Sitoh Yih Pin

Chairman

Henry Tan
Managing Director

Kristin Kim
Corporate Advisory
Director

Chin Chee Choon

Corporate Advisory
Director

Loh Ji Kin
Corporate Advisory
Director

Jojo Alviedo
Corporate Advisory
Principal

Sarah Koh

Tax Director

Chan Yee Hong
Financial Advisory

Director

Eliza Mar
Finance & Operation
Director

Lam Fong Kiew
Tax Director

Associated With

Smith & Williamson

NEXIA

INTERNATIONAL

Nexia T S/NB=H

Listening, Thinking, Growing. Asia

INTERRA RESOURCES LIMITED
AND ITS SUBSIDIARIES

(Incorporated in the Republic of Singapore)
(Company Registration No.197300166Z2)
(Australia Business No. 37 129 575 275)

Annual Report for the Financial Year Ended
31 December 2010

Nexia TS Public Accounting Corporation
UEN: 200507237N

Incorporated with limited liability
Nexia TS Public Accounting Corporation is a member of Nexia International, an international network of independent accounting and consulting firms.

5 Shenton Way, #16-00 UIC Building, Singapore 068808 Tel: (65) 6534 5700 Fax: (65) 6534 5766 Website: www.nexiats.com.sg

Singapore Shanghai



Interra Resources Limited Directors’ Report
and its Subsidiaries For the financial year ended 31 December 2010

The directors present their report to the members together with the audited balance sheet of the Company
and financial statements of the Group for the financial year ended 31 December 2010.

Directorate

The directors of the Company at the date of this report are:
Edwin Soeryadjaya (Chairman)

Sandiaga Salahuddin Uno (Deputy Chairman)
Marcel Han Liong Tjia

Subianto Arpan Sumodikoro

Allan Charles Buckler

Low Siew Sie Bob (Appointed on 18 February 2011)

Ng Soon Kai

Pepen Handianto Danuatmadja (Alternate to Subianto Arpan Sumodikoro, appointed on 18 February 2011)
Crescento Hermawan (Alternate to Subianto Arpan Sumodikoro, resigned on 18 February 2011)

Arrangements for Directors to Acquire Shares or Debentures

Neither at the end of nor at any time during the financial year was the Company a party to any arrangement
whose object was to enable the directors of the Company to acquire benefits by means of the acquisition of
shares in or debentures of the Company or any other body corporate, other than as disclosed under “Share
Options” on pages 3 and 4 of this report.

Directors’ Interests in Shares or Debentures

(&) According to the register kept by the Company for the purposes of Section 164 of the Singapore
Companies Act, Chapter 50 (the “Act”), the interests of directors holding office at the end of the
financial year in shares or debentures of the Company and of related corporations other than wholly-
owned subsidiaries were as follows:

Number of ordinary shares
Number of ordinary shares in the in which the director is deemed
name of director or nominee to have an interest

At end of the At beginning of At end of the At beginning of
financial year the financial year financial year the financial year

The Company
Edwin Soeryadjaya - - 39,948,000 39,948,000

Sandiaga Salahuddin Uno - - 39,948,000 39,948,000

Subianto Arpan
Sumodikoro - - 30,000,000 30,000,000

Allan Charles Buckler 3,945,600 3,945,600 - -

Except as disclosed in this report, no director who held office at the end of the financial year had
interests in shares or debentures of the Company or not related corporations either at the beginning of
the financial year or at the end of the financial year.

There was no change in any of the above-mentioned interests in the Company or related corporations
between the end of the financial year and 21 January 2011.
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Interra Resources Limited Directors’ Report
and its Subsidiaries For the financial year ended 31 December 2010

Directors’ Contractual Benefits

Except as disclosed in the accompanying financial statements and in this report, since the end of the
previous financial year, no director of the Company has received or become entitled to receive a benefit
(other than as disclosed as directors’ remuneration and fees in the accompanying financial statements) by
reason of a contract made by the Company or a related corporation with the director or with a firm of which
he is a member or with a company in which he has a substantial financial interest.

Share Options

(a) Interra Share Option Plan

The Interra Share Option Plan (the “Plan”) for key executives and other employees of the Group was
approved by members of the Company at an Extraordinary General Meeting on 30 April 2007.

The Plan provides a means of rewarding, retaining and giving recognition to employees who have
contributed to the success and development of the Group. The Plan is administrated by the
Remuneration Committee, of which the members as the date of this report are as follows:

Ng Soon Kai (Chairman)
Allan Charles Buckler
Low Siew Sie Bob (Appointed on 18 February 2011)

Sandiaga Salahuddin Uno

Under the Plan, options to subscribe for the ordinary shares of the Company are granted to key
management personnel after taking into account criteria such as the rank, job performance, years of
service, potential for future development, contribution to the success and development of the Group and
the prevailing market and economic conditions. The exercise price of the options is determined at the
average of the closing prices of the Company’s ordinary shares as quoted on the Singapore Exchange
Securities Trading Limited (“SGX-ST") for five consecutive market days immediately preceding the date
of the grant or a price which is set at a premium to the market price, the quantum of such premium to be
determined by the Remuneration Committee in its absolute discretion (amended and approved by SGX-
ST on 26 December 2007). The vesting of the options is conditional on the participant completing a
further two years of service to the Group. Once the options are vested, they are exercisable for a period
of three years. The options may be exercised, in whole or in part of 1,000 shares or any multiple
thereof, on the payment of the aggregate exercise price. There are no restrictions on the eligibility of
the participant to participate in any other share option plan or share incentive plan implemented by any
other companies within the Group. The Group has no legal or constructive obligation to repurchase or
settle the options in cash.

The aggregate number of shares over which options may be granted on any date, when added to the
number of shares issued and issuable in respect of all options granted under the Plan, shall not exceed
5% of the issued share capital of the Company on the day preceding that date.

The Plan became operative upon the Company granting options to subscribe for 1,200,000 ordinary
shares of the Company on 3 March 2008 (“2008 Options”). The 2008 Options are exercisable from 4
March 2010 and expires on 2 March 2013. The total fair value of the 2008 Options granted and still
valid is estimated to be S$20,603 (US$14,776) using the Binomial Option Pricing Model.
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Interra Resources Limited Directors’ Report
and its Subsidiaries For the financial year ended 31 December 2010

Share Options (Cont’d)

Details of the options granted to key management personnel of the Company are as follows:

Number of unissued ordinary shares of the Company under option

Aggregate granted Aggregate exercised Aggregate
since commencement since commencement  outstanding at the
Granted during the of Plan to end of the of Plan to end of the ~end of the
financial year financial year financial year financial year

- 500,000 - 500,000

There were no options granted to directors of the Company during the financial year and no directors
of the Company have outstanding options at the end of the financial year.

No options have been granted to controlling shareholders of the Company or their associates (as
defined in the Listing Manual of the SGX-ST).

No participant under the Plan has received 5% or more of the total number of shares under option
available under the Plan.

No options have been granted at a discount during the financial year.

(b) Share Options Outstanding

The number of unissued ordinary shares of the Company under option in relation to the Plan
outstanding at the end of the financial year were as follows:

Number of unissued
ordinary shares under option

At beginning of the At end of the Exercise
financial year financial year price Exercise period
Frank Overall Hollinger 250,000 250,000 S$0.45 4 March 2010
to 2 March 2013
250,000 250,000 S%$0.55 4 March 2010

to 2 March 2013
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Interra Resources Limited Directors’ Report
and its Subsidiaries For the financial year ended 31 December 2010

Audit Committee

The members of the Audit Committee during the financial year and at the date of this report are set out as
follows:

Low Siew Sie Bob {Chairman, appointed on 18 February 2011)
Allan Charles Buckler (Re-designated as member on 18 February 2011)
Sandiaga Salahuddin Uno

Ng Soon Kai (Resigned on 25 February 2011)

The Audit Committee carried out its function in accordance with Section 201B(5) of the Act. The nature and
extent of the functions performed by the Audit Commitiee are further described in the Corporate Governance
Report.

The Audit Committee has recommended to the Board of Directors that Nexia TS Public Accounting
Corporation be nominated for re-appointment as independent auditors of the Company at the forthcoming
Annual General Meeting.

Independent Auditors

The independent auditors, Nexia TS Public Accounting Corporation, have indicated their willingness to accept
re-appointment.

On behalf of the Board of Directors

Marcel Han Ttofig Tji Ng Soon Kdi v
Director Director

Singapore

23 March 2011
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Interra Resources Limited Statement by Directors
and its Subsidiaries For the financial year ended 31 December 2010

In the opinion of the directors,

(2) the balance sheet of the Company and the consclidated financial statements of the Group as set out on
pages 9 to 61 are drawn up so as to give a true and fair view of the state of affairs of the Company and
of the Group as at 31 December 2010 and of the results of the business, changes in equity and cash
flows of the Group for the financial year then ended; and

(b) at the date of this statement, there are reasonable grounds to believe that the Company will be able to
pay its debts as and when they fall due.

The Board of Directors has, on the date of this statement, authorised these financial statements for issue.

On behalf of the Board of Directors

-~ '—-\
~— - : \
Marcel Han Licng Tjia Ng Soon Kai
Director Director
Singapore
23 March 2011
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Independent Auditor’s Report to the Members of
Interra Resources Limited

Report on the Financial Statements

We have audited the accompanying financial statements of Interra Resources Limited (the “Company”)
and its subsidiaries (the "Group”) set out on pages 9 to 61, which comprise the balance sheet of the
Company and the consolidated balance sheet of the Group as at 31 December 2010, the consolidated
statement of comprehensive income, the consolidated statement of changes in equity and the
consolidated cash flow statement of the Group for the financial year then ended, and a summary of
significant accounting policies and other explanatory notes.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation of financial statements that give a true and fair view in
accordance with the provisions of the Singapore Companies Act, Chapter 50 (the “Act”) and Singapore
Financial Reporting Standards, and for devising and maintaining a system of internal accounting
controls sufficient to provide a reasonable assurance that assets are safeguarded against loss from
unauthorised use or disposition, that transactions are properly authorised and that they are recorded
as necessary to permit the preparation of true and fair profit and loss accounts and balance sheets and
to maintain accountability of assets.

Auditor's Responsibilities

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with Singapore Standards on Auditing. Those Standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation of financial statements that give a true and fair view in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal controls. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Nexia TS Public Accounting Corporation
UEN: 200507237N
Incorporated with limited liability
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Nexia T S/Nse

Listening, Thinking, Growing. Asia

Independent Auditor’s Report to the Members of
Interra Resources Limited
(Cont’d)

Opinion

In our opinion, the balance sheet of the Company and the consolidated financial statements of the Group are
properly drawn up in accordance with the provisions of the Act and Singapore Financial Reporting Standards
s0 as to give a true and fair view of the state of affairs of the Company and of the Group as at 31 December
2010, and the results, changes in equity and cash flows of the Group for the financial year ended on that date.

Report on Other Legal and Regulatory Requirements

In our opinion, the accounting and other records required by the Act to be kept by the Company and by those
subsidiaries incorporated in Singapore of which we are the auditors, have been properly kept in accordance
with the provisions of the Act.

foi VS

Nexia TS Public Accounting Corporation

Public Accountants and Certified Public Accountants
Director-in-charge: Kristin YS Kim

Appointed since financial year ended 31 December 2006

Singapore

23 March 2011
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Interra Resources Limited
and its Subsidiaries

Balance Sheets

as at 31 December 2010

ASSETS
Non-current assets

Property, plant and equipment
Exploration, evaluation and
development costs

Intangible assets
Investments in subsidiaries

Current assets
Financial assets, at fair value
through profit or loss

Inventories

Trade and other receivables
Other current assets

Cash and cash equivalents

Total Assets

LIABILITIES

Current liabilities

Trade and other payables
Current income tax liabilities

Non-current liabilities
Provision for environmental and
restoration costs

Total Liabilities

NET ASSETS

EQUITY

Share capital
(Accumulated losses)/
Retained profits

Reserves

TOTAL EQUITY

The accompanying notes form an integral part of these financial statements.

Note

N o g b

10
11
12

13
14

16

18

20

Company Group

2010 2009 2010 2009

uss Us$ uss US$
99,702 39,063 1,184,032 1,700,596
- - 14,871,004 12,650,624
1,942 4,060 3,735,860 6,124,208
20,220,273 20,240,156 - -
20,321,917 20,283,279 19,790,896 20,475,428
- - - 551,178
- - 1,662,855 1,975,955
5,466 19,152 6,162,367 4,653,510
71,484 57,421 164,416 252,437
12,055,638 12,142,663 18,747,919 17,341,138
12,132,588 12,219,236 26,737,557 24,774,218
32,454,505 32,502,515 46,528,453 45,249,646
580,560 533,524 3,166,367 4,550,291
6,385 (11,428) 5,912,538 4,702,979
586,945 522,096 9,078,905 9,253,270
- - 812,874 684,106
586,945 522,096 9,891,779 9,937,376
31,867,560 31,980,419 36,636,674 35,312,270
40,108,575 40,108,575 40,108,575 40,108,575
(8,255,790) (8,141,658) 14,747,640 13,037,641
14,775 13,502 (18,219,541) (17,833,946)
31,867,560 31,980,419 36,636,674 35,312,270
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Interra Resources Limited Statement of Comprehensive Income

and its Subsidiaries For the financial year ended 31 December 2010
Note 2010 2009
Uss$ uUss$
Revenue 21 14,853,928 12,617,083
Cost of production 23 (10,142,227) (9,181,711)
Gross profit 4,711,701 3,435,372
Other gain, net 22 6,226,870 4,263,011
Administrative expenses 23 (8,031,605) (5,442,702)
Profit before income tax 2,906,966 2,255,681
Income tax expense 15 (1,196,967) (777,727)
Net profit 1,709,999 1,477,954

Other comprehensive income

Currency translation differences arising from consolidation (386,868) (174,963)

Total comprehensive income for the financial year 1,323,131 1,302,991

Profit attributable to:
Equity holders of the Company 1,709,999 1,477,954

Total comprehensive income attributable to:
Equity holders of the Company 1,323,131 1,302,991

Earnings per share (cents)
- Basic 25 0.666 0.575

- Diluted 25 0.666 0.575

The accompanying notes form an integral part of these financial statements.

