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Statement of circumstances relating to the resignation of Deloitte LLP as auditors to Addax Petroleum UK Limited
(“APUK™)

This statement of crrcumstances 1s 1ssued in accordance wath s519 of the Companies Act and sets oul the crcumstances
directly resulting in our resignation as audilors to APUK pnor to having completed the audit for the year ended 31 December
2015 that we consider should be brought to the altention of members and creditors

APUYX 15 2 wholly owned subsidiary of Addax Pelroleum Holdings Limited (“APHL” or “Addax”) and along vath s fellow
subsithary underiakings i1s part of the APHL group (the “Addax Petroleum Group™ The issues raised in this statement while
nol all directly relating to APUK, directly impact the audit of APUK because there are common directors common management
and significant financial interaction and interdependence between APHL APUK and other group subsidianes including entibies
from which guestionable payments and transactions have been made In the case of APUK these interdependent transachions
include matenal charges from and outstanding balances with, such entities

In the course of our audit work on the Addax Peirolesrm Group we have identified a number of payments made for which we
have been unable to obtan satisfactory explanations or sufficrent audit ewidence regarding their business rationate and validity
These amounts include

+  paymenis in excess of $20 millkon recorded as legal expenses that were made to several “legal advisors™ in Nigena
and the United States from bank accounts in Nigena and the Isle of Man and for which, ameongst other concerns, it
has not been clearly established what services were delivered for the amounis paid, and

»  payments {o an engineenng company in excess of $80 million regarding construction projects for the Antan and
Udele/Ofnma developments Amengst other concerns, the magmiude of these payments appears {0 be i excess of
the demonsirable value of work performed and therr purpose and timing raise 1ssues which have not been resolved

In addilion we have received a number of whistleblomng allegations, beth from wathin and external to Addax, some of which
allege that such payments have been made to bribe foreign government officials and that certain amounts have been
embezzled by certain members of management within Addax Petroleum Group  Alegations also include (1) inappropnate
expendiiures made by the Geneva branch of the Isle of Man group service company and (s} payroll wregulanties in the group
service company, which recharges costs throughout the Addax Petroleum Group, thal raise associated comphiance 1ssues We
recognise that these are whistleblower allegations and are not proven, but they cause us a greal deal of unresolved concern

We have cormmmunicated the following 1o the management and those charged with governance of the Addax Petroleum Group
as well as in our direct correspondence to the management of Addax’s indirect shareholder (Sinopec International Petroleum
Exploration and Production Corporation “SIPC")

¢ our concerns regarding the circumstances surrounding the abovementioned payments

s our concesns fegarding Addax Petroleum Group's tadure to maintan adequate financial records and falure to prowde us
with sufficient audit evidence to justify the abovementioned payments,

«  our concemns regarding vanous whistieblowing allegations and

= pur recommendation that an independent external investigation be performed mio these paymenis and into the
whistlebtowing allegations in order to propery clarfy these elements and prowide appropnate ewidence to satisfy our audit
concerns

An in-depth investigation by an independent external expert 1s essenttal due to the implication of a significant number of
members of management in the whistieblowang allegations and in making and approving the payments over which we have
concerns

Further the responses of certan directors of APHL and APUK and cerlain members of senior management of APHL and s
other subsidianes have raised unresolved concerns in relalion to our ability to rely on their audit ewidence and representalions
to perform our audit work Therr explanations lacked credibiity, were inconsisient and at hmes directly contradictory to previous
documentary information provided -

We raised imiia) concerns with Addax Petroleum Group management at the beginning of March 2016 and formally
recommended an independent investigation to SIPC on 10 May 2016 Addax Petroleum Group management were informed on
31 August 2016 of our intention to 1ssue a disclaimer of opimon for the group and all of its subsidianes, including APUK, should
sufficient appropnate audit evidence not be provided

In the penod since these communications, we have 1ssued significant additional carrespondence, including a formal request for
our concerns and recommendations to be efevated to the ulimate controling shareholders of APHL and APUK We have been
provided with a very recent internal Addax comrunication, which suggests that a potential inwveshgation 1s being considered,
but which confirms our understanding that to date no such investigation has been carned out  We consider that sufficient time
has now passed since our inihal request for an independent, external and appropnately scoped investigation to address our
audit concerns to have been carned out and we are concerned that this has notl happened Instead management of APHL have
inthated steps to terminate Deloitte’s appoiniment as auditor to the group and certain of iis subsidianes
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