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New Age (African Global Energy) Limited

Directors’ report

The directors present their annual report on the affairs of New Age (African Global Energy) Limited and its subsidiaries
("New Age” or the “Group™), together with the Group financial statements and auditor’s report, for the year ended 31

December 204 1.

Principal activities
The principal activity of the Group is exploration, development and production of oil, gas and power, primarily in the
African region.

Business review

The Company was incorporated on 22 June 2007 and has jts registered office at Nautilus House, La Cour des Cagernes, St
Helier, Jersey with administrative offices in London at 8 Lancelot Place, London SW7 and in Johannesburg, South Africa
at Die Vries House, 93 Protea Road, Chistlehurst, Johannesburg,

New Age is a private energy Group focusing primarily on African exploration, development and production of 9il, gas
and power.The Company has also built up a strong presence within the region of Kurdistan and has brought together
several investors in the Erbil and Khalakan licence areas within Kurdistan. New Age, since | Juiy 2009, has provided fuli
management services for these licenses but withdrew from management of the Erbil license in June 2011.

New Age is well-funded with significant African and Asian investment. Throughout 201 | the Company was funded by
drawings on a convertible loan. On 12 January 2012 the Company raised $125 million through a subscription for new
ordinary shares and the convertible loan was fully repaid, primarily by conversion of the loan into new ordinary shares,

The strategy is to build a significant encrgy Group through a combination of high quality organic exploration,
developments and acquisitions. The company has full cycle operating expertise to be able io manage and [ead oil, gas and

power developments.

Capital structure =

Detuils of the authorised and issued share capital, tagether with detail of the movements in the company's issued share
capital during the period are shown in note 20, The company had two classes of ordinary shares in issue, one of which
carried no right to fixed income. On |3 September 2011 the two classes of shares were converted to a single class of
ordinary shares by shareholder resolution and each share carries the right te one vote at general meetings of the company.
Class C shares are convertible deferred shares which form part of the management remuneration scheme, which is
demailed in note 26 to these accounts.

There are ro specific restrictions on the size of a holding nor on the transfer of shares, which were governed by the
Subscription and Shareholders Agreement (MPSHA) up to its termination on 12 January 2012 when new articles and a
new shareholders agreement were put in place following a subscription for new shares (see post balance sheet events Note
28). The directors are not aware of any agreements between holders of the company's shares that may result in
restrictions on the transfer of securities or on voting rights.

With regard to the appointment and replacement of directors, the company is governed by its Articles of Association and

related legislation and the Shareholders Agreement. The Articles themselves may be amended by special resolution of the
shareholders. Under its Articles of Association, the company has authority to issue up to 400,000,000 ordinary shares

with a par value of US $ 5 each.




New Age (African Global Energy) Limited

Directors’ report (continued)

Directors
The directors, who served throughout the period except as noted, were as follows:

Stephen Lowden
Tajinder Sidhu (non-executive)
Andre Cilliers (non-executive)

Najib Al Zarooni {non-executive)
Joao Saraiva ¢ Silva  (non executive)

The following directors were appointed after the yearend:

Mark Akers (appointed 14 Feb 2012)
Philip Jackson (non-executive) (appointed £4 Feb 2012)
Ivor Orchard (non executive) (appointed 9 March 2012)

Supplier payment policy

The Group’s policy is to settle terms of payment with suppliers when agreeing the terms of each ffansaction, ensure that
suppliers are made aware of the terms of payment and abide by the terms of payment. Trade creditars of the Group at
2011 were equivalent to 54 (2010: 64) days® purchases, based on the average daily amount invoiced by suppliers during

the period.

Auditor

Each of the persons who is a director at the date of approval of this report confirms that:

* 5o far as the director is aware, there is no relevant audit information of which the company's auditor is unaware; and

* the dircctor has taken all the steps that he ought to have taken as a director in order to make himseiFherse!f aware of
any relevant audit information and to establish that the company's auditor is aware of that information.

Deiointe LLP were appointed as auditor with offect from incorporation. Deloitte LLP have expressed their willingness to
continue in office as auditor and a resolution to reappoint them will be proposed at the forthcoming Annual General

Meeting,

Approved by the Board of Directors and signed on behalf of the Board

- an/(/L/VL\[/L_q
Nautilus Corporalg Services Limited

Compan
15 March 2012




New Age (African Global Energy) Limited

Statement of directors’ responsibilities

The directors are responsible for preparing the financial staterments in accordance with applicable law and regulations.

Company taw requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with International Financial Reporting
Standards (IFRSs) as issued by the International Accounting Standards Board. The financial statements are required
by law to be properly prepared in accordance with the Companies (Jersey) Law 199].

International Accounting Standard 1 requires that financial statements present fairly for each financial year the
company's financial position, financial performance and cash flows. This requires the faithful representation of the
effects of transactions, other events and conditions in accordance with the definitions and recognition criteria for
assets, liabilities, income and expenses set out in the International Accounting Standards Board's 'Framework for the
preparation and presentation of financial statements'. In virtually all circumstances, a fair presentation will be
achieved by compliance with all applicable IFRSs. However, directors are also required to:

* properly select and apply accounting policies;

® present information, including accounting policies, in a manner that provides relevant, reliable, comparable and
understandable information;

¢ provide additional disclosures when compliance with the specific requirements in IFRSs are insufficient 1o enable
users (o understand the impact of particular transactions, other ¢vents and conditions on the entity's financial

position and financial performance; and
* make an assessment of the company's ability to continue as & going concern,

The directors are responsible for keeping proper accounting records that disclose with reasonable aceuracy at any
time the financial position of the company and enable them to ensure that the financial statements comply with the
Companies (Jersey) Law 1991, They are also responsible for safeguarding the assets of the company and hence for
taking reasonable steps for the prevention and detection of fraud and other irregnlarities,

By order of the Board

\-«\sl\\}'—;\,

Mark Akers
15 March 2012
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Independent auditor’s report to the members of
New Age (African Global Energy) Limited

We have audited the group and parent company financial statements {the “financial statements”) of Mew Age (African
Global Energy) Limited for the year ended 31 December 201 which comprise the consolidated and parent company
balance sheets as at 3| December 2011, the consolidated income statement, the consalidated statement of comprehensive
income, the consolidated statement of changes in equity and the consolidated cash flow statement for the year ended 31
December 2011 and the related notes | to 28, The financial reporting framework that has been applied in their
preparation is applicable law and International Financial Reporting Standards (IFRSs) as issued by the International

Accounting Standards Board.

This report is made solely to the company’s members, as a body, in accordance with Article 113A of the Companies
(Jersey) Law 1991. Cur audit work has been undertaken so that we might state to the company's members those matters
we are required 10 state to them in an auditor’s report and for 1o other purpose. To the fullest extent permitted by law,
we do not accept or assume responsibility to anyone other than the company and the company’s members as a body, for
our audit work, for thizs report, or for the opinions we have formed.

Respective responsibilities of directors and avditor

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

for Auditors,
Scope of the aundit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from materigl misstatement, whether caused by fraud or error,

- This includes an assessment of: whether the accounting policies are appropriate to the group’s circumstances and have

been consistently applied and adequately disclosed; the reasonableness of significant accounting estimates made by the
directors; and the overall presentation of the financial statements. In addition, we read all the financial and non-financial
information in the annual report fo identify material inconsistencies with the audited financial statements. [f we become
aware of any apparent material misstatememts or inconsistencies we consider the implications for our report.

