HUTTON ENERGY LIMITED

Consolidated Annual Report and Financial Statements

For the Period Ended 30 June 2015

Company number 07680815

pfgp /Q,qig»v;’ e ©tmu 75 A e
OS5 254y

%/07’7”0,«/ /p&a./)»/p AP
poge SG

<L
=]
L2]
4
z *S5C5KNBE"
SPE 28/07/2016 #228
GOMPANIES HOUSE
*L5E2587U"
LD4 24/08/2016 #12

COMPANIES HOUSE




HUTTON ENERGY LIMITED

CONTENTS

Group information
Strategic report
Directors' report

The Statement of Directors’ responsibility in respect of the Directars’ Report
and Financial Statements

Report of the independent auditor to the members of
Hutton Energy Limited

Consoldated Income Statement

Consolidated Statement of Comprehensive Income
Consolidated Statemant of Financial Position
Consolidated Statement of Changes m Equity
Consaolidated Cash Flow Statement

Notes 1o the Consolidated Financial Statements
Company Financial Statements

Company Statement of Financial Position
Company Statement of Change in Equity
Company Cash Flow Statement

Notes to the Company Financial Statements

Page

13
14

15-50

51
52
53

54-60




HUTTON ENERGY LIMITED

GROUP INFORMATION

DIRECTORS

SECRETARY

REGISTERED OFFICE

REGISTERED NUMBER

SOLIC'TORS

AUDITOR

ACCOUNTANTS

Charles Morgan
Craig Burton
David Messtna

WFW Legal Services Linited

/O WEW Legal Services Limtted
15 Appold Strest

London

EC2A 2HB

07680815 (England and Wales)

WFW Legal Services Limited
15 Appold Street

London

EC2A 2HB

NWN Blue Squared

Chartared Certfied Accountants and Statutory Auditors
7 Bourne Court

Southend Road

Woodford Green

Essex

IG8 8HD

Capita Profassional Services
40 Dukes Place

London

EC3A 7NH



HUTTON ENERGY LIMITED
STRATEGIC REFPORT
FOR THE PERIOD ENDED 30 JUNE 2015

STRATEGIC REPORT FOR THE PERIOD ENDED 30 JUNE 2015
The Directors present therr strategic report on the Group for the 18 month penod ended 30 June 2015
Reviaw of Business

Hutton Energy Linnted ("Hutton™) (s an independent oll and gas exploration company with exploration activity in
Poland and the United Kingdom

During the eighleen months covered by these financial statements, the Group continued its activity in Poland and
acquired and bid for a number of bcenses in the Unted Kingdom

+ On November 147, 2014 Hutton Energy Ltd compleied the acquisition of Newton Energy UK Limited (since
renamed Hutton Energy UK Limited) from Newton Energy Corporation for a cash consideration of £705,000
This acquisition added four onshore exploration licenses of 450 square kilometras i the East Midlands of
the United Kingdom to the Hutton Group’s assets

¢ Hutton participated in the United Kingdom’s 14* Onshore Ol and Gas Licensing Round which was launched
on 28 July 2014 and closed on 28 October 2014 Hutton joined forces with Coronation (Ol & Gas) Limited
and submitted applications on fourteen blocks The Oil and Gas Authorty subsequent to the perniod covered
by this report confirmed that the Hutton-Coronation bids have been successful on nine of the fourteen blocks
apphed for (800 square kilometres)

After 2 sustained period of elevated ol prices, the spot pnice for Brent ol dropped from US$115/bbl in June 2014
to US$60/bbI at June 30™ 2015 This resulted 1n a contraction n M&A actwity in the energy sector, as well as in
capital expenditure on ail and gas exploration and development globally The Board of Hutton responded to the
difficult market conditions by further rationalisation of its asset base and implementation of austenty measures to
reduce overheads

Active marketing of the core Polish and UK assets continued throughout the perted These efforts and
negotiations have subsequently been productive Subsequent to the date of these accounts Huiton completed a
sale of 45% of Its Polish assets to Prospex Ol & Gas pic This transaction wall result in the dnlling of a
conventional gas exploration well on the Kolo icense in Poland 1n late 2016

Hutton confinues to develop and market its assets in Poland and the UK Hutton will continue to look for strategic
pariners to assist in the development of its assets and, depending on market conditions continuing to improve,
will review its position on raising external finance

