulka
Exploration Contract in Kazakhstan where the Company is currently appraising the high potential
Doris oil discovery and also where it has several exciting exploration targets.

On May 16, 2012, the Company announced it had received an updated oil Resource Report for its
Kazakhstan assets that estimated the gross unrisked recoverable mean prospective oil resources to be
1.17 billion barrels of oil. The resource report also showed a substantial amount of prospective gas
resources.

The Company also announced on May 16, 2012, that its wholly owned subsidiary Chegara Production
Limited had signed a Production Enhancement Contract ("PEC") for a new oil field, the Chegara
Group of Fields ("Chegara™), in Uzbekistan. In addition it was announced that a Memorandum of
Understanding had been signed, which agreed a timetable for the potential signing of an Exploration
Agreement for a highly prospective Exploration block.

June 29, 2012, saw the Company announce that its Kazakh subsidiary had reached agreement on a
USD 16 million loan facility. This facility is provided to Tethys Aral Gas by a Kazakh bank via its
partners in Kazakhstan , and is available to fund capital expenditures. An initial USD 3.5 million of
this facility had already been drawn down in June 2012. The loan agreement was signed on August 13,
2012. See Liquidity and Capital Resources below.

On July 19, 2012, the Company announced that it had received an updated independent Resource
Report for its Tajikistan assets. These cover an area of approximately 35,000 sg. km and the estimated
gross unrisked mean recoverable resources were 27.5 billion barrels of oil equivalent (BOE).



Total revenue in the six months to June 30, 2012 was USD16.691 million, which represented an
increase of 93% on the USD8.657 million in the same period of 2011.

The loss for the six months to June 30, 2012 was USD11.718 million, which represented an increase of
30% on the USD8.991 million loss for the same period in 2011.

In the six months to June 30, 2012, capital expenditure was USD3.310 million compared to
USD25.686 million in the six months ended June 30, 2011.

Production costs in the six months to June 30, 2012 were USD5.84 million compared to USD3.525
million in the six months ended June 30, 2011 reflecting the additional production costs associated
with the enhanced levels of oil production achieved in Kazakhstan.

Administrative costs in the six months to June 30, 2012 were USD10.757 million compared to
USD10.661 million incurred in the period to June 30, 2011.

Nature of Business

Tethys P
office in

etroleum Limited and its subsidiaries (collectively “Tethys” or “the Company”) has its principal executive
Guernsey, British Isles. The domicile of Tethys Petroleum Limited is the Cayman Islands where it is

incorporated. Tethys’ principal activity is the exploration for and production of crude oil and natural gas. The
Company currently has projects in the Republic of Kazakhstan, the Republic of Tajikistan and the Republic of

Uzbekist

an.

Financial and Operational Review

Kazakhstan Gas Production (Kyzyloi contract)

Period

Q1
Q2
Total

Note 1
Note 2
Note 3
Note 4

2012 2011
Mcm* Mcf  Mcm/d®  boe/d* Mcm'* Mcf Mcm/d®  boe/d*
35,242.2 1,244,401 387 2,279 28,7975 1,016,840 320 1,883
31,967.2 1,128,762 351 2,068 34,2246 1,208471 376 2,213
67,209.4 2,373,163 369 2,174 63,022.1 2,225,311 348 2,048

Mcm is thousands of cubic metres.

Mcf is thousands of cubic feet.

Mcm/d is thousands of cubic metres per day

boe/d is barrel of oil equivalent per day. A boe conversion ratio of 6,000 cubic feet (169.9 cubic metres) of natural gas = 1 barrel of
oil has been used and is based on the standard energy equivalency conversion method primarily applicable at the burner tip and does
not represent a value equivalency at the wellhead.

Production commenced from the Kyzyloi field in 2007, following the construction of a 56 km, 325 mm
diameter export pipeline from the Kyzyloi Field gathering station to the main Bukhara—Urals gas trunkline,
where a compressor station was constructed at km910 on that trunkline. The gas flows into the main
trunkline which is owned by Intergas Central Asia, a division of the Kazakh state natural gas company
KazTransGas.