Page 10



Consolidated Statement of Changes in Equity
For the financial year ended 31 December 2010

Interra Resources Limited
and its Subsidiaries

Attributable to equity holders of the Company

Foreign
Currency
Share Translation Special Share Option Retained Total
Note Capital Reserve Reserve Reserve Profits Equity

Group US$ Uss$ Us$ uss$ Us$ USs$
At 1 January 2010 40,108,575 (1,303,308) (16,544,140) 13,502 13,037,641 35,312,270
Employee share option plan 20(b)(ii)
- value of employee services - - - 1,273 - 1,273
To;:li;:omprehenswe income for the financial ) (386,868) ) ) 1,709,999 1,323.131
At 31 December 2010 40,108,575 (1,690,176) (16,544,140) 14,775 14,747,640 36,636,674
At 1 January 2009 40,108,575 (1,128,345) (16,544,140) 14,707 11,559,687 34,010,484
Employee share option plan
- value of employee services 20(b)(ii) - - - (1,205) - (1,205)
To;gla?omprehenswe income for the financial ) (174,963) ) ) 1,477,954 1,302,991
At 31 December 2009 40,108,575 (1,303,308) (16,544,140) 13,502 13,037,641 35,312,270

The accompanying notes form an integral part of these financial statements.
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Interra Resources Limited
and its Subsidiaries

Consolidated Cash Flow Statement

For the financial year ended 31 December 2010

Cash flows from operating activities

Profit before income tax

Adjustments for non-cash items

Depreciation of property, plant and equipment

Amortisation of:

- Exploration, evaluation and development costs

- Concession rights

- Computer software

- Participating rights

Impairment of exploration, evaluation and
development costs

Impairment of concession rights
Impairment of property, plant and equipment

Interest income
Net gain on disposal of financial assets, at fair value
through profit or loss

Net gain on disposal of club membership

Net gain on disposal of property, plant and equipment

Property, plant and equipment write-off
Write-back of impairment of exploration, evaluation
and development costs

Write-back of impairment of trade receivables

Fair value gain on financial assets, at fair value
through profit or loss

Loss arising from the transfer of concession rights
from partner

Dividend income
Unrealised currency translation gain
Operating profit before working capital changes

Changes in working capital:

Inventories

Trade and other receivables

Trade and other payables

Accrued operating expenses

Provision for environmental and restoration costs
Restricted cash

Cash generated from operations

Income tax refund/(paid)

Net cash provided by operating activities

Note

oo O O

(6]

22

22
22
22

10

22

22

14

2010 2009

US$ US$
2,906,966 2,255,681
854,935 874,175
1,793,010 1,031,318
8,188 8,187
36,072 40,793
169,200 169,200
2,224,266 1,798,744
2,291,327 242,160
8,801 -
(36,099) (95,794)
(29,170) (90,284)
- (95)
(272) (874)
681 165
(3,002,246) (2,081,000)
(1,997,754) (919,000)
(156,942) (596,613)
40,975 -
(14,393) -
(563,953) (330,618)
4,533,592 2,306,145
313,100 (229,600)
575,611 2,741,236
(797,078) (1,327,919)
(658,905) 47,470
128,768 166,117
(1,484,036) -
2,611,052 3,703,449
12,411 (332,087)
2,623,463 3,371,362
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Consolidated Cash Flow Statement
For the financial year ended 31 December 2010

Interra Resources Limited
and its Subsidiaries

Note 2010 2009
Uss$ US$

Cash flows from investing activities
Interest income received 39,489 104,110
Fixed deposit released from collateral for bankers’

guarantees, net 2,140,000 150,000
Net proceeds from disposal of

property, plant and equipment 530 966
Net proceeds from disposal of club membership - 5,085
Net proceeds from disposal of financial assets,

at fair value through profit or loss 8 737,290 571,733
Acquisition cost for exploration concession rights

in Australia (7,640) (342,324)
Capital expenditure
- Additions to property, plant and equipment 4 (346,395) (409,009)
- Additions to computer software 6 - (26,250)
- Additions to well drillings and improvements 5 (546,156) (1,442,629)
- Additions to geological and geophysical studies 5 (2,646,230) (1,751,811)
Dividend income 22 14,393 -
Net cash used in investing activities (614,719) (3,140,129)
Net increase in cash and cash equivalents 2,008,744 231,233
Cash and cash equivalents
Beginning of the financial year 12 14,531,138 14,296,829
Effects of currency translation on

cash and cash equivalents 54,001 3,076
End of the financial year 12 16,593,883 14,531,138

The accompanying notes form an integral part of these financial statements.
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Interra Resources Limited Notes to the Financial Statements
and its Subsidiaries For the financial year ended 31 December 2010

These notes form an integral part of and should be read in conjunction with the accompanying financial
statements.

(@)

General

Interra Resources Limited (the “Company”) is a company incorporated in the Republic of Singapore
and is publicly traded on the Catalist of the Singapore Exchange Securities Trading Limited (“SGX-
ST") being the primary exchange and the Australian Securities Exchange Limited (“ASX") being the
secondary exchange. The address of its registered office is at 1 Grange Road #05-04 Orchard
Building Singapore 239693. Its Singapore company registration number is 197300166Z and the
Australian business number is 37 129 575 275.

The principal activity of the Company is that of investment holding.

The principal activities, country of incorporation and place of operation of the subsidiaries and joint
ventures of the Company are set out in Note 7 and Note 29 respectively to the financial statements.

The consolidated financial statements relate to the Company and its subsidiaries (the “Group”) and the
Group'’s interests in joint ventures.

Summary of Significant Accounting Policies

The significant accounting policies which have been consistently applied in the preparation of the
financial statements of the Group and of the Company are as follows:

Basis of Preparation

The financial statements have been prepared in accordance with the Singapore Financial Reporting
Standards (“FRS”). The financial statements are prepared in accordance with the historical cost
convention except as disclosed in the accounting policies below.

The preparation of financial statements in conformity with FRS requires management to exercise its
judgement in the process of applying the Group’s accounting policies. It also requires the use of
certain critical accounting estimates and assumptions. The areas which involve a higher degree of
judgement or complexity, or areas where assumptions and estimates are significant to the financial
statements are disclosed in Note 3.

Interpretations and amendments to published standards effective in 2010

On 1 January 2010, the Group adopted the following new or amended FRS and Interpretations to FRS
(“INT FRS") that are mandatory for application from that date. Changes to the Group’s accounting
policies have been made as required, in accordance with the transitional provisions in the respective
FRS and INT FRS.

The adoption of these new or amended FRS and INT FRS did not result in substantial changes to the
Group’s and the Company’s accounting policies and had no material effect on the amounts reported
for the current or prior financial years.
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Interra Resources Limited Notes to the Financial Statements
and its Subsidiaries For the financial year ended 31 December 2010

2.

(b)

Summary of Significant Accounting Policies (Cont’d)

(i) FRS 27 (revised) Consolidated and Separate Financial Statements (effective for annual periods
beginning on or after 1 July 2009)

The revisions to FRS 27 principally change the accounting for transactions with non-controlling
interests.

No adjustments were necessary to any of the amounts previously recognised in the financial
statements as there was non-controlling interests. Accordingly, these changes do not have any
impact on the financial statements for the current financial year.

(i) Amendment to FRS 7 Cash Flow Statements (effective for annual periods beginning on or after 1
January 2010)

Under the amendment, only expenditures that result in a recognised asset in the balance sheet can be
classified as investing activities in the cash flow statement. Previously, such expenditure could be
classified as investing activities in the cash flow statement.

This change has been applied retrospectively. It had no material effect on the amounts presented in
the consolidated cash flow statement for current or prior year.

Group Accounting
(i)  Subsidiaries

Subsidiaries are those companies controlled by the Company. Control exists when the Company has
the power, directly or indirectly, to govern the financial and operating policies of a company so as to
obtain benefits from its activities. The existence and effect of potential voting rights that are currently
exercisable or convertible are considered when assessing whether the Group controls another entity.

Investments in subsidiaries are stated in the Company’s balance sheet at cost less impairment losses.
Subsidiaries are consolidated with the Company in the Group’s financial statements. The financial
statements of subsidiaries are included in the consolidated financial statements from the date that
control commences until the date that control ceases.

On 10 July 2003, the Company became the legal parent of Goldwater Company Limited (“Goldwater”)
as part of its restructuring process. The shareholders of Goldwater became the majority shareholders
of the Company with 76.18% of the enlarged share capital before the placement exercise. Further, the
Company'’s continuing operations and executive management were those of Goldwater. Accordingly,
the substance of the business combination was that Goldwater acquired the Company in a reverse
acquisition. As a result of applying the reverse acquisition accounting, the Group’s consolidated
financial statements reflect the continuation of the financial statements of its legal subsidiary,
Goldwater.

(i)  Joint Ventures

Joint ventures are entities over which the Group has contractual arrangements to jointly share the
control with one or more parties. The Group’s interests in joint ventures are accounted for in the
consolidated financial statements by proportionate consolidation.
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Interra Resources Limited Notes to the Financial Statements
and its Subsidiaries For the financial year ended 31 December 2010

2.  Summary of Significant Accounting Policies (Cont’d)

Proportionate consolidation involves combining the Group’s share of joint ventures’ individual income
and expenses, assets and liabilities, and cash flows on a line-by-line basis with similar items in the
Group’s financial statements. The Group recognises the portion of gains or losses on the sale of
assets by the Group to the joint venture to the extent that it is attributable to the other venturers. The
Group does not recognise its share of results from the joint venture that arises from its purchase of
assets from the joint venture until the Group resells the assets to an independent party. However, a
loss on the transaction is recognised immediately if the loss provides evidence of a reduction in the net
realisable value of the current assets or is an impairment loss.

(i) Acquisition of Business
The acquisition method of accounting is used to account for business combinations by the Group.

The consideration transferred for the acquisition of a subsidiary comprises the fair value of the assets
transferred, the liabilities and the equity interests issued by the Group. The consideration transferred
also includes the fair value of any contingent consideration arrangement and the fair value of any pre-
existing equity interest in the subsidiary.

Acquisition-related costs are expensed as incurred.

Identifiable assets acquired, and liabilities and contingent liabilities assumed in a business
combination are, with limited exceptions, measured initially at their fair values at the acquisition date.

On an acquisition-by-acquisition basis, the Group recognises any non-controlling interest in the
acquiree at the date of acquisition either at fair value or at the non-controlling interest’s proportionate
share of the acquiree’s net identifiable assets.

The excess of the consideration transferred, the amount of any non-controlling interest in the acquiree
and the acquisition-date fair value of any previous equity interest in the acquiree over the fair value of
the net identifiable assets acquired is recorded as goodwiill.

(iv) Disposal of Subsidiaries or Businesses

When a change in the Company’s ownership interest in a subsidiary results in a loss of control over
the subsidiary, the assets and liabilities of the subsidiary including any goodwill are de-recognised.
Amounts recognised in other comprehensive income in respect of that entity are also reclassified to
profit or loss or transferred directly to retained earnings if required by a specific standard.

Any retained interest in the entity is re-measured at fair value. The difference between the carrying
amount of the retained investment at the date when control is lost and its fair value is recognised in the
statement of comprehensive income.
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Interra Resources Limited Notes to the Financial Statements
and its Subsidiaries For the financial year ended 31 December 2010

2.

(c)

(d)

Summary of Significant Accounting Policies (Cont’d)

Intangible Assets
(i) Goodwill on Reverse Acquisition

Goodwill arising from reverse acquisition represents the excess of the deemed cost of acquisition over
the fair value of the Group’s share of the identifiable net assets acquired. Goodwill is stated at cost
less impairment losses. Goodwill is tested for its impairment annually or more frequently if events or
changes in circumstances indicate that the goodwill may be impaired.

(i) Participating Rights for Technical Assistance Contract for Tanjung Miring Timur
(“TAC TMT")

Participating rights represent the excess of the fair value of the identifiable assets acquired and the
liabilities assumed over the cost of acquisition of the 70% interest in the TAC TMT. Participating rights
are amortised on a straight line basis from the date of initial recognition over the remaining period of
TAC TMT of 12.75 years from 1 April 2004 to 31 December 2016.

(iii) Participating Rights for Petroleum Concession Agreements (“PCAs”) and Petroleum
Exploration Permit (“ PEP”)

Participating rights represent the excess of the fair value of the identifiable assets acquired and the
liabilities assumed over the cost of acquisition of the 50% interests in the PCAs in Thailand and PEP in
Australia. Participating rights are amortised on a straight line basis over the remaining life of PCAs
and PEP upon commencement of production.

