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Company Overview

Ascent Resources plc (LSE AST) 1s an independent ol and gas exploration and production (E&P) company whose
principal assetis in Slovenia  Additionally the Company has non-core assets for disposal in Italy and The Netherlands

Its activities span the full-cycle E&P value chain of exploration, appraisal and development through to production

Our strategy

The Board firmly believes that the gas field at PetiSover in Slovenia 1s the Company’s outstanding prospect and therefore
intends to focus 1ts resources on this project  Our strategy 1s therefore to focus the bulk of our available funding on

bringing Petidovcr into production

The Group plans to continue its exploratton programme in the longer term and take advantage of the significant
possible reserves and contingent resources in the regions in which it operates

How we operate

Our projects are operated through local entities and joint ventures which are able to access the best local technical
knowledge to help us develop our assets effectively and efficiently

The Company utihses a fuil range of advanced geophysical, geological and other state-of-the-art technology to evaluate
and de-risk projects and to reap maximum benefit from 1ts appraisal, development and production activities

Our people
Ascent has a small expertenced management team, implementing a defined development programme on primarily
onshore projects This Is supplemented, as the need requires, with regional technical and operational expertise to

ensure the highest standards are delivered on our projects

As animportant employer in our areas of operation we take our environmental and social responsibilities seriously and
always strive to be a good corporate citizen

Our markets

Dependency on imported gas I1s very high throughout the EU, particularly in Sloventa This and the relatively buoyant
price of gas in Europe, underpins our strategy of exploration, development and production in this region

Our operations are in close proximity to existing processing facilities, intra-field and national pipelines, ensuring low
cost connectton and easy access to the market
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Chairman’s Statement
Review of 2012

The year to 31 Decernber 2012 was very disappointing The Company was unable to progress the PetiSovel project in
Slovenia as a result of the failure to receve the Joint Venture partner consents required to release the necessary bank
funding Additionally, no significant progress was made across the rest of the Company's portfolio of assets

As a direct consequence the Company ran extremely short of funds towards the end of the year On 24 December
2012, to allow the Company to continue to trade, new investment of £5 5 million was sourced from Henderson Global
Investors (‘Hendersen’) Following an Open Offer £690,105 of this amount was taken up by existing shareholders on
the same terms as Henderson

Current position

Focus on Petifovci

Your Board firmly believes that the gas field at Peti3ove 1s 1ts outstanding prospect and is therefore focusing the
Company's resources on the development of this asset

We have now agreed all of the points of principle with our Jaint Venture Partners, to ensure that the historic impasse
and resultant problems should not occur in the future

We have also commenced discussions with BNP Paribas {(BNPP} to agree a new bank facility, which better fits the
requirements of this development project The current facility expires toward the end of this month

We expect the documentation between the Joint Venture Partners to be executed in the next few weeks and anticipate
the discussions on the associated bank facility to be completed by the end of the summer

An mportant step in the process has already been completed with the recent acquisition by a consortium led by Petrol
one of our local partners, of Nafta Geoterm, a company based in Lendava Nafta Geoterm owns and operates
easement rights necessary for Petidovcl development and operates pipelines and facilities necessary for handling ol
and gas production from the field This 1s a key component in the processing and transport of natural gas, allowing
harmonised access to infrastructure and a more rapid development of the Peti3ovci oil and gas field

Disposal of non-core assets

In line with the Company’s new strategy we have already sold our interest in our producing Hungarian assets for
€450,000 (£379,395), which was broadly equivalent to the revenues we expected to receive before the field became
non-commercial We expect to have concluded a sale of our Dutch assets shortly and have received an offer for our
ltahan assets

Funding
Development funding

As set out in the arcular refating to the open offer, the £5 5 million funding received from shareholders will allow the
Company to operate through to the fourth quarter of 2013 we will therefore need to raise additional funding later
this year to allow the progress at Petidovc to continue  We will constder new funding from both industry and financial
sources The terms on which the required funding will be available will depend on the progress we can report over the
summer months

Cost savings

The events of the past twelve months have highlighted the need to operate in a manner designed to make the most of
our financial resources We have identified and begun to implement significant cost savings, in part from reduced
headcount and focusing an just one asset, which we expect on an annualised basis, will result in cost reductions
approaching £393,000
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Management and staffing

Leonard Reece was appointed Chief Executive Officer in September 2012 with a mandate to focus on bringing the
PetiSova asset into production  However, it was not until the departure of the previous Chief Executive that he had a
free hand to push through the required actions both at Petidovci and, since the first quarter of 2013, with our new
strategy for our other assets

Despite the distractions in dealing with the lack of funding and the dispersed nature of our asset portfolio Leonard has
managed in short time to make substantial progress, establishing strong working relationships with the authorities in
Slovenia and with our partners, staff and contractors alike

Additional financial and operational staff have been identified and recruited, so that once the required consents and
funding are in place the project will be able to move forward without delay

Qutlook

| conclude this Chairman’s Statement with the message that in the past few months we have made and are continuing
to make real progress at our Petidovc asset, which remains well regarded by the industry and offers the opportunity to
significantly enhance shareholder value

/ ZM(MLJ’

Chive Carver
Chairman
22 May 2013




Ascent Resources plc
Annual Report and Financial Statements
For the year ended 31 December 2012

Operations Review

PetiSovci Project, Slovenia

The Petifoval Tight Gas Project 1s located in a 98 km” area in Slovenia close to the Hungarian and Croatian borders The
project targets the development of substantial tight gas reservoirs that are known to be in Miocene clastic reservoirs

Ascent has a 75% interest and Geoenergo d 0 o {Geoenergo), the concessionaire of the PetiSova Exploitation
Concession, has a 25% interest in the PetiSove Joint Venture Geoenergo 1s a company jointly owned by Nafta Lendava
d o0 o, the Slovenian state ol company, and Petrol d d , Slovenia’s leading energy trading enterprise

There are three structural highs present in the project area, over which Ascent and its Joint Venture Partners acquired
30 seismic in 2009 and 2010 Shallow conventional Upper Miocene oif and gas reservorrs in the three principal
structures within the project area have historically been exploited in the area since the 1940s, but are now essentially
depleted By contrast, in the deeper, lower permeability, Middle Miocene reservoirs, only a small percentage of the
recoverable gas has been produced to date These deeper Middle Miocene reservairs were first put on production In
1972 but, due to the limited hydraulic stimulation {fracturing) capabilities at the time, they produced limited volumes of
gas from area Since then, there have been major advances in simulation techriques which, in conjunction with
modern 3D seismic methods, now make efficient commercial development of these low permeability reservoirs
possible Ascent’s early acquisition of 3D seismic over the whole project area in 2009 has proved wital to the success of
the new Pg-11A and Pg-10 wells drilled in 2011, mainly by guiding the wells into zones of better reservoir quality, which
are evident as high amplitudes on the 3D data

In late 2010/early 2011 the Pg-11 well {Pg-11) was dnilled It was the first deep well to be drilled in the project area for
22 years and it evaluated previously unproduced reservoirs that are deeper in the Middle Miocene section Later in
2011, Pg-11A, a sidetrack of Pg-11, and the Pg-10 well (Pg-10) were dnilled, completed and successfully fracture
stimulated Pg-11A i1s proven productive from the deeper 'K’ sands and Pg-10 from the ‘F’ sands Advances in hydraulic
fracturing methodology in the last twenty years contributed to flow rates of over 8 MMscfd from Pg-10, productivity
over three times greater than previously achieved The fracture stimulation n three stages of Pg-11A resulted in a
more modest flow rate of shightly above 2 MMscfd which should be commercial

The most recent independent report by RPS of GIIP (gas initially in place) defined a gross P50 estimate of 456 Bef and a
mean of 592 Bcf for the Slovenian part of the project The well results also confirmed the gas productivity, through an
open-hole test of the shallowest ‘A’ sands The evaluation work included extensive coring and state-of-the-art electric-
Iine log acquisition, the analysis of which has provided important new data that has been invaluable in planning the
redevelopment of the reservoirs

Leading on from the well results, a two phase redevelopment was designed This redevelopment plan takes into
consideration the existing infrastructure as well as the expected productivity of gas in the longer term

Phase 1 After the recompletion of Pg-10 and Pg-11A with custom designed production strings, 1t 1s planned that gas
from these wells will be brought on-stream via dedicated well-site facilities, through the modified, existing, gas central
processing plant (CPP) and, from there, to the national gas pipeline terminal Previously, gas produced from the
Petidovcl wells was pracessed at a local methanol plant, but this s currently shut down The modifications to the CPP
are therefore required to upgrade the gas to the national pipeline specifications, these will reduce the CO? content
from approximately 3% to less than 1 5%, remove the condensate in the gas for sale separately and ensure dew point
control by dehydration The Phase 1 maximum production rate is set at 8,000 m’ per hour, approximately equal to

7 MMscfd In May 2012 the Company announced it had secured a €15 million facility from BNP Paribas {(BNPP) to
enable Phase 1 to move ahead and for production to commence Unfortunately this facility was subject to the
obtaining of certain consents from its Joint Venture Partners and additional signatories to the Joint Venture Agreement
The consents from four additional signatories to the Joint Venture Agreement have yet to be secured The Company
continues to apply pressure at a number of levels in order to secure a resolution to the current impasse

Phase 2 Once the medium term performance of the wells is established, and subject to obtaining the necessary
consents, a new ‘greenfield’ processing facility will be designed It will perform the same function as the modified
existing CPP but will be of substantially higher capacity This will necessitate enlarged gas export capacity and
modifications to the national grid connection It i1s estimated that 30 or more new wells are expected to be required to
maintain these flow rates for a pertod of over 10 years and to be able to maximise the recovery from the reservorrs
The Phase 2 facility 1s expected to take at least 30 months to design, permit, construct and commission, and during this
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time the first of the new wells will be drilled

Assets For Disposal

Frosinone and Strangolagalli, Latina Valley, Italy

The Strangolagalli concession lies 1n a proven ol producing area The project involves the redevelopment of the Rip
field, oniginally developed in the late 1960s without the benefit of any seismic data  The ail1s of good quality from
shallow reservoirs less than 1,000 m deep Seismic was acquired in 2010 s0 that drilling based on the interpretation of
the acquired data can be planned A drilling permit has yet to be 1ssued

As with Strangolagall, the Frosinone exploration licence targets shallow o1l lying at less than 1,000 m  New 20 seismic
acquisition 1s needed to follow up on satellite reconnaissance undertaken in 2011 that confirmed existing targets and
identified new ones

Ascent Resources Italia srl {ARI) has a 50% interest in the $trangolagalli concession and an 80% interest in the Frosinone
concession

North Sea Block M10/M11, Netherlands

The M10/M11 blocks are located in the shallow waters off the north coast of the Netherlands in the southern North
Sea The hcence area Includes three structures, all of which contain gas discovery wells with gas present in the
Slochteren unit of the Rotligendes sandstones

A conceptual development plan has been prepared and a final appraisal well 1s needed for the Terschelling Noord
discovery, a structure that lies partly within the M10/M11 licence area and partly in the area to the south, to confirm
reservoir parameters for the detalled project design

Ascent holds a 54% interest in the project along with its partners EBN BV with 40% and GTO Ltd with the remaining
6%

Back-in Rights

Hermnigen and Linden, Switzerland

The exploration permits cover undeveloped discoveries made by EIf Aquitaine in 1972 and 1982 with a combined
estimated gas resource base of over 360 Bcf  As the oniginal Hermnigen well was drilled before gas pipeline
infrastructure was buwilt in the area, the discovery has remained unappraised eCORP s the operator of the project and,
despite selling its interest in 2010, Ascent retains vanous back-in nghts on any successful outcome of six conventional
appraisal prospects, provided relevant apportioned costs are covered

eCorp has reported that detailed operational planning, initiated after receiving permits, revealed that the selected
surface location for the Hermrigen-2 well entailed an unacceptable health risk to local residents due to the existence of
poisonous gas (hydrogen sulphide) underground This had also been discovered during the drilling of the Hermrigen-1
well No feasible alternative surface location has been identified, however recently acquired additional 2D seismic
confirmed closure in another prospect in the Seeland-Frienisberg permit area  This prospect 1s being discussed as a
possible substitute to the Hermrigen-2 well
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Directors’ Report

The Directors present their Directors’ Report and Financial Statements for the year ended 31 December 2012 ("the
year’)

Principal activities

The principal activities of the Group compnise gas and ol exploration and production The Company 1s registered in
England and Wales and 1s listed on the AIM Market of the London Stock Exchange

The Group hasits headquarters in London and has gas and oil interests in Europe in Hungary, Slovenia, italy and The
Netherlands The Group operates its own undertakings both through subsidiary companies and joint ventures The
subsidiary undertakings affecting the Group’s results and net assets are listed in Note 12 to the Financial Statements

Business review

The Companies Act 2006 requires the Company to set out in the Directors’ Report a fair review of the business of the
Company duning the financial year ended 31 December 2012 including an analysis of the position of the business at the
end of the financial year and a description of the principal risks and uncertaintites facing the Company (the ‘Business
Review'}) The purpose of the Business Review 15 to enable shareholders to assess how the Directors have performed
therr duties under section 172 of the Companies Act 2006, being the duty to promote the success of the Company The
Chairman’s Statement and the Group Operations Review, set out on pages 5-6, together with the Corporate
Responsibility Statement, corporate governance statements and Principal Risks and Uncertainties section of the Annual
Report, which are incorporated herein by reference, are considered to fulfil the requirements of the Business Review

Principal risks and uncertainties

The Group operates in an industry characterised by a range of business nsks The Company maintains a risk register
that categorises risks under the headings Strategic, Operations, Financial, Compliance and Knowledge The key risks
and uncertainties faced by the Group are summarised below

e Strategic ~ the achievement of corporate objectives 1s dependent on the strategy followed by the Group, as
well as the interaction with stakeholders and shareholders, good governance and an understanding of
economic and market dynamics This risk 1s mitigated by the expertise of the Company’s Directors and
specialists

e Operations — the operations of the Group may be adversely affected by its ability to find and develop adequate
gas and oil reserves, to develop and exploit new gas and ol acreage, and to recruit and retain management
and staff with the right technical skills  This nisk 1s mitigated through the experience and expertise of the
Company’s specialists and consultants, the application of appropriate technology and the selectton of
appropriate prospective exploration and development assets

* Financial —the Group’s ability to meet its obligations and achieve objectives i1s influenced by its liquidity,
gearing, movements in commodity prices and costs, movements in foreign exchange, funding and financial
reporting requirements Foreign exchange nisk 1s mitigated by close monitoring of exchange rate movements
and holding cash reserves with a variety of different institutions in a variety of currencies being Euro, US
Dollar, Hunganan Forint and British Pound All other financial risks are mitigated by the expertise of the
Company’s financial staff