Opinion on financial statementy

In our opinion the financial statements:

= give a true and fair view of the state of the group and parent company's affairs as at 31 December 2011 and of the
groug’s loss for the year then ended;

¢ have been properly prepared in accordance with IFRSs as issued by the International Accounting Standards Board;
and

* have been properly prepared in aceordance with the Companies (Jersey) Law 195t

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies (Jersey) Law 199) requires us to

teport to you if, in our opinion:

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

* the financial statements are not in agreement with the accounting records and returns; or

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

2y

Matthew Donaldson, ACA,

for and on behalf of Deloitte LLP
Chartered Accountants

Landon, UK

15 March 2012




New Age (African Global Energy) Limited

Consolidated income statement
Year ended 31 December 2011

Revenue
Service revenue

Expenses

Pre ticence costs and exploration write offs
General snd administrative expenses
Other operating expenses

Operating loss
Orher income/(expenses)
Interest revenues
Other gains and logses
Intecest payable
Loss on investment
Loss before tax
Tax
Loss for the period
Attributable to;

Equity holders of the parent
Non- controlling interests

Basic and diluted loss per Ordinary Share (in US$)

Notes

18

21

Year ended  Year ended
31 Decemnber 31 December
2011 2010
USS miiflion  USS million
0.90 0.86
{14.78) (7.10)
(8.54) (4.01)
- (0.20)
(22.42) {10.45)

- 6.01
0.27) {0.22)
(3.94} -
- (4.75)
(26.63) (1541)
(0.06) (0.14)
(26.69) {15.55)
{26.34) {15.54)
(0.35) {0.01)
{26.69) (15.55)
(1.08) (088}




New Age (African Global Energy) Limited

Consolidated statement of comprehensive income
Year ended 31 December 2011

Loss for the period

Exchange differences on translation of foreign operations
Tax relating to components of other comprehensive loss

Other comprehensive loss
Total comprehensive loss for the period
Attributable to:

Equity holders of the parent
Non-controlling interests

Yearended Yearended
31 December 31 Decemther
2011 010

USS millicn  USS$ million
(26.69) £15.55)
(0.04) (0.01)
(0.04) (0.01)
(26,73) {15.56)
(26.38) (15.55)
(®.35)} {0.01)
(26.73) (15.56)




New Age (African Global Energy) Limited

Consolidated balance sheet
Year ended 31 December 2011

Notes
Current gssets
Cash and cash equivalents 14
Trade receivabies and other 13
Non-current assets
{ntangible exploration and evaluation assets 10
Property, ptant and equipment It
Other assets 12
Total assets
Current liabilities
Trade and other payables 15
Current tax liabilities
Convertible joan 16
Non-current liabilities
Deferred tax liability 17
Other accruals
Long term payables
Total liabilities
Net assets
Equity
Share capital 20
Deferred shares reserve 26
Equity reserve 16

Accumulated deficit
Translation reserve

Equity attributabie to equity holders of the parent
Non —contralling interest

Total'equity

The consotidated financial statements were approved by the board on 15 March 2012

Authorised by:

AL

Mark Akers

Director

]
31 December 31 December
201t pi1 Y1)
USS mifllion  US$ million i
4,74 1.12
0.38 098 ¥
5.62 210
100.29 96.47 |
0.11 0.33
0.56 1.44
|
100.96 98.24
106.58 100.34 .
(6.60) (6.78) i
- (0.13)
(3i.1n -

(39.77) (6.91)

(2.07-) (2.39.)
2.09) (241)
(41.86) (9.32)

B
0.02) (0.02) B
N

654.72 91.02

123.83 123.83

i
&
6870 (230) s
K
5
E

{0.05) {0.01)

65.07 91.02
{0.35) -

64.72 91.02
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New Age (African Global Energy) Limited

Company balance sheet
Year ended 31 December 2011

Non-current assets
Intangible exploration and evaluation assets

Investments

Current assets
Trade and other receivables
Cash and cash equivalents

Total assets
Current liabilities

Trade and other payables
Convertible loan

Non-current Habilities
Long term payables

Tatal liabilities
Net assets

Equity

Share capital

Deferred shares reserve
Equity reserve
Accumnulated deficit

Equity attributable to equity holders of the parent

Total equity

Notes

10
18

13
14

15
16

20

31 December 31 December

2011 2010
USS million  USS million
22.95 20.50
0.06 0.06
23.01 20.56
92.87 79.54
333 0.60
96.20 80.14
o2l 100.70
(4.70) (4.29)
(33.17) .
(37.87) (4.29)
(2.68) (1.41)
(40.55) (1.70)
78.66 93.00
123.83 123.83
(45.17) (30.83)
78.66 93.00
78,66 93.00

These financial statements were approved by the Board of Directors and authorised for issue on 15 March 2012,

Signed on behalf of the Board of Directors

Mark Akers > ="

Director




New Age (African Global Energy) Limited

Consolidated statement of changes in equity
Year ended 31 December 2011

Balance &t | January 2011

Loss for the year

Issue of shares for cash

Share based payment

Equity component of
convertible loan on initial
recognition

Transfer of equity component of
convertible loan

Exchange difference on
translation of forsign
operations

Non-controlting interest

Balance at J1 December 2011

Balance &t 1 Januery 2610

Laoss for the pericd ™

Issue of shares for cash

Share based payment

Exchange difference on
transiation of foreign
operations

Non-controlling intercst share
of equity

Balance st 31 December 2010

Deferred Non-
Share  Transiation shares Equity Accumulated controfling Tatat
capitel reserve reserve reserve deficit interest equity
§ million $ miilion § millicn § million $ million § million $ million
12353 (.00 - - (32.80) - 91.02
- - (26.34) {0.33) (26.69)
- - 0.43 - - .43
B - - (0.43} 0.43 - -
- (0.04) - - - {0.04)
123.83 {0.05) - - (58701} (0.35) 64.72
Deferred Non-
Share  Translation shares Equity Accumalated controlling Totx!
capitai reserve reserve reserve deficit interest equity
§ million $ milion § miliion § million £ million S million $ million
41 .31 - 0.04 - (17.25) 0.01 2411
- {15.55) 0.01y (i5.56)
B2.52 . - - - 82.52
. - {0.04) - - - (0.04)
- (0.01) - - - {6.01)
123.83 (0.01) - - (32.80) - 91.02




New Age (African Global Energy) Limited

Consolidated cashflow statement
Year ended 31 December 2011

Yearended VYear ended
31 December 31 December

2011 2010

Note USS million  USS million

Net cash used in operating activities 22 (11.44) (5.04)

Investing activities

Purchase of interest in associate - (10.75)
Proceeds from disposal of interest in associates - 6.00

Purchases of property, plant and equipment {0.05) (0.03)
Expenditure ot exploration and evaluation assets (15.55) {(77.22)
- 5.00

Receipts from associates
(Payments)receipts related to tong term payshles - (2.61)
.48 -

Proceeds from long term deposits
Lease deposit return 0.42 -
Net cash used in investing activities (14.70) {79.61}
Financing activities
Proceeds on issue of shares - §2.52
Proceeds from convertible foan draw-downs 29.67 -
Net cash from financing activities 2967 +82.52
Net increase/(decrease) in cash and cash equivalents 353 (2.13)
Cash and cash equivalents at beginning of period 112 323
Effect of foreign exchange rate changes 0.09 0.02
4,74 1.12

Cash and eash equivalents at end of period




New Age (African Global Energy) Limited

Notes to the consolidated financial statements
Year ended 31 December 2011

L

Accounting policies

New Age (African Global Energy} Limited (“New Age” or “the Company™) is a company incorperated in
Jersey. The address of the registered office is Nautilus House, L2 Cour des Casernes, St Helier, Jersey. The
nature of the Company's operations and its principal activities is the ¢xploration, development and production
of oil and gas primarily in the Afiican region. The Company was incorporated on 22 June 2007,

These consolidated financial statements are presented in US doflars because that Is the currency of the primary
cconomic environment in which the Company operates. Foreign operations are included in accordance with
the policies set out in note 3.

Adoption of new and revised standards

Standards not affecting the reported results nor the finzncial position

The following new and revised Standards and Interpreiations have been adopted but this sdoption has not had
any significant impact on the amounts reported in these consolidated financial statements but may impact the

accounting for future transactions and arrangements.

1AS 39 Finoncial 1AS 39 hes been amended to state that options’ contracls between an acquirer
Instruments: Recognition and a selling shareholder to buy or sell an acquirec that will result in a business
and Measurement combination at a future acquisition date are not excluded from the scope of the
(amendment) standard,

fFRIC 17 Distributions of The Interpretation provides guidance on when an entity should recognise a non-

Now-cash Assets fo Owners  cash dividend payable, how to measure the dividend payable and how to
account for any difference between the carrying amount of the assets distributed
and the carrying amount of the dividend payabie when the payable is settied.

IFRS 2 Groyp Cash-settled  The amendment clarifies the accounting for shar¢-based payment transactions

Share-based Payment between group entitics.

Transactions{amendmeni}

Al the date of authorisation of these financial statements, the following Standards and Interpretations which have

not been applied in these financial statements were in issue but not yet effective:

IFRS | (amended) Severe Hyperinflation and Remaval of Fixed Dates for First- time Adopters
IFRS 7 (amended) Disclosure — Transfers of Finonciaf Assets

IFRS 9 Financial Instruments

TFRS 10 Consolidated Financial Statements

[FRS t{ Joint Arrangements

IFRS 12 Disclosures of Interests in Other Entities

{FRS 13 Fair Value Measurement

IFRE 14 Presentation of ltems of Other Comprehensive Income
TAS 12 (amended) Deferred Tax: Recovery of Underlying Assets

[AS 19 (revised) Employee Benefits

1AS 27 (revised) Separote Financial Statements

[AS 28 (revised) Investments in Associates and Joinr Ventures

IFRIC 20 Stripping Caosts in the Production Phase of a Surface Mine

The directors have not yet evaluated the impact of the adoption of the standards listed above.