(iv) Concession Rights

Concession rights refer to the amount paid to acquire the interest in Improved Petroleum Recovery
Contracts (“IPRCs"). Concession rights are capitalised and amortised on a straight line basis over the
remaining life of IPRCs of approximately 14 years from 1 March 2003 to 31 March 2017.

(v) Computer Software

Computer software is capitalised and amortised on a straight line basis over its useful life of 3 to 4
years.

Property, Plant and Equipment

Property, plant and equipment is stated at cost less accumulated depreciation and accumulated
impairment losses. The cost of an asset comprises its purchase price and any directly attributable
costs of bringing the asset to working condition for its intended use. When assets are sold or retired,
their costs and accumulated depreciation are removed from the financial statements and any gain or
loss resulting from their disposal is included in the statement of comprehensive income.
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(€)

Summary of Significant Accounting Policies (Cont’d)

Depreciation

Depreciation is provided for all property, plant and equipment on a straight-line basis so as to write off
the costs of these assets over their respective estimated useful life as follows:

Pumping tools 4 years
Drilling and field equipment 4 years
Computers 3 years
Office equipment 3 years
Renovations, furniture and fittings 2 to 3 years

Subsequent expenditure relating to property, plant and equipment that has already been recognised
is added to the carrying amount of the asset only when it is probable that future economic benefits
associated with the item will flow to the Group and the cost of the item can be measured reliably. All
other repair and maintenance expenses are recognised in the statement of comprehensive income
when incurred.

On disposal of an item of property, plant and equipment, the difference between the disposal
proceeds and its carrying amount is recognised in the statement of comprehensive income.

Exploration, Evaluation and Development Costs
(i) Exploration and Evaluation Phase

Exploration and evaluation costs are accumulated in respect of each area of interest. Exploration and
evaluation costs include the cost of acquisition, drilling, seismic, technical evaluation and feasibility
studies, and include manpower and associated overhead charges incurred during the initial study
period.

Exploration, evaluation and development costs are carried forward to where the right to tenure of the
area of interest is current and they are expected to be recouped through successful development and
exploitation of the area of interest, or where activities in the area of interest have not yet reached a
stage that allows reasonable assessment of the existence of economically recoverable reserves.

Costs of evaluation and unsuccessful exploration in areas of interest where economically recoverable
reserves do not currently exist (or is held under Retention Lease or equivalent) are expensed as
incurred even if facilities in this area of interest are continuing. When an area of interest is
abandoned or decided by the directors that it is not commercially viable, any accumulated costs in
respect of that area are written off in the financial period the decision is made. Each area of interest
is also reviewed at the end of a financial period and its accumulated costs are written off to the extent
that they will not be recoverable. Each potential or recognised area of interest is evaluated as and
when management deems there are indications of significant change in the oil reserves.

(i) Development and Production Phase

Development costs are incurred within an area of interest as a component of a commercial
development phase only upon its commitment to a commercial development.
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(f)

Summary of Significant Accounting Policies (Cont’d)

Recoverable costs included in the production phase represent costs recoverable under the production
sharing type of petroleum contracts. Under these contracts, cost is recoverable monthly to the extent
of the maximum allowable depending on the production output. Any excess expenses not recovered
for the period are carried forward to the extent where they may be recouped in the following periods.
The carrying amount of the recoverable cost is reviewed to determine whether there is any indication of
impairment. Capitalisation of recoverable cost will cease when there is such indication.

(i)  Amortisation

Amortisation is not charged on costs carried forward in respect of areas of interest in the development
phase until production commences. When production commences, carried forward exploration,
evaluation and development costs are amortised on a units of production basis over the life of the
economically recoverable reserves.

Impairment of Non-Financial Assets

()  Goodwill

Goodwill is reviewed for impairment whenever there is an indication that the assets may be impaired
and at least once a year.

For the purpose of impairment testing of goodwill, goodwill is allocated to each of the Group’s cash-
generating units (“CGU”) which are expected to benefit from the synergies of the business
combinations. An impairment loss is recognised in the statement of comprehensive income when the
carrying amount of the CGU, including the goodwill, exceeds the recoverable amount of the CGU. The
recoverable amount of the CGU is the higher of the CGU’s fair value less cost to sell and value-in-use.
The total impairment loss is allocated first to reduce the carrying amount of goodwill allocated to the
CGU and then to the other assets of the CGU pro-rata on the basis of the carrying amount of each
asset in the CGU.

Impairment loss on goodwill is not reversed in subsequent periods.
(i) Non-Financial Assets Other Than Goodwill

Intangible assets, exploration, evaluation and development costs, property, plant and equipment, and
investments in subsidiaries and joint ventures are reviewed for impairment whenever there is any
objective evidence or indication that these assets may be impaired.

For the purpose of impairment testing of these assets, the recoverable amount (i.e. the higher of the
fair value less cost to sell and the value-in-use) is determined on an individual asset basis unless the
asset does not generate cash flows that are largely independent of those from other assets. If that is
the case, the recoverable amount is determined for the CGU to which the asset belongs. When
estimating these future cash flows, the management makes reasonable and supportable assumptions
based on a range of economic conditions that will exist over the remaining useful life of the asset.
Although these estimates are based on management’s best knowledge of current events and actions,
actual results may ultimately differ from these estimates.

An impairment loss is recognised in the statement of comprehensive income whenever the carrying
amount of an asset or its CGU exceeds its recoverable amount.

Page 19



Interra Resources Limited Notes to the Financial Statements
and its Subsidiaries For the financial year ended 31 December 2010

(9)

(h)

(i)

Summary of Significant Accounting Policies (Cont’d)

An impairment loss for an asset other than goodwill is reversed only if there has been a change in the
estimates used to determine the asset’s recoverable amount since the last impairment loss was
recognised. The carrying amount of an asset other than goodwill is increased to its revised
recoverable amount, provided that this amount does not exceed the carrying amount that would have
been determined (net of any accumulated amortisation or depreciation) as if no impairment loss had
been recognised for the asset in prior years. A reversal of impairment loss for an asset other than
goodwill is recognised in the statement of comprehensive income.

Payables

Trade and other payables are initially recognised at fair value, and subsequently measured at
amortised cost using the effective interest method.

Provisions

A provision is recognised in the balance sheet when the Company or the Group has a legal
constructive obligation as a result of a past event, and it is probable that an outflow of economic
benefits will be required to settle the obligation.

A provision for onerous contracts is recognised when the expected benefits from a contract are lower
than the unavoidable cost of meeting the obligations under the contract.

Income Taxes
() Current Income Tax

Current income tax liabilities (and assets) for current and prior periods are recognised at the amounts
expected to be paid to (or recovered from) the tax authorities.

(i) Deferred Income Tax

Deferred income tax is recognised for all temporary differences except when the deferred income tax
arising from the initial recognition of an asset or liability affects neither accounting nor taxable profit or
loss at the time of the transaction.

A deferred income tax liability is recognised on temporary differences arising on investments in
subsidiaries and joint ventures, except where the Group is able to control the timing of the reversal of
the temporary difference and it is probable that the temporary difference will not reverse in the
foreseeable future.

A deferred income tax asset is recognised to the extent it is probable that future taxable profit will be
available against which the deductible temporary differences and tax losses can be utilised.

Current and deferred income taxes are measured using the tax rates and tax laws that have been
enacted or substantially enacted by the balance sheet date and are recognised as income or expenses
in the statement of comprehensive income for the period, except to the extent that the tax arising from
a business combination or a transaction is recognised directly in equity.
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()

(k)

()

Summary of Significant Accounting Policies (Cont’d)

Deferred income tax is also measured based on the tax consequence that will follow from the manner
in which the Group expects, at the balance sheet date, to recover or settle the carrying amounts of its
assets and liabilities.

Borrowings and Finance Costs

Borrowings are initially recognised at fair value (net of transaction costs) and subsequently carried at
amortised cost. Any difference between the proceeds (net of transaction costs) and the redemption
value is recognised to the statement of comprehensive income over the period of borrowings using
effective interest method.

Borrowings are presented as current liabilities unless the Group has an unconditional right to defer
settlement for at least 12 months after the balance sheet date.

Interest expense and similar charges are expensed in the statement of comprehensive income in the
period in which they are incurred, except to the extent that the expense is being capitalised as part of a
cost that is directly attributable to the acquisition, construction or production of an asset which
necessarily takes a substantial period of time to get ready for its intended use or sale. All borrowing
costs are recognised in the statement of comprehensive income using the effective interest method.

Environmental and Restoration Expenditure

Liabilities for environmental remediation resulting from past operations or events are recognised in the
period in which an obligation to a third party arises and the amount can be reasonably estimated.

The environmental and restoration expenditure is accumulated using the units of production basis.
Subsequent revisions to the environmental and restoration expenditure are considered as change in
estimates and are accounted for on a prospective basis.

Employee Benefits

0] Post Employment Benefits

The Group and its joint ventures operate both defined contribution post-employment benefit and
defined benefit plans.

Defined Contribution Plans

Defined contribution plans are post-employment benefit plans under which the Group and its joint
ventures pay fixed contributions to entities such as the Central Provident Fund Board on a mandatory,
contractual or voluntary basis. The Group has no further payment obligations once the contributions
are paid. The Group’s contributions are recognised as employee compensation expense when they
are due.

Defined Benefit Plans

Defined benefit plans are post-employment benefit pension plans other than defined contribution plans.
Defined benefit plans typically define the amount of benefit that an employee will receive upon or after
retirement, usually dependent on one or more factors such as age, years of service and compensation.
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(m)

Summary of Significant Accounting Policies (Cont’d)

The liability recognised in the statement of financial position in respect of defined benefit plans is the
present value of the defined benefit obligation at the balance sheet date less the fair value of the plan
assets, together with adjustments for unrecognised past service costs. The defined benefit obligation
is estimated using the projected unit credit method. The present value of the defined benefit
obligation is determined by discounting the estimated future cash outflows using market yield of high
quality corporate bond that is denominated in the currency and the country in which the benefit will be
paid and has tenure approximating to that of the defined benefit obligation.

Actuarial gains and losses are recognised in other comprehensive income in the period when they
arise.

Past service costs are recognised immediately in the statement of comprehensive income, unless the
changes to the pension plan are conditional on the employee remaining in service for a specified
period of time (the vesting period). In this case, the past service costs are amortised on a straight-
line basis over the vesting period.

(i) Employee Leave Entitlements

Employees’ entitlements to annual leave are recognised when they are accrued to employees. An
accrual is made for the estimated liability for annual leave as a result of services rendered by
employees up to the balance sheet date.

(iii) Share-Based Compensation

The share option plan allows Group employees to acquire shares of the Company. The fair value of
options granted is recognised as an employee expense in the statement of comprehensive income
with a corresponding increase in the share option reserve over the vesting period. The fair value is
measured at grant value and spread over the period during which the employee become
unconditionally entitled to the options. At each balance sheet date, the Company revises its
estimates of the number of shares under options that are expected to become exercisable on the
vesting date and recognises the impact of the estimates in the statement of comprehensive income,
with a corresponding adjustment to the share option reserve over the remaining vesting period.

When the options are exercised, the proceeds received (net of transaction costs) and the related
amount previously recognised in the share option reserve is credited to the share capital account on
the issuance of new ordinary shares.

Financial Assets

The Group classifies its financial assets in the following categories: loans and receivables, financial
assets, available-for-sale and at fair value through profit or loss. The classification depends on the
nature of the asset and the purpose for which the asset was acquired. Financial assets are
recognised on the balance sheet only when the Group becomes a party to the contractual provision of
the financial instrument. The Group determines the classification of the financial assets upon initial
recognition and, where allowed and appropriate, re-evaluates this designation at each financial year
end. The designation of financial assets at fair value through profit or loss is irrevocable.
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2. Summary of Significant Accounting Policies (Cont’d)
0) Loans and Receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in active markets. They are presented as current assets, except for those maturing
later than 12 months after the balance sheet date which are presented as non-current assets.

Loans and receivables, including trade and other receivables, are initially recognised at fair value,
and subsequently at fair value less allowances for impairment.

An allowance for impairment of loans and receivables, including trade and other receivables, is
recognised when there is objective evidence that the Group will not be able to collect all the amounts
due in accordance to the original terms of the receivables. The amount of the allowance is the
difference between the asset’s carrying amount and the present value of estimated future cash flows,
discounted at the original effective interest rate.

(i) Financial Assets, Available-For-Sale

Financial assets, available-for-sale are non-derivatives that are either designated in this category or
not classified in any of the other categories. They are presented as non-current assets unless
management intends to dispose of the assets within 12 months after the balance sheet date.

Financial assets, available-for-sale are initially recognised at fair value plus transaction costs, and are
subsequently carried at fair value. Unrealised gains and losses arising from changes in the fair value
of the financial assets, available-for-sale are recognised in the fair value reserve within equity. When
financial assets, available-for-sale are sold, the accumulated fair value adjustments recognised in the
fair value reserve within equity are reversed to the statement of comprehensive income.

In the case of an equity security classified as available-for-sale, a significant or prolonged decline in
the fair value of the security below its cost is considered as an indicator that the security is impaired.
The impairment amount charged to the statement of comprehensive income is measured as the
difference between the acquisition cost (net of any principal repayments and amortisation) and the
current fair value, less any impairment losses previously recognised in the statement of
comprehensive income. This impairment losses recognised as an expense on equity security are not
reversed through the statement of comprehensive income.

