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EXPLANATORY NOTE

This Amendment No. 1 to Annual Report on FormKI8-amends and restates in part Item 1A of Partd kems 7, 8 and 9A(T) of Part Il
the Annual Report on Form 10-K for the year endeddnber 31, 2008 that was fileg Manas Petroleum Corporation with the Securiiec
Exchange Commission on April 15, 2009. This Amendiido. 1 corrects the errors described below.

On July 16, 2009, the Board of Directors of Managr®eum Corporation concluded that the finandiatesnents included in its Annual Reg
on Form 10K for the year ended December 31, 2008 did notectir measure the consulting expense incurred &gdmpany during the ye
In accordance with accounting principles generatigepted in the United States the company showe reanmeasured the stock option exp:
for options issued to noemployees at each reporting period. The fair valas not remeasured from the grant date fair valhe. result is
decrease in consulting expense of $832,656 recard#éte year ended December 31, 2008 and a comdspp decrease in additional paic
capital.

The adjustments do not affect previously reporeagnues, cash flows or the compangash/liquidity position, and the Board of Dirgstdoe
not consider the changes to be material.

For a discussion of the restatement adjustmengs t@fNotes 23 and 24 of the consolidated finarstelements presented herein.

Except for the correction of the recently discodeeeror described above, this Amendment No. 1 tauah Report on Form 1B/A does nc
update any disclosure from, or reflect any eveouaing subsequent to April 15, 2009 which is thied date of the original Annual Report
Form 10-K. The other information in this Amendmaélat. 1 is only provided as a convenience to thegead
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PART |
ITEM 1. BUSINESS
Forward-Looking Statements

This annual report on Form 10-K contains forwardkiog statements. Forwaldeking statements are statements that relatettoeflevents «
future financial performance. In some cases, yauidantify forward looking statements by the usaesfninology such as “may”, “should”
“intend”, “expect”, “plan”, “anticipate”, “believe’“estimate”, “project”, “predict”, “potential”, ofcontinue” or the negative of these terms
other comparable terminology. These statementskspely as of the date of this annual report on FArK. Examples of forwartboking
statements made in this annual report on Form liickide statements pertaining to, among other thing

e the quantity of potential natural gas and crudeesburces;
e potential natural gas and crude oil production leve
e capital expenditure programs;
e projections of market prices and costs;
e supply and demand for natural gas and crude oll;
e our need for, and our ability to raise, capitall an
e treatment under governmental regulatory regimestaathws.
These statements are only predictions and invahosvk and unknown risks, uncertainties and otheofacincluding:
e our ability to establish or find resources or ressr
e volatility in market prices for natural gas andaeuil;
o liabilities inherent in natural gas and crude giemtions;
e uncertainties associated with estimating naturalaged crude oil resources or reserves;
e competition for, among other things, capital, reses, undeveloped lands and skilled personnel;
e political instability or changes of laws in the atties in which we operate and risks of terrorttheks;
e incorrect assessments of the value of acquisitions;
e geological, technical, drilling and processing peats;
e other factors discussed under the section entitRigk Factors” beginning on page 11 of this annual report omka0-K, below.

These risks, as well as risks that we cannot ctiyranticipate, could cause our or our industrgtual results, levels of activity or performa
to be materially different from any future resultssels of activity or performance expressed orliethby these forward looking statements.

Although we believe that the expectations refledtethe forward looking statements are reasonatdecannot guarantee future results, le
of activity or performance. Except as required pplecable law, including the securities laws of theited States and Canada, we do not ir
to update any of the forward looking statementsoiaform these statements to actual results.

You should read the following discussion and arialyrs conjunction with our unaudited consolidat@mhhcial statements, together with
Notes thereto included in this Form-K.

Corporate Overview

Manas Petroleum Corporation, a Delaware corporaitsnsubsidiaries and joint ventures which are alferred to as “Manas Petroleum
“Manas”, the “Group”, the “Company”, “us”, “our” diwe” are in the business of exploring for oil and gasparily in Central Asia and ti
Balkans.






Corporate History

We were incorporated in the State of Nevada on 9ul$998 as “Express Systems Corporation” (“Exgdesst inception, we intended
engage in the hot-swap technology business but ureable to raise the required capital. In 2001 aeguired an otine gaming license but t
licensor subsequently went out of business ancherefter abandoned both the license and the ergiming business.

In October 2002, we entered into an oral agreemvéhtBlackstone Holdings Corporation pursuant tdchiBlackstone and we began to joi
develop an internet advertising business in Mastedinc., a subsidiary of Blackstone created fus tpurpose. In addition to advertisi
Blackstone and we intended to generate and settifofeads” (an optn lead consists of the contact information for stwdy that he
responded to an internet advertisement). We 1082800 to Blackstone for use in the developmerthisfbusiness. Blackstone soon dec
not to participate in this business and, on Noven#ye 2002, it sold its shares of Masterlist tofaisan amount equal to the balance of
$25,000 debt. At this time, our business becamebtiginess of Masterlist, Inc. which was advertisimgthe internet and selling optleac
generation lists.

In December of 2006, we carried out a 2:1 forwanlit svhereby each of our shareholders receivedamditional share of common stock
each share of common stock held previously.

We entered into a share exchange agreement with R&tvbleum AG (“DWM Petroleum™a Swiss company, and the shareholders of L
Petroleum. Under the share exchange agreemergh#reholders of DWM Petroleum received 80,000,0@0es of our common stock, ec
to 79.9% of our outstanding common stock at thestim exchange for 100% of the shares of DWM Petnol. In addition, the share excha
agreement requires that we issue an aggregatetofarpadditional 500,000 shares of our commorksteer time to the former shareholder
DWM Petroleum for every 50 million barrels of PS50 r@serves net to us from exploration in the Kyrd3epublic, Albania, and Tajikistan
to a maximum of 2.5 billion barrels of P50 oil reses. At our option, this obligation can be extahdtie additional properties that are acqu
through the actions of the former shareholders\WWiNDPetroleum. This share exchange was completed 2@r2007.

Contemporaneously with the share exchange, we @aldvholly-owned subsidiary, Masterlist Inc. to its sole ergpk for a nominal ca
payment and five annual payments equal to 5% ofitbes sales of Masterlist for each respective.y&sa result of the share exchange an
sale of Masterlist, we abandoned our prior busia@ssDWM Petroleum became our wholly-owned subsydia

As a condition to completion of the share exchatlye,shareholders of DWM Petroleum agreed to Iqekhe shares of our common st
received by them at closing. Each affiliate of DWAdtroleum entered into a lock up agreement reistgictales of his shares of our comr
stock until April 10, 2010, provided that beginniBbgcember 10, 2008, he was to be permitted toupelb 3% of the number of shares of
common stock held by him in any three month peritatch noraffiliate of DWM Petroleum entered into a lock ugr@ement restricting sa
of his shares of our common stock until October2@)8, provided that beginning April 10, 2008 hesvpeermitted to sell up to 50% of
number of shares of our common stock held by himniy three month period subject to Rule 144 untdeiSecurities Act of 1933 or other s
exemption from registration as may be the caseh Bathese lock up agreements provides that weuodaterally waive the resale restrictis
imposed by the lock up agreements so long as tivewapplies to all of the locked up sharehold@s.April 15, 2009, we agreed to waive
of the resale restrictions imposed by these loclagieements. Resale of the shares of our stocktedfdy these agreements continues -
subject to any resale restrictions imposed by iagluding the applicable securities laws.

As a preeondition of the share exchange, we amended oiglesrtof incorporation on April 2, 2007 to increaser authorized capital fro
25,000,000 to 300,000,000 shares of common stodktarchange our name to our current name, “ManasolBem Corporation” At the
completion of the share exchange transaction ol AQy 2007, all of our Directors and Officers igsed and were replaced by the Officers
Directors of DWM Petroleum.

Simultaneously with, and as a condition to complef the share exchange, we completed a privaigepient of 10,340,860 units. Each
consisted of one share of our common stock, orfeohahe Series A warrant with each
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whole warrant exercisable for one share of comntocksat $2.00 per share until April 10, 2009, ane balf of one Series B warrant with e
whole warrant exercisable for one share of commnonksat $4.00 per share until April 10, 2010. Comsions paid in connection with t
offering totaled $607,114 in cash and 1,734,613 aves exercisable at $2.00 until April 10, 2010.

Immediately prior to the effective time of the shaxchange, we had 20,110,400 outstanding shamsrofion stock. In the share exchange
of the outstanding shares of common stock of DWNdkeum were exchanged for 80,000,000 shares ofoormon stock. After adjustme
for the share exchange and the unit offering reteto above, we had 111,251,260 shares of comnook sutstanding, of which our forn
shareholders held approximately 18.1%, the fornmareholders of DWM Petroleum held approximately9%d.and the investors acquir
shares through the private placement held apprdgign8.3% .

Our Current Business

Our wholly-owned subsidiary, DWM Petroleum, is a Swiss registecompany based in Baar, Switzerland. DWM Patrolevas founded
2004 to focus on the exploration of oil and ga€entral Asia. On April 7, 2004, DWM Petroleum aagdi a 90% interest in the CISC S«
Petroleum Company in the Kyrgyz Republic. BetweeprilA2004 and August 2006, CJSC South Petroleum fizmy was awarded
exploration licenses in the Kyrgyz Republic. On @8, 2006, DWM Petroleum and Anawak LLC founde®CJXJBomon Oil Company
Tajikistan. Recently, we have expanded the areainfeographic interest to include the Balkanslaatth America.

On November 28, 2007, DWM Petroleum founded a brasfice in Albania to run the operations in thell@a region. On August 29, 20t
we formed Manas Petroleum AG, a Swiss registeredpamy based in Baar, Switzerland, a wholly ownedsgliary of Manas Petrolet
Corporation. We intend to use this subsidiary tosttidate properties in the Balkans at a laterestdfgur business development.

On March 26, 2008, we incorporated Manas ManagerSenvices Limited in the Bahamas, which control8698f Manas Energia Ch
Limitada, which was incorporated on April 24, 20@8&th subsidiaries were formed to consolidate aoperty in Chile. The remaining 1%
Manas Energia Chile Limitada is owned directly bgris Petroleum Corporation.

We are in the business of exploring for oil and, gainarily in Central Asia and the Balkans. Intpardar, we focus on the exploration of la
underthrust light oil prospects in areas where, thodwré has often been shallow production, their deppential has yet to be evaluatec
we discover sufficient reserves of oil or gas, weend to exploit them. Although we are currentlgdsed primarily on projects locatec
certain geographic regions, we remain open todiveopportunities in other areas.

We carry out operations both directly and throughtipipation in ventures with larger and more eksaled oil and gas companies to whornr
have farmed out a project. We currently have orimrelved in projects in the Kyrgyz Republic, AlbanTajikistan, Mongolia and Chile. T
following is a brief description of each of our cemt projects:

Kyrgyz Republic:

We participate in our oil and gas exploration pcoja the Kyrgyz Republic through a venture witm&e International Holdings PTY Limit
and a Kyrgyz government entity. This venture hae fxploration licenses that cover a total areapgroximately 569,578 acres (or 2,
square kilometers).

CJSC South Petroleum Company

We do not own the five exploration licenses in kyegyz Republic nor do we carry out the oil and gaploration projects covered by th
licenses. Rather, we participate in these projictaigh our 25% interest in CIJSC South Petroleumm@@my (“South Petroleum”§ joint stocl
company formed in the Kyrgyz Republic on April B02. At inception, DWM Petroleum, our wholywned subsidiary, owned 90% of Sc
Petroleum. The Kyrgyz government, through its ofilegaentity Kyrgyzneftegas JSC, owned the other 18%ter adjusting for the farnm
agreement and share purchase agreement descrilogd e currently own 25% of South Petroleum (dtitough DWM Petroleum), San
International owns 70% and Kyrgyzneftgaz owns 5%.

Farm-In Agreement




On October 4, 2006, we agreed to sell 70% of S&edtroleum to Santos International Operations PTY. [(tSantos International”)ar
Australian subsidiary of Santos Limited. Santos itéah is listed on the Australian Securities Excleagd is one of Australialargest onsho
gas producers. We sold the 70% interest in Souttoleeam and wrote off $905,939 in debt owed to ysSbuth Petroleum in exchange fol
an upfront cash payment of $4 million, (ii) Santoternationals agreement to fund and carry out the petroleumoexipon and apprais
activities detailed in a two-phase work programspant to a farnin agreement dated October 4, 2006. Santos Intenahthad the right
withdraw from the farm-in agreement within 60 dajter completion of Phase 1 of the work program.

Santos International is also responsible for gdradaninistration and office overhead costs incurbgdit during the course of the wao
estimated at an additional $1,000,000 per year.fatmain agreement was amended by a letter agreemerd daigust 19, 2008, pursuant
which Santos International and we agreed to acmteldhe commencement of Phase 2 of the work praogndrich was rescheduled to be
October 1, 2008. Prior to this amendment, Santesriational could only begin Phase 2 after the detigm of Phase 1.

By deciding to proceed with Phase 2, Santos Intemmal was required to issue to the former shaedrsl of DWM Petroleum such numbe
ordinary shares of Santos Limited as is determimedividing the Australian dollar amount which iguévalent of US$1,000,000 on Novem
13, 2006 by the volume weighted average price difhary shares of Santos Limited sold on AustraBacurities Exchange for the 5 day pe
immediately preceding November 13, 2006. On Noverdde 2008 it was agreed that this obligation wdagdpaid in cash. The overall cos
the proposed work program is $53.5 million, comsgsbf $11.5 million for Phase 1 and $42 million féhase 2.

Phase 1 Work Progral

Santos International had until October 4, 2009amplete the Phase 1 Work Program. Under the Ph&8erk Program, Santos Internatio
must:

e undertake geological studies (at an estimated elifura of $500,000);

e subject to the availability and quality of originddta, reprocess up to 5,000 kilometers of 2D deigat an estimated expenditure
$1,000,000); and

e at its election, acquire and process either: PQ,kilometers of 2D seismic; or (ii) a combinatioh2D seismic and 3D seismic,
total cost of which would be equivalent to the tatast of acquiring and processing 1,000 kilometdr&D seismic, up to a maximt
expenditure of $10,000,000 (with Santos Internaidraving the right to deduct those seismic actjaisiand processing costs ab
$10,000,000 from the maximum expenditure caps).

The Phase 1 (option (i)) of the work program wascssgsfully completed on December 1, 2008.

Phase 2 Work Progral

On December 2, 2008, Santos International enteted@hase 2 of the work program. Under Phase 2pSamernational is to:
o drill three exploration wells in the license areaatmaximum expenditure of $7,000,000 per well; and
e drill three appraisal wells in the license area tmaximum expenditure of $7,000,000 per well.

In the event Santos International spends in exaE$42million on the exploration and appraisal welWe will be obligated to pay 30% of
excess expenditure which would be subtracted frotaré dividend payments out of future revenuesthim event that there are no ful
revenues Manas has no future obligation to fundh ®xpenditures. Santos International is requiredotasult with us, and endeavor to re
agreement with us, on the location of each of thveslés but if Santos International and we cannataghen Santos International will have
right to determine the location. Santos Internatlaagreed to use its best efforts to begin drilling first of these exploration wells as soo
practicable after the commencement of the Phaser& Weriod (and in any event
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by no later than twelve months after that commera#jnand commence the drilling of the second espion well in the Phase 2 Wc
Program by not later than twelve months followihg tompletion of the drilling of the first exploi@t well. There is no penalty if San
International does not meet this scheduled timé&talvithin 60 days of the completion of the dridlirof the second exploration well, Sar
International may withdraw from the farm-in agreem&ithout any additional penalty.

In connection with the farm-in agreement, we ertten¢o a majority shareholderagreement on November 13, 2006 with Santos Intierme
governing our respective holdings in South Petmoléliat will remain in effect until Santos Intermatal withdraws from the farrim agreemet
pursuant to its terms or ceases to be a sharehaol@auth Petroleum.

Seismic operations began on September 30, 200 iwéstern part of Batken oblast. By the end ofygaa 2007, 89.4 km had been acquire
the Tuzluk license. Towards the end of the yeavere winter weather had begun to hamper operatibhis severe weather contint
throughout January and into February and had aautied impact on seismic operations. By March 2008ather conditions had improved
a total of 64.3 km was acquired in March in Souttréleum acreage compared to 30.3km in Januarir(ij.@nd February (22.5km) combin
Seismic acquisition in the Tuzluk license contintleeughout April, May, and June and was compléteeards the end of the second qu
2008 with a total of 315.4 km having been acquirethe Tuzluk license (not including a 1.1km tést). Following completion of operatic
in the Tuzluk licence in June 2008, the seismievameoved to the Nanai licence on the northern maofithe Fergana Basin on the border
Uzbekistan. The seismic crew began operations pnl8) 2008 and during the third quarter record®d.2 km of seismic data. Line numk
recorded were 7, 4, 11, 10, 12, 3, and 2. Seispecations in the Nanai were completed by the erdatbber 2008.

No health, safety & environmental inciden“*HSE”") were recorded during the quarter although Uzbekldroguards detained two Kyrc
Gedfisica staff in a disputed border area on J@ly2D08. They were released unharmed. Since that tSouth Petroleum has been wor
closely with the Kyrgyz border guards to ensurdurther such incidents occur. Land access proceettbdut incident.

The following activities have progressed:

1. Preliminary interpretation of the new seismic dada been initiated in the Adelaide offi

2. In addition to the seismic program several inities have been undertaken in relation to the seipnoigram. These include d
exchange agreements with neighboring licenses langrovision of funds to Saratovneftegeofizika (SN&eismic contractor
for crew upgrades

3. The project team in Adelaide has been primarilyagregl in technical review work to define prospects lzads

4. Consolidation of the database has been undertaktim data acquired in Bishkek transferred to theadase in Adelaid
Reprocessing and scanning of Soviet era seismécatat digitizing of well logs have continue

5. The office in Bishkek has been involved in genedfdice administration and management, building tieteships with industr
and government and resolving various local taxassnes

Seismic operations were initiated in the Tuzlukaama September 30, 2007 and completed on Juned@8, Zhe seismic crew base was loc
in the village of Arka, near the Tajikistan bord&he crew was engaged in acquiring seismic ovelSthlekta (Textonic) and Tuzluk (Soi
Petroleum) licenses and in Somon Oil acreage atinessorder in Tajikistan.

Initial parameter testing was carried out and thiegsequent parameters adapted were agreed to camcegp USD/km rate of $6,970/km (V:
not included).

During the months of January, February and Mardd82®4.6km of seismic data was acquired on seisimés 18, 10, 11, 12, 13, 14, 15,
and19. Field stacks indicated moderate data qualitying April, May and June,
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131.6kms of seismic were acquired in the Tuzluérge on lines 2, 4, 5, 6, 7, 18, 19, 20, 21, 2222326, 32 and 33. Full processing trials
underway with some encouraging results.

Operations were also conducted; starting in lateeder 2007, across the border into Tajikistanhenfirst of a number of seismic li
extensions with the aim of obtaining long receigfiset data to improve imagery of the Tuzluk subgiifeads. Such data will be availabl
South Petroleum through a trade agreement with 8ddib A total of 123km was acquired in the SomahBEock by the end of June.

No safety incidents were recorded. Land accesspaed smoothly without incidel

Planning for drilling is ongoing with the appointnteof a Drilling Manager, Alistair Chomley to the®8 Bishkek Office. A Drilling HS
Manager has also been appointed to the South Betnobffice together with support staff.

Work has been underway to assess rig availabitifyastructure, import and transport routes, imgmicedures, national and local plann
and contractual requirements and preliminary locaéind access scouting for the drilling of up tarfdeep wells in 2009.

Long lead items acquired for the deep drilling peog are currently under storage in Indonesia. Risiocns are also underway with Caspiar
and Gas for a shallow drilling program of42wells in the Soh and Tuzluk licenses. Caspiart uske their 850HP rig in this operati
Discussions are underway between South PetrolenehCaspian/Sherik to ensure the rig is operatignmatdy for the planned program.

The likely commencement of a deep drilling prograith not occur until the third quarter of 2009. Corancement of a shallow program r
occur during the second quarter of 2009.

A team from Santos Adelaide has been responsiblefegrating the new data into prior data sets g&derating new prospects and lead
future drilling. The following summarizes the warlrried out;

Database
. On-going database assembly wi
o] Digitization of well wire line log dat
o] Rectification of scanned ma
o] Field GPS quality control of well head locationsidaincorporation into Santos mapping and seismierjmetatio
packages continued (DBMap and Geofra
o] Capture of relevant information from Soy-era report:
o] Wireline log and seismic data loaded into Geofranaster interpretation proje
o] Formation tops data continued to be assembled alkddaded into Geoframe interpretation pack
. Seismic Reprocessing, Scanning & Acquisil
o] Seismic reprocessing project is compls
o] Scanning seismic project by SNG is comple
o] All original hardcopy seismic was scanned in Augréy contractor New Wave to provide a furtherad&t, which i
being utilized as a final quality check against teprocessed and SNG scanning. This data set wasl fm be mot
workable and has been used for current map)
o] Geophysical interpretation of digital seismic isgeeding
. Seismic Interpretation & Mappir
o] Seismic interpretation and mapping continued irhedche Tuzluk, Soh, West Soh, and Nanai perr
o} Mapping has been incorporated into plans for pregosew seismic acquisition, with minor adjustmdigg made to tt

location of lines in the 2D acquisition gr

Geological & Geophysical work

e Rock sample petrography and geochemistry repontgplaied.



¢ Integration of well velocity data and wireline Idgta into seismic interpretation project.
e Geological well to well correlations.
e Thermal history modeling.

The following is a summary of the Bishkek Officdiaities:

e Presentations have been made to the State AgenGeology (New Director) outlining the progress maderelation to seism
acquisition.

e Discussions with the State Agency and others coimogithe new Sub Soil laws and the proposed imiposiif license fees continu
and representations made through the IBC (InteynatiBusiness Council). These discussions are aggdithe present time.

e General license administration and reporting cartthduring the quarter and half yearly reports vpeepared.
e Digitizing of electric logs and maps continued dgrthe period.

e Continued to build in-country relationships witldustry and government.

e The Jalalabad office provided support to the saidiald operations and to drilling planning.

Share Purchase Agreement

On December 7, 2006, we entered into an agreemiéimtdyrgyzneftgaz JSC to purchase half of its 10%eliest in South Petroleum for K
10,005,000, which at that time represented appratém $241,375. At title transfer on January 25020we paid KGS 2,005,0
(approximately $48,372 at the exchange rate attimaf); on June 6, 2007, we paid an additional KIZ®0,000 (approximately $96,800 at
exchange rate at that time); and on December 7 2@0paid an additional KGS 4,000,000 (approxinya$dl09,560 at the exchange rate at
time). After the sale to Santos International d¥/through the farnin agreement and the completion of the share pseciram Kyrgyzneftge
JSC, we own 25% of South Petroleum, Santos Intemetowns 70% and Kyrgyzneftgaz JSC owns the reimgi5%.

Licenses

South Petroleum has five exploration licenses titater a total area of approximately 569,578 acoes2(305 square kilometers). Th
exploration licenses are located adjacent to dsteddl oil and gas producing areas, although theeotly producing areas are specific
excluded from the exploration licenses. The licenige in the Fergana Basin which is an intermonthasin, the greater part of which

mainly in the eastern part of Uzbekistan. Altho&guth Petroleum has no known reserves on landsed\sy these licenses, there is a

history of petroleum production from the basin &théng back to the start of the last century atarge number of fields in the basin have t
developed, including several that are on land @véry these licenses but that are excluded froidbese.

The Kyrgyz government granted South Petroleumisenkes between April 2004 and August 2006, fivevioich were subsequently renew
These five existing licenses are set to expire eetwDecember 2008 and April 2010 but are autonigtienewable for up to ten years onc
report has been submitted to the Kyrgyz governrdetiling the progress of a work program and oheeatssociated minimum expenditt
have been made. Upon the discovery of reservesritagtbe commercially exploited, licenses can bdusieely converted into exploitatis
licenses. Exploitation licenses are granted fory@@rs with the subsequent extensions dependinfendpletion of the resource. There

yearly fee payable to the government of approxitye@50 per license and a minimum annual work peiogrof $50 per square kilome
(approximately $115,250 per year for the land cetidry the licenses). All taxes and work commitmemtghe five licenses are current. Tt
is a 3% royalty and a corporate tax of 10% payabléhe Kyrgyz government on revenue from producfimm the areas covered by th
licenses. The table below summarizes the liceritkeanap below sets out their locations and a loiestription of each active license follows.
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Current Expiry

License Area (km2) Date of Award Date Renewed Date
Nanai 999 July 9, 2004 February 5, 2009 Januarp@83
Soh 631 April 29, 2004 April 29, 2006 April 29, 201
West Soh 160 April 29, 2004 April 29, 2006 April,ZD10
Tuzluk 474 April 29, 2004 April 29, 2006 April 22010
Naushkent 41 April 29, 2004 February 5, 2009 Janagr 2013
Arkyt 848 August 23, 2005 n/a August 23, 2007

South Petroleum decided to not renew the Arkytigge and as a result, it expired on August 24, 28@¢ording to the Consortium and
partners, the risk-reward associated in explotiregArkyt license is less attractive to the parie®lved.

LEGEND

Nanai Exploration Licens

The Nanai exploration license is located in thethrenn zone of the Fergana Basin bordering Uzbekisighe south. We have identified tr
structures in this zone called Alabuka 1, 2 an@/8.believe that the target structures are situismtedfootwall of a large shallowipping thrus
bringing the Paleozoic rocks on the top of thedertand quaternary sequence. The seismic datatoersésts of seven dip and four strike li
although only the ends of three of these lines cawwy part of the structures. Therefore the stmattdefinition relies heavily on the use
analogies to proven structures mapped in Uzbekistahe south. The current mapping covers only @xiprately 10% of the available ar
and there is a possibility that similar structunegy exist elsewhere within the license. As a resudt cannot currently quantify the potentie
this license. Between 1993 and 1996 Kyrgyzneftgdlled a well (Alabukal) on the license. Kyrgyzneftgaz aimed this welbathallowe
target in the upper thrust sheet and did not pateetnto the lower thrust sheet. This well encorettdn excess of 1,000 meters of Palec
rocks thrust over Paleocene to Pliocene rocks ameep the presence of tertiary reservoir rocks amthe Paleozoic rocks in the hanging
of the thrust. We have no known reserves on tbenke.

Naushkent Exploration Licen:

The Naushkent exploration license is located inrtbgthern zone of the Fergana Basin bordering Uskakto the south. Currently, there is
seismic or well data in this license. The only &lge data is from an old Soviet map
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showing a closed structure. Seismic exploratiordgiired to get volumetric characteristics for streicture shown on the Soviet map. We |
no known reserves on this license.

Soh and West Soh Exploration Licenses

The Soh and West Soh exploration licenses aredddatthe southern zone of the Fergana Basin biaglélzbekistan to the north. We hi
identified two deep lower thrust sheet structuraited Burdalyk and Kyzyl Kurgan as well as a numbkother structures, including undrill
fourway dip closures at the upper thrust sheetl Iatran, Kan) and a shallow structure with a egdsprovided by a tar mat (West Cha
There are several producing oil and gas fieldsiwithe region that are excluded from the exploraticense.

The seismic database consists of eleven dip andstdie lines. Of these lines only seven are rtévo the Kyzyl Kurgan structure and n
relate to the Burdalyk structure. Data from the tN@&oh field indicates that in this area the Olgyoe and Eocene pay beds are predomir
oil prone and that the Cretaceous pay beds ar@miedntly gas prone. We have no known reserves@setlicenses.

Tuzluk Exploration License

The Tuzluk exploration license is located in thethern zone of the Fergana Basin bordering Tagikigb the north. There are a numbe
established oilfields in this area (Beshk&ogap, Tashravat, Tamchi, Karagachi) that have yred from the upper thrust sheet. These 1
are excluded from the exploration license. Morenigicant for the exploration potential is the Notarakchikum field which straddles f
Tajikistan/Kyrgyz Republic border and is analogéushe South and West Tuzluk prospects. Five sirastcalled Selkan, Arka, West Tuz|
South Tuzluk and the Tashravat Monocline have bdentified. The seismic database is relatively dabyit rather uneven in coverage. |
deep stratigraphic wells were drilled at a deptlowar four kilometers by the Soviets in the areshef Tuzluk structures. The wells interse
thrust faults and proved the structural conceptoTok them intersected oilrater contact at the South Tuzluk structure. Weehiaw knowi
reserves on this license.

Albania

On December 26, 2007, two production sharing cotgraith the Albanian government in Tirana becafffiecdve. These agreements comp
four blocks that cover approximately 766,000 admesapproximately 3,100 square kilometers). Theton of these blocks, Blocks A, B,
and E, is set out in the map below.




The rights to explore the blocks covered by theeagrent were previously held by Royal Dutch Shell(Bhell”) and Coparex Internatior
S.A. (acquired by Lundin Petroleum AB on Septentti&r2002; “Coparex”)Shell and Coparex worked independently of one ardththei
initial discovery of the overall undehrust structure creating data sets at an aggregateof approximately $25 million. According toett
studies, the four blocks hold a large deep urlderst structure. Numerous oil seeps have beenddaahere the reservoir rock outcrops alo
significant portion of the eastern side of the kkc

As Shell and Coparex worked independently of ormtheer in their initial discovery of the overall wrehrust structure, we believe that tl
did not benefit from each other’s seismic acquositbr understanding of the area’s geology. We amghining the two companies2$ million
data sets for the first time and we hope to refiree Shell/Coparex models while greatly increasimg dccuracy of the original estimates.
have recruited a team of geologists and administrattaff and work is underway to refine the oraighell/Coparex structural model with
assistance of Professor Selami Meco (paleontoldgyersity of Tirana) and Agim Mesonjsi, an Albamibased structural geologist. Work
date using the Shell/Coparex data set by our Atbamploration team has outlined a series of largspgects within the blocks. Following «
conclusion of this study, we intend to hire an ex&¢independent engineering consultant to evalilteesults.

The production sharing agreements covering thekbl@et out minimum work and expenditure requiresdat three phases that we n
comply with in order to maintain the exploratioghris for the different blocks. Failure to complytiwthe work and financial requirement:
any one phase means that the exploration periddtevihinate and we would not be able to enter tiieerophases for the applicable blo
Although one production sharing contract covers blarks and the other covers the other two, thgnarms for each set of blocks are mc
identical. Under the original agreements, compfetif the three phases will take between seven @id gears at a minimum expenditure
$15,620,000 for each of the two agreements.

