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Independent Resources plc
Chairman's statement

Year ended 30 September 2012

Our effort this year was extraordinary but it was overwheimed by events we ultimately could not control The
team performed exceptional work on Rivara going into the late spring this year We had reported major
permitting progress following the Itallan Environmental Ministry's VIA decree Although we could not
comment on the progress we were making to monetise a portion of Rivara in much the same way we had
done in 2008, this effort was progressing we!l We were all very confident that we could finally commence
building for shareholders the valuable foundations of a long-term asset that would not only immediately
benefit the project's local economy but also generations of families living in proximity to the facility through
ther township royalty receipts The Emilia earthquake however raised fears that there might possibly be a
connection between the planned storage facility and the much deeper seismic events and this led politicians
and even industnal alles to withhold thewr support The Company decided that it would have to seek an
untnased forum to judge on the ments of the regional government's withholding ts required support and this
precipitated the project into administrabive court This of course meant that the Company would need to
focus its productive energy elsewhere, at least in the short to medium term

As we progressed Rivara's permitting process during the year and had engaged with new parties interested
in participating in its development, we also began to address the Company's partner ERG's desire to
continue a process of exiing from its traditional energy businesses As part of this process our Company
reached an agreement with ERG which allowed them to withdraw from the Rivara project company and
transfer their shares back to the Company The transaction included a 1 4 million euro payment from ERG
into the project company and the eimination of ERG's shareholder loans to the project company which 1s
now a wholly-owned subsidiary This agreement has been embraced by both parties as a sensible and
beneficial solution

The Company's focus since early June has been almost exclusively on laying new foundations for growth
opportunities High-quality transformational deals are very difficult to move from identification, to vetting, to
negotiation, and eventually to completion Over the past few months we have had contacts with various
entities and in two instances discussions reached an advanced stage without success

Discussions regarding the future of our Ribolla coal bed methane gas project near Grosseto nevertheless
moved forward Although our stated aim of negotiating a farm-out during the period was not accomplished,
we were still able to creatively plan an inexpensive way to de-nsk the project to ultimately set up new
operations on the basin The local economy would benefit from the sustainable exploitation of this major
resource and we remain actively engaged in local polites and regional policy

In Tunisia we have been disappointed that the Operator's plans have not yet allowed us to appraise the
potentially very significant oil shale resource present at relatively shallow depth throughout the block Given
the size of our stake our aim s to help shape a future in which shareholders remain financially interested in
the project’s success, but are no longer exposed to the capital cost of its de-nsking

Business development continued through the penod and yielded some tangible success We now have two
new projects that we are actively managing i Italy We identfied a very large structure ofishore Adnatic
potentially suitable for low-cost carbon dioxide storage, and we applied for an exclusive CO, storage site
exploration permit under the recent Italian law which adopts the 2009 CCS European Directive Additionally,
a gas-to-power project onshore [taly, slated to have been awarded in July, should yield commercial results
and begin generating cash within a relatively short tmeframe should the remaining permitting hurdles be
overcome Formal title to these projects has not yet been obtained We prefer to wait to Wlustrate these
projects in detail untl we have received approval from the relevant government institutions [n all these
activiies, we continue to maintain a cost-conscious and value-focused approach, and are confident that we
will be In a position to announce significant developments n the first half of 2013
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Independent Resources pic
Chairman's statement (continued)

Year ended 30 September 2012

Outlook

Our Company 15 seeking to become better balanced n terms of the nsks-reward profiles and chronology of
our project pipelne, whilst seeking to maintain its geographic and core competence focus Our hqurdity
position 1s good and we have a number of interesting opportunities to consider We are disappointed that
we are as yet unable to announce the completion of such opportunities but we hope to have more to say
about this in the nearer term

Grayson Nash
Executive Chairman
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Independent Resources plc

The directors’ report

Year ended 30 September 2012

The directors submit their report and accounts for the year from 1 October 2011 to 30 September 2012 The
comparative year 1s from i October 2010 to 30 September 2011

Principal activities

Independent Resources plc is the holding company for a group of companies engaged 10 the appraisal and
development of naturai gas and ol projects The company's long-term focus 1S on natural gas infrastructure
and associated services, while it 15 currently also developing its substantial exploration and production
portfolio to the point at which monetisation or passive participation in these assets becomes commercially
attractive

Results and dividends
Turnover for the penod was €nil (2011 Enil), and the loss before tax was £1,819,235 (2011 £1,164,245)

The directors have not declared any dividend in respect of the year ended 30 September 2012 (2011 £nil)

Business review

A review of the current and future development of the group's business 1s given 1n the charrman's statement
starting on page 2

The directors consider operating 10ss currently to be the key financial performance indicator of the group
The directers measure performance against the key financial performance indicator by comparison to
budget on a requiar basis throughout the year For the financial year, the company performed within budget
The nature of the group's current activities 1s such that with no operational revenue streams, detailed
analysis of key financial performance indicators 1s not considered necessary

The key non-financial performance indicators are
+ approval of full planning applhcation for the Rivara project, and
= farm-out of Ribolla

The main business rnisks are whether

+ the group's projects remain technically feasible,

+ the necessary approvals from regulators will be obtained,

+ the projects will be commercially viable, and

» the group will be able to obtain the necessary finance to complete them

The directors mitigate the business risks as far as practcable by employing or engaging hugh cahbre,
experienced idividuals and organisations to assist with the analysis of technical data in relation to each of
the projects, restnching projects to those in proven technologies and operations, updating financial models
for changes in vaniables on a regular basis, keeping regular contact with regulators and interested parties in
the indwvidual projects, updating the market and key investors on the group's projects and financial
developments, and seeking involvement in projects by significant businesses that can offer valuable input
and finances to advance the projects as and when considered necessary and beneficial to the

shareholders
Directors

The directors who served dunng the year were as follows

G G Nash

R Bencim

T B James

A R H Thomas
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Independent Resources plc
The directors' report

Year ended 30 September 2012

The Articles of Association of the company state that at each Annual General Meeting one-third of the
directors who are subject to retirement by rotation or, if their number 15 not three, nor a multiple of three, the
number nearest to but not exceeding one-third, shall retire from office

Therefore G G Nash will retire by rotation at the seventh Annual General Meeting and, being eligible, offers
himself for re-election

The chairman G G Nash devotes the majarity of his time to the affairs of the group

Financial nsk management

The group's operations expose 1t to financial nsks that include liquidity nsk, interest rate and foreign
exchange nsk The group does not have any debt and 1s not therefore required to use denvatwve financial
instruments to manage interest rate costs nor 1s hedge accounting applied

Given the size of the group, the directors have not delegated the responsibiity of monitorning financial risk
management to a sub-committee of the board The group’s finance department implements the policies set
by the board of directors

-

Price nsk

The directors do not consider there 1s a price nsk to the business The group has no exposure to equity
securities price nisk as It holds no listed or other equity (nvestment

Credit risk

At this early stage of the group's development, in the absence of any customers, it does not have a matenal
credit risk other than in relation to the deferred subscription payments due from non-controlling interests
and other recevables (pnmarly Value Added Tax and expenditure recharged to project partners) The
group has limited the credit nsk by continuing to morutor the credit worthiness of the counterparty

Liquidity risk

The group actively manages its working finance to ensure the group has sufficient funds for operations and
planned expansion
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Independent Resources pic
The directors' report

Year ended 30 September 2012

Interest rate cash flow risk

The group does not have interest-bearing habiihes Interest-bearng assets are only cash balances that
earn interest at a floating rate

The directors do not consider there to be a matenal cash flow nsk given its current funding levels and
anhcipated expenditures

Foreign exchange risk

The group principally operates in the euro area, with some exposure 1o the US dollar It does not currently
consider the nsk of exposure to these currencies to be matenal As such the drectors do not currently

cansider 1t necessary to enter into forward exchange contracts This situation 15 monitored on a regular
basis

Directors’ insurance

The company has taken out an insurance policy to indemnify the directors and officers of the company
against habiity when acting for the company

Directors' responsibilities

Company law requires the directors to prepare financial statements for each financtal year that give a true
and fair view of the state of affairs of the company and the group and of the profit or loss for that period In
doing so the directors are required to

select sutable accounting policies and apply them consistently,
make judgments and estimates that are reasonable and prudent,
state whether applicable accounting standards have been followed, subject to any matenal
departures disclosed and explained in the financial statements, and

+ prepare the financial statements on the going concern basis unless it 1S inappropriate to presume
that the company and group will continue In business

The directors are responsible for maintaining proper accounting records that disclose with reasonable
accuracy at any time the financial position of the company and the group and to enable them to ensure that
the financial statements comply with the Companies Act 2006 They are also responsible for safeguarding

the assets of the company and the group and hence for taking reasonable steps for the prevention and
detection of fraud and other irregulanties

Statement of disclosure to auditor
Each of the persons who are directors at the time when this directors' report 1s approved has confirmed that
+ there s no relevant audit information of which the company's auditor 1s unaware, and

¢ each director has taken all steps that he ought to have taken as a director to make himself aware of
any relevant audit information and to establish that the auditor 1s aware of that information
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Independent Resources plc
The directors' report