Financial and Operational review

The Directors' review of 2014/2015 financial and operational activities and of post period end updates are
provided In detall on pages 5 to 7 of the Directors Report This information 15 considered to form part of the
gtrategic repori

Corporate governance

The Drrectors seek, as far as 1s cansidered appropriate having regards to the size and nature of actities of the
Group, to comply with industry best practice and the Guidetines of the Quoted Companies Alliance

Principa! Risks, Uncertainties and Mitigation Strategles

The Group faces a number of business nsks in its operatons These are recognised by the Board and are
addressed in a systernatic way The principal nisks and miigation strategees are summarsed below

Ol pnee fluctuations — the potential for oil and gas prices to fluctuate over any given perniod could put the
commerciaity of certain partnerships and related corporate transactions at nsk The Group takes a
canservative view of oll pnces when undertaking capital appraisal

Inabiity to fund capital expenditure and shortfalls in operational cash flow — the Graup takes 2 prudent approach
to budgeting and business planning so that funds are not commutted without the Group being certain of obtamning
such funds




HUTTON ENERGY LIMITED
STRATEGIC REPORT
FOR THE PERIOD ENDED 30 JUNE 2015

Health, safety and environmental incidents — the Group has ngorous health, safety, environment and quahty
processss and procedures Regulatory regimes monitoring the environmental impact of the Groups operations
can impose sanctions which would potentally disrupt and ulimately levy penalties, ncreasing costs
unnecessarily

Insffactive capilal expenditure —the Group undertakes ngorous analysis before any capital expenditure s
authorised and undertaken Expert analysis of all aspects of the geological and physical environment is
examined and only when it 1s deemed appropriate are funds gilocated to capttal projects A record of successful
exploration 1s also essential for the credibitity of the Group In 1ts future fundraising

Fanlure to maintam regulatory approval for projects/opsrations — the Group has experenced and may confinue to
experience a high level of regulatory nsk given its nvolvement in the ol and gas exploration industry The Group
has a detailed understanding of legal and regulatory requirements and has regular engagement with government
and regulators to ensure comphance Local and industry experts are used {o ensure the smooth running of this
aspact of project management Legal sanctions are possiblie if comphance 1s not adequate and mncreased costs
or penalties are possible

Key performance indlcators

Given that the Group 1s not yet at a production stage, it's not considered that the Group has any relevant KP¥'s in
2014/2015 Management efforts during the penod were focused on farming-out and acquinng exploration assets

Signed on behalf of the Board 1n accordance with a resolution of the Board of Directors

Charles Waite Morgan
Chairman
27 July 2016




HUTTON ENERGY LIMITED
DIRECTORS REPORT
FOR THE PERIOD ENDED 30 JUNE 2015

The Directors present therr Report together with the audited consolidated financial statements of Hutton Energy
Limited for the 18 menth penicd ended 30 June 2015

The registered office address of the Company 18 C/O WFW Legal Services Limited, 15 Appold Street, London,
EC2A 2HB

The Company and its subsidianies together are referred to herein as the Group
The Directors’ Business and Future Developments Review 1s addressed in the Strategic Report on page 3
PRINCIPAL ACTIVITIES

The principal activity of the Group in the penod under review was the acquisition of licenses and exploration for
oil and gas in Europe

OPERATIONAL REVIEW

The Directors’ review of 2014/2015 operahonal actvities and the post period end updates are pronided in detail
on page 3 to 4 of the Strategic Report and this Is considered to form part of the Directors report

FINANCIAL REVIEW

Hulton conlinues to focus on developing and expanding its asset base whilst minmising admirustrative
overheads Administratve overheads dunng the perod to 30 June 2015 were US$3,869,589 (2013
US$1,930,721) — Thue was in-line with approved budgets and the Board’s objective of mmmising costs

Budgeted expenditure on administrative overhead in the following financial year I1s 1US$646,072 and the Group 18
on-target to meset this

The Group held cash on hand at the penod end of US$100,433 (2013 US$132,735)

During period the Group's operations and investment programme were primanly funded by shareholder foans of
US$6.433,032 These loans bear interest at 8% per annum payable quarterly The Group has met all its interest
commitments on these loans

GOING CONCERN

The financial statements have been prepared on the going concern basis, which the Directors beheve 1o be
appropriate for the following reasons

e Atthe end of June 2015 the Group had cash resources of US$100,433 and the total amount outstanding
on loans from shareholders was US$6,433,032