(iii) Financial Assets, at Fair Value through Profit or Loss

Financial assets designated as at fair value through profit or loss on inception are those that are
managed and whose performance is evaluated on a fair value basis in accordance to a documented
Group investment strategy. Assets in this category are presented as current assets.

Financial assets, at fair value through profit or loss are initially recognised at fair value, and
subsequently carried at fair value. Transaction costs are recognised immediately in the statement of
comprehensive income.

Changes in the fair values of financial assets, at fair value through profit or loss, including the effects
of currency translation, interest and dividend, are recognised in the statement of comprehensive
income when the changes arise.
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2. Summary of Significant Accounting Policies (Cont’d)

(n) Cash and Cash Equivalents
Cash and cash equivalents comprise cash balances, bank balances, restricted cash, fixed deposits
and fixed deposits as collateral for bankers’ guarantees which are subject to an insignificant risk of
change in value. For the purpose of presentation in the consolidated cash flow statement, cash and
cash equivalents are presented net of bank overdrafts (if any) which are repayable on demand and
which form an integral part of the Group’s cash management.

(o) Inventories
Inventories comprise mainly consumable stocks which are stated at the lower of cost and net
realisable value. Cost is determined by applying the first-in-first-out basis.

(p) Revenue Recognition
Revenue is recognised when it is probable that the economic benefits will flow to the Group and the
revenue and costs, if applicable, can be measured reliably. Revenue is recognised in the statement of
comprehensive as follows:
(i) Revenue
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the entity
and the revenue can be measured reliably.
(i) Interest Income
Interest income from bank deposits and advances made to subsidiaries are accrued on a time basis,
with reference to the principal outstanding and the interest rate applicable.
(iii) Dividend Income
Dividend income from subsidiaries is recognised when the right to receive payment is established.
(iv) Management and Petroleum Services Fees
Management and petroleum services fees are recognised upon the rendering of management and
consultation services to and the acceptance by subsidiaries and joint ventures.

(@) Foreign Currency Translation

(i)  Functional and Presentation Currency

Items included in the financial statements of each entity in the Group are measured using the
currency that best reflects the economic substance of the underlying events and circumstances
relevant to that entity. The financial statements are presented in United States Dollars, which is the
functional and presentation currency of the Group.
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(r)

Summary of Significant Accounting Policies (Cont’d)
(i) Transactions and Balances

Transactions in a currency other than the functional currency (“foreign currency”) are translated into
the functional currency using the exchange rates at the dates of the transactions. Currency
translation differences resulting from the settlement for such transactions and from the translation of
monetary assets and liabilities denominated in foreign currencies at the closing rates at the balance
sheet date are recognised in the statement of comprehensive income, unless they arise from
borrowings in foreign currencies and other currency instruments designated and qualifying as net
investment hedges and net investment in foreign operations. Those currency translation differences
are recognised in the currency translation reserve in the consolidated financial statements and
transferred to the statement comprehensive income as part of the gain or loss on disposal of the
foreign operation.

Non-monetary items measured at fair values in foreign currencies are translated using the exchange
rates at the date the fair values are determined.

(iii)  Translation of Group Entities’ Financial Statements

The results and financial position of Group entities that are in functional currencies other than United
States Dollars are translated into United States Dollars on the following basis:

(1) Assets and liabilities for each balance sheet presented are translated at the rates of exchange
approximating those ruling at the balance sheet date;

(2) Income and expenses for each statement of comprehensive income are translated at average
exchange rates (unless this average is not a reasonable approximation of the cumulative effect
of the rates prevailing on the transaction dates, in which case income and expenses are
translated using the exchange rates at the date of transactions); and

(3)  All resulting foreign currency translation differences are taken in the shareholders’ equity as
foreign currency translation reserve.

Goodwill and fair value adjustments arising from the acquisitions of foreign operations on or after 1
January 2005 are treated as assets and liabilities of the foreign operations and translated at the
closing rates on the reporting dates. For acquisitions prior to 1 January 2005, the exchange rates at
the date of acquisitions are used.

Operating Leases

Leases of property, plant and equipment where significant portions of the risks and rewards are
retained by lessors are classified as operating leases. Payments made under operating leases (net of
any incentives received from lessors) are taken in the statement of comprehensive income on a
straight-line basis over the period of the leases.

Contingent rents are recognised as expenses in the statement of comprehensive income in the
financial period in which they are incurred.

When an operating lease is terminated before the lease period expires, any payment required to be
made to the lessor by way of penalty is recognised as an expense in the financial period in which the
termination takes place.
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2. Summary of Significant Accounting Policies (Cont’d)

(s) Segment Reporting
Operating segments are reported in a manner consistent with the internal reporting provided to the
Board of Directors whose members are responsible for allocating resources and assessing
performance of the operating segments.

() Dividends to Company’s Shareholders
Dividends to the Company’s shareholders are recognised when the dividends are approved for
payment.

(u) Fair Value Estimation
The fair values of financial instruments traded in active markets (such as exchange-traded and over-
the-counter securities and derivatives) are based on quoted market prices at the balance sheet date.
The quoted market prices used for financial assets are the current bid prices and the appropriate
quoted market prices used for financial liabilities are the current asking prices.
The fair values of current financial assets and liabilities are carried at amortised cost approximating
their carrying amounts.

(v) Government Grants

Grants from the government are recognised as a receivable at their fair value when there is
reasonable assurance that the grant will be received and the Group will comply with all the attached
conditions.

Government grants receivable are recognised as income over the periods necessary to match them
with the related costs which they are intended to compensate, on a systematic basis.
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3. Critical Accounting Estimates, Assumptions and Judgements

Estimates, assumptions and judgements concerning the future are made in preparation of the
financial statements. They affect the application of the Group’s accounting policies, and the reported
amounts of the financial statements and the disclosures made. They are assessed on an on-going
basis and are based on experience, relevant factors and conditions, including current and expected
future events that are believed to be reasonable under the circumstances.

Key Sources of Estimating Uncertainty

@)

(b)

(€)

Petroleum Reserves

There are numerous uncertainties inherent in the estimation of reserves and cash flows,
including many factors beyond the Group’s control. Evaluation of reserves and cash flows
includes a number of assumptions relating to factors such as initial production rates, production
decline rates, ultimate recovery of reserves, timing and amount of capital expenditures,
marketability of production, future petroleum prices, future operating costs and government
levies that may be imposed over the producing life of the reserves. Many of these assumptions
are subject to change and are beyond the Group’s control. The determination of petroleum
reserves has a significant impact on future cash flows which may affect the production level
and hence future sales. Petroleum reserves also affect future amortisation rates of certain
capitalised costs, such as exploration, evaluation and development costs. It also affects future
provision rates for environmental and restoration costs.

Amortisation of Exploration, Evaluation and Development Costs

The amounts recorded for amortisation and the recovery of the carrying value of petroleum
properties depend on the estimates of petroleum reserves and the useful lives of the related
assets. The Group currently amortises exploration, evaluation and development costs using
the units of production method against management’'s estimates of petroleum reserves.
Changes in the petroleum reserves could impact future amortisation charges. Accordingly,
there may be material adjustments made to the carrying amount of the respective assets.

Estimated Impairment of Exploration, Evaluation and Development Costs, Intangible
Assets and Allowances for Impairment of Trade Receivables

The Group performs assessment of the carrying value of its assets on a regular basis. The
recoverable amounts of CGU are determined based on value-in-use calculations. These
calculations require the use of estimates and key assumptions, inter alia, petroleum reserves,
future crude oil prices, operating costs, capital expenditure and number of payment of invoices
received by the Group in a year. Management has used the 2011 budgets reviewed by the
respective joint ventures’ owner committees and also past experiences as a guide. The period
beyond 2011 until the contracts expire assumes some drilling activities undertaken to further
develop the existing fields. Future cash flows are discounted using a weighted average cost of
capital of 10% per annum (a comparable rate used by other companies in the region and in the
similar nature of business sector).

Actual results may ultimately differ from the estimates and key assumptions utilised in the
calculations. Accordingly, there may be material adjustments to the carrying amount of the
respective assets.
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3. Critical Accounting Estimates, Assumptions and Judgements

(d)

(e)

The collection of the trade receivables in Myanmar has increased during 2010 compared to the
previous year. Due to the consistently higher payment frequency in Myanmar, management
wrote back the impairment of exploration, evaluation and development costs of US$3,002,246
(2009: US$2,081,000) (Note 5) and allowances for impairment of trade receivables of
US$1,997,754 (2009: US$919,000) (Note 10) to the consolidated balance sheet at 31
December 2010.

During the financial year, the Group also made an impairment of exploration, evaluation and
development costs of US$500,000 (Note 5) on the Indonesia operations.

In addition, the Company wrote back the impairment made on its investment in Goldwater of
US$7,941,283 (2009: US$2,510,067) and made an impairment on its investment in Interra
Resources (Thailand) Limited of US$6,741,500 (Note 7) in 2010. However, these write back
and impairment do not have any impact on the Group’s consolidated statement of
comprehensive income as they have been eliminated on consolidation.

If management’s estimated pre-tax discount rates applied to the discounted cash flows for the
Myanmar and Indonesia’s operations at 31 December 2010 are raised by 5%, the carrying
amount of exploration, evaluation and development costs and trade receivables for each
operation would have been reduced in aggregate by approximately US$2,295,000 and
US$997,000 respectively.

Provision for Environmental and Restoration Costs

Environmental and restoration costs are a normal consequence of oil extraction and the
majority of this expenditure is incurred at the end of a well’s life or an area of interest. In
determining an appropriate level of provision, consideration is given to the expected future
costs to be incurred, the timing of these expected future costs (largely dependent on the life of
wells), and the expected useful life of the areas of interest and the wells. The ultimate
environmental and restoration cost are uncertain and may vary in response to many factors,
including changes to the relevant legal requirements and the emergence of new restoration
techniques or experience at other wells. The Group currently makes provisions for
environmental and restoration costs using the units of production method. Changes in the
petroleum reserves could impact future provision charges.

Income Taxes

The Group’s profit is subject to income tax mainly in Indonesia, Myanmar and Singapore.
Significant judgement is required in determining the Group-wide provisions for income taxes
including capital allowances and deductibility of certain expenses. The Group has made the
necessary tax provisions under the respective petroleum contracts. The Group has not paid
income tax in respect of the Indonesia operations as there is unrecovered cost pool. As for the
Myanmar operations, tax assessments have been finalised and paid up to 2004. If the final tax
outcome allows deduction of unrecovered cost pools against profit oil, the actual tax expenses
may be lower than the current tax provision. If such over-provision occurs, it will be reversed
upon determination. Please refer to Note 27(b) for contingent liabilities for possible capital gain
tax in Myanmar.
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4.

Property, Plant and Equipment

Company

2010

Cost

Opening balance
Additions
Disposals

Closing balance

Accumulated
depreciation and
impairment losses

Opening balance

Charges

Disposals

Closing balance

Net book value as at
31 December 2010

2009

Cost

Opening balance
Additions
Disposals
Closing balance

Accumulated
depreciation and
impairment losses

Opening balance

Charges

Disposals

Closing balance

Net book value as at
31 December 2009

Renovations,

Office Furniture and

Computers Equipment Fittings Total

Us$ US$ Us$ US$
108,689 3,861 42,362 154,912
5,300 2,470 92,884 100,654
(2,974) - (36,580) (39,554)
111,015 6,331 98,666 216,012
77,728 3,433 34,688 115,849
18,327 583 20,814 39,724
(2,862) - (36,401) (39,263)
93,193 4,016 19,101 116,310
17,822 2,315 79,565 99,702
124,225 4,426 80,824 209,475
18,586 513 2,356 21,455
(34,122) (1,078) (40,818) (76,018)
108,689 3,861 42,362 154,912
68,290 4,426 60,130 132,846
21,465 85 15,118 36,668
(12,027) (1,078) (40,560) (53,665)
77,728 3,433 34,688 115,849
30,961 428 7,674 39,063
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4.

Property, Plant and Equipment (Cont'd)

®

ro
2010
Costs

Opening balance

Additions

Disposals

Currency translation differences

Closing balance

c

N
o

Accumulated depreciation
and impairment losses

Opening balance

Charges

Disposal

Impairment losses

Currency translation differences

Closing balance

Net book value as at
31 December 2010

Renovations, Drilling and
Office Furniture and Pumping Field

Computers Equipment Fittings Tools Equipment Total

Note Us$ US$ US$ Uss$ USs$ US$
191,565 30,151 137,596 2,565,254 2,134,071 5,058,637
5,300 3,160 93,337 208,217 36,381 346,395
(3,627) (475) (36,580) - - (40,682)
1,736 458 1,031 - - 3,225
194,974 33,294 195,384 2,773,471 2,170,452 5,367,575
121,907 25,096 59,712 1,556,307 1,595,019 3,358,041
23 39,866 3,016 43,803 560,000 208,250 854,935
(3,381) (352) (36,401) - - (40,134)
23 5,599 1,130 2,072 - - 8,801
939 263 698 - - 1,900
164,930 29,153 69,884 2,116,307 1,803,269 4,183,543
30,044 4,141 125,500 657,164 367,183 1,184,032
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Group
009

Cost
Opening balance
Additions

N

Transfer from asset under construction

Adjustment

Disposals

Currency translation differences
Closing balance

Accumulated depreciation
and impairment losses

Opening balance

Charge

Disposals

Currency translation differences

Closing balance

Net book value as at
31 December 2009

4. Property, Plant and Equipment (Cont’'d)

Renovations, Drilling and
Office Furniture and Pumping Field

Computers Equipment Fittings Tools Equipment Total

Note US$ uUss$ uUss$ Uss$ uss$ Uss$
202,009 34,060 172,336 2,063,944 1,858,726 4,331,075
35,261 1,065 14,727 501,310 20,222 572,585
5 - - - - 375,664 375,664
- - - - (120,541) (120,541)
(46,169) (5,029) (49,580) - - (100,778)
464 55 113 - - 632
191,565 30,151 137,596 2,565,254 2,134,071 5,058,637
95,550 24,113 74,988 1,041,111 1,305,270 2,541,032
23 42,048 2,011 25,171 515,196 289,749 874,175
(15,847) (1,078) (40,560) - - (57,485)
156 50 113 - - 319
121,907 25,096 59,712 1,556,307 1,595,019 3,358,041
69,658 5,055 77,884 1,008,947 539,052 1,700,596
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5.