-

-
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New Age (African Global Energy) Limited

Notes to the consolidated financial statements
Year ended 31 December 2011

3.

Significant accounting policies

Basis of accounting
The consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards as issued by the International Accounting Standards Board ([FRSs).

The consolidated financial statements have been prepared on the historical cost basis,
payments which are recognised at fair value. The principal accounting policies adopted

except for share based
are set out below.

Going concern
Note 25 1o the consolidated financial statements includes the Group's objectives, policies and processes for
managing its capital; its financial risk management objectives; details of its financial instruments; and its
exposures to credit risk and liquidity risk.

The Group has agreed a $125 million equity subscription in January 2012 payable in three cash tranches, with
the first ranche of $50 million being received on 12 January 2012 and two future tranches®af cash due in July
2012 and January 2013, As a consequence, the directors believe that the Group is able to mansge its business
risks and cashflows successfully despite the current uncertain economic outlook.

After making enquiries, the directors have formed & Jjudgement, at the time of approving the consolidated

financial statements, that there is a reasonable expectation that the Group has adequate resources to continue in
operational existence for the foreseeable future, For this reason the directors continue o adopt the going

concemn basis in preparing the consolidated financial statements,

Basis of conselidation

The consolidated financial statements incorporate the financial statements of the Company and entities
controlled by the Company (its subsidiaries) (“the Group™). Control is achieved where the Company has the
power to govern the financial and operating policies of an investee entity so as to obtain benefits from its
activities,

Non-controlling interests in subsidiaries are identified separately from the Group’'s equity therein. The interests
of non-controlling subsidiaries may be initially measured at fair value or at the non-controfling interests’
proportionate share of the fair value of the acquiree’s identifiable net assets. The choice of measurement is
made on an acquisition-by-acquisition basis, Subsequent to acquisition, the carrying amount of the nor-
controlling interests is the amount of those interests at initial recognition plus the non-controlling interests’
share of subscquent changes in equity.

Changes in the Group's interests in subsidiaries that do not result in a loss of control are accounted for as
equily (ransactions, During the periods no such transactions occurred,




New Age (African Global Energy) Limited

Notes to the consolidated financial statements
Year ended 31 December 2011

3

Significant sccounting policies continued

The results of subsidiarics acquired or disposed of during the period are included in the consolidated income
statement from the effective date of acquisition or up to the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring the accounting
policies used into line with those used by the Group.

All intra-group transactions, baiances, income and expenses are eliminated on consolidation.

Revenue recognition
Service revenue is recognised on a time-and-materials basis when the services are provided.

Interest in joint ventares

A joint venture is 1 contractual arrangement whereby the Group and other parties undertake an economic
activity that is subject to joint control.

Where a group company undertakes its activities under joint venture arrangements direcily, the group's shares
of jointly controlled assets and any liabilities incurred Jointly with other ventures are recognised in the financial
Statements of the relevant company and classified according to their nature,

Liabilities and expenses incurred directly in respect of interests in joint controlled assets are accounted for on
an accruals basis. Income from the sale or use of the Group’s share of the output of jointly controlled assets,
and its share of joint venture expenses, are recognised when it is probable that the economic benefits associated
with the transactions will flow to/from the Group and their amount can be measured reliably.

Joint venture arrangements which involve the establishment of a separute entity in which each venture has an
interest are referred to as jointly controlled entities. The Group reports its interests in jointly controlled entities

using propogtionate consolidation - the Group’s share of the assets, liabilities, income and expenses of jointly
controlled entities are combined with the equivalent items in the consolidated financial statements on a line-by-

line basis,

Interest income

Interest income is recorded on an accrual basis, by reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts estimated future cash receipts through the
expected life of the financial asset 1o that asset’s net carrying amount,

Leasing

Lesses are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are classified as operating leases,

The Group as lessee:

Operating lease payments are recognised &s an expense on a straight-line basis over the terms of the relevant
Jease,

Benefits received and receivable as an incentive ta enter into an operating leasc are also spread on a straight-
line basis over the jease term,

L&

3




New Age (African Global Energy) Limited

Notes to the consolidated financial statements
Year ended 31 December 2011
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Significant accounting policies contivued

Foreign currencies

The individual financial statements of each entity within the Group are presented in the currency of the primary
economic environment in which it operates (its functional currency). For the purpose of the consolidated
financial statements, the results and financial position of each entity are expressed in US Dollars, which is the
functional currency of the Company, and the presentation currency for the consolidated financial statements.

In preparing the financial statements of the individual companies, transactions in curvencies other than the
entity's functional currency [foreign currencies) are recorded at the rates of exchange prevailing on the dates of
the transactions. At cach balgnce sheet date, monetary assets and fabilities that are denominated in foreign
currencies are retranslated at the rates prevailing on the balance sheet date, Non-monetary items carried at fair
value that are denominated in foreign currencies are translated at the rates prevailing at the date when the fair
value was determined. Non-monetary items that are measured in terms of historical cost in & foreign currency

are not retransiated, -
Exchange differences are recognised in profit or toss in the period in which they arise except for:

s exchange differences which relate ta assets under construction far furure productive use, which are included in
the cost of those assets when they are regarded as an adjustment to interest costs on foreign currency borrowings;
and

» exchange differences on monetary items receivable from or paysble to a fortign operation for which seutlement is
neither planned nor likely ta occur, which form part of the net investmend in a foreign operation, and which are
recognised in the foreign cumency translation reserve and recognised in profit or loss on disposal of the net
investrnent.

For the purpose of presenting consolidated financial statements, the assets and liahilitics of the Group’s foreign
operations dre transhaied at exchange rates prevailing on the balance sheet date. Income and expense items are
translated at the average exchange rates for the period, unless exchange rates fluctuate significantly during that
periad, in which case the exchange rates at the date of transactions are used. Exchange differences arising, if
any, are recorded in other comprehensive income and accumulated in sharcholders’ equity in the Group’s
foraign currency wanslation reserve. Amounts recorded in the translation reserve are recognised as income or
as expenses in the period in which the operation is disposed of.

Taxatton
The income tax expense represents the sum of the tax currently payable and deferred 1ax.

The tax curcently payable is based on taxable profit for the year. Taxable profit differs from net profit as
reported in the income statement becnuse it excludes items of income or expense that are taxable or deductible
in other years and it further excludes jtems that are never taxable or deductible. The Group's liability for
current tax is calculated using tax rates that have been enacted or substantively cnacted by the balance sheet

date.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of
assets and liabilities in the financial statements and the corresponding tax bases used in the computation of
taxable profit, and is accounted for using the balance sheet liability method. Deferred tax liabilities are
generally recognised for ail taxable temporary differences and deferred tax assets are recognised o the extent
that it is probable that taxable profits will be available against which deductible temporary differences can be
utitised. Such assets and tabilities are not recognised if the temporary difference arises from the Initial
recognition af goodwill or from the initial recognition {other than in 2 business combination) of other assets
and liabilities in a transaction that affects neither the taxable profit nor the accounting profit.




New Age (African Global Energy) Limited

Notes to the consolidated financial statements
Year ended 31 Pecember 2011

3. Significant accounting policies continued

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries
and associates, and interests in joint ventures, excepl where the group is able to control the reversal of the
(emporary difference and it is probable that the femporary difference will not reverse in the foreseeable future,

The cartying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that
it iz no fonger probable that sufficient taxable profits will be available to allow all or part of the asset to be
recovered,

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or
the asset is realised. Deferred tax is charged or credited in the income statement, except when it relates to items
charged or credited directly to equity, in which case the deferred tax is also dealt with in cquity.

Deferred tax assets and liahilities are offset when there is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to income taxes levied by the same taxation authotity and the
Group intends to settle its current tax assets and liabilities on a net basis,

Oil and gas assets

The Group applies a successfu! efforts based method of accounting for exploration and ¢vaiuation (E&E) costs,
having regard to the requirements of IFRS6~ ‘Exploration for and Evaluation of Mineral Resources’(“IFRS6").

Commercial reserves

Commercial reserves are proved and probable oil and gas reserves, which are defined as the estimated
quantities of crude oil, natural gas and natural gas liquids which geological, geophysical and engincering data
demonstrate with a specified degree of certainty ta be recoverable in future years from known reservoirs and
which are considered commercially viable. There should be a 50% statistical probability that the actual
quantity of recoverable reserves will be more than the amount estimated as proven and probable reserves and a
50% statistical probability that it will be less.

Pre-licence costs

Costs incurred prior to having obtained the legal rights to explore an area are expensed directly 10 the income
statcment as they are incurred.

