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Swala Oil and Gas (Tanzania) Public Limited Company

Consolidated and Separate Unaudited Financial Statements
for the period ended 30 June 2021

Report of the Directors (Continued)

GOING CONCERN

The Group incurred a net loss of US$ 4.46 million (Company: US$ 0.97 million) for the period ended 30 June
2021,(June2020: Group incurred a net loss of US$ 3.19 million and Company: US$ 0.87 million). As at the
reporting date the Group’s liabilities exceeded its assets by US$ 29.34 million (Company: US$ 10.27 million)
(Dec2020: Group’s liabilities exceeded its assets by US$ 24.89 million and Company: US$ 9.30 million) and a
Group net current liability position of US$ 17.21 million (Company: US$ 6.00 million) (Dec2020: Group net
current liability of US$ 13.52 million and Company: US$ 5.02 million). These events or conditions indicate that
a material uncertainty exists that may cast significant doubt on the Group and Company’s ability to continue
as a going concern and, therefore that they may be unable to realise their assets and discharge their
liabilities in the normal course of business.

The Group and the Company are in exploration stage with no production, therefore the ability of the Group
and the Company to continue as a going concern is dependent on the success in raising funds in the future to
allow continuation of the work programmes in Tanzania. As part of its forward planning the company has
commenced the process of cross-listing on a Recognised Exchange and is in discussions with several parties
about farming down its exploration assets.

In 2017 the Group and the Company had acquired 7.93% equity interest in PAE Panafrican Energy Corporation
(“PAEM”), a Mauritius registered company PAEM owns 100% of the equity of PanAfrican Energy Corporation
Limited (“PAET”), which in turn operates 100% of the Songo Songo gas field in Tanzania. The field has,
contrary to all past and current forecasts, failed to deliver free dividends to the shareholders (Swala 7.93%
and Orca Energy Group Inc. (“Orca”) 92.07%) since 2019.

The Group issued 25 million Class A1 Senior Notes to fund the acquisition of 7.93% of PAEM. On the 22nd of
January 2021, the Company advised that the original Class A1 Senior Noteholder sought to divest its interest
in the Notes following the continued failure by PAEM to generate any distributable income to its shareholders.
The reason for this failure was said to be due to the reinvestment of revenues from the Songo Songo field,
repayment of profit gas entitlements to the Tanzanian Petroleum Development Corporation and the payment
of PAET tax obligations.

As subsequently advised, the Notes were sold by the original holders to a private equity group with extensive
emerging markets experience (“the Buyer”) on the 4th of June 2021. The previous holder’s decision to sell
created an opportunity for the Buyer to acquire the Notes on a basis that more closely reflected the forecast
financial performance of PAEC and PAET up to the end of the Songo Songo licence in 2026. On the same date
the Company referenced the start of restructuring discussions with the Buyer (“the Proposed Transaction”).

Swala and its advisors have had extensive engagements with the Buyer and its majority shareholders to
progress the Proposed Transaction. Whilst there can be no guarantees that such discussions shall be
successfully completed, the intention of the parties is to restructure the current debt and equity in a manner
that addresses the Company’s going concern capacity ahead of the listing on a Recognised Exchange.
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Swala Oil and Gas (Tanzania) Public Limited Company

Notes to the Consolidated and Separate Unaudited Financial Statements
for the period ended 30 June 2021 (Continued)

2. BASIS OF PREPARATION (CONTINUED)

e) Going concern basis of accounting preparation

The Group incurred a net loss of US$ 4.46 million (Company: US$ 0.97 million) for the period ended 30 June
2021,(June2020: Group incurred a net loss of US$ 3.19 million and Company: US$ 0.87 million). As at the
reporting date the Group’s liabilities exceeded its assets by US$ 29.34 million (Company: US$ 10.27 million)
(Dec2020: Group’s liabilities exceeded its assets by US$ 24.89 million and Company: US$ 9.30 million) and a
Group net current liability position of US$ 17.21 million (Company: US$ 6.00 million) (Dec2020: Group net
current liability of US$ 13.52 million and Company: US$ 5.02 million). These events or conditions indicate that
a material uncertainty exists that may cast significant doubt on the Group and Company’s ability to continue
as a going concern and, therefore that they may be unable to realise their assets and discharge their
liabilities in the normal course of business.

The Group and the Company are in exploration stage with no production, therefore the ability of the Group
and the Company to continue as a going concern is dependent on the success in raising funds in the future to
allow continuation of the work programmes in Tanzania. As part of its forward planning the company has
commenced the process of cross-listing on a Recognised Exchange and is in discussions with several parties
about farming down its exploration assets.

In 2017 the Group and the Company had acquired 7.93% equity interest in PAE Panafrican Energy Corporation
(“PAEM”), a Mauritius registered company PAEM owns 100% of the equity of PanAfrican Energy Corporation
Limited (“PAET”), which in turn operates 100% of the Songo Songo gas field in Tanzania. The field has,
contrary to all past and current forecasts, failed to deliver free dividends to the shareholders (Swala 7.93%
and Orca Energy Group Inc. (“Orca”) 92.07%) since 2019.

The Group issued 25 million Class A1 Senior Notes to fund the acquisition of 7.93% of PAEM. On the 22nd of
January 2021, the Company advised that the original Class A1 Senior Noteholder sought to divest its interest
in the Notes following the continued failure by PAEM to generate any distributable income to its shareholders.
The reason for this failure was said to be due to the reinvestment of revenues from the Songo Songo field,
repayment of profit gas entitlements to the Tanzanian Petroleum Development Corporation and the payment
of PAET tax obligations.

As subsequently advised, the Notes were sold by the original holders to a private equity group with extensive
emerging markets experience (“the Buyer”) on the 4th of June 2021. The previous holder’s decision to sell
created an opportunity for the Buyer to acquire the Notes on a basis that more closely reflected the forecast
financial performance of PAEC and PAET up to the end of the Songo Songo licence in 2026. On the same date
the Company referenced the start of restructuring discussions with the Buyer (“the Proposed Transaction”).

Swala and its advisors have had extensive engagements with the Buyer and its majority shareholders to
progress the Proposed Transaction. Whilst there can be no guarantees that such discussions shall be
successfully completed, the intention of the parties is to restructure the current debt and equity in a manner
that addresses the Company’s going concern capacity ahead of the listing on a Recognised Exchange.






























































