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Chairman’s Statement and Business Review

I zm pleased to present this Annual Repont for Quadnise Fuels Internauonal ple { "Quadnse”, “Company”, “Group™, “QF[™ ) for
the year ended 30 Junc 2011

Business Overview

Excellent progress has been achieved 1n our programmes during this pertod, notably 1n the Manae ['uels sector These advances
were also complemented 1n Canada wath the imponant achievements of our associate companses in the development and nal
application of rew technologics.

Quadnse 18 targeting the large exssting global fuel o1l market, some 600 mithon tennes, of which the manne market makes up
approximately one thard [he commination of defined markets and proven benefils assures the apportunuy to add value The
Cruadnse MSAR® technology can thus be viewed as a “game changer”, by (ncreasing the refincry yicld of high value distiilate
fuels and - at the same ttme — offering consumers 2 lower priced subsutute for fuel ml

In the oil-based economues of Mexico and Sauds Arabia, there are national imperatives to reduce destillate fuels imports and
improve domestic ol refinery production of higher valee products relative to lower value fuel ol In both cases these imports
and exports take place on a very large scale MSAR® has the potenual to meet both these imperatives by increasing local
refinery yiekls of high value product and eliminating the disullate coatent in exported fuel ol Quadnsc also adds value for our
venture partaers by identifytng and secunng buyers for MSAR® fucls (n the power and manze sectors

if MSAR® cmuision fuel replaces even n modest percentage of these ol movements, there is a significant business opportunity
for the C ompany and our partners Considenng the iter-product price spreads of circa USS300 per tonne between gas oil
(diesel) and fuel oil that have become the norm, the value-add equates to many milhon dollars an the valume base involved

The Company 1s not dependent on growth to create a market for our products [n this sense Quadnse 13 shiclded from current
global economic pressures. Indeed, tn our sekected programmes the advantages offered by MSAR® fuels play to the unrelcnting
pressures currently affccting the fuel consuming and ol processing industnies to lower ther costs and stetch or supplement
margtns,

Coensensus among informed forecasters predicts a contimnag and widening differcrual 1n global demand for diesel foet and fuel
ot Diesel demand wall be drven by the devetoping economies, while fuel i) markets will dechne due to fuel substiuuion
Howcver the important exception 1 the marine bunker market which s expected to show modest growth

Fhese factors presage o future scenano which supports continued hagh nter-product value spreads where Quadnse will be
exceptionally wel) posationed

Due care has been taken to prescrve competitive advantage and commercial benefits for Quadnse and ihe associate companies
responssbic for leading these developments, given their poicaual to replace long cstabhished business practice and add
tremendous value

The revised (oup corporate structare implemented 1n 2010, together with continued discipline 1n our “sclect and focus™ pohicy,
has scrved to stabslise and contain costs without impainng key programmes Aside from these prionty projects, the Company
has 1dentified specific quahifying opportumues 1 ather geographic arcas While these represent potential for substantial future
expansion, acuve business development has been deferred to conserve resources to progress our cuiment programmes Lo fully
commercial operations In this regard, the Company policy of requinng chent contnbiutions 1o development and demonstrations
has been accepted for all current programmes and provides both assurance of senous mient and reduced pressure on Company
funds.

Corporate Structure and Financial

The restructuring (o segregate “directly managed™ and non-managed™ tntetests was completed dunng 2010 This has improved
focus and ahgned interests hetween the Company and management within the Group The apportumity was also used Lo ensure
ceffecuve equity parucipation for key senof executives 10 the “managed™ ponfolio and to ek compensation directly to
associated company financial performance

QFT undentook two equity funding programmes during the financial year to 30 Juoe 2011 rusing a act £445 million The
principal fuading was a combined placing and open offer to rarse £3 0 multron which closed late March and was oversubscribed
I'hrs was the first ume that Q1T has formally approached the msntutonal market, albet on a selective basig,

The QF1 palicy has been to hmut dilution by only raving sufficient funds to take the Company through 10 1is projected carly
revitiuc phase, by which ime the de-nsked caterpnise value 15 expeeted (o inerease subsianually Once in revenuc, improved
terms should be possible for further equity funds then considered nccessary to accelerate developmunt of change the mode of
bustness, For cxample, this might be progressing from prinaipally liceosed operations 1o sclecuive toll processng contracts 1n
which Quadnse would owa and operate the manufactunng plant.

Spunding levels were reduced and pre-revenue development costs coatazned through a combination of re-structuring, changes to
compensation policy and chent contributions to project development programmes International knergy Group Ay, the largest
shareholder continued to assist the Company by waiving certain fees and charges through the pertod This sssistance, which has
extended ltonger than ongnally anticipated, will not continue beyond year end 2011 as the Company 1s adequately funded to
meet 1ts obligations.
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The secovery in the QU1 share price through late 2010 to the ume of reporting has buen encouraging. While the market rating
still falls well short of the value suggested by informed financial analysts, condiions have beun challenging and the marke:
rematns nsk averse. Caution on the pan of mvestors 15 undersiandable but the Company has increased the level of vestor
relations and macket communication actuvity s has the objective of creating a better level of uadursianding of cur objectives
and the future potential of our exciting “gamme changing” business,

The toss of £8 4 million over the year was tn hine with expectanons but affecied by the deaision to revise the value of certan of
our nor-managsd snicrests due to changes 1 thewr pnme actvitics and prospects. The { ompany remans debt free and 13
currently funded to deliver the planned pre-commercizl programmes through to the carly revenues anticipaied fate 2012

In the “non-managed™ ponfois a further restructuring was undertaken by Quadnse Canadz Corporation (“Quadnise Cznada™ o
“QCC™) early 1n 2011 Thss invotved the merger of Sparky bnergy Corporation (“Sparky”) with Optimal Resources Inc,
("Optimal™) The wo companies were previously partners in o jont venture in which Sparky contributed | nhanced Cnl
Recovery {FOR) technology heensed from Quadnse Canada, and Optimal conmbuted o1 ficld asscts 1o [ Joydminster plus field
operating facilines and expertise 1 he boards of the respective companies agreed that a merged cnity would he better placed to
take the business forwand and the companies were combined on | January 201t to form Opumal Reseurces Inc., (CORI™) On
merger, QF remaincd the largest mingle sharcholder with some 9 45% of the equity This share of equity 15 expected to be
dilued whea ORI ratses further funds to progress to full commercaal operations. Ihere are currznily no plans or funds allocated
for further equity Investiments in the non-managed Canadian associate companies.

Directly Managed Interests

These nterests are owned and managed by Quadnse International Limited (*QIL™), a 100% owned subsidiary of QF] and the
entity contragted to AksoNobel Surface C hermstry AB (“AkzoNobel™} under a long standing Alhance Agreement

Subsadiaries of QLL have been formed for the 1ndividual project programmes — for cxample Quadrise Manne (Maenk project)
and Quadnse KSA (Saudi project) It 1s posstble that these companies will form assocrauons wuth local partners where
approprise [0 progress the respective programmes. Whilst negotiaions wath client compames are n progress, commeroial
agreemuats have yet to be formalised with some of thesc local associates

It 15 of notc however that QIL 1s developing projects with very large nratonal and independent o1l companies, as well as
AP Moller-Mzrok (“Mamk™), the largest contuner ship operator i the world In all cases, programmes wvolve changing long
established practiscs 1n major industnes through application of our “game changing™ MSAR® tcchnelegy On reflection, we
should not be surpnsed that 1t has taken several years to reach this stage of advanced pre-commercial development We are very
fortunatc to be progressing these programmes with some of the largest companics 1n their respective indusines, who have the
will, vision and commitment to change these estabhished practices for sound business reasons The incenune for all s, of course,
1o realise the subsianbal financial bencfits associated with displacing fucl o with MSAR® without impacting sccurity of supply
and operations. [n the manne project, the Company has also beacefitted from considerable publicily o the specsahsed industry
trade press on the cavironmental challenges ahead, where Marnine MSAR® can make a considerable contnibution

Marinre MSAR®

"The internatienal marine bunker fuel o1l market 15 cumrently around 208 milion tonnes per annum This s a very large scale,
tong term, bulk fuels business serveng an industry that s facing a range of pressures from iniense competuon in freight rates o
challenging progressive emissions standards  I'o compete effectively vessel owners need to dnve utibisation up and dove costs
down In the context of fuels and cmissions, a key objective 1s “most affordable compliance”

The Company denufied an opponumiy for development of a Quadnse Manne MSAR® fuct formulation which could offer
signeficant advantages as a substitute for bunker fuel o1l by addressing both cost and emissions 1ssues. A Joint Development
Agrecment (JDA) was concluded with Mk carly in 2010 Marsk s an industry leader 1n manne mnovations

The JDA sets out a programme for the developmunt of 2 suttable Manne MSARS fuel formulation combinmg the capabiltiies

and experuse of the Quadnse team with those of our athance partger, AkzoNabel, and with specabsts from the Mank

organtsatton Other partics necessanly involved te vanous stages of the programme have included o1l refiming companies and the

major maree engine manufacturers Fhe programme has included formulation, processing and tesung acuvities invelving a

number of lcading o refiners, manne engine test faciliies, research and development laboratones, and industry stakeholders
several o

The manne fuels performance specifications have set the most exacting application standards for Marine MSAR® fuel such that
1t 15 directly 1aterchangeable with convenuonal fucl il and disullates This has represented a major technical challenge to the
combined 1alents of the programme team It 15 to thesr credst that an intense period of development which drew heavily on the
specialised knowhow and capabilities of AkzoNobel, has produced novel Mannc MSAR® lormulattons, Previous perfarmance
standards have been step-changed and all key requirements have been met n a senes of land based engine tnals. To have
progressed to this stage aver 18 months 15 quite remarkable

As QFI announced on 27 September 2011, the programme has progressed to “scaborne tnals” for which associated contracts
have been closed covering the manufacture of the Manne MSAR® fucl and the abhigations and responsibiittes of all parties
involved 1n the production and supply chain The AB Orlen fictuva (“Orlen™) refinery at Maszzikiai owned by the Polish
conglomerate PKN Orlen will host the AksoNobel MSAR® Manufactiuring Unn (“MMU™) 10 produce the imiuial tnal quanuty
for seaborne evaluahion on the Sore Marsk, the results of which are expected dunag the first half of 2012, The forward plan,
buyond 2 successful seaborne tnal antiuipates progressive “intenm” commercial quanuues of Manine MSAR® will be produced
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dunng 2012 (o allow the wider evaluation of performance octoss a representative range of vessels Beyond this, commercial
supply of Marnne MSAR® could cxiend (o the Maersk-operated flect (which totaly over 700 vessels) as well as thid parties. On
| August 2011, the ( ompany announced the purchase from AkzoNobe) of a aew 1,000 ton per day MSAR® unu that could
service the snienm 2002 demand as well as commercial MSAR® demonsirations planned elsewhere

To better appreciate the scope and prospects for Quadnise Manne MSAR®, the following developmenis and nrarine market
features are refevant

. The pressure on exhaust emission of S0, has cvoked a complex debate on fuel switching implications, the lsmuts to oil
refimng supply of hghter ultra-low sulphur fusls or natural gas supply wnfrestructure for §i.NG, and the role of “on
board” manne exhaust scrubbers. Current indications are that the combinatton of fuel ;i and scrubbing will be Lhe most
affordable solution given the price spread (eirca US$300 per ton) between bunker fuel ol and disultate alternanves As
& lower cost substitute for bunker fuel mi, the comhinatian of Manse MSAR® and on board scrubbing looks to offer
the “most affordable compitance™ option in this context.

. Ihe international bunker fucls market 15 concentrated 1n 2 small aumber of “bunkenng hubs™ (such as Rotterdam and
Singapore) which are also refimng centres. A modest share of this large market would represent substantial business for
Quadnse but requires relatively few fuel supply bases. The Mariae MSAR® tcam have beco in discussions with a
number of major of refimng companmies regarding possible supply collaboration duning the next phase of commerctal
Marine MSAR® supply The oif refining industry an these regions continues 10 be a challenging low margin hustness
{as evidenced by the number of recent oll refinery sales or clasures), and a low-capex means of impraving profitability
or indecd survival could be a compelling feature of MSAR® technology implementation gowng forwird

. Black Soot™ from engine Lxhaust emussions, particularly er the shipptag industry, has recently heen 1dentified as a
major «ontributor to global warming and related climate change Studies imdcate that the smpact 1s second only to CO;
and much greater than methane Unlike heavy fuel ails, MSAR® fuels offer virtually complete carbon bum-out because
the il restdue content 1s milled to superfine’ particle sizes of typically 5 microns. There 15 neghgible unburned carbon
ar “Black Soot” particulate ermissions from MSARM fuels combuston

The Company has confidence that the combination of lower casts, impeoved profitabi iy, affordable complisnce and climination
of “Black Soot” could make Manne MSAR® the fuel of choce for candidate ol refinenes and o large rumber of ship opurators
tn the near furure Quadnse woukd truly be the “game changer™ and soccess i the marine market, alone, would put the Company
an a strong sustainable growth path

Saudf Arabia and Mexico — High Growth Oil Based Markets

A deersion was aken 1n 2008 to select and focus” on these two prionity markets. This in the knowledge that wath no estahlished
access aad prior relatzonshaps, QFI was likely 1o take some time to carn credibility as 2 company, and for the ments of our
MSAR® technology to be recognised. Although this has taken @ number of years, this credibtlity has now been carned and the
business prospects are betwr defined. The board and management remain convinced that the correct path was chosen

‘The two markets have common features which are relevant to our business

. Ol based cconomies continue 1o use large volumes of heavy fuel ol for thermal power generation and other
apphcations such as desalination and cement manufactenng

. large scale o1l produchon and domestic tefining sectors with world class plants of which several have process
configurations well suted to MSAR® technology application.

. Imbalances between domestic disullatc demand and local production requinng large-scale dresel imparnts — and high
volume surplus heavy fuct oil exports  hese offer major financial incentives to change current practice overlmd wrth
national 1aterest implications

. Nanoaal ol companics have a scale of operations and resources beyond those of the multi-nanosal ol majors, but
where policy 15 generally dnven by and aligned with national interest

in both Mexico and Saudi Arabua the Quadnse wam has worked with local associates 1o reach the siage where detailed
programmes have been defined, agreed and documented with the client / partner organisations concerned Both Mexico and
Saud: Arabra are expected ta clear final technical and legal review and proceed 1o execution by authorised senor management
before the end of 2011

Mexico - PEMEX

he programme now documented will involve nstalling a pelot plant n a selected PEMEX refinery for the production of
MSAR® fuel This will be tested in refincey and other applications as part of the pre-commercial phase Cempletron of the pilot
15 targeied for mud-2812 and, oa success, the commercial developmeat programme will be finalised and confirmed  Fhe
nstaltatton of the first commeraal facility 10 Mexico wall fellow ke commercial plant operation wall mark the siant of the
‘revenue phase for Quadrise 18 Mexico

he Company cxpects also to finzlise loce! panaer arrangements for the Mexican business programme duning 2012

Page 4 uf 48




“OF]

Fo-sings e s Fyatmmet

Saudi Arabia (KSA)

I'he  ompany has denufied a range of oppontumites in the Sauds refinery postfolio. and the stage aow reached and the go-
forward programme are very stmilar 1o Mexico Associated contracts arc expected to be executed bofore the ead of 2011 The
carlier anncipated lead ume for the Saudi project has extended as a result of increased scope for potential zpphications within
KSA, independent techmceal review and venfication of the cconomic evaluations by client specialists from 3 number of
depariments These detarled exercises have, however, raised the level of awareness and confidence, sirengthening the credibiliny
of Quadnse representations.

An meresting feature of the KSA cconomy 15 that the menciary benefit of redueing diesel/distillate imporns ts considerably
higher on a US dollar per tonne basis than would apply i western markets. This is because import costs reflect wortd market
prices, while o1l product pnices (for petrol, diesct ei¢ )} in the domesuc markel are among the lowest 1n the world As a result the
aggregate cost of subsidising the price differential runs to billions of dollars per annum Applying Quadrise MSAR® technology
to divert disullates from use n fuel otl to domestic market distllate fuel consumption has a very high value to KSA at a national
level For this reason the country 15 a pnme focus for Quadnse business dyvelopment 1n the refining soctor, especially given us
high o] products demand growth and acuve refining capacity expansion plans.

Asia /Singapore

QIL has beun working with PowerScraya management for the term supply of Quadrise MSAR® fuel (o thewr thermal power
generation plaat in Jurong.

The memorandum of understanding (“MOU™) for this joint invesugation progiamme (undertaken at thear cost) has recently beon
extended A number of candidate source refinenes have been approached and assessed but no firm programme has yet been
commutted The publiaity associated with the manne foels programme has stmulated the wnterest of ol refiners within the SE
Asia and the Muddle East regrons.

Board and Management

fhe Company has conrnued 1o benefit from the services and dedicated efforts of our two key specialists, Jason Miles and Dr
Simon Craige They are supported by specialist consultants whose scrvices are secured on a retaner plus consehancy tme basis
to chsure thar availabiity on reasonable notice when required Dr Craige was appointed to the board of QILL as Technical
Directar shortly after the restructuring. Jason Miles conunues 1o serve oa both the Qt'l and QIL boards.

Swce last reporiing, the QF1 board has been strengthened by the apporntment of Mr Dilip Shah whose considerable expenence
actoss a tange of international business interests has addud useful perspecuves 1 board dehberstions.