= Compliance — the Group must comply with a range of corporate, legal and industry regulations and the nature
of its operations necessitates strong controls around contractual arrangements, especially in respect of areas
such as joint venture agreements This nisk 1s mitigated by the expertise of the Company’s Directors and
advisers

¢ Knowledge — the Group 1s dependent on the efficient and effective operation of its information systems and
the management and reporting of project data and reserves information s key Loss of key personnel may
also lead to the potential loss of corporate “intellectual property’ This nisk 1s mitigated by ensuring all
Company informatton 1s both readily available to the relevant Company employees and 1s securely mamntained
on a regularly backed up, password protected IT system
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Key performance indicators

The Directors consider a range of financial and non-financial key performance indicators Financial indicators are
principally focussed on the regular review of major projects, comparnng actual costs with budgets and projections More
detailed assessments are also made of un-risked and risked net present values {'NPVs’), project rates of return and
investment ratios such as ‘success case investment efficiency’ Monthly trading and cash movements are also reviewed
for each of the Group companies Specific exploration-related key performance indicators include the probability of
geological success {Pg), the probability of commerciality or completion (Pc) and the probability of economic success
{Pe)

Future developments

The Company has identified the European gas market as a relatively stable and secure arena in which to compete The
European market continues to be a net importer of gas whilst diversity of supply 15 central to the energy security
strategy of most nations The Company continues to seek to exploit the market through the identification and
exploration of gas reserves near to core industrial and residential conurbations It competes in the European gas and o1l
exploration and production sector by seeking to realise value rapidly from its assets, mimimising risk through spreading
Investment over a range of Eurcpean countries

Financial risk management

Detatls of the Group’s financial instruments and its policies with regard to financial risk management are given in Note
28 of the Financial Statements

Results and dividends

The loss for the year after taxation was £6 0 million {2011 £6 3 million) The Directors do not recommend the
payment of a dividend

Post balance sheet events

Approval of the Henderson Facility

As detalled in Note 16, the Company secured a £5 5m convertible loan in the year with Henderson Global Investors
Limited and Henderson Alternative investment Advisor Limited (together, ‘Henderson’) In order to draw down on the
full loan amount, Ascent was required to publish a aircular seeking shareholder approval for (1) the 1ssue of the new
shares required on conversion of the loan notes, and (n) a whitewash resolution waiving the Takeover code
requirement for an offer to be made by Henderson if Henderson's shareholding in the Company exceeds 30% of the
total voting rights Shareholder approval was required as Henderson would hald approximately 1 25 billion Ordinary
Shares, representing 58% of the total voting rights of Ascent If the loan instrument were to be fully converted by
Henderson

On 30 April 2013 the resolution was successfully passed at a General Meeting of shareholders and therefore this
contingent hability was extinguished
Disposal of interest in PetroHungana kft ‘

On 25 April 2013 the Company announced that it had agreed to dispose of its 48 66% interest in PetroHungaria kft, |
which held sts interest in the Penészlek field, to thewr loint Venture Partners, DualEx Energy International, Swede
Resources and Geomega for a cash consideratton of €450,000 which was received on 13 May 2013

Repayment of the Yorkwille Facility

Following the completion of the Open Offer funding, the Company repaid the remaining balance of £786,677 due under
the Yorkwille facility on 17 May 2013
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Directors

The Directors of the Company that served during the year, and subsequently, were as follows

Leonard John Reece {appointed 17 September 2012}
Clive Nathan Carver (appointed 24 December 2012)
Nigel Sandford Johnson Moore

Wilham Cameron Davies

leremy Eng (resigned 14 December 2012}

John Patrick Kenny (resigned 30 Aprif 2013)

Scott James Richardson Brown (resigned 30 Apnl 2013)
Willlam Graham Cooper (resigned 30 April 2013)

Relevant details of the Directors, which include committee memberships, are set out on page 12

Directors’ interests

The beneficial and non-beneficial interests in the 1ssued share capital of the Company were as follows

Ordinary shares of 0.1p each At 31 December 2012 At 31 December 2011
Leonard Reece - N/A
Clive Carver - N/A
Nigel Moore 119,500 119,500
Cameron Davies 150,000 150,000
John Kenny 700,000 700,000
Scott Richardson Brown 200,000 200,000

Graham Cooper -

Details of Directors’ share options and remuneration are set out in Note 5 to the Financial Statements under the

heading ‘Directors’ remuneration’

Directors’ emoluments

For details of Directors’ emoluments and share options piease see Note 5 of the Financial Statements

Third party indemnity provision

The Company has prowvided liability insurance for its Directors The annual cost of the cover 15 not matenal to the Group
The Company’s Articles of Association allow it to provide an indemnity for the benefit of its Directors which 15 a

qualfying indemnity prowvision for the purposes of the Companies Act 2006
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Share capital

Details of changes to share capital in the peniod are set out In Note 21 to the Financial Statements

As at 16 May 2013 the Company has been notified of the following significant interests in its ordinary shares, being a
holding of 3% and above

Number of ordinary

%
shares

Henderson Global investors 174,797,641 1519
EnQuest PLC 160,903,958 1398
Barclays Stockbrokers Limited 74,015,404 618
Lombard Odier Asset Management [Europe) Limited 71,165,224 609
TD Direct investing 64,507,726 560
Halifax Share Deahng 64,191,801 558
Selftrade 44,811,704 389
Hargreaves Lansdowne 44,263,148 385
Seren Capital Management Ltd 38,715,000 37

Shareholder communications

The Company has a website, www ascentresources co uk, for the purposes of improving information flow to
shareholders, as well as potential investors

Charitable and political contnbutions
No charitable or pobtical contributions were made by the Group during 2012 or 2011
Supplier payment policy and practice

It i1s the Group’s and Company’s policy that payments te supplers are made in accordance with those terms and
conditions agreed between the Group and the Company and their supplers, provided that all trading terms and
conditions have been complied with

At 31 December 2012, the Group had an average of 155 days (2011 35 days) purchases owed to trade creditors At
31 December 2012, the Company had an average of 77 days (2011 139 days) purchases owed to trade creditors

Employees

The Company’s Board composition provides the platform for sound corporate governance and robust leadership in
implementing the Company’s strategies to meet its stated goals and objectives

The Group’s employees and consultants play an integral part in executing its strategy and the overall success and
sustainability of the organisation The Group has a highly skilled and dedicated team of employees and consultants and
places great emphasis on attracting and retaining quality staff As an international ol and gas company, we facilitate
the development of leadership from the communities in which we operate There 1s a large pool of qualified upstream
ol and gas exploration and production professionals in the areas in which we operate, and we are committed to
building and developing our teams from these talent pools

The Group holds its employees and consultants at alf levels to high standards and expects the conduct of its employees
to reflect mutual respect, tolerance of cultural differences, adherence to the corporate code of conduct and an
ambition to excel in their various disciphnes

Disclosure of information to auditors

In the case of each person who was a Director at the time this report was approved

10
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s 5o far as that Director was aware there was no relevant available information of which the Company’s auditors
were unaware, and

e that Director had taken all steps that the Director ought to have taken as a Director to make himself aware of
any relevant audit information and to establish that the Company’s auditors were aware of that information

This information 15 given and should be interpreted in accordance with the prowvisions of section 418 of the Companies
Act 2006

Going Concern

The Financial Statements of the Group are prepared on a going concern basis

On 24 December 2012 the Group entered into an agreement with Henderson Global Investors Limited and Henderson
Alternative Investment Advisor Limited (together, ‘"Henderson') for the subscription by Henderson of convertible loan
notes of up to £5 5 milhon in principal This loan was secured to provide funding for existing debts and to cover
overheads through much of 2013

On 29 May 2012 the Group secured a €15 million (€12 million) facihity from BNPP This was secured in order to finance
the pnmary capital expenditure requirements of the Group, being the Petidover project in Slovenma However due to
various problems obtaining consents from signatories to the Joint Venture Agreement, the Group was unable to draw
down on the loan, and the loan will expire on 29 May 2013 However, BNPP have remained supportive and we would
hope to be able to enter into a new loan should the aforementioned i1ssues be resolved, although there can be no
certainty of this

Existing cash resources are sufficient to meet overheads for the 6 months from the publication of this report In order
to fund the core work programme and overheads for the required 12 month period further funds will be required The
Group has a SEDA facility in place which could bridge this gap, drawdowns on this facility are dependent upon both
liquidity and the prevailing share price additionally we would look at 1ssuing equity to existing or new nvestors

The Directors have also undertaken a Strategic Review as announced at the end of 2012, which might enable them to
consider non-equity financing such as farm-in agreements or asset sales These options are currently under negatiation
with various counterparties and on this basis the Directors are confident of the Group’s ability to continue as a going
concern

However, there can be no guarantee over the outcome of these negotiations and as a consequence there 1s a material
uncertainty of the Group's ability to raise additional finance, which casts significant doubt on the Group’s ability to
continue as a going concern  Further, the Group may be unable to realise its assets and discharge its habilities in the
normal course of business

The Directors however, remain canfident of the Group’s ability to operate as a going concern given the funding
discussions that have and continue to take place and in hght of the significant recent support from Henderson

Auditors

In accordance with section 489 of the Compantes Act 2006, a resolution for the reappointment of BDO LLP as auditors
of the Company 1s to be proposed at the forthcoming Annuzl General Meeting

Approved for issue by the Board of Directors
and signed on its behalf

 live @W

Chive Carver
Chairman
22 May 2013
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Board of Directors

Clive Carver (52)
Non-executive Director

Chive Carver has worked in the City since 1986 and focussed exclusively on the small cap sector since 1994 He is the
Executive Chairman of Roxi Petroleum plc, an AIM listed o1l and gas exploration and production company operating in
Kazakhstan, where he served as Non-executive Chairman from 2006 to May 2012 He s also Non-executive Chairman
of Lechard Energy Group plc Clive 1s a Fellow of the Institute of Chartered Accountants in England and Wales and 1s a
qualified Corporate Treasurer

Leonard Reece (63)
Chief Executive Officer

Leonard Reece has over thirty years of E&P sector experience, of which over twenty years were at Managing Director
and CEO level His most recent role was as CEQ of Valhalla Oit and Gas AS, a private Norwegian ail company, where he
was responsible for identifying, acquiring and developing commercially successful o1l and gas assets He previously held
the position of Managing Director of Spectrum Energy and Information Technology Ltd, which provides multi-client
surveys and high quality seismic imaging services His extensive commercial and managenal experience will be of
significant value, as Ascent rationalises and progresses the assets 1n tts portfolio

Nigel Moore (69)
Non-executive Director
Chairman of the Audit Committee and member of the Remuneration Committee

Nigel Moore Is a Chartered Accountant and was a former partner at Ernst & Young for 30 years until 2003 For the last
ten years at Ernst & Young he specialised in the o1l and gas sector, advising a wide range of client companies, providing
significant input to strategic options, new opporturuties and helping to deliver shareholder value Nigel 1s also on the
Boards of Hochschild Mining ple, JKX Oif and Gas plc and Vitec Group plc

Cameron Davies (69)
Non-executive Director
Chatrman of the Remuneration Committee and member of the Audit Commuittee

Cameron Davies 1s an international energy sector specialist and the former Chief Executive of Alkane Energy plc  He has
an excellent track record of exploration success and growing profits in a quoted energy company Beginming his career
as a geologist, Dr Davies has over 35 years’ experience in the oil and gas secters He founded AIM listed Alkane Energy
plc in 1994 and managed the business from onginal concept through venture caprtal funding and an IPQ, to become a
profitable operator of gas to power generation plants using Coal Mine Methane as fuel He has a PhD from Imperial
College, 15 a Fellow of the Geological Society of London and a member of the European Petroleum Negotiators Group
and the PESGB
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Summary of Group Net Qil and Gas Reserves

Net Reserves and Resources by country

Net Proven
+ Probable Net Attributable Net Attributable
Reserves Contingent Resources Prospective Resources
(Bcfe) (Bcfe) {Bcfe)
1-C 2-C 3-C Low Best High

Hungary®! - 04 186 74 8 - - -
Netherlands® ) 410 442 510 9 7° 10 99 1227 |
Switzerland" - 20 48 95 780 156 0 3040
Italy™® 017 N 5 0@ N ; 87 00 i
Stoveria™’ - 900 1710 3203 - - -
Net Attrnibutable at
31 December 2012 01 1334 2406 4556 877 2539 316 2

(1) These figures are all quoted as gas equivalent, assuming a converston factor from oil to gas of
1 stb = 6,000 scf

(2) Evaluated as oll, converted to gas equivalent

(3) These figures are based on RPS gas-in-place estimates with a management assumption of a 50%
recovery factor

{4} These figures are based upon independent evaluations provided by
{a) Tracs International
{b) RPS and Peal Petroleum srl

(5) These figures are based upon Management evaluations of the gas-in-place in the M11-1 structure in
the M11 licence area, the Terschelling Noord structure, both in the M10 licence area and the open
acreage to the south of that area, and assuming a 50% recovery factor

{6) Risked

Proven Reserves are those quantities of petroleum which can be estimated with reasonable certainty to be
commercially recoverable, from known reservoirs and under current economic conditions, operating methods and
government regulations There s at least a 90% probability that the guantities actually recovered will equal or exceed
the estimate

Probable Reserves are those unproven reserves which are more likely than not to be recoverable There is at least a
50% probability that the quantities actually recovered will equal or exceed the sum of estimated proven plus probable
reserves

Contingent Resources are those quantities of petroleum estimated, as of a given date, to be potentially recoverable
from known accumulations, but the applied project(s) are not yet considered mature enough for commercial
development due to one or more contingencies Contingent resources may include, for example, projects for which
there are currently no viable markets or where commercial recovery 1s dependent on technology under development or
where evaluation of the accumulation 1s insufficient to clearly assess commerciality

Prospective Resources are those quantities of petroleum which are estimated to be potentially recoverable from
undiscovered accumulations
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Summary of Ascent Resources plc’s Licence Interests as at 31st December 2012