Exploration and evaluaiion costs

Costs of exploration and evaluation ("E&E") are initizlly capitalised as intangible E&LE assets, Payments to
acquire the legal right to explore, costs of technical services and studies, seismic acquisition, exploratory
drilling and testing are also capitalised as intangible E&E assets,

Tangible assets used in E&E activities (such as the Group’s vehicles, drilling rigs, seismic property) are
classified as property, plant and equipment. However, to the extent that such a tangible asset is consumed in
developing an intangible E&E asset, the amount reflecting that consumption Is recorded as part of the cost of

the intangible assel.
E&E costs are not amortised prior to the conclusion of appraisal activities,

Intangible E&E assets related to each exploration licence are carried forward, until the existence (or otherwise)
of commercial reserves has been determined having regard to the impairment requirement of [FRSS. If
commercial reserves have been discovered, the carrving value, afier any impairment loss, of the relevant E&E
assets, is then reclassified as a deveiopment and production assets. If however, commercial reserves have not
been found, the capitaliscd costs are charged 0 expense after conclusion of appraisal activities on the license.

—r
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Significant accounting policies continued

Property, plant and equipment
Fixtures and equipment are stated at cost less accumulated depreciation and any recognised impairmant loss.

Depreciation is charged so as t6 write off the cost or valuation of assets over their estimated usefut lives, using

the straight-line method, on the following bases:

IT equipment 33.3%
Fixtures and equipment 20%
Financial instruments

Financial assets and financial liabilitics are recognised in the Group’s balance sheet when
party to the contractual provisions of the financial instrument,

the group becomes a

Financiat assets -
All financia] assets are recognised and derecognised on a trade date where the purchase or sale of a financial
asset is under a contract whose tenns require delivery of the investment within the timeframe established by
the market concerned, and are initially measured at Fair value, plus transaction costs, except for those financial
assets classified as at fair value through profit or loss, which are initially measured at fair value,

Financial asscts are classified into the following specified categories: financial assets ‘at fair value through
profit or loss” (FVTPL), ‘held-to-maturity” investments, ‘available-for-sale’ (AF3) financial assets and *loans
and receivables’. The classification depends on the nature and purpose of the financial assets and is determined
at the time of initial recognition. The Group had only financial assets classified as loans and receivables in the
current and preceding periods,

Loans aud receivables

Trade receivables, loans, and other receivables that have fixed or determinable payments that are not quoted in
an aclive market are classified as loans and receivables, Loans and receivables are measured at amortised cost
using the effective interest method, less any impairment. Interest income is recognised by applying the
effective interest rate, except for short-term receivables when the recognition of interest would be immaterial,

Impairment of financial assets earried at amortized cost

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at each balance sheet
date. Financial assets are impaired where there is objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the estimated future cash fows of the investment
have been impacted.

For financial assets at amortised cost, the impairment is measured as the difference between the asset's
carying amount and the present value of estimated future cash flows, discounted at the financial asset’s
original effective interest rate with the corresponding amount recognised in profit and loss.

The carrying amount of the financial asset is reduced by the impairment foss directly for all financial assets
with the exception of trade receivables, where the carrying amount is reduced through the use of an allowance
account. When a trade receivable is considered uncoltectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are credited against the allowance account. Changes
in the carrying amount of the allowance account are recognised in profit or loss.
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Significant accounting policies continued

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid
investments that are readily convertibie to a known amount of cash and are subject to an insignificant risk of
changes in value,

Financial liabilities and equity

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of the group after deducting
all of its liabilities. Equity instruments issued by the Group are recorded at the proceeds received, net of direct
issue costs,

Financia! Habilities
Financial liabilities are classified as either financial liabilities ‘at FVTPL' or “other financial liabilities”. The
Group has no financial liabilities designated es FVTPL for either the current or preceding periods,

Other financial liabilities
Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs,
Other financial liabilities are subsequently measured at amortised cost using the effective interest method, with

interest expense recognised on an effective yield basis,

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial liability and of
allocating inferest expense over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash payments (including alf fees on points paid or received that form an integral pari of the
effective interest rate, transaction costs and other premiums or discounts) through the expected life of the

financial liability, or, where appropriate, a shorter period.

Provisions

Provisions are recognised by the Company when it has a legal ar constructive obligation as a result of past
events, it is probabie that an outflow of economic resources wiil be required to settle the obligation and a
reliable estimate can be made of the amount of the obiigation.

Provisions are recognised for decommissioning and restoration obligations associated with the Group’s
exploration and evaluation assets and property, plant and equipment, The best estimate of the decommissioning
and restoration provision is recorded on a discounted basis using a risk-free interest rate, The value of the
obligation is added to the carrying amount of the associated property, plant and equipment asset and amortized
over the useful life of the asset. The provision is accreted over time through charges to Financing Expenses
with actual expenditures charged against the accumulated obligation, Changes in the future cash flow estimates
resulting from revisions to the estimated timing or amount of undiscounted cash flows are recognised as a
change in the decommissioning and restoration provision and related assel.

-
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Significant accounting policies continued

Share- based payments
Equity-setited sharc-based payments ta¢ senior management and others providing simitar services are measured
at the fair value of the equity instruments at the grant date. The fajr value excludes the effect of non market-
based vesting conditions. Details regarding the determination of the fair valtie of equity-settied share-based
transactions are set out in note 26,

The fair value determined at the grant date of the equity-settled share-based payments is expensed on a
straight-line basis over the vesting period, based on the Group's estimate of equity instruments that will
eventually vest. At each balance sheet date, the Group revises its estimate of the number of equity instruments
¢xpected 10 vest as a result of the ¢ffect of non market-based vesting conditions. The impact of the revision of
the original estimates, if any, is recognised in profit or loss such that the cumulative expense reflects the
revised estimate, with a corresponding adjustment to the equity-settled employee benefits reserve.

Segment reporting »

An operating segment is a component of the Group that engages in business activities from which it may eam
revenue and incur expenses, including revenue and expenses that relate to transactions with any of the Group’s

other components,
Critical accounting judgements and key sources of estimation uncertainty

The preparation of financial statements in accordance with IFRS requires management to make estimates,
Judgments and assunmptions that affect reported assets, liabilities, revenues and expenses, gains and losses, and
disclosures of contingencies, These estimates and assumptions are subject to change based on expericnce and
new information. Critical accounting estimates are those that require management to make assumptions about
matters that are highly uncertain at the time the estimate is made. Critical accounting estimates are also those
estitnates, which, where a different estimate could have been used or where changes in the estimate that are
reasonahly likely 1o occur, would have a material impact on the company's financial condition, changes in
financial condition or financial performance. Critical accounting estimates are reviewed annually by the Audit
Commitize of the Board of Directors. The following are the critical accounting estimates used in the
preparation of the Company’s 31 December 201 | consolidated and parent company financial statements,

throughout the year or in future periods,

Ol and Gas Activities
The Company is required to use judgment when designating the rature of oil and £as activities as exploration,
evaluation, development or praduction, and when determining whether the initial costs of these activities are

capilalized.
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Significant accounting policies continued

Exploration and Evaluation Costs

The costs of drilling exploratory wells are initially capitalized pending the evaluation of commercially
recoverable resources. The determination that commercial resources have been discoversd requires both
Jjudgment and industry experience. If 2 judgment is made that there are no commercially recoverable reserves
and the licence will be relinquished, the assaciated exploration costs are charged to exploration expense.
Evaluation costs incurred when management is assessing whether there are commercially recoverable
resources and designing development and front-end engineering plans are capitalized. Capilalized cosis
associated with exploration and evaluation assets are subject to ongoing technical, commercial and
management review to confirm the continued intent to develop and extract the underlying resources. When
management is making this assessment, changes to project economtics, quantities of resources, expecled
production techniques, unsuccessful drilling, and estimated production costs and capital expenditures are
Important factors, if a judgment is made that extraction of the resources is not commercially viable and the
licence will be relinquished, the associated exploration and evaluation costs are impaired and charged to profit
and loss,

Development Costs

Management uses judgment to determine when exploration and evalustion assets are reclassified 1o property,
plant and equipment. This decision considers several factors, including the existence of reserves, the receipt of
the appropriate approvals from regulatory bodies and the company's intermal project approval processes. Afer
an oil and gas property is reclassified to property, plant and equipment, all subsequent development costs are
capitalized.

Provisions for Decommissioning and Restoration Costs

The company recognizes liabilities for the future decommissioning and restoration of property, plant and
equipment, including, but not limited to, tailings ponds, producing well sites, and crude oil and natural gas
processing plants. The provision for such a liability is recognized only to the extent that there is a legal
obligation associated with the retirement of an asset that the company is required to settle as a result of an
existing or enacted law, statute, ordinance, written or orsl contract, or by lega! construction of a contract under
the doctrine of promissory estoppel.