We have initialized a PSC for Blocks 2 and 3 inakita. The blocks cover approximately 850,000 afwesapproximately 3,400 km2). T
Albanian government was represented by Mr. GenctRelMinister of Economy, Trade and Energy and &aRetroleum & DWM Petrolet
by Chairman Heinz J. Scholz. Formal ratificatiortted PSC by Albania's council of ministers is expddn the near future.

Blocks 2 and 3 were explored by Occidental Petraleund the Albanian National Petroleum Company "&tbpl" before. In December 20!
Occidental Petroleum's Shpiragu-1 well (Block 2)sveeclared an oil discovery (TD= 5333 Meters; 17&88). Shpiragu: demonstrated tl
presence of Light 37-40 API gravity oil with 2.3%lfsir at average rate 401200 bpd oil and associated gas with minor CO2 ld28 witr
GOR between 2000-5000scf/bbl from the EocEmnetaceous carbonate subthrust sheet. The flow redee achieved despite severe rese
damage due to drilling mud invasion into the foriorat

As the existence of oil is proven, we intend apgirg the Shpiragu reservoir by drilling an appravgall in Phase 1. Blocks 2 and 3 require
further seismic acquisition, however, existing higiolution 2D seismic data suggests significatemdal for additional structures which hi
been mapped by our Albanian project team.

Geologists and Geophysicists of our team in Albaveae preparing a seismic program for 400 km &f Brear seismic for Blocks A, B, D a
E. The seismic lines have been defined and mapheenvironmental study was performed, presentedagioved for the seismic progr
from local authorities and from the Ministry of Ewony, Trade and Energy. External seismic crews heakzed field trips to blocks A, B,
and E and prepared offers for the tender. A confaahis project has been signed. The GIlI comrednwith the first part of the program ¢
realized by the end of December 31, 2008, 189 k&rdfseismic. A revised technical study including ese estimates and an economic s
was made by an independent consultant.

The reprocessing of selected lines (800 km) froevipus seismic explorations was finished. The digit data are transferred into moc
scripts and are loaded on the geological softwatheteam. A number of field trips were made tdimjze the construction of roads for
drilling trucks. Different technical options andrpmeters for performing the seismic were evaluated.

Phase 1 Minimum Work and Financial Progr:
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We have until December 26, 2010 to complete thairements in Phase 1. After Phase 1, we have thienogither to continue pursuing ot
relinquish the exploration rights. The Phase 1 Mimn Work and Financial Program requires the foltayvi

¢ the undertaking of a minimum of $400,000 in geatagand geophysical studies;

e the re-processing of at least 200 kilometers afrsi@ data at a minimum cost of $120,000; and

e the acquisition and processing of either 300 kiltareof 2D seismic at a minimum cost of $2,500,00€he drilling of an exploratic
well to a depth of at least 3,000 meters at a mininecost of $6,000,000.

Phase 2 Minimum Work and Financial Progri

We have two years from the completion of Phase dotoplete Phase 2. We may extend this phase additicmal cost for another year. 1
Phase 2 Minimum Work and Financial Program requhegollowing:

e the undertaking of a minimum of $300,000 in geatagand geophysical studies; and
e the drilling of an exploration well to a depth dfl@ast 3,000 meters at a minimum cost of $6,00D,00

Phase 3 Minimum Work and Financial Progr:

We have two years from the completion of Phase @tinplete the requirements in Phase 3. We may @xtes phase at no additional cost
another one year, less any time by which we extéid@se 2. The Phase 3 Minimum Work and Financagrgm requires the following:

e the undertaking of a minimum of $300,000 in geatagand geophysical studies; and
e the drilling of an exploration well to a depth dfl@ast 3,000 meters at a minimum cost of $6,00D,00

There are no known reserves on the propertiesiaih. We have started with the Phase 1 work pnogna December 26, 2007 and this
last for three years.

Tajikistan

On July 25, 2007, the Tajikistan government awargi@dsubsidiary, CISC Somon Oil Company (“Somori)Q#n exploration license in t
Fergana Basin covering approximately 303,198 adapproximately 1,227 square kilometers). In additiove anticipate the Tajikist
government granting Somon Oil a North Tajik licemse¢he near future. The license expires in OctdtiEr4. Somon Oil was formed on J
28, 2005, and we hold a 90% interest in Somon @ilerMAnavak LLC holds the remaining 10%.

This license, the West (Novobod-Obchai-Kalacharige, contains a number of under-thrust leads ergpects including the KhodpBakirgar
which is several kilometres north of South PetroieiSouth Tuzluk prospect in the Kyrgyz Republic. WHest license is also adjacent to
Niyazbek, North Karachikum oil field which is in jlidstan. We have no rights to production or regsreontained in oil fields which alree
exist on the Novobod-Obch#ialacha license. Approximately 60% of the blockhe license is covered by former Soviet era seigtata. Ou
targeted leads and prospects are found withinahés and the geological and structural setting agpt be similar to South Petrolelsm’
Tuzluk block. Seven prospects of a size similaortdarger than South PetroleusnSouth Tuzluk prospect have been seismically ifiethtor
the license. First seismic acquisition have been dhring 2008.

We entered into an option agreement with Sant@srnational on December 10, 2007. Under the optigzaeament, Santos International will |
an amount equivalent to the seismic acquisitioriscimsthe Tajik area (approximately $1.3 million)donsideration for an option to farim-+ta
Somon Oil's prospecting licenses. In connectiorhtlite seismic program, Santos International hagd€dr$625,261, representing the -
portion of the option premium. If Santos Internatibfunds the balance of the seismic acquisitisstcand exercises its option to enter ir
farm4n agreement, it would acquire a 70% interest im8&o Oil from us in exchange for certain future engiture commitments for t
exploration and development of the licenses. Thesemitments will be set out over three phases aifidnglude costs associated with

acquisition of additional 2D seismic (Phase 1),dfilting of a
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number of exploration wells (Phase 2) and furthgraisal drilling (Phase 3). Santos Internationalrelect to withdraw at the completior
Phase 2. Currently, there is no specific date bichwBantos International must exercise the optizuring 2008, Santos International pal
second portion of the option premium in the amafr#558,696.

In connection with the option agreement, SomonHag entered into a seismic agreement with Saraftegesfizika (“SNG”)under whicl
SNG is to carry out approximately 110 kilometer2bf seismic acquisition in Tajikistan. This agreetenderlies the option agreement ar
designed to meet a condition set by the Tajik aitihe, whereby once work has commenced in the \liesice, an additional licence area,
North Tajik license, may be granted to Somon

Since January 1, 2008, the following developmeatsttaken place in connection with Somon Oil’s afiens in Tajikistan:

Starting in late December 2008, operations achossorder into Tajikistan were conducted on th&t fiaf @ number of seismic line extensi
with the aim of obtaining long receiver offset dataimprove imagery of the Tuzluk subthrust leaBach data will be available to So
Petroleum through a trade agreement with Somon Oil.

The performance of the seismic operation has ingmdm March following the improvement in weathedahe introduction of a drilling tee
from SNG Tajikistan. Every effort has been madentprove crew efficiency, with an objective of lift§ production rates to an averag
4km/day target. In the second quarter of 2008tal tf 107.88km of 2D seismic were acquired. A tatfal23km were acquired in the Son
Oil Block by the end of June.

No safety incidents were recorded. Land accesepdrd smoothly without incidel
There are no known reserves on this property.
Chile

On August 10, 2007, we created a consortium withefrendent Petroleum Resources, a Texas compary,ewiioration and producti
operations in North America, North Africa, the MiddEast, and Southwest Asia. A joint operating aegrent signed on April 16, 20
formalized the governance of the consortium anddgal entity that will carry out its operations.

On November 21, 2007, the consortium was awardicense to explore and exploit the onshore Tramghibck by Empresa Nacional |
Petroleochile. The contract was ratified by the CouncilMinisters in July 2008. The block, the largest amahe 10 exploration bloc
offered (6,760 square kilometers) is situated & Muagallanes Basin in the southern part of Chilig) Wigh exploration potential acreage v
fields and infrastructure nearby. We incorporatezhles Energia Limitada, a Chilean company, to Hudditense.

The contract establishes three exploration peridddisree, two and two years, respectively, andaapction period of 25 years. We believe
the minimum exploration commitment by the consantitn Phase | will be approximately $14,360,000wbfch we and Independent Petrole
Resources will each be responsible for half. Inddpeat Petroleum Resources is currently the designaperator for the block. We anticig
that the total minimum outlay for the exploratioroject in Chile will be $33,260,000. The obligationnderthe contract are substantially
follows:

Phase 1, the first exploration phase (three yeeos)ksists of a minimum work and financial prograin o

e shooting 370 square kilometers of 2D seismic atramum cost of US$2,960,000,
e shooting 160 square kilometers of 3D seismic atramum cost of US$3,600,000 and
e drilling six exploration wells at a total minimunost of US$7,800,000.

Phase 2, the second exploration phase (two yeans3jsts of a minimum work and financial program of
e shooting 370 square kilometers of 2D seismic,
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e shooting 220 square kilometers of 3D seismic and
e drilling four exploration wells at a total minimueost of US$10,200,000.

Phase 3, the third exploration phase (two yeaes)sists of a minimum work and financial program of:

e shooting 150 square kilometers of 2D seismic atramum cost of US$8,700,000,
e shooting 150 square kilometers of 3D seismic and
e drilling four wells.

On April 29, 2008, Independent Petroleum Resouareswe entered into a farm-out agreement with GéoRaldings Ltd. (“GeoPark™anc
Pluspetrol S.A. (“Pluspetrol”)GeoPark is a publicly traded Bermuda company (isres trade on the AIM market of the London S
Exchange) with extensive oil and gas holdings iileChvhile Pluspetrol is a privately owned oil agds exploration company headquartere
Argentina with oil and gas interests in ArgentiR&ru, Bolivia and Chile. Pursuant to the agreenlaedgpendent Petroleum Resources an
will each hold 20% of the project and Geopark ahgpetrol will each hold 30%. An application foretkransfer of the shares to the mini
was made after the first operations meeting with@hmilean ministry on August 26, 2008. If approveeopark will take over as operator fr
Independent Petroleum Resources. Geopark is ali@gaehator for another petroleum block located @ Meagallanes basin.

A joint operating contract has been negotiated betWiPR, Pluspetrol, Geopark and us, under whietofieratorship will be transferred fr
IPR to Geopark, who is already operating a blocth&n Magellars basin. Geopark presented first operational diets/io IPR, Pluspetrol a
Manas including a preliminary project plan for plads results of scouting with a seismic crew anolagical interpretation of the prospe
Geopark has performed a number of field trips. Gelopnade a tender for the 2D and 3D seismic adeqnisproject. One of the first activiti
of Geopark after the operatorship will be officyattansferred will be reprocessing and reinterpi@baof existing 1,428 km 2D seismic ¢
evaluation of the existing wells to determine fetdrilling prospects and possible production oppdgties in 2009.

Under the farnput agreement we are carried for 8.6% and havertd fhe remaining 11.4% of the capital expenditai@ing the first phase
work. We are responsible to finance our 20% shfedl capital expenditures exceeding the 14,360{0Be first phase.

Geopark presented first operational activitiesrtdependent Petroleum Resources, Pluspetrol andcligling a preliminary project plan -
phase 1 results of scouting with a seismic crewgealogical interpretation of the prospects.

We anticipate that one of the first activities cfdpark after the operatorship is officially tramsée will be reprocessing and reinterpretatio
existing 1,428 kilometer 2D seismic and evaluat@inthe existing wells to determine future drillimrospects and possible produc
opportunities in 2009.

There are no known reserves on this property.
Mongolia

On September 6, 2007, we entered into a Memorarafudnderstanding with Shunkhali Energy, a Mongol@mmpany, pursuant to which
have the right to purchase a 90% interest in ShalhEmergy. Shunkhali Energy won a bidding rounddetroleum exploration in Mongolia 1
Block XXIII. This Memorandum of Understanding istritinding and depends on the occurrence of ceeaémts. As a result, we may not
able to obtain or may decide not to obtain this 968rest in Shunkhali Energy.

We have also won the tender for Block Xl and BdodV. Both Blocks were ratified in December 2008.

We had discussions with members of the Mongolianistry regarding a tender of several blocks in 8wmth East of Mongolia. As t
Mongolian ministry made no decision regarding al@nwe have not conducted any geological or gesipalywork.
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Since August 1, 2008, the following developmentgehimken place in connection with our operationslangolia:

Manas geologists supported by experts from thea@dl the University of Novosibirsk have completeldighly successful Phase 1 field w
program defining structural trends with potentiatrpleum accumulations. Based on these resultpendous data the company is curre
designing a seismic acquisition program. We furivapared the set up of the infrastructure for sebaffice in Ulaan Bator, the capital
Mongolia. It is planned, that the office will al§onction as a base camp for geological expeditieitein our blocks in Mongolia. Manas’
geologists performed several geological field trphin our Blocks 13 and 14.

There are no known reserves on this property.
Competition

The oil and gas industry is intensely competitMée compete with numerous individuals and companieduding many major oil and g
companies that have substantially greater technfoancial and operational resources and staff. &mpete with these individuals ¢
companies for desirable oil and gas leases, exfarand exploitation licenses, suitable propertgdrilling operations and necessary drill
equipment, as well as for access to funds.

We believe several factors that differentiate wsnfrour competitors include our extensive persoealvark among public officials and privi
employees in the oil and gas industry in the Commreaith of Independent States and the Balkan casjtan ability to increase value thro
exploration of known structures and our commanthoflern geological knowledge and new concepts impfeed to existing seismic and v
data bases.

Need for Government Approy

Our business depends on the approval of differemeignments for various matters, including for thang of exploration and exploitation rig
for oil and gas projects. We have an interest iremature that has licenses from the Kyrgyzstan gowent for the exploration and poss
exploitation on land covering approximately 3,158% we have entered into Production Sharing Cotgraith an agency of the Albani
government for the exploration and possible exatmh of land covering approximately 3,100 km2 aralhave licenses from the governn
of Tajikistan for the exploration of approximatdly227 km2 of land.

Regulation

Our industry is affected by numerous laws and r&garis, including discharge permits for drillingesgtions, drilling and abandonment bo
reports concerning operations, the spacing of wpb®ling of properties, taxation other laws andutations relating generally to the ene
industry. These laws and regulations vary accortbnghere each project is located. Changes in atlyese laws and regulations or the de
or vacating of permits and licenses could have ez adverse effect on our business.

Our operations are in, and our focus will contitmide on, operations in emerging markets. Generalfyal structures, codes and regulatior
emerging markets are not as well defined as theybean more developed markets and they are therefiore likely to change rapidly. In vi
of the many uncertainties with respect to curremt future laws and regulations, including their laggbility to us, we cannot predict the ove
effect of such laws and regulations on our futyserations.

We believe that our operations currently complglirmaterial respects with applicable laws and l&iipns. There are no pending or threatt
enforcement actions related to any such laws aulagigns. We believe that the existence and enfoerg of such laws and regulations
have no more restrictive an effect on our operatttian on other similar companies in the energysig.

Environmental Matter

We and the projects that we have invested in abjestto national and local environmental laws aadulations relating to water, ¢
hazardous substances and wastes, and threateaedasrgered species that restrict or limit
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our business activities for purposes of protectingnan health and the environment. Compliance waghmultitude of regulations issued by
appropriate administrative agencies can be buradeesmnd costly. We believe that our operations atigreeomply in all material respects w
applicable national and local environmental lawd eegulations.

Research and Developme

Our business plan is focused on a strategy to niagitme longterm exploration and development of our oil and gegects. To date, tl
execution of our business plan has largely focusedcquiring prospective oil and gas licenses agbtiating production sharing agreeme
When this stage nears completion, we intend totlhiseesults obtained from this dedicated researabstablish a going forward explorat
drilling and development plan. Recently, we havgureexploration operations in connection with ollsahian project.

Employee:

We have 20 full time employees, including our Dioes. Of our 20 employees, five are located in 3sviand and the rest are locatel
Albania, Canada, Chile and Central Asia. Althoughdwo not expect to increase our number of emplogeesthe next twelve months, we
not currently able to predict if new employees Wil employed in the coming twelve months. We outsmaontract employment as needed
will continue to do so.

Material Changes in our Busine

We have not been in any bankruptcy, receivershigirailar proceedings since incorporation. Prioots acquisition of DWM Petroleum a
excluding our purchase of Masterlist, Inc., we et had any material reclassification, merger, obdation, or purchase or sale o
significant amount of assets not in the ordinanyrse of business.

ITEM 1A. RISK FACTORS
General Statement about Risks

An investment in our common stock involves a numbgwvery significant risks. You should carefully rider the following risks ai
uncertainties in addition to other information lristannual report on Form X04in evaluating our company and our business bgborehasin
shares of our common stock. Our business, operatisigts and financial condition could be seriodsdymed as a result of the occurrenc
any of the following risks. You could lose all carp of your investment due to any of these risks.

Risks Related to our Company

A significant portion of our operations are throughr interests in ventures (fa-outs) that we do not control, and as a result, vay mot b
able to materially affect the success of that veagtuoperations.

We are participating in an oil and gas explorapooject in Kyrgyzstan through our 25% interest outh Petroleum. Santos Limited (“Santps”
an Australian public company that is one of Augtrfallargest onshore gas producers, holds 70% offSBetroleum through a wholtywnec
subsidiary and Kyrgyzneftegas JSC, an operatingyebelonging to the Kyrgyz government, holds thremaining 5%. Under a Farin-
Agreement that we entered into with Santos, Samassthe responsibility to carry out certain expioraand development work in connect
with this project. While we will be consulted abdbe project and given reports on its status, rdesisions can be made solely by Sal
Additionally, if Santos completes various actsdisin the Farmn Agreement, we will be responsible for 30% of axpenditure in excess
$42 million that is related to the drilling of expation and appraisal wells on the licensed larslaAesult, the success of our business as v
our potential costs of business partially dependagtors that neither we nor our management canfda cannot assure you that Santos «
subsidiaries, affiliates, agents or managementmalke decisions concerning this project that amearable, profitable or in our best interest.
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Our partner Independent Petroleum Resources (“IRRY) we have farmed out our 30% interest each infthaquilo Block in Magallan:
Basin in Chile to Geopark and Pluspetrol, two |lagaérating oil and gas companies to reduce ouedtaR0%. Under the Far@ut Agreemer
that we entered into with Geopark and Pluspetral,are carried for 8.6% and have to fund the remgindil.4% of the capital expenditu
during the first phase of work. The total work coitment during the first phase is $14.4 million. \Afe responsible to finance our 20% s
of all capital expenditures exceeding this $14.4ioni. As a result, the success of our businesselkas our potential costs of business part
depend on factors that neither we nor our manageowetrol. We cannot assure you that Geopark aodpetrol or its subsidiaries, affiliat
agents or management will make decisions concethisgroject that are reasonable, profitable ayinbest interest.

There is a substantial doubt about our ability tmtinue as a going concern. If we cannot contirauegerate our business, you could lose
entire investment in our company.

We incurred a net loss of $30,296,106 for the ymated December 31, 2008. As at December 31, 200&ad an accumulated deficit
$44,204,915 We anticipate that we will continuéntcur substantial operating losses unless and wetibre able to sell or farm out additic
resource properties or identify oil and/or natgas reserves in a commercially exploitable quamtityone or more of our properties and b
production. On December 31, 2008 we had unrestrictsh in the amount of $225,993. We estimate camtiny operating expenses to
approximately $320,000. We do not have sufficieaghcon hand to fund our monthly budget for the ri&imonths. As we cannot assu
lender that we will be able to successfully explamnel develop our oil and gas properties, we wishably find it difficult to raise debt financi
from traditional sources. We have traditionallysed our operating capital from the sale of equitg debt securities but there can be
assurance that we will continue to be able to do so

These circumstances raise substantial doubt ahouahility to continue as a going concern, as deedrin the explanatory paragraph to
independent auditorseport on our consolidated financial statementdtieryear ended December 31, 2008, which is indwdéh this annu:
report. Our consolidated financial statements daeftect any adjustments that might result if we anable to continue our business.

We have had negative cash flows from operationd,cam current resources are only sufficient to fund operations for three months. ¢
business operations may fail if our actual cashuiegments exceed our estimates and we are nottatabtain further financing.

We currently spend approximately $320,000 per mamttour operations. As of December 31, 2008, we shficient funds to continue ¢
operations for one month. On January 22, 2009 we wable to reduce our restricted cash in Mongatienf $4,000,000 to $2,000,000
accordance with the Mongolian authorities. As alltesve were able to freep cash in the amount of $746,752 at our own dedpeghout an'
restrictions or limitations to these funds aftee telease. Therefore, we have sufficient fundsottioue our operations for an additional
months. On April 3, 2009, we successfully negotiatew work programs for our exploration blocks AB&and D & E in Albania with tF
Albanian authorities (AKBN), which allows us to ezt the bank guarantee, held as restricted cagfuoaccounts on behalf of explorat
work in Albania, by $2,541,800. There are no furtfestrictions or limitations to these funds aftes release. Unless we raise additional fu
we will be unable to fund our operations with ourrent resources for the next twelve months.

Our company has had negative cash flows from ojp@sasince inception and we have not earned argnigas from operations, and due tc
length of time between the discovery of oil and geserves and their exploitation and developmeatda not anticipate earning revenues 1
operations in the near future. To date, we haveried significant expenses. As at December 31, 28@&ad cash on hand and restricted
of $8,177,777, of which a minimum of $3,951,784&d@nmitted to finance the first phase of our workgram in Albania and a minimum
$4,000,000 is committed to finance the first phaseur work program in Mongolia &l of which is therefore classified as restrictegh. W
cannot assure you that our actual cash requiremeéthtisot exceed our estimates, and in any casevilaequire additional financing to brir
our interests into commercial operation, financeking capital, meet our contractual minimum expémeis and pay for operating exper
and capital requirements until we achieve a pasitissh flow. Additional capital also may be reqdine the event we incur any signific
unanticipated expenses.
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We have historically depended upon capital infusiom the issuance of equity securities to provtteecash needed to fund our operations
we cannot assure you that we will be able to cometito do so. Our ability to continue in businesgetgls upon our continued ability to ob
significant financing from internal and externatiszes and the success of our exploration efforts.

In light of our operating history, we may not bdeato obtain additional equity or debt financing acceptable terms if and when we nee
Even if financing is available, it may not be aable on terms that are favorable to us or in sigfficamounts to satisfy our requirements.

If we require, but are unable to obtain, additiofiaancing in the future, we may be unable to impdait our business plan and our grc
strategies, respond to changing business or ecenmniditions, withstand adverse operating resatid,compete effectively. More importan
if we are unable to raise further financing whequieed, our continued operations may have to beedaown or even ceased and our abilit
generate revenues would be negatively affected.

Our lack of diversification increases the risk of iavestment in us, and our financial condition aedults of operations may deteriorate if
fail to diversify.

Our business focus is on the oil and gas industrg limited number of properties, primarily in thgrgyz Republic, Albania, Tajikista
Mongolia and Chile. We lack diversification, in ies of both the nature and geographic scope of osinbss. As a result, we will likely
impacted more acutely by factors affecting our stduor the regions in which we operate than weldid@wour business were more diversified.

We may not effectively manage the growth necessayecute our business plan.

Our business plan anticipates an increase in th&beu of our strategic partners, equipment supplimenufacturers, dealers, distributors
customers. This growth will place significant strain our current personnel, systems and resoWd¢esxpect that we will be required to |
qualified employees to help us manage our growfiecgfely. We believe that we will also be requitedimprove our management, techni
information and accounting systems, controls ammtgaures. We may not be able to maintain the gualibur operations, control our co:
continue complying with all applicable regulatioasd expand our internal management, technical imdition and accounting systems
support our desired growth. If we fail to manage anticipated growth effectively, our business coloé adversely affected.

We may be forced to liquidate one or more subsieadue to regulatory requirements which could haveaterial adverse effect on «
business and operations.

Substantially all our licenses and assets are owgenlr subsidiaries. These subsidiaries are forime@rious countries pursuant to local I
and regulation. In some cases, local regulatioidcasult in the forced liquidation of one or marethese subsidiary companies. If any of
subsidiaries is liquidated before we can trandfemssets, the licenses and assets held by it cewdlt to the respective government. If
happens, our business could be harmed.

Substantially all of our assets and all of our Qiters and Officers are outside the United Stateh) the result that it may be difficult 1
investors to enforce within the United States amlgjments obtained against us or any of our Directar Officers.

Substantially all of our assets are located outdideUnited States. In addition, all of our Dirastand Officers are nationals and/or resider
countries other than the United States, and al substantial portion of such persoassets are located outside the United States.rAsudt, i
may be difficult for investors to enforce withinettUnited States any judgments obtained againstr waio Officers or Directors, includi
judgments predicated upon the civil liability preigins of the securities laws of the United Statesny state thereof. Consequently, you me
effectively prevented from pursuing remedies agaimsm under U.S. federal securities laws.
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Our Articles of Incorporation exculpate our Offiseaind Directors from any liability to our companyaur shareholders.

Our Articles of Incorporation contain a provisiomiting the liability of our Officers and Directofer their acts or failures to act, except for
involving intentional misconduct, fraud or a knogiwiolation of law. This limitation on liability mareduce the likelihood of derivati
litigation against our Officers and Directors andyrdiscourage or deter our shareholders from saurgOfficers and Directors based u
breaches of their duties to our company.

A decline in the price of our common stock coufdcfour ability to raise further capital and oubidity to continue our normal operation

Our operations have been financed in large paoutyir the sale of equity securities, and we belibagthey will continue to be so financed
some time. A prolonged decline in the price of oammon stock could make it difficult for us to misapital through the sale of our eq
securities. Any reduction in our ability to raisguéy capital in the future would force us to reakte funds from other planned uses and ¢
have a significant negative effect on our busimass and operations, including our ability to depeand continue our current operations.

The loss of certain key management employees baukla material adverse effect on our business.

The nature of our business, to perform technicplaration and development depends, in large partpar ability to attract and maint:
qualified key personnel. Competition for such pars is intense, and we cannot assure you that ilWeevable to attract and retain them.
development now and in the future will depend am éfforts of key management figures, such as H8gtolz, the Chairman of our Boarc
Directors, Alexander Becker, Vicghairman and Executive Director, Michael J. Ve#leExecutive Director, Erik Herlyn, our Chief Exéige
Officer, and Yaroslav Bandurak, our Chief Techngl@jfficer. The loss of any of these key people ddwdve a material adverse effect on
business. We do not currently maintain key-manitigairance on any of our key employees.

Risks Associated with our Business
We have not discovered any oil and gas reservesyancannot assure you that that we ever will.

We are in the business of exploring for oil andunaltgas and the development and exploitation gfsignificant reserves that are found.
and gas exploration involves a high degree of tiiglt the exploration will not yield positive resulfThese risks are more acute in the «
stages of exploration. We have not discovered asgries, and we cannot guarantee you we everBwgih if we succeed in discovering oi
gas reserves, these reserves may not be in conaiyerdable quantities or locations. Until we diseo such reserves, we will not be abl
generate any revenues from their exploitation andkbbpment. If we are unable to generate revenoes the development and exploitatior
oil and gas reserves, we will be forced to changebasiness or cease operations.

The nature of oil and gas exploration makes thameges of costs uncertain, and our operations mawpdiversely affected if we underestir
such costs.

It is difficult to project the costs of implemengiran exploratory drilling program. Complicating tiais include the inherent uncertaintie:
drilling in unknown formations, the costs assodatgth encountering various drilling conditionschuas ovepressured zones and tools los
the hole, and changes in drilling plans and locegtias a result of prior exploratory wells or adudtitil seismic data and interpretations there
we underestimate the costs of such programs, webmagquired to seek additional funding, shift teses from other operations or aban
such programs.

Even if we discover and then develop oil and gasmees, we may have difficulty distributing ourgwotion.

If we are able to produce oil and gas, we will havenake arrangements for storage and distribudfchat oil and gas. We would have to |
on local infrastructure and the availability of nsportation for storage and shipment of oil and ges=ducts, but any readily availa
infrastructure and storage and transportationifessimay be
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insufficient or not available at commercially actge terms. This could be patrticularly problemadiche extent that operations are condu
in remote areas that are difficult to access, fchreas that are distant from shipping or pipdhidities. Furthermore, weather condition:
natural disasters, actions by companies doing basiin one or more of the areas in which we wirage, or labor disputes may impair
distribution of oil and gas. These factors may etft@e ability to explore and develop propertied s&mstore and transport oil and gas and
increase our expenses to a degree that has a ahatdrerse effect on operations.

The oil and natural gas industry is highly compegitand there is no assurance that we will be ss&ftéin acquiring leases.

The oil and natural gas industry is intensely catitipe. Although we do not compete with other aildagas companies for the sale of an'
and gas that we may produce, as there is suffidentand in the world market for these productscampete with numerous individuals
companies for desirable oil and natural gas leaseiable properties for drilling operations andcessary drilling equipment, qualifi
personnel and access to capital. Many of theseithgils and companies with whom we compete havetanbally greater technical, financ
and operational resources and staff than we hévee tannot compete for personnel, equipment ahdrai gas properties, our business ¢
be harmed.

Prices and markets for oil are unpredictable andddo fluctuate significantly, which could reducefitability, growth and the value of o
business if we ever begin exploitation of reserves.

Our revenues and earnings, if any, will be higtdpsitive to the prices of oil and gas. Prices fiband gas are subject to large fluctuatior
response to relatively minor changes in the supplgnd demand for oil and gas, market uncertainty @ variety of additional factors bey
our control. These factors include, without limibat weather conditions, the condition of the globsonomies, the actions of the Organize
of Petroleum Exporting Countries, governmental tations, political stability in the Middle East aetsewhere, war, or the threat of war, ir
producing regions, the foreign supply of oil, théce of foreign imports and the availability of exhate fuel sources. Significant change
longterm price outlooks for crude oil could by the tiftgt we start exploiting oil and gas reservesyéf ever discover and exploit st
reserves, could have a material adverse effectw@nues as well as the value of licenses or otsats.

Our business will suffer if we cannot obtain or main necessary licenses.