1 would Like 10 record parucular appreciation for the cuntinued scrvices of our non-executive directars Mr laune Mutch and Dr
tan Duckels who continued to chawr, tespectively, the Audit and Compensation commuitees. Thesr contributions dunog this
challenging penod cxtended well beyond the “normal course of duty™ Theur hard work i suppont of the Company 1s sincerely
appreciated

Business Associates and Partners

Quadnist s very appreciative of the importance of our Alhance Agreement and associated relanonship with AkzoNobel. Therr
contnbution has heen vital to the major technical advances made over the review penod, cspecially in the complex area of
Manne MSAR® lormulations

Of specizl note 1s the very enedial, constructive and co-operahive adture of our relaucnship This clearly plays a major part 1n
explaing the vnique results we have achteved together, in many cases 4 level of syccess previously considered improbable, 1f
not impossiblc!

We are also very muindful of AkzoNobel's well-dsserved reputation for safcguarding ntetiectual propeny and for defence of
related nghts We expect that this will become increasingly impartant as the Quadnse commercial phase aceelerates and our
activity levels and profile are rarsed,

The JIDA programme has involved a very close collaboration with Mzrsk who we have found 10 he an excmplary partner in the
process. The team from Mersk, winle clear on thewr own objectives and interests, have conststently shown a consirucive

appreciation of the challenges posed dunng the Manne MSAR® devclopment process. Thewr postuve and supportive approach
has been very refreshing, and we have come a long way 1n a short ume together

Canadizn Developments

I olfowang the restructunng, QFl now direcily holds aft of the Group interests in the non-managed unhsted Canadian assocate
companes.
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Quadrise Canada Corporation (“Quadrise Canada”™ or “QCC™)

QI continues to be the largest single sharcholder with a 20 4% holding. Quadnse Canada has transformed from ats ongmal
intended role of manufacturer and supplier of emulsion fucls. 1nto a 1echnology and service company conducting bistness with
associates and third party clients.

Quadase Canada has mvested heavily in specialised Research and Development over an extended pertod and holds an extensive
range of paiented intellectual property logether with a deep specialised expertise base  The pnncpal Quadnse Canada role ts
now to identefy and mcubate business opportunities leveraged off s propnetary techaologies 1™he wntenion s to ‘spin off”
specialised businesses in which s shareholders benefit from pro-rata tmnizl cquity participation  The most recent example of
this has been the creation af Sparky boergy which subsequently became Optimal Resources Inc

Several other propnietary technologies are candidates for a similar development path, but resource hmitzions and economic
cycle consderations have constrained therr current development However, the onginal mtended emulsion fuels business, while
detayed, has not been abandoned Canditions could change 10 the longer torm that would agarn support the use of Quadnse
MSAR® fucls as an energy source for steam generaiton 1n Canadian heavy oil ficld production opurations.,

Optimal Resources Inc. (“ORI™)

OR{ holds an exclusive hicense for the applicaton of the Quadnse Canada proprietary Enhanced Qi Recovery (“EOR')
technology n clastic o1t reservoirs. QF1 held a 9 6% share of ORI unul September 2011 ORI has since undertaken a seed
finarcing programme which will close 1n November 2011 Although QF1 invested CADSI million in the Sparky seed financing
dunng 2010 the Company mus! now conserve funds for its dicectly managed business programme and wili not be parucipating
n the ORI placing. [n the cvent the ORI financing 15 fully subscnbed the QFt holding will be diluted to circa 6.5%

The HOR technology performed very well in laboratory based simulations of il ficld production, (ndicaung an ablity to step-
change ol recovery factors in quahfying clastic heavy ol reservoirs of the type prescat m the ORI Uloydminster ol ficld
Typically, pnmary produchion will ondy result 1n approximately 1% recovery of the measured ol 1n place Indications are that
the Quadnse Canada EOR application could increase this to berween 20% and 30% There are very large quantitics of retained
ol 1n candidate ol reservorrs — including those uther currently classified as depleted or where existing production 1y dechning,
The potenual for application also extends well beyond Canada since qualifying prospects exist in many of the large global "ol
provinces

The focus of activity 1» 2014 has been the tnal apphicatton of the FOR technology i Iloydminsier Unfortunately, a
combuauon of seibacks, including unusually severe weather condinons, have limied progress and stretched resources
Notwilhstanding this, a representative programme of imitial application modes has been completed and results o date Jlign and
trend very well with the laboratory findings and performance.

The 1atention 15 that ORI remains an ol production company, in that it secures and retains ownershup of resources and benefits
from ol sales revenues Looking forward this could include owned tndependent production, joint ventures with owners of
quahfymg oilficld asscis, or contractual 2pplication service armangements which assure ORI fees plus an equity share of
incremental productzon

The cutlook for QRI s positive Lxploratory discussions with potential joint venture partners are encounaging. There 1s some
way to go, however, before independently certified performance of the COR technology becomes available and the future of
ORI can be assured, 2012 will be an imponant year for ORI and QFI expects to have a much improved view of the potential
medium term value of this invesiment by mid year

in commerazat mode’ the projected growth of license and service fees payable by ORI becomes very matenal to the value of
our hoiding 1n Quadnsc Canada,

Porient Fuels Corporation {(“PFC™)

QF1 holds 16 9% of PFC and, a5 with our miual holding i ORI (via Sparky), the sharcholding was allotied through a pro rara
allocanon by Quadnise Canada with no direet funds invested

The intention 18 for PEC to act as a commercial development vehicle, under license, for one or more of the Quadnse ("anada
propriciary technolegics when such a venture 1s judged viable I'he opportunity imtally wenttfied, and subgect of a development
agreement with several major partners, 2amed at the production of manae fucl ouds using Alberia heavy ol (potentizlly mcludmg
the MSAR® cmulsion fuels process) The plan was to ship the product from central Alberta to the ("anadian west coast market
Flus programme was suspended as the intended viabihity was negatively affected by an unanticipated and abnormal change 1o
near torm anter-product price spreads. Whalst these are forecast to correct, PFL 1s unhikely 10 be fully re activated unnl ORI
moves into a fully commeraial phase with us own techmcal resouree base  This wall then relieve the pressures on Quadnse
Canada suppont resources (Quadnse (Canada should then have the capacity tn promote further ventures o commercialise a
number of ather propnictary technologies for which appheations and markets have been ideatlicd
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Paxton Corporation (“Paxton™)

The Qt 1 holding, at 3 8%, 1s modest and unlikely to fit 10 the portfola 1 the longer tormt ay a passive investment Nevertheless,
developments are pasitive

Paxton has become more closely associated with Clean Erergy Systems Inc (“CEST) in which 1t now holds some 30% CLS hay
veTy promising proprictary combustion and steam generation technalogy and received @ USS30 mollvon development grant from
the US Depanment of Lacrgy (“DOE™) 1n 2010 to progress s 7e50 emiss:ans powes generation programme

C ensidershle syncrgies have been identified between CLS and the Paxton cor business of oilficld steam and CO2 Mooding for
enhanced osl recovery with full carbon sequestration

CES has also entered into agreements wath Siemens for the development of scale optinused power generation turbines to couple
with the CES generator CLS has sold a hicense to M@rsk O1] and Gas for use of its *steam gun’ zero emissions technology for
appheation tn Middle-Tast etl ficlds for the conversion of associated gas to efectnneal pewer Paxton has certun nghis associated
with the marketing of the CES hardware In addison, (15 has acquired an 1dle AES Corporation power plant ¢t Placena,
California which will act as home” for the high pressure, hagh temperature turbine development betng funded by the DOIE gram

Paxton recently advised sharcholders of an MOU with Paramount Resources, a large Canadian ol and gas production company
This 1s for the deployment of the combined C1.S steam and gas guocrator lechnolegy 1n 2n cohanced ail recovery programme at
the Paramount Hoole Grand Rapids (il Sands Project. Paxton and CES have recently concluded a Heads of Agreement which
grants Paxton marketing exclusivity tn Canada for the integrated € ES generator in a Paxton propnetarv process chain for more
general application in steam and { O; o1l production enhancement. A perpetual aon-exclusive hicense for markeung outsude of
Canada 15 also included.

Future Qutlook

Alt of our selected projects have now reached an advanced pre-commercial phase The Manne MSAR® fuel programme 1s now
commiited contractually to proceed with intenm commeruial vahidaron and supply activities 1n 2012 preparatary to the full
commercial roll-out aticipated dunng early 2013

The Sawds and Mexican programmes are substantially defined and agreed 10 a level of wonmiderable detail Chient technical
specialists have endorsed these projects both in terms of process fit and prospective retum on investmenl The assodiated
coniracts are expected (o be executed shonly, and this wtll allow the Company to provide more detail on the contracting parties,
the izl scope and the future prospects

e Company has idenufied refineries and associated *supply envelopes which fit the Quadrise MSAR® fucts model We are
now receiving eaquinies from a range of industry paruictpants from majors to independents This 1s very positive as we expect
that residue sourctrg will be the key to accelcrated growth in the near future

ke Group 15 funded to dehiver the current business plan based on a “license mode!” requinng bmited capnal expenditure and
workeng captal (ther business modes will be passible tn the future once our MSAR® fuels become recogmsed “specification
products for the purpose of iwventory and transaction trade finance kuture possibilities include the ownership and operation of
strategically placed ‘merchant plants” These would be sized to maich the demand of defined markets with buyers commutted to
term off-take agreements.

Whele progression 10 such operateons would require subsiantial equity and project debt linancing, this mode of business would
elevate QF1 to a very different scale of activity and profitabality. 1his in tum would promote the Company in the process to the
mid-cap league on an accelerated trajectory

{n the immediate future the tcam 15 commutted to finalising key agreemcents, instalitng the demonstratian plants, delivening test
results and moving on to Lthe commurial phase with term contracls, dssured currunt revenues and futuse prospects.

Jan Williams
¢ hairman
21 Gctober 2011
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Financial Review
QOverview

As stated in the  hairman s Statement and Business Review, the maa thrust for the Group and its management during the year
under review was [0 continue to make progress in its core busincss activity with 1is prncipal prospeds and Jeads whilst
continuing to muatain a low operational overhead base. Al the same ttme, mapor steps have been taken to rmse awareness of the
Group and a1y business prospedts within the investor community, on a setective basis,

The Group started off last year with a cash bafance of £1 6 mullion and rased a further £4 8 mulkon dunng the year Of ths, £2 4
million was spent during the year, leaving a cash balance of £4 0 millon at the ycar end Given the curent busiress plan and
prospects, tt s anticipated that this cash reserve should enable the Group to move 1nto a sustainable revenue phase

Results for the Year

The consolidated aRter-tax loss for the year to 30 Junc 2011 was £6 6 million (2010 £39 mthon) This iecluded a charge of
£4 8 million (2010 £2 8 million) for the amortisation and mpairment of imangible assets and available for <ale invesiments,
corporate restructunag, operational and general administratton expenses of £1 8 million (2010 £1 2 muilon) and bank deposit
nterest encome of £0 02 milhon {2010 £0 05 mullion)

Basic and diluted toss per share was 1 19p (2010 1) Bop)
Statement of Financial Position

AL WY June 2011, the Group had net assets of £19 2 million (2310 £220 milion) | he most sigificant balances were intangible
assets of £6 7 million (2010 £R 8 million), available for sale 1nvestments of £8 3 mullion (2010 £11 3 million) and cash of £4 0
maflion (2010 £1 6 muithon) | unther information on the intangible assers and avadable for sale investments 1s provided 1n notes
14 and 5 to the Group inancial Siatements

Cash Flow

he Group ended the year with £40 million of cash and cash equivalents (2010 £1 6 million) The Group continucs 10 remam
debt free

Capital Structare

The Compaay had 635,043,391 ardinary shares of [p each in issue, put of its sauthonsed share capital of 1L,UG,000L(00 ardinary
shares, at %) Junc 201§ As announced on 3 September 2010, the Company 1ssued a further 87,500,000 new ordinary shares
raisiag £873 000 The subscribers were also granied warrants on a one-for-one basts, also pnced a £H3 per share. exercisable
by 30 June 2011 The warrant holders elected to excraise ther rights pner to the expiry date, resulting tn the receipt of a further
£875,000 through the 1ssue of 87,500,000 new Ordinary Shares, which were admutted 10 trading oa 7 lly 2011 The sharey
placed and watrants 1ssucd fell wethun the authortres gramied to the Bosrd under sections 551 and 370 of the Companies Act
2006 at the last Annual General Meeting (“AGM™) of 9 December 2010 and the previous AGM of 10 December 2009 These
authorimies will be reviewed agan a the aext AGM, as appropniate. The Company’s current issued share capnal stands at
722,543,391 ordinary shares of Lp cach ali with voung nghts

Treasury and Financial Risk Management

Control over treasury and financial risk management s exercised by the Board and 1ts Audit Comimtiee through the sctting of
policies and the regular review of forecasts and financial exposures. Presently, the CGroup's financial nstruments consst
prncipally of available for sale investments, cash and liquid resources and other items such as accounts recervable and payable,
which anse dicectly from its operations. It is sull the Group’s policy not to undertzke any trading zctivity 10 financial
instruments, 1ncluding denvatives.

The pnincipal nsks ansing from the Group s financial instruments arc those associated with interest, iquedity and foreign
uvxchange Fhe Booard reviews and establishes appropnate policies for the management of such risks ard monsiors them on a
regular hasis.

Taxation

AL 30 June 2011, the Group had tax imsses ansing en the UK of approxsmately £29 6 mithion {2010 £27 4 milhon) that are
avaulable indefinttely against futurc taxable profils under current legislation £7 3 muthon (2010 £6.5 milbon) of the tax losses
carreed forward represent trading losses wathin Quadnse Fuels [nternationat ple, £22 3 mil:on (2010 £208 million) represent
non-irade losses ansing through the empatrment of ttangible assets within Quadnse Imemanionad Lamited 2nd £0 | million
(2010 £0 ¢ million) represent non-irade losses within Quadrise [uels International pic A deferred tax asset of spproxamately
£78 methon (2010 £7 7 mallion) has not, however, been cecogmsed in the finanaial statements as a resolt of the uncertnnues of
its reahisation 1n the foresecable future.
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Outlook

following the reorganisation of the busness and ratsing of further equity funding durng the year, the Group 15 welf placed to
take ats core business actwvity wmio the sustmnable revenue phase We shall, however conunue to place effective cash
management at the forcfront of our near term financal management strategy to crsure that the cumreal business development
programme momentum 15 not compsomised due (o financial consirunts.

Hemant Thanawala dW
Finarce Director -
‘-—-"———__—_

21 October 2011
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Directors

Ian Williams ~ Chalrman

lan goined the Masefield Group 1n 1999 with responsibility for the development and management of business ventures In this
capacity, he led the strawegy to secure the portfobo of asscts and relatzd busuiness interesss that culminated in the formatien of
Internattonal | netgy Group AG, the ultimaie pareat of Quadnse Fuels Intemnational ple lan s wide ranping tndustry expenence
uncompassed 27 years with the Royal Dutch/Shell Group as Managing Director and Deputy Chaurman of Shell South Afnica,
Vice President (Downstream) of Shell Philippines and Head of Strategy and Consultancy {Downsiream) at Shell Internanonal
Petroteum Company lan was a member of the Shell Global Downstream il Coordinating Commuttee

Jason Mites - Director of Business Development

Jason started his career as a process engineer with Bnush Petroleum (“BP7) Engineening in London In 1992 he was seuonded to
BP's joint venture with Petroleos de Venesucla (“PDVSAT) that cstablished Onmulsion®, a novel emulsion {uct with
worldwide sales of over 60 million tonnes. He has over L0 years of spectahist technical, environmental and commereal product
knowledge in the apphcation and competitiveness of emulsion fucl for power generaton Prior to jomnng QF1 1n 2006, he was a
Semor Consultant for Openlank for two years, implementing 1rading and nsk management solutions for ol majers. Jason read
Chemical Lagincening {B [ ng, Hons) at Lovghborough University, has an Ixecutive MBA wath disiiaction from Cass Business
School (City of 1.ondon) and 18 a chanered chemical engeocer (MICheme }

ttemant Thanawala — Finance Director

Hemant ts a Chantered Accoumant wath over 25 years’ professional and commercial expenence. Hemant joined the Maseficid
Group as Chiuf Financial Officer in 2001 After qualifying with KMG [homson Mclantock, now KPMG, Hemant was 1nvolved
in professional practice 1n the UK, before working as Finance Director for the Rostel Group for nine years and as Chief
Financial Officer to Premier Telesports Group for a (unther three

Laurence Mutch ~ Non-Executive Director

laurne 15 a management consultant providing advice on governance, stratcgic plasaing, business development and chenge
management to mulu-nanonal organisattons He has 25 years expenence 1o the encrgy indusiry with the Royal Duich/Shell
Group where he sai on the Board of Shell International Gas & Power, as Lxecutive Dicector for business development in the
Lastern Hemisphere, lading the commercial appraisat and development of all Shell’s gas and power projects in the Middle Fasy,
South Asta, China. Phifipmines und the Russian Far East. From 1994 10 1996, he was the Finance Director 1o Shell Internattonal
Gas, and Pnncipal Executive (o the Intemational Energy Agency’s Ceal Industry Advisory Board {“( IAB™), a forum of coal
tedustry leaders and a mam source of advice for coal pohcy maers (o the Internat:onal Encegy Agency in Pans Prior roles
include semor management posiiions n Shell’s Coal and Chemical Drvisions. Dunng his last two years of service he was Group
€ el [nformation Officer and on the Microsoft and Dell Pnterpnse Advisory Boards Laune holds a Bsc tn Mathematics &
Physics and an MS¢ 1n Astrophysics.