Year ended 30 September 2012
Supplier payment policy

It 1s the group's policy to pay suppliers in accordance with the terms of business agreed with them The

number of days' purchases outstanding for the group at the end of Sepiember 2012 was 10 days (2011 14
days)

Employees

The group places considerable value on the involvement of its employees and keeps them informed on
matters affectng them as employees and on the various factors affecting the performance of the group
Applications for employment by disabled persons are always fully considered, beanng in mind the aptitudes
of the applicant concerned In the event of members of staff becoming disabled, every effort 1s made to
ensure that therr employment with the group continues and that appropriate training 1s arranged

Director’s interests i1n shares

1 October 2011 30 September 2012 Percentage

Ordinary shares Ordinary shares of Issued

of 1p each of 1p each share capital

G G Nash Note 1 6,726,538 6,726,538 14 67%
R Bencini Note 2 6,076,188 6,076,188 13 26%
T B James Note 3 166,491 501,424 1 09%
ARHThomas Note 4 100,000 100,000 022%

Note 1 6,256,188 shares held by Grayson Nash LLC, a company controlled by G G Nash and 470,350
shares held indirectly by A H Nash, wife of G G Nash

Note 2 6,076,188 shares held by GAIA srl, a company controlled by R Bencini

Note 3 263,433 shares held by Charles Stanley & Co Limited as a nominee company for the benefit of T B
James as well as 231,050 shares for J James, wife of T B James, with a further 6,941 shares
through the personal pension fund of T B James

Note 4 100,000 shares held by Giltspur Nominees Limited as a nominee company for the benefit of AR H

Thomas
Substantial shareholdings

The following interests of 3% or more In the company's share capital have been reported at 6 November
2012

Name Ordinary shares Percentage

of 1p each held
G G Nash 6,726,538 14 67%
R Bencirs 6,076,188 13 26%
Goldman Sachs Secunties (Nominees) Limited 4,966,667 10 84%
Rock Nominees Limited (Note 1) 4,155,208 907%
Nortrust Nominees Limited 3,832,050 8 36%
HSBC Global Custody Nominee (UK) Limited 3,538,700 7 72%
Pershing Nominees Limited 2,276,094 4 97%
JIM Nommnees Limited 1,717,955 374%

Note 1 From Rock Nominees Limited holdings there has been deducted 263,433 shares held on behalf of
T B James and 231,050 shares held on behalf of J James, wife of T B James
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Independent Resources plc
The directors' report

Year ended 30 September 2012
Share option scheme

The share option scheme was adopted by the company on 25 November 2005 It was established to reward
and incentivise the executive management team for delivering share price growth Accordingly the
executive share options were subject to demanding share price-related performance critena The
performance criteria were not achieved and the inihial tranche of options lapsed during the previous year
Also Iincluded in the table below are one-off options granted to A R H Thomas in recogmition of his
contribution at the time of the Company’s AIM admission A second tranche of share options was granted in
the previous year The share option scheme 1s administered by the Remuneration Committee

Directors' share options

Name of Startof Grantedin Exercised/ Market price  End of Exercise Earlest Latest
Director period thepenod Japsedin atdateof period prce date for date for
the penod exercise exercise exercise

G G Nash - discretionary
Tranche 2 945,000 - -

945,000 43p 05/01/2014 05/01/2016

R Bencini - discretionary
Tranche 2 945,000 - -

945,000 43p 05/01/2014 05/01/2016

T B James - discretionary
Tranche 2 285,000 - -

285,000 43p 05/01/2014 05/01/2016

A R H Thomas - discretionary
Tranche 1 16,667 - -

16,667 60p 25/11/2008 25/11/2015
Corporate governance
Compliance with the Corporate Governance Code

The directors recognise the value of the UK Corporate Governance Code (the "Code"), effective 1 July
2010, and whilst under AIM rules full compliance 1s not required, the directors believe that the company
applies the recommendations insofar as 1s practicable and appropriate for a public company of its size

Board of directors

The board of directors comprises three executive directors and one non-executive director who qualifies as
an independent non-executive director as defined In the Code The directors are of the opinion that the
board compnses a suitable balance and that the recommendations of the Code have been implemented to
an appropnate level The board, through the charman and executive directors in particular, mamntains
regular contact with its advisers and public relations consultants in order to ensure that the board develops
an understanding of the views of major shareholders about the company

The board meets regularly throughout the year and met six tmes dunng the year to 30 September 2012
The board 1s responsible for formulatng, reviewing and approving the company's strategy, financial
activities and operating performance Day-to-day management 1s devolved to the executive directors who
are charged with consulting the board on all significant financial and operational matters Conseqguently,
decisions are made promptly and following consultation among the directors concerned where necessary
and appropnate
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Independent Resources plc
The directors' report

Year ended 30 September 2012

All necessary information 1s supplied to the directors on a timely basis to enable them to discharge their
duties effectively, and all directors have access to independent professional advice, at the company's
expense, as and when required

The participation of both private and institutional investors at the Annual General Meeting 1s welcomed by
the board

Internal controls

The directors acknowledge therr responsibility for the company's and the group's systems of internal control,
which are designed to safeguard the assets of the group and ensure the reliabiity of financial infformation
for both internal use and external publicaton Overall control 1s ensured by a regular detalled reporting
system covering both technical progress of a project and the state of the group’s financial affairs The board
has put in place procedures for identfying, evaluating and managing any significant nsks that face the
group

Any system of internal control can provide only reasonable, and not absolute, assurance that matenal
financial irregulantres will be detected or that the nisk of failure to achieve business objectives 15 eiminated
The dwectors, having reviewed the effectiveness of the system of internal financial, operational and
campliance controls and nsk management, consider that the system of internal control operated effectively
throughout the financial year and up to the date the financial statements were signed

Committees

Each of the following committees has its own terms of reference

Audit Committee

The Audit Committee comprises A R H Thomas and G G Nash, the non-executive director and the
executive chairman respectively Its terms of reference indicate at least two regular meetings per year and
its formal meeting, to review the 2012 audt, took place on 14 November 2012 All directors received a copy

of the audit report prior to the meeting and had an opportunity to comment The meeting was attended by
the auditor

The finance director and a representative of the external auditor are normally invited to attend meetings
Other directors or staff may be invited to attend, as considered beneficial by the committee

The Audit Committee's primary responsibiiities are to review the effectiveness of the company's systems of
Internal control, to review with the external auditor the nature and scope of their audit and the results of the
audit, and to evaluate and select an externa! auditor

Remuneration Committee

The Remuneration Committee met once during the year Its members are A R H Thomas (charman) and T
B James

The company's policy 1s to remunerate senior executives farly in such a manner as to facilitate the
recrurtment, retention and motivation of staff The Remuneration Committee agrees with the board a
framework for the remuneration of the chairman, the executive directors and the senior management of the
company The principal objective of the committee 1s to ensure that members of the executive management
of the company are prowided incentives to encourage enhanced performance and are, in a far and
responsible manner, rewarded for therr individual contributions to the success of the company Non-
executive fees are considered and agreed by the board as a whole
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Independent Resources plc
The directors’ report

Year ended 30 September 2012

Going concern

After making enquines, the directors have formed a judgment at the tme of approving the financial
statements that there 1s a reasonable expectaton that the company and group as a whole have adequate
resources to continue in operational existence for the foreseeable future For this reason the directors have
adopted the going concem basis in prepanng the financial statements

Auditor

in accordance with Section 489 of the Companies Act 2006, a resolution for the reappointment of Crowe
Clark Whitehill LLP will be proposed at the next Annual General Meeting

Annual General Meeting

The seventh Annual General Meeting of the company is to be held at 11 am on 23 January 2013 at the
offices of Ashurst LLP, Broadwalk House, 5 Appold Street, London EC2A ZHA

Signed by order of the directors
/%m/

T B James
Secretary

30 November 2012
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Independent Resources plc

Independent auditor's report to the members of Independent Resources pic

Year ended 30 September 2012

We have audited the financial statements of Independent Resources Plc for the year ended 30 September
2012 which compnse the Group and Company Statements of Financial Position, the Group Statement of
Comprehensive Income, the Group and Company Cash Flow Statements, the Group Statement of Changes
in Equity and the related notes

The financial reporting framework that has been appled i thew preparaton 1s apphcable law and
International Financial Reporting Standards (IFRSs) as adopted by the European Union and, as regards the

parent company financial statements, as apphed in accordance with the prowisions 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 Companies 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 purpose 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 opimons 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 farr view Our
responsibiiity 18 to audit and express an opinion on the financial statements in accordance with applicable
law and International Standards on Audiing (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

An audit involves obtaining ewvidence about the amounts and disclosures 1n the financial statements
sufficient to give reasonable assurance that the financial statements are free from matenal misstatement,
whether caused by fraud or error This includes an assessment of whether the accounting policies are
appropriate to the company's circumstances and have been consistently applied and adequately disclosed,
the reasonableness of significant accounting estimates made by the directors, and the overall presentation
of the financial statements

In addition, we read all the financial and non-financial information in the Directors’ Report and any other
surround information to identify matenal inconsistencies with the audited financial statements If we become

aware of any apparent matenal misstatements or inconsistencies we consider the implications for our
report