Our operations require that we obtain and mairtagmses and permits from various governmentalaittes. Our ability to obtain, maintain
renew such licenses and permits on acceptable tsrmisbject to changes extensive regulation anchtmges, from time-time, in thos
regulations. Also, the decision to grant or renelicense or permit if frequently subject to theatétion of the applicable government. If
cannot obtain, maintain, extend or renew thesadies or permits our business could be harmed.

Other oil and gas companies may seek to acquingeptyp leases and licenses that we will need toaipevur business. This competition t
prevent us from obtaining licenses we deem necg$saour businesses, or it may substantially iaseethe cost of obtaining these licenses.

Amendments to current laws and regulations goverrdnr proposed operations could have a materialeasle impact on our propos
business.

We are subject to substantial regulation relatinghte exploration for, and the development, upgrgdmarketing, pricing, taxation, &
transportation of, oil and gas. Amendments to aurtaws and regulations governing operations aridiies of oil and gas exploration a
extraction operations could have a material advengact on our proposed business. In addition, arm@ot assure you that income tax ¢
royalty regulations and government incentive proggaelated to the oil and gas industry generallioars specifically will not be changed i
manner which may adversely affect us and causgsigtzability to complete or abandonment of pragect
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Penalties we may incur could impair our busint

Failure to comply with government regulations cosltject us to civil and criminal penalties, couddjuire us to forfeit property rights
licenses, and may affect the value of our assets.mVily also be required to take corrective actisnsh as installing additional equipmi
which could require substantial capital expendguk&'e could also be required to indemnify our em@és in connection with any expense
liabilities that they may incur individually in carection with regulatory action against them. Assauit, our future business prospects ¢
deteriorate due to regulatory constraints, and mrofitability could be impaired by our obligation provide such indemnification to ¢
employees.

Our inability to obtain necessary facilities couldmper our operations.

Oil and gas exploration and development activitiepend on the availability of equipment, transgata power and technical support in
particular areas where these activities will bedtarted, and our access to these facilities maynbige. To the extent that we conduct
activities in remote areas or in undiveloped markets, needed facilities may not baim@te to our operations or readily available, via
will increase our expenses. Demand for such liméggdipment and other facilities or access restnctimay affect the availability of st
equipment to us and may delay exploration and deweént activities. The quality and reliability okgessary facilities may also
unpredictable and we may be required to make sfforstandardize our facilities, which may entaidnticipated costs and delays. Shortag
the unavailability of necessary equipment or offaeilities will impair our activities, either by t®/ing our activities, increasing our cost:
otherwise.

Emerging markets are subject to greater risks tivamme developed markets, including significant legabnomic and political risk:

In recent years Kyrgyzstan, Albania, Chile, Mongad Tajikistan have undergone substantial paljteconomic and social change. As in
emerging market, Kyrgyzstan, Albania, Chile, Moriga@nd Tajikistan do not possess as sophisticatddeHicient business, regulatory, po
and transportation infrastructures as generallgtari more developed market economies. Investoesriarging markets should be aware
these markets are subject to greater risks thae aheveloped markets, including in some cases gignif legal, economic and political ris
Investors should also note that emerging econoanessubject to rapid change and that the informadiet out herein may become outd
relatively quickly. We cannot predict what econonpolitical, legal or other changes may occur iesth or other emerging markets, but
changes could adversely affect our ability to cauy exploration and development projects.

Strategic relationships upon which we may rely subject to change, which may diminish our abilitcdbnduct our operations.

Our ability to discover reserves, to participatednilling opportunities and to identify and entetd commercial arrangements depend
developing and maintaining close working relatidpshwith industry participants and government aéfi€ and on our ability to select ¢
evaluate suitable properties and to consummatedgdions in a highly competitive environment. Weymat be able to establish these strat
relationships, or if established, we may not be dblmaintain them. In addition, the dynamics aof mlationships with strategic partners r
require us to incur expenses or undertake activitie would not otherwise be inclined to undertakerder to fulfill our obligations to the
partners or maintain our relationships. If our t&tgéc relationships are not established or maietgirour business prospects may be lim
which could diminish our ability to conduct our sagons.

Environmental risks may adversely affect our bussr

All phases of the oil and gas business present@mviental risks and hazards and are subject to@mental regulation pursuant to a var
of laws and regulations. Environmental legislagiavides for, among other things, restrictions prwhibitions on spills, releases or emiss
of various substances produced in association @iitand gas operations. The legislation also rexputhat wells and facility sites be opere
maintained, abandoned and reclaimed to the sdisfiaof applicable regulatory authorities. Comptianwith such legislation can reqt
significant expenditures and a breach may resuliénmposition of fines and penalties, some ofoclihihay be
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material. The application of environmental lawsoto business may cause either of us to curtailppaduction or increase the costs of
production, development or exploration activities.

Losses and liabilities arising from uninsured oder-insured hazards could have a material adverseceéfe our business.

If we develop and exploit oil and gas reservessehoperations will be subject to the customary itzaf recovering, transporting
processing hydrocarbons, such as fires, explosgaseous leaks, migration of harmful substancesydalts and oil spills. An accident or el
arising from these hazards might result in the wfssquipment or life, as well as injury, propedigmage or other liability. We have not ma
determination as to the amount and type of inswwahat we will carry. We cannot assure you thatuileobtain insurance on reasonable te
or that any insurance we may obtain will be sudfitito cover any such accident or error. Our opmratcould be interrupted by natt
disasters or other events beyond our control. Loasd liabilities arising from uninsured or undesured events could have a material ady
effect on our business, financial condition andiltssof operations.

Risks Associated with our Common Stock

There is no active trading market for our commatkt and if a market for our common stock doesdegtlop, our investors may be unabl
sell their shares.

There has been a limited trading market for our mam stock on the OTC Bulletin Board, and the bid ask prices for our common stt
have fluctuated widely. As a result, a stockholdhery find it difficult to dispose of, or to obtaic@urate quotations of the price of, our comi
stock. This severely limits the liquidity of ourramon stock and has a material adverse effect om#r&et price for our common stock anc
our ability to raise additional capital. An actigablic market for shares of our common stock maydewelop, or if one should develop, it r
not be sustained, and as a result, investors mialgenable to resell the shares of our common dtoakthey have purchased and may lose .
their investment.

The price of our common stock may become volathéh could lead to losses by investors and cestburities litigation.
The trading price of our common stock is likelybt highly volatile and could fluctuate in respotséactors such as:

e actual or anticipated variations in our operatiegults,

announcements by us or our competitors of sigmifieequisitions, strategic partnerships, joint veas, capital commitments, or ot
business developments, such as oil or gas dis@syeri

adoption of new accounting standards affectingiogdustry,

additions or departures of key personnel,

sales of our common stock or other securitiesénaipen market,

conditions or trends in our industry, and

other events or factors, many of which are beyamdcontrol.

The stock market has experienced significant paité volume fluctuations, and the market pricestoflsin developmental stage compa
have been highly volatile. In the past, followingripds of volatility in the market price of a conmyés securities, securities class ac
litigation has often been initiated against the pany. Litigation initiated against us, whether ot auccessful, could result in substantial ¢
and diversion of our management’s attention andurees, which could harm our business and finarmciadition.

There are a large number of unexercised share @mgehwarrants and stock options outstanding. If éhase exercised, your interest in
company will be diluted.

On April 3, 2009, there were 119,051,733 sharesuofcommon stock issued and outstanding. If athefshare purchase warrants and op
that are currently issued and outstanding wereegb and be exercised, we would be
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required to issue up to an additional 86,616,7@teshof our common stock, or approximately 72.8%wfissued and outstanding share
April 3, 2009. This would substantially decrease groportionate ownership and voting power of &fleo shareholders. This dilution co
cause the price of our shares to decline and itdcmsult in the creation of new control persomsaddition, our shareholders could s
dilution in the net book value per share.

Our Directors own approximately 52% of our commtotk.

In the aggregate, our Directors own approximatédyoe50f our outstanding common stock and they haeeright to exercise options &
warrants that would permit them to acquire, indhgregate, up to an additional 4.4% of our comntockswithin the next 60 days. As a res
our Directors as a group may have a significarectfin delaying, deferring or preventing any patdrnthange in control of our company,
able to strongly influence the actions of our Boaf@irectors even if they were to cease being@ivectors and control the outcome of acti
brought to our stockholders for approval. Suchghtével of ownership may adversely affect thengtand other rights of other stockholders.

We do not expect to pay dividends in the foresedalire.

We do not intend to declare dividends for the feeable future, as we anticipate that we will regt\any future earnings in the developn
and growth of our business. Therefore, investotsnat receive any funds unless they sell their own stock, and stockholders may be un
to sell their shares on favorable terms or at\&# cannot assure you of a positive return on imrest or that you will not lose the en
amount of their investment in our common stock.

Trading on the OTC Bulletin Board may be volatiledasporadic, which could depress the market prit®@w common stock and mak
difficult for our stockholders to resell their slesr.

Our common stock is quoted on the OTC Bulletin Boservice of the Financial Industry Regulatory Aartty (FINRA). Trading in stoc
guoted on the OTC Bulletin Board is often thin ahéracterized by wide fluctuations in trading psicgue to many factors that may have
to do with our operations or business prospectss Vblatility could depress the market price of @@mmon stock for reasons unrelate
operating performance. Moreover, the OTC BulletoaRl is not a stock exchange, and trading of séesion the OTC Bulletin Board is ofi
more sporadic than the trading of securities ligtedh quotation system like Nasdaq or a stock exgdike Amex. Accordingly, sharehold
may have difficulty reselling any of the shares.

Our stock is a penny stock. Trading of our stocky rba restricted by the SEC’s penny stock regulatiand FINRAS sales practic
requirements, which may limit a stockholder’s ahito buy and sell our stock.

Our stock is a penny stock. The Securities and &xgé Commission has adopted Rule 15g-9 which gigndefines “penny stockto be an
equity security that has a market price (as dejihess than $5.00 per share or an exercise pritessfthan $5.00 per share, subject to ce
exceptions. Our securities are covered by the pstogk rules, which impose additional sales praateguirements on brokelealers who se
to persons other than established customers amdetited investors”. The term “accredited invest@fers generally to institutions with as:
in excess of $5,000,000 or individuals with a netti in excess of $1,000,000 or annual income akinge$200,000 or $300,000 jointly w
their spouse. The penny stock rules require a lbrd&eler, prior to a transaction in a penny stockatioérwise exempt from the rules, to del
a standardized risk disclosure document in a forepgred by the SEC which provides information alpantny stocks and the nature and |
of risks in the penny stock market. The brodlealer also must provide the customer with curbéthtand offer quotations for the penny st
the compensation of the brokéealer and its salesperson in the transaction amthily account statements showing the market vafueact
penny stock held in the customer’s account. Theahid offer quotations, and the brold=aler and salesperson compensation informatiost
be given to the customer orally or in writing prioreffecting the transaction and must be givethécustomer in writing before or with -
customers confirmation. In addition, the penny stock rulequire that prior to a transaction in a penny lstoat otherwise exempt from the
rules; the brokedealer must make a special written determinatian tie penny stock is a suitable investment fompilmehaser and receive
purchases written agreement to the transaction. These afiscé requirements may have the effect of redutiadevel of trading activity
the secondary market for the stock that is sultfettiese
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penny stock rules. Consequently, these penny sidek may affect the ability of brokelealers to trade our securities. We believe the
penny stock rules discourage investor intereshahlamit the marketability of our common stock.

In addition to the “penny stockiules promulgated by the Securities and Exchangergission, FINRA has adopted rules that require ith
recommending an investment to a customer, a brd&aler must have reasonable grounds for belieViagthe investment is suitable for 1
customer. Prior to recommending speculative loweeaatisecurities to their non-institutional customér®kerdealers must make reason:
efforts to obtain information about the custorasdihancial status, tax status, investment objestiand other information. Under interpretat
of these rules, FINRA believes that there is a higbbability that speculative low priced securitiggdl not be suitable for at least so
customers. FINRA requirements make it more difti¢at brokerdealers to recommend that their customers buy @wmnmon stock, which m:
limit your ability to buy and sell our stock.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.

ITEM 2. PROPERTIES

Executive Offices and Registered Agent

Our principal business office is located at Bahstrakse 9, 6341 Baar, Switzerland, where we hawede300 square feet of office space
approximately $780 per month (CHF900).

Our branch office in Albania is located at Rrugamiail Qemali”,Pallati 2K, Ap. 1&2, Kati i Trete in Tirana, themital of Albania. The offic
covers 4,026 square feet of office space for apprately $3,315 per month (EUR2,600). We entered @ieasing contract on Septembe
2007 for 12 months. The contract will be automadliicaxtended with the same terms and conditionstfer additional 12 month perio
covering September 1, 2008 to August 31, 2009 apde®nber 1, 2009 to August 31, 2010, respectively.

Our registered office for service in the State efvBida is located at Nevada Corporate Services,8883 West Flamingo Road Suite 102,
Vegas. NV 89147. In addition, the offices of Vetdetand Company, located in Victoria, British Coluabis our registered office in t
Province of British Columbia. Velletta and Compangtdress is % Floor — 931 Fort Street, Victoria, British Colump@anada V8V 3K3.
Oil and Gas Properties

Refer to our description of business in Item 1 Qurrent Business beginning on page 3.

ITEM 3. LEGAL PROCEEDINGS

There are no material pending legal proceedingshich our company or any of our subsidiaries isagt pr of which any of our properties,
the properties of any of our subsidiaries, is thigjext. In addition, we do not know of any suchgemdings contemplated by any governmi
authorities.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

Effective October 21, 2008, the holders of 60,522,%hares of our common stock, representing 51.62%ur outstanding common stc
executed a written consent in lieu of our Annualketiteg effecting the following actions:

(1) the election of Heinz J. Scholz, Alexander Beclate-Mark Vogel, Neil Maedel and Michael Velletta as @irectors;

(2) the ratification of the reappointment of Deloitt€&Aas our independent auditors for fiscal year 2608
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(3) the amendment of our 2007 Omnibus Stock Option Blaamong other amendments, increase the numbmgatioins that can |
authorized under the plan from 14,000,000 to 20@@®as well as to amend the Omnibus Plan to conforthe requirements
the Canadian TSX Venture stock exchar

No other action was authorized by the written cathsAdditional information about the matters votgobn can be found in the informat
statement that we filed and mailed pursuant torélgirements of Rule 14c-2 promulgated under Sed® of theSecurities Exchange Act
1934,as amended, which was filed on the Securities amthd&hge Commission’s EDGAR database on Octobe2(B18.

PART I

ITEM 5. MARKET FOR REGISTRANT' S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER
PURCHASES OF EQUITY SECURITIES

Market information

Our common shares are quoted on the OTC Bulletiar@of the Financial Industry Regulatory Authoritgc. and on the over the cour
marketof Pink Sheets LLC. Quotations of our common stogkhe OTC Bulletin Board and on the Pink Sheet®lmeen sporadic, and trad
volume has been low. Our symbol is “MNAP”, and @QUWSIP number is 56176Q 10 2.

The high and low bid prices of our common stocktfar periods indicated below are as follows:

End Date| Bid High Bid Low
03/31/200¢ $0.25 $0.08
12/31/200¢ $0.70 $0.15
09/30/200¢ $0.88 $0.45
06/30/200¢ $1.85 $0.80
03/31/200¢ $2.95 $1.60
12/31/2007 $4.45 $2.52
09/28/2007 $6.37 $3.15
06/29/2007 $6.07 $2.97
03/31/2007 $3.05 $2.11

Bid prices were obtained from the 2007 and 2008 @tlletin Board Quarterly Trade and Quote Summaepdtts
On April 14, 2009, the closing price for the comnstack as reported by the quotation service opéfayehe OTC Bulletin Board was $0.27.
Transfer Agent

Our shares of common stock are issued in regisferet The transfer agent and registrar for our wam stock is Island Stock Transfer. Tl
address is 100 First Avenue South, Suite 287,&erBburg, Florida 33701.

Holders of Common Stock

As of April 3, 2009, there were 210 registered leoddof record of our common stock. As of such dai®,051,733 shares were issued
outstanding.

Dividends

The payment of dividends, if any, in the futurestsewithin the sole discretion of our Board of Rigs. The payment of dividends will dep:
upon our earnings, our capital requirements andinancial condition, as well as
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other relevant factors. We have not declared ask davidends since our inception and have no ptdaatntion of paying any cash dividel
on our Common Stock in the foreseeable future.

Securities authorized for issuance under equity compensation plans.
We have no long-term incentive plans, other th&nStock Option Plan described below.
Stock Option Plan

In April 2007, our Board of Directors adopted and shareholders approved our 2007 Omnibus Stoclo@ptian. On October 21, 2008
Board of Directors approved a modification to 0002 Omnibus Stock Option Pland and, on Octobe28@8, our shareholders approved
modified 2007 Omnibus Stock Option Plan. Under 2087 Omnibus Stock Option Plan, as amended, we greyt our qualified Directot
Officers, employees, consultants and advisors stptions (which may be designated as nonqualifiedksoptions or incentive stock optior
stock appreciation rights, restricted stock awap#sformance awards or other forms of stbelsed incentive awards, up to a maximui
20,000,000 shares.

Our Board of Directors administers the 2007 Omnil8isck Option Plan. Members of the Board of Direstoeceive no addition
compensation for their services in connection whth administration of the Stock Option Plan. Thayéfull discretion and exclusive power

e select who will participate in our 2007 Omnibus&t@ption Plan and what awards they will be granted

e determine the time at which awards shall be graateany terms and conditions, within the limitsted 2007 Omnibus Stock Opt
Plan, of such awards, and

e resolve all questions relating to the administratd the 2007 Omnibus Stock Option Plan.

The Board of Directors may grant nonqualified staghkions or incentive stock options that are evigehby stock option agreements.
exercise price of the common stock subject to aqualified stock option or an incentive stock optioay be paid in cash or, at the discre
of our Board of Directors, by a promissory note,thg tender of common stock or through a combinatiereof. The Board of Directors n
provide for the exercise of options in installmesutsl upon such terms, conditions and restrictisnsmay determine.

A non-qualified stock option is a right to purchase acefgenumber of shares of common stock during stitle as the Board of Directors n
determine, not to exceed 10 years, at a price mi@ted by the Board of Directors that, unless deentbdrwise by the Board of Directors
not less than the fair market value of the commonkson the date the Board grants the non-qualstedk option.

An incentive stock option is an option that medis tequirements of Section 422 of timernal Revenue Code of 198&s amended. !
incentive stock option may be granted under oui720thnibus Stock Option Plan to an employee who awoee than 10% of our outstand
voting stock unless the option price is at lea€1%lof the fair market value of the common stockhat date of grant and the incentive s
option is not exercisable more than five yearsrajte Board grants it. In the case of a granteedbas not own 10% or more of our comtr
stock, no incentive stock option may be exercisatdee than 10 years after the date our Board gitatl its exercise price may not be
than the fair market value of the common stocklendate our Board grants it. Our Board may nottgaaremployee an incentive stock op
that first becomes exercisable during a calendar fgr the purchase of common stock with an agdeefgar market value (determined as of
date of grant of each incentive stock option) icess of $100,000. An incentive stock option (or argtallment thereof) counts against
annual limitation only in the year it first becomeeercisable.

A stock appreciation right is a right granted toeige, upon surrender of the right, but withoutmpant, an amount payable in cash. The an
payable with respect to each stock appreciatidnt 8gall be based on the excess, if any, of thiariarket value of a share of common stoc
the exercise date over the exercise price of theksappreciation right, which will not be less ththe fair market value of the common stocl
the date the stock appreciation right is grantedhé case of an stock appreciation right grantetndem with an incentive stock option tc
employee who holds at least ten percent of our comstock, the exercise price shall not be less 196 of the fair market value of a st
of common stock on the date our Board grants thekstppreciation right.
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Restricted Stock is common stock that is issueal @ice determined by the Board of Directors, wipcice per share may not be less thai
par value of the common stock, and is subject stritions on transfer and/or such other restnitgion incidents of ownership as the Boat
Directors may determine.

A performance award granted under our 2007 Omn&tosk Option Plan may be denominated or payablbagarecipient in cash, comm
stock (including, without limitation, Restrictedd8k), other securities or other awards. A perforogaaward shall confer on the recipient
right to receive payments, in whole or in part, mpioe achievement of such performance goals dtieh performance periods as our Boal
Directors shall establish. Subject to the termswf 2007 Omnibus Stock Option Plan and any appkcalvard agreement, the performe
goals to be achieved during any performance petioel,length of any performance period, the amodirany performance award and
amount of any payment or transfer to be made puatgoahat performance award shall be determineduryBoard of Directors.

Our Board of Directors may grant awards under ttoelSOption Plan that provide the recipient witke tight to purchase common stock or
are valued by reference to the fair market valuthefcommon stock (including, but not limited thaptom securities or dividend equivaler
Such awards shall be in a form determined by owr8of Directors, as long as such awards are monisistent with the terms and purpose
our 2007 Omnibus Stock Option Plan. Our Board o&Etors determines the price of any such award@agaccept any lawful consideration.

Our Board of Directors may at any time amend, sudp terminate our 2007 Omnibus Stock Option Rlarong as it does not change
awards previously granted, increase the aggregatiar of shares of the common stock with respeethich it may grant awards or chal
the class of persons eligible to receive awards.

In the event a change in control occurs, then, itlstanding any provision of our 2007 Omnibus St@gkion Plan or of any provisions of ¢
award agreement to the contrary, all awards thaé ot expired and which are then held shall becéutig and immediately vested a
exercisable and may be exercised for the remateimy of such awards.

No awards may be granted under the Stock Option &aor after April 10, 2017, but Awards grantetpto such date may be exercise
accordance with their terms.

If our shares of common stock are listed on thea@im TSX Venture Exchange, certain provisions rasedl by the policies of that stc
exchange will restrict our ability to make certgirants to persons in specified categories. Theseigions were added to our 2007 Omn
Stock Option Plan when we revised the plan in Oetaif 2008 but they will not take effect unless amdil our shares are listed on the 1
Venture Exchange. A copy of the revised 2007 Omibiock Option Plan is attached as an exhibititoAhnual Report on Form 10-K.

The following table summarizes certain informatregarding our equity compensation plan as at Deee@ib, 2008:

Number of Securities
Number of Securities to Weighted-Average Remaining Available for
be Issued Upon Exercise Exercise Price of Future Issuance Under
of Outstanding Options, Outstanding Options, Equity Compensation
Plan Category Warrants and Rights Warrants and Rights Plan
Equity compensation plans 12,650,00( $3.75 7,350,00(
approved by security
holders
Equity compensation plans N/A N/A N/A
not approved by security
holders
Total 12,650,00( $3.75 7,350,00(
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Recent Sales of Unregistered Securities, Use of Proceeds from Registered Securities

On October 21, 2008, we issued 1,160,000 sharearafommon stock for no consideration as bonusrpleyees, Officers and a Director.
of these shares are subject to a six month loclang,all but 60,000 are subject to a 3% dribbleatauise per quarter. In addition, these b
shares are subject to the applicable resale réstricimposed by the securities laws of the UniBtates and, where applicable, the secu
laws in the jurisdictions where any of these pessmgside. The Shares were issued to d8npersons relying on the exemption from
registration requirements of th&ecurities Act of 1933 as amended provided by Section 4(2) thereof arwfoRegulation S promulgat
thereunder by the Securities and Exchange Commissio

Purchases of Equity Securities by the | ssuer and Affiliated Purchasers

The following table is a summary of purchases mader on behalf of our company or any “affiliatedgrghaser, of shares or other units of ¢
class of the our equity securities that is registdyy the issuer pursuant to section 12 of the &xgé Act.

Table 1 ISSUER PURCHASES OF EQUITY SECURITIES

() (b) (©) (d)
Maximum Number

(or Approximate
Dollar Value) of

Total Number of Shares (or Units)
Shares (or Units) that May Yet Be
Total Number of Purchased as Part of Purchased Under
Shares (or Units) Average Price Paid Publicly Announced the Plans or
Period Purchased per Share (or Unit) Plans or Programs Programs
Not applicable Not applicable Not applicable Nopkgable Not applicable

ITEM 6 SELECTED FINANCIAL DATA

Not applicable
ITEM 7 MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINA NCIAL CONDITION AND RESULTS OF OPERATION

Our Managemen$’ Discussion and Analysis provides a narrative almaur financial performance and condition that dtiobe read i
conjunction with the audited consolidated finansi@tements and related notes thereto includeuisrForm 10K beginning at page 34 belc
This discussion contains forward looking statemeeftecting our current expectations and estimates assumptions about events and tr
that may affect our future operating results oaficial position. Our actual results and the timnofgertain events could differ materially fri
those discussed in these forwdodking statements due to a number of factorsuutioly, but not limited to, those set forth in tleetions of thi
Form 10-K titled “Risk Factors’ beginning at page 15 above andC&utionary Note Regarding Forward-Looking Stateraénbeginning
page 1 above.

Overview

We are a development stage company. Our growtltegirds focused on petroleum exploration and degraknt in selected Central As
countries of the former Soviet Union, in the BalkBegion and in Latin America. Our goal is to in@eashareholder value through
successful acquisition and exploration of oil aad gesources.

We have no operating income yet and, as a resgfterti upon funding from various sources to contioperations and to implement
growth strategy.
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Results of Operations

For the year ended December 31, 2008 we had asebf $30,296,106 as compared to a net loss g833296 for the year ended Decen
31, 2007. Our net loss for 2008 is positively atéecby revenues of $635,318, stemming from an ogigreement with Santos Internatione
$558,696 and consulting revenues of $76,622. Thesponding period in 2007 is affected by reverafe625,261, stemming from an opt
agreement with Santos International.

In the year ended December 31, 2008 our operakipgrses increased to $20,956,481 from $13,666 g3drted for the same period in 2(
The 53% increase in our total operating expensegtiibutable to firstly, exploration costs of $48549 but secondly, also to several fac
associated with the increase in the size of ouraijpms and the personnel needed to carry out thpseations. 47% of the total opera
expenses, or $9,790,874 for the year ended DeceBihe&2008 is related to stock-based or stock ogtimeed compensation payments, w
are non-cash. Compared to the same period in 20®7ecorded stock-based or stock option-based casagiens of $7,245,289.

Finally, our noneperating expenses increased by $9,439,775 asilh oés charge for the subsequent equity salessadient clause in most
the Company’s warrant agreements

Personnel costs
The number of employees increased three fold ferymar ended December 31, 2008 compared to theeyelmd December 31, 2007. A
result, our personnel costs increased to $10,436186n $5,656,726. 71% of the total personnel costhe amount of $7,399,063 is relate
a non-cash charge for our stock compensation adt siption plan to obtain and retain qualified ngeraent.

Exploration costs

For the year ended December 31, 2008, we incuntplbmation costs of $4,649,549 as compared to $152D for the corresponding perioc
2007. The amount covers the expenses for our gsojled@lbania, Chile and Tajikistan as well as pnéhary scouting in Mongolia. In 2008 1
exploration costs in Albania amount to $3,231,780 mclude an environmental study, a volumetric andeconomic report by an indepent
engineering consulting agency, reprocessing of dataell as a payment for the seismic work by Ggiold Institute of Israel (“GlI").The
corresponding exploration costs for 2007 were $5382lin Albania. In Chile, we have spent $398,41ilréprocessing data and finalizing
work program with our partners during 2008, whie tosts during 2007 amounted to $65,575. The ao&tajikistan amount to $792,125
the year ended December 31, 2008. The exploratisis dor the year ended December 31, 2007 were,3852n Tajikistan. The costs
Mongolia amount to $227,233 for the year ended B 31, 2008, while during our financial year 2008 have spent $42,365
exploration costs. We further have spent $2,08@%ptoration for the year ended December 31, 2007.

Consulting fees
For the year ended December 31, 2008, we paid tomgsiees in the amount of $3,052,920 as compéwerbnsulting fees of $1,400,855
the year ended December 31, 2007. This increadd &% is primarily due to a charge of $2,178,331irdu2008 for stock based and st
option based compensation (corresponding figur20di7 was $340,604), $2,500,781 of which resultedhfa March 2008 grant of stocks
consultants working on our operations in Albanigpagment for services.

Administrative costs
Our administrative costs of $2,724,471 declineanfi$b,376,708 during the year ended December 318.206: sharp decrease is a result '
onetime compensation charges of $2,560,000 for theiiaitipn of DWM Petroleum and the public listing iwh took place in second qual
of 2007. Compared to the same period in 2007, we hagher audit, legal and traveling costs.

Non-operating expense
Our noneperating expense increased by $9,439,775 as # ofsa charge for the subsequent equity salessaujent clause in most of |
Company’s warrant agreements.
Liquidity and Capital Resources

28



Our cash balance as of December 31, 2008 was $8/A78f which $7,951,784 is restricted to finartee bank guarantees for the first phas
our work program in Albania (covering the seismia ayeological and geophysical (G&G) costs in Allsdrand in Mongolia (covering t
seismic and G&G costs in Mongolia), leaving a betaof $225,993. Given the turbulence on the glelaiity markets, we now anticipate |
the planned financing of up to $80,000,000, whiehtergeted for 2008, will be postponed further. Wik use any window of opportunity
tap the equity markets, should the possibilityeafifdm a shareholder's and companyperspective. For the time being, we anticipase this
financing will take place in the second half of 200n order to continue to fund operations for thext twelve months and implement
geological work program for our projects particutacCentral Asia and the Balkan Region as wellefinance continuing operations, the Gr
will require further funds. We expect these fundB e raised through additional equity and/or déb&ncing (private placements). If we
not able to raise the required funds, we would Ergarmingeut projects in order to reduce our financial cotnmeints. We further intend
reduce our work commitments for the first phasewf exploration commitments in Albania and Mongplidnich could reduce our restric
cash position by up to $4,500,000 at the Group’s digposal (without any restriction).

On January 22, 2009, the restricted cash in Moageés reduced from $4,000,000 to $2,000,000 inesgeat with the Mongolian authoriti
The Group immediately paid its bank loan of $1,220,and accumulated interest of $34,248. As atebal Group was able to free up cas
the amount of $746,752 net of all costs and chaagése Group’s own disposal (no restriction oritation of these funds after release).

On March 6, 2009, the Group successfully negotiatas work commitments for its two PSCs for the Bw@,B and D,E with the Albanii
National Petroleum Agency (NPA later AKBN, Nationdgency of Natural Resources). The new work committa need to be forma
approved by the AKBN.