Ian Duckels - Non-Executive Director

lan joined Quadnise Lid in 1998 after a career span of 28 vears in the oul, chemicals and mining industres worksng for Shell and
BP In the early 90's, as the first Chairman of the managemem board, lan managed BP's newly formed Nerefeo refinety in
Rottesdam Tte has a HSc wn Chomstny, a PRD o Chermcal Physics, a BSc in Mathematios & Astrophysics and 13 an assocrate of
the Chartered Insutute of Management Accountants.

Dilipkwmar Shah -~ Noa-Executive Director

Dilipkumar ( Dihp”) was apposnted to the board of Quadnse on the ¥ November, 2010 Dalip brings with hum over 25 years of
commurcial expenence 1 trading, finance, manufactunng and disinbution Ihlip has most recenlly been involved
trading/manafactunng 1n West Afnca with focus on Nigena, PRC and Ghana He 1s a Ihrector and/os a founder member of
various companies 10 West Africa involved 1n the distribuiion of fertibizers/chemicals, tobacco refated preducts and the
manufacture of food products, In additton he v on the board of a number of pnvate companes,

Page 10 of 48




Directors’ Report

[he Ditectors present their report together weth the audited accounts of Quadnse | ucls Internanional ple (“the Company™). and
its subsidianes, (“the Group™) for the year ended 30 June 201

Principal Activity

The principal acuvity of both the Group and the Company 15 to produce cmubsion fuel as a low cost substtute for convenuional
heavy fuel ol ("HFOQ™) for use 1n power generation plants and industnial and marine diese! engines.

Buslness Review and Future Developments

A full review of the Group's activities duning the year, fecent cvents and future developments 1s contuned m the Chairman
Statement and Business Review on pages 2 - 7 of this report

Key Performance Indicators

The Group's key performance indicators are performance against budget and achievement of our key milesiones on she route to
commercialisation of MSAR® Group performance for the financial year 1s discussed tn the Charman's Statement and Business
Review on page 2

Research and Development

Research and development are cructal for the development of MSAR® into a commercially successiul product Research and
development takes place 1n cooperation with our development pantners.

Results and Dividends

The consohidated toss from conuinuing vperations after taxalton for the year caded 3¢ June 2011 was £56m (2010 £3 9m),
ncluding a £4.8m (2010 L28m) non-cash amorisauon and imparment charge for intangible assets and avaslable for <ale
nvestments. Fhe Directors do not recommend the payment of any dividend for the year (2010 L)

Directors
Those who served as Dhirectors dunng the year are

lan Willtams (Chairman) '

liemant Thanawala (Y inance Director) !

Jason Miles (Director of Business Development) *
fan Duckels (Non-executive Iirectior)

Laurence Mutch (Non-executive Ehrector)

G Wilham Howe (Chief Exceuuve Officer)
Dilipkumar Shah (Non-cxecutive Director)

1} Assumed an execunve role effective from 9 July 2000

2) Assumed a non-executive role effective from L8 October 2010
1) Resigned from the Beard of Mirectors on 18 August 2010

4) Appointed a non-executtve Director on 5 Navember 2010

Resolutions wilt be propascd at the Aanual General Meeting to re-elect lan Withams as Chairman and to re-elect Jason Miles as
a Drector
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Directors’ Repert (continued)
Directors’ Interests

Fhe interests of the Drrectors holding office at 30 June 2011 wirc as follows:

Number of Shares held

30 June 2011 30 June 2010
Directens Qudinary Shaces of 1p each
Jan Wilhams * 9,396,580 4,396,580
Hemant Thanawala 9,363,400 §,344,189
tan Duckels * 3,967,460 3,203,052
Jason Males 637,007 hll
laurence Mutch hil Nil
Dilipkumar Shah N Nil
Noves
1 Tilehouse Lamited, a Jerscy registercd company, also holds 2,219,524 Ordinary shares of Ip cach Tilchouse Trust 15

the owner of Tiichouse Limited and lan Williams 1s a beneficiary of Tilchouse Trust [he shares of Tilebouse Limied
arg held 1n the name of Brewin Nominees (Channel Istands) Lamited

2 The shares of fan Duckels are held in the name of TE Waterhouse Nominees (Lurope) Limited

Number of share opttons held

30 June 2011 30 June 2010
Directors Shere options Sharg optiops Excrcisable yp to
fan Williams 1,500,000 1.50L000 19 Apnil 2016
Hemant Thanrawala 2,000,000 2 000,000 19 Apnl 2016
Jason Miles 750,600 750,000 26 March 2015
2,500,600 2,500,000 31 December 2016
2,500,000 2,500,000 11 October 2017
Laurence Mutch 750,000 750 000 19 Apnl 2016

2t 5 moilien share options have buen granted by Internatioral Energy Group AG (“1LG™). over its own shares in QI 10 two
Birectors and three employces of QFTin prior years, These shure options have been included in the able above Refer to Note 20
for further detatls

Substantial Sharcholders

Ihe Board was aware of the following interests of 392 and over of the tssued share capial of the Company as at the date of this
report

Nature ol holding  Number of ordinary shares Percentage of tssyed share
held capal and voung nghts
Internattonal Energy Group AG Direet 372,474, 715" 37 7%
Zenua Laterpnises Limued Direct 125,000,000 17 30%
Anthony Lowne Inchireet 46,196,704 0 V9%
Note.
1 With reference to the 21 5 million share opuons granted by 1FG as noled abave 1f 211 of the options were exercised

as 4t the date of this report, 1EG s sharcholding in QFT would be reduced from 272,474 745 ordinary shares to
250,974,715 ordinary shares and the percentage interest from 37 71% to 34 73%

Page 12 of 48




Directors’ Report (continued)
Events After the knd of the Reporting Period

On 1 Angust 201, an agreement was concluded with AkzoNobel for the purchase of the first commeroal scale 1,000 tanne
(6 000 barrels) per day MSAR® Manufactunng Unit to be supplicd to Quadrnse Intesnational Limied

On 3 August 2011, the Company appeinied Westhouse Sccunties Limuted as g5 broker with immediate cffect.

The service agreement with International | nergy Services [imited ("ISLT) for the provision of executive director services by
lan Williams and Hemant Thanawala expired on 30 June 2811 With effect from | July 2011, lan Wilhams and Hemant
Thanawala are employed by QFTI n their capacity as execuuve dircclors.

I mployees

The success of the business depends upon maintaiung a mghly quzhfted and well-motivated workforce and every cffor 15 made
to achieve a common swareness of the financial and economic facters affecting the performance of the Group Quadnse Fuels
International ple 1s committed to being an equal opportunity employer

Going Concern

Following the Group restructunng carmied out after the year end and a review of the business plan and relaed commitments, the
Directors have concluded that the Group has adequate financial resousces to continue in operational existence for the foreseeable
future and herefore continue to adoept the going concern basis 1n preparing the accounts  Refer to Note 3 for funher details

Supplier Paymeot Policy & Practice

It 15 the Group s policy to setle the lerms of payment with suppliers when agreeing the tuems of the transaction, to cnsure that
supphers are aware of these {erms and abide by them Trade paysbles as at 30 June 2011 amount 10 19 davs (2010 21 days) of
purchases made i the yoar

Fioancial Instruments

The Group & prncipal fnancial instruments compnise available for sale invesiments, cash balances and other payables and
receivables that anse 1n the normal course of business  The Group’s financial nsk management objectives and policies are sot
out in note 221 to the financizl statements

Principa? Business Risks

Set out below are cenain nsk factors related to the Group's business. Fhe nsk fectors desenbed below may not include all of the
nisk factors that coutd affect future results Actual results could differ matentally from those anticspated as a result of these and
vanous other (actors, and thase <et forth in the Group s other periodic and cusrent reports filed with the authonttes from time to
time

M'arkﬂ !l‘k

The marketability of MSARM fuels 15 affected by numcrous (actors beyend the control of the (Group These factors include
vartabilty of price spreads between light and beavy oils and the relative competitiveness of aul, gas and cozt prices both for
prompt and futare delvery The Group cannot mitigate this nisk by 1ts nature, but pays (lose attention to the energy markets in
order 1o be able to react to i 10 a umety and cffceuve manner

Fredstock soareing

There 15 a nisk in respect of appropniately located and ongomng pnce computibive avinlability of heavy ol renidue feedstocks as
ot} refiners seek to extract more transportanon fucls from cach barrel of crude using residue conversion processes. The Group
mugates this risk where possible by utihising its deep understanding of the global refining indusiry

Commeraal nsks
There 13 a0 sk the Group will not achieve a commerctal retum due to major unanticipaied change  a kuy vanable or more
ftkely, the aggregate impact of changes to several vanables which results tn sustained depressed margins

The compentive position could be affected by changes (o government regulanons concerming taxaton, dunies, speaifications,
imponation and expontation of hydrocarbon fuels and environmental aspects Freight costs coatnbute substantially to the final
cost of supplied products and a major change 1n the cost of bulk higud freight markets could have an adverse effect on the
economics of the fock business The group would mitigate this nsk thtough esiablishing approprate flexibilives i the
contractual framework, off take amangements aad pnice nisk manapement through hedging,

Technological risk

here 1s a nsk that the technology used for production of MSAR® fuel may not be adeguately robust for afl applicanons in
respect of the character and nature of the fecdstock and the particular parameters of transportation and slorage periaining to a
specific project Flus nisk may jeopardise the carly commeraalisation of the technology and subsequent implemeniation of
projects, or give nse to significant habilitees ansing [rom defective fuel during plant operations The group misgates this nsk by
cnsunng that its highly expenenced key personnel are closelv involved wath all areas of MSAR® formulation and manufacture,
and that the MSAR® fuel 1s thoroughly tested before being put into operatnal use
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Directors’ Report (continued)

Alliance Agresment

The Allance Agrecment, under which Quadrise enjoys exclustve nghts (o prumote and develop projeas for the commerctal
apphication of the MSAR® a1l process technology of AkroNohet, can be terminated by AkzoNobel, at 12 months’ notice, at any
hme after 20 December 2013

White the Dircctors belicve that it 1s ikely 10 be in the commercial best interests of AkzoNobel to allow the Alhance Agrecment
to continue afier 20 December 2013 there can be no guarantee that this will occur  The Group matigates this nsk by continuing
ta culuvate a close and mutually beneficial partnership with AkzoNobel

Competaion risks

There 1s a nsk that new compeution could emerge with simular technologies but sufficiently differenuated to challenge the
AkroNobel process. This could result, over ume, m further price competition and a pressure on margins beyond that assumed
the Group s bustness planning This sk 1o matigated by the hmited global pool of expertise tn the emulsion fuel morker The
group makes best usc of this hmiled experuse by developing cose relationships with sirategr. counterpaies and by ensunng
that key emplayces are suitably incentivised

Jount venture parties and contractors

The Directors ate unable ta predict the nsk of financial falure or non comphance with respective obliganons or default by a
purticipant 1n any joint venture in which the Group may become a party. solvency or other managerna! falure by any of the
contractors used by the Group in its fuel processing and distnbution activaties, of 1nsolvency or other managenal faslure by any
of the other service providers used by the Group for any acuvity The Group has not eniered :nio any joint ventures of join:
vealure arrangements as at the end of the reporting period Any future nsk would be miugated by the Group using ts deep
understanding of the global refining industry to ensure that any counterparties are of a sufficiently high calibre to minimise any
relevant nsks.

Dependence on key personnel

The Group s business 13 dependent on retaimeg and obtatning the services of a small number of key persoanel of the 4pprupriate
calibre as the business develops. The success of the Group s, and will continue 16 be to a significant extunt, dependent on the
expertisc and exponence af the Directors and the management team and the loss of one or more personnel coeld have a matenal
adverse effect on the Group The Group muugates this nsk by cnsunng that key personnel are suitably incenbivised and
contractually bound

Investment risk

The Company holds minonty 1aterests 10 a number of nen-managed pnvate Canadian enterprises and rccognises them as
“Avaiable for Sule lavestments™ The potentral realisable values or the realisability of these investments could be affected by 2
number of factors beyond the coatrol of the Company Such factors include delays 1n business development and hence value
creatron, as well os the lack of an active market in the shares. I'he Group mitigates this nsk by ensuning that it does not rely upon
the returns from the Available for Sale {nvesiments to lund any of its operationat activiies, nor does u factor any such ruiurny
1nto s forccastng models,

Insurance nsks

The Group msures 1ts operations 10 accordance with industry practice and plans to insure the risks W considers appropnate for
the Group's nceds and for s crcumsiances.  [nsurance cover will not be available for every risk faced by the Group, wctuding
MSAR® (aventory nsk

Although the Group beleves that 1t or its partners and counter-parties should carry adequate 1nsurnce with respect to us
operations 1 accordance with indusiry practice, e certan circumstances, the Group™s or the partner s and counter-parties
insurance may nol cover or be adequate to cover the consequences of such events. In addiion, the Group may be subject to
hability for poliution, or other hazards against which the Group or its partners and counter-parties may clect ot 10 1nsure
because of imgh premum cests or other reasons The occurrence of an event that 18 kol covered or fully covered hy insurance
could havc 2 materal adverse effect on the business, financial condihon and results of aperations of the Group The Group
matigaies this sk by ensuning that 1t complies wath regulations i the junsdictions 10 which 1t operaies and by ensuning that
employees and coatractors adhcre (o stnct codes of conduct,

Environmenial risks

The Group’s operations are subject to environmental nisks 1nhereat 1n the o1l processing and distribution indusiry The Group 1s
subject (o environmentai laws and regulauons 1in connection with all of us cperations Although he Group iniends 1o be 1n
compliance, tn alf material cespects, with all applicable environmeatal laws and regulations, there are certain nsks mhereat to us
activities, <uch as aceidental spills, leakages or other curcumstances thal could subject the Group (o extensive hability

Further, the Group may require appraval from the relevant authonues before it can undertake activities which arc likely to
impact the unvironment. Farlure to obtan such approvats may prevent or delay the Group from undertaking s desired activities
I'he Group 18 unabie to predict defintvely the uiTect of addittosal enviconmental laws and regulations. which may be adopied
the future, including whether any such laws or regulations would matenaflly increase the Group s cost of doing business, or
affect us operations in any arca. Ihe Group migates this ask by easuring comphance wath cavironmenta! legisiation tn the
Jurisdicuons in which it operates, and closely monstoning any pending regulation or legislauon to ensure compliance
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Directors’ Report (continued)

Currency sk

The Group repornts s financiad results i Sterling, while many contracts 1 the ail and gas industry are principally denominated
in United States Dollars. Fluctuations in exchange rates between currencres in which the Group operates may cause fluctuations
w s financial results and may bave an adverse cffect on tacome and/or asset values, The Group mingates this nsk where
possible by maintamning bank accounts denomnated in both Fures and US Dollars, and anticipatung 1n advance any significanl
foreagn currency transactions to ensure that the most beneficial exchange rates are obtained

No profit 1o date

The Group has 1acurred aggregate losses since 1ts inception and 1t 13 therefore aot passible to evaluate 115 prospecets based on past
performance  There can be no certatnty thet the Group wilf achieve or sustun grofitability or achieve or sustarn positive cash
Now from 1ts activities

Future funding requirements
The Group will need to faise addinonal furding to undertake work beyond that capable of being funded by its cxisting cash
tesaurces There 15 no certataty that this will be pessible at all or on aceeptable terms

Corporate and regulatory formalities

The conduct of petroleym processing and disinbution regquices compliance by the Group with numerous procedures and
formaliites 1n many duffcrent national junsdictions. It may not in sl cases be possible (© comply with or obtain waivers of all
such formatities

Economuc, polincal, judiewal, edminisirateve, taxation or other regulatory factors
the Group may be adverscly affected by changes 1n cconomic, polincal, judical, admimistrative, taxaton of other regulatory
factors, in the arcas 1n which the Group operates and conducts its pnnaipal activities.

Dwrectors® Laabilitics
Subject to the conditions set out in the Compames Act 2006, the Company has arranged appropriate Dinectors” and Officers”

insurance ‘o indemndy the Directoes against lrabelity 1in respect of procuedings brought by third parties  Such provisions remain
in force at the date of this repornt

thsclosure of Information to Auditory

So far as cach person who was a Director at the date of approving this report 15 aware, there 1+ no relevant audu information,
be:ng information needed by the auditor in connection with prepaning (s report, of which the audnoe s utaware. Flaving made
enguines of feliow Mrectors and the Group's auditors, each Director has taken all the steps that he 1 obhiged to take as a

Iirector tn order 1o have made mimsell aware of any relevant avdit tnformation and to establish that the auditor 1s aware of that
nformation.

Re-appointment of Anditors

In accordance with Secnion 489 of the Companmes Act 2006, a resolution o re-appaint Crowe Clark Whitetall 112 will be
proposed at the nex1 Annual General Meeung,

Board Committees

Information on the Audit Commettee and C
Annual Report on pages 18- 19

T won e ¢ 15 mcluded 10 the Corporate Governance section of the

Annnal General Meeting
[he Anrual General Meeting will be held on Monday, 12 December 2011 as stated 1n the Notice, which acenmpamies this
Annual Report

By order of the Board

Q.