« The Directors have considered the cash fiow forecasts of the Group to the end of 2016 Taking into
account existing cash reserves and the ongoing support of the existing funding sharehoiders, the
Directors are satisfied that the Group will have the capacity to meet all its working capital commutments,
administration and operating costs to the end of 2016

s The Group is dependent for the continuation of trading on funds provided to it by its shareholders The
shareholders have indicated that, for at least 18 months from the date of approval of these financial
statements, they intend to contmue to make avallable such funds as are needed by the Group and in
particuiar will not seek repayment of the amounts currently made available The Directors consider that
this should enable the Group 1o continue 1n operational existence for the foreseeable future by meeting
its liabilities as they fall due for payment

As with any company placing reliance on its shareholders for financial support, the Directors acknowledge (hat
there can be no certanty that this support will continue although, at the dale of approvai of these financial
statements, they have no reason 1o belteve that it will not do so




HUTTON ENERGY LIMITED
DIRECTORS REPORT
FOR THE PERIOD ENDED 30 JUNE 2015

PRINCIPAL RISKS AND UNCERTAINTIES

The Group's financial and capital nsk management policies are set out 1n notes 3 1 and 3 2 wathun the accounting
policies section of this financial report

RESULTS AND DIVIDENDS

The Group's loss for the period after tax amounted to US$5,606,096 (2013  loss of US$2,193,022) The
Directors do not recommend the payment of a dwvidend (2013 US$ nil)

SUPPLIER PAYMENT POLICY

The Group's policy 15 to settle supphier invaices within 30 days of the date of the wnvoice The Group may, by
exception, pay individual suppliers on different terms

CHARITABLE AND POLITICAL CONTRIBUTIONS

The Group has made neither chantable nor any political contribubion to any source during both the current and
preceding perods

POST BALANCE SHEET EVENTS
Details of significant events since the balance sheet date are set out on page 3 of the Strategic Report
AUDIT OF SUBSIDIARIES

Exernption under section 478A of the Companies Act 2006 from the regquirement to produce audited accounts at
the entity [avel 1s being apphed to the following subsidiaries

Name Country of Principal activity % Country of
operation registration

Hutton Poland Ltd UK Holding company 100% UK - 08092544
Hutton Polandg Jurassic Ltd UK Holding company 100% UK - 08284346
Hutton Energy UK Lid UK Gas expleration 100% UK - 06399734
Kolo Resources LLP UK Gas exploration 100% UK - OC380272
Lodz Zachod LLP UK Gas exptoration 100% UK - 0OC380268
Poddebice LLP UK Gas exploration 100% UK - OC380265

Application of this exemption i no way himits the scope of the audit of the Group and Hutton Energy Limited
financial statements

DIRECTORS

The Directors who have held office duting the period to the date of this report are as follows
Charles Walte Morgan

Craig 12n Burton

Dawvid Duncan Messina

DIRECTORS INTERESTS

The Directors who held office at 30 June 2015 had the following interests in the shares of the Company

Director No of shares No of options Total
Mtaru Pty Ltd 5,599,960 - 5,599,960
Seaspin Pty itd @ 24,866,720 - 24,866,720
Craig lan Burton 21,666,680 - 21,666,680

1 Mr David Messina has an interest
21 Mr Chardes Morgan has an nleras!




HUTTON ENERGY LIMITED
DIRECTORS REPORT
FOR THE PERIOD ENDED 30 JUNE 2015

Disclosure of information to auditor

The Directors who held office at the date of approval of this Diractors' report confirm that, so far as they are each
aware, there 1s no relevant audit mformation of which the Group's auditor 15 unaware, and each Director has
taken all the steps that he ought to have taken as a director to make himself aware of any relevant audit
information and to establish that the Group’s auditors 1s aware of that information

Auditor

During the penod, NWN Blue Squared were appointed n office as auditor of the company and a resolution to
reappoint them will be proposed at the forthcoming Annual General Meeting

ON BEHALF OF THE BOARD:

Charles Waite Morgan
Chairman
27 July 2016




HUTTON ENERGY LIMITED

THE STATEMENT OF DIRECTORS’ RESPONSIBILITY IN RESPECT OF THE
DIRECTORS' REPORT AND FINANCIAL STATEMENTS

FOR THE PERIOD ENDED 30 JUNE 2015

Statement of Directors’ responsibliities in respect of the Directors’ Report and the financial statements