Initial production from the Kyzyloi Field was sold under the long-term take-or-pay contract signed between
TAG and gas trading company Gazlmpex in January 2006. This contract was assigned in December 2007
from Gazlmpex to the Kazakhstani Petrochemical Company Kemikal LLP, who utilized the gas in the
domestic Kazakh market. This contract was further assigned on May 1, 2009 to Asia Gas NG LLP. The
contract price is USD32 per Mcm excluding VAT or USD35.84 per Mcm including VAT at the current
12% rate.



e In the six months to June 30, 2012, one of the compressors was out of commission until June which
resulted in slightly lower production levels, though this had a bigger impact on Akkulka production

e Totheend of Q2 2012 some 602 MMcm under the Gas Supply Contract had been delivered.

Kazakhstan Gas Production (Akkulka contract)

Period 2012 2011
Mcm Mcf  Mcm/d boe/d Mcm'* Mcf  Mcm/d boe/d
Q1 16,273.1 574,605 179 1,053 17,181.9 606,693 191 1,124
Q2 14,372.8 507,504 158 930 22,651.0 799,807 249 1,465
Total 30,645.9 1,082,109 168 991 39,8329 1,406,500 220 1,295

e On September 16, 2010, the Company commenced the second phase of gas development (referred to as
“Phase 2” of the Kyzyloi / Akkulka shallow gas development) with commencement of production from the
Akkulka Field on October 6, 2010.

e In conjunction with this, the Company entered into a second gas sales contract with Asia Gas NG LLP
pursuant to which gas is sold from the Akkulka Field at a price of USD33.93 per Mcm excluding VAT or
USD38 per Mcm including VAT. Gas sold under this contract is for domestic sales and, as such, is subject
to a Mineral Extraction Tax of approximately 0.5% to the Kazakh State.

e The Akkulka gas sales contract runs for a period of two years. First deliveries under this contract
commenced on October 6, 2010.

e As stated above, in the six months to June 30, 2012, one of the compressors was out of commission , which
resulted in slightly lower production levels

e Totheend of Q2 2012, some 138 MMcm under the Gas Supply Contract had been delivered.

e TAG has made eleven shallow gas discoveries in the Akkulka Exploration Licence and Contract area. The
Akkulka Production Contract now covers seven of these wells, of which four are currently producing from
a similar horizon to the Kyzyloi Field and are tied into the Company’s existing pipeline infrastructure, with
additional compression having been installed at the BCS. The development of the other gas discoveries
already made in the Akkulka Block is planned as Phase 3.

e The Company has currently elected to advance neither the Kyzloi nor Akkulka gas projects fully due to the
relatively low gas prices currently being obtained. The Company is hopeful however that, with the
completion of the Kazakhstan — China gas pipeline (which the Company understands is scheduled for
2013), better gas prices may be obtained with more competition from gas buyers for supply.

Kazakhstan Qil Production (Akkulka contract)

2012 2011
Period Gross fluid Net Net Production Gross fluid Net Net Production
m3 Barrels  Barrels days  bopd m3 Barrels Barrels Days Bopd
Q1 17,149 105,082 94,463 91 1,038 4219 32,359 30,030 90 334
Q2 46,099 289,957 266,391 91 2,927 10,269 78,143 74,244 91 815
Total 63,248 395,039 360,854 182 1,983 14488 110,502 104,274 181 576




Note: These figures have been calculated on the total number of days in the period and have not been restricted to the number of
production days as in pre-2012 MD&A’s.

e On September 10, 2010, the Company commenced selling untreated oil at the well site of AKDO1 (under
test production at a permitted level of up to 750 bopd) to an oil trading company which transported the oil
by truck to an oil loading terminal north of the town of Emba, located 450 km to the northeast of the well
site, where it is treated before being transported to local refineries. Tethys sold the unprocessed oil at the
wellhead at an initial price of USD22/bbl. This test production scheme was implemented to gain reservoir
information, realize early cash flow and also to prepare for the higher production and associated logistics
for the next stage.

e OnJanuary 11, 2011, TAG received Kazakh State approval from MOG for the Pilot Production Project for
the Doris oil discovery in the Akkulka Block. This approval granted TAG the right to produce oil from the
Doris discovery under the exploration contract and allowed the Company to install and operate production
facilities for the planned (Phase 2) production target. Once the Pilot Production Project is fully completed,
the relevant final reserve calculations will be submitted to MOG to receive a production contract which will
allow for full field development and foreign or domestic sales. The Company is expected to apply for a
production contract after the appraisal programme for the Doris oil discovery is complete.