Working Permit Area Net
Permit Subsidiary Interest Grogs (km’) Status
{%) {km®)
Hungary
a loration and
Lovészi™ Ascent Hungary Limited 50 00 ¢ 45 Gas exploration
exploitation
Italy
Frosinone Ascent Resources Itaha srl B0 00 858 686 Cil exploration
Flume Arrone Ascent Resources Italia srl 70 00 358 251 Gas exploration
Strangolagalh Ascent Resources Italia srl 50 00 41 21 Ol exploitation
Slovenia
PetiSove) Explortation Ascent Slovenia Limited 7500 98 73 Ol & gas exploitation
Concesston
Switzerland
Seeland-Frnienisberg @ 364 - Gas appraisal
Linden @ 330 - Gas appraisal
Gros de Vaud 2 736 - Ol & gas exploration
The Netherlands
I
M10/M11 Ascent Resources NL BV 5400 110 59 Gas exploration and

appraisal

{1} The Lovaszi Area of Mutual Interest {'AMI’) consists of four Miing Plots (Explortation Concessions) and a part of an exploration licence
{2) Option to acquire between 22 5% and 45% interest n up to 6 conventional discoveries

Glossary
M Thousand* km? Square kilometres
MM Million* m’ Cubic metres
B Bilhon* cf Cubic feet
scf Standard cubic feet
scfd Standard cubic feet per day

* These are ‘oilfield’ units, as commonly used in the oil and gas industry  Other units conform to the Systéme International d'unités
(51) convention

PS0 (P50, P10) Reserves  at least a 90% (50%,10%) probability that the quantities will equal or exceed the estimate
This 15 @ measure of uncertainty not geological or commeraial nsk

Prospect a potential trap which geologists believe may contain hydrocarbon resources
Reservoirs a subsurface body of rock having sufficient porosity and permeability to store and transmit hydrocarbons
Production string  string of driil pipe or of tubing run into a well

Miocene a geological epoch of the Neogene Period that extended from about 13 to 25 million years ago
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Corporate Responsibility

Ascent operates a Management System that embodies Environmental, Health, Safety (‘EHS'} and Social Responsibility
{'SR’} principles  This system defines objectives to be met by Ascent, its subsidiaries, affiliates, associates and operated
Jont ventures (hereinafter collectively referred to as Ascent) in the management of EHS and SR

The policy of the Board of Ascent is to be fully accountable for the necessary practices, procedures and means being in
place so as to ensure that each EHS and SR objective 15 demonstrated in full and that continuous improvement practices
are operating to ensure that the required practices, procedures and means are being monitored, refined and optimised
as necessary The Board will accordingly review and report regularly to external stakeholders as to the achievement of
the objectives of this policy

In accordance with this policy, the Executive Directors of Ascent are directly and collectively responsible to the Board
for demonstrating that the EHS and SR objectives are attained throughout Ascent The Executive Directors have
adopted Management System Guidelines as guidance for demonstrating this

The objectives of the Environment, Health, Safety and Social Responsibility Policy are

= Ascent shall manage all operations in a manner that protects the environment and the health and safety of
employees, third parties and the communty

" The Executive Directors provide the wvision, establish the framework, set the objectives and provide the
resources for responsible management of Ascent’s operations

s Lleadership and visible commitment to continuous improvement are critical elements of successful
operations

*  Aprocess that measures performance relative to policy aims and objectives is essential to improving
performance Sharing hest practices and learning from each other promotes improvement

. Effective business controls ensure the prevention, control and mitigation of threats and hazards to business
stewardship

- Risk identification, assessment and prioritisation can reduce risk and mitigate hazards to employees, third
parties, the community and the environment Management of nisk i1s a continuous process

*  Safe, environmentally sound operations rely on weli-trained motivated people Careful selection, placement,
training, development and assessment of employees, and clear commumication and understanding of
responsibilities are critical to achieving operating excellence

*  The use of internationally recogmised standards, procedures and specifications for design, construction,
commissioning, medifications and decommuissioning activities 1s essential for achieving operating excellence

= Operations within recognised and prudent parameters are essential to achieving clear operating excellence
This requires operating, inspection and maintenance procedures, and information on the processes, facilities
and materials handled, together with systems to ensure that such procedures have been properly
communicated and understood

= Adhering to established safe work practices, evaluating and managing change, and providing up-to-date
procedures to manage safety and health risks contribute to a safe workplace for employees and third parties

*  The mimimisation of environmental nisks and habilities are integral parts of Ascent’s operations

"  Third parties who provide materials and services (personnel and equipment) or operate facilities on Ascent’s
behalf have an impact on EHS and SR excellence It 1s essential that third-party services are provided in a
manner consistent with Ascent’s EHS and SR Pohcy and Management System Guidelines

= Compliance with regulatory requirements and company guidelines must be periodically measured and
verified as part of the continuous improvement process

. Preparedness and planning for emergencies are essential to ensuring that all necessary actions are taken if
an inadent occurs, to protect employees, third parties, the public, the environment, the assets and brand of
Ascent
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. Effective reporting, incident investigation, communication and lessons learned are essential to attaining and
improving performance

s Open and honest communication with the communities, authorities and stakeholders with which Ascent
operates builds confidence and trust in the integrity of Ascent

During 2012, the Group was Operator of several exploration projects, all of which were closely managed for
mamtaining the EHS and SR policy aims

There have been no convictions in relation to breaches of any applicable Acts recorded against the Group during the
reporting period

Statement of Directors' Responsibilities

The Directors are responsible for preparing the Directors’ Report and the Financial Statements in accordance with
applicable law and regulations

Company law requires the Directors to prepare financial statements for each financial year Under that law the
Directors have elected to prepare the Group and Company financial statements in accordance with tnternational
Financial Reporting Standards (IFRSs) as adopted by the European Union Under company law the Directors must not
approve the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the
Group and Company and of the profit or loss of the Group for that period The Directors are also required to prepare
financial statements in accordance with the rules of the London Stock Exchange for companies trading securities on the
AIM Market

In preparing these financial statements the Directors are required to
*  select suitable accounting policies and then apply them consistently,
*  make judgements and accounting estimates that are reasonable and prudent,

* state whether they have been prepared in accordance with IFRSs as adopted by the European Union, subject
to any material departures disclosed and explained in the Financial Statements,

. prepare the financial statements on a going concern basis unless it s inappropriate to presume that the
Company will continue in business

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company’s transactions and disclose with reasonable accuracy at any time the financial position of the Company and
enable them to ensure that the financial statements comply with the requirements of the Companies Act 2006 They
are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other trregulanties

Website publication

The Directors are responsible for ensuring the Annual Report and the Financial Statements are made available on a
website Financial statements are published on the Company's website in accordance with legislation in the United
Kingdom governing the preparation and dissemination of financial statements, which may vary from legislation in other
jurisdictions  The maintenance and integnty of the Company's website 1s the responsibility of the Directors The
Directors’' responsibility also extends to the ongoing integrity of the Financial Statements contained therein
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Independent Auditors’ Report to the Members of Ascent Resources plc

We have audited the financial statements of Ascent Resources Plc for the year ended 31 December 2012 which

comprnise the Consolidated Income Statement, Consolidated Statement of Comprehensive Income, Consolidated and

Campany Statement of Changes in Equity, Consoldated and Company Statement of Financial Position, Consolidated

and Company Statement of Cash Flows and the related Notes The financial reporting framework that has been applied

in their preparation 1s applicable law and International Financial Reporting Standards (IFRSs) as adopted by the

European Union and, as regards the Parent Company financial statements, as applied in accordance with the provisions ‘
of the Companies Act 2006 |

This report 1s made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companes Act 2006 Our audit work has been undertaken so that we might state to the Company’s members those
matters we are required to state to them in an auditor’s report and for no other purpcse To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the Company and the Company’s
members as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explained more fully in the statement of directors’ responsibilities, the Directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and fair view  Our responsibility 1s to audit and
express an opinion on the financial statements in accordance with applicable law and International Standards on
Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board’s Ethical Standards
for Auditors

Scope of the audit of the financial statements :

A description of the scope of an audit of financial statements is provided on the Financial Reporting Council’s website at
www fr¢ org uk/auditscopeukprivate

Opimon on financial statements

In our opinion

* the financial statements give a true and fair view of the state of the Group’s and the Parent Company’s affairs
as at 31 December 2012 and of the Group’s loss for the year then ended,

» the Group financial statements have been properly prepared in accordance with IFRSs as adopted by the
European Union,

» the Parent Company financial statements have been properly prepared in accordance with IFRSs as adopted by
the European Union and as applied in accordance with the provisions of the Companies Act 2006, and

e the financial statements have been prepared in accordance with the requirements of the Companies Act 2006
Emphasis of matter — Going concern

In forming our opinion on the financial statements, which 1s not modified, we have considered the adequacy of the
disclosures made in Note 1 to the financial statements concerning the Company’s ability to continue as a going concern
Further funds will be required to finance the Company’s planned work programme While the Directors are confident of
being able to acquire the finance necessary to meet both capital and administrative obhigations and habihties as they
fall due, a significant uncertainty exists given that sufficient faciities are not currently in place

These conditions indicate the existence of a matenial uncertainty which may cast significant doubt about the Company's
ability to continue as a going concern  The financal statements do not include the adjustments that would result if the
Company was unable to continue as a going concern
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Opinion on other matters prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the financial statements
are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the folfowing matters where the Companies Act 2006 requires us to report to
youif, tn our opinion

==00 M5

adequate accounting recards have not been kept by the Parent Company, or returns adequate for our audit
have not been received from branches not visited by us, or

the Parent Company financial statements are not in agreement with the accounting records and returns, or
certain disclosures of directors’ remuneration speafied by law are not made, or

we have not recewved all the information and explanations we require for our audit

[Signature]

Scott Knight (senior statutory auditor)

For and on behaif of BDO LLP, statutory auditor

London

Umited Kingdom

22 May 2013

BDO LLP is a imited hability partnership registered in England and Wales (with registered number OC305127)
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Consolidated Income Statement
for the year ended 31 December 2012

Year ended
31 December Year ended
2012 31 December 2011
Notes £'000s £ °'000s
Revenue 2 1,684 2,105
Cost of sales 3 (1,217) {1,711)
Gross profit 467 394
Administrative expenses 4 {2,810) (2,625)
Impairment write down of expleration costs g, 11 {2,978) (3,471)
and producing assets
Loss from operating activities {5,321) (5,702)
Other operating income 41 -
Finance income 6 318 282
Finance cost 6 {1,002) (830)
Net finance costs (684) (548)
Loss before taxation (5,964) (6,250)
Income tax expense 7 {60) (48)
Loss for the year {6,024) (6,298)
Loss attributable to.
Owners of the Company {6,032) (6,295)
Non-controlling interests 8 (3)
Loss for the year {6,024) (6,298)
Loss per share
Basic and diluted loss per share 8 (0.58)p (068)p

The notes on pages 29 to 61 are an integral part of these consoltdated financial statements
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Consolidated Statement of Comprehensive Income

for the year ended 31 December 2012

Loss for the year
Other comprehensive income

Foreign currency transiation

differences for foreign operations

Other comprehensive income for the

year

Total comprehensive loss for the year

Total comprehensive loss
attributable to

Owners of the Company
Non-controlling interest

Total comprehensive loss for the year

Notes

Year ended
31 December 2012
£ '000s

{6,024)

(616)

(616)

{6,640)

(6,648)
8

{6,640)

Year ended
31 December 2011
£ '000s

(6,298)
(210)
(210)

{6,508)

(6.505)
{3)

(6,508)

The notes on pages 29 to 61 are an integral part of these consohdated financial statements
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Annual Report and Financral Statements
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Consolidated Statement of Financial Position

As at 31 December 2012

Assets

Non-current assets

Property, plant and equipment
Exploration and evaluation costs
Total non-current assets
Current assets

lnventones

Trade and other recevables
Cash and cash equivalents

Total assets

Equity and liabihittes

Attributable to the equity holders of the Parent Company

Share capital

Share premium account
Share-based payment reserve
Translation reserves

Retained earnings

Total equity attnbutable to the shareholders of the Company

Non-Controlling interest
Total equity
Non-current liabilities
Borrowings

Provisions

Other non-current lrabilities

Total non-current habihties

24

Notes

13

21

16
17
18

31 December
2012
£ '000s

181
32,203

32,384
136
916

3,452

4,504

36,888

1,026
52,198
1,901
2,102
(30,684)

26,543

26,548

3,554
2,307

6,401

31 December
2011
£ '000s

734
33,834

34,568
264
1,269

2,906

4,439

39,007

1,026
52,198
4,735
2,718
(25,245)

35,432

{3)

35,429

435
524

859
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Ascent Resources plc

Consolidated Statement of Financial Position (continued)
As at 31 December 2012

Current liabilities

Trade and other payables 19 1,704 2,463
Borrowings 16 2,235 156
Total current habilities 3,939 2,619
Total habilities 10,340 3,578
Total equity and liabiities 36,888 39,007

The notes on pages 29 to 61 are an integral part of these consolidated financial statements

The financial statements were approved and authornised for 1ssue by the Board of Directors on 22 May 2013 and were
signed on its behalf by

(U (orte/

Clive Carver
Chairman
22 May 2013
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Company Statement of Financial Position
As at 31 December 2012

31 December

2012

Notes £'000s
Non-current assets
Property, plant and equipment 10 4
Investment tn subsidianies and joint ventures 12 14,419
Intercompany receivables 25 16,776
Total naon-current assets 31,199
Current assets
Trade and other recewables 14 56
Cash and cash equivalents 3,211
Total current assets 3,267
Total assets 34,466
Equity
Share capital 21 1,026
Equity reserve -
Share premium 52,198
Share-based payment reserve 1,901
Retained loss {28, 599)
Total equity 26,526
Non-Current iabilities
Borrowings 16 3,065
Other non-current habilities 18 2,307
Total non-current habilities 5372
Current habilities
Tragde and other payables 20 640
8orrowings 16 1,928
Total current habiities 2,568
Total habilities 7.940
Total equity and habilities 34,466

The notes on pages 29 to 61 are an integral part of these consolidated finoncial statements

These financial statements were approved and authorised for issue by the Board of Directors on 22 May 2013 and signed

on its behalf by

cw{f I K @rle S

Chairman
22 May 2013
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31 December
2011

£'000s

5

16,023
22,185
38,213

35

2,317

2,352
40,565

1,026

52,198
4,735
(18,152)

39,807

435

435

170
153

323

758

40,565
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Consolidated Cash Flow Statement

for the year ended 31 December 2012

Cash flows from operations

Loss before tax for the year

Tax paid

DD&A charge

Decrease In recevables

Decrease in payables

Increase in other long term payables
Decrease in inventaries

Impairment of exploration expenditure
Increase / (decrease) in decommissioning provision
Share-based payment charge / (release)
Exchange differences

Finance income
Finance cost

Net cash used in operating activities

Cash flows from investing activities
Interest receved

Payments for investing in exploratlon1
Purchase of property, plant and equipment

Net cash used in investing activities

Cash flows from financing activities
Interest paid and other finance fees
Proceeds from loans