Opinien on financial statements

In our opinicn

» the financial statements give a true and farr view of the state of the group’s and of the parent
company's affairs as at 30 September 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 as applied in accordance with the provisions of the Companies
Act 20086, and,

+ the financial statements have been prepared n accordance with the requirements of the
Companies Act 2006
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Independent Resources pic
Independent auditor's report to the members of Independent Resources plc

Year ended 30 September 2012

Emphasis of matter

In forming our opinion on the financial statements which 1s not qualfied, we have considered the adequacy
of the disclosures made In notes 1{m) and 14 to the financial statements concerning the process of the
appeal before the Emila Romagna Bologna Admunistrative Court in respect of the approval of the
development of the Rivara project In the event that the Group 1S not successful in ts appeal, the
expenditure capitalised in respect of this project will be subject to impairment testing No adjustment has
been made In relation to the carrying value of this capitalised expenditure

Opinion on other matter prescribed by the Companies Act 2006

In our opimon the information given in the Directors' Report for the financial year for which the financial
statements are prepared i1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Comparues Act 2006 requires
us to report to you if, in our opinion

» adequate accounting records have not been kept by the parent company, or returns adequate for our
audit have not been received from branches not visited by us, ar

¢ the parent company financial statements are not in agreement with the accounting records and
returns, or

* certain disclosures of directors' remuneration specified by law are not made, or

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

Stephen Bullock

Senior Statutory Auditor
For and on behalf of
Crowe Clark Whitehill LLP
Statutory Auditor

London

30 November 2012

Note The mantenance and integrity of the Independent Resources plc website ts the responsibility of the directors  The work carned out
by the auditor does not involve consideration of these matters and, accordingly, the auditor accepts no responsibility for any changes
that may have accurred to the financial statements since they were inihally presented an the website Legislation in the United Kingdom
governing the preparation and dissemination of financial statements may differ from legislation in other jurnsdictions
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Independent Resources plc

Consolidated statement of comprehensive income

Year ended 30 September 2012

Notes
Continuing operations

Revenue 2
Cost of sales

Gross profit

Administrative expenses

Operating loss 3
Financial income 6
Financial expense 7

Loss on ordinary activities
before taxation

Taxahon B
Loss for the year

Other comprehensive income.

Exchange difference on translating foreign operations
Income tax relating to other comprehensive income

Total comprehensive loss for the year

Loss attnbutable to

Owners of the parent

Non-controlling interests 23

Total comprehensive loss attributable to

Owners of the parent

Non-controlling interests

Loss per share {pence) 9
From continuing operations

Basic

Diluted

2012 2011

£ £
(1,387.942) {(1,174,737)
(1,387,942) (1,174,737)
5,784 35,310
(437.077) (24.818)
(1,819,235) (1,164,245)
(1,819,235) (1,164,245)
(1,074,067) 69,384
(2,893,302} (1,094,861)
(1,781,779 (1,133,327)
(37,456) (30.918)
(1,819,235) {1,164,245)
(2,752,613 (1,067,632)
{140.689) (27.229)
(2,893,302) (1,094,861)
—(3.9) — (25
(20 —— (2.5}

The notes on pages 19 to 44 form an integral part of these financial statements
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Independent Resources plc
Consolidated statement of financial position

As at 30 September 2012

Notes 2012 2011
£ £
Non-current assets
Property, plant and equipment 11 21,133 51,232
Goodwill 13 450,766 450,766
Other intangible assets 14 9,466,113 9,315.485
9,938,012 9,817,483
Current assets
Other recewvables 16 3,634,449 4 524 726
Cash and cash equivalents 17 729,786 2,501,605
4,364,235 7,026,331
Current liabilities
Trade and other payables 19  (960,671) (763,892)
(960,671) (763,892)
Net current assets 3,403,564 6,262,439
Net assets 13,341,576 16,079,922

Equity attnbutable to equity holders of the parent

Share capital 20 458,369 458,369
Share premium 21 15,287,351 15,287,351
Share option reserve 264,717 109,761
Foreign currency translation reserve (74,844) 895,990
Retained earnings (3,766,319) (1.984,540)
12,169,274 14,766,931

Non-controlling interests 23 1,172,302 1,312,991
Total equity 13,341,576 16,079,922

These financial statements were authonsed for 1ssue and approved by the board of directors on 30
November 2012

/%«/ :
TB James G G Nash
Company registration number 05483127

The notes on pages 19 to 44 form an integral part of these financial statements
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Independent Resources pic

Company statement of financial position

As at 30 September 2012

Notes

Nen-current assets
Property, plant and equipment 12
Interest in subsidiary undertakings 15
Amounts receivable from group

Undertakings 16
Current assets

Other receivables 16

Cash and cash equivalents 17

Current liabilities
Trade and other payables 19

Net current assets

Net assets

Equity
Share capital 20
Share premium 21

Share option reserve
Retained eamings

Equity shareholders’ funds

206,834
622,511

829,345

(151.438)
(151,438)

2012

£
3,773,252
7,737,258

11,510,510

677,907

12188417

458,369
15,287,351
264,717

(3.822,020)
12.186.417

2011

£

2,736,086

_8.870.777

11,606,863
63,871
1.487.744
1,561,615
(59,572)
(59.572)

1,492,043

13,008,906

458,369

15,287,351

109,761

(2.756,575)

13.098.906

These financial statements were authonsed for 1ssue and approved by the board of directors on 30

November 2012

Gl

T B James

Company registration number 05483127

The notes on pages 19 to 44 form an integral part of these financial statements
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Independent Resources plc
Statement of changes in equity

Year ended 30 September 2012

Retalned Share Share Share Forelgn Total Non-
Earnings capital premium option currency controiling
reserve tranglation interests
reserve
£ £ £ £ £ £ €
Consolidated
1 Octcber 2010 (1 241,057) 458,369 15 287,351 389,844 B30 295 15724 BO2 1,340,220
Loss for the year 01,133 327} - - - - (1133327 {30,918)
Exchange differences . - 65,695 65,695 3.689
Total comprehensive 10ss for the year {1,133,327) - - 65,695 (1,067,632) (27,229)
Share options lapsed 389,544 - - (389 844) . . N
Share-based paymerts - - 109,761 - 109,761
30 September 2011 (1984540) _ 458,369 15287351 _109761 __ 895950 14766931 1,315,991
1 October 2011 (1984 540) 458,369 15 287,351 109,761 895990 14 766,931 1,312,941
Loss for the year {1781 779) - - (1,781,778} (37,456)
Exchange differences - - (970.834) 970.834) {103,233)
Total comprehensive loss for the
Year {1,781,779) - - (970,834) (2,752 613) {140,689)
Share-based payments - 154.956 - 154,956 -
20 September 2012 (3766319) . 458,369 15287351 264717 _ (74844) 12169074 1172302
Company
1 October 2010 {3,053,490) 458,369 15 287 351 389,844 - 13082074
Loss for the year (92,929} - - - {92 929)
Share options lapsed 3689 844 - (389 844) - -
Share-based payments - - 109,761 - 109,761
30 September 2011 2756575) _458360 1577351 @ _109761 : 13098908
1 October 2011 (2 756 575} 458369 15,287,351 109 761 - 13,098,906
Loss for the year (1,065,445} - - - (1,065,445)
Share-based payments - - 154 956 - 154,956
30 September 2012 {3.822.050) _458369 1528738, _264.717 : 12,188,017

Total
equity

£
17,065,022

(1 154 245)
69,384

(1,094,861)

109761
16,079,922
16,079,922
(1,818,235)
(1.074,067}
(2,893,302}

154,956
13,341,576

Share premium reserve represents the amounts subscribed for share capital In excess of the nominal value

of the shares 1ssued, net of cost of 1ssue

Share options reserve represents the cumulative fair value of share options granted

Foreign currency translation reserve represents gains and losses ansing on the retranslation of net assets

of overseas operations

Retained earnings represent the cumulative net gains and losses recognised in the consohdated income

statement

The notes on pages 19 to 44 form an integral part of these financial statements
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Independent Resources plc
Consolidated statement of cash flows

Year ended 30 September 2012

Cash flows from operating activities

Loss before taxation
Adjustments for

Depreciation of property, plant and equipment

Prowvision for well shut down costs
Financial income
Financial expense

Decrease in other receivables

Increase in trade and other payables
Share-based payments

Exchange rate difference on investmenis
Cash used in operations

Income taxes recewved

Net cash used 1n operating activibes

Cash flows from investing activities

Interest received
Interest paid
Proceeds on disposal of property, plant and equipment

Purchase of intangible assets

Purchases of property, plant and equipment
Net cash used in investing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at 1 October 2011

Cash and cash equivalents at 30 September 2012

2012

(1,819,235)
21,385

(5,784)
437,077

(1,366,557)
470,277
196,779
154,956

_{341,796)

(886,341)

(886,341)

5,784
(17,077)
5,042
(879,227)
(885,478)
(1,771,819)
2,501,605

— 729,786

The notes on pages 19 to 44 form an mntegral part of these financial statements
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2011

(1,164,245)

29,867
(309,759)
(35,310)
24,818

(1,454 ,629)
918,055
181,334
109,761

48,729

(196,750)
88588

(108,162)

35,310
{9,818)

{1,304,848)
_ (s187)

(1,284,543)
(1,392,705)
3,894,310

2,201,605




Independent Resources pic
Company statement of cash flows

Year ended 30 September 2012

2012
£
Cash tflows from operating activities
Loss before taxation (1,065,445
Adjustments for
Financial income {140,285)
{1.205,730)
Increase in other recervables (142,963)
Increase/(decrease) in trade and other payables 91,866
Share-based payments 154,956
Cash used in operations {1,101,871)
Income taxes received — -
Net cash used in operating activities (1,101,871)
Cash flows from investing activities
Interest received 140,285
Decrease/(increase) In amounts owing by subsidiary undertakings 96,353
Net cash from/{used in) investing activibies 236,638
Net decrease in cash and cash equivalents (865,233)
Cash and cash equivalents at 1 October 2011 1,487,744
Cash and cash equivalents at 30 September 2012 __622511

The notes on pages 19 to 44 form an ntegral part of these financial statements
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2011

(92,929)

(285,134)

(378,063)
(30,527)
(1,111)
109,761
(299,940
88,588

(211,352)

285,134
1,819,924

(1,534,790)
(1,746,142)
3,233,886

1.487,744




Independent Resources plc

Notes to the financial statements

Year ended 30 September 2012

1.