e AKDOL1 has been producing consistently since first coming on stream though during the first part of July
during the period when there was a temporary shortage of rail trucks in Kazakhstan resulting in a shortage
of tank space the well was temporarily closed.

e  Test production from well AKD05 commenced in June and carried on into July 2011. There was then a gap
in August and September before commercial production commenced in October 2011. The well was closed
during the severe winter before being reopened when the AOT came online before also being closed during
early July as a result of the shortage of rail trucks.

e  Prior to phase 2 of the Aral Oil Terminal commencing operations work will be carried out on this well to
resume, and optimise, production rates.The AKDO6 well was originally tested in November and December
2011 and was then closed until April 18, 2012 when it was opened for continued testing. This well
continues to perform to expectations.

e Between January 1, 2012 and March 31, 2012, because of the severe weather conditions and work on
building the necessary facilities only 61 days of pilot production were achieved while the number of days
for the same period of 2011 was 26 days.

e In the three months from April 1 to June 30, particularly following the opening of the AOT at Shalkar (see
below) there was a steady increase in the daily oil production to that in the later days of June some 4,000
bopd was being achieved. Unfortunately, as mentioned above, July saw a serious short term shortage of rail
trucks in Kazakhstan,which has necessitated a reduction in the Company’s daily production levels. There is
no longer a shortage and normal production levels have resumed. On August 12, 2012 the Company
loaded some 3,945 barrels of oil at its Group Unit and Temporary Facility at the Doris field.

e The AKDQ7 appraisal/exploration well is located to the south-east of the original AKDO1 (Doris) discovery
well and will target 3P reserves at the Cretaceous Aptian sand level in what is believed to be a channel sand
system, whilst simultaneously targeting an exciting exploration prospect (named "Dyna"), which has been
identified on the recently acquired seismic data from a bright amplitude anomaly at a slightly shallower
level, and is interpreted to be part of a different, larger sand fan system. This Dyna prospect has 128 million
barrels gross mean unrisked recoverable prospective resources attributed to it (Gustavson Associates). It is
also targeting a third horizon, a Jurassic sandstone. The well is expected to spud in the second week of
September 2012 and is forecast to take approximately 55 days to drill to a depth of 2,540 meters using
Tethys’ own ZJ70 “Telesto” rig. It is then expected to take approximately one month to run logs, complete
the well (assuming the logs are positive), receive State permissions and then test the well. The recently
updated prospective resource report for Kazakhstan (Gustavson Associates) estimates gross unrisked
recoverable mean prospective oil resources of 1.34 billion barrels of oil equivalent and this is the first well
since that report to target this exciting exploration upside.



Joint Venture

On February 17, 2011, the Company signed a joint venture agreement to construct and operate AOT, a rail oil
loading terminal at Shalkar in Kazakhstan.
subsidiary of the Company, and Olisol Investments Limited, a local partner with strong experience in the oil
distribution business in Kazakhstan, each has a 50% interest in the project. Following the opening of this new
rail-loading facility in April 2012 the road trucking distance was cut by half, which helped the Company to
increase production to approximately 4,000 bopd by the end of June. The production facility and terminal are in
fact designed for potentially much greater production levels in the future with 6,000 bopd throughput capacity
planned for October 2013.

Uzbekistan Oil Production (North Urtabulak PEC)

Total Production from TPU under PEC

Transcontinental Oil Transportation (“TOT”), a wholly owned

2012 2011
Period Total Production Total Production
Tonnes Barrels* bopd Tonnes Barrels* bopd
Q1 9,004 64,379 707 14,945 106,857 1,187
Q2 8,795 62,885 691 14,047 100,436 1,103
Total 17,799 127,264 699 28,992 207,293 1,145
After State Take
TPU' Share TPU Share
2012 2011
Tonnes Barrels* bopd Tonnes Barrels* bopd
2,443 17,469 192 6,430 45,975 511
2,250 16,087 177 5,813 41,563 456
4,693 33,556 184 12,243 87,538 484

*using 7.15 barrels = 1 tonne

The Company, through Tethys Production Uzbekistan (“TPU”), owns a 100% contractor interest in the
North Urtabulak PEC for the North Urtabulak Field, together with subsidiaries of Uzbekneftegaz (“UNG”).
This field is located in southern Uzbekistan in the northern portion of the Amu Darya basin. The North
Urtabulak PEC does not confer ownership of the North Urtabulak Field to TPU and no reserves or
resources have been attributed to TPU’s interest under the North Urtabulak PEC to date.