Loans repaid

Proceeds from issue of shares®
Share 1ssue costs

Net cash generated from financing activities

Net increase in cash and cash equivalents for the year

Effect of foreign exchange differences
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

Year ended
31 December
2012

£ '000s
(5,964)

(60)

1,269

353

(1,110)
2,323

128

2,288

16

(2,249)

2

{3,004)
{318)
1,002

(2,320)

68
(780)
(682)

(1,394)
{1,180)

5,748
{ag4)

4,084
370

176
2,906

3,452

Year ended
31 December
2011

£'000s
{6,250)

(48)

1,233

395

(484)

77
3,471
(296}

517
227
(1,158)
(282)
830

{610)

60
(12,828)
{1)

(12,769}

{157)
{2,708}
17,341

{751)
14,225

846

12
2,048

2,906

! There were significant non-cash transactions during the prior year For further details please see Note 11
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Company Cash Flow Statement

for the year ended 31 December 2012

Cash flows from in operations

Loss for the year

Depreciation charge

Decrease in receivables

Increase 10 payables

Increase in other long term payables
Write off of iInvestment

Share-based payment

Foreign exchange

Finance income
Finance cost

Net cash generated from / {used in) operating activities

Cash flows from investing activities
Interest receved

Advances to subsidiaries
Investment in PPE

Addition to investment

Net cash flows used in investing activities

Cash flows from financing activities
Interest paid

Repayment of loan

Proceeds from loans

Cash proceeds from issue of shares *
Share 1ssue costs

Net cash generated from financng activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginming of the year

Effects of foreign exchange differences

Cash and cash equivalents at end of the year

! There were sigruficant non-cash transactions during the prior year
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Year ended Year ended
31 December 31 December
2012 2011
£°000s £ '000s
{10,640) (16,809)
2 1
6,792 11,833
145 218
2,307 -
1,668 180
(2,235) 516
{415) -
 (2.376)  (4,051)
(196) {59)
274 251
(2,298) (3,855}
160 59
{1,404) (9,905)
{1) {4)
{64) -
{1,309) (9,850)
{315) (140}
(a84) {2,700}
5,300 -
- 17,841
- (751)
4,501 14,250
894 541
2,317 1,815
- {39)
3,211 2,317

For further details please see Note 11
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Notes to the Financial Statements

1 Accounting policies
Reporting entity

Ascent Resources plc {‘the Company’) 1s a company dormiciled and incorporated in England The address of the
Company’s registered office 1s One America Square, Crosswall, London EC3N 25G  The consolidated financial
statements of the Company for the year ended 31 December 2012 comprise the Company and its subsidiaries
(together referred to as the ‘Group’) and the Group's interest in associates and joint ventures The Parent Company
financial statements present information about the Company as a separate entity and not about its Group

The Company 1s admitted to AIM, a market of the London Stock Exchange

The consohdated financial statements of the Group for the year ended 31 December 2012 are available from the
Company’s website at www ascentresources co uk

Statement of comphance

The Group's and Company’s financial statements for the year ended 31 December 2012 were approved and
authonised for issue by the Board of Directors on 22 May 2013 and the Statements of Financial Position were signed
on behalf of the Board by Clive Carver

Both the Parent Company financial statements and the Group financial statements give a true and fair view and have
been prepared and approved by the Directors in accordance with International Financial Reporting Standards as
adopted by the EU {'IFRSs’)

Basis of preparation

In publishing the Parent Company financial statements here together with the Group financial statements, the
Company 1s taking advantage of the exemption in section 408 of the Companies Act 2006 not to present its individual
Income statement and related notes that form a part of these approved financial statements

Measurement Convention

The financial statements have been prepared under the historical cost convention except for available-for-sale
financial assets and financial instruments which are measured at fair value through profit and loss  The financial
statements are presented in sterling and have been rounded to the nearest thousand {£ ’000s} except where
otherwise indicated

The principal accounting policies set out below have been consistently applied to all periods presented
Going Concern

The financial statements of the Group are prepared on a going concern basis

On 24 December 2012 the Group entered into an agreement with Henderson Global Investors Limited and Henderson
Alternative Investment Advisor Limited {together, ‘Hendersan’} for the subscription by Henderson of convertible loan
notes of up to £5 5 mullion in principal This loan was secured to provide funding for existing debts and to cover
overheads through much of 2013

On 29 May 2012 the Group secured a €15 miflion {£12 million) faciity from BNPP  This was secured in order to
finance the primary capital expenditure requirements of the Group, being the Petifovcr project in Slovenia  However,
due to various problems obtaining consents from signatories to the Joint Venture Agreement, the Group was unable
to draw down on the loan and the loan expires on 29 May 2013 Nevertheless, BNPP have remained supportive and
we would hope to be able to enter into a new loan should the aforementioned issues be resolved, although there can
be no certainty of this

Existing cash resources are sufficient to meet overheads for the 6 months from the publication of this report In order
to fund the core work programme and overheads for the required 12 month penod further funds will be

required The Group has a SEDA facility in place which could bridge this gap, drawdowns on this faciity are
dependent upon both hiquidity and the prevailing share price, additionally we would lock atissuing equity to existing
or new Investors
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The Directors have also undertaken a Strategic Review, as announced at the end of 2012, which mught enable them to

consider non-equity financing such as farm-in agreements or asset sales  These options are currently under
negotiation with various counterparties and on this basis the Directors are confident of the Group’s ability to
continue as a going concern

However, there can be no guarantee over the outcome of these negotiations and as a consequence there s a

matenal uncertainty of the Group's ability to raise additional finance, which may cast significant doubt on the Group’s
ability to continue as a going concern  Further, the Group may be unabie to realise its assets and discharge its
habilities in the normal course of business

The Directors, however, remain confident of the Group’s ability to operate as a going concern given the funding
discussions that have and continue to take place and in light of the significant recent support from Henderson

New and amended Standards effective for 31 December 2012 year end adopted by the Group

| The following new standards and amendments to standards are mandatory for the first time for the Group for
financial year beginning 1 January 2012 The adoption of these standards and amendments has had no matenial
effect on the groups accounting policies

removal of fixed dates

Standard Effective date Impact on imitial application
IFRS 7 Amendment — Transfer of Financial Asset 1 July 2012 None
IFRS 1 Amendment — Severe hyperinflation and 1July 2012 None

Assets

IAS 12 Amendment — Recovery of Underlying

1 January 2012 None

u  Standards, amendments and interpretations, which are effective for reporting periods beginning after the date
of these financial statements which have not been adopted early

Standard Description Effective date
1AS 1 Presentation of items of other comprehensive income {amendments to |AS 1) 1 July 2012
IFRS 10 Consolidated Financial Statements 1 January 2014
IFRS 11 Joint Arrangements 1 January 2014
IFRS 13 Fair Value Measurement 1 January 2013
1AS 27 Amendments Separate Financial Statements 1 January 2013
1AS 28* Amendments Investments in Associates and Joint Ventures 1 January 2013
1AS 19* Employee Benefits 1 January 2013
IFRS 7 Disclosures—Offsetting Financial Assets and Financial Liabilities 1 January 2013
IFRS 1* Amendment — Government Loans 1 January 2013
Improverments to IFRS {2009 — 2011 cycle} 1 January 2013
IFRS 10 Amendments — Transition Guidance 1 January 2014
IFRS 11 Amendments — Transition Guidance 1 January 2014
IFRS 12* Amendments — Transition Guidance 1 January 2013
IFRIC 20 Interpretation — Stripping Costs in the Production Phase of a Surface Mine 1January 2013
IFRS 12 Disclosure of Interests in Other Entities 1 January 2014
IAS 32 Amendment - Offsetting Financial Assets and Financial Liabihities 1January 2014
IFRS 10 Amendments — Investment Entities 1January 2014
IFRS 12 Amendments — Investment Entities 1 January 2014
1AS 27* Amendments — Investment Entities 1 January 2014
IFRS §* Financial instruments 1 January 2015

* Not yet endorsed by European Union

The Group has not yet assessed the impact of IFRS 9 or IFRS 13  Except for the adoption of IERS 11 Joint
Arrangements and IAS 28 tnvestmenits in Associates and Joint Ventures which would both matenially affect the
presentation and financial impact of several of Ascent’s subsidiaries, the above standards, interpretations and
amendments will not significantly affect the Group’s results or financial position  The adoption of IFRS 9 will
eventually replace IAS 39 inits entirety and consequently may have a matenal effect on the presentation,
classification, measurement and disclosures of the Group’s financial instruments

Critical accounting estimates and assumptions

The preparation of the consolidated financial statements in confarmity with IFRSs requires ma nagement to make
estimates and assumptions that affect the application of policies and reported amounts of assets, habilities, income,
expenses and related disclosures The estimates and underlying assumptions are based on practical experience and
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vanous other factors that are believed to be reasonable under the circumstances, the results of which form the basis
for making the judgments about carrying values of assets and liabilities that are not readily apparent from other
sources Actual results may differ from these estimates

The estimates and underlying assumptions are reviewed on an ongoing basis  Changes in accounting estimates may
be necessary if there are changes in the circumstances on which the estimate was based or as a result of new
information  Such changes are recorded in the penod in which the estimate s revised

Critical judgements in applying the Group’s accounting policies

The application of the Group's accounting palicies may require management to make judgements, apart from those
involving estimates, which can have a significant effect on the amounts amortised in the financial statements
Management judgement is particularly required when assessing the substance of transactions that have a
complicated structure or legal form

The key areas where management judgement will need to be applied will be in the areas of

(a) Od and gas assets —exploration and evaluation costs are initially classified and held as intangible fixed assets
rather than being expensed The carrying value of intangible exploration and evaluation assets are then
determined Management constders these assets for impairment at least annually based on an estimation of the
recoverability of the cost pool from future revenues of the related o1l and gas reserves (see Note 11),

(b) Decomrmissioning provision — the cost of decommussioning 15 estimated by reference to operators and internal
specialist staff (see Note 17),

(c) Convertible loan notes — management assessed the fair value of the hability component at 1ssue and continue to
review the appropriateness of the amortisation period annually (see Note 16),

(d) Basis of consolidation — management constder the Company’s ability to exert financial and operational control,
as well as the level of voting nghts and representation on the Board as a basis of consolidation,

{e) Share-based payments — management assesses the fair value of each option using an appropriate pricing model
based on option and share prices, volatility and the life of the option {see Note 27)

() Commercial reserves - Commercial reserves are proven and probable oil and gas reserves, calculated on an
entitlement basis Estimates of commercial reserves underpin the calculation of depletion and amortisation on a
unit of production basis Estimates of commercial reserves include estimates of the amount of ol and gas in
place, assumptions about reservoir parformance over the life of the field and assumptions about commercial
factors which, in turn, will be affected by the future o1l and gas price

Basis of consolidation

The financial statements compnise the consolidation of the accounts of the Company and its subsidiary undertakings
and incorporate the results of its share of jointly controlled entities using the proportional consolidation method of
accounting Consistent accounting policies have been used to prepare the consohdated financial statements

Control 1s achieved where the Group has the power to govern the financial and operating policies of an investee
entity so as to obtain benefits from its activities  The results of undertakings acquired or disposed of are consolidated
from or to the date when control passes to or from the Group For the Company’s financial statements only,
investments i subsidiary undertakings are stated at cost less provision for impairment

The results of subsidianies acquired or disposed of during the period are included in the consolidated income
statement from the date that control commences until the date that control ceases

Where necessary, adjustments are made to the results of subsidiaries to bring the accounting policies they use into
line with those used by the Group

All intra-Group transactions, balances, income and expenses are eliminated on consolidation

The total comprehensive income of non-wholly owned subsidiaries 1s attnbuted to owners of the parent and to the
non-controlling interests in proportion to their relative ownership interests

Where the Group acquires an equity interest from non-controlling parties, the excess/(shortfall) between the
consideration paid and the element of the reserve for non-controlling interest that has been acquired is taken directly
to retained earnings No gain or loss s recognised through profit or loss

Jontly controlled operations are arrangements in which the Group holds an interest on a long term basis which are
jointly controlled by the Group and one or mare ventures under a contractual arrangement The Group’s exploration,
development and production activities are sometimes conducted jontly with other compames in this way Since
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these arrangements do not constitute entities in their own right, the consolidated financial statements reflect the
relevant proportton of costs, revenues, assets and liabilities applicable to the Group’s interests

Business combinations

On acquisition, the assets, habilittes and contingent habilities of subsidiaries are measured at their fair values at the
date of acquisition  Any excess of cost of acquisition over net fair values of the identifiable assets, habilities and
contingent liabilities acquired 1s recognised as goodwill Any deficiency of the cost of acquisition below the net fair
values of the identifiable assets, habilities and contingent habilities acquired {1e discount on acquisition} 1s credited to
profit and loss in the period of acquisition

Interest in jointly controlled entities

A Jjoint venture 15 a contractual arrangement whereby the Group and other parties undertake an economic activity
that i1s subject to joint control

Where a company undertakes its activities under a joint venture arrangement directly, the Group’s share of jointly
controlled assets and any liabilities incurred jointly with the other ventures are recognised in the financial statements
of the relevant Group Company and classified according to their nature

Stmilarly, tncome from the sale and use of the Group’s share of the output of jointly controlled assets and its share of
joint venture expenses, are recognised in the financial statements of the relevant Group Company and classified
according to their nature

Increase i interests in jointly controlled entities

When an entity acquires an additional tnterest in jointly controlled entities the entity’s portion of identifiable net
assets of the jointly controlled entity acquired 1s measured at cost at the date of additional investment with any
surplus accounted for as goodwll

Oil and Gas Exploration Assets

The Group follows the ‘successful efforts’ method of accounting for exploration and evaluatton costs  All
licence/project acguisitions, exploration and appraisal costs incurred or acquired on the acquisition of a subsidiary,
are accumulated in respect of each identifiable project area These costs, which are classified as intangible fixed
assets are only carned forward to the extent that they are expected to be recovered through the successful
development of the area or where activities in the area have not yet reached a stage which permits reasonable
assessment of the existence of economically recoverable reserves

Pre-licence/project costs are written off immediately Qther costs are also written off unless commercial reserves
have been established or the determination process has not been completed Thus accumulated cost In relation to
an abandoned area are written off in full to the statement of comprehensive income in the year in which the decision
to abandon the area 1s made

When production commences the accumulated costs for the relevant area of interest are transferred from intangible
fixed assets to Property, Plant and Equipment as ‘Developed oll and gas assets’