The Directors are responsible for prepanng the Directors' Report and the financial statements in accordance with
applicable law and regulations

Company law requires the Directors lo prepare Group and parent company financial statements for each financial
penod bnder that law they have elected o prepare bath the Group and the parent company financial statements
in accordance with International Financia! Reporting Standards as adopted by the EU and applicable law

Under company law the Directors must not approve the financial statements unless they are satisfied that they
give a true and fair view of the state of affarrs of the Group and parent company and af their profit or loss for that
period In preparing each of the Group and parent company financial statements, the Directors are required to

+ select suitable accounting policies and then apply them consistently,
o make judgements and estimates that are reasonable and prudent,
+ state whether they have been prepared tn accordance with IFRSs as adopted by the EU, and

« prepare the financial statements on the going concern basis unless It is nappropriate to presume that the
Group and the parent company wili continue 11 business

The Directors are responsible for keeping adeguate accounting records that are sufficent {o show and explamn
the parent company's transactions and disclose with reasonable accuracy at any tme the financial position of the
parent company and enable them to ensure that its financial statements comply with the Companies Act 2006

They have general responstbility for taking such steps as are reasonably open 1o them to safeguard the assets of
the Group and to prevent and detect fraud and other rrregularties

The Directors are responsible for the mantenance and integnty of the corporate and financial information
included on the company’s website Legislation in the UK goverming the preparation and dissemination of
financia! statements may differ from legistation n other junsdictions




HUTTON ENERGY LIMITED

REPORT OF THE INDEPENDENT AUDITOR TO THE MEMBERS OF HUTTON
ENERGY LIMITED

FOR THE PERIOD ENDED 30 JUNE 2015

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF HUTTON ENERGY LIMITED

We have audited the Group financial statements of Hutton Energy Limited for the period ended 30 June 2015 set
out on pages 10 to 50 and the Parent Company financial statements for the penod ended 30 June 2015 set out
on pages 51 to 60 The financal reporting framework that has been appliad 1n their preparation 15 apphcable law
and International Financial Reporiing Standards (IFRSs) as adopted by the EU and, as regards the parent
company financial statements, as applied in accordance with the provisions of the Companies Act 2006

This report s made solely to the company's members, as a body. in accordance wath Chapter 3 of Part 16 of the
Companies Act 2008 Our audt work has been undertaken so that we might state to the company’s members
those matters we are required to state to them i an auditor's report and for no other purpose To the fullest
extent permitted by law, we do not accept or assume responsibility 1o anyone other than the company and the
company's members, as a body, for our audit work, for this repart, or for the opinions we have formed

Respective responsibilities of Directors and auditor

As explamed more fully in the Statement of Direclors' Responsibility set out on page 8, the Directors are
responsibla for the preparation of the financial statements and for being satisfied that they give a true and fair
view Our responsibility 1s 1o audit, and express an opinien on, the financial statements m accordance with
apphcable law and International Standards on Auditing (UK and lreland) Those standards require us to comply
with the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financal statements 15 provided on the Financial Reporting Counci's
wabsite at www frc.org uk/auditscopeukprivate

Opinlon on financial statements
In our optnion

» the financial statements give a true and far view of the stale of the Group's and of the parent company's
affairs as at 30 June 2015 and of the Group’s loss for the period then ended,

« the Group financial statements have been properly prepared in accordance with IFRSs as adopted by the
EU,

« the parent company financial statements have been properly prepared in accordance with IFRSs as adopted
by the EU and as appled in accordance with the provisions of the Compantes Act 2006, and

« the financial statements have been prepared in accordance with the requirements of the Companies Act
2006

Opinion on other matter prescribed by the Companles Act 2008

In our optnion the information given In the Directors' Report for the financial penod for which the financial
statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Compamies Act 2006 requires us 1o report
to you if, in cur opinion

« adequate accounting records have not been kept by the parent company, of returns adequate for our audit
have not been received from branches not wisited by us, or

«  the parent company financial statements are not in agreemant with the accounting records and retums, or
« certan disclosures of Diractors’ remuneration specified by law are not made, or

« we have not recaived all the information and explanatians we require for our audit