For PSC1, which covers Blocks A and B, the minimaaismic line kilometers was reduced from 300km-&f 8eismic to 189km for Phase
which was completed by December 31, 2008. As dtregueast $910,200 can be released from the baakantee to the Groiwgpbdwn disposi
($8,200 per km). As the bank issuing the bank guaemrequested a safety margin of 5%, the Groum\s in negotiation to reduce that
parallel with the bank guarantee. For PSC2, cogelilocks D and E, the Group reduced the minimurarsii line kilometers from 300km
110km of 2-D seismic for the first phase. As a liegdhe Group can release at least $1,558,000 fmambank guarantee to the Grosiwr
disposal ($8,200 per km). As the bank issuing thiekbguarantee requested a safety margin of 5%Gthap is now in negotiations to red
that in parallel with the formal request from th&KBN. The total reduction of the bank guarantee tfieted cash) is therefore at le
$2,468,200.

On April 3, 2009, we successfully negotiated newlkwarograms for our exploration blocks A & B and&E in Albania with the Albania
authorities (AKBN), which allowed us to reduce aatantee and release from restriction an additi®@:841,800 in cash that was previol
restricted to use only in paying for explorationrilvn Albania. These funds were released on A@Bjl2009. There are no further restriction
limitations to these funds after the release.

Our capital commitments are disclosed in this Ahfeport on Form 10 for the year ended December 31, 2008. As outletealve, we hay
significantly reduced our work commitment in Albarior Phase 1. Otherwise, there has been no nmatkdage in these commitments sinc
December 31, 2008.

Operating Activities

Net cash outflow from operating activities of $R8235 for the year ended December 31, 2008 hagdred from $5,274,424 in -
comparable period 2007. This is mainly due to higheloration costs.

Investing Activities

Net cash outflow from investing activities of $820833 for the year ended December 31, 2008 hasared from $164,425 in the compar
period for 2007. This is mainly due to restrictiogsh of $10,414,000, mainly for bank guaranteeéwrprojects in Albania and Mongo
During the past year ended December 31, 2008, we ha
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released a total of $2,462,216 from the restriceesh account in accordance with the Albanian gowent and as outlined in the two PSC¢
our Albanian assets.

Financing Activities

Net cash flow from financing activities of $9,39921for the year ended December 31, 2008 has deddasn $12,827,276 in the comparz
period. In the year ended December 31, 2007, thjerityaof the financing cash flows were relatedtie issuance of units consisting of sh
of common stock and warrants in conjunction wite therger and a private placement carried out opn 3l 2007, while in the year enc
December 31, 2008, we have sold 4,000,000 units.hee raised gross proceeds of $4,000,000 for detenand 1,000,000 detach:
warrants in the quarter ended June 30, 2008. Funtre, we have issued contingently convertible $oah $2,000,000 (net proceeds
$1,860,000) as well as equity and warrants in &apei placement of $2,600,000 during the third quragnded September 30, 2(
Additionally, we received a one year bank loan 280,000 during the quarter ended September 3®B.20e also issued a promissory noi
$540,646 in the fourth quarter of 2008.

Cash Flows

Year Ended December 3:

2008 2007
Net cash used in Operating Activiti $ (9,622,63) $ (5,274,42)
Net cash used in Investing Activiti $ (8,082,83) $ (164,42))
Net cash provided by Financing Activiti $ 9,399,10. $ 12,827,27
Change in Cash and Cash Equivalents During thed $ (8,306,36) $ 7,388,42

Off-Balance Sheet Arrangements
We do not have any off-balance sheet arrangements.
Cash Requirements

We will require additional funds to fund our opésas. These funds may be raised through equityn€imey, debt financing, or other sourc
such as additional farrodt agreements, which may result in further dilatio the equity ownership of our shares. Therdilisn® assurance th
we will be able to maintain operations at a levdfisient for an investor to obtain a return on higestment in our common stock. Further,
may continue to be unprofitable.

Specifically, we estimate our operating expenselsveorking capital requirements for the next 12 nhertb be as follows:

Expense Amount
Geological & Geophysical $1,300,000
Seismic $2,000,000
General & Administrative $1,000,000
Legal $120,000
Audit $300,000

As an operator, we have no seismic or drilling wodimmitments for the next 12 months in Albania, golla and Tajikistan. As a non-
operator, we have no seismic or drilling work cormants in Chile for the next 12 months. In KyrgyepRblic, the operational costs, incluc
seismic are fully carried by our partner SantosMiingolia, we have currently a geological & geopbgb(G&G) commitment of $1,250,0
for the next 12 months. Should we be able to rhisds through equity financing, debt financing ¢iner sources, such as additional faom-
agreements, we would increase or speed up ourgrgr

There can be no assurance that additional finangitidgpe available to us when needed or, if avdéalhat it can be obtained on commerci
reasonable terms. If we are not able to obtairatiditional financing on a timely basis, if and wheis needed, we will be forced to scale di
or perhaps even cease the operation of our business
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Going Concern

The consolidated financial statements have beepaped on the assumption that the Group will comtine a going concern. The Group
historically incurred losses and it incurred a 106§$30,296,106 for the year ended December 318.2B8cause we have no operating revel
the Group will require additional working capital develop its business operations. The cash baksoé December 31, 2008 was $8,177,
of which $7,951,784 had been restricted for a bgmtrantee for the first phase of the work progranAlbania (covering the seismic &
geological and geographical (“G&Gtpsts in Albania) and two escrow accounts for ttet phase of our work program in Mongolia (cove
the seismic and G&G cost in Mongolia), leaving aaikable balance of $225,993.

On January 22, 2009, the restricted cash in Moageés reduced from $4,000,000 to $2,000,000 inesgeat with the Mongolian authoriti
The Group immediately repaid its bank loan of $0,2R0 and accumulated interest of $34,248. As altrghe Group was able to free up ¢
in the amount of $746,752 net of all costs and gésmat the Group’s own disposal (no restrictiohmoitation of these funds after release).

As of February 1, 2009, the corporate cost basebead reduced significantly and therefore, alsoetkgected monthly burn rate from aro
$650,000 to around $320,000. The main source ofdlsesavings stem from a reduction in the numbeeosonnel as well as significant sa
cuts at the Board of Directors level.

On April 3, 2009, we successfully negotiated newlkwarograms for our exploration blocks A & B and&DE in Albania with the Albania
authorities (AKBN), which allows us to reduce thank guarantee, held as restricted cash on our atzom behalf of exploration work
Albania, by $2,541,800. There are no further retms or limitations to these funds after the asks which is expected to take place by /
30, 2009 following completion of the proceduralrfalities. In addition the Company is in negotiatfon an additional loan of $1,300,0
which will be secured by the remaining escrow fuimdslongolia.

Based on the revised cost base as well as fregincash from the bank guarantee in Albania and fiteoer accounts in Mongolia and
additional loan of $1,300,000, the Group estim#tes it has sufficient working capital to fund oaons for eight months from April 2009.
order to continue to fund operations through M&06lh0 and execute the strategy to develop its agbet$Group will require further funds
expects to secure these additional funds througisible disposals or farmdts of its existing interests and the Group igentty in activ
negotiations with interested parties for such taatiens.

The Group intends to raise additional working capitrough private placements, public offeringsmlbéinancing and/or advances from relz
parties or shareholder loans as well as limitiitaricial obligations by farmingut projects to third parties. During 2008, the @rantended t
float additional shares on the TSX Venture Exchaimg&oronto, Canada. It still plans to do so, hoemr\given the turbulence in the glo
equity markets, it now anticipates that the planfireahcing on the TSX will be postponed until I2@09.

The continuation of business is dependent uponirabtasuch further financing. The issuance of dddal equity securities could result i
significant dilution in the equity interests of cemt or future stockholders. Obtaining commerc@dns, assuming those loans woulc
available, will increase liabilities and future hasommitments.

There are no assurances that the Group will be bmplete the disposals or faputs of its existing interests or to obtain additl
financing through either private placement, pulditerings and/or bank financing necessary to supjfierworking capital requiremen
Nevertheless after making enquiries, and considettie uncertainties above, the directors have soretble expectation that the Group
have adequate resources to continue its operdtiotise foreseeable future.

These conditions raise substantial doubt aboutitweip’s ability to continue as a going concern. The faianstatements do not include
adjustments relating to the recoverability andsifasation of asset carrying amounts or the amaunt classification of liabilities that might
necessary should it be unable to continue as gygmincern.
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Recent Developments

We are primarily focused on our operations in AlbaKyrgyz Republic, Tajikistan, Mongolia and Chiince the end of our most recent fi
year (December 31, 2008), no developments havetatféhese operatior

Application of Critical Accounting Policies

Our financial statements and accompanying notepraqgared in accordance with generally acceptedwating principles in the United Stat
Preparing financial statements requires managetoemake estimates and assumptions that affectepperted amounts of assets, liabilit
revenue and expenses. These estimates and asswnat® affected by managemenépplication of accounting policies. We believal
understanding the basis and nature of the estinaai@ssumptions involved with the following aspeftour financial statements is critica
an understanding of our financial statements.

We base our assumptions and estimates on histexparience and other sources that we believe t@dsonable at the time. Actual res
may vary from our estimates due to changes in gistances, weather, politics, global economics, @eichl problems, general busin
conditions and other factors. Our significant esties are related to the valuation of warrants gutidias.

There are accounting policies that we believe agrificant to the presentation of our financialtstaents. The most significant of these
described below.

Exploration and evaluation cos

We account for our exploration costs on a succeséfiorts basis and therefore all G&G costs, whitlude costs of topographical, geologi
and geophysical studies, rights of access to ptiegeio conduct those studies, and salaries aret ettpenses of geologists, geophysical ci
and others conducting those studies, are expessiadwred.

Stock-based Compensation
We account for all of our stock-based paymentsaanards under the fair value based method.

Stock-based payments to nemployees are measured at the fair value of theideration received, or the fair value of the eguistrument
issued, or liabilities incurred, whichever is moetiably measurable. The fair value of stock-bagagments to noemployees is periodica
re-measured until the counterparty performance is ¢etmpand any change therein is recognized oveveltng period of the award and in
same manner as if the Company had paid cash insfgeying with or using equity based instrumeiiitse cost of the stockased payments
non-employees that are fully vested and fanfeitable as at the grant date is measured atmfrézed at that date, unless there is a contr
term for services in which case such compensatimmdwe amortized over the contractual term.

We account for the granting of share purchase optio employees using the fair value method whemdbgawards to employees will
recorded at fair value on the date of the grane Tdir value of all share purchase options are es@e over their vesting period witl
corresponding increase to additional capital swplipon exercise of share purchase options, theidemation paid by the option holc
together with the amount previously recognizeddditional capital surplus, is recorded as an irgeea share capital.

We use the Blaclscholes option valuation model to calculate the ¥aiue of share purchase options at the dateeofythint. Option pricir
models require the input of highly subjective asptiams, including the expected.

Recently Issued But Not Yet Adopted Accounting Proouncements Affecting Us
FASB Statement No. 141 (R), Business Combinaonsmendment of FASB Statement No. ‘SFAS 141(R)")
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In December 2007, the Financial Accounting Stansld@dard (“FASB”)issued Statement on Financial Accounting Standiiols141(R)
Business Combinations, an amendment of FASB StateMe. 141 (“SFAS 141(R)")As part of the conversion project with the Interoaal
Accounting Standard Board (IASB) this statementlenpents new application rules for acquisition aetig such as exclusion of transac
costs from the purchase price allocation and reitiognof acquired In-Process Research and Developrag an indefinitdived intangibl
asset. The standard is effective for fiscal yeagirming after December 15, 2008 and should beiepplospectively. Early adoption is
permitted. This standard will affect acquisitiorfiteaJanuary 1, 2009.

FASB Statement No. 160. Mcontrolling Interests in Consolidated Financiab&ments.

On December 4, 2007 the FASB issued SFAS No. 1@®-d¢dntrolling Interests in Consolidated Finan@shtements An Amendment ¢
ARB No. 51. SFAS 160 establishes new accounting r@porting standards for the neontrolling interest in a subsidiary and for
deconsolidation of a subsidiary. Specifically, teiatement requires the recognition of a gontrolling interest (minority interest) as equiit
the consolidated financial statements and sep&i@tethe parent's equity. The amount of net incattebutable to the nonentrolling interes
will be included in consolidated net income on thee of the income statement. SFAS 160 clarifies thanges in a parent's ownership int
in a subsidiary that does not result in deconstibdeaare equity transactions if the parent retémsontrolling financial interest. In addition,id
statement requires that a parent recognize a gdws® in net income when a subsidiary is decodatd#id. Such gain or loss will be meas
using the fair value of the narontrolling equity investment on the deconsolidatidate. SFAS 160 also includes expanded discl
requirements regarding the interests of the pamedtits noncontrolling interest. SFAS 160 is effective forcfd years, and interim peric
within those fiscal years, beginning on or aftecBaber 15, 2008. Earlier adoption is prohibitede Thpact, if any, to the company from
adoption of SFAS in 2009 will depend on the develept of our business at that time.

EITF Issue No. (-5, Determining Whether an Instrument for an EmlegidEeature Is Indexed to an Entity's Own Stock

The Emerging Issues Task Force (“EITF”) has issEBtF Issue No. 07-5Determining Whether an Instrument for an Embeddedtére I
Indexed to an Entity's Own Sto(This standard is effective for annual and interiarigpds beginning after December 15, 2008. This |
addresses the determination of whether an instrurfeenan embedded feature) is indexed to an estiiwn stock. Based on this revi
guidance the Company is evaluating the impact tthiatstandard will have on our financial stateme@sr current analysis indicates that
will be required to reclassify all of our warrarftem equity to liabilities and record subsequenargdes in fair value in the statemen
operations. The adoption of EITF &7will also require an adjustment to the openintauhee of retained earnings for the cumulative eftd
the change in accounting principle.

ITEM 7A QUANTITATIVE AND QUALITATIVE DISCLOSURES AB  OUT MARKET RISK
Not Applicable
ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Report of Independent Registered Public Accourtfiimg
Consolidated Balance She:

Consolidated Statements of Operati

Consolidated Statements of Cash Fl

Consolidated Statements of Stockhol’ Equity (Deficit)
Notes to the Financial Stateme
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
MANAS PETROLEUM CORPORATION

We have audited the accompanying consolidated balaheets of Manas Petroleum Corporation (a dewelap stage company) and
subsidiaries (the “Companygs of December 31, 2008 and 2007, and the relatesbtidated statements of operations, cash flowlschange
in shareholdersequity/(deficit) for each of the two years in theripd ended December 31, 2008, and for the permd May 25, 2004 (date
inception) to December 31, 2008. These consolidéitedicial statements are the responsibility of @amy’s management. Our responsib
is to express an opinion on these consolidatechfiahstatements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighaflo(United States). Those stand.
require that we plan and perform the audit to obta@asonable assurance about whether the finastaééments are free of mate
misstatement. The Company is not required to hawewere we engaged to perform, an audit of itsrivdl control over financial reportir
Our audits include consideration of internal cohtneer financial reporting as a basis for desigrénglit procedures that are appropriate ir
circumstances, but not for the purpose of exprgsam opinion on the Compansyinternal control over financial reporting. Accimgly, we
express no such opinion. An audit includes exarginon a test basis, evidence supporting the amaamdsdisclosures in the financ
statements. An audit also includes assessing tbeuating principles used and the significant estémanade by management, as we
evaluating the overall financial statement pred@rtaWe believe that our audits provide a reastbasis for our opinion.

In our opinion, such consolidated financial stateteepresent fairly, in all material respects, thwificial position of the Company as
December 31, 2008 and 2007, and the results @pigsations and its cash flows for each of the twaryg in the period ended Decembel
2008, and for the period from May 25, 2004 (datenakption) to December 31, 2008, in conformity hwéccounting principles genere
accepted in the United States of America.

The accompanying consolidated financial statembate been prepared assuming that the Company avilintie as a going concern. -
Company is a development stage enterprise engagegploration and development of oil and gas resmsirAs discussed in Note 2 to
consolidated financial statements, the Compsugck of operating revenues, operating losse® simeeption and need to raise additional fi
raises substantial doubt about its ability to cmni as a going concern. Managemgptans concerning these matters are also desdribiéote
2 to the financial statements. The financial statets do not include any adjustments that mightirésum the outcome of this uncertainty.

Deloitte AG
/s/ Roland Miillel /s/ Caleb Patterso
Roland Mdller Caleb Patterso

Auditor in charge

Zurich, Switzerland
April 15, 2009 (July 21, 2009 as to the effects of
the restatement discussed in Note 23)



MANAS PETROLEUM CORPORATION

(A DEVELOPMENT STAGE COMPANY)
CONSOLIDATED FINANCIAL STATEMENTS
AUDITED

CONSOLIDATED BALANCE SHEETS

12.31.200 12.31.200
usD usD

(restated-

ASSETS refer to
Note 2%)

Cash and cash equivalel 225'99: 8'480'77:
Restricted cas 7'951'78. -
Accounts receivabl 96'33¢ 148'34¢
Prepaid expenst 165'63: 125'92:
Total current assets 8'439'74¢ 8'755'04(
Debt issuance cos 254'31: -
Tangible fixed asse 231'24! 153'07:
Investment in associa 238'30:¢ 238'30:¢
Other nor-current assel - 62'27¢
Total non-current assets 723'86( 453'65i
TOTAL ASSETS 9'163'60¢ 9'208'697
LIABILITIES AND SHAREHOLDERS' EQUITY
Bank overdraf - 2'30¢
Accounts payabl 1'047'31! 110'15¢
Bank loan 1'220'00! -
Accrued expenses Albania fe - 400'00(
Accrued expenses Exploration ca 120'00( -
Accrued expenses VA - 264'98:-
Accrued expenses Professional f 259'12¢ 408'86:
Accrued expenses Intere 98'67¢ -
Accrued expenses Commissic 70'00( -
Other accrued expens 122'06t¢ 168'19:
Total current liabilities 2'937'18¢ 1'354'49¢
Loan owed to a shareholc - 39'32¢
Participation liabilities 640'00( -
Contingently convertible loa 1'739'17: -
Debenture: 3'448'541 -
Promissory notes to sharehold 540'64¢ -
Other nol-current liabilities 43'86% -
Total non-current liabilities 6'412'231 39'32¢
TOTAL LIABILITIES 9'349'41¢ 1'393'82¢
Common stock (300,000,000 shares authorized, US@1L(par value
119'051'733 and 112,156,488 shares, respectiwslyed and outstandin 119'05: 112'15¢
Additional pait-in capital 43'852'37: 21'550'63
Deficit accumulated during the development si (44'200'56) (13'904'45)
Accumulated other comprehensive inca 43'32: 56'53:
Total shareholders' deficit (185'81)) 7'814'87(
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 9'163'60¢ 9'208'697







MANAS PETROLEUM CORPORATION

(A DEVELOPMENT STAGE COMPANY)
CONSOLIDATED FINANCIAL STATEMENTS
AUDITED

CONSOLIDATED STATEMENTS OF OPERATIONS

For the year ended Period from
05.25.200
(Inception) to
12.31.200 12.31.200 12.31.200
usD uUsD usD
(restated- (restated-

OPERATING REVENUES refer to refer to

Note 27) Note 27)
Other revenue 635'31¢ 625'26: 1'375'72
Total revenues 635'31¢ 625'261 1'375'72¢
OPERATING EXPENSES
Personnel cos! (10'476'66) (5'656'721) (16'470'79)
Exploration cost: (4'649'54Y (1'216'511) (6'024'53)
Depreciatior (52'877) (15'637) (99'509
Consulting fee: (3'052'92() (1'400'85" (6'784'99Y)
Administrative cost: (2'724'47) (5'376'70) (10'217'03)
Total operating expense: (20'956'48) (13'666'43)) (39'596'86%)
Gain from sale of investme - - 3'864'19
Loss from sale of investme - (900 (900
OPERATING LOSS (20'321'162) (13'042'070) (34'357'847)
NON-OPERATING INCOME / (EXPENSE)
Exchange difference 64'79¢ (66'057) (24'149)
Warrants issuance exper (9'439'77) - (9'439'77)
Interest incomt 160'55¢ 297'14( 503'90¢
Interest expens (758'65°) (13'68%) (840'29)
Loss before taxes and equity in net loss of assoigi (30'294'240) (12'824'67() (44'158'157)
Taxes (1'867%) (82€) (3'540
Equity in net loss of associe - - (24'52%)
Minority interest in net incom - - (18'700
Net loss (30'296'10€) (12'825'49¢) (44'204'915
Weighted average number of outstanding sh 114'856'92 108'614'21 105'162'52
Basic and diluted loss per shar (0.26) (0.12) (0.42)




MANAS PETROLEUM CORPORATION

(A DEVELOPMENT STAGE COMPANY)
CONSOLIDATED FINANCIAL STATEMENTS
AUDITED

CONSOLIDATED CASH FLOW STATEMENT

For the year ended Period from
05.25.200
(Inception) to
12.31.200 12.31.200 12.31.200
usD uUsD usD
(restated- (restated-
OPERATING ACTIVITIES refer to refer to
Note 29) Note 29)
Net loss for the period (30'296'10¢) (12'825'49¢) (44'204'91%)
To reconcile net loss to net cash use¢
in operating activities
Minority interest in net incom - - 18'70(
Gain from sale of investme - - (3'864'19)
Loss from sale of investme - 90C 90C
Equity in net loss of associe - - 24'52:
Depreciatior 52'87i 15'63: 99'50¢
Amortization of debt issuance co 95'59¢ - 95'59¢
Warrant issuance expen 9'439'77! - 9'439'77!
Exchange difference (64'799 66'05: 24'14¢
Interest expense on contingently convertible | 59'17¢ - 59'17¢
Interest expense on debentu 246'52¢ - 246'52¢
Increase in participation liabilitie 640'00( - 640'00(
Decrease / (increase) in receivat 12'29¢ (220'39)) (256'77°)
Decrease / (increase) in other -current asset 62'27¢ (62279 -
(Decrease) / increase in accounts paye 937'15¢ (497'08¢) 510'99:
(Decrease) / increase in accrued expe (642'16%) 1'002'95. 528'45:
(Decrease) / increase in other -current liabilities 43'86 - 43'86
Stocl-based compensatic 9'790'87. 7'245'28! 17'036'16:
Cash flow from operating activities (9'622'63E) (5'274'424) (19'557'557)
INVESTING ACTIVITIES
Purchase of tangible fixed assets and computevaof (131'049 (164'42% (409'79¢
Sale of tangible fixed assets and computer soft - - 79'32¢
Proceeds from sale of investmi - - 4'000'00!
Restricted cas (7'951'789) - (7'951'789)
Acquisition of investment in associz - - (67'747)
Cash flow from investing activities (8'082'83%) (164'42%) (4'350'001)
FINANCING ACTIVITIES
Contribution share capital founde - - 80'01¢
Issuance of unit 1'849'42! 13'208'05! 15'057'48
Issuance of contingently convertible Ic 1'680'00! - 1'680'00!
Issuance of debentur 3'760'00! - 3'760'00!
Issuance of promissory notes to sharehol 540'64¢ - 540'64¢
Issuance of warran 670'57: - 670'57:
Cash arising on recapitalizati - 6'51( 6'51(
Shareholder loan repa (39'329 (370'59) (3'385'83))
Shareholder loan raist - - 4'653'72!
Increase in bank loz 1'220'00! - 1'220'00!
Payment of debt issuance cc (279'910) - (279'910)
(Decrease) / increase in bank overd (2'305) (16'699) -
Cash flows from financing activities 9'399'102 12'827'27¢ 24'003'201




Net change in cash and cash equivalen (8'306'36¢€) 7'388'421 95'64¢
Cash and cash equivalents at the beginning oféhHedq 8'480'77: 1'090'09: -
Currency translation effect on cash and cash etprits 51'58¢ 2'24¢ 130'34:
Cash and cash equivalents at the end of the peric 225'99: 8'480'771 225'99:
Supplement schedule of nc-cash investing and financing activities

Forgiveness of debt by major sharehol - - 1'466'05.
Deferred consideration for interest in CJSC Sowtidleum Co - - 193'00¢
Warrants issued to pay placement commission expt - 2'689'91l 2'689'91l
Debenture interest paid in common sh 213'47¢ - 213'47¢




MANAS PETROLEUM CORPORATION
(A DEVELOPMENT STAGE COMPANY)

CONSOLIDATED FINANCIAL STATEMENTS

AUDITED

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY / ( DEFICIT)

Accumulated

Deficit Other

accumulated Compre- Total share Compre-

Additional during the hensive holders' hensive

Number of Share paid-in development Income equity / Income

SHAREHOLDERS' EQUITY / (DEFICIT) Shares Capital capital stage (Loss) (deficit) (Loss)
Balance May 25, 2004 - - - - - - -
Contribution share capital from founde 80'000'001 80'00( 19 - - 80'01¢ -
Currency translation adjustme - - - - (77'087) (77'082) (77'087)
Net loss for the perio - - - (601'037) - (601'032) (601'037)
Balance December 31, 20C 80'000'00( 80'00C 19 (601'032) (77'082) (598'09%) (678'114)
Balance January 1, 2005 80'000'00(¢ 80'00C 19 (601'032) (77'082) (598'09%) (678'114)
Currency translation adjustme - - - 218'69¢ 218'69¢ 218'69¢
Net loss for the yee - - - (1'993'93) - (1'993'937) (1'993'93)
Balance December 31, 2005 80'000'00( 80'00C 19 (2'594'964) 141'617% (2'373'32¢)  (2'453'347)
Balance January 1, 2006 80'000'00C 80'00C 19 (2'594'964) 141'617 (2'373'32f)  (2'453'347)
Forgiveness of debt by major sharehol - - 1'466'05. - - 1'466'052 -
Currency translation adjustme - - - - (88'157) (88'159) (88'157)
Net income for the yet - - - 1'516'00:- - 1'516'004 1'516'00:-
Balance December 31, 2006 80'000'00( 80'00C 1'466'071 (1'078'960) 53'464 520'57¢ (1'025'49€)
Balance January 1, 2007 80'000'00(¢ 80'00C 1'466'071 (1'078'960) 53'464 520'57¢ (1'025'49€)
Recapitalization transaction (Note 20'110'401 20'11( (356'737) - - (336'627) -
Stocl-based compensatic 880'00( 88C 7'244'40¢ - - 7'245'28!¢ -
Private placement of Units, issued for ¢ 10'330'15; 10'33( 9'675'66° - - 9'685'99° -
Private placement of Uni 10'70¢ 11 (11 - - - -
Private placement of Units, issued for ¢ 825'22] 82E 3'521'23: - - 3'522'05 -
Currency translation adjustme - - - - 3'06¢ 3'06¢ 3'06¢
Net loss for the yee - - - (12'825'49)) - (12'825'49))  (12'825'49))
Balance December 31, 2007 112'156'48¢ 112'15€  21'550'63¢ (13'904'45¢€) 56'53% 7'814'87C  (13'847'927)
Balance January 1, 2008 112'156'48¢ 112'15€  21'550'63¢ (13'904'45¢€) 56'53< 7'814'87C  (13'847'927)
Stocl-based compensation (resta- refer to Note 23 2'895'24! 2'89¢ 9'787'97! - - 9'790'87: -
Private placement of Units, issued for c. 4'000'00( 4'00( 1'845'42! - - 1'849'42¢ -
Issuance of warran - - 10'110'34! - - 10'110'34! -
Beneficial Conversion Featu - - 557'98¢ - - 557'98¢ -
Currency translation adjustme - - - - (13'217) (13'217) (13'217)
Net loss for the period (restat- refer to Note 23 - - - (30'296'10i) - (30'296'10)  (30'296'10)
Balance December 31, 2008 (restated) 119'051'73: 119'052  43'852'37¢ (44'200'567) 43'322 (185'811) (44'157'24))




MANAS PETROLEUM CORPORATION
(A DEVELOPMENT STAGE COMPANY)
CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMEI
for the year ended December 31, 2008 and Decenih@087

1. CORPORATE INFORMATION

The consolidated financial statements of ManasoRetm Corporation ("Manas" or the “Company") anal subsidiaries (collectively,tte
Group”) for the year ended December 31, 2008 were authibfaressue in accordance with a resolution ofBrectors on April 14, 2009. Tl
Company considers itself to be a development stagepany since it has not realized any revenues ftsrplanned principal operatio
Accordingly, the Company presents its financiatesteents in conformity with accounting principlesngeally accepted in the United State
America (US GAAP) that apply in establishing opergtenterprises. As a development stage enterptiegeCompany discloses the de
accumulated during the development stage and thmilative statements of operations and cash floas fimception to the current bala
sheet date.

The Company, formerly known as Express Systems @atijon, was incorporated in the State of Nevadawdyg 9, 1998. The Group ha
focused strategy on exploration and developingil gas resources in Central Asia (Kyrgyz Repudiitt subsidiary in Republic of Tajikista
in the Balkan Region (subsidiary in Albania) ashaslin Latin America (subsidiary in Chile).

On April 10, 2007, the Company completed the Exgeafransaction whereby it acquired its then solesigliary DWM Petroleum AG, Ba
(“DWM Petroleum”) pursuant to an exchange agreement signed in Nowvegil® whereby 100% of the shares of DWM Petrolewene
exchanged for 80,000,000 common shares of the Coynges part of the closing of this exchange tratisac the Company issued 800!
shares as finders’ fees at the closing price afth3.

The acquisition of DWM Petroleum was accounted dsra merger of a private operating company intooa-aperating public she
Consequently, the Company is the continuing legagistrant for regulatory purposes and DWM Petroleisnmreated as the continu
accounting acquirer for accounting and reportingopses. The assets and liabilities of DWM Petroleemained at historic cost. Under
GAAP in transactions involving the merger of a pteyoperating company into a noperating public shell, the transaction is equintte the
issuance of stock by DWM Petroleum for the net maryeassets of the Company, accompanied by a tadiaption. The accounting
identical to a reverse acquisition, except thagjoodwill or other intangibles are recorded.

2. GOING CONCERN

The consolidated financial statements have beepaped on the assumption that the Group will comtiag a going concern. The Group
historically incurred losses and it incurred a 106§30,296,106 for the year ended December 318.2B8cause we have no operating revel
the Group will require additional working capital develop its business operations. The cash baksmoé December 31, 2008 was $8,177,
of which $7,951,784 had been restricted for a bgmtrantee for the first phase of the work progranAlbania (covering the seismic &
geological and geographical (“G&GEpsts in Albania) and two escrow accounts for ttet phase of our work program in Mongolia (cove
the seismic and G&G cost in Mongolia), leaving aaikable balance of $225,993.