Aundrey Clz
( ompany
21 October 2
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Statement of Directors’ Responsibilities

The Durectors are responsible for prepaning the Directors’ Repont and the finangial vatements in accordance with applicable faw
and regulabions

¢ ompany law requires the directors to prepare financial statemeats for each Gnanceal year Under that law the Directons have
elected 1o prepare the financial stalements in accordance with International Financial Reporting Standards (IFRSs ) ns adopted
by the EU and applicable law

Under company law, the Directors must not approve the inancial statements unbess they are <atisficd that they give a true and
farr view of the <tate of affaies of the Company ang the Group and of the profit or loss of the Group for that period In prepanng
these financial statements, the directors ase requered to

select suitable accounung policies and then apply them consistently,
make judgments and accounnng estimates that are reasonable and prudent,

®  state whether applicable accounung vlandards have been followed, subject to any matenal departures disclosed and
explained i the financial statements,

*  preparc the financial statements on the going concern basis unless 1t 15 mappropnate to presume that the company
will conttnue in business,

The Dircctors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company's
transactions and disclosc with reasonable accuracy at any time the financtal position of the Company and cnable them o ensure
that the finascial sta.ements comply with the Companies Act 2006 They arc also responsible for safeguarding the assets of the
Company and heace for taking reasonable steps for the preveation and detection of fraud and other irregulanines,

Ihey are further responsible for ensunng that the Report of the Directors and other information included i the Annual Repon
and Financial Statements s5 prepared m accordance with apphicable law 10 the United Kingdom

The maintcnance and integrnty of the Quatnse Iudls Internatonal ple web site 15 the responsibihity of the Dircctors, the work
camed out by the audiors does not iovolve the consideration of these matters and, accordingly, the auditors aceept no
responsabilsty for any changes thal may have occurred 1a the accouats since they were inibially presented on the website

lLegislation . the United Kingdom governing the preparation and dissemination of the accounts and the other information
included 1 annual reports may differ from legustation i other junsdictions.
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Report on Directors’ Remuneration
Key Management Remuneration

The Compensatton Commttiee of the Board of Directors 15 responstble for determiming and reviewing compensation
armangements for all key management personnel, regarded as the cxecuuve Directors and Officers of the Group The
Compeasatien Commmttee assesses the appropriateness of the nature and amount of emoluments of such officers on a periodie
basis by reference to relevant employment market condiions with the overall objective of casunng maximum stakeholder
benefit from the retention of a kigh quahiy Board and exceutive team

To assist i achieving these objectives, the Compensation Committes hnks the nature and amounl of key management
remuneration to the Companys financtal and operauonal performance.

Detndds of the nature and amount of each clement of the emoluments of each member of Key Management foe the year ended 30
hine 2011 were as follows

Short-term Past. Crxher  Tcrmination (rher Total lotal

employee  cmployment  long-term benefits benefils Juoe 2011 June 2010

Durecior benefits bencfits bencfits £'000s £'000s £'000

£ 000 £ 000s L 000s E'000s

lan Will:ams iz - - - - 32 9
ltemant Thanawala 28 . - - - 28 8
Jason Miles 180 2 - - - 182 137
tan Duckels 30 - - - - 30 23
Laurence Mutch 32 - - - - 52 23
G William Towe 132 5 - 154 - 291 200
Dilipkumar $hah - - - - - - -
Tota} AB4 7 - 134 - 645 0

Unttl 30 Junc 2011, tan Wilhams and Hemant Thanawala provided services to the Company through a service agrement with
International Energy Services Limited ("IRSLT), which s a reloted party On 21 August 2009, an amendment to the terms of (his
agreement was agreed between the pariles whereby ne fees would be leveed to QFT for the services of lan Willilams and Hemant
Fhanawala from 1 September 2009 to 31 December 2010 From 1 January 2011 w0 30 June 2011, a fee of £10,600 per month
was levied by {FSL. to QF | for the services of lan Will:ams and Hemant Thanawala.

I ffecuve from £8 October 2014, Jason Miles assumed the rele of non-executive director and levies £1.333 per month to Q1 for
s services. In addition, effective from | September 2011, Jason Miles ceased to be a direct employee of QUT and 1 instead
employed on & contract basis.

On 18 Auvgust 2010, G Wiktham Howe resigned from the Board ot QFTL Per ihe Compromise Agreement dated 4 October 2010,

Mr Howe recerved £99.855 as the balance of his contractual eatilement An additional ex-graia payment of £54 000 was
awarded to Mr Flowe

Share Options Grasoted to Directors

None of ke Directors were granted or exereised options dunng the year

Recoaciliation of Share Options Granted to Directors

30 June 2011 30 June 2010

Number of share Number of share

options oplions

As at | uly 160, 000,000 20,000,600
Giranted during the year - -
As at 30 June 20,000,000 20 000,000

The market price af the Company's shares at the end of the reporing penod was 5 Op (2010 2 BEp) and the range duning the
vear was 1.67p o £0.57p (2010: 2.00p 10 6 10p) per share.

[an Duckels
¢ hairman of 1he Compen<anon ( vmmittee
21 October 2011
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Corporate Governance Statement

As the Company 15 ltsied on the AIM Market of the London Stock Exchange, 1t s not required to comply with the provisions of
the UK Corporate Gaverrance Code, (the “Code™) effective 1 July 2010 1lowever, the Board 15 committed to the high standards
of good corporate governance embodied 1o the Code and seeks o apply the principles of the Code where practicable for a
company of Quadnse’s s1ze and complexity

Board of Directors

The Beard 15 responsible for the durection and overali performance of the Group with emphasis on policy and strategy, finanaial
results and major operational issues

he Code recommends that at leust one-third of Board members should be non-executive Directors Dunng the year, the Board
compnsed the executive Charman ard Finance Directar a3 executive Directors and three non-executive Dircctors who arc
independent of management In sddition, Jason Miles, an exccutive Director of QIL, also assumed a non-executive role in the
Company

Dunng the year, the services of the Lxecutive Chairman and the Finance Director were secured through a contract for services
with [nternational Energy Services Limited, a related party

Al cach Annual General mecting, one third of the Directors who are subject 16 retirement by rotation shall retire from office
provided that tf their number ts more than three, but not a multiple thereof, then the number ncarest to but not exceeding onc-
third shall retire

Appropniate Dnnctors” and Officers” habiduty insurance has been arranged by the Company

Mectings of the Board of Directors

The Board meets at least four times a year after all relevant informaton has beea circelated w good tme, (o discuss a formal
scheduled agenda covering key areas of the Group’s affars imcluding operational and financial performance and quarterly
management ACCOUNS.

All members of the Board are expected 10 atiend Board Meeungs, which are scheduled (o advance, and full aitendance was
achieved throughout the year

Aundit Commuttee

Dunng the year, the Audit Commitice comprised two nen-executive [hreclors and was chared by Laurence Mutch. The
charman of the Committee provides o wnitten oc detaded verhal report as necessary of cvery Audit Commitice meeting at the
next Board Mecting.

The Audit Commuttee, which meets 4t least twice a vear, 15 responsible for keeping uader review (he scope and results of the
audit, its cost effectivincss and the independence and objectnaty of the auditors Due to the size of the Company, there =
currently no wmternal audut funcuon although the Audit Commutice has oversight responsibility for public reporuing and the
Company’s intcrnal controls

Other members of the Board, as well as the audiors, are wavited to attend the Audit Comsuttee mectings ay and when
appropnate

Compensation Commuitee

lan Duckels chatred the Compensation Committes duning the year and ity other member s Laurcnce Mutch  The chairman of the
Committce provides a wniten of detailed verbal report as necessary of every Compensatian Committec meeting at the next
Board Mceting.

e Compensation Commutzee, which meets at least twice a year, s responsible for considering the nomuneration packages for
cxecutive Iirectors and the bonus and share option strategy for the Group and making recommendations as appropnate

The Compensation { ommuttee 15 als responsible for reviewing the performance of the exceutive Directars and easunng that
they are faurly and responsibly rewarded for thewr individuat contnbutions to the Group’s overall performance. he Committee’s
scope extends 1o al) remuneration of Directors including bonus and share gphions

None of the Commitice members has any day-to-day iavolvement 1a runming the Company ard no Director parucipates 1n
discussions about s own remuneration

UK Hribery Act 2010

Ihe Board s currently considenng the implications of the UK Bnbery Act 2010, which came anto effect on 1st July 2011 and
will ensure that iis pobietes and procedures fully address the requirements of the UK Bnbery Act 2010
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Internal Control

The Board 1s responsible for the effecuveness of the Group's internal control sysicen and 15 supphied with nformation 10 enable
11 10 discharge s dunies. Internal control systems are desigaed to meet the particular needs of the Group and to manage rather
than chmnate the nsk of failure to meet business objectives and can only provide reasonable and not absolute assurence agains
matenal pusstatement or boss.

Laureace Viutch
Chairman of the Audit Committec
21 Octaber 2011

10 o) -
e
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Indegendent Auditors’ Report to the Shareholders of Quadrise Fuels international plc

Woe have audited the financsal statements of Quadrise Fuels Intemnatronal Ple for the year ended 30 June 2011 which compnse of the Group
Statement of Comprehensive Income, the Graup and Parent Company Statements of Financral Positions, the Group and Parent Company Cash
Flow Statements, the Group and Parent Company Statements of Changes i Equity and the related notes numbered 1 to 30,

The financial reportng framework that has been applied m their preparation 1s appliceble law and Internztional Financial Reporting Standards
(IFRSS) 25 adopted by the European Union

Thus report is made solely to the company's members. as a body, i accordance with Chapter 3 of Part 16 of the Companies Act 2006 Qur audat
wark has been undertaken so that we mught state to the company's members those maners we are required to siate to them n an auditor’s repont
and for no other purpase. To the fullest extent permtted 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.

Respectlve responsibilities of directors and suditors

As ¢xplaned more fully 1n the Statement of Directars’ Responsibilitses, the directors arc respensible for the preparation of the Financial
statements and for bemng satisfied that they give a true and fair view Qur responsibility 15 (o audit and express an opinion on the financial
statements 10 accordance with applicable law and International Sundards on Auding (UK and [reland) Those standards require us to comply
weth the Audwing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit mvolves cbtaimng evidence about the amounts and drsciosures i the financial statements suffictent to grve reasonable assurance that
the financial statements are free from material misstatemant, whether caused by fraud or crror This ncludes an assessment of whether the
sccountng policies are appropnate to the company’s circumstances and bave been consistently apphed md 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 financsal and noa-financial mformation m the Directors’ Report and any other suround mfommation to wentify
matenal mconsistencies with the audited financial statements IF we become aware of any apparcat matenal missfatements or inconsistencics we
consider the smplications for our repert

Opsion on financial statements
Int our opimon,

e the financial statements give a true and far view of the state of the group’s and of the paren! company's affurs as at 30 June 201 and
of the group's loss for the year then ended,

+  the financial statements have been properly prepared m accordance with IFRSs as adopted by the European Union; and

e the financial staterents have been prepared m accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Compantes Act 2006
In our opisca the formation given in the Dircctars’ Report for the financial year for which the financial statements are prepared 15 consistent
with the financial statements

Matters on which we ore required to report by exception
We have nothing to report 1 respect of the following matters where the Companies Act 2006 requires us to report (0 you 1f, 1n our opimon

»  adequate accountmg 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, or

«  the parent company financial statements are not m sgreement wuth the accounting records and retums, or

s cortam disclosures of duectors’ remuneration specified by faw are not made, or

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

AR ——— —

Robin Stevens

Semor Statutory Auditor

For and on behalf of

Crowe Clark Whitehill LLP
Statutory Auditor

St Bnde's House
10 Salisbury Square
London EC4Y 8EH

Date: 21 October 201§

Note The mamtenance and integnty of the Quadnse Fuels International Ple websute 18 the responsibility of the directors: The work carmied out
by (he muditors does not involve constderateen of these matters and, accordingly, the audutors accept no responsibiiy for any changes that may
have occurmed to the financial statements since they were initially presented on the website Legistation in the United Kingdom governing the
preparation and dissemunation of financial statements may differ from legisiation in other junsdictions

=T
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Consolidated Statement of Comprehensive Income

For the year ended 30 fune 2011

Notes Year ended Year endedd
30 June 2011 30 June 2010
£000 £000
Contipuing operutions
Other income 5 a5 67
Raw matenals, consumables, transportation, tank rentai and analysis (10)
“OnIS
Amortisation of intangible assets L4 (1,368) (2,637}
tmpairment of intangible assets 14 (716) (176)
Impasement of available for sale investments 15 (2,708) -
(hher administration cxpenses £1,830) (1,177)
toretgn exchange (loss)/gan M 03
Operating loss 6 (6,604) (3.860)
{inance conts 9 (35) 3)
Finance wncome 16 17 45
Loss before tax (6,642) (3.818)
{axation 1§ 51 {131)
Loss for the year from cootinning operations (6,591) {3,049}
{}ther Comprehensive Income
Changes m fair value of available for sale imvestments (934) 4,797
(ther comprehensive (Joss)income for the year net of tax (934) 4,797
Total compreheasive (loss)income for the year {7,525) 848
1.sy for the year attnbutable 1o
Owners of the ( ompany (6,526) {3 949)
Non-controlling interest (65) -
‘Totat comprehensive income / (loss) attributable to
Owrers of the Company (7.460) 848
Non-controlling interest (65) -
Loss per share - pence
Basic 12 (1.19p (0 86)p
hiuted 12 (1.19)p (0 B6)p
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Consolidated Statement of Financial Position

Company No. 05267512

As at 30 June 2011
Notes Asat As al
30 June 2011 30 June 2010
£000 £°000
Assets
Non-current assets
Property, plant and cquipment 11 9 -
Intangible assets 14 6.748 8.832
Avaluble for sale investments 15 R.26% E1,269
Non-current assels 15.026 20,11
Current assets
Cash and cash cquivalents £7? 3,962 1,634
Trade and other receivables I8 195 212
Prepayments 435 0
Current assets 4202 1,876
TOTAI ASSETS 19,228 21,977
kyuity and babilities
Current liabilities
‘Trade and othcr payables 19 148 127
_Caurrent liabilities 148 127
Fquity attnbutable to equity holders of the parent
Issued share capatal 21 7.218 4617
Share premium 21 55,780 53634
Revaluation meserve 2 1,429 5,361
Share option teserve 22 L009 1.00%
Reverse acquisiion reserve n 512 522
Accumulated Josses (49,821) (43.295)
Total shareholders’ equity 19,144 21 850
Non-controlling interests 64 -
TOTAL EQUITY AND LIABILITIES 19,228 21,977

The financial stalements, accompanying polictes and aotes 1 10 30 (forming 4n integral pan of these financial statements), were
zpproved and authorrsed for 1ssee by the Board on 21 October 2011 and were signed on its behalf by

Wilhams
{ hasrrmag

<7

H. Thacawala
Finance Drrector
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Consolidated Statement of Changes in Equity
For the year ended 30 June 2011

Attnbutable to owners of the parent

Share Heverse Noo
Issned Share Revaloation opticn  acqguisition Accumulated controiling Tetal
capital preminm reserve reserve reserve losses Total interest equity
£'008s £°000s £7000s £°000s £°0003 £000s  £'000s £000s £°000=
1 July 2009 4617 33,634 566 §,009 522 (39346) 21,002 - 21,002
Loss for the year - - B - - (1.949)  (3,949) - (3,949
lotal
comprchensive loss - - - - - (3.949)  (3.949) - (3,94%)
for the year
1air value - - 4,797 - . . 4,797 . 4,797
adjusiments
10 June 2010 4,617 53,634 5,363 1,009 522 (43,295 21850 . 21,850
1 July 2010 4,617 53,634 5,363 1,009 522 (43,295 21,850 - 21,850
[.oss for the year - - - - - {6526} (0,520) (65) (6,591)
Faur vatue - - 939 . - . (934) - {934)
adjusiments
Cotal
comprehensive loss ) ° (934 N ) (6.526) (7,460} (65) (7.525)
for the year
MNew shares issucd 2,608 146 - - - - 4,754 4,754
[hsposal of non- - - - - - - - 1 1
controlling interests
witkout change 1n
control
36 June 20K 7225 35,780 4,429 1,009 522 (49,821) 19,14 (64) 19,080

T or an explanation of the nature and purpase of other ceserves cefer to note 22,
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Consolidated Statement of Cash Flows
For the year ended 30 Jure 2011

No Year ended Yecar caded
tes 30 June 2011 30 June 2019
£'000 £000
Operating activities
[.oss before tax ftom conuruing operations (6,642) (3.818)
Finance costs 9 55 3
Finance income 10 [1¥4] {45)
Other income — QCC warrants 5 [§}] (25)
Amorhisation of imtangible asscts 14 1368 2,637
[mparrment of ntangible assets 14 716 176
impairment of avalahle for sale investments 15 2,705 -
Working capital adjustments
Decrease/(tncrease} n trade and other receivables 7 (26)
Incriase 1n prepayments (15)
{ncreasci{decreasc) 1a trade and other payables 2t (188)
_Cash utilised In operations (1,793} {1 286)
Tinance costs 9 (55) (]
Taxaiton receryed 11 51 -
Net cash oniflow from operating activities (1,797 {1,289)
Investing activities
Finance income 10 17 45
Purchase of Fixed asscts 13 (L] -
Purchase of available for sale secunites 15 (637) -
Nct cash mflow from investing activities (629) 45
Finanang Activities
{ssuc of ordinary share capual 21 4,754 -
Net cash wflow from finacclog actinities 4,754 -
Net increase /(decrease) wa cash and cash equivalents 2328 (1,244)
Cash asd cash equevalents at the beptnntng of the year 17 1,634 2,878
Cash and cash eqmvalents at the end of the year 3.962 1,634
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Company No. 05267512
Company Statement of Financial Position