Accounting policies

These financial statemerts are for Independent Resources plc (‘the company”) and subsidiary
undertakings The company Is registered, and domiciled, in England and Wales and incorporated under
the Companies Act 2006

The nature of the company’s operations and its principal activities are set out in the directors’ report on
page 5

The company's functional currency I1s the Euro, and presentational currency 1s Great Bnhish Pounds
Sterling

The principal accounting policies are summarised below

{a) Basis of preparation

The financial statements have heen prepared in accordance with International Financial Reporting
Standards as adopted by the £uropean Union These financial statements are for the year 1 October
2011 to 30 September 2012

New standards and interpretations not applied

At the date of authonsation of these financial statements, the following Standards and Interpretations
were In 1Issue but not yet effective

New/revised International Issued/revised Effective date

Financial Reporting Standards

IFRS 7 Financial instruments Dec 2011 Annual periods beginning on or
disclosures - amendments after 1 January 2013

related to the offsetting of
assets and habiities

IFRS 9 Financial instruments - Nov 2009 Annual periods beginning on or
classification and after 1 January 2015 (enginal
measurement effective date deferred from 1
January 2013)
IFRS 10 Consolidated financial May 2011 Annual periods beginning on or
statements after 1 January 2013
IFRS 11 Joint arrangements May 2011 Annual periods beginning on or
after 1 January 2013
IFRS 12 Disclosure of interests in May 2011 Annual pericds beginning on or
cther entities after 1 January 2013
IFRS 13 Fair value measurement May 2011 Annual periods beginning on or
after 1 January 2013
IAS 1 Presentation of financial June 2011 Annual periods beginming on or
statements - amendmenis {p revise after 1 July 2012

the way other comprehensive
income 1s presented

IAS 12 Income taxes - imited scope Dec 2010 Annual periods beginning on or
amendment (recovery of after 1 January 2012
underlying assets)

IAS 19 Employee benefits - June 2011 Annual penods beginring on or
amended standard resulting after 1 January 2013

from the post-employment
benefits and termination benefits project
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Independent Resources plc
Notes to the financial statements

Year ended 30 September 2012

1 Accounting policies

New/revised !nternational

Financial Reporting Standards Issued/revised Effective date
IAS 27 Conschdated and separate May 2011 Annual periods beginning on or
financial statements - reissued after 1 January 2013

as |AS 27 Separate financial
statements (as amended in 2011)

IAS 28 Investments in associates - May 2011 Annual periods beginning on or
reissued as IAS 28 Investments after 1 January 2013
In associates and joint ventures
{as amended in 2011)

IAS 32 Financral instruments Dec-11 Annual periods beginning on or
presentation - after 1.January 2014
amendments relating to the
offsetting of assets and labilives

Interpretations Effective date
IFRIC 20  Stripping costs In the production phase ¢f a surface mine - Annual penods beginming on or
issued 19 October 2011 after 1 January 2013

The directors do not anticipate that the adoption of these standards and interpretations will have a
matenal impact on the financial statements in the year of initial apphcaton The directors do not consider
apphcation of any of the amendments made to existing standards as a result of the 2011 annual
improvements project will have a material effect on the financial statements of the group

{b) Basis of consolidation

The group financial statements consolidate the financial statements of the company and its subsidianes
under the acquisitton method The financial statements of subsidianes are included in the consolidated
financial statements from the date that control commences until the date control ceases Control 15
achieved where the company has the power to govern the financial and cperating policies of an investee

entity so as to obtain benefits from ts activitles Acquisitions are accounted for under the acquisition
method

{c) Going concern

The financial information has been prepared assuming the group will continue as a going concern
Under the going concern assumption, an entity 1s ordinanly viewed as continuing in business for the
foreseeable future with neither the intention nor the necessity of hquidahon, ceasing trading or seeking
protection from creditors pursuant to laws or regutations In assessing whether the going concern
assumption 15 appropnate, management has considered the group's existing working capital position
and, if required, s ability to raise potential financing Management are of the opinion that the group has
adequate resources to undertake its planned program of actwvities for the 12 months from the date of
approval of the financial statements
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Independent Resources plc
Notes to the financial statements

Year ended 30 September 2012
1. Accounting policies

(d) Goodwill

Goodwill ansing on consolidation represents the excess of the cost of acqusition over the group’s
interest In the fair value of the identifiable assets and habiliies of its subsidiaries and jointly controlled
entities at the dates of acquisition The cost of acquisition will include any contingent habilities in relation
to the purchase cost Any such contingent iability will have been measured at far value

Goodwill 1s recognised as an asset and reviewed for imparment at least annually

(e) Property, plant and equipment

Property, plant and equipment Is stated at cost, or deemed cost less accumulated depreciabon, and any
recognised impairment loss Land is stated at cost and 1s not depreciated

Depreciation s charged so as to write off the cost or valuation of assets less any residual value over
their estimated usefu! lives, using the straight ine method, on the following bases

Fixtures & fituings 12% to 33 3% straight line
Motor vehicles 25% straight line

{) Other intangibie assets - exploration licence costs

Exploration and evaluation expenditure compnses costs which are directly attnbutable to researching
and analysing exploration data It also includes the costs incurred in acquinng mineral nghts, the entry
premiums paid to gain access to areas of interest and amounts payable to third parties to acquire
interests In existing projects When 1t has been established that a mineral deposit has development
potential, all costs (direct and applicable overhead) incurred in connection with the exploration and
development of the mineral deposits are capitalised untl either production commences or the project 1s
not considered economically viable In the event of production commencing, the capitalised costs are
amortised, through administrative expenses, over the expected Ife of the mineral reserves on a unit of
production basis Other pre-trading expenses are wntten off as incurred Where a project 1s abandoned
or 1s constdered to be of no further interest, the related costs are written off

{g) Imparrment of tangible and intangible assets excluding goodwill
At each balance sheet date, the group reviews the carrying amounts of its tangible and intangible assets
to determine whether there 1s any indication that those assets have suffered an impairment loss

If any such indication exists, the recoverable amount of the asset 1s estmated in order to determine the
extent of the impairment loss (if any) Where 1t 1S not possible to estimate the recoverable amount of an
individual asset, the group estimates the recoverable amount of the cash-generating unit to which the
asset belongs

The recoverable amount 1s the higher of fair value less costs to sell and value in use In assessing value
In use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects the current market assessments of the time value of money and the risks specific 1o the
asset If the recoverable amount of an asset (or cash-generating urut) 1s estimated to be less than its
carrying amount, the carrying amount of the asset (cash-generating unit) 1s reduced to 1ts recoverable
amount An impawrment loss 1s recognised immediately in profit or loss, unless the relevant asset 1s
carned at a re-valued amount, in which case the impairment 10ss I1s treated as a revaluation decrease

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating
urit) 1s increased to the revised estimate of its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have been determuned had no imparment loss
been recogmsed for the asset (cash-generating unit) in prior years A reversal of an impairment loss 1s
recognised immediately in profit or loss, unless the relevant asset 1s carned at a re-valued amount, in
which case the reversal of the impairment loss 1s treated as a revaluation increase
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Independent Resources plc
Notes to the financial statements

Year ended 30 September 2012
1. Accounting policies
(h) Taxation

Current taxation

Current tax assets and hathiies for the current and prior penods are measured at the amount expected
to be recovered from or paid to the tax authonties The tax rates and the tax laws used to compute the
amount are those that are enacted, or substantively enacted, by the balance sheet date

Deferred taxation

Deferred tax 1s provided in full using the balance shaet hability method for all taxable temporary tirming
differences ansing between the tax bases of assets and habilites and their carrying values for financial
reporting purposes Deferred tax 1s measured using currently enacted or substanttally enacted tax rates

Deferred tax assets are recognised to the extent the temporary difference will reverse in the foreseeable
future and it 1s probable that future taxable profit will be available agaunst which the asset can be utilised