Impawrment of oil and gas exploration assets

Explorationfappraisal assets are reviewed regularly for indicators of impairment following the gurdance in IFRS &
‘Exploration for and Evaluation of Mineral Resources’ and tested for impairment where such indicators exist  Any
impairment ansing 1s recognised in the Income Statement for the year

Impairment reviews on development/producing assets are carried out on each cash-generating unit identified in
accordance with IAS 36 ‘iImpairment of Assets’ Ascent’s cash-generating uruts are those assets which generate
largely independent cash flows and are normally, but not always, single development areas

At each reporting date where there are indicators of impairment the net book value of the cash-generating unit is
compared with the measurable recoverable amount, which 1s defined as the higher of fair value less costs to sell or
value in use If the net book value 1s higher, then the difference 1s written off to the Income Statement as
impairment Forecast production profiles are determined on an asset by asset basis using appropriate petroleum
engineering techniques

Where there has been a charge for impatrment 1n an earlier period that charge will be reversed in a later period
where there has been a change in circumstances to the extent that the discounted future net cash flows are higher
than the net book value at the time |n reversing impairment losses, the carrying amount of the asset will be
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increased to the lower of its original carrying values or the carrying value that would have been determined {net of
depletion) had no impairment loss been recogmsed in prior penods

Imparment of developed o1l and gas assets

When events or changes in circumstances indicate that the carrying amount of expenditure attributable to a
successful well may not be recoverable from future net revenues from o1l and gas reserves attributable to that well, a
comparnson between the net book value of the cost attnbutable to that well and the discounted future cash flows
from that well 1s undertaken To the extent that the carrying amount exceeds the recoverable amount, the cost
attnbutable to that well 1s wnitten down to its recoverable amount and charged as an impairment

Depletion of developed oil and gas assets

Costs carned i each well are depreciated on a unit of production basis using the ratio of oll and gas production in the
period to the estimated quantity of commercial proven and probable o1l and gas reserves at the end of the period
plus production in the period Costs in the umit of production calculation include the net book value of capitahised
costs plus estimated future development costs

Changes in estimates of commercial proven and probable o1l and gas reserves or future development costs are dealt
with prospectively

Decomnussioning costs

Where a material hability for the removal of production facilities and site restoration at the end of the field Iife exists,
a provision for decommussioning 15 recogmsed The amount recognised is the net present value of estimated future
expenditure determined in accordance with local conditions and requirements  An asset of an amount equivalent to
the provision is also added to o1l and gas exploration assets and depreciated on a unit of production basis Changes in
estimates are recognised prospectively, with corresponding adjustments to the provision and the associated asset

Property, plant and equipment assets other than ail and gas assets

Property, plant and equipment other than ol and gas assets are stated at cost, less accumulated depreciation and any
provision for impairment Depreciation 1s provided at rates estimated to wnite off the cost, less estimated residual
value of each asset over its expected useful life as follows

Computer and office equipment — 33% straight hine
Revenue recognition

Oil and gas sales revenue 1s measured at the fair value of the consideration received or receivable and represents
amounts receivable for the Group’s share of oil and gas supplied in the pertod Revenue is recognised when the risks
and rewards of ownership are transferred to the purchaser of the oil or gas

Inventories

Inventories, including materials, equipment and inventories of gas and oil held for sale in the ordinary course of
business, are stated at weighted average historical costs, less provision for detenioration and obsolescence or, if
lower, net realisable value

Foreign currency

The Group's strategy 1s focussed on developing o1l and gas projects across Europe funded by shareholder equity and
other financial assets which are principally denorminated in Sterling  The functional currency of the Company 15
Sterling

Transactions in foreign currency are translated to the respective functional currency of the Group entity at the rates
of exchange prevailing on the dates of the transactions At each balance sheet date, monetary assets and Labuities
that are denominated in foreign currencies are retranslated to the functional currency at the rates prevailing on the
balance sheet date Exchange gains and losses on short-term foreign currency borrowings and deposits are included
with net interest payable

The assets and hiabilities of foreign operations, including fair value adjustments ansing on consolidation, are
translated to Sterling at foreign exchange rates ruling at the balance sheet date The revenues and expenses of
foreign operations are translated to Sterling at the average rate ruling during the period Foreign exchange
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differences ansing on retranslation are recogrised directly in a separate component of equity They are released into
the income statement upon disposat

On consolidation, the results of overseas operations are translated into sterling at rates approximating to those ruling
when the transactions took place All assets and hab:lities of overseas operations, including goodwill ansing on the
acquisition of those operations, are translated at the rate ruling at the reporting date  Exchange differences ansing
on translating the opening net assats at opening rate and the results of overseas operations at actual rate are
recognised in other comprehensive iIncome and accumulated in the foreign exchange reserve

On disposal of a foreign operation, the cumulative exchange differences recognised in the foreign exchange reserve
relating to that operation up to the date of disposal are transferred 1o the consclidated statement of comprehensive
income as part of the profit or loss on disposal

Exchange differences on all other transactions, except relevant foreign currency loans, are taken to operating loss
Taxation

The tax expense represents the sum of the tax currently payable and any deferred tax

The tax currently payable 15 based on the estimated taxable profit for the period Taxable profit differs from net
profit as reported in the income statement because 1t excludes items of income or expense that are taxable or
deductible tn other years and it further excludes items that are never taxable or deductible The Group's llability for
current tax Is caiculated using the expected tax rate apphcable to annual earmings

Deferred tax 1s the tax expected to be payable or recoverable on differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the corresponding tax bases used in the computation of taxable
profit It s accounted for using the balance sheet habihity method Deferred tax habilities are recogrised for all
taxable temporary differences and deferred tax assets are recognised to the extent that it 1s probable that taxable
profits will be available against which deductible temporary differences can be utiised The carrying amount of
deferred tax assets Is reviewed at each balance sheet date and reduced to the extent that it 1s no longer probable
that sufficient taxable profits will be available to allow all or part of the asset to be recovered

Equity-settled share-based payments

The cost of providing share-based payments to employees 1s charged to the income statement over the vesting
period of the related share options or share allocations The cost 1s based on the fair values of the options and shares
allocated determined using the Binomial method The value of the charge 1s adjusted to reflect expected and actual
levels of vesting  Charges are not adjusted for market related conditions which are not actveved Where equity
instruments are granted to persons other than directors or employees, the conschdated income statement 1s charged
with the fair value of any goods or services receved

Grants of options in relatton to acquiring further shares in licence areas are treated as additions to Slovenian
exploration costs at Group level and increases in Investments at Company level

Prowvisions

A provision i1s recognised in the balance sheet when the Group has a present legal or constructive obligation as a
result of a past event, and it 1s probable that an outflow of economic benefits will be required to settle the obligation
If the effect 1s material, provisions are determined by discounting the expected future cash flows at a pre-tax rate
that reflects current market assessments of the time value of money and the nisks specific to the liability

Convertible loan notes

Upon issue of a convertible loan where the convertible option 1s at a fixed rate, the net proceeds receved from the
issue of convertible loan notes are sphit between a liability element and an equity component at the date of 1ssue
The fair value of the liabilrity component is estimated using the prevailing market interest rate for simitar non-
convertible debt The difference between the proceeds of 1ssue of the convertible loan notes and the fair value
assigned to the hability component, representing the embedded option to convert the liabiity into equity of the
Group, 1s included in equity and 15 not re-measured

Subsequent to the intial requisition the liability component is measured at amortised cost using the effective interest
method

However, where, at inception, the conversion option 1s such that the option will not be settled by the Company
exchanging a fixed number of 1ts own equity instruments for a fixed amount of cash, the convertible loan does not
meet the definition of a compound financial instrument  In such cases, the convertible loan {the host contract) 1s a
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hybrid financial instrument and the option to convert 1s an embedded dervative Attached options (options entered
into In consideration for entenng into the host contract) on simitar terms are also embedded derwvatives The
embedded derivatives are separated from the host contract as their risks and charactenistics are not closely related to
those of the host contract and the host contract 1s not carrnied at fair value At each reporting date, the embedded
dervatives are measured at fair value with changes in fair value recognised in the income statement as they arise

The method used for revaluation 15 the Black Scholes method The host contract carrying value on imtial recognition
1s based on the net proceeds of 1ssuance of the convertible loan reduced by the fair value of the embedded
derivatives and 1s subsequently carned at each reporting date at amertised cost

Non-denivative financial instruments

Non-derivative financial instruments comprise of investments in equity and debt securities, trade and other
recervables, cash and cash equivalents, loans and borrowings and trade and other payables

Financial instruments
Financial assets and financial habibties are recognised on the balance sheet when the Group becomes a party to the

contractual prowisions of the instrument

Trade and other receivables are measured at imitial recognition at fair value and are subsequently measured at
amortised cost using the effective interast method A provision is established when there 1s objective evidence that
the Group will not be able to collect all amounts due The amount of any provision I1s recognised In the income
statement

Cash and cash equivalents comprise cash held by the Group and short-term bank deposits with an original matunity of
three months or less

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

Financial habilities and equity instruments issued by the Group are classified in accordance with the substance of the
contractual arrangements entered into and the definitions of a financial liatulity and an equity instrument  Equity
Instrurments 1ssued by the Company are recorded at the proceeds received, net of direct 1ssue costs

Interest bearing bank loans, overdrafts and other loans are recorded at fair value less any directly attributable costs,
with subsequent measurement at amortised cost  Finance costs are accounted for on an aceruals basis in the income
statement using the effective interest method

Equity

Equity instruments issued by the Company are recorded at the proceeds received, net of any direct 1ssue costs
Investments and loans

Shares and loans in subsichary undertakings are shown at cost Provisions are made for any permanent diminution in
value when the fair value of the assets 1s assessed as less than the carrying amount of the asset Intercompany loans
are repayable on demand but are included as non-current as the realisation is not expected in the short term

Pension costs

Contributions are made to the individual pension scheme of a director’s choice and are charged to the Income
Statement as they become payable

Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision-maker The chief operating decision maker has been identified as the the Chief Executive Officer {CEQ)
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2

Segmental Analysis

The Group has five reportable segments, as described below, which are based on the geographical areas in which the
Group's activities are carned out  Each area 15 then subdivided into a number of different sites based on the locations
of the wells The operations and day to day running of the business 1s carried out on a local level and therefore
managed separately In addition, each site has different technological requirements based on their stage of
development which are coordinated based on their geographical location Each operating segment reports to the UK
head office which evaluates the segment’s performance, decide how to allocate resources and make other operating
decisions such as the purchase of material capital assets and services Internal reports are generated and submitted
to the Group’s CEO for review on a monthly basis

The operations of the Group as a whole are the exploration for, development and production of oIl and gas reserves

The five geographic reporting segments are made up as follows

Italy - exploration and development
Hungary - production and exploration
Slovenia - exploration and development
The Netherlands - exploration and development
UK - head office

The costs of exploration and development works are carnied out under shared licences with joint ventures and
subsidiaries which are co-ordinated by the UK head office Transfer prices between segments are set on an arm'’s
length basis in a manner similar to transactions with third parties Segment revenue, segment expense and segment
results include transfers between segments Those transfers are eliminated en consolidation

Iinformation regarding the current and prior years’ results of each reportable segment is included below Initial
performance 1s measured by the results that arise from the exploration and development works carried out Once
producing, other production performance measures are based on the production revenues achieved This is reported
to the Group’s CEQ by the level of capitalised exploration costs and the results from studies carried out at the
indwidual locations of the wells  The CEO uses these measures to evaluate project viability within each operating
segment
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2 Segmental Analysis {continued)

All revenue in the year derwves fram one customer

Inter-
2012 Italy Hungary Slovenia Netherlands UK segment Total
eliminations
External Revenue £ '000s £ '000s £'000s £°000s £'000s £°000s £ ’000s
Revenue by location of asset
Hydrocarbons - 1,576 13 - - - 1,589
Stock sale 18 11 66 . - - a5
Intercompany sales 199 - - - 280 (479) -
Total revenue 217 1,587 79 - 280 (479) 1,684
QOperating costs
Other Income 41 - - - - - 41
Cost of sales (167} {1,201} - - - 151 (1,217)
Administrative expenses 1,124 2,501 (823) (38) (7,092) 1,518 (2,810)
Material non-cash items
Impairment of exploration and oil (1,836) (1,142) ) . . ) (2,978)
and gas assets
Impairment of investments - - - - {1,564) 1,564 -
Net finance costs (88) (28) (531) - {37) - (684)
Reportable segment {loss)/profit
before tax from continuing (709) 1,717 {1,275) (38) (8,413) 2,754 (5,964)
operations
Taxation {4) {56) - - - - (60)
Reportable segment (loss)/profit
after taxation (713) 1,661 {1,275) (38) (8,413) 2,754 {6,024}
Reportable segment assets
Carrying value of exploration assets - 96 33,687 204 - - 33,987
Additions to exploration assets 103 - 945 83 - - 1,131
Total plant and equipment - 176 - - 4 - 180
Total non-current assets 103 272 34,632 287 4 - 35,298
Other assets 713 513 {1,705) 887 21,654 (20,472) 1,590
Consolidated total assets 816 785 32,927 1,174 21,658 {20,472) 36,888
Reportable segmental habilities
Trade payables (556) {112) {133) - (169) - (970)
External loan balances (796) - - - {4,993) - (5.789)
Inter-group borrowings (82) (375) {16,576) (1,270) (1,434) 19,737 -
Other liabilities (28) {295) (548) () (2,782) 74 (3,581)
Consolidated total habilities {1,462) {782) {17,257) {1,272) (9,378) 19,811 {10,340}
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2 segmental Analysis {continued)

inter-
segment
2011 Italy Hungary Slovenia Netherlands UK eltminations Total
Externcl Revenue £ '000s £'000s £ '000s £'000s £'000s £ '000s £'000s
Revenue by location of asset
Hydrocarbons - 1,972 - - - - 1,972
Stock sale 133 - - - - - 133
Intercompany sales 437 - - - 278 {765) -
Total revenue 020 1,972 - - 278 (765) 2,105
Operating costs’
Cost of sales (380) (1,645) - - - 314 (1,711)
Administrative expenses (553) {254) {312) {50) (1,559) 113 (2,625)
Other income - - - - - - -
Material non-cash items.
Impairment of exploration (1,750) {1,559) ) (122) : (3,471)
assets
impatrment of investments - - - - (190) 190 -
Net finance costs (5) (62) (30} - (451) - (5a8)
Reportable segment loss
before tax from continuing {2,068) {1,588) (342) (172} (1,932) (148) (6,250}
operations
Reportable segment loss (2,068) (1,588] (342) (172) (1,932) (148)  (6,250)
before taxation ! ' ’ '
Taxation - (48) - - - - (48)
:;':‘:’:;T:::g'“e"t loss (2,068) {1,636) (342) (172)  (1,932) {148)  (6,298)
Reportable segment assets
Carrying value of exploration 1,834 504 31,374 122 X ) 33,834
assets
Additions to exploration 218 183 27.671 (18) ) 28,254
assets
Additions to decomrmssioring i i 203 i i i 203
asset
Total plant and equipment - 730 - - 4 - 734
Total non-current assets 1,834 1,234 31,374 122 4 - 34,568
Other assets 6,489 2,220 1,225 1,023 48,631 {55,153) 4,439
Consolidated total assets 8,323 3,454 32,603 1,145 48,635 {55,153} 39,007
Reportable segmental
habilities
Trade payables (564) (42) {550} - (94) - (1,250)
External loan balances (3} - - - (588) - (591)
inter-group borrowings {7,216) (5,998} (18,660} {1,199} (2,751) 35,824 -
Other liabiities {52) (244) (1,497) {1) {6,547 6,503 {1,838)
{7,835) {6,284) (20,707) {1,200) (9,980 42,327  (3,679)