As at 30 Junc 2011
Asat As at
Notes 30 june 2011 30 June 2010
£°000s £'000s
Assets
Nom-current assets
Avaslable for sale investments 15 8,269 1134
Investmenis 1n subsidianes L& 13,122 21 624
Noo-currcnt assets 21,391 22,758
Current assets
€ ash and cash equivalens 17 1,896 1,634
Trade and other receivables 18 177 282
Prepayments 32 30
Current assets 2,108 1,876
TOTAL ASSETS 23,49 24,634
Fquity and liablities
Current liabilities
Trade and ather payables 19 92 127
Current kabilities 92 127
Equity attnbatable to equity holders of the parent
Lssued capatal 21 7225 4617
Share premium 22 55,780 53.634
Revaluanion reserve 3 53 556
Share option reserve n 1,009 1,069
Accumulated losses {41,141) (35.309)
Total sharcholders’ equity 23,44 24 507
TOTAL EQUITY AND LIABILITIES 23.496 24,634

The financial vtatements, accompanying pol:cies and notes | 1o 31 (forming an integral part of these financial starements), were
approved and authorsed for 1ssue by the Board on 21 October 2011 and were signed on its behalf by

e

f’-_—_ .
L Williams H. Thanawala
{Chairman I'inance Director
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Company Statement of Changes in Equity
For the year ended 30 June 2011

Accamutated [sxmed Skare  Revaluation  Stare option

lasses capital preounm reierve reserve Total

£000s £000s £000y 0008 £000s £7000s
1 July 2009 {34,250 4,617 33634 566 1,009 25.576
Laoss for the year {5,0%9) - - - - (1,059)
Other comprehensave losy - - - (10} : (n
Total comprehensive loss for the year (1,059 - - €y - (1,009)
30 Juoe 2010 (35,509) 4,617 53,634 556 1,009 24,507
1 July 2010 (35,309) 4,617 53,634 556 1,009 24,307
Loss for the year (5832} - - - - (5.832)
'air value adjusiments - - - 25) - (25)
Total comprehensne loss for the year (5.832) - - (25) - (5.857)
New shares issucd - 2,608 2146 - 4,754
30 June 2011 (41,1:4) 7228 55,750 531 L,00® 23,404
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Company Statement of Cash Flows
For the year ¢nded 30 June 2011

Year ended Year ended
30 Jupe 2011 30 June 2010
Notes £'000s £ 006
Operating activitics
Loss before tax from conunuing operantoas (5,883) {928)
Finante costs 9 55 3
Finarce income 10 (1%} {43)
Other income - QUC warrants 5 (m {25)
Impairment of available for sale secuntes 15 4,565 -
Workng capital adjustments
Increase in trade and other recervables 35 (19
Increase 1n prepayments (2} -
Increase/{dectease) in trade and other payables (35) {186}
Cash utilised 1n operatioas (1,283 (1.200)
Finance cusls 9 (55) 3)
Taxauon received 1t 51
Net cash outflow from operating activities (1,287 {1,203)
Investing activities
l'inance incofte 10 17 45
Purchase of available for sale securtties 15 zL -
{ aputal contnbution to subsidiary (2,000} -
[.oan to subsidiacy (1,202)
Net cash inflow from investing activities (3,206) 45
Financing Activitics
Issue of owdinary share capital 21 4,755
Net cash inflow (rom (inaccing activities 3,735
Net decreasc 1o cash and cash equivalents 262 {1 158)
{ash and cash equivaleats at the beginning of the year 17 1,64 2,102
Cash and cash equivalents at 30 June 2011 1,896 1,634
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Notes to the Group Financial Statements

1. General [nformation

Quadrise Fuels Internanional plc (*QI 17, ~Quadnse™ “Company™) and us subsidiames (together “the Group™) are cngaged
principally in the manufacture and marketing of emulsified fuel for use 1n pawer gencrauon, industrial and mannc dicsel engines
and steam generanon appiications, The Company's ordinary shares are listed on the AIM market of the London Stock Exchange

QF, the legal parent company, was incorporated on 22 October 2004 as a himited company under UK Company Law with
registered number 05267512, [t 1s dornzetled at, and ts registered at, Parnetl House, 25 Wilton Road. London SWIV 1YD)

2 Summary of Significant Accounting Polices

The Board has reviewed the accounting policies set out below and considers them to be the most appropriate to the Group s
business activities.

(2 1) Basis of Preparation

The financial statements have been prepared in accordance with International Financial Reporting Standards (“IIRS™) as
adopted for use by the Furopean Umon, and uffective, or wsued and early adopted, av at the date of these stalements, The
financial stalerments have been prepared under the historieal cost convention as modified for financial assets camed at fair value,

As a1 the date of approval of these financial statemeats, the following standards and Itierprétauons, relevant to the Group's
operations, were (0 issue but nat yet effective

11 RS 9 - Finanaal Instruments {not yet adopted by the LU)

IFRS 10 ~ Consolidated Finantaal Statements

IERS LT —Jount Armangements

IFRS 12 - Ensclosure of [nierests in other enuticy

IFRS 13 - Fair Value measurement

1AS24 — Related party disclosures (revised 2009)

Amendment to LAS32 — classilication of nghts issue

IFRIC 19 = Lxtinguishing finanaal habilines with equity instruments
Amendment to IFRIC 13 - Prepayments of Mimmum tunding Requirement
improvements to [FRS 1ssued May 2010

Amendment to I[FRST ~ Financiat (nsiruments Disciosures
Amendment to IAS12 - lncome laxes

Numerous other minor amendiments 10 standards have been made as a resuli of the JASB's anrual improvement project

The preparation of finzncinl statements 10 conformity with [FRS accounung principtes requares the use of estumates and
assumptions that affeet the reported amounts of asscty and habilities gl the date of the financial statements and the repored
amounts of expenses dunng the reporting peniod  Akhough these cstimates are based on managemeni’s best knowledge of the
amount, event or achions, actual results uitimately may differ from those esumates.

The directors do not anticupate that the adoption of these standards and imcrpretations will bave 1 matenal impact on the
financial Statement in the year of intuial application.

{2.2) Basly of Consolidation

The consolidated financial statements incorporate the financial statements of Lntities controfled by the Group as at 30 June 201 |

All inter-company balances, transactions, income and expensas and profits and losses resutting from tatra-group transactions are
chminated on consolidation  Substdianes are fully consohdated from the date of acquisiion, being the date on which the Group
obtains conteol, and cantunue 10 be consolidated until the date that such control ceases. Accosnting policies of subsidianes are
consstent with those adopted by the Group

Control is normally evident when QFT, or a company which 11 conteols, owns more than 50% of the voung nghts of a company s
share capital [nvestments where the ( ompany holds less than 209, or i more than 20% 1s held then there 18 no wigmficant
influence held, are accounted for on a fair value basis 1o accordance with LAS 39 and are held as invesiments available for sale

Non-controlhing interests at the balance shoet date, being the poriton of the net assets of subsidwaires aitributabie oy eyuity
interests that are aot owned by the Group, whether directly or indirectly through subsidianes, are presented i the Consolsdated
Statement of Itnuncial Position and Statement of Changes in Lguity within equity, scparately from wquity attnbutable to the
cquity holders of the group Non-controiling interests e the resulis of the Group are presented on the face of the Consolidated
Siatement of Comprehensive Income as an allocation of the total profit o loss for the year betwesn non-controlling interests and
the equity holders of the Group

Where losses applicable to the minonty exceed the non-controlling interests 1n the equity of the subsidiary, the excess, and any
further losses apphicable to the minonty, are charged agains: the Group's 1aterest except 1o the uxtent that the minonty has a
hiading oblsgation 1o, and r~ able o, make addiuonal investment to cover the losses. [f the subudiary subsequenily reports
profits, the Croup  iicrest 15 allocated afl such profits until the minonity < share of losses previously absorbed by the Group has
been reconered
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(2.3) Changes in Accounting Priaciples and Adaption of New and Revised Standards
I'he accounting pohicics adopted ar, consistent with those of the previous finascial year There have been no new of revised
standards of interpretations duneg the year which have had an impact on the financial information of the Group

{2.4) Significant Accounting Estimates and Assumptions
In the process of applying the Group’s accounting policies, management has made the followang judgments, apart from those
tnvolving estimatians, which has the most significant effect on the amounts recogmsed o the financal statements

*  Deferred Tax Assets - Deferred tax assets are recogarsed for all uaused tax losses to the extent that o 1s probable that
taxable profit wall be avaifabte against which the losses can be unlised Sigmificant management judgment 1% required to
determuine the amount of deferred 1ax assets that can or cannot be recogmised, based upon the likely uming and fevel of
future taxable profits together with the fuwre tax planning strategies The carrying value of unrecognised tax losses at 30
June 2001 15 £7 8m (2010 £27 4m) Funher details are given 16 Note 11

The key assumptrons concerning the future and other key sources of estumation yncertainty at the statement of financial POMLON
date that have a sigmificant fisk of causing 2 matenal adjustment 1o the carrying amounts of assets and habilities 1n the next
financial penod are discussed below

* [Iotangble Assets — The Group tests intangible assets annwally for impairment or more frequently if there are indications
that they might be impared  Fhis requires an estimation of the vatue 1n use of the intangidles. Estmating the value 1o use
requires management to make an estimate of the expected future cash flows from the intangible assets and also to choose a
sutable discount rate n order to caleulate the present value of those cash flows The recoverable zmount of inangible asses
at 30 Junc 2011 18 determined to be £7 Om (2010 £8 8m) [urther detals are gaven in Note 14

T'he combimation of nghts secured under the AkzoNobel Alliance Agreement, together with other unpatented technologics,
todustry know-how and trade secrets, 15 an intangiblc asset with a finste ife  Duning the currens year a two year extLnsion
to the termination clause of Lhe AkzoNobel Alllance Agreement was agreed resulting in AksoNobel or Quadnse being able
1o terminate the agreement, at 12 months notice, at sny tme after 20 December 2013 ‘The Directors have accordingly,
amortised this intangihle asset over the remamng hfespan of the extended agreement The amortisalion of this intangible
has resulted in a non-cash charge of £1 4m (2010 £2 7m) to the statement of comprehenstve tncome for the year ended 0
June 2011 I this change i the amorisation pertod had not been applied, the amomsauon charge for the ycar would have
heen higher by £1,602k (2080 £333k)

*  Avaiable for Sale Investments — The Group reviews the fur value of 1ts uaquoted cquity instrumeats 4t each statement of
ftnancial position date. This requires muragement (0 make an esttmate of the far value of the snguoted secunties in the
absence of an acuve market Uncenainly also exists due to the carly stage of development of cortam of the snvestments.
The faur value of available for sale mvestments at 30 June 2011 1 determined to be £82m (2010 £11 3m) Further detals
are given in Note 15

(2.5) Revenue Recognition

Revenue 1s recognised 1o the oxtent that st 1s probable that the economie benefits will flow to the Group and the revenucs can be
reltably muasured Revenuc 15 recogaised at the fair valuc of the consideration received, excluding discounts, rebates, and other
sales taxes or duty Ihe following recognition cnierea must also be met before revenue 15 recogmised

Sale of goods
Revenue for the sale of goods 1~ recognied when the significant risks and rewards of ownership of the goods have passed 1o the

buyer

Interest income
Revenue 15 recognised as infurest accrues.

Dividends
Revenue 13 eecognised when the Group s nght (o receve the payment 1+ established

(2.6) Forelgn Curvencies

The Group financial statements are presented i sterling, which 1s the Company™s functional and presentation currency |.ach
cntety n the Group determines its own functional curnecy and ttems included 10 the financial statements of cach entity are
measured vsing that funcnonal cusrency  Transactions in forergn curvencics are winally recorded using the functional cumency
tate rubing at the date of the transacion Monetary assets and habilities denominated in foreign cunrencics are re-translated at the
functional currency rate of Lxchange ruling at the statement of financial pounon date Aoy resulting exchange dsfferences arc
included 0 the statement of comprehensive come Non-monetary «wums measured at fur value 1 a forergn cumeacy are
translated using the exchange rates a1 the date when the fair value was determined
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‘The following exchange rates arc used 1o the Group's major currencies.

Pos 1¢ gt 3 Comprehensiys Income
June 2011) {avetage rate throughoyt
ihe Ginancial vear)
United States usp 1 60180 1.59040
Canada CAD 1.56410 139230
Switzerland (HF 133410 {51790
Furope 1UR 111310 1 16730

(2.7) Finance Costs

Finance costs include tnterest charges and other costs incurred 1n connection with the botrowang of fuads and are cxpensed as
incurred Interest and costs are accounted for on the accruals basis and are recognised through the statement of comprehensive
tncome tn full No interest or borrowing costs kave been capiahised

(2.8) Business Combinations
Acquesition of subsidianes 1 accounted for wsing the purchase method. The results of busuncesses acquired are consohidated from
the effective date of auqsiion, whereby upon scquisition of a business or an 2ssociate, net assets are stated at fair value

On 18 Apnl 2006, Zareba ple (renamed Quadnse Fuels Interrational pic) became the legal parent of Quadnse [nternational
fammited 0 a share-for share raasaction Due to the relative size of the compames, the sharcholders of Quadrise Internauonal
Limited became the majority shareholders of Quadnse Fuels Intumational ple Accordingly, the substance of the combination
was that Quadnse International Limited acquuired Quadnise |uels Internattonal plc and 15 sherefore accounted for as a revere
acquisition under FRS 3

The comseyuence of reverse acquisibon sccounung 1s that ihe approphate comparauve tnformation for the Group v that of
Quadrise Intemmational Limited and its controlted subsidianies, accounts for which have been previously presented and lodged for
the penod ended up o and nctuding 31 December 2005 Quadnse International Lamited emaned dorment unul 8 Apnlk 2006
and, accordingly, Group comparatives were nol disclosed an the consolidated financial statements of the annual report at the ume
of the business combination.

Quadnse Tuels [nternational ple had no wigmificant assets, latnhines or conungent hiabihites of its own at the tme that the
husiness combenation took cffect.

{2.9) Intaomble Assets

Intangible assets acquired separately are measured imuatly at cost. The costs of 1atangible assets acquired n a business
combination are measured at the fur value as i the daie of scquisizon Following wutsal recogninon, mtangible assets are
carried at cost iess any accumulated amortisation and accumulated impasrment loss,

Intangible assets with finite lives arc amortsed over the useful cconomic life and assessed for smpairment whenever there (s an
tndication that 1he intangible asset may be imparred The amortisation period and the amosusation method for an intangible assut
wath a finite usefud hife are reviewed at cach financial year-cnd  Changes in the expected uscful hife o the expected pattern of
consumption of (uture economic benefits embodied 1n the assets are zccounted for by changing the amortisation peniod of
method, as appropriate, and ireated as a change 10 accounting estimate. The istangiblc assets of Ginite Iife are amortised over 93
months, The amortisation Lxpense on mwngible assets with firite lives 1s recogrised 1o 1he stateracnl of comprchensive inLome
1n the expenses category consistent with the function of the itangible assct

[nrangible assets with indefinite useful hives are tested for impaiment annually esther individually or a1 the cash-genrerateng uni
level Such mtangibles are aot amortised  Fhe useful life of an ntangible asset with an mdefinate hife 15 reviewed annually to
determine whether indefinite life assessment continues w he supportable and, if not, the change 10 the usefu! hife assessment
from dcfinite to finite 15 made on & prospectve bass

(2 10) Property, plant and cquipment:

Property, planl and equipment 15 stated at cost less accumulated depreciation Depreciation is caloulated vang a straight hine
method with an allowance for estimated residual valees, Rates are deicrmined based on the esumated useful fives of the assets as
follows

Plant and equipment 4 to 40 years

Addinons to property, plant and cquipment are compnsed of the cost of the coatracted services, direct abour and materials
Depreciation commences i the month the asset iy placed in service

(2 11) Financial [nstrumeats

Financial assets and liabilities are recognised in the Group s statcrnent of financez! position when the Group becomes a party 10
the contractual provisions of the instrument The Group currently does not use denivative financial intruments to manage or
hedge Gnanciat exposures or liabilnses

{2 12) investments and other Financial Assety

Binancial assets are claswfied as cither financial assers at fair value through profit and loss, logns and recervables, held to
matuniy investmonts or available for sale financial asscts, as appropriate When financial assets are recognised tmtrally, they are
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at fair vatue The Group determines the classification of its financial assets at totsal recogaition and, where allowed and
appropnate, fe-¢valuates this designauon at each financial year-end

All regular way purchases and sales of financizl assets are recogmsed on the trade date being, for example, the day that the
Group commits to purchase the asscl. Regular wav purchases or sales of financiai assets are thowe that require delivery of assets
within the penod generally establshed by regulauon or convention in the market place

Financial Assets at Fair Value through Profit or Loss

A finaneral asyet 15 classified at farr value through profit or loss if 11 1s classificd as held for trading of 1s designated as such upon
wuuat recogmtion  Einancaal assuts are designated at fawr vatuc through profit or loss of the Group manages such tnvestments and
makes purchase and sale decisions based on thewr fair value tn accordance with the Group s documented risk management or
investment strategy  Alinbulable tramsaction cosms are recognised in profit or loss as mwurred  §1nancal assets at fair vatve
through profit or loss are measured at fuir value, and changes therein are recognised tn profit or loss.