Exploration, Evaluation and Development Costs

Group

2010

Cost

Opening balance
Additions

Transfer to profit or loss

Transfer to exploration,
geological and
geophysical/completed
assets

Currency translation
differences

Closing balance

Accumulated amortisation
and impairment losses

Opening balance
Charges

Impairment losses

Write-back of impairment
losses

Currency translation
differences

Closing balance

Net book value as at
31 December 2010

Note

23
23

22

Exploration and Evaluation

Development and Production

Exploration,
Geological
and
Initial Joint Contractual Geophysical Asset under Completed Cost
Study Cost Bonus Cost Construction Assets Recovery Total
US$ US$ US$ US$ US$ US$ US$
1,890,616 599,788 3,547,961 291,982 16,137,094 4,249,173 26,716,614
- - 2,646,230 4,371 541,785 - 3,192,386
- - - (119,431) - - (119,431)
- - 93,860 (175,760) 81,900 - -
- 6,465 (692,277) - - - (685,812)
1,890,616 606,253 5,595,774 1,162 16,760,779 4,249,173 29,103,757
1,350,443 554,947 1,829,403 - 6,546,222 3,784,975 14,065,990
123,929 5,307 135,921 - 1,396,997 130,856 1,793,010
- 49,628 1,674,638 - 500,000 - 2,224,266
- (436,735) - - (1,346,128) (1,219,383) (3,002,246)
- 1,678 (849,945) - - - (848,267)
1,474,372 174,825 2,790,017 - 7,097,091 2,696,448 14,232,753
416,244 431,428 2,805,757 1,162 9,663,688 1,552,725 14,871,004
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5. Exploration, Evaluation and Development Costs (Cont’d)

Group Note

Cost
Opening balance

Additions
Transfer to property, plant and
equipment 4

Transfer to completed assets
Currency translation
differences

Closing balance

Accumulated amortisation
and impairment losses

Opening balance

Charges 23
Impairment losses 23
Write-back of impairment

losses 22
Currency translation

differences

Closing balance

Net book value as at
31 December 2009

Exploration and Evaluation

Development and Production

Exploration,
Geological
and
Initial Joint Contractual Geophysical Asset under Completed Cost
Study Cost Bonus Cost Construction Assets Recovery Total
US$ US$ US$ US$ US$ US$ US$
1,890,616 598,298 1,756,741 147,931 15,214,180 4,249,173 23,856,939
- - 1,751,811 1,059,934 382,695 - 3,194,440
. - - (375,664) - - (375,664)
- - - (540,219) 540,219 - -
- 1,490 39,409 - - - 40,899
1,890,616 599,788 3,547,961 291,982 16,137,094 4,249,173 26,716,614
1,271,100 540,000 153,390 - 7,639,877 3,712,497 13,316,864
79,343 - 9,025 - 870,472 72,478 1,031,318
- 14,883 1,783,861 - - - 1,798,744
- - (116,873) - (1,964,127) - (2,081,000)
- 64 - - - - 64
1,350,443 554,947 1,829,403 - 6,546,222 3,784,975 14,065,990
540,173 44,841 1,718,558 291,982 9,590,872 464,198 12,650,624

The impairment charges recognised during the financial year ended 31 December 2010 arose from the Indonesia operations of US$500,000 and the relinquishment of Blocks
L17/48 and L9/48 of the Thailand operations of US$1,724,266.
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6. Intangible Assets

Goodwill on
Reverse Participating  Concession Computer
Acquisition Rights Rights Software Total

Group Note US$ USs$ Us$ USs$ Us$
2010
Cost
Opening balance 1,488,902 5,711,797 600,000 146,552 7,947,251
Additions R 7,640 R - 7,640
Currency translation

differences - 137,966 - - 137,966
Closing balance 1,488,902 5,857,403 600,000 146,552 8,092,857
Accumulated amortisation

and impairment losses
Opening balance - 1,214,531 540,640 67,872 1,823,043
Charges 23 - 169,200 8,188 36,072 213,460
Impairment losses 23 - 2,291,327 - - 2,291,327
Currency translation

differences - 29,167 - - 29,167
Closing balance - 3,704,225 548,828 103,944 4,356,997
Net book value as at
31 December 2010 1,488,902 2,153,178 51,172 42,608 3,735,860
2009
Cost
Opening balance 1,488,902 4,567,271 600,000 120,302 6,776,475
Additions - 1,144,526 - 26,250 1,170,776
Closing balance 1,488,902 5,711,797 600,000 146,552 7,947,251
Accumulated amortisation

and impairment losses
Opening balance - 802,125 532,453 27,079 1,361,657
Charges 23 - 169,200 8,187 40,793 218,180
Impairment losses 23 - 242,160 - - 242,160
Currency translation i 1046 i i 1046

differences ' '
Closing balance - 1,214,531 540,640 67,872 1,823,043
Net book value as at
31 December 2009 1,488,902 4,497,266 59,360 78,680 6,124,208

The impairment losses recognised during the financial year ended 31 December 2010 arose from the
relinquishment of Blocks L17/48 and L9/48 in Thailand.

Company

Intangible assets include computer software with net book value of US$1,942 (2009: US$4,060).

There is no addition and disposal of computer software during the financial years ended 31 December
2010 and 2009.
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6. Intangible Assets (Cont’'d)

Goodwill on Reverse Acquisition

Goodwill on reverse acquisition represents the goodwill that arose from the business combination in
which Goldwater acquired the Company through a reverse acquisition on 10 July 2003. Goodwill on
reverse acquisition is the difference between Goldwater’'s deemed cost of acquisition over the fair value
of assets acquired and liabilities of the Company on the reverse acquisition date (Note 2(b)(i)).

The deemed cost of acquisition is derived from the total percentage of shareholdings held by the
shareholders of the former Van der Horst Limited (now known as “Interra Resources Limited”) as at the
reverse acquisition date and Shantex Holdings Pte Ltd multiplied by the net assets of Goldwater as at
the reverse acquisition date. As a result of applying the above, goodwill on reverse acquisition
amounting to US$1,488,902 is recognised in the consolidated financial statements. The Group has
previously amortised this cost over the remaining periods of the IPRCs of approximately 14 years from
10 July 2003 to 31 March 2017.

FRS 103, FRS 36 and FRS 38 which deal with the treatment of goodwill arising from business
combinations were adopted prospectively from 1 April 2004 and hence no amortisation charges were
made from the financial year ended 31 December 2005 onwards.

The Group performs assessment of the carrying value of its assets on a regular basis. The recoverable
amounts of CGU have been determined based on value-in-use calculations. These calculations require
the use of estimates and key assumptions that are disclosed under Note 3(c).

Based on the above assessment, management is of the view that no impairment is required as at 31
December 2010 and 31 December 2009 as its investment in Goldwater Company’s generated positive
return from its business operations in Myanmar.
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7. Investments in Subsidiaries

Company

2010 2009

US$ US$
Unguoted equity shares at cost
Goldwater Company Limited 19,062,000 19,062,000
Goldwater TMT Pte. Ltd. 1 1
Goldwater Eagle Limited 1 1
Goldwater Indonesia Inc. 1 1
Goldwater Energy Limited 1 1
Interra Resources (Thailand) Limited 76,325 76,325
Interra Resources (Australia) Pte. Ltd. 100 100

19,138,429 19,138,429
Advances made to/(from) subsidiaries
Goldwater Company Limited 11,196 3,872,287
Goldwater TMT Pte. Ltd. 6,450,232 6,106,024
Goldwater Eagle Limited (255,462) (245,169)
Interra Resources (Thailand) Limited 6,665,175 5,994,225
Interra Resources (Australia) Pte. Ltd. 2,116,013 479,453

14,987,154 16,206,820
Net investment in subsidiaries 34,125,583 35,345,249
Allowance for impairment:
Opening balance 15,105,093 17,615,160
Allowance for impairment 6,741,500 -
Write-back of allowance for impairment (7,941,283) (2,510,067)
Closing balance 13,905,310 15,105,093
Investments in subsidiaries 20,220,273 20,240,156

Advances made to/(from) subsidiaries

The advances made to/(from) subsidiaries form part of the Company’'s net investment in the
subsidiaries. Advances made to/(from) subsidiaries are interest free advances for the purpose of
operating and development activities in their respective fields. These advances are not expected to be

repaid within the next 12 months.

The Company will assess annually whether there is evidence showing that the character of the
advances have changed. When evidence of change exists, the Company would consider the effects of

the change in determining the fair value of the advance.
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Investments in Subsidiaries (Cont’d)

The details of the subsidiaries as at 31 December 2010 are as follows:-

Country of Group’s
Incorporation/  Effective
Name of Company Principal Activities Operation Interest
2010 2009
% %
Goldwater Company Limited ®  Exploration and operation of oil  British Virgin 100 100
fields for crude petroleum Islands /
production Myanmar
Goldwater TMT Pte. Ltd. ® Exploration and operation of oil ~ Singapore/ 100 100
fields for crude petroleum Indonesia
production
Goldwater Eagle Limited © Investment holding British Virgin 100 100
Islands
Goldwater Indonesia Inc © Dormant British Virgin 100 100
Islands
Goldwater Energy Limited © Dormant British Virgin 100 100
Islands
Interra Resources (Thailand) Exploration and operation of oil  Thailand/ 100 100
Limited @ fields for crude petroleum Thailand
production
Interra Resources (Australia) Exploration and operation of oil  Singapore/ 100 100
Pte. Ltd. ® fields for crude petroleum Australia
production
@ Audited by Nexia TS Public Accounting Corporation, for consolidation purposes
®) Audited by Nexia TS Public Accounting Corporation
© Not required to be audited under the laws of the country of incorporation
@ Audited by V.A.T Accounting, a member firm of Nexia International
Financial Assets, at Fair Value through Profit or Loss
Group
2010 2009
US$ US$
Opening balance 551,178 436,014
Fair value gain recognised in the statement of comprehensive
income (Note 22) 156,942 596,613
Proceeds from disposal (737,290) (571,733)
Net gain recognised in the statement of comprehensive income
upon disposal (Note 22) 29,170 90,284
Closing balance - 551,178
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8. Financial Assets, at Fair Value through Profit or Loss (Cont’'d)
Group
2010 2009
US$ US$
At fair value

Listed securities:
- Equity securities — PT Adaro Energy Thk, listed on
Jakarta Stock Exchange - 551,178

During the financial year, the Company disposed of the remaining 3,000,000 (2009: 7,000,000) shares
in PT Adaro Energy Tbk for a cash consideration of US$737,290 (2009: US$571,733), resulting in a
gain on disposal of US$29,170 (2009: US$90,284) (Note 22).

9. Inventories

Inventories comprise consumables including tubing, casing, well heads, chemicals, tools and spare
parts required for drilling, oil wells and field maintenance.

10. Trade and Other Receivables

Trade receivables are receivables from the Myanma Oil and Gas Enterprise (“MOGE") and PT
Pertamina EP in respect of the sales of the Group’s share of petroleum entitlement. Allowances for
impairment of trade receivables are in respect of the Group’s crude oil sales to MOGE in Myanmar.
The Group wrote back the impairment of trade receivables as at 31 December 2010 of US$1,997,754
(2009: US$919,000) (Note 3(c)).

Company Group

2010 2009 2010 2009
uss uss uss USs$

Trade receivables
— non-related parties - - 5,832,453 6,454,440

Less: Allowances for
impairment of trade

receivables - - - (1,997,754)
Trade receivables - net - - 5,832,453 4,456,686
Other receivables 5,466 19,152 329,914 196,824

5,466 19,152 6,162,367 4,653,510

11. Other Current Assets

Company Group
2010 2009 2010 2009
uUss$ uss uUss$ Uss$
Deposits 39,265 26,953 112,420 89,577
Prepayments 32,219 30,468 48,952 73,328
Advances to suppliers - - 3,044 89,532
71,484 57,421 164,416 252,437
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12.

13.