Consolidated total habihities
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3 Costofsales

Year ended Year ended
31 December 2012 31 December 2011
£ '000s £ °000s
Operating costs relating directly to producing assets 433 348
Depletion, depreciation and amortisation of producing assets 579 1,233
Other directly mcurred costs 205 130
1,217 1,711
Administrative Expenses
Year ended Year ended
31 December 2012 31 December 2011
£ '000s £'000s
Employee costs {see Note 5) 1,108 1,427
Operating lease costs 17 16
Share based payment charge 71 516
Consultancy costs 645 195
Other office costs 269 471
2,810 2,625
Year ended Year ended
The following is included within Administrative Expenses: 31 December 2012 31 December 2011
£ '000s £°000s
Auditors’ remuneration
Fees payable to the Company’'s auditor for the audit of the
53 68
Company’s financial accounts
Fees payable to the Company’s auditor and its associates for
other services
Other assurance services - 3
Audit of the Company's subsidiaries pursuant to legislation 2 5
55 76
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5

Employees and Directors

(a) Employees

The average number of persons employed by the Company and Group, including Executive Directors, was

Management and technical

Wages and salaries

Social security costs

Pension costs

Share-based payments {(Note 27)
Taxable benefits

{b) Drrectors’ and key management remuneration

Fees and emoluments

Socal security costs

Pension costs

Share-based payments (Note 27)
Taxable benefits

Total key management remuneration

Year ended
31 December 2012
Number

11

£ '000s
928

35
68
14

1,108

Year ended
31 December 2012
£ '000s

532
46
35
68
14

695

Pension costs relate to payments made to a director’'s own personal pension plan

Year ended
31 December 2011
Number

11

£ '000s
776

58
493
15

1,427

Year ended
31 December 2011
£°'000s

426
34
59

476
15

1,010

Key management are those persons having authority and responsibility for planming, controlling and directing the
activities of the Group In the opinion of the Board, the Group’s key management are the Directors of Ascent

Resources plc
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(c) Directors’ remuneration

2012 |
Salary/fees Bonus Pension Taxable 2012 Total
Director Benefits

£ £ £ £ £
Executive Directors
JEng 184,870 - 35,302 14,192 234,364
S Richardson Brown 184,100 - - - 184,100
L Reece’ 73,337 - - - 73,337
Non-executive Directors
1 Kenny 30,000 - - - 30,000
C Davies 30,000 - - - 30,000
N Moore 30,000 - - - 30,000
G Cooper - - - - -
CCarver - - - - -
Total 532,307 - 35,302 14,192 581,801

2011
Salary/fees Bonus Pension Taxable 2011 Total
Director Benefits

£ £ £ £ £
1 Eng 161,626 - 58,881 15,187 235,694
S Richardson Brown 173,878 - - - 173,878
S Cunmingham - - - - - i
Non-executive Directors |
1 Kenny 30,000 - - - 30,000 |
C Dawies 30,000 - - . 30,000 '
N Moore 30,000 - - - 30,000
G Cooper - - - - -
Total 425,504 - 58,881 15,187 499,572

The highest paid Director in the year ended 31 December 2012 was Jeremy Eng earning £234,364 (2011 Jeremy Eng
earning £235,694)
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{d} Drrectors’ Incentive Share Options

2012

As at
1 January
Director 2012
N Moore 500,000
500,000
C Davies 500,000
500,000
) Kenny 500,000
500,000
L Reece’ -

S Richardson
Brown 1,000,000
1,000,000
2,500,000
2,500,000

2011

As at
1January
Director 2011
N Moore 500,000
500,000
500,000
JEng 5,000,000
5,000,000
CDavies 500,000
500,000
J Kenny 500,000
500,000

S Richardson
Brown 1,000,000
1,000,000

Notes to tables in (c) and (d) above

Granted/
(Lapsed)

Granted/
(Lapsed)

(500,000)

2,500,000
2,500,000

Exercised

As at
31 December
2011

500,000
500,000
5,000,000
5,000,000
500,000
500,000
500,000
500,000

1,000,000
1,000,000
2,500,000
2,500,000

1 —Leonard Reece appointed 17 September 2012

As at
31
December
2012

500,000
500,000
500,000
500,000
500,600

500,000

1,000,000
1,000,000
2,500,000

2,500,000

Date
Granted

- 280606
171110
171110
171110
171110
171110
171110
171110
171110

011110
011110
070911
070911
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Share
Date Price Exercise Exercise
Granted  at Grant Price Peniod
17 11 11—
171110 525p 7313p 171115
17 1111 -
171110 525p 15p 1711 15
171111~
171110 525p 7313p 17 11 1%
173111 -
171110 525p 15p 1711 15
171111 -
17 1110 5 25p 7313p 1711 15
171111 -
1711 10 S 25p 15p 1711 15
011111~
011110 4 875p 4 875p 0111 15
011112-
011110 4 875p 7313p 0111 15
300612-
0709 11 316p Sp 0709 16
3006 12 -
070911 316p 12p 07 09 16
Share Price Exercise Exercise
at Grant Price Period
9p 9 5p 2806 07-280611
525p 7 313p 171111-171115
S 25p 15p 171111-171115
525p 7 313p 171111-171115
5 25p 15p 171111-1711 15
5 25p 7 313p 171111-171115
5 25p 15p 171111-17 1115
S 25p 7 313p 171111-17 1115
525p 15p 171111-171115
4 875p 4 875p 011111-011115
4 875p 7 313p 011112-011115
316p Sp 300612-0709 16
3 i6p 12p 300612-0709 16
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6 Finance income and costs recognised in loss for the year

Finance income

tncome on bank deposits
Foreign exchange movements realised
Revaluation of derivative instrument

Finance cost
Interest payable on borrowings

Unwinding of rehabilitation provision
Foreign exchange movements realised

7 Income tax expense

Current tax expense
Deferred tax expense

Total tax expense for the year

Year ended

31 December 2012

£ '000s

35
250
33

318

(868)
(23)
(113)

{1,002)

Year ended

31 December 2012

£'000s

Year ended

31 December 2011

£'000s

60
190
32

282

(267)
{23)
(540)

(830)

Year ended

31 December 2011

£'000s

The difference between the total tax expense shown above and the amount calculated by applying the standard rate
of UK corporation tax to the loss before tax is as follows

Reconciliation of effective tax rate

Loss for the year

Income tax using the Company’'s domestic tax rate at
24 5% (2011 26 49%)

Effects of

Current tax

Current year losses for which no asset recognised
Change in unrecognised temporary differences
Effect of tax rates in foreign junsdictions

Other non-taxable tems

Other non-deductible expenses

Utihsation of losses brought forward

Other

Capital{losses)/gains

Total tax expense for the year

43

Year ended
31 December 2012
£ '000s

{6,640)

{1,626)

721
(6)
(106)
{505)
1,632
{50)

Year ended
31 December 2011
£'000s

(6,250)

(1,656)

1,137
3

136
(3,737)
4,221
{46)
{10}
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8 Loss pershare

Loss

Loss for the purposes of basic earnings per share being net
loss attributable to equity shareholders
From total operations

Loss for the purposes of diluted earnings per share being

adjusted net loss attnbutable to equity shareholders
From total operations

Number of shares

Weighted average number of ordinary shares for the purposes
of basic earnings per share

Weighted average number of ordinary sharas for the purposes
of diluted earnings per share

31 December 2012
£°000s

(6,032)

{6,032}

Number

1,025,509,722

1,025,509,722

31 December 2011
£ '000s

(6,295)

(6,295)

Number

922,336,699

922,336,699

The calculation of diluted earmings per share assumes conversion of all potentially dilutive ordinary shares Dilutive
shares arise from share options and the convertible loan notes held by the Company A calculation 1s done to
determine the number of shares that could have been acquired at fair vatue, based upon the monetary value of the
subscription rights attached to outstanding share options, warrants and convertible bonds Further details of the
dilutive effect of potentially 1ssuable shares are in Notes 5 and 27 In both 2012 and 2011 share options were not

dilutive due to the loss in the year

44




Ascent Resources plc
Annual Report and Financial Statements
For the year ended 31 December 2012

9 Property, Plant and Equipment — Group

Cost

At 1 January 2011

Additions

Effects of movements in exchange rates

At 31 December 2011

At 1 January 2012
Additions
Effects of movements in exchange rates

At 31 December 2012

Depreciation and Imparrment

At 1 January 2011

Depreciation for the year

Effects of movements in exchange rates

At 31 December 2011

At 1 January 2012

Depreciation for the year

impairment

Effects of movements in exchange rates

At 31 December 2012

Carrying amounts
At 31 December 2012

At 31 December 2011

At 1 January 2011

45

Computer and
office equipment
£ '000s

62

62

62

63

16

18

18
40

44

46

Developed oid
and gas assets
£'000s

3,588
1
{437)

3,152

3,152
681
155

3,988

1,589
1,231
(358)

2,462

2,462
538
694
118

3,812

176

690

1,999

Total
£ '000s

3,650

{437}

3,214

3,214
682
155

4,051

1,605
1,233
(358)

2,480

2,480
578
€694
118

3,870

181

734

2,045
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10 Property, Plant and Equipment — Company

Cost

At 1 January 2011
Additions in the year

At 31 December 2011

At 1January 2012
Additions in the year

At 31 December 2012
Depreciation

At 1January 2011

Depreciation for the year

At 31 December 2011

At 1Januvary 2012

Depreciation for the year

At 31 December 2012

Carrying amounts

At 31 December 2012

At 31 December 2011

At 1lJanuary 2011
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Plant and
equipment
£ '000s

12
5

17

17
1

18

10

12

12
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11 Exploration and evaluation costs — Group

Group Italy Hungary Sloverma  Netherlands Total
£'000s £ '000s £ '000s £'000s £ '000s
Cost
At 1 January 2011 12,619 6,004 4,069 359 23,051
Additions 418 183 27,671 (18) 28,254
Elminated in disposal - (337) - - (337}
Additions to decommissioning asset - - 203 - 203
f
E:(:zts of movements in exchange (287) (392) (569) (7) (1,255)
At 31 December 2011 12,750 5,458 31,374 334 49,916
At 1 January 2012 12,750 5,458 31,374 334 49,916
Additions 103 - 945 83 1,131
:Eaf:zzts of movements in exchange (328) 129 {401) (8) {608)
At 31 December 2012 12,525 5,587 31918 410 50,440
Impairment
At 1January 2011 9,368 4,055 - 92 13,515
Charge for the year 1,750 1,599 - 122 3,471
Eliminated in disposal - {337) - - (337)
E:i:;:ts of movements in exchange (202) (363) ) @) (567)
At 31 December 2011 10,916 4,954 - 212 16,082
At 1January 2012 10,916 4,954 - 212 16,082
Charge for the year 1,836 448 - - 2,284
Effects of movements in exchange (227) 93 i 5 (129)
rates
At 31 December 2012 12,525 5,495 - 217 18,237
Carrying value
At 31 December 2012 0 92 31,918 193 32,203
At 31 December 2011 1,834 504 31,374 122 33,824
At 1 January 2011 3,251 1,949 4,069 267 9,536

Neat

For the purposes of iImpairment testing the intangible o1l and gas assets are allocated to the Group’s cash-generating
units, which represent the lowest fevel within the Group at which the intangible o1l and gas assets are measured for
internal management purposes, which 15 not higher than the Group's operating segments as reported in Note 2

The amounts for intangible exploration assets represent costs incurred on active exploration projects These
amounts are written off to the income statement as an impairment expense unless commercial reserves are
established or the determination process 1s not completed and there are no indications of impairment The outcome
of ongoing exploration, and therefore whether the carrying value of intangible exploration assets will ultimately be
recovered, 15 inherently uncertain

The impairment charges :n the year n Italy of £1,836,000 and in Hungary of £448,000 are as a result of Ascent writing
down Its assets to their net realisable value foliowing the sale of the projects post year end For further details see
Note 26

Durning the prior year, Ascent entered into an agreement with EnQuest PLC (‘EnQuest’) to acquire their 48 75%
interest in the Petifove project in Slovenia  As per the terms of the agreement, Ascent 1ssued 150,903,958 new
Ordinary Shares of 0 1p each n the Company to EnQuest Additionally, at completion, Ascent granted a ril cost
option over 29,686,000 new Ordinary Shares of 0 1p each in the Company to EnQuest The cost of both the share
1ssue and the grant of the nil cost option (£14,243,000 combined) have been treated as additions to Slovenian
exploration costs in the period at Group level

The impairment charge for the prior year in Hungary of £1,599,000 relates to the plugging of the PEN-104AA well at
the Penészlek development, the wnite off of balances held in respect to the Pelsola) exploration permit and an
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internal assessment as to the estimated financing risks and therefore the associated carrying value of other
Hungarian projects

The impairment charge for the prior year for both Italy (£1,750,000) and the Netherlands (£122,000) relates to an
internal assessment of the estimated carrying value of the Company’s assets held in those countries

12 Investment in subsidianes and jointly controlled entities - Company

At 1January 2011
Additions
Impairment in year
At 31 December 2011

At 1 January 2012

Additions
Impairment in year

At 31 December 2012

Shares in subsidiary undertakings

£ '000s

1,970
14,243

(190)
16,023

16,023
64
{1,668)

14,419

The impairment during the year relates to the write down of the carrying values of Ascent italia Resources srl The
decision was taken i hght of the likely realisable value from the asset

The impairment during the prior year related to the write down of the carrying value of Ascent Production and Ascent