Financial assets designated at fair value through profit or loss compnse cquity secunties that otherwise would have been
classified as avarlable for sale

Investments in Subsidlanes
Investments i subsidianes are carhied af cost less impairment The Company tests investments annually fof impairment, of more
frequently if there are indications hat they might be impaired Impawment 1s based on the value 1n use of the subsidiaries.

Available for Sale [nvestments

Available for sale invesiments are those non-derivative financual assets that are dessgnated as avmiable for <ale or are not
classified as loans and recervables, held to matnty invesuments or financial assets at fair value through profit and toss After
whal recognition, avatlable for sale financial assets are measured at fair value with gains or losses being recogmsed as a
separate component of equity unuil Lthe investment 15 derecogmised or until the investment 15 determined to be impatred at which
tme the cumulative gain or loss previously reported in Lquity s included in the statement of comprehensive income.

Fhe fair value of investments that ase actively traded 10 organised financial markets s deterrmned by reference to quoted market
bid prices at the closure of business on the statement of financial posinon date. For investments where there 15 no active market,
fair value 13 determined using valuation tcchniques. Such techmgues inddude using recent arm’s length market transactions,
reference to the current market value, discounted cash flow analysis and option pricing models

(2,13) Impairment

Al each statument of finaneial position date. reviews are camed out on the carrying amounts of tangible and intangible assets (o
determine whether there ts any indication that those asstis have suffered an impairment loss. If any such irdication exists, the
recoverable amount of the asset 15 estimated tn order to determine the extent, if any, of the impairment loss, Where the assct
does not generate cash flows that are independent from the other assets, estimates arc made of the cash-gencrating unit 10 which
the asset belongs  Intangible assets with an indefinste useful life are tested for impatrment af least annually and whenever there
15 an indication thal the asset may be impaired

The recoverable amount 1 the hagher of fair value, less costs to sell, and value 18 use In assessing value m use, estimated future
cash flows are discounted to their present value using a discount rate appropreate Lo the specific asset or cash-generating umt  If
the recoverable amount of an asset or cash-generating unit 15 esumated to be less than its carying amount, the carrying amount
of the ass2t or cash-gencrating unit is reduced (0 115 recoverable amount  [mparment losses are recognised immedhately 1n the
statement of comprehensive income

(2.14) Cash and Cash Equivalents
For the pusposes of Lhe statement of cash flows, cash and cash equivelents comprise cash-in-hand bank balances, call money and
unrestricted hme deposit balances with 2 matunity of 90 days or less

(2 15) Trade and Other Recervables and Payables

Trade and other receivables and trade and other payables are 1niti2lly secognised at Cair value, 1 aur value 1s considered to be the
angindl invoree amount, discounted where matenal, for shon-term recewvables and payables. long term receivables and
payables are measured at amortised cost using the effectave interest rate method. Where recervables are denominated tn a foreign
currency, retranslation 15 made in accordance with the foreign cunency accounung palicy previously stated

(2 16} Derecogmition and Impairment of Financtal Assets and Liabihities

Financinl Assets

A financial asset 1s derecognised where

. the night 10 recerve cash flows from the asset has cxpired,

. the Group niams the nght 1o recerve cash flows from the asset but bas assumed an obligation to pay them in full without
matcnial delay o a third party under a pass-through arrangement; or

. the Group has transferred the nghts to receive cash flows from the asset, and

t  emher has transferred substantially all the naks and tewards of the asset or
w has neher transforred nor retained substanbally all the nsks and rewards of the asset., bui hes transferred control of
the assel

Financial Liabalities

A financial hability s derecognised when the obligation under the hiability 1s discharged or cancelled or expires Where an
existtng financial habbty 1s replaced by another from 1he same lender on substannally defferens terms, or the terms of an
exssting labilty are substantially modified, such an exchange or modification 15 treated as a dereongmiuion of the onginal
labshity and the recogmiion of o new Liability, and the difference 1n the respective camrying amounts s recognised in the
sfatement of comprohensive mcome
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{2.17) Taxaton

Curreat Tax

C utrent tax assets and liabtiies for the current and ponor periods are measured at the amount expected to be recovered from or
paid to the tax authonties. The lax cates and the 1ax laws used 10 compute the amount are these that are enacted or substantively
enacted by the starement of financiad position date.

Deferred Tax
Deferred income tax 14 recognised on all temporary differences arsing between the tax bases of assets and liabiluses and therr
carrying amounts in the financial <tatements, with the following exceptions

. where the temporary differcnce anses from the imibal recogrition of goodwill or of an asset or Lability in a transaction
that 1s not a busiacss combinauon and, at the nme of the transaction, affects aenher accounting nor taxable profit or less.
. 1n respect of taxahle temporary differcaces associated with investment 1 subsidianes, associates and joint ventures,

where the nming of the reversal of the temporry differences can be controlled and it 1 probable that the temporary
differences will not reverse in the foreseeable future and

. deferred 1ncome lax assets are recogmsed only (o the extent that i is probable thal laxable profit will be available ngainst
which the deductible tumporary diffurences, carried forward tax undits or 12x losses can be utihsed

Deferted income tax asscts and Liabilives are measured on an undiscounted basis at the 1ax rates that are expected (o apply when
the related asset 15 realised or Liabihy 15 seuled, based on tax rates and laws enacted or substantively enacted a1 the statement of
financtal positton date.

The carrying amount of deferred income tax assets 1s reviewed at each statement of financtal posation date Deferred income tax
assets and liabilitzes are offsct, only of a legally enforcement rrght uxasts to set off current tax assets against curtent tax habilitics,
the deferred sncome ixes related to the same taxatuon aythonty aad that authonty permus the Group 1o make 3 wagle net
payment

Income tax 5 wharged or credited direetly to cquity if w retates to items that are credited or charged to equnv Otherwase income
1ax 1s recognised n the statement of comprehensive income

{2 18) Fmployee Beaedits

Ihe Croup mantams vanaus defined conmbution plans tor providmg employee benefits, which confom to laws and practices
in the countnies concerned Ritirement benefit plans arc genemlly funded by contmbutions from both the employees and the
Comparies to independent entities {multi-employer plan) that opurate the retiremen beoufit schemes. Current service cost for
defined contnbunion ptans 13 equivalent to the employer’s coninbuuons due for that penod I'he Group s conttibutions [0 the
defined contnbution pension plans are charged to the siatement of comprehensive tncome in the year to which they relate.

(2 19) Share-based Payments

Employees {including Directors and sentor executives) of the Group receive remuncratien n the Form of share-based payment
transactions, whereby these individuals render servaces as consideration for cquity instruments (“equily settled transactions™)
IMese individuats are granted share option nights approved by the Board, which can only be settled 1n shares of the respective
companzcs that award the cquity-setiled ransactions  No cash scttied awards have been made or are planned

Ihe cost of cquity-settled transachions 1s recogmsed, tagether with a corresponding tnerease m egjuty, over the period in which
the performance and/or service condions are fulfilled, eading on the date on which the refevant individuals bucome fully
entitled 1o the award ("vesting point™). The cumulative expense recognised for equnty-setiled (ransactions at cach reporting date
untd the vesting date reflects the extent 1o which the vesting pertod has expired and the Group < best estimate of the number of
equity mstruments and value that will ulimately vest  I'be statement of comprehensive income Charge for the year represents
the movement 1 the cumulative cxpense recognsed us at the beginning and end of that period

The farr value of share-based remuneration 15 determined at the date of grant and recognised as an expense 11 the statement of
comprehensive income on a sirarght-line basis over the vesting pertod, Laking account of the estimated number of shares that will
vest The fair value 1s determined by use of a Hull-Whae Binomial model

(2.20) Scparately Disclossbie Hems

fems thal are matenal in size and unusual and infrequent 1n nature arc presented as separately disclosable riems tn the statement
ol comprchensive income or separately disclosed in the notes to 1he financial siatements  The Earcctors are of the opimon that
the separaie recording of these items provides helpful information sbout the (rroup™s underlying business performance

(2.21) Finauocial Risk Management, Recognition and Accounting

{he Group x muly-naten) eperations expose 1l (e a vanety of financial nsks that wclude the effecs of changes i forewzn
currency exchange rates, crednl nsks, equily securttes prices, bquidity and interest rates. The Group has in place o risk
management programme that seeks 10 limu the adverse effecs on the financral performance of he Group The Board has
approved the nsk management polictes applicd by the Group

These policies are implemented by central {irance thar prepares regufar reports to enable prompt identification of financiad risks
~0 that appropriate 2ctions may be aken The Group has 4 policy and procedurcs manual that sets out speific guidebmnes to
manage forergn exchange nsk, interest rate n<k, credss risk and the vse of financial wstruments (0 manage these No forward
hedging activitics are undertaken unless approved by the Board

(2 22) Financial Risk Vonagement Objectives and Policies

The QT bisiness model relies on bespoke contracts that do net contar any denvative financial instrements. The Group does not
enter nto any forward exchange rate contracts.
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The main financial nsks ansing from the Group s activitics are cash flow interest rate nisk, lquidity risk, forvign currency nsk,
price risk (fmr value) and credit vk The Board reviews and agrees policies for managing cach of these nsks and they are
summarnsed as

. Cash Flow Interest Rate Risk - the Group®s cxpasure to the risk of changes (n market interest raies relates primanly to
the Group s deposit 2ccounts with major basking insiitutions The Group s palicy 1s to manage (s iirest ncome using &
mixture of fixed and floating rate deposat accounts.

. Liquidity Rlsk - the Group rancs funds as required on the basis of budgeted expenduure and inflows. When funds are
sought, the Group balances the costs and benefits of cquity and debt financing. When funds are received they are
deposited with banks of high standing tn order to obtain market interest raes.

. Forelgn Currency Risk - the Group’s wigmificant operations are i the UK, however movements 1a the USD and CAD to
GBP exchange mates can affoct it financial results Cumently this nsk to the financial posiion of the Group 15 not
cansidered to be sigmificant to warrant hedging or other nsk managemenrt solutions.

. Price Risk — the carrying amount of the foliowing financial assets and labilities spproximate to thewr far value due o
thetr short rerm nature cash accounts, accounts recesvzble and accounts payable  Avatable for sale investments are
valued ot tair value based on recemt shareholder transactions or the underlying net asset base The Group monitors market
condiions regularly and constders the market conditions when buying or selling tnvestments.

. Credit Risk - with ruspect to credit risk ansing from other financial assets of the Group, which compnse cash and time
deposits and accounts recevable, the Group s exposure to credit nisk anses from defauit of the counterpany, with a
minimum exposure equal 1o the carrying amount of these instruments The credat nisk on cash 1s imited as cash 5 placed
with substantial financial institutions

(2.23) kvents After the | nd of the Reporting Penod

Post year-und cvents that provide addional informaton about the Group's position at the statement of financial position date
and are adjusting events are reflected in the financial statements. Post year-end events that are not adjusting cvents are disclosed
i the notes when materntal

(2.24) Segment Reporting

An operating scgment 15 a compenent of the Group that engages in business activities from which u may earn revenues and
wneur expenses All operating segments” operating resulis are reviewed regulurly by the chief operating decision maker, which 1s
the Board, to make deaisions abour resources to be allocated 1o the segrent and to asscss s porformance, and for which discrete
financial information 5 avalable

Segment resals that are reported to the Board include items directly atnbutable to a <egment as wzll as those that can be
allocated on a reasonable basis Unatlocated items comprise maialy corporate assets and head office expenses.

3. Going Concern
The Group’s business activities and financtal posibon, together with the factors likely to affect ns future development,
performance and position anc set out in the Chateman®s Statement

The Directors have camried out a ditailed assessment of going concem as pant of the financial reporting process, 1aking nto
consideration a number of mattess including the fundraising by way of the Placing and Open Offer announced on 8 March 211,
forecast cash flows, medium and long term business plans and cxpectations over timung of future revenues and reahsabthty of
i estments.

On the basts of this assessment, the Directors have concluded that 1t 1s appropnate 10 prepare the financial statements on o gonyg
cancem basis
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4.  Segmental Information

For 1w purpose of segmental infurmation the reportable operanng segment 1s deterrmned to be the busines segment. The Group

prncipally has two business segments, the results of which are regularly reviewed by the Board

. a busness to produce emulsion fuel {or supply the associated techrology to thind parties} as a low cost substiluie for

conventonal heavy fuel ait ("HFO™) for use 1n power generauon plants and industial and manne diesel engsnes and

. the holding of a portfohio of non-managed nterests

Informauion regarding the results of cach reportable segment 15 as follows

Business Segments
Year ended 30 Juoe 201} Noa-managed
Emulsion foel interests Total
£'000s £'000s £'000s
Revenue —sale to cxternal customers - - -
Sepment resull {2,766) (2,906) 15,672)
Unallocated net corporate cxpenses 932)
Operating loss (6,604)
I inance costs 55
1 tnance 1ncome 17
L.oss before tax (6,642)
Taxatson 51
Loss for the vear from continuing operations 6,591)
attribatable o equity holders of the Company
As at 30 June 2011 Non-managed
kmulsion fuel aterests Total
£000s £000s £000<
Assets and liabilities
Segment assels B854 8,269 §7,123
Unallocated corporate assets 2,105
Tota! assets 19,228
Segment liabilues 36 - 56
Unallocated corporate liabalines 92
Total liabudities 148
Other segment information
Amortisatton of inzangible assets 1,368 - 1,368
Impairment of intangible assets 716 - 716
Year ended 30 June 2010 Noa-managed
Emulsion fizel interesty Totat
£°000s £°000s £°000s
Revenne — salc to external customers - - -
_Segment result (3,177) 3 (3,144}
Unaliocated net corporate expenses {ie
Operaung loss {3,860}
Finance costs 3)
Finance iome 45
Loss belore tax (3,818)
Taxation (i3
Loss for the year from continning operations
aitributable to eguiity holders of the Company (3,94%9)
As at 30 June 2010 Non-managed
Emulsion ntercsts Totz)
£'000s £7000x £'000s
Assets aod liahnlities
Segment assets 9,022 11,269 20,291
Unallocated corporaie assets 1,686
Total assets 21,977
Segment habitiies 30 . 30
Unaltocated corporate liatilities 97
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Total liabhities 127

(ther segment tnformation

Amorusation of intangible assets L3638 . 1,368

Impairment of intangible assets . - .
Geographical Segments

The Group s main geographical segments during the year were Lurope and Canada, The following table presents certamn asset

information regarding the Group s geographical segments

30 june 2011 30 June 2010
£7000s £000s
Non-curreat assets
Furope 6,757 8.832
Canada B,26% 11,269
Total 15.026 20,101
5. Other lacome
Other tocome includes Year ended Year ended
3¢ Juoe 2011 30 Juae 2010
£°000s £ 000s
Recoverable costs recharged to related parties 27 35
Other recoverable costs recharged ? 7
Warrants granted by QCC an heu of Directors fies (refer note 15) 1 25
Total 35 67
6  Operating Loss
Operating loss 15 stated after charging. Year ended Year ended
30 June 2011 ¥ June 2010
£'000s £ 00
teces payable to the Company s auditor for the audit of the Company’s 30 23
annual accounts.
f ecs payable 10 the Company's auditor and wts associates for other services
Tax scrviees 5 5
Adwisory services 2 9
Consultants and other professional fees (1acluding legal} 107 173
Depreciation of property plant and cquipment - -
Amorusanon of intanpible assets 1,368 2,637
Impairmeat of intangible assets 716 176
7 Staff Cost
Year coded Year cnded
30 Juae 2011 30 Jupe 2010
Average number of employces of the Group (including executive Directars Number Number
cmployed by the Company) duniag the year was
Managemeat 1 2
Fechmcal staff / support / other k) 5
Year ended Year ended
30 June 2011 0 June 2010
£'000s £ 000s
Staff costy
Wages and salanes (. S10
SOCH] SeCUTILy COnS 54 T2
Pension costs 35 45
Total 498 627
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Included 1n totat staff costs are the costs of the xecutive Directors as employed by the € ompany ay fellows

Year ended Year ended
30 June 2011 30 June 2010
Darector £°000s £'000s
Jason Miles

Consultancy fees 125 -
Wnges and salanes 7 126
Social secunty casts 4 [
Penston costs 2 1}
168 152

G. William ilowe
lermination costs 154 -
Wages and salanes 107 189
Social secunty costs 25 23
Pension costs 5 11
291 223
Total 459 375

lan Williams and Hemant [hanawala provide services to the Company through a scrvice agreement with International Energy
Services Limited which 13 a related party  I'hrr service cost to the Company for year amounted to £32k (2010 £9k) and £28%
(2010 £8Kk) respecuvely

Non-executive Phrectors foes for the year amounied to £64k (2010 £46k) and are not inclvded in total siaff costs ahove

Refer to the Report of Directors” Remuneration for further detauls.

8.  Laosses Attnbutable to Quadrise Feels International ple
The loss for the year dealt with 1 the accounts of Quadnse Fuels [nternational plc was £5 Gm (2010 £l im) As proveded by

5 408 of the { ompanies Aut 2006, no statement of comprehensive income 15 presented in respect of Quadnse |uels Tnternational
ple

9.  Floance Costs

Year ended Year cnded

30 June 2011 30 June 2010

£'000s £000s

Cotporate finance fees 53 -
Bank charges 2 })
Total 55 3

10 Finance Income

All finanee 1acome recogmised dunng tbe current and pnor year has ansen from interest on bank deposits.