These provisions are based on estimated costs, which take into account the anticipated method and extent of
restoration consistent with legal requirements, technological advances and the possible future use of the site.
Since these estimates are specific to the assets involved, there are many individual judgments and assumptions
underlying New Age’s total provision. Actual costs are uncertain end estimates can vary as a result of changes
to relevant laws and regulations, the emergence of new technology, operating experience and changss in prices.
The expected timing of future decommissioning and resioration activities may change due to certain factors,
including ol and gas reserves life. Changes to assumptions related to fisture expected costs, discount rates and
timing may have a material impact on the amounts presented. There was no provision required for the years

ended 31 December 2011,
When these provisions are initially recognized, an equal amount is capitalized as part of the cost of the
gssocialed asset and is amortized to expense over the life of the asset,

The value of these provisions is estimated by discounting the expected futare cash flows using a risk-free
interest rate. In subsequent periods, the provision is adjusted for the passage of time by charging an amount to
Accretion of Liabilities in Financing expenses, based on the discount rate,
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Significant accounting policies continued

Income Taxes
The determination of the company’s income lax provision is an inherently complex process, requiring

management to interpret continuaily-changing regulations and to make other judgments, including those about
deferved income taxes that are discussed below.

Management believes that adequate provisions have been made for all income tax obligations, although the
results of audits and reassessments and changes in the interpretations of standards may result in a material
increase or decrease in the company’s assets, Habilities and net earnings.

A taxable or a deductible temporary difference exists when there js & difference between the carrying velue of
an asset or Hability and its respective tax basis. The reversal of deductible temporary differences results in
deductible amounts when determining taxable income in future periods. The reversal of taxable temporary
differences results in taxable amounts when determining taxable income of future periods.

Deferred tax assets are recognized when it is considered probable that deductible temporary differences will be
recovered in the foresecable future. To the extent that future taxable income and the application of existing tax
faws in each jurisdiction differ significantly from the company's estimate, the ability of the company to realize
the deferred tax assets could be impacted.

Deferred tax liabilities are recognized when there are taxable temporary differences that will reverse and result
in & future outflow of funds to a taxation authority. The company records a provision for the amount that is
expected to be settled, which requires the application of judgment as to the ultimate outcome. Deferred tax
labilities could be impacted by changes in the company®s estimate of the likeithood of a Tuture outflow, the
expected settlement amount, and the tax laws in the jurisdictions in which the company operates.

- Segmental reporting

The basis for operating segments has been set out in the statement of accounting policies.

In the opinion of the Company as determined by the Chicf Executive Officer and reported to the Chief
Executive Officer and to the Board, the operations of the Group compase one class of business, oil and gas
exploration, development and production and the sale of hydrocarbons and refated activities. The Group
operate within two geogrephical markets, Africa and Kurdistan, The accounting policies of the operating
segments are the same as those deseribed in the summary of significant accounting policies,

Year ended 31 December 2011

Afriea Kordistan Unallocated* Total

USS millien USS milllion  USS mitlion  USE milifon

Service revenue . .90 - 0.90
Total revesue - 0.90 - 0.90
Pre-licence costs and exploration write-offs {1313 {0.87) (0.78) (14.78)
General administration costs - (0.52) (8.02) (8.54)
Operating (loss)profit (13.13) (0.49) {8.80) (22.42)
Other gains and [osses (0.07) - (0.20) 0.27)
-Interest expense . - (3.94) (3.94)
{Loss} hefore tax (13.20) {0.49) {12.94) (26.63)
Tax (0.06)
Loss for the year (26.69)

" * Unatlocated balances relates to head office and corporate expenscs
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4. Segmental reporting (continued)
Year eaded 31 December 2010
Aflrica Kuordistan Unaltocated* Total
USS million  USS millior  USS million  USY million

Service revenue - 0.86 - 0.86
Total revenue - 0.86 - 0.8
Pre-licence costs and exploratien write-offs {2.36) (0.58) {4.16) {7.10}
| General administration costs (1.62) {0.03} {2.36) (4.01)
‘ Other operating expense - (0.20} (0.20)
Operating (Joss¥profit {1.98) 0.25 (6.72) (10.45)
Interest revenuc - - 0.01 0.01
Other gains and losses - - (0.22) (0.22)
Loss on investment - (4.75) - (4.75)
{Loss) before tax (3.98) 4.50) (6.93) (15.41)
Tax (0.14)
Loss for the year (15.55)
Tl —————

* Unallocated balances relates (o head office and corporate expenses

For the purposes of monitoring segment performance and allocating resources between segments, the Group
manitors the tangible, intangible and net financial assets attributable to each segment. Al assets are allocated
ta reporiable segments with the exception of investments in assoclates, other financial assets (except for trade
and other receivables and payables), and borrowings.

Segment assets
31 December 31 December
2011 2016
USS million  USS million
Kurdistan 23.72 20.61
Africa 7813 7713
Unallocated assets 4.73 2,60
106.58 100.34

Included in segment assets arising from the Africa segment is §13.86 million (2010: § 12.71 million) relating
to Ethiopia, nil (2010: $6.89 million) relating to Mozambique, $64.05 miltion (2010: $57.43) relating to Congo
Brazzavitle and $0.12 million (2010: § 0.1 million) for the net current assets in South Africa office.
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4. Segmental reporting (continued)

Segment labilities

Kurdistan
Africa
Unallocated liabilities
Total liabilities
5. Revenue

Income during the period, comprised:

Service revenue
Management services for Gas Plus activities in Kurdistan

Total revenue

31 December 31 December
2011 2010
USS million  USS miltion

(0.54) {0.13)
(1.19) (2.32)
(40.13) (6.87)
(41.86) (9.32)

-

Year caded  Year ended
31 December 31 Pecember
2011 2010

USS million  US$ million

0.90 0.86

0.90 0.86
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6. Auditor remuneration

The analysis of auditors' remuneration is as follows:

Audit of company

Audit of subsidiaries and joint ventures

Total audil

Tax advisory services

Services related to corporate finance transactions not mentioned

above

Total non-audit services

7. Staff costs

Their aggreg;te remuneration comprised:
Wages and salaries

Social security costs

Contractors fees

[n 2011 $0.66 miltion (2010: $0.27 millicn) of the contractor fees were capitalised as part of the exploration

and evaluation assets,

3, Interest revenuve

Interest revenue:
Bank deposits

Totai interest revenue

Yearended Year ended
31 December 31 December
2611 2010

US$ million  LS¥ million
0.05 D.04

0.07 0.05

0.12 0.09

- 0.01

0.43 -

0.43 0.01

Year ended  Year ended
3 December 31 December
2011 2010

USE million  USS million
1.00 0.95

0.05 0.02

3.37 343

4.42 4.40

Yearended  Year eaded
31 December 31 December
2011 2010

USS million  USS million
- 0.01

- 0.01

.y

o
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9. Tax
The charge far the period can be reconciled to the loss per the income statement as follows:

Yearended  Year ended
31 December 31 December

o1 2010
USS milllon  USS million
Current corporation tax 0.06 013
Deferred tax - 0.01
Totat tax charge 0.06 0.14
Loss before rax subject to;
Jersey tax (13.92) (13.85)
UK corporation tax (0.10) 0.31
South African corporate tax 0.02 0.11
Turkish eorporate tax - -
Ethiopian tax (0.29) (.97
Kurdistan tax (0.02) (0.01)
Congo Brazzaville tax (0.95) {0.02)
Mozambique tax {1137 {0.01)
{26.63) (15.44)

Tax at standard rate in:

Jersey tax at 0% . .
UK corporation tax at 26% (2010: 28%) (0.02) 0.09

South African corporate tax at 28% 0.03
Turkish corporate tax at 20% - -
Ethiopian tax at 30% (0.09 (0.59)
Congo Brazzaville tax at 36% {0.34) (0.00)
Mozambique tax al 32% {3.64) (0.01)
4.09) {0.49)
Effects of;
Non deductible expenses 0.43 0.07
Tax losses not recognised 3.72 0.56
Marginal relief - -
0.06 0.14

Tax charge for the year




New Age (African Global Energy) Limited

Notes to the consolidated financial statements
Year ended 31 December 2011

10,

Intangible exploration and evaluation assets

Group Company
Oil and gas Oil and gas
properties Total properties Total

USS million  USS million  USS miltion 1SS million
Cost
At | January 2011 96.47 96.47 20.50 20.50
Additions [5.44 15.44 245 245
Exploration expenditure written off (11.62) (11.62) - -
At 31 December 201 | 100.29 100,29 22.95 22,95
Cost
At ] January 2010 1120 1120 - -
Additions 87.22 87.22 20.50 20.50
Exploration expenditure written off (1.95) (1.95) - -
At 3t December 2010 96.47 96,47 20.50 20.50
Carrying amount:
At 31 December 2011 100.29 100.29 22,95 22,95
Al 31 December 2010 96.47 96.47 20.50 20.50

The amounts for intangible E&E assets represent active exploration projects. These amounts will be written
off to the income statement on a licence by licence basis, unicss commercial reserves are established or the
determination process is not complete. The outcome of exploration, and therefore whether the carrying value

of ELE assets will ultimately be recoverable, is inherently uncertain,

The carrying value at 31 December 201 | represents licence interests in Africa of $77.91 million (2010 $76.20
million} and Kurdistan of § 22.38 million (2010: $20.22 million).