On January 22, 2009, the restricted cash in Moageés reduced from $4,000,000 to $2,000,000 inesgeat with the Mongolian authoriti
The Group immediately repaid its bank loan of $0,220 and accumulated interest of $34,248. As altrghe Group was able to free up ¢
in the amount of $746,752 net of all costs and gésmat the Group’s own disposal (no restrictiohmoitation of these funds after release).

As of February 1, 2009, the corporate cost basebead reduced significantly and therefore, alsoetkgected monthly burn rate from aro
$650,000 to around $320,000. The main source ofdlsesavings stem from a reduction in the numbeeosonnel as well as significant sa
cuts at the Board of Directors level.

On April 3, 2009, we successfully negotiated newlkwarograms for our exploration blocks A & B and&DE in Albania with the Albania
authorities (AKBN), which allows us to reduce thank guarantee, held as restricted cash on our atzom behalf of exploration work
Albania, by $2,541,800. There are no further restms or limitations to these funds after the asks which is expected to take place by /
30, 2009




MANAS PETROLEUM CORPORATION
(A DEVELOPMENT STAGE COMPANY)
CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMEI
for the year ended December 31, 2008 and Decenih@087

following completion of the procedural formalitids.addition the Company is in negotiation for aligéional loan of $1,300,000, which will
secured by the remaining escrow funds in Mongolia.

Based on the revised cost base as well as fregincash from the bank guarantee in Albania and fiteoer accounts in Mongolia and
additional loan of $ 1,300,000, the Group estim#tes it has sufficient working capital to fund oaions for eight months from April 2009.
order to continue to fund operations through M&06lh0 and execute the strategy to develop its agbet$Group will require further funds
expects to secure these additional funds througisible disposals or farmdts of its existing interests and the Group igentty in activ
negotiations with interested parties for such taatiens.

The Group intends to raise additional working capitrough private placements, public offeringmlbéinancing and/or advances from relz
parties or shareholder loans as well as limitiitaricial obligations by farmingut projects to third parties. During 2008, the @rantended t
float additional shares on the TSX Venture Exchaimg&oronto, Canada. It still plans to do so, hoemr\given the turbulence in the glo
equity markets, it now anticipates that the planfireahcing on the TSX will be postponed until I2@09.

The continuation of business is dependent uponirdbtasuch further financing. The issuance of dddal equity securities could result i
significant dilution in the equity interests of cemt or future stockholders. Obtaining commerc@dns, assuming those loans woulc
available, will increase liabilities and future hasommitments.

There are no assurances that the Group will be bmplete the disposals or faputs of its existing interests or to obtain additl
financing through either private placement, pulditerings and/or bank financing necessary to supfierworking capital requiremen
Nevertheless after making enquiries, and considettie uncertainties above, the directors have soreble expectation that the Group
have adequate resources to continues in operdtotise foreseeable future.

These conditions raise substantial doubt aboutitweip’s ability to continue as a going concern. The faianstatements do not include
adjustments relating to the recoverability andsifasation of asset carrying amounts or the amaunt classification of liabilities that might
necessary should it be unable to continue as gygmincern.

3. ACCOUNTING POLICIES

The Groups Consolidated Financial Statements are preparaddordance with accounting principles generallyepted in the United States
America (US GAAP). The preparation of financialtetaents in conformity with US GAAP requires managaimto make estimates ¢
assumptions that affect the reported amounts datgsskabilities and disclosures, if any, of coggmt assets and liabilities at the date o
financial statements. Actual results could difi@mi these estimates.

Scope of consolidation

The consolidated financial statements include MdMetsoleum Corporation and all companies which MaPetroleum Corporation directly
indirectly controls (over 50% of voting interesthe companies included in the consolidation atedisn Note 15.

Investments in which the Company exercises sigifignfluence, but not control (generally 20% t®&0wnership) are accounted for us
the equity method. The Group’s share of earningbsses is included in consolidated net income thedGroups share of the net asset
included in long-term assets.

Principles of consolidation

The annual closing date of the individual finan@tdtements is December 31, with all cost and irc@dems being reported in the periot
which they relate. Intercompany income and expenseliding unrealized gross profits from interf@loup transactions and intercomp
receivables, payables and loans, have been



MANAS PETROLEUM CORPORATION
(A DEVELOPMENT STAGE COMPANY)
CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMEI
for the year ended December 31, 2008 and Decenih@087

eliminated. Companies acquired or divested in tharse of the year are included in the consolidditeahcial statements as of the dat
purchase respectively up to the date of sale.

Minority interests in the net assets of consolidatebsidiaries are identified separately from theup’s equity therein. Minority interes
consist of the amount of these interests at the dathe original business combination and the miiyiG interest in equity since the date
acquisition. Losses applicable to the minority iegt in excess of the minority’s interest in thésdiary’s equity are allocated against
interests of the Group except to the extent thatnimority has a binding obligation and is ablertake an additional investment to cover
losses.

Foreign currency translation

The consolidated financial statements of the Grangppresented in US dollars (“USD” or “$”). The @ar Companys functional currency is tl
US dollar.

Generally, the local currency is used as the foneti currency by each of the Group’s subsidiarlédee Companys Swiss subsidiary DW
Petroleum changed its functional currency from3féss Franc (CHF) into the US dollar (USD) as ofulay 1, 2007. The change in functic
currency was triggered by the signing of an agreeéméth Santos. Subsequent to the signing of theergent the majority of the Group
transactions were denominated in USD. The Compaigjik subsidiary Somon Oil, which was founded2®06, uses Tajikistan Som:i
(“TJS”) as its functional currency. Transactions are remwrdsing the exchange rate at the time of the drdios. All resulting foreig
exchange transaction gains and losses are recagnitiee Group’s statement of operations.

Income, expenses and cash flows of the consolidatéties have been translated into US dollars (W& ng an average exchange rate o
period. Assets and liabilities are translated ushmgperiod end exchange rates. Translation diffee are recorded arising from movemen
the exchange rates used to translate equity, setadarnings and other equity components and netriador the year are allocated directl
the cumulative translation differences.

The table below outlines the exchange rates udilize

IAverage Rate 2009 2007
TJY TJY
USD 3.429] 3.442]

Balance Shee

perioc-end rate: 2009 2007
TJY TJS
USD 3.4514 3.4644TJS = Tajikistan Somoni

Cash and cash equivalents

Cash and cash equivalents include highly liquidestinents with original maturities of three monthdess (petty cash, bank balances
fiduciary deposits).

Accounts receivable and prepaid expenses

This position includes receivables from third pestivalue added taxes, withholding taxes, loarertployees, prepaid expenses for goods
services not yet received as well as income fraanctirrent year that will not be received until fbkbowing year. The carrying amount of th
assets approximates their fair value. There iseatiy no reserve for bad debt.

Tangible fixed assets, computer software and deprigtion



MANAS PETROLEUM CORPORATION
(A DEVELOPMENT STAGE COMPANY)
CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMEI
for the year ended December 31, 2008 and Decenih@087

Tangible fixed assets (office equipment, vehicfasniture and leasehold improvements) and compséiwvare are recorded at cost and
depreciated on a straight-line basis over the fatig estimated useful lives:

Office equipment 4 years
Vehicles 5 years
Furniture 5 years
Leasehold improvements 5 years
Computer software 2 years

Tangible fixed assets are reviewed for impairmehémever events or changes in circumstances indicatehe carrying amount of the as
may not be recoverable. The carrying value of gdored asset or asset group is considered to beiisthavhen the undiscounted expes
cash flows from the asset or asset group are fegsits carrying amount. In that event, an impairtriess is recognized to the extent thar
carrying value exceeds its fair value. Fair valsi@étermined based on quoted market prices, wheigahle, or is estimated as the pre
value of the expected future cash flows from theeter asset group discounted at a rate commeaswitthtthe risk involved.

Leased assets

Assets acquired under capital leases are capilatisd depreciated in accordance with the Groyglicy on property, plant and equiprr
unless the lease term is shorter.

Rentals payable under operating leases are chtogbd income statement on a straight line basis.
Current liabilities

Current liabilities include current or renewablebiilities due within a maximum period of one ye@urrent liabilities are carried at th
nominal value, which approximates fair market value

Non-current liabilities

Non-current liabilities include all known liabilitiessger year end, which can reliably be quantifiethvai due date of at least one year afte
date of the balance sheet. Non-current liabiliiesinitially recorded at fair value and are sulsedqly carried at amortized cost.

Taxes
Taxes on income are accrued in the same peridteagvenues and expenses to which they relate.

Deferred taxes are calculated on the temporargrmifices that arise between the tax base of an arskability and its carrying value in t
balance sheet of the Group companies prepareafeaotidation purposes, with the exception of terappdifferences arising on investment
foreign subsidiaries where the Group has plangtmpnently reinvest profits into the foreign submgiigs.

Deferred tax assets on tax loss cdogwards are only recognized to the extent thi firobable that future profits will be availabledathe ta
loss carry-forward can be utilized.

Changes to tax laws or tax rates enacted at ttndalsheet date are taken into account in therdigi@tion of the applicable tax rate provii
that they are likely to be applicable in the pendukn the deferred tax assets or tax liabilitiesraalized.

The Group is required to pay income taxes in a rermol countries. Significant judgment is requiraddetermining income tax provisions i
in evaluating tax positions.

The Group recognizes the benefit of uncertain w@sitpns in the financial statements when it is enlikely than not that the position will
sustained on examination by the tax authoritie® Bénefit recognized is the largest amount of enelfit that is greater than 50 percent lil
of being realized on settlement with the tax authipassuming full knowledge of the position andl relevant facts. The Group adjusts
recognition of these uncertain tax benefits inghgod in which new information is available impagteither the recognitio
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of measurement of its uncertain tax positions.regeand penalties related to uncertain tax postare recognized as income tax expense.
Revenue Recognition

Revenue is recognized to the extent that it is gt that the economic benefits will flow to theoGp and the revenue can be relii
measured. The Group'revenue consists of consulting fees from corgradth fees based on time and materials which ecegnized as tl
services are performed and amounts are earned @tih® premiums received for the farm-out of theo@r's exploration interests. \
consider amounts to be earned once evidence ofranggment has been obtained, services are dalivieres are fixed or determinable,
collectability is reasonably assured.

Exploration and evaluation costs

For exploration and evaluation costs the success$fatits method is applied. All current costs reggret geological and geophysical explore
costs and have therefore been charged to the staterhoperations as incurred.

Related parties

Parties are considered to be related if one parggttly or indirectly controls, is controlled byt & under common control with the other pe
if it has an interest in the other party that giitesgnificant influence over the party, if it hpsnt control over the party, or if it is an as&ie o
a joint venture. Senior management of the compartjose family members are also deemed to be tefzdies.

Pension plans

In accordance with Statement of Financial AccountBtandards No. 158, EmploygrAccounting for Defined Benefit Pension and C
Postretirement Plans (“SFAS 158the Group recognizes the funded status of the e@fibenefit plans in the balance sheet. Actuarigisganc
losses are fully recognized in the statement ofatjmns of the respective period.

Stock based compensation

Stock-based compensation costs are recognizedrminga using the faivalue based method for all awards granted. Compienseosts fc
unvested stock options and awards are recognizegrinings over the requisite service period basethe fair value of those options
awards. For employees fair value is estimatedeagthnt date and for n@mployees fair value is remeasured at each regodtite as requir
by EITF 96-18. Fair values of awards granted utidershare option plans are estimated using a Blatioles option pricing model. The mc
input assumptions are determined based on availalgl;mal and external data sources. The risk faée used in the model is based on the
treasury rate for the expected contractual ternpeEted volatility is based on a weighted baskétistbric peer group data.

4. NEW ACCOUNTING STANDARDS NOT YET ADOPTED

In December 2007, the Financial Accounting Stansl@dard (“FASB”)issued Statement on Financial Accounting Standbiuls141(R)
Business Combinations, an amendment of FASB StateMe. 141 (“SFAS 141(R)")As part of the conversion project with the Interoaal
Accounting Standard Board (IASB) this statementlengents new application rules for acquisition acttimg such as exclusion of transac
costs from the purchase price allocation and reitiognof acquired In-Process Research and Developrag an indefinitdived intangibl
asset. The standard is effective for fiscal yeagirming after December 15, 2008 and should beiepplrospectively. Early adoption is
permitted. This standard will affect acquisitiorikeaJanuary 1, 2009.

On December 4, 2007 the FASB issued SFAS No. 66;controlling Interests in Consolidated Financ&htements An Amendment of Al
No. 51. SFAS 1€establishes new accounting and reporting standards

5



MANAS PETROLEUM CORPORATION
(A DEVELOPMENT STAGE COMPANY)
CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMEI
for the year ended December 31, 2008 and Decenih@087

the noneontrolling interest in a subsidiary and for thealesolidation of a subsidiary. Specifically, thiatement requires the recognition
non-controlling interest (minority interest) as equitythe consolidated financial statements and sépém@m the parent's equity. The amour
net income attributable to the neontrolling interest will be included in consoliddtnet income on the face of the income statens#tAS 16!
clarifies that changes in a parent's ownershipréstein a subsidiary that do not result in decadatibn are equity transactions if the pa
retains its controlling financial interest. In afilol, this statement requires that a parent re@egaigain or loss in net income when a subsi
is deconsolidated. Such gain or loss will be messwsing the fair value of the napntrolling equity investment on the deconsolidatitate
SFAS 160 also includes expanded disclosure reqeimeregarding the interests of the parent anddtscontrolling interest. SFAS 160
effective for fiscal years, and interim periodshiit those fiscal years, beginning on or after Dewend5, 2008. Earlier adoption is prohibi
The impact, if any, to the Group from the adoptidiSFAS 160 in 2009 will depend on the developntérur business at that time.

The Emerging Issues Task Force (“EITF”) has issbEF Issue No. 07-5Determining Whether an Instrument for an Embeddedtéie I
Indexed to an Entity's Own Sto(This standard is effective for annual and interiarigpds beginning after December 15, 2008. This |
addresses the determination of whether an instrurfeenan embedded feature) is indexed to an estiiwn stock. Based on this revi
guidance the Company is evaluating the impactttiiatstandard will have on our financial stateme@sr current analysis indicates that
will be required to reclassify all of our warrarftem equity to liabilities and record subsequenargdes in fair value in the statemen
operations. The adoption of EITF G/will also require an adjustment to the openinahee of retained earnings for the cumulative eftd
the change in accounting principle.

5. CASH AND CASH EQUIVALENTS AND RESTRICTED CASH

USD (held
USD (held USD (held USD (held in other| USD TOTAL USD TOTAL
in USD) in EUR) in CHF) currencies) Dec 31, 200 Dec 31,200]
Cash and Cash Equivalents 123,258 520 98,262 3,953 225,993 8,480,771

Cash and cash equivalents are available at thepGrawn disposal, and there is no restriction ortltion on withdrawal and/or use of th
funds. The Grous cash equivalents are placed with high creditdréiteancial institutions. The carrying amount oésle assets approxime
their fair value.

The Group has a bank guarantee for the Albaniajegrof $3,951,784 to be used for investments inGG&nd seismic work carried out
Albania. The funds in the bank guarantee will batitwously reduced on a monthly basis in accordavitie negotiations with the Albani.
government and are available at the Group’s owpaodial thereafter (there is no restriction or liméta of these funds after their release).

The Group has two escrow accounts for the Monggaiject of $2,000,000 each (total $4,000,000) Wwhiover the G&G and seismic wi
expected to be carried out in Mongolia for Phas@He funds in the escrow accounts will remain uBtilase 1 of the work program
completed in accordance with the Mineral Resouamras$ Petroleum Authority of Mongolia and are avddéaht the Groug own dispos:
thereafter (there is no restriction or limitatiohtbese funds after their release). If the Groupsdnot complete Phase 1 these funds w
forfeit.

6. TANGIBLE FIXED ASSETS
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2007 Office Equipment Vehicles Leaseholc Total
& Furniture Improvements

UsD UsD USD USD
Cost at January 1 5,43¢ - - 5,43¢
Recapitalization transaction (Note 3,407 - - 3,407
Additions 69,00: 53,00( 42,424 164,42!
Cost at December 3: 77,84¢ 53,00( 42,42¢ 173,26
Accumulated depreciation at January 1 (1,438 - - (1,438
Recapitalization transaction (Note (3,123 - - (3,123
Depreciatior (5,909 (9,000 (724 (15,633
Accumulated depreciation at December 3 (10,471 (9,000 (724 (20,195
Net book value at December 3 67,374 44,00( 41,70( 153,07
2008 Office Equipment Vehicles Leaseholc Total

& Furniture Improvements

USsD USD USD USD
Cost at January 1 77,84¢ 53,00( 42,424 173,26!
Additions 51,71¢ 74,37¢ 4,95: 131,04t
Cost at December 3: 129,56: 127,37¢ 47,37¢ 304,31
Accumulated depreciation at January 1 (10,471 (9,000 (724 (20,195
Depreciatior (26,083 (17,400 (9,394 (52,877
Accumulated depreciation at December 3 (36,554 (26,400 (10,117 (73,072
Net book value at December 3 93,00¢ 100,97¢ 37,25¢ 231,24!

Depreciation expense and accumulated depreciaiithé year ended December 31, 2008 were $52,8Y$&8,072, respectively.
7. STOCK COMPENSATION PROGRAM

On May 1, 2007 the Board of Directors approveddtanting of stock options according to a NonquadifStock Option Plan. This stock opt
plan has the purpose (a) to ensure the retentitimeo$ervices of existing executive personnel,dmyployees, and Directors of the Compar
its affiliates; (b) to attract and retain competeatv executive personnel, key employees, conssl@amd Directors; (c) to provide incentive
all such personnel, employees, consultants andci® to devote their utmost effort and skill te tadvancement and betterment of
Company, by permitting them to patrticipate in thenership of the Company and thereby in the sucaedsincreased value of the Comp:
and (d) allowing vendors, service providers, cosus, business associates, strategic partnersptheds, with or that the Board of Direct
anticipates will have an important business refetiop with the Company or its affiliates, the ogpaity to participate in the ownership of
Company and thereby to have an interest in theesscand increased value of the Company.

This plan constitutes a single “omnibus” plan, M@nqualified Stock Option Plan (“NQSO Planthich provides grants of nonqualified st
options (“NQSOs"). The maximum number of sharesafimon stock that may be purchased under the $126,000,000.

On May 2, 2007, the Company granted 7,850,000 stptibns to employees and consultants at a pri¢¢Sid 4.00 per share. The closing sl
price at grant date was USD 3.55, hence the sprilee was out-of-thenoney. These stock options vest over 36 months WitB vested p
guarter. Compensation cost, being the fair valuthefoptions at the grant date, is calculated t&88® 13,352,850 of which USD 1,112/
will be expensed every quarter as the remainddr ves

On May 2, 2007, the Company granted 900,000 stptioms to consultants at a price of USD 4.00 parehThese stock options vest ove
months with 1/12 vested per quarter. The consulérgense for the year ended December 31, 2007 43,604 and for the year en
December 31, 2008 it was a credit of $322,450 tiespfrom the significant decrease in the fair wabf the options over the year.
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On June 1, 2007, the Company granted 1,500,00®& syoiions to an Officer and Director at a priceU8D 4.90 per share. The strike p
represents the closing share price on the graet daese stock options vest over 36 months witR Y&sted per quarter. Compensation
being the fair value of the options at the grartedss calculated to be USD 3,933,584 of which UBIF,799 will be expensed every quarte
the remainder vest.

On June 25, 2007, the Company granted 400,000 stoiiéns to an Officer at a price of USD 5.50 pleare. The strike price represents
closing share price on the grant date. These siptikns vest over 36 months with 1/12 vested partgu. Compensation cost, being the
value of the options at the grant date, is caledldab be USD 1,185,412 of which USD 98,784 willdxpensed every quarter as the remal
vest.

On February 1, 2008, the Company granted 1,000s88¢k options to Officers at a price of $2.10 pears. The strike price represents
closing share price on the grant date. These siptikns vest over 36 months with 1/12 vested partgun. Compensation cost, being the
value of the options at the grant date, is caledab be $1,127,410 of which $93,951 will be expensvery quarter as the remainder vest.

On March 3, 2008, the Company granted 150,000 shtaremployees in Albania and 1,219,893 sharesnsultants as payment for servi
(market price at grant date $2.05 per share). Cosgi®n costs are calculated to be $2,808,281hi®ftharge, $307,500 and $2,500,781
recorded in personnel costs and consulting fegreotisely.

On October 21, 2008, the Company granted 1,160sb@@es to employees as a bonus payment (market atrigrant date $0.50 per she
Compensation costs are calculated $580,000, athath was recorded in personnel costs.

On November 21, 2008, the Company granted two lresmof 500,000 stock options each to a Directar @tice of $0.32 per share. The st
price for one tranche was set at a premium of P42& the closing share price on the grant dateOo88and the strike price for the sec
tranche was set at a premium of 146.9% to thergjosiare price on the grant date or $0.79. Thes& siptions vest over 36 months with 1
vested per quarter. Compensation cost, being thedhle of the options at the grant date, is dakeud to be $66,475 (strike $0.68) and $60
(strike $0.79), respectively, of which $5,540 al0F9, respectively, will be expensed every quarsethe remainder vest.

The fair value of all of the options was determineihg the Black-Scholes option pricing model usin§year expected life of the option
volatility factor of 50% and 60%, a risk-free ratebetween 3.2% and 5.0% and no assumed dividead ra

For the year ending December 31, 2008, the Compasgrded a total charge of $9,577,394 in respetii@fequity awards granted under
stock compensation (2007 4,278,089). Of this total charge, $7,399,063 and #2331 were recorded in personnel costs and tongsiees
respectively (2007 - $3,937,485 and $340,604 resmbg for the same period during 2007).

8. DEBENTURE

On April 30, 2008, the Company successfully negetiea mezzanine tranche of bridge financing argkda$4,000,000 through the issuanc
4,000 debenture notes (Debentures) of $1,000 e#tli 800,000 detachable warrants. The warrantexaeisable to purchase the Company’
unregistered common shares at $2.10 per share direkpire on April 30, 2010. The net proceeds gfiaying a finders fee were $3,790,(
The Debentures bear an interest of 8% per annumbpaywice a year (June and December) and arertupayable in full two years from t
date of issuance (April 30, 2010). The Debentussstme prepaid along with any unpaid interest atGbmpanys request without prepaym
premium or penalty. The Debentures can be convéntedunregistered common shares at any time oraddnof the holder at a convers
price based upon the average price of the 20 daglsg price prior to conversion and subject téoarfof $1.00 per share. Interest can be

in the equivalent amount of unregistered commomeshaf the Company. If the Company issues sharegrézeeds in excess of $40,000,!(
then up to 50% of the proceeds are required tcsbd to pay down the Debentures.
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The aggregate proceeds received have been allobateden the detachable warrants and the Debentures relative fair value bas
Accordingly, $240,000 was credited to additionabtiga capital with respect to the warrants.

At the date of issuance the conversion price detesthin accordance with the Debenture agreementegasthan the actual share price or
issuance date. This resulted in a beneficial caiorrfeature of $557,989, which has been amortisgag the effective interest rate method
recorded as part of interest expense over the @éthe Debenture.

Debt issuance costs of $210,000 were incurred alhevamortized over the term of the Debenturéagithe effective interest rate method.

For the year ended December 31, 2008, we havetadctiee Debentures for the discount, including likeeficial conversion feature, t
relates to the current period ($246,529).

9. WARRANTS

As of December 31, 2008, the Company had a totdl7¢933,989 warrants outstanding to purchase comstamk. Each warrant entitles
holder to purchase one share of the Commangmmon stock. The Company has reserved 17,933}888s of common stock in the event
these warrants are exercised. The average stiite @frthe warrants is $2.51.

For the year ended December 31, 2007, the Compaahya lotal of 12,933,989 warrants outstanding techmse common stock and the ave
strike price of the warrants was $3.03. These wisrianclude:

e 5,170,430 Series A Warrants exercisable at $2.0@ e and 5,170,430 Series B Warrants exercisalfi¢.00 per share; of which
are exercisable at the option of the holder, haveedlemption features, and are settled on a pHys&sds. The Series A Warrants
exercisable at any time following their issuancé Wwill expire on April 10, 2009 to the extent thaye not exercised. The Serie
Warrants are exercisable at any time followingrtiesuance but will expire on April 10, 2010 to #wdent they are not exercised.

e 1,734,613 warrants exercisable at $2.00 each poirdoahe issuance of a private placement unitroffe These warrants expire
April 10, 2010.

e 825,227 warrants exercisable at $5.50 each pursaahe issuance of a private placement unit afferiThese warrants expire on .
31, 2009.

e 33,289 warrants exercisable at $4.50 each pursaahe issuance of a private placement unit oftgrifhese warrants expire on July
20009.

For the year ended December 31, 2008, the Comangd 5,000,000 warrants to purchase common stbekse warrants include:

e 1,000,000 warrants exercisable at $2.10 each puir$aahe issuance of a Debenture unit offeringeSehwarrants expire on April .
2010.

e 4,000,000 warrants exercisable at $0.95 each poirdoahe issuance of a private placement unitroffe These warrants expire
September 4, 2010.

The fair value of the warrants was determined usiiegBlack-Scholes option pricing model using gear term of the warrants, a volatility
50%, a risk free rate of 5.0% and no assumed dididate.

As a result of the subsequent equity sales adjudtoiause included in most of the Companwarrant agreements, the private placeme
September 4, 2008 caused the Company to repri@3, 389 warrants to the last equity issuance g#6e59) and increase the numbe
common shares to be issued upon exercise of thamtarto 69,966,707. The resulting repricing issidared to be a cancellation of the orig
warrant
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agreements and the issuance of new warrants agnéeri&e accounting impact is to record an expémsthe difference in the fair value
the new warrant agreements and the fair valueeobtiginal warrant agreements immediately prioth® adjustment. The result was a charg
$9,439,775 recorded in the quarter ended Septe®ih@008 and a corresponding increase to additjmeudl in capital.

10. BANK LOAN

On September 21, 2008, the Company entered irdaradgreement (“Debt”) with a group of investors aaised a principal amougrtjualing
$2,440,000. Proceeds of $1,220,000 were receivéteigear ended December 31, 2008. The Debt cantemest of 12% per annum payabl
the date of maturity and is payable in full on ®epber 21, 2009. No issuance costs apply. Due tglttel financial crises, the counter pi
asked the company to forfeit the second tranch&l#20,000 late in November 2008. Therefore, thel ©ebt amount raised during the
ended December 31, 2008 was $1,220,000 and n@é$tthas to be paid on the outstanding portion ¢22k1,000. The bank loan was ref
subsequent to year end. Refer to Note 22.

11. CONTINGENTLY CONVERTIBLE LOAN

On August 18, 2008, the Company issued contingartthyertible loans (the “LoansWith a principal amount of $2,000,000 and dispost
8% of its interest in its operations in Mongolidated to Blocks XIIl and XIV for aggregate proceeufs$2,000,000. The net proceeds ¢
paying finders fees were $1,860,000. The Compangsigonsible for the Loan holdsrshare of the exploration costs attributable ks Xl
and XIV through phases 1, 2 and 3, hereinaftermefeto as the Participation Liability.

The Company has allocated part of the gross preceed Participation Liability for the explorati@osts related to the 8% interest in Blc
Xl and XIV in Mongolia provided to the unit holdeThe Company has estimated that there is a rahgests that could be incurred thro
exploration phases 1, 2 and 3. The total minimutimased expenditures for phase 1, the only phaaeistcurrently probable, is $4,000,000
therefore, a Participation Liability of $320,000sHzeen recorded. This liability will be reducedeapenses are incurred. The liability will be
evaluated in future periods and any change willdeerded immediately in the statement of operations

The Loans carry an interest rate of 8% per annudhadinprincipal and accrued interest is payabléuihtwo years from the date of issua
(August 18, 2010). The Loans are secured by thei@sassets in the Kyrgyz Republic.

The principal and any accrued but unpaid inter@sthe Loans is convertible, in whole or in parttta option of the holders if the Grc
conducts a public offering at the prevailing marggte. The conversion feature represents an enalgeddrivative that is not indexed to
Companys own shares because it is convertible at a variptite. Accordingly, it must be recorded as ailitgbat fair value with changes
fair value recorded in the statement of operatidkisinception and December 31, 2008, the Compars/ d&timated the fair value of -
conversion option at zero.

The initial carrying amount of the Loans of $1,68W) will be accreted to the redemption amount g8$2,000 over the term of the loans u:
the effective interest method.

For the period ending December 31, 2008, we haweetarl the Loans for the discount that relatebécctrrent period ($59,178).
12. PROMISSORY NOTES TO SHAREHOLDERS

On December 5, 2008, the Company borrowed $5401646 four Directors at no discount to the principatount by selling promissory na
to shareholders (“Shareholder Notes'he parties agreed that no interest shall accruth@rShareholder Notes unless the Company bre
the repayment schedule. The repayment of the pah@mount of the Shareholder Notes has to occtlieifCompany raises greater t
$1,000,000 in financing or 90 days after writtemdad for repayment by the Shareholder Notes holdeich ever is first. The Company n
also repay any or all of the principal amount of tBhareholder Notes at any time without notice,usoor penalty. In the event that
Company fails to make a payment when it is due thepany
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will pay interest on the outstanding principal ambaof the Shareholder Notes at the rate of 12%apaum until the Shareholder Notes are
in full.

For the year ended December 31, 2008, the Compasynbt received any written demand for repaymedtdid not raise $1,000,000
financing. Therefore, it is not obliged to repag tkebt within the next 90 days.

13. PRIVATE PLACEMENT

On September 4, 2008, the Company conducted at@nilacement in which it sold 4,000,000 units 260,000, or $0.65 per unit. Each

consisted of one share of common stock, one waarashian interest in rights granted to us by thedwihResources and Petroleum Authorit
Mongolia with respect to certain production sharguntracts governing areas in Mongolia referrechidoBlocks 13 and 14. The Comp
agreed to cover the unit holdeshare of the exploration costs on Blocks 13 ahthdough exploration phases 1, 2 and 3 hereim edferred t:
as the Participation Liability.