Dnlling

Name of company

Ascent Slovenia Limited

Ascent Resourcesd o o

Ascent Production Ltd

Ascent Drilling Ltd

Ascent Hungary Ltd
PetroHungara kft (Joint Venture)
Ascent Hungary kft

Pelsola) kft {Joint Venture)
Ascent Resources Italia srl
Ascent Netherlands B

Principal activity
Ol and Gas exploration

Ol and Gas exploration
Holding company
Holding company
Holding company

Cil and Gas exploration

il and Gas exploration

Ol and Gas exploration

il and Gas exploration

Ol and Gas exploration

Country of
incorporation

British Virgin
Islands
Slovena
England
England
Engiland
Hungary
Hungary
Hungary
Italy
Netherlands

% of share % of share
capital held  capital held
2012 2011
100% 100%
100% 100%

- 100%

- 100%
100% 100%
48 8% 48 8%

60% 80%

- 60%
100% 100%
100% 100%

The legal form of PetroHungania kft, Pelsolaj kft and Ascent Hungary kft is hrmited lability companies of what are in
substance joint venture agreements between the Group and its partners

All subsidiary companies are held directly by Ascent Resources plc
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The consohdated amounts recogrused in the Group financial statements for joint ventures are as follows

2012 2011

£000 £000
Long term assets 950 1,362
Current Assets 2,109 2,467
Long term Liabilities (112) (1086)
Current Liabilities (4,597) (4,598)
Income 1,586 1,931
Expenses (1,377) {1,972)

There are no capital commitments in refation to the joint venture (2011 None)

13 Trade and other receivables - Group

2012 2011

£ ’000s £°000s

Trade recevables 339 316
VAT recoverable 332 659
Cther receivables 212 265
Prepayments & accrued income 33 29
916 1,269

Trade and other recevables, cash and trading investments represent the maximum credit exposure to the Group and
Company

There were no trade receivables past due in either year

14 Trade and other receivables - Company

2012 2011

£ '000s £°'000s

VAT recoverable 23 13
Prepayments a3 22
56 35

a9
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15 Deferred Tax

There 15 a deferred tax charge of £2,000 s recognised in the accounts for the Group, but none for Company in the
year (2011 £10,000 for Group, Nil for Company) Details of net deferred tax assets not recognised are set out below

2012 2011

£ '000s £ '000s
Group
Total tax losses (24,120} {22,125}
Unrecorded deferred tax asset at 24% (2011 26%) 5,789 5,753
Company
Total tax losses (7,168) {(5,912)
Unrecorded deferred tax asset at 24% (2011 26%) 1,720 1,537

Deferred tax assets are not recognised In respect of unprovided deferred tax tems until it 1s prabable that future
taxable profits will be available to utilise these temporary differences
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16 Borrowings

2012 2011
Group £°'000s £°000s
Current |
Loan with financial institution 1,775 3 i
Bank Loan 307 - |
Convertible loan note 153 153 !
2,235 156
Non-current
Bank Loan 489 -
Convertible loan note 3,064 399
Derwative hability 1 36
3,554 435
Group nan-current borrowings are repayable
In the third to fifth year 3,554 435
Company
Current
Loan with financial institution 1,775 - 1
Convertible loan note 153 153 |
- - \
1,528 153
Non-current |
Convertible loan note 3,064 399
Dervative hability 1 36
3,065 435
Company non-current borrowings are repayable
in the second to third year 3,065 435

The Directors consider that the carrying amount of the bank and other loans approximates to their farr value The
weighted average interest rate of the bank loan s 9% (2011 5 2%)

Bank loan

a) On 27 luly 2012, the Group secured a one year loan facility of £2 3 million with YA Global Master SPV ttd
('Yorkwille'), an investment fund managed by Yorkville Advisors LLC Interest on the loan 1s calculated at 9% per
annum The balance of the loan was repaid in full on 16 May 2013

b) On 4 April 2012, the Group secured a 3 year loan facility of €1 Omillion with Cassa Di Risparmio de Cento Bank
interest 15 calculated by reference to the three month Eunbor rate plus a margin of 75% The loan expires on 17
July 2015

€} 1n 2012 The Group had a foan cutstanding with Cassa Di Risparmio de Cento Bank The Loan exprred on S June
2012
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Convertible loan note

Group and Company

Group and Company

2012 2011

£'000s £°000s

Fair value of consideration receved 3,000 463
Equity component - {64)
Liability component on initial recogmtion 3,000 349
Liabiiity brought forward 552 2,742
Liability on initial recognition 3,000 399
Interest expense - 111
Exchange movements (10) -
Repayment - (2,700)
Deferral of set up costs (325) -
Liability at 31 December 3,217 552

a)

b)

On 24 December 2012 the Group entered into an agreement with Henderson Global Investors Limited and
Henderson Alternative Investment Advisor Limited (together, ‘Henderson’) for the subscription by Henderson
of convertible loan notes of up to £5 5 million in principle This loan was secured to prowide funding for existing
debts and overheads going forward £3 mulhon of this loan had been drawn down on at the year end The loan
has been treated as debt as at the year-end a shareholders’ resolution had yet to be passed which would have
approved the loan, enabling 1t to become fully convertible For further details, see note 24 Contingent
Liabilities

On 21 July 2011, the Company placed convertible loan notes to settle balances with existing Italian creditors to
raise €552,525 {£463,023) with an option to 1ssue a further €70,000 of convertible loan notes in the future for
addrional services This was valued at £399,000 on 1nitial recognition and has a carrymng value of £389,000 at
the year end

The unsecured loan notes, which carry interest of 8 5% per annum, are convertible into ordinary shares of 0 1p
each in the Company ('Ordinary Shares') at a conversion price of 12 pence per Ordinary Share on or before the
31 December 2013, reflecting a premium to the closing share price on 20 July 2011 of approx 310% The lpan

notes may be repaid for their principal value plus any outstanding interest at any time by the Company

On ssue of this convertible debt, the value of the loan notes was equal to the value of the trade payables at the
date of 1ssue
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17 Provisions - Group

Decommissioning Decommussioning

£ '000s
At 1 January 2011 594
Used duning the year {296)
Provisions made during the year 203
Unwinding of discount 23
At 31 December 2011 524
At 1 January 2012 524
Used during the year (7)
Provisions made during the year -
Unwinding of discount 23
At 31 December 2012 540

The amount provided for decommissioning costs represents the Group’s share of site restoration costs for the
Penészlek field in Hungary and the Petidovcr field in Slovenia  The most recent estimate is that the year-end provision
will become payable between 2014 and 2020

18 Other non-current liabilities - Group and Company

The other non-current habiity of £2,307,000 (2011 nil) relates to the grant in 2011 of a nil cost option over
29,686,000 new Ordinary Shares of 0 1p each in the Company to EnQuest (see note 21) The options are convertible
at a price of 10p each, given the current share price the Company considers it to be likely that the option will be
settled in cash As a result this has been reclassified in the year from equity to non-current habilities This s held at a
discounted rate and repayment Is due in 2015

19 Trade and other payables - Group

Trade and other payables - Group 2012 2011
£ '000s £ '000s

Trade payables 971 1,250
Tax and social security payable 151 36
Other creditors 156 89
Accruals and deferred income 426 1,088
1,704 2,463

20 Trade and other payables — Company

2012 2011

£ '000s £ '000s

Trade payables 169 94
Tax and social security payable 23 14
Accruals and deferred income 447 62
640 170

53




Ascent Resources plc
Annual Report and Financaial Statements
For the year ended 31 December 2012

21 Called up share capital

2012 2011

£ '000s £ '000s
Authonsed
10,000,000,000 ordinary shares of 0 10p each 10,000 10,000
Allotted, called up and fully paid
1,025,509,722 (2011 1,025,509,722) ordinary shares
of 0 10p each 1,026 1,026

Reconciliation of share capital movement

2012 2011
At 1 January 1,025,509,722 519,780,299
EnQuest transaction - 150,903,958
Fund raising - 340,000,000
Settlement of invoices - 1,512,886
Conversion of options - 7,250,000
SEDA facility drawdown - 6,062,579
At 31 December 1,025,509,722  1,025,509,722

Reserve description and purpose
The following describes the nature and purpose of each reserve within owners’ equity

¢  Share capital Amount subscribed for share capital at nominal value

*  Equity reserve Amount of proceeds on issue of convertible debt relating to the equity component, ie
option to convert the debt into share capital

e Share premium Amounts subscribed for share capital in excess of nominal value less costs of sharas
associated with share 1ssues

+  Share-based payment reserve Value of share options granted and calculated with reference to a binomial
pricing model (see Note 30) When options lapse or are exercised, amounts are transferred from this
account to retained earnings

¢ Translation reserve Exchange movements anising on the retranslation of net assets of operation into the
presentation currency

e Retained earnings Cumulative net gams and losses recognised in consohdated income

Shares i1ssued during the prior year
EnQuest transaction

On 2 February 2011 the Company completed a transaction with EnQuest whereby it acquired an additional 48 75%
interest in the Petidova Project in Slovenia

As per the terms of the Agreement, Ascent issued 150,903,958 new Ordinary Shares of 0 1p each in the Company to
EnQuest which commenced trading on 11 February 2011 Additionally Ascent granted a il cost option over
29,686,000 new Ordinary Shares of 0 1p each in the Company to EnQuest, the exercise of which was subject to
certain criter:a related to the successful development of the Petidovel Project which were subsequently met

Fund raising

On 17 March 2011 the Company raised £17 million, before expenses, by way of a Firm Placing of 100,000,000 New
Ordinary Shares at a price of 5p per share and a Conditional Placing of a further 240,000,000 New Ordinary Shares at
a price of 5p per share (together the 'Placing')

As part of the transaction, the Company agreed to grant to finnCap, with effect from Admission of the Conditional
Placing Shares, as part of their fee on the Placing, a warrant to subscribe for 1,500,000 Ordinary Shares, exercisable at
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any time within 3 years from Admission at 7p per share See Note 34 for details of the share-based payment charge
related to this

Convertible Loan Note - 1

On 21 July 2011, the Company placed converttble loan notes with existing Italian creditors to raise €552,525 with an
option to 1ssue a further €70,000 of convertible loan notes in the future for addittonal services

The unsecured loan notes, which carry interest of 8 5% per annum, are convertible into ordinary shares of 0 1p each
in the Company ('Ordinary Shares') at a conversion price of 12 pence per Ordinary Share on or before 31 December
2013, reflecting a premium to the closing share pnce on 20 July 2011 of approx 310% The loan notes may be repaid
for their principal value plus any cutstanding interest at any time by the Company

Equity instruments 1ssued during the year
Convertible Loan Note - 2

On 24 December 2012 the Group entered into an agreement with Henderson Global Investors Limited and Henderson
Alternative Investment Adwvisor Limited {together, ‘Henderson’} for the subscription by Hendersan of convertible loan
notes of up to £5 5 million in principal This loan was secured to provide funding for existing debts and overheads
going forward This was valued at £2,411,000 on imtial recognition and has a carrying value of £2,411,000 at the year
end

The Convertible Loan is unsecured and the Loan Notes are convertible at any time, at the holder's option, at a
conversion price, fixed at 0 5 pence (‘the Canversion Price’} Each Convertible Loan Note of £1 15 therefore be
convertible into 200 Ordinary Shares

Settlement of invoices

On 20 january 2011, 1,512,886 ordinary shares were issued and allotted to satisfy some outstanding historic invoices,
In aggregate totalling £114,726

Conversion of options

During the prior year various, parties exercised options over a total of 7,250,000 ordinary shares of 0 1p each in the
Company at prices varying from 4 75p per share to 6 75p per share

During the pnor year, leremy Eng, Managing Director of Ascent in that year, exercised options over 1,000,000
ordinary shares of 0 1p each in the Company at a price of 5 Op per share

Other matters
The Standby Equity Distribution Agreement (‘'SEDA’) facility

On 19 November 2010 the Company entered into an agreement with YA Global Master SPV Ltd ('Yorkwille'}, an
nvestment fund managed by Yorkville Adwisors LLC The purpose of the agreement is to provide additional working
capital for the Company and the Group

Under the terms of the agreement, Ascent may draw down on funds over a penod of up to three years in exchange
for the 1ssue of new shares in the Company The shares issued by the Company will be at a 5% discount to the
prevailing market price during the ten day pricing period of a draw down The Company may also set a minimum
price for each draw down The maximum advance that may be requested 1s 200% of the average daily trading volume
of Ascent shares multiplied by the volume weighted average price of such shares for each of the ten trading days
prior to the draw down request

On 27 July 2012, this facility was updated The new £10 million SEDA facility, the use of which 1s entirely at the
discretion of the Company, maybe drawn down in exchange for the 1ssue of new shares in the Company The shares
issued by the Company will be at a 5% discount to the prevailing market price during the ten day pricing period of a
drawdown The Company may also set a minimum price for each drawdown The maximum advance that may be
requested 15 400% of the average daily trading volume {"ADTV’} of Ascent's shares multiplied by the volume weighted
average price of such shares for each of the twenty trading days prior to the drawdown request For advances of
200% to 300% of the ADTV the relevant penod is reduced to fifteen days, and for up to 200% of the ADTV it is priced
over ten days

6,062,579 shares were 1ssued in the prior year under the old facility at an average of 6 6p per share to raise £400,000
for the Company which assisted the Company's working capital needs following the drilling of its appraisal well Pg-11
in Slovenia

Operating lease arrangements

At the balance sheet date, the Group had no outstanding commitments under non-cancellable operating leasas
{2011 £mil)
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23 Exploration expenditure commitments

In order to maintain an interest in the ol and gas permits in which the Group is involved, the Group 1s committed to
meet the conditions under which the permits were granted and the obligations of any joint operating agreements
The timing and the amount of exploration expenditure comnutments and obhgations of the Group are subject to the
work programmes required as per the permit commitments This may vary significantly from the forecast
programmes based upon the results of the work performed Dnlling results in any of the projects may also cause
variations to the forecast programmes and consequent expenditure Such activity may lead to accelerated or
decreased expenditure It s the Group’s policy to seek joint operating partners at an early stage to reduce its
commitments

At 31 December 2012 the Group had exploration and expenditure commitments of £Nil {2011 - £2 S million)

24 Contingent liabilities

Henderson Loan

As detailed in Note 16, the Company secured a £5 5m convertible loan in the year with Henderson Global Investors
Limited and Henderson Alternative Investment Adwvisor Limited (together, ‘Henderson’) In order to draw down on the
full loan amount, Ascent was required to publish a circular seeking shareholder approval for (1) the 1ssue of the new
shares required on conversion of the loan notes, and (1) a whitewash resolution waiving the Takeover code
requirement for an offer to be made by Hendersan if Henderson's shareholding in the Company exceeds 30% of the
total voting nghts Shareholder approval was required as Henderson would hold approximately 1 25 billion Ordinary
Shares, representing 58% of the total voting rights of Ascent if the loan instrument were to be fully converted by
Henderson