Deferred tax 15 recognised for all deductible temporary differences ansing from investments n
subsidianes, branches and associates, and interests in joint ventures, to the extent 1t 1s probable that the
temporary difference will reverse

(i) Conversion of foreign currency

In consolidating subsidiary undertakings foreign currency transactions are translated at the average
exchange rates over the year Liabilities are translated at the rates prevailling at the balance sheet date
Assets are translated at the rates ruling at the balance sheet date

The group has significant transactions and balances denominated in euros The year end exchange rate

to sterhing was 1 257 (2011 1 157) and the average exchange rate during the year was 1 216 (2011
1 149)

In the company financial statements the income and expenses of foreign operations are translated at the
exchange rates ruling at the dates of the transactions Exchange differences ansing on translation are
recognised directly in equity until the disposal of the investments in the foreign operation The assets
and habilities of foreign operations, both menetary and non-monetary, are translated at exchange rates
ruling at the balance sheet date. The reporting currency of the company and group Is sterling
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Independent Resources plc
Notes to the financial statements

Year ended 30 September 2012

1. Accounting policies

1) Share-based payments

The farr value of equity instruments granted to employees 1s charged to the income statement, with a
corresponding increase In equity The fair value of share options 1S measured at grant date, using the
binomiatl option prncing model, and spread over the period dunng which the employee becomes
uncondittonally entitled to the award The charge 1s adjusted to reflect the number of shares or options
that vest, except where forfeiture 1s due to market-based critena

(k) Financial instruments
Financial assets and financial liabilites are recognised on the group’s balance sheet when the group
becomes a party to the contractual provisions of the instrument

Trade and other receivables

Trade and other receivables are initially measured at fair value and are subsequently reassessed at
the end of each accounting penod

Cash and cash equivalents
Cash and cash equivalents compnse cash on hand and demand deposits, and other short-term

highly tguid Investments that are readily convertible to a known amount of cash and are subject to an
insignificant nsk of changes in value

Financial habilities and equity

Financial habiihes and equity instruments 1ssued by the group are classified according to the
substance of the contractual arrangements entered into and the defimtions of a financial hability and
an equity instrument An equity instrument 1s any contract that evidences a residual interest In the
assets of the group after deducting all of its labiites The accounting policies adopted for specific
financial habilties and equity instruments are set out below

Trade payables

Trade payables are wtially measured at farr value and are subsequently measured at amortised
cost, using the effective interest rate method

Equity instruments

Equity instruments 1ssued by the company are recorded at the proceeds received, net of direct 1ssue
costs Shares issued are held at ther fair value
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Independent Resources plc
Notes to the financial statements

Year ended 30 September 2012

1. Accounting policies

(I} Accounting estimates and judgements

The preparation of financial statements 1in conforming with adopted IFRSs requires management to
make Jjudgments, estimates and assumptions that affect the application of policies and reported amounts
of assets, labilites, income and expenses The estimates and assumptions are based on histarical
experience and other factors considered reasonable at the time, but actual results may differ from those
estimates Rewvisions 1o these estimates are made in the penod in which they are recognised

(m) Use of estimates

The assumptions concerning the future, and other key sources of estimation at the balance sheet date,
that have a significant nsk of causing a matenal adjustment to the carrying amounts of assets and
habilities within the next financia! year are discussed below

Impairment of intangibles and goodwill

Determining whether the group's projects remain technically feasible, the necessary approvals from
regulators will be obtained, that they will be commercially wiable and that the group will be able to obtain
the necessary finance to complete them

At the balance sheet date the Group held an 85% interest in ERG Rivara Storage Srl Intangible assets
include an amount of £5,236,000 with respect to project expenditure The regional council, Regione
Emilia Romagna, where the project Is located i1s currently denying authorsation for project development
However authorisation has been granted by the national government As a result ERG Rivara Storage
Srl has appealed against this decision to the Emilia Romagna Bologna Admimistrative Court

The directors have obtained third party lega! opinions regarding the appeal and believe the group will be
successful in its appeal and develop this storage facility for commercial use As such, the intangible
assets capitalised in respect of this asset continue to be recognised in full and the directors do not
believe that any impairment of these costs has arnsen

Deferred consideration

The recoverability and fair value of the deferred consideration i1s determined by the group Management
monitors the circumstances relating to the draw down of deferred subscriphion payments due from the
minonty interest, together with the recoverability of the amounts due and therr fair value Any indication
of non-recoverability and change in fair value 1s adjusted for accordingly
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Independent Resources plc
Notes to the financial statements

Year ended 30 September 2012
1 Accounting policies

{n) Provisions

Provisions are recogrised when the group has a present obligation (legal or constructive) as a result of
a past event and it 15 probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the obligation
Where the group expects some or all of a provision to be reimbursed, the reimbursement I1s recognised
as a separate asset but only when the resmbursement 15 wvirtually certain  The expense relating to any
provision s presented in the income statement net of any reimbursement If the effect of the time value
of money 15 matenal, prowisions are discounted using a current pre-tax rate that reflects, where
appropriate, the risks specrfic to the liability Where discounting 1s used, the increase 1n the proviston
due to the passage of time is recognised as a finance expense

(o) Commitments and contingencies

Commitments and contingent habilities are disclosed n the financial statements They are disclosed
unless the possibility of an outflow of resources embodying economic benefits ts remote A contingent
asset 1s not recognised In the financial statements but disclosed when an inflow of economic benefits 1s
probable

(p) Events after the balance sheet date

Post year-end events that provide additional information about a company's position at the balance
sheet date and are adjusting events are reflected in the financial statements Post year-end events that
are not adjusting events are disclosed in the notes when matenal

2 Business segments

The group has adopted IFRS 8 Operating segments Per (FRS 8, operating segments are based on
internal reports about components of the group, which are regularly reviewed and used by the Board of
Directors being the Chief Operating Decision Maker (*CODM®) for strategic decision making and
resource allocation, in order to allocate rescurces to the segment and to assess its performance The
group’s reportable operating segments are as follows

Parent company

Rivara

Ribolla Basin CBM & Shale Gas Assetls
Ksar Hadada

oo om

The CODM monitors the operating results of each segment for the purpose of performance
assessments and making decisions on resource allocation Performance 1s based on assessing
progress made on projects and the management of resources used Segment assets and liabihtes are
presented inclusive of inter-segment balances

The group did not generate any revenue duning the year to 30 September 2012 nor in the year to 30
September 2011

Information regarding each of the operations of each reportable segments is included in the following
table
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Independent Resources plc
Notes to the financial statements

Year ended 30 September 2012

2 Business segments

Parent
Company CBM & Shale
Gas Assets
£ £ £
2012
Interest revenue 140,285 2,147 6
Interest expense - (510,055) {63,676)
Depreciation - 1,344 20,041
Imparrment of
intangtble assets - - -
Income tax - - -
Loss for the year
before taxation (1,065,445) (758,419) (567,201)
Assets 12,339,855 11,375,970 4,128,810
Liabilities _{151,438) (5,504,817)  {4,001,708)
2011
Interest revenue 285,134 46,450 11
Interest expense - (173,905) {147,198)
Depreciation - 4120 25,747
Impairment of
intangible assets - - -
Income tax - - -
Loss for the
year before taxation {92,929) (325,835) (612,519)
Assets 13,158,478 12,620,924 4,741,670
Liabiltties __(50,572) (5,543.380) (5.044,622)

The geographical sphit of non-current assets arises as follows

2012

Intangible assets
Goodwill

Property, plant and equipment

2011

Intangible assets
Goodwiil

Property, plant and equipment
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Rivara Ribolla Basin Ksar Hadada Consolidation

£ £

- (136,654)

- 136,654

(20,084) 591,914

217,340 (13,759,728)

(542,451) _9,3209.743

- (296,285)

- 296,285

(93,594) {39,368)

156,989 (13,834,247)

(462,016) 10,345,707

United Overseas
Kingdom

£ £

- 9,466,113

- 450,766

- ——21,133

- 9,315,485

- 450,766

- 51,232

Total

5,784
(437,077)
21,385

{1.819,235)

14,302,247

~(960.671)

35,310
(24,818)
29,867

{1,164,245)

16,843,814
—{763,892)

Total

9,466,113
450,766
—21.133

9,315,485
450,766

21,232




Independent Resources plc
Notes to the financial statements

Year ended 30 September 2012

3. Expenses and auditor's remuneration
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2012 2011
£ £
The operating loss Is stated after charging the following amounts
Depreciation of property, plant and equipment
- owned 21,385 29,867
Parent company's auditor's remuneration
- audit of parent company and group accounts 34,467 35,408
Non-assoclated audror's remuneration of subsidianes
- audit of subsidianes 56,658 38,722
Rent of land and buildings 98,648 141,931
Share options 154,956 109,761
Net foreign exchange losses 40,445 34,682
4, Aggregated directors' remuneration
The total amounts for directors’ remuneration were as follows
2012 2011
£ £
Emoluments detailed below paid under service agreements 29,346 104,526
Payments made to third parties in respect of services provided
by directors 382,199 457,209
Total 411,645 561,735
Directors' emoluments
Directors' remuneration for the year was
Short-term Post- Total
Employee employment
benefits benefits
£ £ £
2012
G G Nash 165,505 - 165,505
R Bencini 176,141 - 176,141
T 8 James 42,676 2,223 44,899
A R H Thomas 25,000 - 25,000
Aggregate emoluments 409,322 _2223 411,545
2011
G G Nash 208,832 - 208,832
R Bencini 208,697 - 208,697
T B James 91,243 27,963 119,206
A R H Thomas 25,000 - 25,000
Aggregate emoluments 533,772 27,963 561,735




independent Resources plc
Notes to the financial statements

Year ended 30 September 2012
4 Aggregated directors' remuneration
2012 2011
The directors' remuneration detalled above include amounts
paud in respect of the highest paid director
Emoluments and payments made to third
parties \n respect of services provided by director 176,141 208,832