Cash and Cash Equivalents

Company Group
2010 2009 2010 2009
US$ US$ US$ US$
Cash at bank and on hand 9,202,012 1,018,744 11,046,807 3,613,145
Short term fixed deposits 2,853,626 11,123,919 6,217,076 13,727,993
Restricted cash - - 1,484,036 -
Cash and bank balances 12,055,638 12,142,663 18,747,919 17,341,138
Cash collateral (670,000) (2,810,000)
Restricted cash (1,484,036) -
Cash and cash equivalents
(as per consolidated
cash flow statement) 16,593,883 14,531,138

Restricted Cash

On 22 July 2010, TAC TMT entered into a joint account agreement with PT Pertamina EP to place
the fund that has been provided for abandonment and site restoration costs in a joint bank account.
This joint bank account is interest-bearing and is to be operated jointly by the operator and PT
Pertamina EP. The amount in the bank will be utilised for the purpose of abandonment and site
restoration at the end of the TAC.

Cash Collateral

Cash collateral represents fixed deposits pledged as security for the issuance of bankers’ guarantee
in favour of the Department of Customs in Thailand to facilitate the importation of goods into Thailand.

On 19 March 2010 and 10 August 2010, banker’s guarantees of US$2,140,000 issued in favour of the
Ministry of Energy in Thailand were discharged. As at 31 December 2010, the outstanding banker's
guarantee was US$670,000.

On 18 February 2011, the Group obtained confirmation from the bank that the bankers’ guarantee of

US$670,000 was discharged.

Trade and Other Payables

Company Group
2010 2009 2010 2009
uUss$ uss uss Uss$
Trade payables — non-related
parties - - 720,863 1,392,830
Accrued expenses 508,500 474,024 907,978 1,534,557
Other payables 72,060 59,500 1,537,526 921,880
Amounts due to joint venture
partners — non-trade - - - 701,024
580,560 533,524 3,166,367 4,550,291
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14. Current Income Tax Liabilities

Company Group
2010 2009 2010 2009
US$ USs$ USs$ US$
Opening balance (11,428) 40,564 4,702,979 4,258,452
Current income tax expense 3,029 - 1,194,775 944,578
Under/(over) provision in prior
financial years 2,192 42,776 2,192 (166,851)
Income tax refund/(paid) 12,411 (94,926) 12,411 (332,087)
Currency translation
differences 181 158 181 (1,113)
Closing balance 6,385 (11,428) 5,912,538 4,702,979

The Company is liable to income tax in Singapore on its chargeable income arising from interest
income earned and the management and petroleum services fees that the Company charges its
subsidiaries. These fees charged are based on a cost plus 5% mark-up basis.

The subsidiaries are liable to pay income taxes in the countries where the respective petroleum
contracts domiciled. The subsidiaries and joint ventures of the Company have made the necessary
tax provisions under their respective petroleum contracts. During 2010, the Group did not pay
income tax in respect of the Indonesia operations as there was available unrecovered cost pool. As
for the Myanmar operations, tax assessments have been finalised and paid up to 2004.

15. Income Tax Expense

Tax expense attributable to profit is made up of:

Group
2010 2009
uUss$ Uss$
Current year income tax
- Singapore 3,029 -
- Foreign 1,191,746 944,578
1,194,775 944,578
Under/(over) provision in prior financial years
- Singapore 2,192 42,776
- Foreign - (209,627)
2,192 (166,851)
1,196,967 777,727
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15.

16.

17.

Income Tax Expense (Cont’'d)

The tax expense on profit differs from the amount that would arise using the Singapore standard rates
of income tax as explained as follows:

Group
2010 2009
uss Uss$
Profit before income tax 2,906,966 2,255,681
Tax calculated at tax rate of 17% (2009: 17%) 494,184 383,465
Effects of:
- Different tax rates in other countries 563,026 467,575
- Income not subject to tax (620,272) (339,802)
- Expenses not deductible for tax purposes 754,808 433,340
- Other 3,029 -
1,194,775 944,578

Provision for Environmental and Restoration Costs

The Group has made provision for environmental and restoration costs for its TAC TMT operations.
Provision is made based on units of production basis. The Group has not made any provision for
environmental and restoration costs for its Myanmar operations as the Group believes that there are
no significant costs involved in meeting the legal and regulatory requirements laid down at the current
time (Note 27(a)).

Group
2010 2009
US$ USs$
Opening balance 684,106 517,989
Allowance for the financial year 128,768 166,117
Closing balance 812,874 684,106

Retirement Benefit Obligations

The Group’s joint venture, TAC TMT, has a funded defined benefit plan for its employees. This plan
is a final salary retirement and severance benefit. The assets of the plan are held independently of
the Group’s assets in an insurance fund managed by PT Panin Life Tbk in Indonesia.

The amounts recognised on the balance sheet are as follows:

Group
2010 2009
uss Uss$
Net present value of funded obligations 60,026 49,836
Fair value of plan assets (444,790) (418,990)
Assets not recognised on balance sheet 384,764 369,154

Net liabilities recognised on balance sheet - -
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17.

Retirement Benefit Obligations (Cont’d)

The amounts recognised in the statement of comprehensive income are as follows:

Group
2010 2009
US$ USss$
Interest cost 1,765 3,083
Current service costs 59,692 44,905
Past service costs (61,457) 32,656
Total included in employee compensation (Note 24) - 80,644

Retirement benefit costs included in Administrative expenses was nil (2009: US$80,644). The actual
return on plan assets was US$21,808 (2009: US$19,206).

The movements in the defined benefit obligations are as follows:

Group
2010 2009
Us$ Uss$
Opening balance 49,836 85,051
Interest cost 1,765 3,083
Current service costs 59,692 44,905
Past service costs (61,457) 32,656
Benefits paid (10,669) (22,959)
Actuarial gains/(losses) 19,075 (104,333)
Currency translation differences 1,784 11,433
Closing balance 60,026 49,836
The movements in the fair value of plan assets are as follows:
Group
2010 2009
Us$ Uss$
Opening balance 418,990 282,351
Employer contributions - 81,660
Net return on plan assets 21,808 19,206
Withdrawn for settlement (10,669) (23,896)
Currency translation differences 14,661 59,669
Closing balance 444,790 418,990
The principal actuarial assumptions used are as follows:
Group
2010 2009
% %
Discount rate 7.0 7.0
Expected return on plan assets 7.0 7.0
Future salary increases 10.0 10.0
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18.

19.

Share Capital

2010 2009 2010 2009
Company and Group Number of ordinary shares Uss$ Uss$
Opening and closing
balance 256,920,238 256,920,238 40,108,575 40,108,575

All issued ordinary shares are fully paid. There is no par value for these ordinary shares.

Fully paid ordinary shares carry one vote per share and carry a right to dividends as and when
declared by the Company.

Share Options

The Interra Share Option Plan (the “Plan”) for key executives and other employees of the Group was
approved by members of the Company at an Extraordinary General Meeting on 30 April 2007.

The Plan provides a means of rewarding, retaining and giving recognition to employees who have
contributed to the success and development of the Group. The Plan is administrated by the
Remuneration Committee.

Under the Plan, options to subscribe for the ordinary shares of the Company are granted to key
management personnel after taking into account criteria such as the rank, job performance, years of
service, potential for future development, contribution to the success and development of the Group
and the prevailing market and economic conditions. The exercise price of the options is determined
at the average of the closing prices of the Company’s ordinary shares as quoted on the Singapore
Exchange Securities Trading Limited (“SGX-ST”) for five consecutive market days immediately
preceding the date of the grant or a price which is set at a premium to the market price, the quantum
of such premium to be determined by the Remuneration Committee in its absolute discretion
(amended and approved by SGX-ST on 26 December 2007). The vesting of the options is
conditional on the participant completing a further two years of service to the Group. Once the options
are vested, they are exercisable for a period of three years. The options may be exercised, in whole
or in part of 1,000 shares or any multiple thereof, on the payment of the aggregate exercise price.
There are no restrictions on the eligibility of the participant to participate in any other share option
plan or share incentive plan implemented by any other companies within the Group. The Group has
no legal or constructive obligation to repurchase or settle the options in cash.

The aggregate number of shares over which options may be granted on any date, when added to the
number of shares issued and issuable in respect of all options granted under the Plan, shall not
exceed 5% of the issued share capital of the Company on the day preceding that date.

The Plan became operative upon the Company granting options to subscribe for 1,200,000 ordinary
shares of the Company on 3 March 2008 (“2008 Options”). The 2008 Options are exercisable from 4
March 2010 and expires on 2 March 2013. The total fair value of the 2008 Options granted and still
valid is estimated to be S$20,603 (US$14,776) using the Binomial Option Pricing Model.
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19.

20.

Share Options (Cont’d)

Details of the options granted to key management personnel of the Company are as follows:

Number of unissued ordinary shares of the Company under option

Aggregate granted Aggregate exercised Aggregate
since commencement since commencement  outstanding at the
Granted during the of Plan to end of the of Plan to end of the ~end of the
financial year financial year financial year financial year
- 500,000 - 500,000

The number of unissued ordinary shares of the Company under option in relation to the Plan
outstanding at the end of the financial year were as follows:

Number of unissued
ordinary shares under option

At beginning of the At end of the Exercise
financial year financial year price Exercise period
2010 and 2009
Frank Overall Hollinger 250,000 250,000 S$0.45 4 March 2010
to 2 March 2013
250,000 250,000 S$0.55 4 March 2010
to 2 March 2013
Reserves
(@) Composition:
Company Group
2010 2009 2010 2009
US$ uUs$ UsS$ USs$
Special reserve - - (16,544,140) (16,544,140)
Share option reserve 14,775 13,502 14,775 13,502
Foreign currency
translation reserve - - (1,690,176) (1,303,308)
14,775 13,502 (18,219,541) (17,833,946)

(b) Movements:

(i) Special Reserve

As a result of applying the reverse acquisition accounting set out in Note 2b(i), the Group’s
consolidated financial statements reflect the continuation of the financial statements of its legal
subsidiary, Goldwater. As such, the cost of investment to acquire Goldwater and the reserves
of the Company immediately prior to the reverse acquisition were transferred to special
reserves during the consolidation of the financial statements. These reserves include share
premium immediately before the debt restructuring on 10 July 2003 and accumulated losses
immediately before the reverse acquisition on 10 July 2003.
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Reserves (Cont’d)

Cost of investment

Share capital of Goldwater

Goodwill on reverse acquisition

(ii) Share Option Reserve

Opening balance

Employee share
option plan

- value of employee
services (Note 24)

- reverse from equity
to the statement of
comprehensive
income (Note 24)

Closing balance

Group
2010 2009
Uss USs$
(18,319,492) (18,319,492)
200,000 200,000
1,575,352 1,575,352

(16,544,140)

(16,544,140)

(iii) Foreign Currency Translation Reserve

Opening balance

Net currency translation differences of

foreign subsidiaries

Closing balance

Revenue

Sales of crude oil

Company Group
2010 2009 2010 2009
uss uUss$ uss USs$
13,502 14,707 13,502 14,707
1,273 11,642 1,273 11,642
- (12,847) - (12,847)
14,775 13,502 14,775 13,502
Group
2010 2009
uUs$ Uss$
(1,303,308) (1,128,345)
(386,868) (174,963)
(1,690,176) (1,303,308)
Group
2010 2009
uUss$ Us$
14,853,928 12,617,083
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22.

23.

Other Gain, Net

Bank interest income
Petroleum service fees
Other income

Write-back of impairment of trade receivables (Note 10)
Write-back of impairment of exploration, evaluation and
development costs (Note 5)

Foreign exchange gain, net

Fair value gain on financial assets, at fair value
through profit or loss (Note 8)

Net gain on disposal of financial assets, at fair value
through profit or loss (Note 8)

Net gain on disposal of property, plant and equipment
Net gain on disposal of club membership
Dividend income

Expenses by Nature

Royalties
Production expenses

Depreciation of property, plant and equipment (Note 4)
Amortisation of exploration, evaluation and development
costs (Note 5)

Amortisation of computer software (Note 6)
Amortisation of concession rights (Note 6)

Amortisation of participation rights (Note 6)
Impairment of exploration, evaluation and development
costs (Note 5)

Impairment of property, plant and equipment (Note 4)
Impairment of concession rights (Note 6)

Total amortisation, depreciation and impairment
Employee compensation (Note 24)

Rental expenses on operating leases

Administrative expenses

Total cost of production and administrative expenses

Group

2010 2009

US$ US$
36,099 95,794
77,715 145,968
348,326 2,766
1,997,754 919,000
3,002,246 2,081,000
563,953 330,617
156,942 596,613
29,170 90,284
272 874
- 95
14,393 -
6,226,870 4,263,011

Group

2010 2009

USs$ Us$
1,420,908 941,474
5,931,309 6,160,262
854,935 874,175
1,793,010 1,031,318
36,072 40,793
8,188 8,187
169,200 169,200
2,224,266 1,798,744
8,801 -
2,291,327 242,160
7,385,799 4,164,577
2,129,773 2,002,119
458,192 493,935
847,851 862,046
18,173,832 14,624,413
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24,

25.

26.

Employee Compensation

Group

2010 2009

Uss$ Us$
Wages and salaries 1,954,548 1,768,216
Government grant — Jobs credit scheme (3,798) (15,558)
Defined contribution plan 83,038 57,746
Defined benefit plan (Note 17) - 80,644
Short-term other benefits 94,712 112,276
Share option expenses, net (Note 20(b)(ii)) 1,273 (1,205)
Total employee compensation (Note 23) 2,129,773 2,002,119

The Job credit scheme is a cash grant introduced in the Singapore Budget 2009 to help businesses
preserve jobs in the economic downturn. The amount an employer can receive depends on the
fulfillment of certain conditions under the scheme. The scheme ceased in June 2010.