Each of the 4,000,000 warrants granted under tharBies Purchase Agreement is exercisable foryars at $0.95 per warrant. The warr
carry “tag-along” registration rights such thaaifegistration statement (other than on Form S&-8yis filed, the holders may demand that
shares underlying their warrants be included irhsuggistration statement. If no such registratitatesnent is filed by January 4, 2009,
Company has to undertake its best efforts to fitegstration statement for the shares underlyfiegvtarrants by May 4, 2009. The Comg
did not file such registration statement by Janugr009. There is no financial penalty in the agrent should the Company fail to fil
registration statement.

Of the aggregate proceeds received of $2,600,0080,%71 has been allocated to the common stockvancnts based on their estimated
value, $320,000 has been allocated to the Particip&iability and the balance has been allocatethé Shareholders’ Equity.

The amount allocated to the Participation Liabilitgs determined in the same manner as the Patiaipaiability arising in connection wi
the Loans described in Note 11.

14. PARTICIPATION LIABILITY

In connection with the contingently convertiblehadescribed in Note 11 and the private placemesdriged in Note 13 a participation liabil
of $640,000 has been recorded.

For the year ended December 31, 2008, the Compasindt begun reducing the Participation Liabil#yitthas not incurred expenses on t
work programs.

15. RELATED PARTY DISCLOSURE

The consolidated financial statements include thantial statements of Manas Petroleum Corporadiuth the entities listed in the followi
table:

Equity share Equity share

Country Dec 31, 200¢ Dec 31, 200°
DWM Petroleum AG, Baar (1 Switzerlanc 100% 100%
Manas Petroleum AG, Baar ( Switzerlanc 100% 100%
CJSC South Petroleum Company, Jalalaba Kyrgyz Republic 25% 25%
CJSC Somon Oil Company, Dushanbe Rep of Tajikistar 90% 90%
Manas Petroleum of Chile Corporation, Victoria Canad: 100% n/a
Manas Management Services Ltd., Nassal Bahama: 100% n/a
Manas Chile Energia Limitada, Santiago Chile 100% n/a

(1)  Including Branch in Albanii

(2) Founded in 200

(3) CJSC South Petroleum Company was founded by DWkbleein AG; equity method investee that is not ctidated
(4) CJSC somon Oil Company was founded by DWM Petrol&@y

(5) Founded in 200.

(6) Manas Chile Energia Limitada was founded by Manasdgement Services Ltd.; founded in 2
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The Directors, management and employees of the gGosn 60% of the outstanding shares. Ownershipvantithg right percentages in 1
subsidiaries stated above are identical to thetgghares.

On October 4, 2006 a contract was signed with Sahtternational Holdings PTY Ltd. (“Santost) sell a 70% interest in CJSC Sc
Petroleum Company, Jalalabat for a payment of $4000, a two phase work program totalling $53,500,(Phase 1: $11,500,000, Phas
$42,000,000), additional working capital outlays$df,000,000 per annum and an eaut-of $1,000,000 to former DWM shareholders t
settled in shares of Santos if they elect to einterPhase 2 of the work program. If Santos doésrercise the option to enter into Phase 2
70% interest is returned to DWM Petroleum at nd.c@s December 2, 2008, Santos announced to eritePhase 2 and the easat was pai
to former DWM shareholders.

In the event Santos spends in excess of $42,00m00the appraisal wells, the Company would be aidid to pay 30% of the exc
expenditure.

CJSC South Petroleum Company summarized financiahformation:

The following summarized financial information as@ecember 31, 2008 and for the period from Jandar®008 to December 31, 200¢
well as of December 31, 2007 and for the periochfdanuary 1, 2007 to December 31, 2007, is preddoteCISC South Petroleum Comp
which is a material equity method investee thatosconsolidated:

Condensed Balance Sheet 2008 2007
31.12.2008 31.12.2007

in $ thousand in $ thousand
Current assets 4,327 498
Non-current assets 5,044 135
Current liabilities 161 38
Non-current liabilities 11,207 1,500
Condensed Income Statement 2008 2007

in $ thousand in $ thousand
Gross revenues 0 0
Gross profit 0 0
Loss from continuing operations 5,509 989
Net loss 5,509 989

The Group is not recording its share of the los§he.contractual agreement requires Santos tolpaf/the costs currently.
CJSC Somon Qil (Tajikistan)

On December 10, 2007 DWM Petroleum (100% subsidirylanas) & Santos entered into an Option Agrednuader which Santos ha
unilateral option to elect for those parties to@re at a later stage, a Farm In Agreement forda irlerest in DWM Petroleum’s “Westa(e:
Navobo-Obchai Kalacha) Tajikistan License and a proposediNTajik licence. Manas Petroleum expects thetiNdmjik Licence to b
granted to Somon Oil in the near future.

Under the Option Agreement, Santos will pay an amaguivalent to the seismic acquisition costshie Tajik area (approximately $.
million) in consideration for a call option to farm to Somon Oil's prospecting licences. The Optioay be exercised by Santos any -
during the option period. The option period comnanon the date of the option agreement and exgaftes 6 months unless extended dt
certain conditions not being met.

1. Somon Oil must have been granted exclusive rightketvelop any field development covered by thedReim Licenses

2. A royalty or profit sharing agreement is enteret inetween Somon Oil and the Tajik Authorities;
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3. Santos must have Board appro

Santos has only a period of 3 months after (1)(@hdre satisfied, to satisfy (3). As condition {&s not fully satisfied yet, the option perio
being further extended.

In connection with the option agreement, DWM Petoh's subsidiary Somon Oil has entered into a seisngeesment wit
Saratovneftegeofizika (SNG) under which SNG is #ore out approximately 110 km of 2D seismic acdigsi in Tajikistan (Seism
Agreement). The Seismic Agreement underlies th@ogreement and is designed to meet a condigbibys the Tajik authorities, where
once work has commenced in the West licence, attiaal licence area, the North Tajik license, niygranted to Somon Qil.

In the event that Santos elects to exercise it®opSomon Oil, DWM Petroleum and Santos will exedihe Farmin Agreement under whi
future funding obligations are set out over threages. Santosibligations will include costs associated with Heguisition of additional 2
seismic (Phase 1), the drilling of a number of exgion wells (Phase 2) and further appraisalidgl(Phase 3). Santos may elect to withc
at the completion of Phase 2.

Related Parties

The following table provides the total amount @fsactions that have been entered into with relsaeties for the relevant financial period:

Board of directors 01.01-12.31.0¢ 01.01-12.31.0°

USD USD

Payments to directors for office re 187,86° 115,21(
Payments to related companies controlled by dire:

for rendered consulting servic 11,39: 187,76¢

12.31.0¢ 12.31.0

UsD UsD

Loan from a directo - 39,32¢

Promissory notes from directc 540,64t -

The loans granted from directors are perpetualdeeth indefinite maturities and bear interest lolase market conditions. Consulting serv
by related parties are performed for a fee. Thissatiing agreement with the Company controlledh®y Director was cancelled on August
2007.

For the year ended December 31, 2008, the Group $iB1,391 to a firm which is controlled by one b&tCompanys Director for leg:
consulting services (2007 — nil).

16. TAXES
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Year endec Year endec
12.31.200 12.31.200
usD
(restatec-
refer tc
Note 27) UsD
Current tax 1,861 82¢
Tax expense for the yea 1,867 82¢€
Domestic income tax is calculated at 35 per cethh@festimated assessable profit for the
Taxation for other jurisdictions is calculated e rates prevailing in the relevant jurisdictio
The total change for the year can be reconcilédgaccounting profit as follow
Year endec Year endec
12.31.200 12.31.200
usD
(restatec-
refer tc
Note 27) usD
Income / (loss) before ta (30'294'240() (12,824,67)
Tax at the domestic income tax rate (3¢ 10'602'98. 4,488,63!
Valuation allowance domes (10'602'98) (4,488,63)
Tax at foreign income tax rate (16.2 4'907'66’ 2,077,59
Valuation allowance foreig (4'907'66") (2,07759)
Other tax effect: 1,861 82¢
Effective tax expenses for the yee 1,86 82€

MATURITY OF TAX-DEDUCTIBLE LOSS CARRY FORWARD

200¢ 2007

UsSD USD
2014 2'998'49. 2'998'49.
2015 - -
2026 869'60( 869'60(
2027 2'709'97! 2'709'97!
2028 15'272'99 -
Total tax-deductible loss carry forward 21'851'071 6'578'072

The Group changed its domestic tax domicile fronit&xand to the United States in April 2007 (charmg tax domicile of the ultimate Par
of the Group).

DEFERRED TAX ASSETS
200¢ 2007
usD usD
Deferred tax assets from operating loss carry fois 7,356,44! 1,738,60!

Valuation allowance for deferred tax ass (7,356,44) (1,738,60)
Total deferred tax asse - -

The Company assesses the recoverability of itsrdefeéax assets and, to the extent recoverabibigschot satisfy the “more likely than not
recognition criterion under SFAS 109, records aigabn allowance against its deferred tax asséts.Jompany considered its recent oper:
results and anticipated future taxable income sessing the need for its valuation allowar
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As of December 31, 2008, the total uncertain tasitfpms were zero. We have not identified any tagitions for which it is reasonably poss
that a significant change will occur during the n&® months.

The Group files taxes in Switzerland and the UnBéates of America. The years open to examinatier2806, 2007 and 2008.

17. ISSUED CAPITAL AND RESERVES

Shares Manas Petroleum Corporation 31 Dec 2008 31 Dec 2007
Total number of authorised shares 300,000,000 300,000,000
Total number of fully paid-in shares 119,051,733 112,156,488
Par value per share (in USD) 0.001 0.001
Total share capital (in USD) $119,052 $112,156

All shares are common shares. There are no diffestere categories, and all shares are quotedstotl exchange.
18. COMMITMENTS & CONTINGENT LIABILITIES
Legal actions and claims (Kyrgyz Republic, Republiof Tajikistan, Mongolia, Chile and Albania)

In the ordinary course of business, the associdisidiaries or branches in the Kyrgyz Republic, i#je of Tajikistan, Mongolia, Chile al
Albania may be subject to legal actions and comfgaiManagement believes that the ultimate liahilit any, arising from such actions
complaints will not have a material adverse effacthe financial condition or the results of futaggerations of the associate/subsidiaries i
Kyrgyz Republic, Republic of Tajikistan, Mongoli@hile and Albania.

During the initial phase of applying for our Chite&xploration license, a joint bidding group wasnied with Manas, IPR and Energy For
Each had a onthird interest. Of its own accord, Energy Focus tleé bidding group. Energy Focus prepared a sitter| which was signed
Manas and IPR. By the terms of this side letteerGy Focus was granted the option to rejoin thesodium under certain conditions.

Even though Energy Focus has been asked many tinjem the group by contributing its prorated shaf capital, they have failed to do
Despite this, Energy Focus claims that they arilesto participate in the consortium at any fettime, not just under certain conditions.
and Manas disagree with this interpretation.

No litigation has been commenced as of Decembe2@®18. Manas and IPR are firmly of the view thaefy Focus no longer has any rigr
join the consortium, as the previously agrupon conditions are no longer valid. While Energgls has not accepted this position, they
not commenced litigation.

At December 31, 2008, there had been no legal rstigainst the associate/subsidiaries or branchéisei Kyrgyz Republic, Republic
Tajikistan, Mongolia, Chile and Albania.

Management believes that the Group, including asssgsubsidiaries or branches in the Kyrgyz Repuytitepublic of Tajikistan, Mongoli
Chile and Albania are in substantial compliancehwiite tax laws affecting its operations. Howevbe tisk remains that relevant authori
could take differing positions with regards to npieetative issues.

In 2007, the Group entered into a share exchangeeamgnt with DWM Petroleum and the shareholde®\WM Petroleum. Under the shi
exchange agreement, the shareholders of DWM Patroleceived 80,000,000 shares of the Greug@mmon stock, equal to 79.9% of
Group’s outstanding common stock at the time, in exchdngel00% of the shares of DWM Petroleum. In additithe share exchar
agreement
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requires that the Group issue an aggregate of upntadditional 500,000 shares of the Grgupbmmon stock over time to the fon
shareholders of DWM Petroleum for every 50 millioarrels of P50 oil reserves net to the Group froqplaation in the Kyrgyz Republi
Albania, and Tajikistan up to a maximum of 2.5ibill barrels of P50 oil reserves. At the Graupption, this obligation can be extende
additional properties that are acquired throughaitteons of the former shareholders of DWM Petroieu

License agreements held by CJSC South Petroleum Ceany (Kyrgyz Republic)

According to the new updated Licenses the minimowvestments are as follows (met in full by Santos):

License Name Years 2009 - 2010

KGS usD
Tuzluk 14,400,000 400,000
West Soh 7,400,000 205,556
Nanay - -
Naushkent - -
Soh 14,400,000 400,000

License agreement held by CJSC Somon Oil (Republaf Tajikistan)

According to the License Agreement the minimum simeent is as follows:

License Name 2009 2010 2011 2012 2013
usD usD usD usD usD
West License 1,500,000 1,780,000 3,550,000 4,500,00 2,530,000

License agreements held by DWM Petroleum Albania Banch

Each PSC covers two blocks and sets out minimunk &od expenditure requirements for three phasespfdgrams for each set of blocks
mostly identical. If all three phases under theeagrents are completed, they will take seven yeacomplete and will require a minimi
expenditure of $15,620,000 for each set of blotkeeicomplete all three phases.

According to the signed Production Sharing CongreSCs) the minimum investment is as follows:

Production Sharing

Contract Years 2008 - 2011 Year 2012 - 2013 Year 2014 - 2016
usD usD uUsD

PSC 1 (Block A&B) 3,020,000 6,300,000 6,300,000

PSC 2 (Blocks D&E) 3,050,000 6,300,000 6,300,000

Chile Project (Joint Consortium IPR —Mans PetroleumCorp.)

On November 21, 2007, our consortium was awardeatishore Tranquilo Block by ENAP (Empresa Naciat@lPetréleazhile) in the firs
exploration round in Chile, although this award fiasto be memorialized in a final document witk hilean Ministry. The block, the larg
among the 10 exploration blocks offered (6,760%)ris situated in the Magallanes Basin in the sautpart of Chile, with high explorati
potential acreage with fields and infrastructurarbg. The contract with the government of Chile E@P") is expected to be finalized in 1
coming months. It should set out three exploraperiods of three, two and two years, respectivehd a production period of 25 years.
minimum exploration commitment by the Mari&R Consortium in Phase | will be $14,360,000, dfick the Group will be responsible
half of this commitment and IPR will be responsitdethe other half. IPR is the designated operafdhe block. The total minimum
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outlay for the exploration project in Chile will 83,200,000, of which the Group will be resporesitor half of this commitment and IPR v

be responsible for the other half.

Operating leases

The Group has entered into operating leases aseldes three cars for related parties, of which erpired on June 30, 2008. Expense!
these items totalled $40,341 for the period fromuday 1, 2008 to December 31, 2008 ($25,972 forpéméod between January 1, 200

December 31, 2007). Future net lease paymentsviocars are:

200¢ 2007

$ $

Within 1 year 38,04 41,53(
Between 2 and 5 yea 53,75( 86,29¢
After 5 years - -
Total future commitments 91,79: 127,82¢

19. PERSONNEL COSTS AND EMPLOYEE BENEFIT PLANS

For the year end:
December 31, 20C

For the year end:
December 31, 20C

usD uUsD
Wages and salarit 10,127,28 5,626,44
Social security contributior 156,51: 55,38’
Pension fund contributio 86,24* 35,47¢
Pension (surplus)/underfundi 106,14t (62,279
Other personnel expens 47¢ 1,691
Total Personnel Costs 10,476,66 5,656,72

Defined Benefit Plan

The Company maintains a Swiss defined benefit plang of its employees. The plan is part of arejpehdent collective fund which provit
pensions combined with life and disability insuranthe assets of the funded plan are held indepégdef the Companys assets in a lega
distinct and independent collective trust fund vahgerves various unrelated employers. The fitdnefit obligations are fully reinsured
AXA Winterthur Insurance Company. The plan is valugy independent actuaries using the projected eneitlit method. The liabiliti¢
correspond to the projected benefit obligationsvbich the discounted net present value is calcdlagesed on years of employment, expe

salary increases, and pension adjustments.

The actuarial valuation was carried out as of DdzEm31, 2008. The amounts recognized in the Catesteld Balance Sheets, shown in ¢
non-current assets, as at December 31, 2008 aatdescember 31, 2007 respectively, were determéseddllows:

31.12.2000 31.12.200

uUsD uUsD

Fair value of plan asse 546,82¢ 76,00¢

Projected benefit obligatic -590,69: -13,73(
Net assets/(liabilities) in

balance shee -43,861 62,27¢

The following table provides the weighted averagsuaptions used to calculate net periodic beneft and the actuarial present valu

projected benefit obligations:
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Assumptions at Year-End 31.12.200¢ 31.12.200]
Discount rate 3.50% 3.50%
Expected rate of return on plan assets 2.75% 2.75%
Salary increases 1.00% 1.00%

Future benefits, to the extent that they are basedompensation, include assumed salary increasgsresented above, consistent with
experience and estimates of future increases iBwiss industrial labor market.

Net periodic pension cost has been included irCiimpan’s results as follows:

Pension Expenses 31.12.2008 31.12.2007

usD usD
Net service cost 10,329 6,175
Interest cost 9,159 132
Expected return on assets 9,031 -1,016
Amortization of net (gain)/loss 0 0
Net periodic pension cost 10,458 5,290

All of the assets are held under the collectivetiamt by the plan’s résurer AXA Winterthur Insurance Company and arested in a mix «
Swiss and international bond and equity secunttidgisin the limits prescribed by the Swiss Pensi@wL

The expected future cash flows to be paid by theuin respect of the pension plan as of Decembge2@8 were as follows:

usD

Employer contributions

2009 37,580

Expected future benefit
payments

2009 147,503
2010 -
2011 -
2012 -
2013 -

For its employees in subsidiaries outside of Swiérel, the social security policy does not reqaiggension funding from the employer.

20. EARNINGS PER SHARE



Loss per share is calculated as Net Loss for tlersyended December 31, 2008 and December 31, 20@ledl by 114,856,922 a
108,614,213 outstanding shares, respectively.
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For the years ended December 31, 2008 and Dece3ib@007 all share options (12,650,000) and wasrélit,933,989) were excluded fr
the calculation of the diluted weighted average berrof shares, because the Group made a net lasg dloe calculation period and the efi
of their inclusion would be anti-dilutive.

21. SEGMENT INFORMATION

The chief operating decision maker (“CODMI§ the Group CEO. Neither the CODM, Executive Gifi; or the Directors rece
disaggregated financial information about the lmeet in which exploration is occurring. Therefotiee Group considers that it has only
reporting segment. The majority of our long livessets are located in Switzerland.

22. SUBSEQUENT EVENTS

On January 22, 2009, the restricted cash in Moageés reduced from $4,000,000 to $2,000,000 inesgeat with the Mongolian authoriti
The Group immediately paid its bank loan of $1,220,and accumulated interest of $34,248. As atigbiel Group was able to free up cas
the amount of $746,752 net of all costs and chaagése Group’s own disposal (no restriction oritation of these funds after release).

On April 3, 2009, we successfully negotiated newrkvprograms for our exploration blocks A, B and B,in Albania with the Albanie
authorities (AKBN), which allows us to reduce thenk guarantee, held as restricted cash on our atzom behalf of exploration work
Albania, by $2,541,800 at our own disposal withay restrictions or limitations to these funds raftes release, which is expected to take |
by April 30, 2009 following completion of the praheral formalities.

23. RESTATEMENT

Subsequent to the issuance of the Company’s finhrstatements for the year ended December 31, 2B@8Companys manageme
determined that the stock options issued to nonl@eps should have been remeasured each repoefigglpn accordance with EITF 988. If
the stock options for noemployees had been recorded properly, the losthéoyear ended December 31, 2008 would have bempated fc
the decline in the fair value of the options. Aseault, the financial statements have been resfabed the amounts previously reportec
reflect the proper recording of the consulting exqeerelated to the stock options provided to nopleyees.

As at December 31, 200

in USD
As previously As restated
reported
Additional paic-in capital 44,685,03 43,852,37
Deficit accumulated during the (45,033,21) (44,200,56)
development stac
For the period from
For the year ended inception to
December 31, 200: December 31, 200:
in USD in USD
As As
previously previously
reported As restated reported As restated
Consulting fee! (3,885,57) (3,052,92) (7,617,65) (6,784,99)
Net loss (31,128,76) (30,296,10) (45,037,57) (44,204,91)
Basic and diluted loss per shi (0.27) (0.2¢) (0.4%) (0.42)

24. UNAUDITED QUARTERLY FINANCIAL DATA
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Subsequent to the issuance of the Company’s finhrstatements for the year ended December 31, 20@3Companys manageme
determined that the stock options issued to nonl@yeps should have been remeasured each repodiadpn accordance with EITF 9.
Management has concluded that the impact of the &rmot material to the previously filed quaryeréports for the quarters ended March
2008, June 30, 2008 and September 30, 2008 anefaherdoes not plan to file amendments to the presly filed quarterly reports on Fo
10-Q for those periods. Instead the comparatives Her quarterly reports filed for the quarters endeardt 31, 2009, June 30, 2009
September 30, 2009 will be updated to reflect d#matement recorded for the year ended Decemb&088, described in note 23 above.
table below summarizes the impact of the restatésnarich will be reported when the relevant qudyteeport is filed in 2009.

As reported As restated

(USD) (USD)
Quarter ended March 31, 200¢
Total operating expen: (6,271,17) (6,006,88)
Net loss (6,163,60) (5,899,32)
Basic and diluted earnings per sh (0.05) (0.05)
Quarter ended June 30, 200!
Total operating expen: (4,734,61) (4,493,46)
Net loss (4,233,94) (3,992,790
Basic and diluted earnings per sh (0.09 (0.09
Quarter ended September 30, 200
Total operating expen: (6,267,14) (6,115,09)
Net loss (15,885,36) (15,733,31)
Basic and diluted earnings per sh (0.19 (0.19
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL MATTERS
None
ITEM 9A(T). CONTROLS AND PROCEDURES
Disclosure Controls and Procedur

We maintain “disclosure controls and procedures’ttat term is defined in Rule 13&{e), promulgated by the Securities and Exch
Commission pursuant to ttf&ecurities Exchange Act of 1934s amended. Disclosure controls and proceducdsdie controls and procedu
designed to ensure that information required todiselosed in our company's reports filed under $eeurities Exchange Act of 198t
recorded, processed, summarized and reported withitime periods specified in the Securities ardhange Commissios’rules and form
and that such information is accumulated and conicated to our management, including our principedcative officer and our princi
financial officer, as appropriate, to allow timelgcisions regarding required disclosure.

As required by paragraph (b) of Rules 13a-15 urilerSecurities Exchange Act of 1934ur management, with the participation of
principal executive officer and our principal firaal officer, evaluated our compasydisclosure controls and procedures as of theoétiuke
period covered by this annual report on FormKlA: Based on this evaluation, our management cated that as of the end of the pe
covered by this annual report on FormK/@, our disclosure controls and procedures wereeffective. As a result, we failed to timely
certain disclosure that we were required to tinfdéyon Form 8K and we made errors in our accounting for certeansactions as descrit
below and an error in our disclosure concerningtlentent to the $1,000,000 eaowt to be made by Santos International Holdings R
pursuant to the October 4, 2006 agreement betweesubsidiary, DWM Petroleum, and Santos IntermatidHoldings PTY Ltd. All of oL
previous disclosure with respect to this eaut-reflected that our company was entitled to ikec¢his payment but, in our agreement \
DWM Petroleum and its former shareholders datedeXaher 23, 2006, DWM assigned the right to recehet payment to the formr
shareholders of DWM.

Managemer's Report on Internal Control over Financial Repad.

Our management, including our principal executiffecer, principal financial officer and our Board Directors, is responsible for establist
and maintaining a process to provide reasonablerasse regarding the reliability of financial refwog and the preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles.

Our management, with the participation of our ppat executive officer and our principal financ@ficer, evaluated the effectiveness of
internal control over financial reporting as of Betber 31, 2008. Our managemergvaluation of our internal control over finanai@porting
was based on the framework in Internal Contrbitegrated Framework, issued by the Committee @ihnSpring Organizations of the Tread\
Commission. Based on this evaluation, our managermmcluded that our internal control over finahaigporting was not effective as
December 31, 2008 and that there was a materiddivesa in our internal control over financial repart

A material weakness is a deficiency or a combimat control deficiencies in internal control oviamancial reporting such that there i
reasonable possibility that a material misstatenoérur annual or interim financial statements witlt be prevented or detected on a tir
basis. During the year ended December 31, 2008)eleded a number of material inaccuracies in fofiesl with the Securities and Exchal
Commission. The identification of these materiadouracies arose as a part of our annual finastaément audit. We believe that tf
material inaccuracies, which are summarized bel@sylted from our personnel not having sufficiemokledge of generally accep
accounting principles as would enable them to pigmalyze accounting issues presented by instntgrissued by our company and refe
to below. We are currently considering how bestdect this material weakness.
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The material weakness in our internal control direncial reporting resulted in the following faiés:

On March 31, 2009, we determined that our previoisdued consolidated statement of operationsherquarters ended June 30, 2008
September 30, 2008 and consolidated balance sbedtJaune 30, 2008 and September 30, 2008 presentad Forms 1 filed on Augus
14, 2008 and November 14, 2008, respectively, shbelrestated with respect to the accounting foereeficial conversion feature related to
issuance of debentures. On April 30, 2008, we @stmnvertible debentures with a mandatory redemptiate of April 30, 2010. W
appropriately concluded that the convertible delrest contained a beneficial conversion featursstance but erroneously recorded the
expense related to the beneficial conversion feaatiinception of the debentures in the quartee@ridine 30, 2008. The cost associated
the beneficial conversion feature should have lzeartized over the two year term of the debenturis. correction of this error resultec
$517,498 less expense during the second fiscatequar2008 and $62,657 of additional expense tortbird fiscal quarter of 2008.

On April 7, 2009, we determined that the termshefWarrants issued by our Company between ApriR007 and September 3, 2008, reqt
that we adjust the exercise price of those warrantSeptember 5, 2008, as a result of our havsuei 4,000,000 units (each consisting ol
share of our common stock, one share purchase ntamna an interest in certain rights granted tyishe Mineral Resources and Petrol
Authority of Mongolia) on September 4, 2008. Thguatinent to the exercise price of the warrants Iteduin an accounting charge
$9,439,775 in the quarter ended September 30, 20@8&did not record this accounting charge. As altege have restated our Form @@for
the quarter ended September 30, 2008.

On July 16, 2009, our Board of Directors concludeat the financial statements included in our AdriReport on Form 1@ for the yea
ended December 31, 2008 did not correctly measweconsulting expense incurred by our company dutlire year. In accordance w
accounting principles generally accepted in thetéghiStates we should have remeasured the stoanogtipense for options issued to non-
employees at each reporting period. The fair vakas not remeasured from the grant date fair valte. result is a decrease in consul
expense of $832,656 recorded in the year endedniiie31, 2008 and a corresponding decrease ini@lipaid in capital. The adjustme

do not affect previously reported revenues, cashidlor the compang’cash/liquidity position, and our Board of Dirgstdoes not consider |
changes to be material. For a discussion of th@atesent adjustments refer to Notes 23 and 24 efctinsolidated financial stateme
presented herein.

Limitations on Effectiveness of Controls

Our principal executive officer and our principalancial officer do not expect that our disclosooatrols or our internal control over finant
reporting will prevent all errors and all fraud.céntrol system, no matter how well conceived andrajed, can provide only reasonable,
absolute, assurance that the objectives of theamsystem are met. Further, the design of a cbsyrstem must reflect the fact that there
resource constraints, and the benefits of contralst be considered relative to their costs. Becafighe inherent limitations in all cont
systems, no evaluation of controls can provide labs@ssurance that all control issues and insgaot&aud, if any, within our company hs
been detected. These inherent limitations incliderealities that judgments in decisioraking can be faulty, and that breakdowns can «
because of a simple error or mistake. Additionadticms can be circumvented by the individual adtsame persons, by collusion of twc
more people, or by management override of the otmtThe design of any system of controls alsoaiseld in part upon certain assumpt
about the likelihood of future events, and thene lsa no assurance that any design will succeedhiewang its stated goals under all potel
future conditions; over time, controls may becomedequate because of changes in conditions, aletpeee of compliance with the policies
procedures may deteriorate. Because of the inhéneitations in a coseffective control system, misstatements due torenrdraud may occi
and not be detected.

Changes in Internal Control over Financial Repogtin

There were no changes in our internal control dwemcial reporting during the fourth quarter endzecember 31, 2008 that have mater
affected, or are reasonably likely to materiallieaf our internal control over financial reporting.
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Certificates

Certificates with respect to disclosure controld procedures and internal control over financipbréng under Rules 13a-14(a) or 15d(a) o
the Exchange Act are attached to this annual repoRorm 10-K.

ITEM 9B OTHER INFORMATION

1. On January 28, 2009, Thomas Flottmann agreed ttethes of his resignation from his office as oureflExecutive Officer effectiv
February 1, 2009. From and after February 1, 209 Flottmann will act as a technical consultanbto Board of Directors pursuant
a consulting agreement. The terms of the consuitgrgement with Mr. Flottmann contemplate that Mottmann will provide servict
on an‘on cal’ basis at a daily consulting ra

Effective February 1, 2009, Erik Herlyn, has beppainted our Chief Executive Officer. Also effeai¥ebruary 1, 2009, Mr. Herl
has resigned as our Chief Operating Officer. Mrtlyfehas agreed to reduce his compensation from0®20per month to $18,000 |
month, effective February 1, 20C

Also effective February 1, 2009, Petdark Vogel has resigned from his position of Ex@mitDirector, Finance. We are curret
discussing the terms of a consulting agreement WithVogel pursuant to which he might provide sees to our company from &
after February 1, 2009, but we have not yet reaelngdsuch agreemet

The resignations were not as a result of any désagents between our company and either of Mr.rerth or Mr. Vogel
There are no family relationships between any ofl@ivectors or Executive Officer.

Mr. Erik Herlyn is a mechanical and production eregr (Trinity University Dublin -BSc, Manufacturing Engineering 1993, Univer
of Bremen —Masters Diploma Production Engineering 1996). Merliin was our Chief Operating Officer from June2®07 unti
January 31, 2009 and has experience in the finandehydrocarbon industries. From 1996 until 2000, INerlyn provided services
the resource oil and gas industries. From 2000 8666, Mr. Herlyn ran major projects in the finanand hydrocarbon industries ¢
consultant with KPMG Consulting (a large managenagmt technical consulting firm which later changecame to BearingPoint) a
later as a consultant with Capgemini (2 2007).