In the year ended 31 December 201 | an amount of $11.35 million was written off to the profit and loss accoun
in respect of costs incurred to date on the Inhaminga license which has been relinquishad.

The current phase of both the Ethiopia Ogaden and Kurdistan Khalakan licences inciude one commitment weil,
Due to delays caused by weather and border detays in Kurdistan and due 10 rig availability in Ethiopia, there is
a risk that the wells will not reach target depth before the licence expiry date. The directors have kept the
respective Governments appraised of the issues, and are confident that extensions will be granted if required,
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11.  Property, plant and equipment

TR TRTREY

Fixtures
IT Motor and
equipment Office costs vehticles fittings Total
Group Uss Uss USs uss Uss
million millien million milkion million
At cost
AL | January 201 0.31 0.67 0.02 0.14 1.14
Additions 0.05 - - - (.05
Exchange differences (0.04) (G.01) - {0.02) (0.07)
At 31 December 2011 0.32 0.66 0.02 0.12 1.12
Accumulated depreciation and impairment -
Al | January 2011 0.26 0.45 - 0.10 0.81
Charge for the periad 0.05 0.16 - 0.04 0.25
Exchange differences (0.01} (0.01) - {0,03) (0.05)
At 3! Dlecember 2011 0.30 0.50 - 0.1t 1.01
Carrying value:
At 31 December 201 | 0.02 0.06 0.02 0.01 a1
Fixtures
IT Motor and
equipment Office costs vehicles fittings Tota)
Group Uss uss Uss Uss uss
million million million million milllon
At cost
At 1 January 2010 0.28 0.67 0.02 0.14 R
Additions 0.02 0.01 - - 0.03
Exchange differences 0.04 (0.01) - - -
At 31 December 2010 0.31 0.67 0.02 0.t4 1.14
Accumulated depreciation and impairment
At | January 2010 Q.15 0.30 - 0.06 0.51
Charge for the period 0.10 AT - 0.04 .30
Exchange differences 0.01 {0.01} - - -
At 3f December 2010 0.26 0.45 - Q.10 0.81
Carrying value
At 31 December 2010 0.05 0.22 0.02 0.04 0.33
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12.

13

Other assets

Group Company
31 December 31 December 31 December 31 December
2011 20610 2011 2010
USS million  USS$ millien  USS million  USS miilion
Ethiopia puarantee - 0.48 - -
Office security depasit 0.56 0.96 -
0.56 1.44 - -

The US$ 0.48 miltion payment which was made in 2008 is 2 requirement under the terms of the Ethiopia
licence agreement whereby cash has been placed in an Escrow interest-bearing account and was repaid in
December 2011 when the licence was refinquished,

The office security deposit which was made in 2008 represents the obligation to pay a one year security deposit
on the London office to secure the now extended four year lease which is repayable at the end of the lease term
in 2014, During the year an amount of $0.42 million wag repaid in respect of the security lease deposit.

Trade recetvables and other

Group Company
3 December 31 December 31 December 31 December
2011 2H0 2011 2010
USS miltion  USS million  USS million  US$ million
Trade receivables 0.45 0.63 0.57 0.46
Amounts due_ﬁ'om related parties - 0.08 92.23 79.04
Prepayments 0.43 0.27 Q.07 0.04
(.88 0.98 92.87 79.54

Trade receivables disclosed above are classified as loans and receivables and are measured at cost. The Group
does not charge interest on any of its receivables and having assessed the recoverability of the receivables, the
Group has not made any allowance for doubtful debts as it does not currently have any receivables due aver
120 days. The Group does not apply any exlemal credit scoring system as normal trade receivables include
amounts due from related parties or other known parties,

The Group does not have any amounts whick are past due at each reporting date. The average age of
reccivables is 30 days (2010: 30 days).

Ageing of receivables:

Group Company
5t December 31 December 31 December 31 December
2011 2010 2011 2010
USS milllon  USS million  USS million USE million
30-60 days 0.88 0.98 0.67 0.05

L8

-
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14.

15,

Cash and cash equivalents

Group Company
31 December 31 December 31 December 3 December
2011 2010 2011 2010
USS million  USS million USS milllon  USS million
474 L2 3.33 0.60

Cash and cash equivalenis

Cash and cash equivalents comprise cash held by the Group and short-term bank deposits with an original
maturity of three months or less. The carrying amount of these assets approximates their fair value.

Trade and other payables

Group Coempany
31 December 3I December 31 Decemb&r 31 December
018 1910 1011 010
US$ million  USS miltion USS million  USS million
Trade payables 2.50 1.86 .79 127
Accruals 3.69 4.40 2.50 2.50
Amounts due to related parties 0.4t 0.52 .41 0.52

6.60 6.78 4,70 4.29

Trade creditors and accruals principally comprise amounts outsianding for trade purchases and ongoing costs.
For most suppliers no interest is charged on the trade payables for the first 30 days from the date of the invoice.
Thereafter, interest is chargeable on the outstanding balances at varigus interest rates. The Group has financiat
risk management policies in place 1o ensure thal payables are paid within the credit timeframe.

Due the short term nature of the trade payables the carrying amount approximates fair value.

Trade payables includes an amount of § §.33 miltion (2010: $6.33 million) relating to short term office lease
payments due, Future long term fease obligations are shown in Note 24,
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£6. Convertible loan
In February 2011 the Company entered into a convertible loan facility for $27.4 million. The fean principal
and accrued interest is repayable on 10 February 2012 either in cash or by conversion to ordinary shares at the
option of the lender. During the year the facility was increased by $10 million to $37.4 million. As at 31
December 20111 $29.67 million had been drawn down sgainst the facility.

Interest of 25% per annum accrues on the foan principal from the date of drawdown up to the repayment date.

On 12 January 2012, tenders to the convertible loan egreed to be fully repaid by 2 cash repayment of $0.96
million and conversion of $33.72 million of the loan to ordinery shares.
The net proceeds received from the issue of convertible loan notes has been split between the financial liability
efement and an equity component, representing the fair value of the embedded option to convert the financial
liability into equily of the Company, as follows:

3t December 31 December

2011 2010
USSm USSm

Neoo-current assets
Proceeds of issue of convertible loan 29.67 -
Equity component (0.43) -
Liability component on date of issue (29.24) -
Accrued interest {3.93} -
(3307 .

Liability component at 31 December 2011

The initial equily component of $0.43 million was calculated as the bslance of the issue proceeds once the fair
value of the debt component had been deducted and allocated to liabilities, and has been credited to the equity

reserve,

The fair value of the liability component has been calculated using an effective interest rate of 30%, being the
estimated interest rate that would apply to an equivalent loan without conversion feature.