Under the North Urtabulak PEC, the contractor receives 50% of all incremental production from each well
from the North Urtabulak Field for the first three years of production, with the remaining 50% to be shared
between the Uzbek State Partners. For the subsequent five years, the contractor receives 20%, and the
Uzbek State Partners 80% of the same.

As at June 30, 2012, the Company was producing approximately 700 bopd (gross), 170 bopd (net), from 14
wells under the North Urtabulak PEC, of which 12 were past their first three years of production. Part of
the North Urtabulak Field lies under a zone of active salt movement which has had limited production in
the past due to drilling difficulties.

L TPU is Tethys Production Uzbekistan, the Tethys subsidiary which holds the PEC. Tethys Production Uzbekistan is the trading name of Baker
Hughes (Cyprus) Limited.



e In November 2011, the Company announced it had signed an MOU with UNG, establishing a programme
for Tethys to obtain a new PEC on an existing oilfield in Uzbekistan — the Chegara Group of fields. This
was followed by a further announcement on May 16, 2012, that the Company’s wholly owned subsidiary
Chegara Production Limited had signed a Production Enhancement Contract ("PEC") for a new oil field,
the Chegara Group of Fields ("Chegara"), in Uzbekistan. The contract will become effective following
standard regulatory approvals, which include the issuance of a Presidential Decree and the completion of a
Feasibility Study.

e In February 2012, the Company announced it had signed an additional MOU with UNG. The objective of
this MOU was to continue providing the framework for a Joint Study and facilitate the negotiation process
for an Exploration Agreement relating to certain exploration blocks in the North Ustyurt Basin of
Uzbekistan. Then on May 16, 2012 it was announced that a Memorandum of Understanding had been
signed, which agreed a timetable for the potential signing of an Exploration Agreement for a highly
prospective Exploration block.

Tajikistan Oil Production (Beshtentak field)

On October 20, 2011, the Company announced that the Beshtentak well BST20, having been worked over by
applying modern perforating and acidisation techniques and applying natural gas lift, tested oil at a rate of 533 bopd
accompanied by 12,500 cubic metres (441 thousand cubic feet) of gas per day on a restricted choke (10 mm - 25/64
inch) with a flowing tubing head pressure of 26 atmospheres (377 psi).

Initial sales agreements were signed and the first payments from oil sales received.

The well was placed on oil production and the gas was tied into the nearby local gas grid but subsequently
production performance indicated possible communication with the nearby BST103 well which is producing gas
from the field for the city of Kulob, this gas being part of the “base level” production on the field assigned to the
Tajik State. As a result, the BST20 production dropped significantly. The well is now back on production but at
lower rates than previously; currently approximately 80 to 100 bopd.

Meanwhile, 3 - 4 further workover candidates have been identified in other parts of the field (away from existing
producers), which are interpreted to contain remaining bypassed oil and gas and work is progressing to fully assess
these interesting opportunities. In addition to conducting recompletion work on these 3 - 4 wells, it is planned in the
future to locate potentially one new high angle or horizontal crestal development well, which would have the
potential to achieve higher production rates than those obtained from the BST20 well, with the option to add another
based on the initial results.

Given the focus on oil production in the short term in Tajikistan as well as the deeper exploration, testing of the
EOLQ9 and Persea 1 wells have been postponed for the time being.

Production Summary

In the first six months of 2012, the oil and gas production levels achieved (before the deduction of local
governments share or taxation) were as follows:

Country Oil Gas Combined
bopd Mcm/d boe/d boe/d
Kazakhstan 1,983 537 3,165 5,148
Uzbekistan 699 - - 699
Tajikistan 56 - - 56
Total 2,738 537 3,165 5,903



While in the same period of 2011 the production levels were as follows:

Country Oil Gas Combined
bopd Mcm/d boe/d boe/d
Kazakhstan 565 568 3,341 3,906
Uzbekistan 1,145 - - 1,145
Tajikistan - - - -
Total 1,710 568 3,341 5,051

Note: These figures have been calculated on the total number of days in the period and have not been restricted to the number of
production days as in pre-2012 MD&A’s.