2. Effective February 1, 2009, as part of an overddireto reduce operating cos

The registrant and the Chairman of the regis's Board of Directors, Mr. Heinz Jirgen Scholz, haggeed to terminate t
employment agreement between them and to enteaingw consulting agreement. The new arrangeméintesult in the reduction
Mr. Scholz’ monthly compensation, from a salary of US $31,080 ponth to a consulting fee of US $15,000 per imoaffective
February 1, 2009. Mr. Scholz continues to servaisrcapacities of Executive Director and Chairméthe Board

The registrant and the Vice Chairman of the regidts Board of Directors, Dr. Alexander Becker, haveead to terminate tl
employment agreement between them and to enteaintw consulting agreement. The new arrangeméintesiult in the reduction
Dr. Beckers monthly compensation, from a salary of US $29,666 month to a consulting fee of US $12,000 pentmoeffectivt
February 1, 2009. Dr. Becker continues to serv@srcapacities of Executive Director and Vice Cimain of the Boarc
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The registrant and Mr. Neil Maedel, an Executiveebior of the registrant, have agreed to termitfsgeemployment agreement betw
them and to enter into a new consulting agreemené new arrangement will result in the reductionMrdf. Maedels monthly
compensation, from a salary of US $16,000 per manmflil, effective February 1, 2009. Mr. Maedel tiones to serve as an Execu
Director of the registran

The registrant and Mr. Michael Velletta, Legal Csehntothe registrant and an Executive Director of theistegnt, have agreed
terminate the employment agreement between thentoagicter into a new consulting agreement. The aeangement will result in t|
reduction of Mr. Vellettes monthly compensation, from a salary of US $12 880month to a consulting fee of US $5,000 per tim,
effective February 1, 2009. Mr. Velletta continuesprovide legal services to the registrant anctdminues to serve as an Execu
Director of the registran

The registrant and Mr. Erik Herlyn, the regist’s Chief Executive Officer, have agreed to amendHrlyr's employment agreem:
to reduce Mr. Herlyrs salary from US $20,000 per month to US $18,000 rpenth, effective February 1, 2009. As previo
announced on Form 8-K filed January 29, 2009, Mhoras Flottmann has resigned from his positiomasegistrans Chief Executiv
Officer and has entered into a new consulting agesd with the registrant, both effective Februargd09.

The registrant and Mr. Rahul Sen Gupta, the remifs Chief Financial Officer, have agreed to amend $&m Gupt's employmer
agreement to reduce Mr. Sen GU's salary from US $20,000 per month to US $18,000rpmth, effective February 1, 20(

The registrant and Mr. Yaruslav Bandurak, the tegiie's Chief Technical Officer, have agreed to amend Bémdura's employmer
agreement to reduce Mr. Bandu's salary from US $10,000 per month to US $8,000henth, effective February 1, 20(

Effective February 1, 2009, the registrant and Niinz-Jirgen Scholz agreed to terminate the- Tenancy Agreement between tt
dated October 26, 2006, pursuant to which the magishas been renting office space in the Citidofgen, Switzerland for a montt
rental of 15,000 Swiss Francs (CHF) (approximaté®/ $13,115). In the near term the registrant haatéa its Swiss operations in
smaller office located in Baar, though it intendddcate larger, more suitable replacement offfgzace in the near future. As a resu
the termination of the Subenancy Agreement, office space costs in Switzdrlzewe been reduced from CHF 16,000 (approxim
US $14,000) to CHF 3,000 (approximately US $2,622h immediate effect as of February 1, 2009. Tégistrant is confident th
these measures will not affect its operations imafia, Chile, Mongolia, Kyrgyz Republic and Tajiis.

On February 28, 2009, Rahul Sen Gupta resigned lfisroffice as our Chief Financial Officer. Mr. S@&uipta agreed to stay for anol
30 days notice period to support the company iisliing the Annual Repor
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On March 31, 2009, we determined that our previpisslued consolidated statement of operationsh®mquarters ended June 30, Z
and September 30, 2008 and consolidated balane¢ abef June 30, 2008 and September 30, 2008npeesim our Forms 1@ filed
on August 14, 2008 and November 14, 2008, respagtighould be restated with respect to the acaogrior a beneficial conversii
feature related to the issuance of debent

On April 30, 2008, we issued convertible debentusith a mandatory redemption date of April 30, 20¥@e concluded that t
convertible debentures contained a beneficial cmime feature at issuance. We erroneously recotdedull expense related to -
beneficial conversion feature at inception of tledehtures in the quarter ended June 30, 2008. d$teassociated with the benefii
conversion feature should have been amortized tbreetwo year term of the debentures. The correaifahis error would have resuli
in $517,498 less expense during the second fiseater of 2008 and $62,657 of additional expenseto third fiscal quarter of 200

We do not currently have an audit committee, arel ftinctions of any such committee are performedoby Board of Director
Although our Board of Directors did not discuss thatters disclosed in this FormkBwith Deloitte AG, our interim Chief Financ
Officer has discussed these matters with our arglifdeloitte AG.

On December 5, 2008, we entered into arrangematiiscertain of our directors and executive officptssuant to which they lent u
total of $540,646 in exchange for promissory nofHse promissory notes are for an indefinite periddime. We can prepay t
promissory notes at anytime without notice, bonugenalty and must repay the promissory notes uperearlier of the date that
raise $1,000,000 or more in debt or equity finagsior the ninetieth day after we receive writtetiagofrom the noteholder of a demi
for repayment

No interest is due under the notes as long as wetdefault on our obligations thereunder. Howeifere default on the repayment
the promissory note, we shall be liable for inteseruing at a rate of 12% per annum on the praiadbutstanding until we repay
promissory note in full

On November 21, 2008, we appointed Dr. Richard Szhe our Board of Directors. Dr. Schenz studieghigcal physics in Vienna a
finished with a PhD. In 1969 he started his caweién the Austrian oil & gas company OMV, and was @EO from 1992 to 2001.
2001, Dr. Schenz was appointed representativehfrAustrian Capital Market by the Austrian governmédditionally, Dr. Scher
holds the positioins of vice President of the AiastrFederal Economic Chamber and President of miberrlational Chamber
Commerce in Austria (IC-Austria). In 2002, he was appointed Chairman ofAbstrian commission for Corporate Governar

PART IlI

ITEM 10 DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Directors and Executive Officers, Promoters and Control Persons

As at December 31, 2008, our Directors and Exeeufifficers, their age, positions held, and duratibsuch, are as follows:

Name Position Held with our Company Age |Date First Elected or Appointed
Heinz J. Scholz Executive Director, Chairman of Board 66 April 10, 2007
Alexander Becker Executive Director, Vice Chairman 49 April 10, 2007
Neil Maedel Executive Director 50 June 1, 2007
Michael Velletta Executive Director 51 Aprid 12007
Dr. Richard Schenz Director 69 November 21, 2008
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Name Position Held with our Company Age Date First Elected or Appointed
Erik Herlyn Chief Executive Officett, Chief Operating 40 | June 25, 2007
Officer and Interim Chief Financial Officer
Rahul Sen Gupta Former Chief Financial Officek 38 | February 8, 2008
Thomas Flottmann Former Chief Executive Officer 50 | February 8, 2008
Peter-Mark Vogel Eormgzr Executive Directdt, Financial Advisor to the 44 | April 10, 2007
oar

Certain Significant Employees

Where the registrant employs persons such as piodumanagers, sales managers, or research stdemti® are not Executive Officers
who make or are expected to make significant coutions to the business of the registrant, suclsquexr shall be identified and tt
background disclosed to the same extent as inagbe of Executive Officers. Such disclosure needbeanade if the registrant was subjet
section 13(a) or 15(d) of the Exchange Act or weesgpt from section 13(a) by section 12(g)(2)(Gyoth Act immediately prior to the fili

of the registration statement, report, or statertemthich this Item is applicable.

As at December 31, 2008, our significant employtesy age, positions held, and duration of such as follows:

Name Position Held with our Company Age Date First Appointed

Yaroslav Bandurak Chief Technology Officer 37 Agd, 2007

Boris Goldinshtein Director, Central Asia 60 AptDd, 2007

Thomas Flottmann Technical Consultant 50 Februap@9

Peter-Mark Vogel Financial Advisor to the Board 44April 10, 2007

Malfor Nuri Manager Albania 44 | June 1, 2008

Vilson Bare Senior Geophysicist 62 January 1, 2008

Arben Arapi Senior Geologist 51 |January 1, 2008

Agim Mesonjesi Senior Geologist 52 |January 1, 2008

Silvana Hyseni Chief Accountant 29 |January 1, 2008

Business Experience

The following is a brief account of the educatiow dusiness experience of Directors and Executifieegds during at least the past five ye
indicating their principal occupation during theipd, and the name and principal business of tgargeation by which they were employed

Heinz Juergen Klaus Scholz, Chairman

Mr. Heinz Juergen Klaus Scholz is a Physicist andifeer. In the 1980s Mr. Scholz built factoriesl daalecommunication networks in -
Former Soviet Union. After the German Reunificatibe also advised Soviet Ministries regarding theotiations on the sale
RussiasRussia's East German telecommunication netwobetdsche Telecom. He has worked in collaboratich wgientific institutes in t
Russian Federation. Mr. Scholz plays a critica¢ riol targeting, appraising and subsequently acguitfie rights to major oil and gas asse
the Former Soviet Union and its satellite countries

Alexander Becker, Director (New Ventures)

Mr. Alexander Becker is a PhD Geologist speciafizim structural geology and tectonophysics in Cdrssia. Mr. Becker was an Explorat
Geologist in Central Asia during the 1980s whenSbeiets named him the best mapping geologisterkiyrgyz Republic. As a researche
the 1990s at Ben Gurion University in Israel, he

1Mr. Herlyn was appointed CEO on February 1, 2009
2Mr. Sen Gupta resigned on February 28, 2009

3 Mr. Flottmann resigned on January 28, 2009

4Mr. Vogel resigned on February 1, 2009
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received the coveted Peres Greder award. Mr. Bdtkebeen instrumental in two oil field discoveri€harvak and Ashvaz fields) and
gold discovery. Mr. Becker plays a critical roletire targeting, assessment, and later the expdoratid development of oil concessions.

Neil Herman Maedel, Director (Business Developm

Neil Herman Maedel is a Nassau, Bahamas basecdhatienal financier. During the 1990s he was theoedif a Switzerland based financ
publication which was better known for its analysigesource projects in Russia, South Americaicafand the US. Mr. Maedel worked ¢
professional stock trader and researcher in Cadadag the 1980s and has assisted in financingilcdnel gas companies for the past
decades.

Michael J. Velletta, Director (Legal Counsel)

Mr. Velletta was called to the Bar of British Colbia,Canada in 1990 and presented to the Supreme &oa Barrister and Solicitor that s¢
year. Mr. Velletta's private practice with the ldinm of Velletta & Company, focuses on corporated amommercial law, and commerc
litigation. He is a Governor of the Trial Lawyersgociation of British Columbia, and is a membethef Canadian Bar Association, Associa
of international Petroleum Negotiators and theriméonal Institute of Business Advisors. Mr. Véliteserves on the Board of Director:
several corporations and is a Governor of the UsitygeCanada West Foundation

Dr. Richard Schenz, Independent Director

Dr. Schenz studied technical physics in Vienna fimghed with a PhD. In 1969 he started his cakeih the Austrian oil & gas compa
OMV, and was its CEO from 1992 to 2001. In 2001, Bechenz was appointed representative for the ns@apital Market by the Austri
government. Additionally, Dr. Schenz holds the posis of vice President of the Austrian Federabimmic Chamber and President of
International Chamber of Commerce in Austria (I80stria). In 2002, he was appointed Chairman ofAkstrian commission for Corpor:
Governance.

Erik Herlyn, Chief Executive Officer

Mr. Erik Herlyn is mechanical and production eng@néTrinity University Dublin, University of BreménErik Herlyn has extensive experie
in the finance and hydrocarbon industries. He waseveral managerial positions in large Internatiddusiness Consulting firms such
KPMG, BearingPoint and Capgemini. His specializati®s in a process optimization method which heettgped over many years us
synergies from different industries. Mr. Herlyn wagpporting major oil companies in the Americas Anabic countries in strategic, techni
and financial projects. Switzerland based Erik i#epplays a key role in managing the global offigeeations of Manas as well as acquisi
of licenses.

Rahul Sen Gupta, CFA, Former Chief Financial Office

Mr. Rahul Sen Gupta, CFA, Masters of Economics,vdrsity of Zurich, Switzerland was most recentlg tanaging Director of the Sw
Equity Research Team and Deputy Head of the GlBlalty Research Team at Bank Sal Oppenheim. Healgasa member of the Glol
Equity Management Committee of the Sal. Oppenheipuf Mr. Sen Gupta has a strong background im@ieaand investment banking wh
he gained through working at various well-knowndstment houses such as Credit Agricole Indosuenyéex and Bank Julius Bar & Co.

Yaruslav Bandurak, Chief Technical Officer

Yaruslav Bandurak received his Geological degremftukraine's Lvov State University in 1995 whereshibsequently served as a memb
the Geology Faculty from 1989 to 1995. Mr. Bandunags later leading the geological activities foresal Central Asian oil and gas compa
from 2000 to 2005 and was a senior geologist oftsKyrgyz Geological Expedition from1995 to 2000c.MBandurak is responsible for Mal
prospect developments, Exploration activities acgligsition of new projects
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Boris Goldinstein, Director, Central Asia

Mr. Boris Goldinstein is a civil engineer with ertgve Central Asian expertise as a consequencésofitrk as the Deputy Director of 1
consortium "Kazgeophizika and in the USR MinistfyQeology as the former deputy Chief of "Glaypriggeologiya, a 40.000 employ
organization for oil and gas exploration in in tReecaspian depression of Russia and Kazakhstan.cateal directorate included fi
geological associations, two research institutemd two geo exploration technical schools.

Thomas Flottmann, PHD, Technical Advisor to the Bloa

Mr. Thomas Flottmann is a PhD structural geologigt.was principal structural advisor to CRA (novoRinto) from 19941997 working on o
and gas as well as mineral exploration. Most rdgehtr. Flottmann was the senior staff geoscieraistl specialist advisor across all busi
units for Santos. Mr. Flottmann has worked in oiflyas exploration and development in AustraliaydEgCentral Asia, Indonesia, East Tin
Papua New Guinea, Gulf of Mexico and in Iran. Andfigant part of his work has focussed on the cti@résation of fractured and fracture-
enhanced gas and oil reservoirs.

PeterMark Vogel, Financial Advisor to the Board

Mr. PeterMark Vogel is an MBA (University of Chicago, GradeeSchool of Business). He began as a Regulatoaly8nfor Merrill Lynct
Capital Markets and was later a Senior Researchyainfor a number of Zurich based private banks.\Mgel's last position was at Bank !
Oppenheim Zurich as Senior Financial Analyst. Ha isember of the Swiss CFA institute.

Malfor Nuri, Manager Albania

Mr. Malfor Nuri has an MSc in mechanical enginegrand spent 13 years in various positions inclu@megeral Manager Albania working
the Austrian company OMV, Central Europdeading oil & gas group. During his tenure witM®@, Mr. Nuri managed several large onst
and offshore 2-D and 3-D seismic acquisition praggand adjacent blocks to DWM Petrolesrblocks. He also was in charge or involve
the drilling of three deep wells in Albania where managed permitting, logistics, licensing and troic§on. Prior to his assignments w
OMV, Mr. Nuri worked for the Albanian “Ministry ofndustry, Mineral Resources and Energyfiere he liaised with international corporati
and advised government ministers.

Vilson Bare, Senior Geophysicist

Professor Vilson Bare is a geophysicist and seigmporation expert. He received internationalradnce in the 80's for his research wol
the area of "diffraction in seismic section and utses in geological interpretation”. Mr. Bare haVesal assignments for National :
International Petroleum Corporations including Gegaand Shell, where he realized studies for tHeaAlan blocks 2, 3 and 5. Mr. Bare t
senior positions within the Albanian National P&tton Agency (NPA later AKBN, National Agency of Maal Resources) including the hi
of Directory for Auditing and Supervising of Petam activities of National and International companHe supervised seismic work
audited all contracts and activities between theistiy of Economy, Trade and Energy and Internaidtetroleum companies

Arben Arapi, Senior Geologist

Arben Arapi is a Petroleum Geologist engineer. Hes wngaged most of his career for the NationaloRetm Agency(NPA, later AKB'!
National Agency of Natural Resources) in Albaniantanagerial and technical positions. Mr. Arapi wéssely working together wi
Occidental, OMV, INA Naftaplin and Coparex in demgihg contracts signed with the Albanian Governnfentoil and gas exploration a
development in Albania. On the technical side, Ahapi was supervising and implementing more thap@ects during drilling and testing
oil and gas exploration and evaluation wells witthia Peri Adriatic Depression and lonian Zone ibaXia.
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Agim Mesonjesi, Senior Geologist

Agim Mesonjesi has over twenfixe years of oil and gas industry experience Irphhses of exploration. He was 7 years working geologis
and geological advisor for Occidental Petroleumahiia. Mr.Mesonjesi was performing geological warkluding the generation of a num
of geological and geophysical studies for the Alaarinstitute for Oil and Gas. Mr. Mesonjesi is @ngral geologist and proved expel
prospect generation employing advanced field mapg@ohniques.

Silvana Hyseni, Chief Accountant Albania

Silvana Hyseni is an accountant. She joined Octadasf Albania in April 2000 and has been an outdiag employee in the position of
accountant. She was responsible for a wide rangeaodunting functions for more then six years ati@ental including project accounti
officer responsibility for providing accounting qugot to field operations during seismic and drdliprograms. She has also been an accot
consultant for other Albanian companies before.

Committees of the Board

Our Board of Directors has the authority to appeminmittees to perform certain management and astration functions. Currently, we
not have an independent audit committee, stocloogtommittee, compensation committee or nominatmmgmittee and do not have an a
committee financial expert. Our Board of Directomsrently intends to appoint various committeethimnear future.

Nominating Committe:

We do not have a Nominating Committee. Our Boar®ioéctors performed some of the functions assediatith a Nominating Committe
Generally, nominees for Directors are identified anggested by the members of our Board or manageamsig their business networks,
specifically the nominees appointed by the Writt@onsent of our majority shareholders were nomindtgaur Board based on their
service as Directors to our company. Our Boardritagetained any executive search firms or othied fharties to identify or evaluate Direc
candidates in the past and does not intend to enniar future. We have elected not to have a Ndingm&ommittee because we ar
development stage company with limited operatiorsra@sources.

Our Board does not have a written policy or chamtgarding how Director candidates are evaluatetbatinated for our Board. Additional
our Board has not created particular qualificationsinimum standards that candidates for our Boaudt meet. Instead, our Board consi
how a candidate could contribute to our businessraaet our needs and those of our Board. As wa atevelopment stage company,
Board will not consider candidates for Directorastnended by our shareholders, and we have recaivesich candidate recommendat
from our shareholders.

Compensation Committee

We currently do not have a compensation commitfemipBoard of Directors. However, our Board of &itors may establish a compense
committee once we are no longer in our developratage, which would consist of inside Directors amkependent members. Until a fon
committee is established, our Board of Directordl waview all forms of compensation provided to obrecutive Officers, Director
consultants and employees including stock compemsand loans.

Several of our Directors are Executive Officersd @s a result these Executive Officers participatthe decision making of our Board
Directors in determining their own compensationour year ended December 31, 2008. Those Executffiee@® include Heinz Schol
Alexander Becker, Peter-Mark Vogel and Neil Maedel.

Audit Committee

We currently do not have an audit committee of Board of Directors. During the 2008 fiscal yearr 8oard of Directors performed some
the same functions of an Audit Committee, suchheommending a firm of
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independent certified public accountants to additannual financial statements; reviewing the iedeljent auditors independence, the fina
statements and their audit report; and reviewingagament's administration of the system of inteagabunting controls

Family Relationship:
There are no family relationships between any Direor Executive Officer.
Involvement in Certain Legal Proceedir

Our Directors, Executive Officers, or control parsdave not been involved in any of the followivgrts during the past five years:

1. any bankruptcy petition filed by or against anyibhass of which such person was a general partnExecutive Officer either
the time of the bankruptcy or within two years ptio that time

2. any conviction in a criminal proceeding or beingjsgt to a pending criminal proceeding (excludirgffic violations and othi
minor offences)

3. being subject to any order, judgment, or decre¢,sobsequently reversed, suspended or vacatedhyot@urt of compete

jurisdiction, permanently or temporarily enjoiningarring, suspending or otherwise limiting his imement in any type
business, securities or banking activities

4. being found by a court of competent jurisdiction @ civil action), the Commission or the Commodiytures Tradin
Commission to have violated a federal or state risEsior commodities law, and the judgment hashesn reversed, suspent
or vacated

Code of Ethics

On May 1, 2007, our Board of Directors adopted decof business conduct and ethics policy, whiclpdsted on our homepage ur
www.manaspetroleum.com. The adoption of the Codgtloits allows us to focus our Board of Directonsl @ach Director and Officer on ar
of ethical risk, provide guidance to Directors telghthem recognize and deal with ethical issuesyige mechanisms to report uneth
conduct and help foster a culture of honesty amndwaatability.

Except as set out in our Code of Ethics, we ddiawe any formal policies and procedures for théereyvapproval or ratification of transactic
between individual Board members or Officers andQusr Code of Ethics, which applies to all of ouffi€rs and Directors, states that t
must “avoid any conflicts of interest between the Direato Officer and us unless the relationship is appd in advance by the Board
Directors of the Company.” The code sets out almirdf interest as a situation in which a Direcsaor Officer’s personal interest is adverse
may appear to be adverse, to our interest as aewhol

Audit Committee Financial Expe

Our Board of Directors has determined that it doeshave a member of the audit committee that fieslas an dudit committee financi
expert” as defined in Item 401(e) of Regulation S-K

We believe that our entire Board of Directors ipajale of analyzing and evaluating financial statet®i¢hat present a breadth and levt
complexity of accounting issues that are genemyparable to the breadth and complexity of theesgeasonably expected to be raise
our company. In addition, we believe that retainimgindependent Director who would qualify as andiacommittee financial expertiould
be overly costly and burdensome and is not wardaime@ur circumstances given the early stages ofdeuelopment and the fact that we
not generated revenues to date.

Section 16(a) Beneficial Ownership Compliance

Section 16(a) of the Securities Exchange Act resgumur Executive Officers and Directors, and pesseho own more than 10% of «
common stock, to file reports regarding ownerskijmod transactions in, our securities with
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the Securities and Exchange Commission and to geows with copies of those filings. Based solelyoan review of the copies of such for
received by us, or written representations frontagemreporting persons, we believe that duringalisear ended December 31, 2008, all fi
requirements applicable to its Officers, Directarsl greater than ten percent beneficial owners wengplied with, with the exception of 1
following:

Number of Transactions
Not Reported on a Failure to File
Name Number of Late Reports Timely Basis Requested Forms

Heinz J. Scholz None None None
Alexander Becker None None None
Neil Maedel None None None
Michael Velletta None None None
Dr. Richard Schenz 1 1 1
Erik Herlyn 1 1 None
Rahul Sen Gupta 1 1 None
Thomas Flottmann None None None
Peter-Mark Vogel None None None

ITEM 11. EXECUTIVE COMPENSATION
Summary Compensation
The particulars of compensation paid to the follugvpersons:

a) our principal Executive Officel

b) each of our two most highly compensated Executiffee€s who were serving as Executive Officershat €nd of the year enc
December 31, 2008 who had total compensation ekxug&d00,000; an

up to two additional individuals for whom disclosuvould have been provided under (b) but for tloe fiaat the individual was not serving
our Executive Officer at the end of the most relyenbmpleted financial year, who we will collectlyerefer to as the named Execu
Officers, of our years ended December 31, 2008488d, are set out in the following summary compgosdable:

SUMMARY COMPENSATION TABLE
Non-
Equity Nonqualified
Incentive Deferred All Other
Stock Option Plan Compensation Compensa
Name and Principal Salary Bonus Awards | Awards |[Compensa Total
Position Year %) %) %) (%) Earnings tion (%)
tion ($) %)
(%)
Alexander Becker 2008 336,000 Nil Nil Nil Nil Nil 20,000 356,00d
Former CECQ, Vice 2007 336,000 Nil Nil | 2,976,19¢ Nil Nil 20,000 3,332,19¢
Chairman and Executive
Director
Peter-Mark Vogel 2008 336,000 Nil Nil Nil Nil Nil 20,000 356,000
Former CFG 2007 336,000 Nil Nil | 2,976,19¢ Nil Nil 20,000 3,332,19¢
Executive DirectoP
Erik Herlyn 2008 212,50( Nil 125,000 Nil Nil Nil 10,800 348,300
COO/CEQ? 2007 90,000 Nil Nil| 1,185,412 Nil Nil Nil | 1,275,417
Rahul Sen Gupta 2008 187,500 Nil Nil| 450,964 Nil Nil 10,800 649,264
Former CFCP 2007 Nil Nil Nil Nil Nil Nil Nil Nil




IMr
2Mr
3Mr
4Mr
SMr

. Becker resigned as CEO on February 8, 2008

. Vogel resigned as CFO on February 8, 2008

. Vogel resigned as an Executive Director on bEaby 1, 2009
. Herlyn was appointed CEO on February 1, 2009

. Sen Gupta resigned on February 28, 2009

31



32

SUMMARY COMPENSATION TABLE

Non-
Equity Nonqualified
Incentive Deferred All Other
Stock Option Plan Compensation Compensa
Name and Principal Salary Bonus Awards | Awards |[Compensa Total
Position Year %) %) %) (%) Earnings tion (%)
tion (%) ($)
(%)
Yaroslav Bandurak 2008 120,000 Nil Nil Nil Nil Nil Nil 120,00d
Chief Technical Officer 2007 72,500 Nil Nil | 2,551,02¢ Nil Nil Nil | 2,623,52¢
Thomas Flottmannn 2008 308,000 Nil Nil 676,446 Nil Nil 12,000 996,44¢
Former CEC 2007 Nil Nil Nil Nil Nil Nil Nil Nil

Outstanding Equity Awards at Fiscal Year-End

The following table sets forth for each named ExigeuOfficer certain information concerning the standing equity awards as of Decen

31, 2008.
Option Awards Stock Awards
Equity
Incentive Equity
Plan Incentive
Equity Market Awards : Plan
Incentive Value Number of | Awards:
Plan Number of Unearned | Market or
Number of | Number of Awards: of Shares | Shares or Shares, Payout
Securities | Securities | Number of or Units Units of Units or Value
Underlying | Underlying | Securities of Stock Stock Other of
Unexercised Unexercised | Underlying Option Option that that Rights that | Unearned
Options Unexercised Exercise | Expiration | Have Not | Have Not | Have Not Shares,
Name Options |Unexercisablg Price Date Vested Vested Vested Units
Exercisable Unearned or Other
Options Rights that
Have Not
Vested
Alexander 1,020,833 729,167 Nil $4.00 May 02, Nil Not Nil Not
Becker 2017 applicablg applicablg
Former CEC
2
Peter-Mark | 1,020,833 Nil Nil $4.00 May 02, Nil Not Nil Not
Vogel 2017 applicablg applicablg
Former CFQ
3
Erik Herlyn 200,000 200,000 Nil $5.50 June 25 250,000 $62,500 Nil Not
COO/CEQ* 2017 applicable
Rahul Sen 133,333 266,667 Nil $2.10, February 1 Nil Not Nil Not
Gupta 2018 applicablg applicable
Former CFQ
5
Yaroslav 875,000 625,000 Nil $4.00 May 02, Nil Not Nil Not
Bandurak 2017 applicablg applicable
Chief
Technical
Officer
Thomas 200,000 Nil Nil $2.10, February 1 Nil Not Nil Not
Flottmann 2018 applicablg applicable
Former CEC
6




Compensation of Directors

We have employment arrangements with our Direciad with our Executive Officers. We entered intopsyment agreements with three
our Directors and our Executive Officers on Aprjl2007, and these agreements, apart from compensatiounts, have similar terms.
entered into a compensation arrangement

1 Mr. Flottmann resigned on February 1, 2009

2Mr. Becker resigned as CEO on February 8, 2008

3Mr. Vogel resigned as CFO on February 8, 2008

3Mr. Vogel resigned as Executive Director on Febyuar2009
4Mr. Herlyn was appointed CEO on February 1, 2009

SMr. Sen Gupta resigned on February 28, 2009

6 Mr. Flottmann resigned on February 1, 2009
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with another Director on April 10, 2007. On June&@p7, we entered into an employment agreementavitither Director. On November
2008, we entered into an employment agreementauithmost recent Director.

Other than the aforementioned grant and employragréements, we have no formal plan for compensatimgDirectors for their service
their capacity as Directors. Directors are entitedeimbursement for reasonable travel and othepfpocket expenses incurred in connec
with attendance at meetings of our Board of Direct®ur Board of Directors may award special remati@n to any Director undertaking ¢
special services on our behalf other than senocgisarily required of a Director.

Thomas Flottmann Employment Agreement

On December 1, 2007, we entered into an employmgmtement with Mr. Thomas Flottmann for an opemteommencing February 8, 20
As compensation for his employment as Chief Exgeudfficer, Mr. Flottmann shall receive an annusbsy of USD $336,000. Additional
Mr. Flottmann shall receive 600,000 stock optiansar lease limited to a total cost of USD$1,000menth and five weeks’ paid vacation.

We can terminate Mr. Flottmann without pay if hkes or fails to take certain actions that are arahpr intentionally damaging to us. If
actually or effectively terminate Mr. Flottmann hatut such a good reason or if there is a changmwfrol in our company, we must mi
various salary and bonusased payments to him and provide him with covetagker certain benefit plans. Additionally, alllo§ options wil
immediately vest.

On January 27, 2009, Mr. Flottmann resigned from position as Chief Executive Officer and signeteamination agreement with |
According to the agreement, we are released frobwbéibations in regards of the Employment Agreemeith Mr. Flottmann after February
20009.