Page 36 of 48




11. Taxation

Year ¢coded Year coded

30 June 2011 30 June 2016

£°000s £'000s

UK corporauon tax {crednVcharge (51) 131

Adjustment for pnor year - -

Total (51} 131

No hebility in respect of corporation tax anscs as a result of urading losses,

Tax Reconaliation Year ended Year cnded

30 June 2011 30 June 2010

£'000s £7000s

Less on continuing operations before taxation (6,642) {3,8318)
Lass on contimung operations before taxation muluplied by

the UK corporation tax rate of 27.5% (2010 28%) (1,327 (1,069

Fifects of

Expenses not deductible for tax purposes - 3

Non taxzble income - 32

Other tax adjusiments - -

Losses not utifined . -

Surrender of tax losses for R&D credut . -

R&D 1ax credut {51) 131

Tux loswes carried forwacd 13827 1,006

Total laxation (credit}/charge oa loss from contouing operations {51} 131

The Group has tax losses ansing in the UK of approximawly £296m (2010 £27 4m) that are avalable, under cusent
legistation, to be camed forward agaunst future profits. £7.3m (2010 £6.5m) of the tax losses camiud forward represent trading
losses within Quadnse Fuels International ple, £22.3m 2010 £20 8m) represent non-trade deficits ansing on mntangibic asscts
within Quadnise Internatonal Limited and £0 im (2010 £0 Em) represent capiial losses within Quadnse [uels International ple.

A deferred tax asset representing these losses and other nming differences at the stwiement of finascal postion date of
approxumately L7 8m (2010 £7 7m) huas not been recognised as a result of existing uncertainties 1 relztion (e its realisation
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12. Loss Per Share
The calculatzon of loss per share is based on the following loss and number of shares

Year ended Year ended
30 June 2011 30 June 2010
Loss for the year from continuing eperations (£ 000s) (6,391) (3,949)
Waighted average number of sharcs
Basic 533,136,049 401,726 857
Diluted 553,136,049 461,726 857
1058 per share
Basic {L.19p (0 86) p
Dilated (1.19p (086) p

Rasic loss per share 1s calculaied by dividing the loss for the year from connnuing operauons of the Group by the weighted
average number of ordinary shares in ssue dunng the year

tor dituted loss per share, the weighted uverage number of ordinary shares in 1ssue 1 adjusted to assume conversion of alt
potential dilutive options over ordinary shares. Potenual ordinary shares resulung from the exercise of share options have an
anti-chlutive effect due to the Group being 1n a loss position As a result, dhluted loss per share s disclosed as the same value as
basic loss per shatse The 45 2m share options msued by the Company and which are owistanding at year-end could poienuaity
dilute earpungs per share i the future if exercised whean the Group is tn a profit making posion.

13 Property, plant and equipment

Consolidated
Plant and machinery Total
£'000s £000s
Cost
Openting balance — | July 2010 - .
Additions 9 9
Closing balance - 30 June 2011 9 9
Depreciation
Opemng balance — | July 2010 - -
Depreciation charge for the year - -
Closing balance — 30 June 2011 - -
Net book value at 30 June 2011 9 9
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14, Intangible Assets

Cansolidated
QCC royalty MSAR® trade Techonology and Total
payments nam¢ keow-how
£'000s £'000s £'000s £'000s
Cost
Qpening batance — 1 July 2010 7,686 3,100 25,901 36,687
Addinons - - - -
{_losiog bzlsoce - 30 June 2011 7,686 3,100 25,901 36,687
Amortisation and Impairmeut
Opemng balance - 1 July 201¢ (6,567) (176) {21,112} (27,855}
Amortisaton - - (1,368) {L,368)
Impaicment {716) - - (716}
Closing balance — 30 June 2011 {7,283} (176} {22.480) 29,939
Net baok v alae a1 30 Juoe 2011 403 2,924 3421 6,748
Coasolidated
QCC royalty MSAR® trade Technology and Total
payments name know-how
£ 0008 £'000s £'000s £7000s
Cost
Opening balance = | July 2009 T.680 3,100 25901 36,687
Addinons - - - -
Closing balance — 30 June 2010 7,686 1,100 25,501 36,687
Amoftsatton and [mpairment
Opening balance - | fuly 2009 (6,567) - {13.475) (25.042)
Amortisation . - {1637) .60
Impaument - (176} - (176)
Closing balance — 30 June 2010 (6 567} (176} {21.112) (27 855)
Net book value at 30 June 2010 1,119 2924 4789 8,832

Intangibles comprse inteliectual property with a cost of £36 7m, including assets of finite and tndefinne Ife QUC’s royalty
payments of £7 7m and the MSARM trade name of £3 1m ar termed as asscts having mdefinte hie as it s assessed that thereis
no foresceable ltmat to the period over which the assels are expected to generate net cash inflows for the Group  The assets with
indefimte Iife are not amortised The remaining intangables amaunting to €25 9m, pnmanly made up of technology and koow-
how, are considered as finte assets and amortised over 93 months. The Group does not have any mternally generated
miangibles.

The Board has reviewed the accounting policy and has amortised those assets which have o finite hife as indicated 1 note 2.9
As a consequence a non-cash charge of £1,368m (2010 £2.637m) has been recognived in the statement of comprehensive
income dunng the year

The Group tests inangible asscts annually for impainment, ot more {reguently o there are indications that they miaght be
impaired [he recoverable amount of wntangible assets 15 determined based on a value in use calculation using cash flow
forecasts dunved {rom the most recent financaizl model infurmation available These cash Mlow forecasts extend to the ycar 2026
tn ensure the full benefit of alt current projects s reaised  Fhe key assumptions used i these caleulations include discount rates,
turnover projections, growth rales, joint vesiture participation expectations and expected gross margins, Management estimaies
the discount rates using pre-lax rates that reflect current market assessments of the ume value of money and nsks speaific te
expected future projects For the MSAR® trade name and technology and know-how intangible the growth rate used for the
cxirapotaion of cash ows beyond budgeted projections ts 2.5% (2010 2.5%) and the pre-tax discount rate apphied to the cash
flow projecuons 1s 129 (2010° 13%) For QCC's royalty payments, the growih rate used for the extrapolation of cash flows
beyond budgeted projecttons 5 1.5% and the pre-tax discount rate apphed 10 the cash Row projechions s 35% (2010 25%)
against which a further 35% (2010:50/%) probability factor has been applied The probability factor of 35% reflects a reduction
i the hkelihood of royalty income ansing from QCC, due to a shifk in focus of 118 business away from royally generaing
MSAR® activities, and towasds support for 11s o1l recovery technology operations.

A 5% increase i the discount rate used would result 1a an additional imparrment charge of £164k for the QCC royalty payments
intangible asset, and an additional impasrment charge of £856k for the MSAR® trade name istangible asset No addiuonal
impairment chasge would ansc in the Technology and know-how intangible asset,

As, 8% decreasce in the discount mte used would result tn no additona) impairment charge

Changes (o the pre-tax discount rate applied e cash flow projections, and the probability factor used in 201} have occurred as a
resull of management’s updated assessment of the nsks specific to cxpected future projects

1akeny 2ll these factors tnto account, the Ditectors performed a review of the recoverable amount of the tiangibles at 30 June
2011 As a result of this review, the Directors concluded that the Q€ (' royalty payments intangible asset be wniren downto a
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recoverable amount of £04m  Tins resulted 1n an imparrment charge of £7 16k o the statement of comprehenstve income for the
year ended 30 June 2011

Amortisation of [ntanyible Assets

The Board has reviewed the eccounting policy for intangible assets and has amorused those assets which have a finite life A key
assct that fits this description 1 the combination of nghis secured under the AkzoNobel Alliance Agreement, together wath other
unpatented tecknologres, indusiry know-how and trade scorets, which drve the principal business case for Quadnse  Under the
pnior year amangements, whelc intended o continue on an evergreen basis, AkzoNobel or Quadnse could cffectively terminate,
at 12 months nouce, the AkeoNebel Alltance Agreement at any tme after 20 December 2018 On 15 Apnl 2010, however, a
further two year extension to the termination clause was agreed resulting i AkzoNobel or Quadnse being able to ternueate the
agreement, at 12 months aotice, at any ume after 20 Decamber 2013 Whatst the Durectors believe that i 1s likely 1o be in the
commercial best interests of both parues to conunue the agreement beyond 20 December 2013, there can be no guarantee that
this will oceur The Darectors have, accondingly, amortised this intangible asset over the remaining hfespan of the extended
agreement. AL 30 Junc 2011 the remasning amortisation period for this intangible asset was 30 month< The amoruisation of this
intangble has resulied in a non-cash charge of £1,368k (2010 £2,637X) to the statement of comprehensive income for the year
cnded 3O June 2001 If this change 1n the amortisation peniod had not been apphed, the amortisation charge for the year would
have been higher by £1,602k (2010 £333k)

LS. Available for Sale [nvestments

Consolldated Cansolrdated Company Company
30 June 201) 30 June 2010 30 June 2011 30 une 2010
£'000s £'060s £°000y £ 00s
Unquoted securities
Opening batance 11,26% 6447 1,134 L1119
Addinons 638 25 21 a5
[ransfer fcom other group - - 11,704 -
companies
Changes 1n farr value 979 4,797 27 {10
Impasrment of investment in QCC (4,617) - {4.617) B
Closing balance 8,269 11,268 8,269 1,134

Unquoted sccunuics represent the Group s wmvestment m Quadnse Canada Corporauon (“QQCCT), Paxton € arporatton
(*Paxton™), Optimal Resources Inc. (“ORI™) and Porient | uels Corporauon (“*Ponent™), ait of which are incorporated in Canada.

{n catly June 2010, QCC adviscd shareholders of s success in developing new technologies and apphcation opporiunitiex by
exploung the intetlectual property built up by QCC uself over a number of years Shareholders approved a plan of armrgement
whereby QUC shareholders were allocated shares tn two new energy sector companies on a pro rala basis to their fully diduted
holding 1n QCC As a result, on 8 June 2010, the Group was pllocated 3682500 shares tn Sparky Eaergy Corporation
(“Sparky™) and 3,682,500 shares in Porient

On 14 July 2010, the Group subscnbed for an additional 2,000,000 shares 1a Sparky at a price of CAD S0 50 per share for 4 total
cost of CADS 1,000,000 This acquisinan of shares increased the Group®s shareholding in Sparky from 16 9% at the year cnd to
19 5% On | January 2011, Sparky merged wath Qpumal Resources [ac *Opumal”™, resulting 1n the formation of ORI QF1 holds
3,682,500 shares tn ORLL a sharcholding of 9.54% as at the date of this seport

Al the statement of financtat posizon date the Group held a 20 445 share in the ordinary ssued capital of QCC, a 3 75% share
tn the ordinary 1ssucd capital of Paxton, a @ 545 share i the ordinary 1ssued capital of ORIl and a 16 86% share in the ordinary
issued capial of Ponicat

QCC s independent of the Group and 15 responsible for its own policy-making decisions. There have been no material
transactions between QCC and the Group dunng the year or eny interchange of managenal personnel. As a resull, the Dureetors
do not consuder that they have sigmficant (nfluence over QCC and as such this investment s notf accounted for as an associate
Furthermore, Q{  <hase cplions and warrants (n 1ssue 3t the statement of financial positon date result in the Group having an
effective diluted holding in QCC of 20.52%

The Group has no immediate 1ntention to dispase of 1ts available for sale 1avestments unlesy a beneficial opportunity to realisc
theae snvesiments anses

Caven that there 1s no active market i the shares of any of above companis, the Durectors have performed an impairment
review of the unquoted sccunties ai 30 June 2011 in accondance with [AS 39 In this regard. the Directors considered other
factors such as past equiy placing pnang and assessment of nsked net preseat value of the enterprses to arnve at therr
conclusion on any imparment for all of the unquoted secunties.

Ihe (€ C shares were valued at CADS3 7 at | July 2010 Sharebolder communications received dunng the year indicate that
QCC has shafted uis business focus towards a different mix of activities, n particular supporting the OR[ business development,
to those indicated 1n the financial mode! used (o revalue the shares to CADS3 17 from { ADS3 00 1o June 2010 [n view of this, a
revised NPV calcalaion was performed, using afl avazlable informaton from QCC and OR! 1o determine whether there had
been any maicnial imparment to the carrying value of QCC shares as at 30 June 2061 Using discount rates ranging from 25% 1o
756 and a further probability rate of 33% (o the projected cashflows, an impairment charge of (' ADSI 97 per share was arnived
at
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Based on ths, the Directors have concluded that the invesiment in (QCC should be valusd at CADS1 20 per share as at X0 June
2011, resulung wn 2n impurment charge of £4,617k OF ths, £1,942k ts recorded as @ reduction n the evaluanon reserve, and
the remarning £2,705k 15 included in the loss for the (inancial year The tota) value of the QCC invesiment as at year cod 15
£2.825k (2010 £7,788k)

The Paxton shares are currently valued at CADS2.00 per share as a result of an imparment charge passed in the prior year,
which reduced the value from CADS3.00 per share The Directors are not aware of any arms length transactions 1n Paxton
shares dunag the year In us financial statements and husiness review for the reporiing penind of 31 March 2011, Paxton
reparted considerahle progress in its business activities and a cash reserve of CADS6 Om which indicates that these has been no
further impairment to the value duning the penod Based on thes, the Directors have concluded thai the Paxion investment should
conlinue (o be valued at CADSZ G0 per share as ot 30 June 2011 Uhe tomal value of the Paxton investmest as at yedr end 1s
£835K (2010 £827K)

3682500 Sparky shases were recewved by the Group on 8 fune 2010 for mil consideraton  In order to delermtne the fair value
of thess shares, an enterprise NPV calculation was carned out on the most recent Sparky financial model and information made
avaulable by Sparky management at the ime. This NPV calculation showed ali tncome associated with the business over 1he
next 25 years, broken down into vanous phases from the mtial pilot tests to the full scale commercial operations. Applyiag a
disconnt rate of 13% to the bzl pilot tests, 60% 10 the first commercial project and, considenng the nsks and uncertanties
associated with progression to the magor commercial aperations, cxcluding this phase from the valuatien o gave a value for
Sparky of CADS1 26 per share

On 14 July 2018, the Group subscribed for an addittanal 2,000,000 shares 1n Sparky at a prce of CADS0.50 per share. Sance the
placeng price was established on the hasts of seed financing through existing shareholders and associates and not on the basis of
4 placing to third party 1asttutional avestors, these shares were subsequently revalued 10 CADS 1 26 per share 1n liae with the
valuation of the existing sharcholding. The merger of Sparky und Optimal on | January 2001 resulted 1n the formauion of ORI

Duniag the currcnt ycar, OR1 maragement shared a number of cconomic medels which provide a range of net present values for
the ~hares from CADSI 18 per share 1o CADS| 57 per share Based on this and 1n view of the svccessful trals of OR['s
Eahanced Onl Recavery” wchnology dunng the year, thers appears to be no indication of an impatrment to the current carryng
value of ORI iavestment The [Dincctors have therefore concluded that the 5,682,500 ORI shares held at 31 junc 2011 should
continue to be valued at CADS1 26 per <hare The toral valuation of the 5,682,500 (2010~ 3,682,500) shares held in ORI s
£4,578k (2010 £3,026k)

The Pontent sharcs were recerved by the Group on 8 June 2040 for no consideration  As Ponient was then 1n ats very early stages
of development and was yet to be defined 1nto a business with active projects, it had very hitle market presence or value Based
on this. the Directars conchuded that the investmunt should be faur valued on acquisition to 1ty nominal value of CADSO 001 per
share As Ponent s still i1n the early stages of its development, the Directars have concluded that the mvesttnent should continue
to e valued at CADS0 Q01 per share  The total value of the Portent investment as at year end 15 £2k (2010¢ £3k).