Earnings per Share

Earnings per share is calculated by dividing the Group’s results for the financial year by the weighted
average number of ordinary shares on issue during the financial year as follows:

Group
2010 2009
Net profit (US$) 1,709,999 1,477,954
Weighted average number of ordinary shares outstanding 256,920,238 256,920,238
Basic earnings per share (US cents) 0.666 0.575
Fully diluted earnings per share (US cents) 0.666 0.575

The Group’s dilutive potential ordinary shares are the share options. However, there is no impact on
the Group’s earnings per share as the exercise of the dilutive share options will result in anti-dilution
of earnings per share.

Commitments

(@) Operating Lease Commitments

The Group has non-cancellable operating lease commitments from non-related parties in
respect of rental of office premises, supply of contract labour, vehicles and equipment in
Singapore, Myanmar, Indonesia and Thailand.

Company Group
2010 2009 2010 2009
Uss$ Us$ Us$ USss$
Not later than 1 year 151,944 58,372 2,446,243 1,480,742
Between 1 and 5 years 277,202 - 2,598,268 1,240,937
429,146 58,372 5,044,511 2,721,679
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27.

Commitments (Cont’d)

(b)

Capital Commitments

The Group has capital commitments in respect of the investment in the PCAs in Thailand, PEP
in Australia, IPRCs in Myanmar and TAC TMT in Indonesia.

As per the terms of the PCAs, the Group is required to expend a minimum expenditure of
US$3,015,000 for Block L17/48 within the Second Obligation Period (“SOP”) from 8 December
2009 to 7 December 2012. For Block L9/48, the Group is required to expend a minimum
expenditure of US$627,500 within the SOP from 20 April 2010 to 19 April 2013. On 30
November 2010 and 31 December 2010, the Group has written to the Ministry of Energy of
Thailand on the relinquishment of the participating rights for both blocks L17/48 and L9/48
respectively, the Group is not expected to fulfill such obligations.

As per the terms of PEP in Australia, the Group is required to drill an exploration well of
approximately US$1,587,997 in 2011.

During the financial year, the Group has signed agreement with overseas consultant for
Seismic Data Processing in Myanmar for Chauk field and TAC TMT in Indonesia.

Capital expenditure contracted for at the balance sheet but not recognised in the financial
statements are as follows:

Group
2010 2009
Uss US$
Not later than 1 year 3,618,029 1,005,000
Between 1 and 5 years - 2,010,000
3,618,029 3,015,000

Contingent Liabilities

@)

The operations and earnings of the Group have been, and in the future may be, affected from
time to time in varying degrees by the political developments in Myanmar, and laws and
regulations in Myanmar and in countries influenced by developments in Myanmar. These may
include sanctions by other countries on trade with Myanmar, forced divestment of assets,
expropriation of property, cancellation of contracts, restrictions on production, changes in tax
rules and environmental regulations. The likelihood of such occurrences and the overall effect
upon the Group are not predictable.

The Myanmar Investment Commission (“MIC") resolved at its meeting in August 1994 that all
projects established with the permission of the MIC shall be responsible for the preservation of
the environment at and around the area of the project sites. The enterprises are entirely
responsible for controlling pollution of air, water and land, and other environmental aspects and
keeping the project site environmentally friendly. To meet the requirements of the MIC, the
Group may incur the costs in restoring the project sites. These potential costs are not
estimated as the Group does not foresee any circumstances which require it to make
provisions for such compliance with the MIC's requirements.
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27.

28.

Contingent Liabilities (Cont’d)

(b) In late 2005, the Ministry of Finance and Revenue of Myanmar issued a notification stating that
all capital gains arising from transactions in foreign currencies relating to the sale, exchange or
transfer of shares, capital assets, ownership, or interest of companies doing business in the oil
and gas sector in Myanmar are subject to tax. This change is to be applied retrospectively
from 15 June 2000. In late 2002, the Group’s subsidiary, Goldwater, farmed out its 40%
interest in the IPRCs to a joint venture partner. At that time, Goldwater informed MOGE that
Goldwater’s net cumulative investment was higher than the cash proceeds received from the
farm-out and hence, Goldwater did not derive any capital gain. At this point in time, the Group
is of the view that no tax provision in respect of this matter is required to be included in the
financial statements. Furthermore, it is not possible to estimate the quantum of this amount
which may eventually become payable.

Financial Risk Management

The Group is exposed to market risk (including foreign currency risk, country risk, interest rate risk
and crude oil price risk), credit risk and liquidity risk arising in the normal course of business. The
Group recognises the existence of the various risks and management of the Group constantly
assesses the potential impacts to the Group when necessary. The Group implements measures and
strategies to minimise risk exposures. The Group does not hold or issue any derivative financial
instruments for trading purposes or to hedge against fluctuations, if any, in oil prices, interest and
foreign exchange rates.

(a) Market Risk
() Price Risk

The Group is exposed to equity securities price risk because of the investments held by
the Group which are classified in the consolidated balance sheet as financial assets, at
fair value through profit or loss. These securities are listed in Indonesia and quoted in
Indonesian Rupiah. However, any significant movement in the prices of the equity
securities is likely to be immaterial to the Group, in view of the Group’s reserves.

In addition, the Group is also exposed to crude oil price risk. The price of crude oil,
which is a global commodity is not set by the Group and is subject to fluctuations. The
Group does not hedge against fluctuation in crude oil price. The Group will monitor the
situation and manage the risk accordingly.

If crude oil price strengthen/weaken by 5% (2009: 5%) with all other variables including
tax rate being held constant, the impact to the revenue and net profit of the Group would
have been higher/lower by US$743,000 (2009: US$631,000).

(i) Interest Rate Risk

The Group’s interest rate risk is primarily from interest income from fixed deposits. As
fixed deposits are placed in short-term money market with tenures mostly within the
range of 7 days to 12 months, the Group’s interest income is subject to fluctuation in
interest rates. These fixed deposits are placed on a short-term basis accordingly to the
Group’s cash flow requirements, and hence the Group does not hedge against long-term
interest rate fluctuations.
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Financial Risk Management (Cont’d)

(iii)

(iv)

The effective interest rates for short-term fixed deposits ranged from 0.07% to 0.85% per
annum during 2010 (2009: 0.01% to 4.73% per annum). These deposits are staggered
in varying periods and amounts in accordance with the cash requirements of the Group.
Any significant movement in the interest rates is not likely to be material to the Group.

Country Risk

The Group constantly assesses the prevailing circumstances of the countries in which it
operates and manages its investments in view of the political, economic and social
backdrop of the countries. The Group will also assess the relevant country risk of its
future investments.

Foreign Currency Risk

The Group has operations in Myanmar, Indonesia, Thailand, Australia and Singapore.
Entities of the Group regularly transact in currencies other than their respective
functional currencies (“Foreign Currencies”) such as Singapore Dollar (“SGD"),
Australian Dollar (*“AUD"), Indonesian Rupiah (“IDR”) and Thai Baht (“THB").

Foreign currency risk arises when transactions are denominated in Foreign Currencies.
The Group currently does not seek to hedge against these exposures as such
transactions constitute a small portion of the Group’s operations.

In addition, the Group is exposed to currency translation risk on the net assets of its
foreign operations. The Group’s foreign currency risks are predominantly in SGD, AUD,
IDR and THB. The Group currently does not seek to hedge against these exposures.
As at the balance sheet date, the Group does not have any forward foreign currency
contracts.
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Financial Risk Management (Cont’d)

The Group’s currency exposure is as follows:

Group

2010

Financial assets

Cash and cash equivalents
and financial assets, at fair
value through profit or loss

Trade and other receivables

Inter-company balances

Other financial assets

Financial liabilities
Inter-company balances
Other financial liabilities

Net financial
assets/(liabilities)

Add: Net non-financial assets

Currency profile including
non-financial
assets/(liabilities)

Currency exposure of
financial assets/(liabilities)
net of those denominated
in the respective entities'
functional currencies

USD SGD IDR AUD THB Others Total

US$ US$ US$ US$ US$ US$ US$
17,824,893 67,086 780,200 60,063 9,947 5,730 18,747,919
6,135,765 2,956 779 1,101 21,766 - 6,162,367
14,987,154 - - - - - 14,987,154
67,359 40,526 - - 4,342 193 112,420
39,015,171 110,568 780,979 61,164 36,055 5,923 40,009,860
(6,205,966) - - (2,116,013) (6,665,175) - (14,987,154)
(2,237,618) (570,126) (300,007) (32,772) (22,030) (3,814) (3,166,367)
(8,443,584) (570,126) (300,007)  (2,148,785) (6,687,205) (3,814) (18,153,521)
30,571,587 (459,558) 480,972  (2,087,621) (6,651,150) 2,109 21,856,339
12,769,930 127,700 - 1,876,521 3,705 2,479 14,780,335
43,341,517 (331,858) 480,972 (211,100) (6,647,445) 4,588 36,636,674
4,814 (459,558) 480,972  (2,037,758) (6,665,175) 2,109 (8,674,596)
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Financial Risk Management (Cont’d)

Group

2009

Financial assets

Cash and cash equivalents
and financial assets, at fair
value through profit or loss

Trade and other receivables

Inter-company balances

Other financial assets

Financial liabilities
Inter-company balances
Other financial liabilities

Net financial
assets/(liabilities)

Add: Net non-financial assets

Currency profile including
non-financial
assets/(liabilities)

Currency exposure of
financial assets/(liabilities)
net of those denominated
in the respective entities'
functional currencies

USD SGD IDR AUD THB Others Total

US$ US$ Us$ Us$ Us$ US$ US$
16,401,125 369,914 569,609 61,257 490,120 291 17,892,316
4,586,121 14,199 - 2,124 51,066 - 4,653,510
16,206,820 - - - - - 16,206,820
57,252 28,407 - - 3,918 - 89,577
37,251,318 412,520 569,609 63,381 545,104 291 38,842,223
(9,733,142) - - (479,453) (5,994,225) - (16,206,820)
(2,635,300) (500,260) (240,186) (754,747) (379,488) (40,310) (4,550,291)
(12,368,442) (500,260) (240,186)  (1,234,200) (6,373,713) (40,310) (20,757,111)
24,882,876 (87,740) 329,423  (1,170,819) (5,828,609) (40,019) 18,085,112
12,310,943 85,019 - 1,030,031 3,800,307 858 17,227,158
37,193,819 (2,721) 329,423 (140,788) (2,028,302) (39,161) 35,312,270
(440,012) (87,740) 329,423 (457,666) (5,994,225) (40,019) (6,690,239)
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The Company’s currency exposure is as follows:

uUsD SGD IDR AUD Total

Company USs$ US$ USs$ US$ Us$
2010
Financial assets
Cash and cash equivalents

and financial assets, at fair

value through profit or loss 11,939,881 59,254 6,299 50,204 12,055,638
Trade and other receivables 1,731 2,956 779 - 5,466
Other financial assets - 39,072 - 193 39,265

11,941,612 101,282 7,078 50,397 12,100,369

Financial liabilities
Other financial liabilities (52,090) (527,937) - (533) (580,560)
Net financial

assets/(liabilities) 11,889,522 (426,655) 7,078 49,864 11,519,809
Add: Net non-financial

assets 20,220,273 126,585 893 - 20,347,751
Currency profile including

non-financial assets and

liabilities 32,109,795 (300,070) 7,971 49,864 31,867,560
Currency exposure

of financial

assets/(liabilities) net of

those denominated in the

functional currencies - (426,655) 7,078 49,864 (369,713)
2009
Financial assets
Cash and cash equivalents

and financial assets, at fair

value through profit or loss 11,753,746 362,781 1,538 24,598 12,142,663
Trade and other receivables 4,953 14,199 - - 19,152
Other financial assets - 26,953 - - 26,953

11,758,699 403,933 1,538 24,598 12,188,768

Financial liabilities
Other financial liabilities (57,980) (472,733) - (2,811) (533,524)
Net financial

assets/(liabilities) 11,700,719 (68,800) 1,538 21,787 11,655,244
Add: Net non-financial

assets 20,240,156 85,019 - - 20,325,175
Currency profile including

non-financial assets and

liabilities 31,940,875 (16,219) 1,538 21,787 31,980,419
Currency exposure

of financial

assets/(liabilities) net of

those denominated in the

functional currencies - (68,800) 1,538 21,787 (45,475)

If foreign currencies strengthen/(weaken) by 5% (2009: 5%) against the USD with all other variables including tax
rate being held constant, the impact on the equity and net profit of the Group and the Company arising from
currency translation gain/(loss) to the remaining USD denominated financial instruments will not be significant.
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(b)

Credit Risk

The Group’s main credit risk comes from its trade receivables and the financial institutions where
the Group invests its surplus funds.

Surplus funds are placed with reputable financial institutions and interest income earned is
subject to the fluctuation of interest rates. These surplus funds are placed on short-term
deposits (usually one month term), according to the fund. The Group does not hedge against
long-term fluctuations in interest rates.

The maximum exposure to credit risk is represented by the carrying amount of each financial
asset on the balance sheet.