In the three months to June 30, 2012, the oil and gas production levels achieved (before the deduction of local
governments share or taxation) were as follows:

Country Oil Gas Combined
bopd Mcm/d boe/d boe/d
Kazakhstan 2,927 509 2,994 5,921
Uzbekistan 691 - - 691
Tajikistan 71 - - 71
Total 3,689 509 2,994 6,683

While in the same period of 2011 the production levels were as follows:

Country Oil Gas Combined
bopd Mcm/d boe/d boe/d
Kazakhstan 815 625 3,677 4,492
Uzbekistan 1,189 - - 1,189
Tajikistan - - - -
Total 2,004 625 3,677 5,681

Note: These figures have been calculated on the total number of days in the period and have not been restricted to the number of
production days as in pre-2012 MD&A’s.

Financial Review
Loss before tax
The Company recorded a net loss after taxation of US$11.718 million in the six months ended June 30, 2012

compared to a net loss of US$8.991 million in the same period of 2011. The principal differences between the two
periods were as follows:



Three months ended June 30

2012
Sales and other revenues 10,204
Other operating income -
Total revenue and other income 10,204
Production expenses (2,930)
Depreciation, depletion and
amortisation (4,755)
Listing expenses -
Business development expenses (395)
Administrative expenses (5,771)
Share based payments (1,274)
Foreign exchange gains/(loss) net (112)
Fair value gains/(loss) 829
Loss from jointly controlled entity 163
Net finance (costs) / income (398)
Loss before taxation (4,439)
Taxation (431)
Loss after taxation (4,870)

Note

2011

4,177
5,706
9,883

(1,773)

(3,215)
(327)
(1,208)
(5,391)
(864)
16
(315)
(302)
725

@2,771)
75
(2,696)

Movement

144%

3%

65%

48%
(100%)
(67%)
7%
47%
(800%)
(363%)
(154%)
(155%)

60%
(675%)
81%

Six months ended June 30

2012

16,691

16,691

(5,840)

(7.791)
(579)
(10,757)
1877)
(176)
(67)
101
(852)

(11,147)
(571)
(11,718)

2011 Movement
8,657 93%
5,706 -
14,363 16%
(3,525) 66%
(5,827) 34%
(333) (100%)
(1,229) (53%)
(10,661) 1%
(2,057) (9%)
216 (181%)
(323) (79%)
(511) (120%)
718 (219%)
(9,169) 22%
178 (421%)
(8,991) 30%

Revenue from the oil sales in Tajikistan is included in the financial statements of SSEC and in 2012 is included in the Company’s
consolidated revenue. Between December 31, 2009 and December 13, 2011, SSEC was a joint venture and as such its revenue
was not included in the Company’s consolidated revenue during that period.

Revenue

Three months ended June 30 Six months ended June 30

2012 2011 % 2012 2011 %
Change Change
Gas sales 1,488 1,863 (20%) 3,140 3,354 (6%)
Oil sales 7,648 1,107 591% 10,087 1,608  527%
Refined product sales 1,013 946 7% 3,321 3,368 (1%)
Other revenue 55 261 (79%) 143 327  (56%)
10,204 4,177 144% 16,691 8,657 93%

Note2  Oil sales in Kazakhstan are reported net of water content plus compensation for natural wastage, transportation costs of
water from the well head to the terminal at Shalkar.

Kazakhstan Gas sales

e The gas sales are generated from both the Kyzyloi and the Akkulka contracts in Kazakhstan and, as
referred to in Kyzyloi Gas Production above, are sold to Asia Gas NG LLP at agreed prices of USD32 per
Mcm excluding VAT for the Kyzyloi gas and USD38 including VAT for the Akkulka gas.



Total volumes sold in the six months to June 30, 2012 were 66.1MMcm (2011: 63.0MMcm) from Kyzyloi
and 30.2MMcm (2011: 40.0 MMcm) from Akkulka.

Total volumes sold in the three months to June 30, 2012 were 31.4.MMcm (2011: 34.4MMcm) from
Kyzyloi and 14.2MMcm (2011: 22.6 MMcm) from Akkulka.