During the prior year, as pan of its financial plan to prescrve cash resources, QCC 1ssucd warrats to the Board 1 licu of
Directors fees. On 2 January 2009, lan Wilhams, a nos-executive Director of QCC, recetved 18,889 wamants as pant of this plan

lach wamant entitles him to acquire one common share of QCC art a price of CADS0 30 per common share One third of the
warrants vested emmeduaiely upon grant date, a further one thisd of the warrants vested on 2 January 201%and the remarning one
third vested on 2 January 2011 All warrants must be exerctsed by 2 January 2H4 [an Wilhams transfers his QCC Prrector fees
to the Company [f all the warrants, grasicd to lan Wilhams and transferred to the C ompany were cxcrased a1 the statement of
financial position date, the Group s holding tn the i1ssued share capinal of QCC would increase from 20 44% to 20 $2% The total
amount recognesed n the statement of comprehensive income refating to these QCC warranis for the year ended 30 June 2011
Elk (2010 £25k).
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16 [nvestments o Subsidianes

Cousolidated Consohdated Company Company
30 June 2011 30 June 2010 30 Juae 2011 30 Junc 20t0
£7000< £000s £7000s E"000s
Direct Investment
Opentng batance - - 16,979 16,979
( apiLa) contribution - - 2,000 -
Closing batunce . - 18,979 16,979
Loans to/from Subsidiaries
Openng balance - - 4,645
Reclassificanson - - - 4,645
Purchase of Availuble for Sale - - 619 .
Investments on behalf of
subwidianes
Amounis lvaned to subsidiares - - 58 -
Iransfer of Available for Sale - - (11,704) .
Invesiments from subsidianes
Llosing balance - - (5,857 4,643
Total - - 13,122 21.624

The Company tests invesimenis anaually for empairment, or more frequently if there are indhications that they might be impared.
impairment s based on the value 1n use of the subsidianes The Directors performed a review of the value 1in use of the
wnwvestenents 3t 30 fune 2011 by assessing the value 1o use of the financeal assets and babilwies 1 the voderlying subsidanes.
Based on this the Directors concluded that ro impairment 15 necessary for the year ended 30 June 2011 Holdwngs in subsidianies

are detatled tn note 27

17 Cash and Cash Fquivalents

Consolidated Consohdated Company Company

30 June 2011 30 June 2HO 30 June 2011 30 June 2010

£'600s £ 000s £°000s £00s

Cash at bank 3,962 [,634 1,89 1634
Short term deposits - - - -
Total 3,962 1,634 1,896 1,634

18 Trade and Other Receivables

Consolidated Consolidated Company Company

30 June 2011 30 June 2010 30 June 2011 30 June 2010

£'000s £ 000s £'000s £ 000

Other receivables 37 24 19 14
Receavahte (rom related parties 158 188 158 188
Provisian for doubtful debis - = . -
Tota) 195 212 177 212

There are no matenial differences between the fasr value of trade and other receivables and their carrying values at year-cnd

Group receivables of £155k (2000 £191k) and Company receivables of £155k (2010- £19ik) were past due hut not impaired at
yLar-¢end “These relate mostly ro seceivables from related parues for which there 1s no hstory of default The ageing analysis of

these recewvables at the year-cad 15 as follows

Consolidated C onsotdated Company Company

30 June 2011 30 June 2000 30 June 2011 30 June 2010

£°000s £ 000s £E'000s £ 000s

Up to } months overdue - 3 . 3
3 - 6 months overdue . - .

f - 12 months overdue . - . .

Over 12 months overdue 155 83 155 188

133 191 155 19
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19 Trode and Other Payables

Consolidated Consohdaied Company Company

30 June 201} 30 june 2010 30 June 2011 36 June 2010

£000s £ 005 £7°000s £7000s

[rade payables 55 37 31 37
L:mployee benefits payabie 7 20 4 20
Paynble to related panty 52 7 a8 7
Actruals 33 /5] 19 [iX]
Total 148 127 92 127

There are no mateng! differences between the far value of trade and other payables and their carrying values at year-end.

Vrade payabics as at 30 June 2011 amount to 19 days (2010 21 days) of purchases made 1n the year All trade payables balances
are less than 30 days old

20 Share Optony

Dalutive share options

On 15 February 2005, Zareha ple (now Ouadnse Fucls Internationat ple) granted 9,000.000 cpuions to advisars with an exercise
price of ip cach, whith were subsequently consohidated to 900,000 shares with an exercise price of 10p each 600,000 share
options were exercised 1n November 2006 whalst the remaiming 300,000 expired on 14 february 2010 The weighted average
fair value of the options granted was 4 3p per share A charge of £ml (2010° Zml) has been charged to the statement of
comptchensive mcome for the year relating to these options

On 22 March 2006, conditional on the flotatton of QF1 on the AIM on 19 Apnl 2006, QI granted 16,900,000 opuons to
Dhreciors, management and ads esors with an exercise price of 20p each 400,000 share opuons expired oa 19 October 2011 with
the remainder exercisable by 19 Apni 2016, The weighted [air value of the options granted was 3 4p pershare A charge of £nid
{2010 Lmi) has been charged 10 the staement of comprehensive tcome for the year relanng to these options

On 26 March 2007, QFl granted 1,500,000 options to two umployces with an exercise price of 14 23p each All share apuons
must be excraised by 26 March 2015 The weighted faur value of the options granted was 5 7p per share, A charge of Lnil (2010
L£ml) has been charged to the statement of comprehensive income for the year relating to these options.

On 4 July 2007, QI1 granted 5,250,000 share options 10 two Directors and two employees with an exercise prece of 12p cach
All share optiony must be exercised by 4 July 2015 The weighted fur value of the options granted was 6 5p per share A charge
of ml (2010 £0 3k) has been charged to the statement of comprehensive tncome for the year relating to these options

Non-duutrve sh. 10

On 11 December 2007, IFG granted, over its own shares m QF1, 12,000,000 share options to three Directors and three
employees of QF1 with an exervise price of 1p each On grant date, [,000,000 share options vested on award, with the remaiming
11,000,000 share options vesuag 50% oa 31 December 2009 and 50% on 31 December 2010 Dunng the pnor year, the terms
were modificd such that the 11,000,000 share options vested immediately on 31 July 2008. This modification reduced the total
fair vaive of the share apuions by £38k. All £2,000 ({0) share options must be exercised by 31 December 2016 The weighted fur
value of the opions granted was 7 0p per share. A charge of Lmil (2000 E£ml) has been charged to the stalement of
comprehensive income far the year relanng (o these aptions

On 31 July 2008, 1LG granted, over its own shares in QFL, 4,000,000 share options to two employces of QF [ with an excrcise
price of 1p cach All share opuions must be excreised by 31 July 2017 The weighted fair value of the ophions granted was 3 8p
per share A charge of £a1] (2010 Lml) has been charged to the statcment of comprehensive income for the year relating to these
oplions.

On 19 November 2008, ILG granted, aver us own shares 1o QFI, 5,500,000 share opuons to two Ditectors of QFT with an
exercise pnice of |p cach All share options must be exercised by 31 October 2017 The weighted fair value of the ophions
granted was 2 Ep per share A charge of £0il (201G E£nil) has been charged to the statement of comprehensive income for the
year relating to these options.

Movement in the year:
The following table sHustrates the number and weighted average excraise prices (“WALPT) of, and movements 1a, share options
dunng the year

WAEP WAFP

Number {pence) Number {pence)

30 June 2011 30 Jurne 2011 30 June 2010 30 fune 2009

Outstanding as at | July 45,150,000 231 45 450,000 83
Ciranted duning the year - - - -
I.xpired durtog the year - 10.00 {300,000 100
Opuons outstanding 29 at 30 June 45,150,000 9.53 45,150,000 983
L.xcrcisable as at 30 June 45,150,000 9.53 45,150,000 983
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The weighted average remaining contractuzt Life of the 45 2 million options outstanding at the statement of financiat position
date 13 5.1 years (2010 6 1 yeary) The weighted average share price dunng the year was 4 33p (2010 3.25p) per share

The expected volauluty of the optians reflects the assumption that historical volanhty 1 mdicative of future trends, which may
not necessanly be the actual cutcome. The expecied life of the apions 13 based on histoncal data avaelable at the time of the
aption 1ssue and 15 not necessanly indicative of future trends, which may not necessanly be the acteal outcome

The Share Option Scheme 1s an equity settied plan and fair value 1s measured at the grant date of the option.

21 Share Capital

The company has one <lass of ordinary share capital which carry no nghts to fixed mcome, any priferences or restnctions.

2011
£'000
Authonsced
1,000 000,000 Ordinary shares of £3 01 each 10,000,000
[ssued and fully pard
722,543,391 Ordinary shares of £0 01 cach 7235434
Shares i1ssued dunng the sear
Note Sharc Share Share
numbers Caputad Premium
As at | Juiy 2010 461,726,857 4,617,269 53,634,875
On 9 Sep 2010 0} $7,500,000 875,000 -
On 4 Apnil 2011 (D] 85816,534 858,165 2145413
On 3} June 2011 () 87,500,000 875,000 -
As at 30 June 2011 722,543 391 7225 434 55,780,288

(i} On9 September 2010, the Company issued 87,500,000 shares at par value of Lp cach
(1) On 4 Apnl 2011, the { ompany 1ssued 85,816,534 additional shares at a value of 3 5p cach
(i} On 30 June 2011, the Company 15sued 87,500,000 shares at par value of 1p each

22  Revaluatwn end Other Reserves
Natare and purpose of other reserves

Bevalualion resurv:

The revaluation reserve 15 used to record increases tn the fair value of available for sale investments and decreases to the extent
that such decrease relates to an increase an the same assel previously recognised tn equity The reserve can only be used to pay
dividends e mited circumstances

Reverse pcquisinon reserve
The reverse acquisition resenve arose oa the reverse acquisition of Zarcha ple {(now Quadnse Fuels [nternational plo) by

CQuadnse International Limited on |8 Apnil 2006 as aconunted for under IFRS 3

Share optipn reserve
The share option reserve 15 used to record the cumulative fair value of share options granted by the Company

23  Pension Comoutments
[ar direct employees of Quadrse Fuels Iniernational plc, the Company coatnbutes 7% of salary to a defined contnbution pension
scheme Pension cast to the Company for the year amounted to £21k (2010 £45k)
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24  Denvatves and Other Financisl Instruments
e Group s pnnaipal financal instruments compnse available for sale investments, cash balances, accounis payable and
4ccounts receivable ansing e the normat course of 1ts operations.

The financial instruments of the Group zod the Company at year-cnd are

Consolidated Cansolidated Company Company
30 Juoe 2011 30 June 2010 30 Juze 2011 30 June 2010
£'000s {'000s £°000s £ {(100s
Financial assets
Available for sale invesiments 12,885 11,269 12,885 1,134
[.oans and receivables - Cash and
cash equivalenis 3962 1.634 1,896 1,634
Loans and recesvables « Trade and
other recens ables 195 212 1 X2
Finaoctal habalitics
Crher financial habidimes - Trade
and other payables 149 127 n 127
Foreign currency exchange risk

The Group does not generally undertake foruign currency hedging. The majonty of the Group s transactions are denominated in
Bnush pounds and a uses thas as its reporting cutrency  Exposure to any foreagn exchange movements oxists pnmanly 1o
| uropean, Ameecan and { anadian currencies.

The Group had avalable for salc investments 1n Canada amounting to £9,1 10k (2010 £11,269k) as at the statement of financial
position date  These investments are represeated 1 Canadian dollars amounting to CADS 14,203k (2010 CADS17.670k)

A 1055 strengthening of the GBP aganst the CAD at the statement of financial position date would have ducreased cquity by
£749% (2010 £1.103k) whilst a 10% weakening of the GBP agawst the CAD would have incrudsed equity by £824k (2010
£1,156k) This analysis assumes that all other vanables remain constant and would only occur if the available for sale
investments were fatr valued

The net monetary assets in other cumencies at 30 June 2010 were USDS2k (2010 USID 287k)

A 10% strengthening of the GRP against the USD ar the statement of financial posinon date would have decreased profit and
tass by £0 1k (2010 L£12k) whilst a 10% wrakening of the GRP against the USP would have increased profit and loss by £0 ik
{2010 £27k) This analysis assumes that all other vanables remain constant

Interest rate risk
The Giroup has floating rate financial assets in the form of deposit accounts with major banking institutions. however, 1t 1s net
currently subjected to any other interest mic nsk

Based on cash balances a1 the statement of financrat position date, a rise in nterest rates of 1% will increase profit and loss by
approximately £19k (2010 £16k) per annum

Liquidity risk
I'he Group regularly reviews 11s major funding positions to casure that it has adequate finarcial resources in mecting its financial
obligations. The Group takes hquidity sk ito consideration when decidimg uts sources of funds

Credit risk

The Group had receivables of £19%k at 30 June 2011 (2010 £212k), of which £155k (2010 {193k) was recetvable from related
parties, as menuoned in note 25 Recetvables of £195k represent the maximum credit nsk 1o which the Group 1s exposed A
loan rceeivable from Quadnse Nucls US ("QIUS™), a related pany, amounted to £155k (2010 £157%) at year-end Any rink
associatcd with this halance has been mingated by way of a promissory note reeerved from the debior Group recervables of
£155k (2010 £191k) at the year-end were past due, however the Dhrectors consider there (o be no credit sk ansing from these
recenvables.

Capital risk management

The Group defines capital as the total equity of the Group The Group s objectives when managang capital are to safeguard the
Group's ability 1o continue as a going concern a order 1o provide retusns for sharcholders and boncfils for other stakeholders
and to maintain an optumal capstal structure 1o reduce the cost of capital In order to maimain or adjusi the capital structure, the
Croup may adjust the amount of dividends paud 10 sharcholders, return capnal te sharcholdens, sssue new shares or self assets o
reduce debt.

Fair value of financial assets and labihties
There arc no matenal differeaces between the fair value of the Group's financial assets and Labilities and their carrying values in
the financeal informabien

Borrowings Faalies
he Group had no external borrowing facyliiees as at 30 June 2011
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25 Related Porty Transactions

Lxecutive Mirectors lan Willlams and Hemant Manawala provided services under a scrvice agreemen with International
I nergy Services Limited (“[ES1 ™), a subsidiary of [nternanonal Frergy Group AG (CIEG™) the ulumate parent of Quadnse
Fuels International ple The service charge for the year amounted to £175k (2010 £158Kk), out of which £69k (2010 £23k) was
incurred for Dhrectors” and employees” salanes and related costs, and £106k (2010 £135k) was charged For cent and other office
costs Trade payables include £52k (2010 £7k) payable at the statcment of Mnancial posiion datc to [FSL relaung to these
NETVICES

Non-executive Director Laurence Mutch s alsa a Director of launie Mutch & Associates Famited, which has provided
consulting services to the Group  The total fees charged for the year amounted 10 £98k (20 £24K), out of which £57k (2010
£ml) was for consulting scrvices and £41k (2016 £23k) for non-cxecutive Director fees. The balance payable at the statement of
financial position date was £20k (2010 E£Sk).

lan Duckels 15 also a Director of Ritnil Associates {amited, which has provided nor-execulive director services to the Group
The total fecs charged for the year related to non-execuuve Director fees and amounted to £36k (2010 £23k), with a balance of
L7k (2010: £3k) payable at the statement of financial positron date

Trade recervables of the Group include £155k (2010 L£188k) recervable from other related parties, which consists of £155k
(200 £157k) from QFUS QF1 has an agreement with the current sharcholder of QFUS to hold a 76% mterest 1n the enuty i
the future Transactions with related parties are unsecured and made at normal market pnces The receivable from QIUS attracis
interest at the US Pnme rate plus 2% p a effective {rom the date of the advance until repayment in full of the advance

For the year ended 30 June 2011, the Company has recorded a provision for bad debt of £ml (2010- mib)

[he Company and IEG, the majonity sharchalder tn the Company, entered nto a Relationship Agreement on 22 March 2006,
Pursuant 1o the Relationship Agreement LG has agreed to exercase s nights only e a sharcholder of the Company, <o as to
cnsure the { ompany 1s capable of carrying on 1ts business independentiy of IG  En addion (EG has agreed that neither it nor
any proposed Direclor who (» o Durector or cmployee of ILG will parucipate in the deliberations of the board of Directors of the
Company 1 relatien (o any proposal to eates into any commercial arangemenis with IEG or its associates.

QI defines key management personnel as the Directors of the Company There are no transactions with Directors, other than
their remuneration as disclosed in the Report of Directors Remuneration

26  Ulumate Parent Undertalang and Controlling Party

As at 30 Junc 2014, the Directors considered |EG, registered in Swatzerland, to be the ulumate controfhing pasty by virtue of a
59 01% durect sharcholding. As at 30 June 201 1, IEG’s shareholding had been dituied o 42.91% due to the issuance for (urther
ordinary shares throughout the year The directors now determine that there i< no ultimate controthing pany [EG 15 not required
to prepare consolidated accounts 1 the current or prior year JEG’s accounts are not pubiicly available

27  Subsidiaries
ke financial statements include the financral statements of Quadnise Fuels lnternational ple and the following subsidiaries

Nume Couantry of Percentage interest Class of share heid
incorporation/registration held and voting rights
Quadrse Internavonal Lemated United Kingdom 100% Ordinary
Quadnse Limited Unued Kingdom 100% Ordinary
Quadrnse KSA Limited Unuted Kingdom 8125% Ordinary
Quadnye Amencas Limued Linued Kingdom 81 15% Ordinary
Quadrise Manne Limited Unuled Kingdom 81 25% Ondinary
Quadrise Asia Limeed Unued Kingdom 81 25% Ondinary

Quadrine Fuels Enternattonal ple and its subsidianies are involved 1n activities such as enhanced heavy olf recovery, conversion
of heavy ol refinery upgrade projects manufacturs and sale of MSAR® to large energy consumers

28 Commtments and Contingencies

I'he Group and the Company had not eatered nto any finance or operating leases as at the statement of financial posiuon date

Additignally the Group and the Company have no capital commitments ar conlingent lizhilities as at the statement of [inancial
position date
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29  Events Afler the I nd of the Reporting Period

On | Aogust 2011, an agreement has been concluded with AkzoNabel for the purchase of the first commercial scale 1,000
tonnes (6,000 barrels) per day MSAR® Manuofacturing Unit to be supplied to Quadnse Entemational Limited.

On 3 August 201 1, the Company appointed Westhouse Securities Limited as us broker with immethate effect

The service agreement with Iniernational Loergy Services Lamited (“IESL") {or the provision of executive director services by
lan Williams and Hemant Chanawala cxpired on 30 fune 2011 Wuh effect from 1 July 2011 lan Wilhams and Hemant
Thanawaia are employed by QF1 in thetr capacity as executive directors.

M Copies of the Annual Report

Coptes of the annuai report will be avarlable on the Company's website at www quadnsefuels com and from the Company’s
regestered offive, Parnefl House, 25 Wilton Road, London SWIV LYD
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