The interest expense for the period recognised in the income statement is calculated by applying the effective
interest rate of 30% to the liability component for the period since the loan notes were issued. The liability
component {s measured at amortised cost.
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17.  Deferred tax
Accelerated taxed depreciation
31 December 31 December
2011 2010
USS million  USS$ milllon
At beginning of period 0.02 -
Charge/(credit) to income - 0.02
0.02 0.02
Al the balance sheet date, the Group had unused tax losses of $3.72 milllon (201¢: $3.7 miltion) available for
offset against Future profits. No deferred tax asset has been recognised in respect of these due to the uncertainty
of future taxable profits. -
18.  Subsidiaries

A list of the significant investments in subsidiaries, including the name, country of incorperation, proportion of

ownership inferest is as below:

Company Incorporation detsils

New Age UK Limited Sep 2007  Grear Briain  100% Services company

New African (Global Energy SA Pty Ltd Oct 2007 South Africa  100% Services company

New Age Energy Algoa (Pty) Ltd fieh 2010 South Africa  100% Oit and gas

New Age (Ethiopia) Lid Oct 2008 Jersey 100% Oit and gas

New Age {Inhaminga) Ltd (previously New Age Oct 2008 Jersey 100% Oil and gas
Camercon B Lid)

New Age Marnagement Services Lid {previously New Oct 2007 Jersey 100% Qil and gas
Ape Niger A ftd)

Lake Tanganikya Exploration Ltd (previously New Age Dec 2008  Jersey 100% Qil and gas
Tanzania Led)

New Age M12 FHoldings Ltd (previously New Age Ghana Oct 2007 Jersey 5% Oil and gas
Ltd)

New Age (Erbil} Ltd May 2007  Jersey 100% Oil and gas

New Ape Khatakan Lid Jul 2010 Jersey 100% Qil and gas

Gas Plus Turkey Ltd Mar 2009 Jersey 100% Oif and gas

Gas Plus LNG Enerjr Yatarim ve Ticaret AS Oct 2008 Turkey 5% Oil and gas

(ias Plus Enerji Yatririm ve ticaret AS Oct 2008 Turkey 75% Qil and gas

New Age Holdings Ltd (previously New Age (Tawke)  Apr2009  Jersey 100% Halding compary
Lid)y

Jersey MI12 Lad Jom 2010 Jerscy 105% Oil and gas

The non — controlling interest in 2009 related to 25% interest in Gas Plus LNG Energji Yatarim ve Ticaret AS
and Gas Plus Energji Yatarim ve Ticarct AS and amounted to $nil (2010:nil). Both of these companies have

been inactive since 2009,

B RE k=

During 2010 the group disposed of its 20% interest in Gas Plus Erbil. The investment was acquired in February
2010 for a consideration of $10.75 miltion but subsequently on sold to Blackgold Holdings Ltd ( a related party)
for $6 million incurring a loss of $4.75 million. This Joss was taken directly to the consolidated income statement.

The non-controlling interest in 2011 related to 25% shares in New Age M12 Holdings Limited and
amounted to $0.35 million (2010: $0.0tmitlion).
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Notes to the consolidated financial statements
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19.  Investments in joint ventures and associates
In 2010 the Company acquired a 50% interest in Gas Plus Khalakan Limited. The group accounts for its 50%
interest in Gas Plus Khalakan using proportionate consolidation. The following amounts are included in the
consolidated financial statements as a resull:

Group and Company

31 December 31 Decersber

2M1 10

USS miltion  USS million

Non-current assets 22.38 20.50

Current assets;

Cash and cash equivalents 1.34 0.38
Current liabilities:

Trade and other payables (0.53) (0.12)

23,19 20,76

Net assets

There was no amount for the joint venture's share of profits or losses included in the consolidated income
statement as the Josses for the period were only minimal (2019 nil),

20.  Share capital
Group and Company
31 December 31 December

2011 2010
- Uss uss
Authorised:
2,000,000,000 ordinary shares of US$| cach - 2,000,000,000
400,000,000 ordinary shares of US$5 each 2,000,000,000 -
Issued and fully pald:
Ordinary shares of US$] each - 123,834,658
Ordinary shares of US$S each 123,834,658 -

There were no share issues in the period;

On 9 September 2011 the Company's shareholders approved the consofidation of all class of sharesona §to |
basis.

On 12 September 2011 the 123,834,658 issued Class A and Class B Shares of US$1.00 each in the capital of
the Company were redesignated as Ordinary Shares and consolidated into 24,766,932 Ordinary Shares of
US$5.00 each, having the rights attached to them in the articles of association,

On 12 September 2011 all of the authorised but unissued A Shares and B Sheres of 1J$%1.00 each in the capital
of the Company were cancelled and the share capital of the Company was increased by the creation of
375,233,068 Ordinary Shares of US$5.00 each, having the rights attached to them in the articles of association,
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21,

Loss per ordisary shace

The busic loss per ordinary share is calculated using a numerator of the loss for the period and a denominator
of the weighted average number of ordinary shares in issue for the period. The diluted loss per ordinary share is
calculated using a numerator of the loss for the year and a denominator of the weighted average number of
ordinary shares outstanding and adjusting for the effect of potentially dilutive shares, including share options
and deferred shares if they are exercisable, assuming that they had been converted.

Dituted toss per share is the same as the ordinary loss per share as the deferred share scheme is anti-dilutive,
due to losses incurred in all periods shown.
31 December 3! December

2011 2010
Loss for the financial period (1/S$ million} (26.69). (15.55)
Weighted average number of ordinary shares (million) 2437 17.70
Basic and diluted loss per ordinary share (US$} (1.08) (0.88)

On 9 September 2001 the Company's sharcholders approved the consolidation of all class of shares on 2 §5 10
%1 basis,

On 12 September 2011 the 123,834,658 issued Class A and Class B Shares of USSL.00 each in the capital of
the Company were redesignated as Ordinary Shares and consolidated into 24,766,932 Ordinary Shares of
US35.00 each, having the rights attached to them in the articles of association,

The weighted averape number of shares in issue in the current and past periods includes the impact of the share
cansolidation,
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22,

Notes to the cash flow stafement

Loss for the period

Adjustments for:

Loss on disposal on investment

Invesument revenues

Interest expense

Income tax expense

Depreciation of property, plant and equipment
Write off of intangible assets

Share-based payment credit

Operating cash flows before movements in working capital
Decreasc in trade receivables and other
{Decrease)/Increase in payables

Cash used in operations

Income taxes paid

Net cash uscd in operating activities

»

31 December 3t December

2611 2010
USS miltios  USS mlillon
{26.69) (15.55)
- 415

- (¢.o0n

3.94 -
0.06 0.14
0.25 0.31
11.62 1.95

- {0.04)

(10.82) (8._45)
0.08 0.76
(0.44) 2.67
(11.18} (5.02)
{0.26} (0.02)
(11.44) (5.04)

Cash and cash equivalents (which are presented as a single class of nssets on the face of the balance sheet)
comprise cash at bank and other short-term highly liquid investments with a maturity of three months or less,

In December 2010 movement in trade receivables and other excludes a non-cash ameunt of $10.00 million

related to the acquisition of shares in Gas Plus Khalakan Ltd.
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13,

Related party transactions
Transactions between the Company and its subsidiaries, which arc related parties, have been eliminated on
consalidation atd are not disclosed in this note.

Trading transactions
During the period, group companies entered into the following transactions with related parties who are not

members of the group:
Purchase/(sale) of goods Amounts owed to/{from)
related party

Group and Company Group and Company
Yearended Yearended Yearended Year ended
3 December 31 December 31 December 3 December
2011 2010 20]1 2010
USS million  USS million USS million  USS millien

Related party

Invicea Executive Resources Ltd 1.8 3.26 0.41 .52

Associate
Gas Plus Erbil Limited - (0.25)

Joint venfure
Gas Plus Khalakan Limited {1.19) (1.31)

. (0.02)

. (0.08)

The Invicta companies above are owned by the management of New Age (African Global Energy) Ltd, and
hence are deemed related parties of the Grouwp. [nvicta provides management coasultancy services to the

Company.

The Group has a 50% interest in Gas Plus Khalakan and provides management services baszd on actaal time
spent and costs incurred to Gas Plus Khalzkan and Gas Plus Erbil .

The amounts outstanding are unsecured and will be settled in cash with the exception of services provided to
Gas Plus Khalakan which were at cost, No guaranfees have heen given or received. No provisions have been
made for doubtful debts in respect of the amounts owed by related parties.

Remuoeration of key management persgnne!

The key management personnel of the group, which includes the CEQ and the senior management team, are
remunerated via Invicta Executive Resources Limited. The aggregate remuneration paid to Invicta Executive
Resources Limited in respect of their services was $3.18 million (2010: $3.26 miflion), and related ¢ntirely to

short term employee benefits,

With cffect from | November 2009 the key management personnel are also entitied to a share based deferred
paymen: for a 40% reduction in the fees and details of these are given in note 26 to these accounts.

Directors® transactions

There were no transactions with any Directors of the Group. None of the Directors except for the CEO
received any remugeration for their services as Directors,
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Operzting leases arrangements

The Group as Jessce

Group
31 December 31 December
2011 2010

USS million USS$ million

Minittum lease payments under operating leases
recognised as an expense in the period 1.26 0.74

At the balance sheet date, the group had oufstanding commitments for future minimum lease payments under
non-cancellable operating leases, which fall due as follows:
31 December 31 December
2011 2010
USE million  USS miHion

Within one year 0.72 0.70
In the second to five years inclusive 1.48 .69
2.20 239

Operating lease payments represent rentals payable by the group for certain of its office properties. Leases are
negotiated for an average term of four years and rentals are fixed for the lease.