Gas sales for the six months to June 30, 2012 were USD3,140,000 compared to USD3,354,000 for the
same period in the prior year. Gas sales for the three months to June 30, 2012 were USD1,488,000
compared to USD1,863,000 for the same period in the prior year. The slight decrease in Q2 2012 was in
part due to the result of one compressor being out of action along with limited natural field decline.

Kazakhstan Oil sales

A breakdown of oil sales in the six months of 2012 and 2011 are as follows:

2012
Period Gross Priceat Compensation VAT Net
bbls Revenue  wellhead Sales
$000 $000 $000 $000
Q1 89,024 2,671 30.0 79 278 2,314
Q2 245,231 7,876 321 118 831 6,927
334,255 10,547 - 197 1,109 9,241
2011
Gross Priceat Compensation VAT Net
bbls Revenue wellhead Sales
$000 $000 $000 $000
Q1 24,856 598 24.1 30 61 507
Q2 63,190 1,503 23.8 270 132 1,101
88,046 2,101 239 300 193 1,608

Net figures exclude the compensation for water content plus compensation for natural wastage, transportation costs
of water from the well head to the terminal at Emba. The VAT can be recovered by the Company’s Kazakh
subsidiary.

The oil sales in Q2 2012 showed a significant increase on Q1 2012 as the result of the following reasons:

The opening of the AOT at Shalkar in April 2012.

The severe winter in Kazakhstan during the first quarter which not only interfered with the oil
transportation operation but also delayed the opening of AOT.

The opening of AOT saw an initial increase in the price to USD33 per barrel, with further increases
expected.

The oil sales in both Q1 and Q2 2012 saw a significant increase on the equivalent periods in 2011 for the following

reasons:
.

Increased levels of production as in 2011 only one well was producing while there were three in 2012. See
Kazakhstan Oil Production (Akkulka contract) above.

Increased deliveries and reduced turnaround time for trucks following the opening of AOT.

Increased sales price as production increased and the opening of AOT.
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Tajikistan Oil Sales

Oil sales

The oil sales in Tajikistan are the result of local sales of the production from BST20 which began producing in

Three months ended June 30

2012

721

2011

%
Change

October 2011. See Tajikistan Oil Production (Beshtentak field) above.

Refined products sales (Uzbekistan)

Three months ended June 30

Six months ended June 30

2012

847

2011 %
Change

Six months ended June 30

2012 2011 % 2012 2011 %
Change Change
Refined product sales 1,013 946 7% 3,321 3,368 (1%)

Refined product sales for the six months to June 30, 2012 were USD3,321,000 compared to USD3,368,000
in the same period of 2011 This reduction was considerably less than the drop in production in 2012
compared to 2011 because the sales in 2012 included products paid for in 2011 but not delivered until
2012, which had been identified as deferred revenue in the 2011 annual financial statements.

Refined product sales for the three months to June 30, 2012 were USD1,013,000 compared to USD946,000
in the same period of 2011. As with the figures for the six months to June 30, 2012 the Q2 figures were
also bolstered by the inclusion of sales identified as deferred revenue in the Q1 2012 financial statements.

See Uzbekistan Oil Production above to see the drop in production from 2012 to 2011.

Deferred revenue from refined product sales, i.e. goods sold and paid for but awaiting delivery, at June 30,
2012 was USD1,395,000 (December 31, 2011: USD1,839,000).

Under the North Urtabulak PEC, TPU receives 50% of all incremental production from each well from the
North Urtabulak Field for the first three years of production, with the remaining 50% to be shared between
the Uzbek State Partners. For the subsequent five years, the company receives 20%, and the Uzbek State
Partners 80% of the same. As at June 30, 2012 some 12 of the 14 producing wells were past the initial three
years of production.