Contributions to money purchase pension scheme - - —_

The group reimburses the directors for expenses incurred by them or their service companies In the
performance of their duties for the group

Two executive directors are based in Italy and therr consultancy agreements were paid in euros and
converted to sterling at the average exchange rate of 1 216 (2011 1 149)

Pension arrangements

The company has made contributions of £2,223 (2011 £27,963} to the personal pension scheme of T B
James

Consultancy agreements
The following consultancy agreements have been entered into

Individual providing  Parties to consultancy agreement

service

G G Nash Independent Gas Management srl and Independent Energy Solutions srl
{lointly) and Seaspray 2 stl - 1 QOctober 2010 to 30 June 2011 at €18,750 per
month, ongoing from 1 July 2011 at €20,833 per month

R Bencini Independent Gas Management sri, Independent Energy Solutions srl and
Independent Resources (Ksar Hadada) Ltd (jointly) and GAIA srl - 1 October
2010 to 30 June 2011 at €18,208 per month, ongoing from 1 July 2011 at
€19,167 per month

T B James Independent Resources plc and Tninacria Energy Services - ongoing from

1 December 11 on an ad hoc basis
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Independent Resources plc
Notes to the financial statements

Year ended 30 September 2012

5. Staff costs and numbers

The average number of persons employed by the group during the year including executive directors 1s

analysed below

2012
Administration 8

Group employment costs - ait employees including executive directors
2012
£
Wages and salaries 247,919
Severence pay 105,177
Social security costs 89,733
Pension contnbutions 2,223
Share-based payments - equity settled 154,956
£00,008

6. Financial iIncome
2012
£
Interest receivable 5,784
5784
7. Financial expense
2012
£
Financial expense on unwinding of ERG Rivara Storage srl

shareholder consideration 420,000
Interest payable 17,077
437,077

2011

—10

2011
£

450,773
113,579

27,963
109,761

2011
£

15,000
_ 9818

24,818

Net financial expense includes £420,000 relating to the decrease in the net present value of recevables
whtch are measured at amortised cost due to the unwinding of the effective interest implicit in the
discounting calculations The charge for the period, rather than the more normal credit, anses from the

expected deferral of the Rivara appraisal programme:

8 Taxation

2012

Tax on profit on ordinary activities

Taxation charged based on profits for the year
UK corporation tax based on the results for the year -

Total tax expense in income statement =
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Independent Resources pic
Notes to the financial statements

Year ended 30 September 2012

8. Taxation

Reconcihation of the tax expense

The tax assessed for the year s different from the standard rate of corporation tax in the UK (25%) The
differences are explained below

2012 2011
£ £
Loss on ordinary activities before taxation (1,819,235} {1,164,245)
Loss on ordinary actvities multiplied by standard rate
of corporation tax in the UK of 25% (2011 27%) (454,808) (314,346)
Effects of
Expenses disallowed for tax purposes 38,739 29,679
Untaxed expense/(income) on deemed disposal of interest in subsidiary - 4,050
Deferred tax not provided - tax losses carned forward 416,069 280.617

Total current tax _— I

The group has tax losses avallable to be carned forward in certain subsidianes and the parent With
anticipated substantial lead times for the group's projects, and the possibility that these may therefore
expire betore therr use, it 1s not considered appropnate to anticipaie an asset value for them

9 Loss per share

The calculation of basic and diluted loss per share at 30 September 2012 was based on the loss
attnibutable to ordinary sharehclders of £1,781,779 The weighted average number of ordinary shares

outstanding during the year ending 30 September 2012 and the effect of the potentally dilutive ordinary
shares to be 1ssued are shown below

Contingently 1ssuable shares such as included within the share option scheme have not been treated as
dilutive as the market conditions have not been met at 30 September 2012

2012 2011
£ £
Net loss for the year (1,781,779) (1,133,327)
Basic weighted average ordinary shares
in 1ssue during the year 45,836,867 45,836,867
Diluted weighted average ordinary shares
i 1ssue during the year 45,836,867 45,836 867

10 Loss of the parent company

A loss of £1,065,445 has been dealt with in the financial statements of the parent company The parent
company 1s not required to produce s own profit and loss account (or IFRS equivalent) because of the
exemption provision In Section 408 of the Companies Act 2006
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Independent Resources plc
Notes to the financial statements

Year ended 30 September 2012

11. Propenrty, plant and equipment (group)

2012
Cost

1 October 2011
Exchange differences
Additions

Disposals

30 September 2012
Depreciation

1 October 2011
Exchange differences

Charge for the year
Disposals

30 September 2012
Carrying amount

30 September 2012
30 September 2011
2011

Cost

1 October 2010
Exchange differences

Additions
Dispesals

30 September 2011
Depreciation

1 October 2010
Exchange differences

Charge for the year
Depreciation on disposals

30 September 2011
Carrying amount
30 September 2011

30 September 2010
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Fixtures
& fittings
£

175,653
(11,443)

164,210

129,463
(7.771)
21,385

143,077

170,107
359
5,187

175,653

101,431
181
27.851

129,463

Motor Total
vehicles

£ £

8,067 183,720

- (11,443)

_(8,067) _[8,067)

- - 164.210

3,025 132,488

- (7.771)

- 21,385

{3,025) {3.025)

- 143,077

I 21133

5,042 51,232

8,046 178,153

21 380

5,187

8.067 183.720

1,006 102,437

3 184

2,016 29,867

3.025 132,488

£,040 15,716
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12 Property, plant and equipment (parent company)

2012

Cost

1 October 2011 and 30 September 2012
Depreciation

1 October 2011 and 30 September 2012
Carrying amount

30 September 2012

30 September 2011

2011

Cost

1 Octeber 2010 and 30 September 2011
Depreciation

1 October 2010 and 30 September 2011
Carrying amount

30 September 2011

30 September 2010
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Year ended 30 September 2012
13. Goodwill (group)

Goodwill
£
2012
Cost
1 October 2011 and 30 September 2012 450,766
Carrying amount
30 September 2012 450,766
30 September 2011 450,766
2011
Cost
1 October 2010 and 30 September 2011 450,766
Carrying amount
30 September 2011 450,766
30 Septernber 2010 450,766

The goodwill anses as a result of the acquisition of Independent Energy Solutions srl which contains the
Ribolla project

A review of the latest management information and projections shows a net present value signficantly in
excess of assets and habilities relating to this project The main assumptions indicate that no significant
change has ansen on these calculations which would maternally impact on the group

The continuing analysis and testing of technical data continues to indicate that the project 1s feasible

The group continues to work towards abtaining all the necessary approvals from regulatory authorities

For the purpose of goodwill iImparrment testing, recoverable amounts have been determined based upon
the value In use of the Ribolla project
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13. Goodwil! (group)

Value in use

Cash flows are projected for the perods up to the date that the project 15 expected to become
commercially operational and from then untl cperations are expected to cease, based upon
management's expectations These dates depend on a number of vanables, including the project's

techmical feasibiity, regulatory approval, forecast revenue prces and the associate development and
operational costs

The project 1s expected to generate revenue after five to nine years and to continue doing so for a
further 35 years The directors consider that projections calculated for a perod greater than five years
are Justified as the project 1s still in a development stage The directors have used a constant rate of
growth of 2 5% (2011 2 5%) to extrapolate the cash flow projections beyond the penod in which the
projects will commence to generate revenue This growth rate 1s considered to cover increases resulting
from inflation and regulatory changes The discount rate used s 10 0% (2011 10 0%)

Key assumptions used in value in use calculations

The key assumptions used In the value In use calculations for the goodw:ll asset are the anticipated
quantity of resource available for extraction, costs of plant and infrastructure, expected revenue prices,

expected operational costs, appropnate discount rates and foreign exchange rates For further details
please see note 14

Management's assessment of the technical viability of the project 1S supported by the evaluatton work
undertaken by appropriately qualified persons

Management have assessed the project's individual net present value and thereby impairment on a
variety of bases and assumptions using, where appropriate, a number of discount rates The impairment
tests are particularly sensitive to changes in the key assumptions and changes to these assumptions

could result in impairment, however, all of the varying bases indicaie a net present vaiue significantly in
excess of the value of goodwill

Forelgn exchange rates have been based on external market forecasts, after considering long-term
market expectations and the countnes in which the group operates
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14 QOther intangible assets (group)