On 30 April 2013 the resolution was successfully passed at a General Meeting of shareholders and therefore this
contingent hability was extinguished Following completion of the Open Offer, Henderson Global Investors Limited
and Henderson Alternative |nvestment Adwvisor Limited {together, ‘Henderson’} will be interested in 151,601,970
ordinary shares of 0 1 pence each (‘Ordinary Shares’), representing 13 2% of the Company's 1ssued share caprtal, and
hold approximately £4 5 million of Convertible Loan Notes, which, if fully converted, would mean Henderson would
hold approximately 51 2% of the total voting nghts of Ascent

If there had been a failure to pass the Resolutions or other matters preventing conversion of the loan notes, then the
notes would have been treated as If converted into Phantom Shares Any value attributable to those shares, having
deducted the face value of the Notes (provided the Notes are redeemed in full and 1n cash on the Redemption Date)
but otherwise by only deducting the amount of the Notes (if any)} redeemed for cash, would have been payable as a
finance fee  This Finance Fee would have been paid to the Note holders in cash on the Redemption Date or on such
earlier date on which the Notes are required to be redeemed by way of compensation for the loss of the conversion
right Therefore there existed a contingent ilabiity at 31 December 2012

25 Related party transactions

(a) Group Companies

Transactions and intercompany balances between the Company and its subsidiaries have been elminated on
consolidation Intercompany balances are unsecured, have no fixed term and are interest free A summary of
transactions in the year and the year end balances follows
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Cash  Services provided Cash  Serwvices provided
advances by Ascent advances by Ascent
Transactions In the year Resources plc Resources ple
2012 2012 2011 2011
£ '000s £'000s £ '000s £ '000s

Subsidiaries
Ascent Production Ltd - - {178) (192)
PetroHungana kit {1,753) {1,141} {1,036) 22
Ascent Italia srl (85) {105) {9,424) (902)
Ascent Drilling Ltd - - {1,085} (35)
Ascent Netherlands BV (362) {486) 2 (396)
Ascent Rescurces Slovenia 1,893 1,033 11,596 714
Ascent Hungary Limited - - - (810)
Ascent Hungary kft (8) - 8 -
Pelsola) kft - (285) - (187)
(315) (984) {117) {1,786)

{b) Group Companses

Balances at year end Cash Trading Cash Trading
advances balance advances balance
2012 2012 2011 2011
£ '000s £°000s £'000s £°000s

Subsidiaries
PetroHungana kft 368 - 2,121 1,141
Ascent Itaha srl - - 167 105
Ascent Netherlands BV (890) 1,123 (528) 637
Ascent Resources Slovenia 13,576 2,598 16,683 1,566
Ascent Hungary Ltd - - - 285
Ascent Hungary kft - - 8 -
13,054 3,722 18,451 3,734

The Directors have examined whether any of the intercompany balances should be impaired and whether they are
recoverable given the current status of the projects This has led to a complete write off of all Ascent Hungary and
Ascent Italia receivable balances in the year In the prior year, this led to a provision being made against the Italian
and Netherlands’ cash advances and the Italian and Ascent Hungary trading balances

(c) Directors

Key management are those persons having authonity and responsibility for planning, controlling and directing the activities
of the Group In the opinion of the Board, the Group’s key management are the Directors of Ascent Resources plc
Information regarding ther compensation 1s given in Note 5

2012
There were no related party transactions related to Directors other than thewr remuneration in 2012
2011

There were no related party transactions related to Directors other than ther remunerationin 2011

(d) Henderson Global investors

Henderson global tnvestors, who are a substantial shareholder in the Company, 1ssued a £5 5m convertible loan to Ascent in
the year For further detalls see Note 16
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26 Events subsequent to the reporting period

Disposal of interest in PetroHungaria kft

On 25 Apnil 2013 the Company announced that it had agreed to dispose of its 48 66% interest in PetroHungana kft, which held
its interest in the Penészlek field, to their Joint Venture Partners, DualEx Energy International, Swede Resources and Geomega
for a cash consideration of €450,000 which was received on 13 May 2013

Repayment of the Yorkwille Facility

Fallowing the successful completion of the Open Offer funding, the Company repaid the remaining balance of £786,677 due
under the Yorkville facility on 17 May 2013

27 Share-based payments

The Company has provided the Directors, certain employees and institutional investors with share options and warrants
{‘options’) Options are exercisable at a price equal to the closing market price of the Company’s shares on the date of grant,
The exercrsable pertod varies and can be up to four years after which time the option lapses

Detalls of the share options outstanding during the year are as follows

2012 2012

Number of share Woeighted average

options exercise price

Outstanding at 1 January 2012 68,453,422 5 55p
Granted during the year 3,482,578 8 36p
EnQuest Shares reallocated (29,686,000} 10.00p
Exptred during the year (1,775,000) 9 61p
Qutstanding at 31 December 2012 40,475,000 9.69p
Exercisable at 31 December 2012 40,475,000 9 €9p
2011 2011

Number of share Weighted average

options exercise price

Outstanding at 1 January 2011 30,811,157 893p
Granted during the year 46,392,265 9598p
Expired durning the year {1,500,000}) 1117p
Exercised during the year (7,250,000} 6 08p
Outstanding at 31 December 2011 68,453,422 9 89p
Exercisable at 31 December 2011 36,250,000 10 49p

No share options were 1ssued 1n the year The fair value of share options 1ssued in the prior year was 2 4p
The credit for the year was £66,855 (2011 charge £2,742,227)

Duning the prior year, the Company entered into an agreement with EnQuest to acquire their 48 75% interest in the Petidovcs
project in Slovenia  As per the terms of the Agreement, Ascent granted a rul cost option over 25,686,000 new Ordinary Shares
of 0 1p each in the Company to EnQuest and subsequently a charge The cost of the grant of the nil cost option {£2,307,000)
has been treated as additions to Slovenian exploration costs in the year at Group level
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The value of the options 1s measured by the use of a binomial pricing model The inputs 1nto the binomial model were as

follows

Share price at grant date 31p-812p
Exercise price Op-12p
volatility 100%
Expected ife 3-5years
Risk free rate 05%
Expected dwvidend yield 0%

Expected volatility was determined by calculating the histoncal votatility of the Group’s share price over the previous 3 years
The expected Iife 1s the expiry period of the options from the date of 1ssue

Options outstanding at 31 December 2012 have an exercise price in the range of 3 175p and 15p {31 December 2011 3 175p
and 15p) and a weighted average contractual bfe of 3 29 years (31 December 2011 4 29 years}

28 Financial risk management

Group and Company

The Group’s financial habilities comprise bank loans, convertible loan notes, dervative financial hability, other loans and trade
payables All habilities are measured at amortised cost with the exception of the derivative financial habality which 1s measured
at fair value through the profit and loss These are detailed in Notes 16 and 18

The Group has various financial assets, being trade recevables and cash, which anse directly from its operations All are
classified as loans and receivables These are detailed in Note 13

The main risks ansing from the Group’s financial instruments are credit risk, hquidity risk and interest risk The risk
management policies employed by the Group to manage these risks are discussed below

a) Credit nsk

Credit risk refers to the risk that a counterparty will default on 1ts contractual obligations resulting in financial loss to the
Group

The Group does not have any significant credit risk exposure  The Group’s sole customer 15 the Hunganan state ol and gas
company

The Group makes allowances for impairment of recervables where there 15 an identified event which, based on previous
experience, 1s evidence of a reduction in the recoverability of cash flows

The credit risk on hquid funds {cash) 1s considered to be imited because the counterparties are financial institutions with
high and good credst ratings assigned by international credit rating agencies in the UK

The carrying amount of financial assets recorded in the financial statements represents the fair value of the Group’s
exposure to credit nsk

At Company fevel, there is the nsk of impairment of intercompany receivables if the full amount 1s not deemed as
recoverable from the relevant subsidiary company These amounts are written down when their deemed recoverable
amount 1s deemed less than the current carrying value

b) Currency risk

The Group’s operations are predominantly in ltaly, Sloveria and Hungary Foreign exchange nisk arises from translating the
Euro earnings, assets and habilibies of the Ascent Resources Itala srl subsidiary and PetroHungana kft joint venture into
sterhing The Group manages exposures that anse from receipt of monies in a non-functional currency by matching
receipts and payments in the same currency

The Company often raises funds for future development through the 1ssue of new shares in Sterling These funds are
predominantly to pay for the Company’s exploration costs abroad in Euros  As such any Sterling balances held are at nisk
of currency fluctuations and may prove to be insufficient to meet the Company's planned Euro requirements if there s
devaluation

Foreign currency sensitivity analysis
The Group 15 mainly exposed to the currency of the European Union {Euro) and the currency of Hungary (Forint)

The Group operates internationally and 1s exposed to currency risk on sales, purchases, borrowings and cash and cash
equivalents that are denorminated in a currency other than Sterling The currencies giving rise to this are the Euro, the
United States Dollar and the Hungarian Forint

Foreign exchange nisk arises from transactions and recogmsed assets and lhabilities
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c)

The Group does not use foreign exchange contracts to hedge its currency nsk
Sensitivity analysis

The following table details the Group’s sensitivity to a 10% increase and decrease in Sterling against the stated currencies
10% 15 the sensitivity rate used when reporting foreign currency nisk internally to key management personnel and
represents the management’s assessment of the reasonably possible change in foreign exchange rates The sensitivity
analysis comprises cash and cash equivalents held at the balance sheet date A positive number below indicates an
increase in profit and other equity where Sterling weakens 10% against the relevant currency

Group Euro currency change Forint Currency change US Dollar Currency change
Yearended VYearended Yearended VYearended Yearended Yearended
31 N 31 31 31 31
December December December December December December
2012 2011 2012 2011 2012 2011
£°000s £°000s £'000s £°000s £ '000s £ '000s

Profit or loss
10% strengthening of Sterling (770} {78) {19) {59) {3} (3)
10% weakening of Sterling 1,213 as 21 72 7 6

Equity

10% strengthening of Sterling {633} {443) {150) (160} 38 39
10% weakening of Sterhng 962 541 165 196 (47) (48)
Company Euro currency change Forint Currency change US Dollar Currency change
Yearended Yearended Yearended Yearended Yearended Yearended
31 31 31 31 31 31
December December December December December December
2012 2011 2012 2011 2012 2011
£ '000s £’000s £'000s £ '000s £'000s £°000s

Prafit or loss
10% strengthening of Sterling (326} (4) - - (3} (3)
10% weakening of Sterling 725 8 - - 7 6

Equity
10% strengthening of Sterling (2,174} (2,060} - - 38 39
10% weakening of Sterling 2,657 2,517 - - (a7) (48)
Fair values

All financial assets and liabilities are shown in the balance sheet at their amortised costs, which approximates to
underlying fair value with the exception of the derivative liability which 1s shown at fair value through profit and loss
Financial instruments listed above valued at fair value are assessed as tier 2 Tter 2 means inputs other than quoted prices
included within Level 1 that are observable for the asset or liability, either directly (1 e as prices) arindirectly (1 e derved
from prices)

Interest bearing loans and borrowings

The fair value 1s estimated at the present value of future cash flows, discounted at market rates Fair value 1s not
significantly different from carrying value

Trade and other recewvables/payables

All trade and other receivables and payables have a remaining life of less than one year The ageing profile of the Group
and Company recewable and payables are shown in Notes 13, 14, 18 and 19

Interest rate nsk
The Group and Company’s exposure to interest rate risk arises from cash and cash equivalents and borrowings

At 31 December 2012 the Group and Company has GBP loans valued at £4,603,000 rates of 9% per annum and a UR loan
at sterling equivalent of £350,000 and the Group has a Euro loan at sterling equivalent of £796,000 at 8 5% per annum

At 31 December 2011 the Group and Company had Euro loans at Sterling equivalent of £553,000 at a fixed rate of 8 5%
and the Group has a Euro loan at sterling equivalent of £3,000 at vanable rate of Eunbor + 1%
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2012 2011
Weighted Average
Floating Interest Rate Amount Amount

Financial assets (sterfing equivalent) % £000 £000
Cash in Euro 010% 312 2,153
Cash in United States Dollar 000% 1 31
Cash in Sterling 005% 3,061 706
Cash in Hungarian Forints 015% 78 16

3,452 2,906

d) Liquidity risk

e)

The Group and Company manages its liquidity requirements by using both short and long-term cash flow projections,
supplemented by maintaining debt financing plans and active portfolio management Ultimate responsibility for iquidity
risk management rests with the Board of Directors, which has built an appropriate liquidity risk management framework
for the management of the Group's short, medium and long-term funding and liquidity management requirements

The Group closely monitors and manages its hquidity nsk  Cash forecasts are regularly produced and sensitivities run for
different scenarios (see Note 1)

For further details on the Group's iquidity position, please refer to the going concern paragraph in Note 1 of these
accounts

Capital management

The Directors recognise that this 1s an area in which they may need to develop specific policies should the Group become
exposed to wider financial risks as the business develops

Set in the foregoing 1s a companson of carrying amounts and fair values of the Group’s and the Company’s financial
Instruments

Group Carrying amount Fair value Carrying amount Fair value
Year ended 31 Year ended 31 Year ended 31 Year ended 31
December 2012 December 2012 December 2011 December 2011
£ '000s £ '000s £°000s £ '000s
Financial assets
Cash and cash equivalents 3,452 3,452 2,906 2,906
Trade recewables 420 420 316 316
Financial iabihties
Trade Creditors 973 973 1,250 1,250
Convertible loans at fixed rate 3,217 3,616 552 616
Company Carrying amount Fair value Carrying amount Fair value
£’000s £ '000s £ °'000s £ '000s
Financial assets
Cash and cash equivaient 3,211 3,211 2,317 2,317
Intercompany recevables 24,275 24,275 22,185 22,185
Financial habilities
Trade Creditors 169 169 94 94
Convertible loan at fixed rate 3,217 3,616 552 616

At 31 December 2012 the Group and Company has GBP loans valued at £4,603,000 rates of 9% per annurm and a EUR loan
at sterling equivalent of £390,000 and the Group has a Euro loan at sterling equivalent of £796,000 at 8 5% per annum

At 31 December 2011 the Group and Company had Euro loans at Sterling equivalent of £553,000 at a fixed rate of 8 5%
and the Group has a Euro loan at sterling equivalent of £3,000 at vanable rate of Eunbor + 1%
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