Operating expenses

Three months ended June 30

Six months ended June 30

2012 2011 Change 2012 2011 Change
Kazakhstan 2,173 1,023 112% 4,219 2,280 85%
Uzbekistan 419 750 (44%) 1,105 1,245 (11%)
Tajikistan 338 0 100% 508 0 100%
Other 0 0 0% 8 0 100%

2,930 1,773 65% 5,840 3,525 66%

11




Kazakhstan

The split between the gas and oil production in Kazakhstan was as follows:

Three months ended June 30 Six months ended June 30
Kazakhstan gas production USD 697,000 USD 1,404,000
Production cost per boe Usb 255 Usb 244
Kazakhstan oil production USD 1,476,000 UsD 2,815,000
Production cost per barrel Usb 554 Uusb 7.80

The majority of production costs in Kazakhstan for gas and oil are fixed and as such the unit cost of production
decreases as production increases.

Production costs in Kazakhstan were higher in the six months to June 30, 2012 compared to the same period in 2011
primarily as a result of the higher levels of oil production. See Kazakhstan Oil Production (Akkulka contract) above
for details.

Uzbekistan

Production costs in Uzbekistan in both the three months and the six months to June 30, 2012 compared to 2011 as
the production volumes in 2012 were lower than in the same periods in 2011. (see Uzbekistan oil production and
Refined product sales above).

The fall in production costs did not match the fall in production levels as the majority of production costs are fixed
and consequently do not move in line with production levels.

Depreciation, depletion and amortization expense

Three months ended June 30 Six months ended June 30
2012 2011 % 2012 2011 %
Change Change
DD & A costs 4,755 3,215 48% 7,791 5,827 34%

e The DD&A in the three months and six months to June 30, 2011 were a combination of the gas and oil
production related figures in Kazakhstan and the refined product production in Uzbekistan.

e The DDA is directly related to the use of reserves and consequently the figure for Kazakhstan was higher in
both the three months and the six months to June 30, 2012 because the revenues were higher in both
periods reflecting the fact that the reserves utilised in both periods were higher than in the same periods of
2011.

e The increased Kazakhstan DD&A charges in both Q1 and Q2 2010 were in part offset by the reduced
revenue (reserve usage) in Uzbekistan in the same periods.

Business development expenses

Three months ended June 30 Six months ended June 30
2012 2011 % 2012 2011 %
Change Change
Business development expenses 395 1,208 (67%) 579 1,229 (53%)
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e Business development costs relate to costs incurred in the Company’s pursuit of new contracts in Central
Asia. The USD395k incurred in the three months and the USD579k in the six months to June 30, 2012
related to the Chegara contract in Uzbekistan and the pursuit of possible production projects in
Afghanistan.

e The majority of the costs in the three months and the six months to June 30, 2011 were incurred with
respect to the tender held by the government of Afghanistan for an Exploration and Production Sharing
Contract relating to three exploration/development areas located in the north of the country within the Amu
Darya basin

Administrative expenses

Three months ended June 30 Six months ended June 30
2012 2011 % 2012 2011 %
Change Change

Staff costs 2,576 2,242 15% 5,041 4,307 17%
Travel costs 761 777 (2%) 1,516 1,738 (13%)
Office costs 801 673 19% 1,471 1,250 18%
Professional fees 906 802 13% 1,497 1,486 1%
Marketing costs 274 612 (55%) 419 909 (54%)
Other costs 453 285 59% 813 971 (16%)
5771 5,391 7% 10,757 10,661 1%

General and Administration expenses for the six months ended June 30, 2012 were up on the same period of the
previous year as a result of the following:

e There was an increase in staff costs compared to the same period in 2011, as a result of increased levels of
staff in Kazakhstan combined with increased health insurance costs following a new legislation.

e There was an increase in office costs compared to the same period in 2011, but it is anticipated that these
costs will reduce in the second half of the year.

e Theincreased costs in the above categories were offset by savings on travel costs and marketing costs. The
reduction in marketing costs reflected less expenditure on PR and sponsorship.

General and Administration expenses for the three months ended June 30, 2012 were up on the same period of the
previous year as a result of the following:

e There was an increase in staff costs compared to the same period in 2011, as a result of increased levels of
staff in Kazakhstan combined with increased health insurance costs following a new legislation.

e Increased professional fees reflecting the costs incurred in the resource reports for Kazakhstan and
Tajikistan.

Share based payments

Three months ended June 30 Six months ended June 30
2012 2011 % 2012 2011 %
Change Change
Share based payments 1,274 864 47% 1,877 2,057 (9%)

In the six months to June 30, 2012, some 5,235,000 options were granted, 15,000 were exercised and 240,000 were
forfeited or expired.