Development and exploration

2012

Cost

1 October 2011
Exchange differences
Additions

30 September 2012

Amortisation
1 October 2011 and 30 September 2012

Carrying amount
30 September 2012

30 September 2011
2011

Cost

1 October 2010
Exchange differences
Additions

30 September 2011

Amortisation
1 October 2010 and 30 September 2011

Carrying amount
30 September 2011

30 September 2010

Rivaragas Ribolla Basin Ksar Hadada Total
storage CBM & Shale exploration
facility Gas assets acreage
£ £ £ £
4,892,610 4,265,886 1,237,818 10,396,314
(389,229) (339,370) - (728,599)
732,619 86.717 59.891 879,227
5,236,000 4.013.233 1,297,709 10,546,942
- - 1,080,829 1,080,829
5,236,000 4013233  _216.880 9466113
4,892,610 4,265,866 156,989 9,315,485
4,025,204 3,864,974 1,180,829 8,071,007
10,437 10,022 - 20,459
856,969 390,890 56,989 1,304,848
4,892,610 4,265,886 1.237.818 10396314
- - 1.080.829 1,080,829
4,892,610 4,265886  _156,989 9,315,485
4,025,204 3,864,974  _100000 7.990,178

The primary intangible assets are all internally generated

For the purpose of impairment testing of intangible assets, recoverable amounts have been determined
based upon the value in use of the group’s three projects

Ksar Hadada exploration acreage - impairment charge

The results for the 2010 dnlling campaign, which was completed shortly after the start of the
comparative year, were unsuccessful, although a significant amount of new and valuable data was
produced and analysed The vast majonty of the company's expenditures to 30 September 2010 was
therefore wnitten off as an iImpairment charge in the statements of that year
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14 Other intangible assets {group)

Rivara gas storage facility and Ribolla Basin CBM & Shale Gas assets

Despite the expected delay, a review of the latest management information and projections shows a net
present value significantly in excess of assets and liabilities relating to the projects The man
assumphions indicate that no significant change has ansen on these calculations which would materally
wnpact on the group

The continuing analysis and testing of technicat data continues to indrcate that the projects are feasible

The group continues to work towards obtaining all the necessary approvals from regulatory authorities
The group anticipates bemg able to raise the necessary finance to continue to develop the projects

Potential impairment of the Rivara project

At the balance sheet date the Group held an 85% interest in ERG Rivara Storage Srl Intangible assets
include an amount of £5,236,000 with respect to project expenditure The regional councll, Regione
Emiia Romagna, where the project I1s located, 1s currently denying authonsation for project
development However authonsation has been granted by the natonal government As a result ERG
Rivara Storage Srl has appealed aganst this decision to the Emiia Romagna Bologna Admenistrative
Court

In the event that ERG Rivara Storage's appeal was to be unsuccessful, the capitalised expenditure will
be subject to iImpairment testing

Value in use

Value in use has been calculated separately for the group’s Rivara gas storage facility and Ribolla Basin
CBM & Shale Gas assets Cash flows are projected for the periods up to the date that the projects are
expected to become commercially operatonal and from then until operations are expected to cease,
based upon management's expectations These dates depend on a number of vanables, including the
project's technical feasibility, regulatory approval, forecast revenue pnces and the associated
development and operational costs

The projects are expected to generate revenue after five to nine years and to continue doing so for a
further 35 years The directors consider that projections calculated for a penod greater than five years
are jusbfied as the projects are still in a development stage

Key assumptions used in value in use caiculations

The key assumptions used in the value in use calculations for the intangible assets are the expected
storage and useable capacity of the Rivara project, the anticipated quantity of resource available for
extraction for the Ribofla Basin project, costs of plant and infrastructure, expected revenue prices

(specifically gas prices), expected operational costs, appropriate discount rates and foreign exchange
rates

Management's assessment of the technical viability of the projects 1s supported by the evaluation work
undertaken by appropnately qualified persons

Management has assessed the projects' individual net present values and thereby impairment on a
variety of bases and assumptons using, where apprapnate, a number of discount rates The impairment
tests are particularly sensitive to changes in the key assumptions and changes to these assumptions
could result in impairment, however, all of the varying bases indicate a net present value significantly in
excess of the value of the Intangible assets

Foreign exchange rates have been based on external market forecasts, after considering long-term
market expectations and the countnes in which the group operates
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The key assumptions used in the value in use calculations are as follows

Assumption Sensitivity
factor *
Rivara gas storage facility

Growth rate 20% +55%
Discount rate 6 3% +35%
Capital expenditure - -

Ribolla Basin CBM & Shale Gas assets
Growth rate 25% +115%
Discount rate 10 0% -25%
Gas price €0 26 per cubic metre +36%

Capital expenditure - -
The growth rates are considered to cover increases resulting from inflation and regulatory changes

The discount rate for the Rivara project reflects expected return levels and has been agreed with the
project pariner

* The sensitivity factor 1s the percentage change in each speciiic assumption which would, on its own,
result in the net present value equal to the carrying vaiue of the intangible asset in the accounts

15. Shares in subsichary undertalings

2012
£

Cost
1 October 2011 2,736,086
Additions 1n year 1,037,166
30 September 2012 3,773,252

At 31 March 2012 the parent company capitalised, as required by ltalian law, £1,037,165 of its
Intercompany loans to its subsidianes The parent company also formed a new 100% subsidiary during
the year with 1 ordinary share £1 share issued dunng the year
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15 Shares in subsidiary undertakings {continued)

Details of the subsidiaries, all of which have a 30 September year end, are as follows

Class % Country of
Subsidiary of share owned registration
Independent Energy Solutions srl Ordinary 100% ltaly
Independent Gas Management sri Ordinary 100% ltaly
Independent Resources (Ksar Hadada) England&
Limited Ordinary 100% Wales
ERG Rivara Storage srl {see below) Ordinary 85% Italy
Independent Resources (Romaria) Ordinary  100%  England &
Limited Wales

Nature of business
Appraisal of coal bed
methane opportunities
Management of appraisal
of underground gas storage

facilities

Appraisal of ol and gas
exploration permit

Appraisat of underground
gas storage facilities

Dormant

The group's interest in ERG Rivara Storage srl 1s entirely through the shareholding of Independent Gas

Management srl

16. Other receivables

Group
£
Non-current
Amounts owing by subsidiary undertakings -
Amounts provided against -
Current
Deferred subscription payments
due from non-controlling interest 2,781,677
Other recewvables 804,979
Prepayments 47,793
3,634,449

2012
Company
£

8,923,961
(1.186.703)

7,737,258

204,025

2,809

206,834

2011

Group Company

g £

- 10,057,480

- (1.186.703)

- 8,870,777
3,715,513 -
729,517 61,196
79,696 2,675

4.524,726 _63.871

Other receivables in the group and the company principally comprise recoverable Value Added Tax and

expenditure recharged to project partners

The directors consider that the carrying amount of trade and other recevables approximated their fair

value

Deferred subscription payments due from non-controlling interest has been dlassified as current as the
amounts receivable were anticipated to be realised within the asset's normat operating cycle Please see
note 26 with regards to the renegotiation and settlement of this amount after the year end
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17 Cash and cash equivalents

2012 2011

£ £ £ £

Group Company Group Company

Bank balances 279.786 172511 1,052,003 38,142
Call deposits 450,000 450,000 1449602 1,449.602

729786 622,511 2501605 1487744

A charge over bank balances has been registered, for secuning all morues due or becoming due from the
company to its bankers

18. Financial instruments and treasury risk management

Treasury risk management

The group manages a vanety of market nsks, including the effects of changes In foreign exchange rates,
hquidity and counterparty risks

Credit risk
The group’s principal financial assets are bank balances and cash and other receivables

The credit nsk on hquid funds 1s imited because the counterparties are UK and ltahan banks with high credit
ratings assigned by international credit rating agencies

The group currently operates with positive cash and cash equivalents as a result of 1Issuing share capital in
anticipation of future funding requirements The group’s policy s therefore one of achieving high returns
with minimal nsks In order to provide a degree of certainty, the group pnmanly invests 1in short-term fixed-
interest treasury deposits As part of this policy, a proportion of the funds have fixed interest rates though
these are over short periods of no more than three months For the purpose of sensitvity analysis, these
are treated as floating rates The consolidated statement of comprehensive income would be affected by
£4,500 (2011 £14,000) by a reasonably possible 1 percentage point change in floating interest rates on a
full year basis The statement of comprehensive income of the parent company would be similarly affected

by approximately £4,500 {2011 14,000) by a reasonably possible 1 percentage point change in floating
interest rates on a full year basis

The maximum exposure due to credit nsk on the deferred subscripion payments due from the non-
controlling interest durning the year was €5,258,001 (£4,544,513) (2011 €5,995,001 (£5,181,504))

The maximum exposure due to credit nsk for the group on other recevables durnng the year was £804,979
{2011 £1,001,013) No coltateral i1s held in respect of these amounts which are expected to be received In
full and no impairment has been made

The maximum exposure due 10 credit nsk for the company on inter company receivables and other
receivables during the year was £8,923,961 (2011 £10,057,480) No collatera! is held in respect of these
amounts An amount due of £1,186,703 (2011 £1,186,703) 1s considered to be impaired and has been
provided against in full All other amounts are expected to be received in full