Alexander Becker Employment Agreement

On April 1, 2007, we entered into an Employment alwh-Competition Agreement with Dr. Alexander Beckersuant to which Dr. Beck
agreed to serve as our Chief Executive Officer am@unber of our Board of Directors. In considerationthe services that Dr. Becker v
render pursuant to Dr. BeckerEmployment Agreement, Dr. Becker is entitledeoeive an annual base salary of $336,000, stodknsptc
purchase 1,750,000 shares of our common stockpaita of $4.00 per option pursuant to our 2007 QoasiStock Option Plan and a non-
accountable automobile and monthly parking alloveaot $20,000 per year. Dr. Becker has been our Cicairman and Executive Direc
since August 25, 2008 and one of our Directorsesitgril 10, 2007. He served as our Director, Newiees from February 8, 2008 to Auc
25, 2008, and as our Chief Executive Officer fropriA10, 2007 to February 8, 2008

We can terminate Dr. Becker without pay if he takedails to take certain actions that are criminoglintentionally damaging to us. If
actually or effectively terminate Dr. Becker withauch a good reason or if there is a change dfaoin our company we must make vari
salary and bonus based payments to him and prdvidewith coverage under certain benefit plans. Aiddally, all of his options wi
immediately vest.

Heinz Scholz Employment Agreement

On April 1, 2007, we entered into an Employment Alch-Competition Agreement with Heinz J. Scholz, pursaarwhich Mr. Scholz agre:
to Serve as the Chairman of our Board. In constiterdor the services that Mr. Scholz will rendarrguant to Mr. Scholg’ Employmer
Agreement, Mr. Scholz is entitled to receive anumtibase salary of $336,000, stock options to @seH, 750,000 shares of our common ¢
at a price of $4.00 per option pursuant to our 2@nibus Stock Option Plan and a rextountable automobile and monthly parl
allowance of $20,000 per year.

We can terminate Mr. Scholz without pay if he takedails to take certain actions that are crimioalintentionally damaging to us. If
actually or effectively terminate Mr. Scholz with@auch a good reason or if there is a change dfa@oin our company we must make vari
salary and bonus based payments to him and prdvidewith coverage under certain benefit plans. Aiddally, all of his options wi
immediately vest.
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PeterMark Vogel Employment Agreement

On April 1, 2007, we entered into an Employment &tah-Competition Agreement with Petelark Vogel, pursuant to which Mr. Vo
agreed to serve as our Chief Financial Officer enainber of the Board. In consideration for the smwithat Mr. Vogel will render pursuan
Mr. Vogel's Employment Agreement, Mr. Vogel is entitled toaiwe an annual base salary of approximately $8408(CHF 417,600), sto
options to purchase 1,750,000 shares of Manas constazk at a price of $4.00 per option pursuardun2007 Omnibus Stock Option P
and a noraccountable automobile and monthly parking allovean€ $20,000 (CHF 24,000) per year. Mr. Vogel hagrbour Executi
Director since August 25, 2008 and one of our Doecsince April 10, 2007. Mr. Vogel served as Director, Finance from February 8, 2(
to August 25, 2008 and as our Chief Financial @ffitom April 10, 2007 to February 8, 2008.

We can terminate Mr. Vogel without pay if he talasfails to take certain actions that are criminalintentionally damaging to us. If 1
actually or effectively terminate Mr. Vogel withosiich a good reason or if there is a change ofa@loint our company we must make vari
salary and bonus based payments to him and prdvidewith coverage under certain benefit plans. Addally, all of his options wi
immediately vest.

On February 1, 2009, we entered into a terminaigneement with Mr. Vogel, releasing him as an EsieeDirector of the Company. We h¢
agreed that we will have compensation obligatidter &is termination.

Michael Velletta Compensation

On April 10, 2007, we granted our Director MichdeNelletta stock options to purchase 1,100,000eshaf our common stock at a price
$4.00 per share for a term of 10 years as congideréor his service on the Board of Directors. Buptions shall vest in equal quart
installments over the three years from the datthefgrant. Mr. Velletta also receives $6,000 eachrigr for his services as a Director.
Velletta does not receive compensation for hisisesvas our General Counsel.

Neil Maedel Employment Agreeme

On June 1, 2007, we entered into an EmploymentNomCompetition Agreement with Mr. Neil Maedel wherety agreed to serve as
Director, Business Development in exchange for mmual base salary of $180,000, stock options t@hage 1,500,000 shares of Me
common stock pursuant to our 2007 Omnibus Stocko@®lan at a strike price of $4.90 to expire onyMd, 2017 and a noaecountabl
automobile and monthly parking allowance of $12,080year. The term of this agreement is open ended

Under this agreement, we can terminate Mr. Maed#iont pay if he takes or fails to take certaini@ts that are criminal or intentiona
damaging to us. If we actually or effectively tenaiie him without such a good reason or if thegedhange of control in our company:

e we must pay him within 30 days of termination atmaued and unpaid compensation, any amounts dugirabursement for expen:
and a lump sum equal to six months of his annuatanteed salary and the prior year’s bonus,

e we must provide him, at our expense, for one ydia@r ahe termination, coverage under all beneféngl in which he participat
immediately prior to termination and

e all of his options will immediately vest.
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The following table sets forth for each Directorta& information concerning their compensatiomfiBecember 31, 2008.

Change in
Pension Value
Fees and
Earned or Non-Equity | Nonqualified
Paid in Stock Option Incentive Plan Deferred All Other
Cash Awards Awards Compensation| Compensation| Compensation Total
Name $) %) $) $) Earnings %) $)
(a) (b) (c) (d) (e) ® (9 (h)
Heinz Scholz 348,00( Nil Nil Nil Nil 20,000 368,00(¢
Dr. Alexander Beckg 336,00(0 Nil Nil Nil Nil 20,000 356,000
Peter-Mark Vogel 336,000 Nil Nil Nil Nil 20,000 356,000
Neil Maedel 180,00( Nil Nil Nil Nil 12,000 192,000
Michael Velletta 120,00( Nil Nil Nil Nil 24,000 144,000
Dr. Richard Schenz Nil Nil 127,427 Nil Nil Nil 127,421

Long-Term Incentive Plans

There are no arrangements or plans in which weigegeension, retirement or similar benefits fordators or Executive Officers, except 1
our Directors and Executive Officers may receivaktoptions at the discretion of our Board of Dicgs. We do not have any material bc
or profit sharing plans pursuant to which cash am-cash compensation is or may be paid to our DireaborExecutive Officers, except t
stock options may be granted at the discretioruofBward of Directors.

We have no plans or arrangements in respect ofmeration received or that may be received by owchtive Officers to compensate s
Officers in the event of termination of employméas a result of resignation, retirement, changeaoitrol) or a change of responsibilit
following a change of control, where the value wéls compensation exceeds $60,000 per Executiveddffi

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND ITEM 12. SECURITY OWNERSHIP OF
CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATE D STOCKHOLDER MATTERS.

Security ownership of certain beneficial owners

In the following tables, we have determined the hamand percentage of shares beneficially ownegicoordance with Rule 138l-of the
Exchange Act based on information provided to ustycontrolling shareholder, Executive Officerglddirectors, and this information dc
not necessarily indicate beneficial ownership foy @ther purpose. In determining the number of ehaf our common stock beneficie
owned by a person and the percentage ownershibperson, we include any shares as to whichehsop has sole or shared voting pow:
investment power, as well as any shares subjegatoants or options held by that person that areeatly exercisable or exercisable within
days.
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Security ownership of management

(1) Title of (2) Name and address of (3) Amount and nature of beneficial (4) Percent of
class beneficial owner ownership class?!
Common Stock Heinz J. Scholz 23,903,282 Direct 20.1%

Seegartenstrasse 45
Horgen 8810

Common Stock Alexander Becker 19,096,609 Direct 16.0%
1051 Brickley Close
Sidney, BC V8L 5L1

Common Stock Neil Herman Maedel 1,800,000* Direct 1.5%
Lot 10

Port New Prividence
Nassau, Bahamas

Common Stock Rahul Sen Gupta 396,662° Direct 0.3%
Alte Wollerauerstrasse 36
Wollerau 8832

Common Stock Yaruslav Bandurak 2,600,00¢° Direct 2.2%
Moskovskaya Str, H 86 AP
38

Bishkek 720021

Common Stock Boris Goldinstein 100,0007 Direct -
Rruga Ismail
Pallati 2K AP 1&2

Common Stock Velletta Resources & 3,483,334 Direct 2.9%
Technology Corp®

4th Floor, 931 Fort Street
Victoria BC V8V 3K3

Common Stock Peter-Mark Vogel 18,915,2659 Direct 15.9%
Haabweg 2
Baech 8806

Common Stock Erik Herlyn 483,333 Direct 0.4%
Am Rain 11
Windisch 5210

TOTAL 70,988,485 59.8%

1percentage of ownership is based on 119,051,738conshares issued and outstanding as of April 39 2Bxcept as otherwise indicated,
believe that the beneficial owners of the commalstisted above, based on information furnishegsbgh owners, have sole investment
voting power with respect to such shares, subjeccdmmunity property laws where applicable. Benafiownership is determined
accordance with the rules of the SEC and genenadljydes voting or investment power with respectéaurities. Shares of common st
subject to options or warrants currently exercisalolr exercisable within 60 days, are deemed mdsig for purposes of computing
percentage ownership of the person holding suclorojpr warrants, but are not deemed outstandingpioposes of computing the percen
ownership of any other person.

2Includes 22,736,616 shares of common stock and 666 stock options exercisable within 60 days.

3Includes 17,929,943 shares of common stock and 566 stock options exercisable within 60 days.

4Includes 800,000 shares of common stock and 1,00Gtck options exercisable within 60 days.

SIncludes 229,992 shares of common stock and 16688& options exercisable within 60 days.

6Includes 1,600,000 shares of common stock and J000Gtock options exercisable within 60 days.

"Includes 100,000 shares of common stock and nd stoiions exercisable within 60 days.

8 Michael Velletta holds voting and dispositive caif Velletta Resources & Technology Corp.

9Includes 2,750,000 shares of common stock and 383;®ck options exercisable within 60 days.

10|ncludes 17,748,599 shares of common stock and666 stock options exercisable within 60 days.

ncludes 250,000 shares of common stock and 233B&% options exercisable within 60 days.
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Changes in Control

We are unaware of any contract or other arrangermentperation of which may at a subsequent dateltrén a change of control of ¢
company.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND DIRECTOR INDEPENDENCE
Transactions with related persons

None of the following parties has, since our ddtéoorporation, had any material interest, direcindirect, in any transaction with us o
any presently proposed transaction that has omuaterially affect us, other than as noted in $ieistion:

0] Any of our Directors or Officers
(i) Any person proposed as a nominee for electionZiseztor;

(i)  Any person who beneficially owns, directly or irgtitly, shares carrying more than 5% of the votiigts attached to o
outstanding shares of common stc

(iv)  Any of our promoters; an

(v)  Any member of the immediate family (including speugarents, children, siblings ant- laws) of any of the foregoing perso!
Employment Contrac!

Other than as described in ITEM 11. EXECUTIVE COMEATION, Compensation of Directors on page 28, we @ot party to ar
employment contracts with our Directors and Officer

Rahul Sen Gupta Employment Agreement

On February 1, 2008, we entered into an employragreement with Mr. Rahul Sen Gupta for an open ymmencing on February 8, 20
As compensation for his employment as Chief Firgr@ificer, Mr. Sen Gupta shall receive a salar{y8D $17,500 per month for the first
months and $20,000 per month thereafter. Additignddr. Sen Gupta shall receive 400,000 stock ostja car lease limited to a total cos
USD$900 per month and 30 days’ paid vacation.

We can terminate Mr. Sen Gupta without pay if Heesaor fails to take certain actions that are arahbpr intentionally damaging to us. If
actually or effectively terminate Mr. Sen Guptaheitit such a good reason ottliere is a change of control in our company, wetmmueke
various salary and bonusased payments to him and provide him with covetagker certain benefit plans. Additionally, alllo§ options wil
immediately vest.

Mr. Sen Gupta resigned on February 28, 2009.

Yaroslav Bandurak Employment Agreement

On April 1, 2007, we entered into an Employment &lwh-Competition Agreement with Yaroslav Bandurak, parguo which Mr. Bandur
agreed to serve as our Chief Technical Officercansideration for the services that Mr. Bandurak weinder pursuant to Mr. Bandurak’
Employment Agreement, Mr. Bandurak is entitledeoaive an annual base salary of $63,000 and sfutékng to purchase 1,500,000 share
Manas common stock at a price of $4.00 per optigsyant to the 2007 Omnibus Stock Option Plan.
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We can terminate Mr. Bandurak without pay if heealor fails to take certain actions that are crahor intentionally damaging to us. If
actually or effectively terminate Mr. Bandurak watlt such a good reason or if there is a changewofral in our company we must m:
various salary and bonus based payments to hinpawide him with coverage under certain benefinplaAdditionally, all of his options w
immediately vest.

Pension, Retirement or Similar Benefit Pl:

There are no arrangements or plans in which weigegeension, retirement or similar benefits fordators or Executive Officers. We have
material bonus or profit sharing plans pursuamhich cash or nowash compensation is or may be paid to our DireatoiExecutive Officer
except that stock options may be granted at thaation of the Board of Directors or a committeerdof.

We have no plans or arrangements in respect of meration received or that may be received by owcHtive Officers to compensate s
Officers in the event of termination of employméas a result of resignation, retirement, changeaoitrol) or a change of responsibilit
following a change of control, where the value wéls compensation exceeds $60,000 per Executiveddffi

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES.
Audit Fees

The following table sets forth the fees billed tor @ompany for professional services rendered blpifde AG, our independent registe
public accounting firm, for the years ended Decan®ie 2008 and 2007:

Fees 2008 2007

CHF Fx rate UsD USD
yle

Audit Fees 477,00( 0.947 451,71¢ 340,81¢

Audit Related Fee 27,80( 0.947 26,327 124,15°

Tax Fees - 0.947 - -

Other Fee: - 0.947 - -

Total Fees 478,04¢ 464,97"

Policy on Pr-Approval by Audit Committee of Services Perforifmg¢hdependent Auditors

We do not use Deloitte AG, for financial informatisystem design and implementation. These servigbgh include designing
implementing a system that aggregates source datxlying the financial statements or generatesrimétion that is significant to our financ
statements, are provided internally or by otheviserproviders. We do not engage Deloitte AG tovjite compliance outsourcing services.

Effective May 6, 2003, the Securities and Excha@genmission adopted rules that require that befamile AG is engaged by us to ren
any auditing or permitted non-audit related servibe engagement be:

e approved by our audit committee (the functions bfocl are performed by our entire Board of Directoos

e entered into pursuant to pagproval policies and procedures established bydaed of Directors, provided the policies and jeabare
are detailed as to the particular service, the 8adrDirectors is informed of each service, andhspolicies and procedures do
include delegation of the Board of Directors' rasgibilities to management.

Our entire Board of Directors pagpproves all services provided by our independediters. All of the above services and fees wewgergec
and approved by our sole Director either beforaftar the respective services were rendered.
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Our Board of Directors have considered the natme @mount of fees billed by Deloitte AG and belighat the provision of services
activities unrelated to the audit is compatiblehwitaintaining Deloitte AG’s independence.

PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES.

Exhibits required by Item 601 of Regulation S-K:

Exhibit

Number Description

3.1 Certificate of Incorporation (attached as ahilgixto our Registration Statement on Form SBl&dfion July 14, 2003)

3.2 Certificate of Amendment of Certificate of Incorption of Express Systems Corporation filed on ApyiR007 (changing nan
to Manas Petroleum Corporation) (attached as aibiexb our Current Report on Form 8-K filed on A7, 2007)

3.3 By-Laws (attached as an exhibit to our RedistneStatement on Form SB-2 filed on July 14, 2003)

4.1 Form of Share Certificate (attached as an édailour Registration Statement on Form SB-2 fibedJuly 14, 2003)

4.2 Form of Warrant A to Purchase Manas Petroleum Qatjmm Common Stock (attached as an exhibit toQuirent Report o
Form 8-K filed on April 17, 2007)

4.3 Form of Warrant B to Purchase Manas Petroleum Catjpm Common Stock (attached as an exhibit toGumrent Report o
Form 8-K filed on April 17, 2007)

4.4 Form of July 31, 2007 Warrants to Purchase Mandsoleem Corporation Common Stock (attached as dmbéxto our|
Registration Statement on Form SB-2 filed on Novengi, 2007)

51 Opinion of Sanders Ortoli Vauglitam & Rosenstadt LLP regarding the legality of seeurities being registered (attache
an exhibit to our Registration Statement on Forid?/Sfiled on July 25, 2008)

10.1 Share Exchange Agreement, dated November023, @ttached as an exhibit to our Current Repoffarm 8K filed on April
17, 2007)

10.2 Form of Securities Purchase Agreement (atthaken exhibit to our Current Report on Form 8kdfon April 17, 2007)

10.3 Form of Escrow Agreement (attached as an @éxtbibur Current Report on Form 8-K filed on Aptir, 2007)

104 Form of Subscription Agreement (attached aexhiibit to our Current Report on Form 8-K filed April 17, 2007)

10.5 Alexander Becker employment agreement, dafail A 2007 (attached as an exhibit to our CurifiReport on Form & filed
on April 17, 2007)

10.6 Heinz Scholz employment agreement, dated Aprd007 (attached as an exhibit to our CurrentoRepn Form 8K filed on
April 17, 2007)

10.7 Peter-Mark Vogel employment agreement, datedl A, 2007 (attached as an exhibit to our CuriReport on Form & filed
on April 17, 2007)

10.8 Yaroslav Bandurak employment agreement, dated Ap&007 (incorporated by reference to Exhibit 10.8ur Current Repo
on Form 8-K filed on April 17, 2007)

10.9 Farm-In Agreement, dated April 10, 2007 (dteéatas an exhibit to our Current Report on Formfied on April 17, 2007)

10.10 Talas Gold Consulting Agreement, dated Fe{ra@, 2007 (attached as an exhibit to our CurReyiort on Form & filed on
April 17, 2007)

10.11 Form of Lock-Up Agreement for Affiliates @thed as an exhibit to our Current Report on Foitifiled on April 17, 2007)

10.12 Form of Lock-Up Agreement for Minority Shaodders (attached as an exhibit to our Current ReporForm 8K filed on
April 17, 2007)
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Exhibit

Number Description

10.13 Employment Agreement between Manas Petroleum Catiporand Neil Maedel as Vice President of Busirigegelopment
dated and effective on or about June 1, 2007 (@thas an exhibit to our current report on Form fd¢ on June 7, 2007)

10.14 Form of Securities Purchase Agreement for July280,7 private placement (attached as an exhibitutdregistration Stateme
on Form SB-2 filed on November 21, 2007)

10.15 Form of Amendment to the Securities Purchase Ages¢nfor July 31, 2007 (attached as an exhibit to Registratior
Statement on Form SB-2 filed on November 21, 2007)

10.16 SubFenancy Agreement, dated October 26, 2006, betiedmz Jurgen Scholz and DWM Petroleum (attacheahasxhibit tc
our Registration Statement on Form SB-2 filed owéober 21, 2007)

10.17 Agreement, dated September 5, 2005, between Vak@and DWM Petroleum (attached as an exhibit to Ragistratior|
Statement on Form SB-2 filed on November 21, 2007)

10.18 Agreement, dated September 5, 2005, between Heirged Scholz and DWM Petroleum (attached as anbéxtd our|
Registration Statement on Form SB-2 filed on Noven#i, 2007)

10.19 Employment Agreement between Thomas Flottmann aadasl Petroleum Corporation, dated December 1, g@i@iched &
an exhibit to our Current Report on Form 8-K fileal February 26, 2008)

10.20 Employment Agreement between Rahul Sen Gupta anthdRetroleum Corporation, dated February 1, 288#dhed as ¢
exhibit to our Current Report on Form 8-K filed Babruary 26, 2008)

10.21 Form of Loan Agreement dated August 18, 28@&ched as an exhibit to our Current Report omR8XK filed on August 25
2008)

10.22 Form of Securities Purchase Agreement, IncludirgRbrm of the Warrant dated September 4, 2008ctethas an exhibit
our Current Report on Form 8-K filed on Septemlir2008)

10.23 Letter Agreement with Santos International Opereti®ty. Ltd dated August 19, 2008 (attached asxaibié to our Annua
Report on Form 10-K filed on April 15, 2009)

10.24 Letter Agreement dated November 24, 20@hase 1 Completion and Cash instead of Shareshattaas an exhibit to o
Annual Report on Form 1KB-filed on April 15, 2009)Code of Ethics, adoptecayl, 2007 (attached as an exhibit to
Registration Statement on Form SB-2 filed on Noven#i, 2007)

16.1 Letter of Staley, Okada & Partners Chartered Actanis, dated September 14, 2006 (attached as abitetxhour Curren
Report on Form 8-K filed on September 25, 2006)

16.2 Letter of Staley, Okada & Partners Chartered Actanis, dated October 3, 2006 (attached as an éxbibur Current Repo
on Form 8-K filed on October 5, 2006)

16.3 Letter of Lazar Levine & Felix LLP, dated AugyB, 2007 (attached as an exhibit to our Curregd® on Form & filed on
August 3, 2007)

21.1 Subsidiaries of Manas Petroleum Corporation
CJSC Somon Oil, Dushambe, Tajikistan, 90% interest
DWM Petroleum, Switzerland, 100% interest
Manas Petroleum AG, Switzerland, 100% interest
Manas Energia Limitada, Chile, 100% interest

23.1* Consent of Deloitte AG

23.2 Consent of Sanders Ortoli Vaughn-Flam & Rosetid LP (included in Exhibit 5.1)

31.1* Certification Pursuant to Section 302 of 8abanes-Oxley Act of 2002

31.2* Certification Pursuant to Section 302 of 8sbanes-Oxley Act of 2002

32.1* Certification Pursuant to 18 U.S.C. Secti®5@, as Adopted Pursuant to Section 906 of theg®aOxley Act of 2002

32.2% Certification Pursuant to 18 U.S.C. Secti@3Q, as Adopted Pursuant to Section 906 of thea®adzOxley Act of 2002

99.1 2007 Omnibus Stock Option Plan (attached ashibit to our Current Report on Form 8-K filed April 17, 2007)
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Exhibit
Number Description
99.2 Amended 2007 Omnibus Stock Option Plan (a¢td@s an exhibit to our Annual Report on Form 10Hd€l on April 15, 2009

* Filed herewith.
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SIGNATURES

Pursuant to the requirements of Section 13 or 18{dhe Securities Exchange Act of 1934, the regigthas duly caused this report tc
signed on its behalf by the undersigned, theredatp authorized.

MANAS PETROLEUM CORPORATION

By:

/s! Erik Herlyn

Erik Herlyn

President, Chief Executive Officer and Direc
(Principal Executive Officer

Dated: July 21, 200

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on behalf of
registrant and in the capacities and on the dathsdted.

/s! Erik Herlyn

Erik Herlyn

President, Chief Executive Officer and Direc
(Principal Executive Officer

Dated: July 21, 200

/s Ari Muljana

Ari Muljana

Chief Financial Office!

(Principal Financial Officer and Principal AccoundiOfficer)
Dated: July 21, 200

/s/ Heinz Schol

Heinz Schol:

Chairman and Executive Direct
Dated: July 21, 200

/s/ Michael Vellett:
Michael Velletta
Executive Directo
Dated: July 21, 200

/s/ Dr. Richard Scher

Dr. Richard Schen

Non-Executive and Independent Direc
Dated: July 21, 200
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegion Statement No. 333-145736 on Forr@ &-our report dated April 15, 2009 (July
2009 as to the effects of the restatement discuasiddte 23), relating to the consolidated finahstatements of Manas Petroleum Corporz
(which report expresses an unqualified opinion e donsolidated financial statements and includesxplanatory paragraph referring to
preparation of the consolidated financial statemassuming that Manas Petroleum Corporation wilticoe as a going concern), appearir
this Annual Report on Form 10-K/A of Manas PetroteGorporation for the year ended December 31, 2008.

Deloitte AG
/s/ Roland Miillel /s/ Caleb Patterso
Roland Muller Caleb Patterso

Zurich, Switzerlanc
July 21, 200¢



31.1
CERTIFICATIONS PURSUANT TO SECTION 302 OF THE SARBA NES-OXLEY ACT OF 2002
[, Erik Herlyn, certify that:

1. I have reviewed this annual report on Forr-K/A of Manas Petroleum Corporatio

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omiteie a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, né¢adisg with respect to t
period covered by this repo

3. Based on my knowledge, the financial statementd,aher financial information included in this repdairly present in all materi
respects the financial condition, results of operet and cash flows of the registrant as of, andtfe periods presented in this rep

4, The registrant's other certifying officer(s) andre responsible for establishing and maintainirsgldsure controls and procedures
defined in Exchange Act Rules 13a—15(e) and 15¢)) and internal control over financial repogtifas defined in Exchange Act Rt
13e-15(f) and 15-15(f)) for the registrant and ha

(@) designed such disclosure controls and proceduresauwsed such disclosure controls and procedurée tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being preszh

(b)  designed such internal control over financial répgr or caused such internal control over finaho#gorting to be design
under our supervision, to provide reasonable assaraegarding the reliability of financial repodirand the preparation
financial statements for external purposes in atanoce with generally accepted accounting princijj

(c) evaluated the effectiveness of the registrantdalsre controls and procedures and presentedsimeport our conclusions ab
the effectiveness of the disclosure controls aratguiures, as of the end of the period covered bsyréport based on st
evaluation; ant

(d) disclosed in this report any change in the regi$santernal control over financial reporting thatcurred during the registrai
most recent fiscal quarter (the registrant's fofigbal quarter in the case of an annual repodj ttas materially affected, ol
reasonably likely to materially affect, the registt's internal control over financial reportingd:

5. The registrant's other certifying officer(s) antidve disclosed, based on our most recent evaluafiamternal control over financi
reporting, to the registrant's auditors and thatazainmittee of the registrant's board of directms persons performing the equiva
functions):

(a) all significant deficiencies and material weaknssisethe design or operation of internal controéofinancial reporting whic
are reasonably likely to adversely affect the regig's ability to record, process, summarize apdrt financial information; an

(b) any fraud, whether or not material, that involveanaggement or other employees who have a signifitdatin the registran
internal control over financial reportin

July 21, 200¢

/s! Erik Herlyn

Erik Herlyn

President and Chief Executive Offic
(Principal Executive Officer




31.2
CERTIFICATIONS PURSUANT TO SECTION 302 OF THE SARBA NES-OXLEY ACT OF 2002
[, Ari Muljana, certify that:

1. I have reviewed this annual report on Forr-K/A of Manas Petroleum Corporatio

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omiteie a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, né¢adisg with respect to t
period covered by this repo

3. Based on my knowledge, the financial statementd,aher financial information included in this repdairly present in all materi
respects the financial condition, results of operet and cash flows of the registrant as of, andtfe periods presented in this rep

4, The registrant's other certifying officer(s) andre responsible for establishing and maintainirsgldsure controls and procedures
defined in Exchange Act Rules 13a—15(e) and 15¢)) and internal control over financial repogtifas defined in Exchange Act Rt
13e-15(f) and 15-15(f)) for the registrant and ha

(@) designed such disclosure controls and proceduresauwsed such disclosure controls and procedurée tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being preszh

(b)  designed such internal control over financial répgr or caused such internal control over finaho#gorting to be design
under our supervision, to provide reasonable assaraegarding the reliability of financial repodirand the preparation
financial statements for external purposes in atanoce with generally accepted accounting princijj

(c) evaluated the effectiveness of the registrantdalsre controls and procedures and presentedsimeport our conclusions ab
the effectiveness of the disclosure controls aratguiures, as of the end of the period covered bsyréport based on st
evaluation; ant

(d) disclosed in this report any change in the regi$santernal control over financial reporting thatcurred during the registrai
most recent fiscal quarter (the registrant's fofigbal quarter in the case of an annual repodj ttas materially affected, ol
reasonably likely to materially affect, the registt's internal control over financial reportingd:

5. The registrant's other certifying officer(s) antidve disclosed, based on our most recent evaluafiamternal control over financi
reporting, to the registrant's auditors and thatazainmittee of the registrant's board of directms persons performing the equiva
functions):

(a) all significant deficiencies and material weaknssisethe design or operation of internal controéofinancial reporting whic
are reasonably likely to adversely affect the regig's ability to record, process, summarize apdrt financial information; an

(b) any fraud, whether or not material, that involveanaggement or other employees who have a signifitdatin the registran
internal control over financial reportin

July 21, 200¢

/s/Ari Muljana

Ari Muljana

Chief Financial Officel

(Principal Financial Officer and Principal AccourgiOfficer)




Exhibit 32.1

CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

The undersigned, Eric Herlyn, hereby certifiesspant to Section 906 of tl8arbanes-Oxley Act of 2002hat:

(@) that the annual report on Form-K/A of Manas Petroleum Corporation, for the pereodied December 31, 2008, fully comg
with the requirements of section 13(a) or 15(djhefSecurities Exchange Act, as amen; and

(b) that information contained in the Form KQA fairly presents, in all material respects, teancial condition and results
operations of the issue

Date: July 21, 200

/s! Erik Herlyn

Erik Herlyn

President and Chief Executive Offic
(Principal Executive Officer

A signed original of this written statement reqditey Section 906, or other document authenticatiegnowledging, or otherwise adopting
signature that appears in typed form within thetedmic version of this written statement requibsdSection 906, has been provided to M
Petroleum Corporation and will be retained by MaRatroleum Corporation and furnished to the Sdesriand Exchange Commission ol
staff upon request.




Exhibit 32.2

CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

The undersigned, Ari Muljana, hereby certifies,quant to Section 906 of ti8arbanes-Oxley Act of 2002hat:

(@) that the annual report on Form-K/A of Manas Petroleum Corporation, for the pereodied December 31, 2008, fully comg
with the requirements of section 13(a) or 15(djhefSecurities Exchange Act, as amen; and

(b) that information contained in the Form KQA fairly presents, in all material respects, teancial condition and results
operations of the issue

Date: July 21, 200

/s/ Ari Muljana

Ari Muljana

Chief Financial Officel

(Principal Financial Officer and Principal AccourgiOfficer)

A signed original of this written statement reqditey Section 906, or other document authenticatiegnowledging, or otherwise adopting
signature that appears in typed form within thetedmic version of this written statement requibsdSection 906, has been provided to M
Petroleum Corporation and will be retained by MaRatroleum Corporation and furnished to the Sdesriand Exchange Commission ol
staff upon request.