In the three months to June 30, 2012, some 5,025,000 options were granted and 126,000 were forfeited or expired.
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Foreign exchange

Three months ended June 30 Six months ended June 30
2012 2011 % 2012 2011 %
Change Change
Foreign exchange loss/(gain) 112 (16) (800%) 176 (216) (181%)

A foreign exchange loss was incurred in both the three month and six month periods ending June 30, 2012 compared
to exchange gains in the equivalent periods in 2011.

Fair value
Three months ended June 30 Six months ended June 30
2012 2011 % 2012 2011 %
Change Change
Fair value (gain)/ loss (829) 315 (363%) 67 323 (79%)

The USD829k fair value gain in the three months to June 30, 2012 was due almost entirely to the decline in the
company’s stock price during the quarter. The stock price fell from CADO0.84 on March 31, 2012 to CADO0.60 on
June 30, 2012. Many of the warrants were in-the-money at CADO0.84 but almost all are out-of-the-money at
CADO0.60. This significantly decreased the fair values for the warrants. This compares with a loss in the fair value of
the warrants incurred in the equivalent period in 2011 combined with the impact of interest rate swaps and foreign
exchange hedging. The foreign exchange hedging ceased in April 2012.

The movement in the fair value in the three months to March 31, 2012, was a combination of the interest rate swap
valuation following the repayment of loans associated with the drilling of Uzbekistan well; a reduction linked to the
foreign exchange hedging arrangement and the movement in the valuation of warrants issued, as a result of the
movement in the share price in the period.

The Fair Value gain or loss in the six months to June 30, 2011, reflected the movement in the fair value of warrants

issued by the Company that were denominated in a currency other than the Company’s functional currency for
financial reporting purposes and the impact of interest rate swaps and forex hedging.

Joint venture

Three months ended June 30 Six months ended June 30
2012 2011 % 2012 2011 %
Change Change
(Profit) / loss on jointly controlled
entity (163) 302 (154%) (1012) 511 (120%)

Profit from the jointly controlled joint venture in 2012 represented the Company’s 50% share in the profit of AOT,
while the 2011 figure represented the Company’s 51% share in the loss incurred by SSEC.

Net finance costs

Three months ended June 30 Six months ended June 30
2012 2011 % 2012 2011 %
Change Change
Net finance costs / (income) 398 (725) (155%) 852 (718) (219%)
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Finance costs consist primarily of interest costs net of any interest income. With very little capital expenditure in
either the three months or six months periods to June 30, 2012 then little of the interest expense incurred in those
periods could be capitalized.

Taxation
Three months ended June 30 Six months ended June 30
2012 2011 % 2012 2011 %
Change Change
Current income tax expense 66 - - 210 - -
Deferred tax (recovery) / expense 365 (75) 587% 361 (178) 303%

The tax charge is made up of a current tax charge in Uzbekistan USD210k (2011: Nil) where the prior year’s losses
have been fully utilized together with a deferred charge of USD361k (2011: Gain of USD178Kk) arising primarily in
Kazakhstan.

Capital Expenditure
Three months ended June 30 Six months ended June 30
2012 2011 % 2012 2011 %
Change Change
Kazakhstan 1,450 14,164 (90%) 1,680 22,209 (92%)
Uzbekistan 102 574 (82%) 185 3,351 (94%)
Tajikistan 543 - - 1,438 - -
Other and Corporate 6 96 (94%) 7 126 (94%)
2,101 14,834 (86%) 3,310 25,686 (87%)

As a result of the delay to the commencement of the higher oil production levels in Kazakhstan and the related
impact on funds, the Company postponed much of its planned capital expenditure to later in 2012.

Major items of capital expenditure in the three months and six months to June 30, 2012 were:

Kazakhstan
e  Akkulka appraisal wells tie ins USDO0.63 million
e  Production facilities USDO.33 million
Tajikistan
e Perseawell USDO0.32 million
e Aeromagnetic survey USDO0.35 million
e  Seismic survey USDO0.23 million
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Use of Funds

Set out below are details of the planned use of funds as detailed in the prospectus dated October 4, 2010:

The primary differences were in relation to:
1. The well drilling programme in Kazakhstan is ongoing with a further two appraisal wells planned for
2012/13 and testing of the exploration we