Currency risks

The group's operations are pnmarnly located in the United Kingdom, ltaly and Tumisia, with the main
exchange risk being between sterling and the euro Each group company operates primanly within its local
currency with little exposure to currency fluctuations other than on inter-group financing, with gawns ar
losses thereon being eliminated through reserves on consolidation which do not affect earnings

Due to the imited nisks to the group, forward exchange contracts are not considered necessary and are not
used
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18. Financial instruments and treasury nsk management (continued)

The translaton risk on the group's foreign exchange payables and receivables 1s considered to be
immatenal due to ther short-term nature As the group does not use foreign exchange hedges, the
consolidated statement of comprehensive income would be affected by approximately £69,000 (2011
£61,000) by a reasonably possible 10 percentage point fluctuation in the exchange rate between sterling
and the eura on the translation of foreign subsidiary results The statement of cemprehensive income of
the parent company would be similarly affected by approximately £738,000 (2011 £902,000) by a
reasonably possible 10 percentage pont fluctuation in the exchange rate between sterling and the euro
on the conversion of loans to foreign subsidianies and foreign currency bank balances

The deferred subscription payments due from the non-controlling interest are denominated 1n euros and
will be called upon to finance expenditures to be incurred in euros on the further development of the
Rivara gas storage project

Liquidity nsk

The group currently has no operational revenue streams Operational cash flow represents the ongoing
appraisal and testing of the group's projects and administration costs The group manages its hquidity
requirements by the use of both short-term and long-term cash flow forecasts The group's policy to
ensure facilittes are available as required I1s to 1Ssue equity share capital and form strategic aliances in
accerdance with long-term cash flow forecasts The group currently has no undrawn committed facilities
as at 30 September 2012

The financial market turbulence and associated iliquidity in credit markets durning the year has had no
impact on the group's ability to meet its financing requirements

The group actively manages its werking finance to ensure the group has sufficient funds for operations
and planned expansian

The group's financial labilities are primanly trade payables and operaticnal costs All amounts are due
for payment in accordance with agreed settlement terms with suppliers or statutory deadlines and all
within one year

Derivative financial instruments

The group does not currently use denvative financial instruments as hedging 15 not considered
necessary Should the group identify a requirement for the future use of such financial instruments, a
comprehensive set of policies and systems as approved by the directors will be mplemented

In accordance with |AS 39, "Financial instruments recognition and measurement”, the group has
reviewed all contracts for embedded dervatives that are required to be separately accounted for if they

do not meet specific requirements set out in the standard No material embedded dervatives have been
identified

Commodity contracts

The group does not use commodity forward contracts and futures to hedge against price nsk In
commodities as these are not considered necessary

Capital management
The group's activities are of a type and stage of development where the most suitable capital structure Is
that of one entirely financed by equites The directors will reassess the future capital structure when

projects under development are sufficiently advanced The group considers its capital to consist of share
capital only
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18 Financial instruments and treasury risk management (continued)

The group's financial strategy 1S to utihse its resources to further appraise and test the group's projects,
forming strategic alliances for speciiic projects where appropriate The group keeps investars and the
market informed of its progress with its projects through regular announcements and raises additional

equity finance at approprate times

Deferred subscription payments due from minority interest

The weighted average effective interest rate used in the discounting calculations of the far value of the

recoverable amount was 12% (2011 12%)

Categories of financial instruments

All of the group's financial assets are classified as ioans and receivables, and all of the group’s financial

habities are classified as other financiat iabiities

19 Trade and other payables

2012
Group Company Group
£ £ £
Trade payables 43,312 9,133 63,136
Taxation and social secunty costs 11,878 792 25,821
Non-trade payables 353,124 1 291,180
Accruals 552,357 141,512 383.755
960671 151438 763,892

Trade payables and accruals principally compnse amounts outstanding for ongeing costs

The directors consider that the carrying amount of trade and other payables approximated their fair

value

Trade payables are paid between 30 to 60 days of receipt of the invoice

20 Share capital

2

2012
Group Company
£ £
Authorised
80,000,000 ordinary shares of 1p 800,000 800,000

2011
Company
£

6,357

53,215
59,572

2011

Group Company

£

800,000

Issued, called up and fully paid
45,836,867 (2011 45,836,867)
ordinary shares of 1p

vote per share at mestings of the company

Share premium account

2012
Group Company
£ £

1 October and 30 September
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£
800,000

458,369 458,369 458,369 458,369

The holders of ordinary shares are entitied to receive dividends from time to time and are entitled to one

2011

Group Company

£

£

15,287,351 15.287,351 15,287,351 15,287,351
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22. Share-based payments
The share option scheme, which was adopted by the company on 25 November 2005, was estabiished
to reward and incentivise the executive management team for delivening share price growth The share
option scheme 1s administered by the Remuneration Committee

One-off options of 16,667 granted to A R H Thomas In recognition of his contrbution at the time of the
Company’'s AIM admission remain exercisable

A tranche of share options was 1ssued in January 2011

Details of this tranche of share options outstanding at the year end are as follows

Date of grant 01/10/2011 Issued in 30/09/2012 Date from which Lapse Exercise
Number of the year Number of options may be date  Price per

options options first exercised option

18/01/2011 2,175,000 - 2,175,00 05/01/2014 5/01/2016 43p

The options outstanding at the end of the year have a weighted average remaining contractual ife of 3 3
years

These far values were calculated using the binomial option pricing mode! The inputs into the model
were as follows

Stock pnice 43p
Exercise price 43p
Interest rate 351%
Volatiity 65%
Time to matunty 5 years
Number of steps 60
Exercise factor 66 289

The expected volatiity was determined with reference to the company's share pnce since it was
admitted for trading on AIM in December 2005 The expected Iife used in the model has been adjusted,
based on management's best esimate, for the effects of non-transferability, exercise restrictions and
behavioural considerations

The group recognised total expenses of £154,956 (2011 £109,761) related to equity-settled, share-
based payment transactions during the year

23 Non-controlling interests

2012 2011

£ £
1 QOctaber 1,312,991 1,340,220
Loss for the year (37,456) (30,918)
Exchange differences {103,233) 3,689
30 September 1172.302 1,312,901
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24, Financial commitments

The group leases all of its properhes The terms of property leases vary from country to country,
although they all tend to be tenant-repaining with rent reviews annually and many have break clauses

The total future meumum lease payments are due as follows
2012
£
Not later than one year 46,096

2011
£
57,038

The mimimum lease payment recognised as an expense In the year was £98,648 (2011 £141,931)

25. Related party transactions

Inter-group balances

In order for individual subsidiary companies to carry out the objectives of the group, amounts are loaned

to them on an unsecured basis At the year end the following amounts were outstanding

2012
£

Amounts owed to Independent Resources plc from
Independent Energy Sclutions srl 3,793,531
Independent Gas Management srl 3,555,091
Independent Resources (Ksar Hadada) Limited 386,249
ERG Rwara Storage srl 2,387
1,737,258

2011
£

4,850,529
3,607,957
405,269
7.022

8,870,777

independent Resources plc charges interest on the inter group borowings at 3 5% which totalled
£136,654 (2011 £251,132) for the year which has been included in the company's own income

statement but elminated upon consoldation

independent Resources pic has provided against an amount due from Independent Resources (Ksar

Hadada) Limited as at 30 September 2012 amounting to £1,186,703 (2011
management has assessed this amount to be irrecoverable

£1,186,703) as

The drectors are the only key management personnel, for their remuneration please see note 4

26 Non-adjusting event after the reporting period

On 22 November 2012 the company completed negotations with the third party which held a non-
controlhing interest in ERG Rivara Storage sri in order to bring back into full control of the group the

valuable Rivara gas storage project The following reorganisation took place

« The non-controlling interest paid €1,400,000 (£1,113,763) for further share capital 1ssued by ERG

Rivara Storage s,

+ The non-controlling interest waived amourds owed by ERG Rivara Storage srl totalling €357,027

(£284,031),

¢ The non-controling interest transferred its entre shareholding n ERG Rivara Storage srl to

Independent Gas Management sl for €1 (£1), and

* ERG Rivara Storage srl cancelled the amount due to it by the non-controling interest of €4,931,001

{£3,922,932)

This amount had been discounted by £1,210,000 as at 30 September 2012 and s included withun

current receivables
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27 Contingencies

Upon acquinng certain participating interests in the Ksar Hadada permut by Independent Resources
{Ksar Hadada} Limited from Derwent Resources (Ksar Hadada) Limited and GAIA srl, a company
controlled by R Bencini, it was agreed that payments that could amount to $1 million {£620,335) to each
company were to be dependent upon drlling and development milestones The project continues to
move forward, despite two dry wells having been drilled in 2010 It 1s still possible therefore that some
rmilestones will be reached and payments would fall due to paid

The milestones and consideration, for each company, are as follows

. Dnilling consideration due upen spudding the first well of $50,000 (£32,900) (paid previously),

. Discovery consideration due upon first flowing hydrocarbons to the surface of $100,000
(£61,835), and

»  Commerciality consideratron due upon granting of an operating concession of $850,000
(£525,600)
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