Financial Ingtruments

Capital risk management

The Group manages ils capital to ensure that entities in the Group will be able to continue as a going concern
while maximising the relurmn to stakeholders through the optimisation of the equity balance. The capital
structure of the Group consists of cash and cash equivalents and equity attributable to equity holders of the
parent, comprising issued capital, reserves and retained earnings.
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25.

Financial instruments (continued)

Categories of financial fnstrument

Group Company
31 December 31 December 31 December 3 December
2011 010 201t 2010

USS millioa  USS million  US$ million USS million
Financial assets

Cash and cash equivalents 4.74 112 333 (.60
Trade receivables and other .38 0.97 0.64 0.50
Other current receivables - - 92,23 79.04
Other agsets (.56 1.44 - -
6,18 3.53 96,20 80.14
.

Financial fiabilities
Trade and other payables 2.50 1.86 1.79 .27
Amounts due to related parties 0.41 0.52 0.41 0.52
Accruals 3.69 4.40 2.50 2.50
Convertible loan 3307 - 3317 -
39.77 6.78 37.87 4.29

Firancial risk management objectives

The Group's finance function provides services to the business, co-ordinates access to domestic and
intermational financial markets, monitors and manages the financial risks relating to the operations of the Group
through internaf risk reports. These risks include market risk, currency risk and liquidity risk. As the Group
was funded during 2011 by draw downs on a convertible toan at a fixed rate of interest it is not materially
exposed ta interest rate risk,

Following repayment of the convertible loan on 12 January 2012 the Group has no debt funding. However
following a $125 million equity subscription agreed og 12 January 2012, the Company received the first
tranche of 350 million in cash on 12 January 2012 with the second tranche due in July 2012 and the final
tranche due in January 2013, The cash is deposited with at least four independent investment grade financial
institutions ta reduce custodial risk. .

Market risk

The Group's activities expose it primarily to the financial risks of changes in foreign currency exchange rates
and interest rates.

Fareign currency risk management

The Group undertakes certain transactions denominated in foreign currencies, Hence, exposures to exchange
rate fluctuztions arise, There have been no changes to the Group’s exposure to market risks or the manner in
which these risks arise.
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Financial instruments (continued)

The carrying amounts of the foreign currency denominated monetary assets and monetary liabilitics at the
reporting date are as follows:

Group
31 December 31 December
2011 2010
USS million  USS million
GB Pound {0.46) 0.07
South African Rand (0.11) 0.13

With the exception of a bank account which had a very small amount of GB Pound cash, the Company had no
foreign currency denominated monetary assels or liabilities.

Foreign currency sensitivity analysis

The Group is mainly exposed to the currency of Great Britain (GB Pound currency) and the currency of South
Africa (South African Rand currency).

The following table details the Group’s sensitivity to a 20 per cent increase and decrease in the US Dollar
against the relevant foreign cutrencies, 20 per cenl represents management's assessment of the reasonably
possible change in foreign exchange rates. The sensitivity analysig includes only outstanding foreign currency
denominated monetary items and adjusts their translation at the period end for a 20 per cent change in foreign
currency rates. A positive number below indicates an increase in profit and other equity where the US Dollar
strengthens 20 per cent against the refevant currency. For a 20 per cent weakening of the US Dollar against the
relevant currency, there would be an equal and opposite impact on the profit and other equity, and the balances
below wouldbe negative,

GB Pound South African Rand
currency impact currvency impact
2011 2610 201t 2010

USS million  USS million  USS millieon  USS wmillion
Profit or loss 014 0.01 0.02 0.01

Credit risk management

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in financiat
Joss 10 the Group. The Group's financial instruments that are poicntially exposed to concentration of credit risk
consist primarify of cash and cash equivalents (i-e. trade receivables and other and other receivable) and loans
artd receivables.

The Group does have, through its equity subscription by Kerogen, a potential credit risk exposure 1o the non
payment of $75 million of contracted future funding. Other than the above the Group does not have any
significant credit risk exposure tg any one counterparty or any group of counterparties having similar
characteristics. The Group has a policy in place to seek legal recaurse if any party defaults on any repayment
[CTms.
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Financial fnstruments (continued)

The carrying amount of financial assets recorded in the consolidated financial statements, which is net of
impatrment losses, represents the Group’s maximum exposure lo credit risk as no colisteral or other credit
enhancements are held,

Liguidity rizk management

Liquidity vigk is the risk that the Group will not be able to settle all Habilities as they are due. The Group's
liquidity position is carefully monitored and managed. The Group manages liquidity risk by maintaining
detailed budgeting cash forecasting process and matching the maturity profile of financial assets and liabilities
to help ensure that it has adequate cash available to meet payment obligations.

Uhimate responsibility for liquidity risk management rests with the board of directors, which has built an
appropriate liquidity risk management framework for the management of the Group's short, medium and long-
term funding and liquidity menagement requirements, The Group manages liquidity rfsk by maintaining
adequate reserves and by continuously monitaring forecast and actual cash flows and matching the maturity
profiles of financial nsseis and Ifabilities.

The following tables detail the Group's remaining contractua! maturity for its non-derivative financial
liabilities, including future lease obligations. The tables have been drawn up based on the undiscounted cash
flows of financial liabilities based on the earliest date on which the Group can be required to pay.

Less than 3 monihs 1.5
| montk  1-3 months to 1 year years Total
Uss Uss Uuss uss Uss
miltion mittion mililon million miltien
2011
Trade and other payables - 2.67 0.50 t.39 4.56
Amounts due to related parties 0,41 - . - 0.41
Convertible loan - 33.17 - - 33.17
2010
Trade and other payables ~ 2.00 0.50 2.39 4.89
Amaounts due to related parties 0.52 - - - 0.52

The Group expects to meet its other obligations from operating cash flows and proceeds of maturing financial
assels.
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27

Share based payments

The Company has in place convertible deferred shares in liew of services provided by the senior management
of the Group and this has been operating from 1 November 2009, Shares are exercisable at a price of nil, and
will vest provided that the majority of the shareholders in place at the date of the exit event have realised or
have the apportunity 16 realise their original investment plus an annualised rate of retumn of 10%. The vesting
date is expected to be at an exit date which at this present time is unknown. Deferred shares are forfeited if the
employec leaves the Group before the deferred shares vest. Details of the deferred shares outstanding during

the period are as follows:

2011 2010
Weighted Weighted
average average
exercise exercise
Number of price Number price
shares (in%) of shares (in¥)
Outstanding at beginning of period 2,485,855 374,680
Granted during the period 1,974,144 nil 2,111,175 nit
Outstanding at the end of the period 4,459,999 2,485,855

The weighted average share price at the date of grant for deferred shares was $1.20 ¢2010: $1.38). The
deferred shares outstanding at 31 December 201 | had a weighted average exercise price of nil (2010: nil).

On 2 September 2011 the Company redesignated the share capital of the company on a 1 for 5 basis and as
such the number of shares accruing at 31 December 2011 for conversion at the vesting date is 892,000

(2010: 497,171).

Al 31 December 2011, the Group recognised Nil (2010: nil) charge in the income statement in respect of the
deferred shares scheme, as the performance condition in respect of the scheme, being an Exit Event, was not
considered to be probable, and hence none of the shares will vest.

Commitments

As at 31 December 2011 the Group had total contractual commitments of $65.4 million (2010: §13.6 million),
comprising $4.5 million (includes a commitment well $3.0 million (2010: $2.0 million) on Ogaden Blacks
7&8 and Adigala in Ethiopia, a $41.7 million commitment (2010; $11 million) on Marine 12 Congo
Brazzaville which includes onc commitment well, two further wells and initial costs of development and §7.2
miltion on Algoa Gamtoos comprising 8 3D seismic programme.

For its 50% interest in Gas Plus Khalakan, under the terms of the Khaiakan PSC signed on 11 June 2009 Gas
Plus Khalakan has a minimum exploration work obligation to acquire, process and interpret 200km of 2D
seismic. This was fully completed in 2080, As the seismic survey identified a commercially viable petroleum
structure, Gas Plus Khalakan has a commitment 1 drill one exploration well committing a minimem financial
amount of $13 million ($6.5 million net to the Company).
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28.

Post balance sheet events

On 12 Janusry 2012 Kerogen Fund LLP subscribed for 21.97 million US$S5 shares at a price of $5.69 per share
generating gross proceeds of $125 million. The subscription takes place over three tranches, the first tranche
of $50 miltion on completion on 12 January 2012, the second tranche of $50 million by | July 2012 and the

final tranche of $25 miilion by | January 2013,

Also on 12 January 2012, lenders to the convertible loan agreed to be fully repaid by a cash repayment of $0.96
mitlion and conversion of $33.72 million of the loan to ordinary shares,