As the Group currently sells all the crude oil produced to MOGE and PT Pertamina EP, the
Group has a significant concentration of credit risk. The Group does not foresee its exposure to
PT Pertamina EP to be significant as payments have been regular. Since payments from MOGE
has been regular in 2010, the Group wrote back the allowances for impairment in respect of the
trade receivables from MOGE. The maximum exposure to financial assets risk in the event of a
full default by MOGE as at 31 December 2010 is US$5,086,136 (2009: US$3,566,428). The
Group regularly meets with MOGE to assess the collectability of payments and manages the
cash flow accordingly. The amount due from MOGE as at financial year end was US$5,086,136
(2009: US$5,564,182).

The credit risk for trade receivable based on the information disclosed to key management is as
follows:

Group
2010 2009
uUss$ Uss$
By geographical areas
Indonesia 746,317 890,258
Myanmar 5,086,136 3,566,428
5,832,453 4,456,686
By types of customers
Non-related parties — Government bodies 5,832,453 4,456,686

(i) Financial assets that are neither past due nor impaired

Bank deposits that are neither past due nor impaired are mainly deposits with banks with high
credit-ratings assigned by international credit-rating agencies. Trade receivables that are neither
past due nor impaired are substantially companies with a good collection track record with the
Group. The Group has no trade receivables past due or impaired that were re-negotiated during
the financial year.
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(ii) Financial assets that are past due and/or impaired

The carrying amount of trade receivables individually determined to be impaired and the
movement in the related allowances for impairment are as follows:

Group

2010 2009

US$ Uss$
Past due 1 to 3 months 2,110,154 1,778,302
Past due 4 to 6 months 1,375,295 2,510,756

3,485,449 4,289,058
Less: Allowances for impairment - (1,997,754)

3,485,449 2,291,304
Allowances for impairment
Opening balance 1,997,754 2,916,754
Write-back of allowances for impairment (1,997,754) (919,000)
Closing balance - 1,997,754

(c) Capital Risk

The Group’s objectives in managing capital are to safeguard the its ability to continue as a
going concern and to maintain an optimal capital structure so as to maximise shareholder
value. With its cash holding, no borrowings and no long-term debts, the Group is in a negative
gearing position. Future decisions to raise capital and fund will be based on the objective of
maintaining an optimal capital structure.

The Group and the Company have no externally imposed capital requirements for the financial
years ended 31 December 2010 and 2009.

(d) Liquidity Risk

The Group’s financing activities are managed centrally by maintaining an adequate level of
cash and cash equivalents to finance the Group’s operations. The Group’s surplus funds are
also managed centrally by placing them on short-term deposits with reputable financial
institutions. All financial liabilities of the Group mature within one year.

(e) Fair Value Measurements

The following table presents the assets and liabilities measured at fair value and classified by
the following fair value measurement:

0] Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities;

(i)  Level 2: Inputs other than quoted prices included within Level 1 that are observable for
the asset or liability, either directly (is as prices) or indirectly (i.e. derived from prices);
and

(i)  Level 3: Inputs for the asset or liability that are not based on observable market data
(unobservable inputs).
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29.

Level 1 Level 2 Level 3 Total
Group US$ Uss$ Uss$ US$
2010
Assets

Financial assets at fair value through profit
or loss - trading securities

2009

Assets
Financial assets at fair value through profit
or loss - trading securities

551,178

551,178

The fair value of financial instruments traded in active markets (such as trading and available-
for-sale securities) is based on quoted market prices at the balance sheet date. The quoted
market price used for financial assets held by the Group are the current bid prices. These

instruments are included in Level 1.

The carrying value less impairment of trade receivables and payables are assumed to

approximate their fair values.

Investment in Joint Ventures

The following amounts represent the Group’s share of results and assets and liabilities of its joint
ventures. These items are included in the consolidated balance sheet and statement of
comprehensive income using the line-by-line method of proportionate consolidation and making the

necessary adjustments to comply with the FRS.

Balance sheet
Non-current assets
Current assets
Current liabilities
Net assets

Statement of comprehensive income
Revenue

Expenses

Profit before income tax

Income tax expense

Profit after income tax

Group's share of operating lease commitments of joint
ventures

Group's share of capital commitments of joint ventures

2010 2009
US$ USs$
9,479,204 12,243,437
9,813,406 11,158,103
(6,536,618) (5,821,801)
12,755,992 17,579,739
14,853,928 12,617,083
(9,599,235) (11,334,690)
5,254,693 1,282,393
(1,191,746) (944,578)
4,062,947 337,815
4,657,954 2,649,463
3,618,029 3,015,000
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30.

Investment in Joint Ventures (Cont’'d)

The details of the joint ventures as at 31 December 2010 are as follows:-

Country of Group’s
Incorporation/ Effective
Name of Entity Principal Activities Operation Interest
2010 2009
% %
Joint Venture of Goldwater Company Limited
Goldpetrol Joint Operating Exploration and operation of Republic of 60 60
Company Inc. @ oil fields for crude petroleum  Panama/
production Myanmar
Joint Venture of Goldwater TMT Pte. Ltd.
TAC Tanjung Miring Timur ® Exploration and operation of Indonesia/ 70 70
oil fields for crude petroleum Indonesia

production

@ Audited by Nexia TS Public Accounting Corporation, for consolidation purposes

®) Audited by Johan Malonda Mustika & Rekan (formerly known as Johan Malonda Astika &
Rekan), Indonesia

Segment Information

Management has determined the operating segments based on the reports reviewed by BOD for
the purpose of making strategic decisions.

The Group operates primarily in four geographical areas, namely Indonesia, Myanmar, Thailand and
Australia. The Group operates in one business segment, namely the exploration for and the
operation of oil fields for crude petroleum production, and derives its revenue solely from the sale of
crude petroleum.

Other services within Singapore include investment holding and the provision of management
services; but these are not included within the reportable operating segments, as they are not
included in the segment reports provided to the BOD. The results of these operations are included
under “All Other Segments”.
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The segment information provided to the BOD for the reportable segments for the financial years ended 31 December 2010 and 2009 are as follows:

All Other Total Reporting
Indonesia Myanmar Thailand Australia Segments Segment
2010 2010 2010 2010 2010 2010

Group Us$ us$ Us$ uUs$ us$ Us$
Revenue
Sales to external customers 4,632,271 10,221,657 - - - 14,853,928
Adjusted EBITDA 921,543 5,383,661 (128,785) (122,700) (797,053) 5,256,666
Depreciation and amortisation 1,163,860 1,645,295 10,408 - 41,842 2,861,405
Impairment and allowances 500,000 - 4,024,394 - - 4,524,394
Write-back impairment and allowances - (5,000,000) - - - (5,000,000)
Total assets 12,532,780 17,418,353 128,936 2,011,296 10,861,505 42,952,870
Total assets includes:
Capital expenditure (tangible and

intangible assets) 492,561 2,026,561 137,595 789,050 100,654 3,546,421
Total liabilities (1,856,358) (1,488,125) (27,726) (34,962) (572,070) (3,979,241)

All Other Total Reporting
Indonesia Myanmar Thailand Australia Segments Segment
2009 2009 2009 2009 2009 2009

Group us$ Us$ Uss$ Uss$ Us$ Us$
Revenue
Sales to external customers 5,844,352 6,772,731 - - - 12,617,083
Adjusted EBITDA 1,240,998 2,865,077 (144,029) (3,141) (634,441) 3,324,464
Depreciation and amortisation 1,287,838 790,885 5,629 - 39,321 2,123,673
Impairment and allowances - - 2,040,904 - - 2,040,904
Write-back impairment and allowances - (3,000,000) - - - (3,000,000)
Total assets 13,253,340 12,186,901 4,318,924 1,248,389 2,566,995 33,574,549
Total assets includes:
Capital expenditure (tangible and

intangible assets) 1,353,518 528,690 1,695,047 407,404 8,304 3,992,963
Total liabilities (1,859,390) (1,271,339) (828,780) (751,936) (522,952) (5,234,397)

There is no inter-segment revenue.
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The BOD assesses the performance of the operating segments based on a measure of Earnings
before interest income, tax, depreciation and amortisation (“adjusted EBITDA"). This measurement
basis excludes the effects of expenditure from the operating segments such as impairment and
write-back of impairment, which are not expected to recur regularly in every period. Interest income
and finance expenses are not allocated to the segments.

A reconciliation of adjusted EBITDA to profit before tax is provided as follows:

2010 2009
Us$ US$
Adjusted EBITDA for reportable segments 6,053,719 3,958,905
Other segments EBITDA (797,053) (634,441)
Depreciation and amortisation (2,861,405) (2,123,673)
Write-back of impairment of exploration, evaluation and
developments costs and trade receivables 5,000,000 3,000,000
Impairment of exploration, evaluation and development costs,
intangible assets and property, plant and equipment (4,524,394) (2,040,904)
Interest income 36,099 95,794
Profit before income tax 2,906,966 2,255,681

The amounts provided to the BOD with respect to the total assets are measured in a manner
consistent with that of the financial statements. For the purposes of monitoring segment
performance and allocating resources between segments, the BOD monitors the property, plant
and equipment, exploration, evaluation and development costs, intangible assets, inventories,
receivables, deposits and prepayments and operating cash attributable to each segment. All assets
are allocated to the reportable segments other than short-term bank deposits, financial assets at
fair value through profit or loss and club memberships.

Reportable segments’ assets are reconciled to total assets as follows:

2010 2009
US$ US$
Segment assets for reportable segments 32,091,365 31,007,554
Other segment assets 10,861,506 2,566,995
Unallocated:
Short-term bank deposits 3,575,582 11,123,919
Financial assets, at fair value through
profit or loss - 551,178
46,528,453 45,249,646

The amounts provided to the BOD with respect to the total liabilities are measured in a manner
consistent with that of the financial statements. These liabilities are allocated based on the
operations of the segment. All liabilities are allocated to the reportable segments other than current
income tax liabilities.

Reportable segments’ liabilities are reconciled to total liabilities as follows:

2010 2009
US$ US$
Segment liabilities for reportable segments 3,407,171 4,711,445
Other segment liabilities 572,070 522,952
Unallocated:
Current income tax liabilities 5,912,538 4,702,979
9,891,779 9,937,376

All revenues are derived from two external customers for the financial years ended 31 December
2010 and 2009.
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31. Related Parties and Significant Related Parties Transactions

In addition to the related party information disclosed elsewhere in the financial statements, the
Group had no other significant transactions with related parties during the year.

Related parties comprise mainly companies that are controlled or significantly influenced by the
Group’s key management personnel and their close family members.

Key Management’s Remuneration

The key management’s remuneration includes fees, salary, bonus, commission and other
emoluments (including benefits-in-kind) computed based on the costs incurred by the Group and
the Company, and where the Group or the Company did not incur any costs, the value of the
benefits. The key management’s remuneration is as follows:

Group
2010 2009
US$ US$
Director’s fees 205,229 225,203
Short-term employee benefits 778,303 754,156
Post employment benefits including Central Provident
Fund 19,329 8,585
Share option expenses, net (Note 20(b)(ii)) 1,273 (1,205)
Total costs incurred by the Group 1,004,134 986,739
Cost incurred for the following categories of key
management are:
- Directors of the Company 588,205 621,111
- Other key management personnel 415,929 365,628
Total costs incurred by the Group 1,004,134 986,739

32. Subsequent Events

On 21 January 2011, the Company incorporated a new wholly owned subsidiary, Goldwater LS Pte.
Ltd., to hold the company'’s investment in IBN Oil Holdico Ltd, whose principal activity is exploration
and operation of oil fields for crude petroleum production. On 24 January 2011, the Group
completed the acquisition of the entire share capital of IBN Oil Holdico Ltd, which owns 100%
participating interest in the Linda Sele TAC dated 16 November 1998.

On 18 February 2011, the Group obtained confirmation from the bank that the banker's guarantee
of US$670,000 was discharged.

On 8 March 2011, the Company signed a placement agreement with Collins Stewart Pte Limited to
procure the subscription of 38,500,000 new shares in the capital of the Company at S$0.126 per
share.
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33.

34.

New or Revised FRS and Interpretations

Below are the mandatory standards, amendments and interpretations to existing standards that
have been published, and are relevant for the Group’s accounting periods beginning on or after 1
January 2011 or later periods and which the Group has not early adopted:

e Amendments to FRS 24 — Related party disclosures (effective for annual periods beginning on
or after 1 January 2011)

e Amendments to FRS 32 Financial instruments: Presentation — classification of rights issues
(effective for annual periods on or after 1 February 2010)

e Amendments to INT FRS 114 — Prepayments of a minimum funding requirement (effective for
annual periods commencing on or after 1 January 2011)

e INT FRS 119 Extinguishing financial liabilities with equity instruments (effective for annual
periods commencing on or after 1 July 2010)

The management anticipates that the adoption of the above FRSs, INT FRSs and amendments to
FRS in the future periods will not have a material impact on the financial statements of the Group
and of the Company in the period of their initial adoption, except for the amendments to FRS 24 —
Related party disclosures.

The amendment removes the requirement for government-related entities to disclose details of all
transactions with the government and other government-related entities. It also clarifies and
simplifies the definition of a related party. However, the revised definition of a related party will also
mean that some entities will have more related parties and will be required to make additional
disclosures.

Management is current the revised definition to determine whether any additional disclosures will be
required and has yet to put systems in place to capture the necessary information. It is therefore
not possible to disclose the financial impact, if any, of the amendment on the related party
disclosures.

Authorisation of Financial Statements

These financial statements were authorised for issue in accordance with a resolution of the board of
directors of the Company on 23 March 2011.
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