NP (9[/ 5%«
Edmund Brizn Niman (Sentor Statutory Auditor)

for and on behalf of NWN Blue Squared, Statutory Auditor
Chartered Accountants




HUTTON ENERGY LIMITED

CONSOLIDATED INCOME STATEMENT
FOR THE PERIOD ENDED 30 JUNE 2015

Continuing operations

Adrmunistrative expenses

Other income
Cperating loss

Finance income
Finance costs

Share of (loss)/profil of associates and joint

ventures

(Logs)profit before tax

Taxation

{Loss)/profit for the perlod from continuing

operations

Discontinued operations
Loss for the panod from discontinued

aperations net of fax

Loss for the period

10
11

17

12

13

Note

Period ended Year ended
30 June 2015 31 December 2013
uss us$
(3,869,589) (1,930,72%)
65,191 641,376
(3,804,398) (1,289,345)
3,758 1,577,220
(1,678,422) (60,168)
{4,489) 166,482
{5,483,561) 394,189
(122,545) (268,177)
(5,6086,096) 126,012
- {2,319,034)

{6,606,096) (2,193022)

The notes on pages 15 to 50 are an integral part of these financial statements

10




HUTTON ENERGY LIMITED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE PERIOD ENDED 30 JUNE 2015

Loss for the period

items that mey be subsequently reclassified to
profit or loss:

Exchange differences on transiation of foreign Group
operations

Other comprehensive incomel/{toss)

Total comprehensive loss for the period

Penod ended Year ended
30 June 20156 31 December 2013
Uss LSS
(5,606,096} (2,193,022}
833,673 (389,716}
833,673 (389,716}
(4,772,423) (2,582,738}

The notes on pages 15 to 50 are an integral part of these financial statements

11




HUTTON ENERGY LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2015 Company number 07680815
Notes 30 June 2015 31 December 2013
uss$ uss
Assetls
Non-current assets
Intangibles exploraticn and evaluation assets 14 2,811,019 1,801,130
Property, plant and equipment 15 3,519 24,473
Invesiments in associate undertakings 17 4,743,247 4,747,736
7,587,785 6,673,339
Current assets
Investmants 18 - 593,568
Trade and other receivables 19 359,219 551,426
Cash and cash equivalents 20 100,433 132,735
459,652 1,277,729
Total assets 8,017,437 7,951,068
Liabilities
Current Liabilities
Trade and other payables 21 {767,233) {473,796)
Shareholder loans 22 {6,433,032) (2,010,222)
(7,200,266) (2,484,018)
Net current liabllities (6,740,613) (1,208,289)
Non-current liabilities
Deferred tax lability 25 (122 548) -
Total liabllitles {7,322,810) (2,484,018)
Net assets 684,627 5 467 050
Equity
Share capital 24 454 454
Redeemable share capital 24 82,458 82,458
Merger reserve 24 {277} (277)
Share based payment reserve 24 161,812 151,812
Trans{ation reserve 837,118 {295,558)
Retained earmngs (78,935) 5,529,161
Total equity 694,627 5,467,050

The financial statements were approved by the board of Directors and authonsed for issue on 27 July 2016

They were signed on its behalf by

Charles Walte Morgan
Chairman

The notes on pages 15 to 50 form an integral part of these financial statements

12
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HUTTON ENERGY LIMITED
CONSOLIDATED CASH FLOW STATEMENT
FOR THE PERIOD ENDED 30 JUNE 2015

Penod ended Year ended
30 June 2015 31 December 2013
Note us$ uss
Net cash used in operating activities 28 (3,638,459} (2,025,269)
Cash flow from Investing activities
Interest received 181 385
Interest receved from discontinued operations 219
Purchase of mangible assets {175,546) (2,536,072)
Purchase of property, plant and equipment (3,189} (11,633)
Acquisttion of subsidiary 16 (732,112) -
Grant income receved 14,508 1,289,411
Dmadend income 3,577 -
Disposal of joint venture undertakings - 300,000
Disposal of current asset investments 592,216 211,685
Disposal of subsidiary undertakings - {39,125)
Net cash used in tnvesting activitles {300,385) (785,130}
Cash flow from financing activities
Interest pard (216,735) (49,947)
Interest paid in discontinued operations - (1,058}
Proceeds from 1ssue of shareholder loans 22 4,131,278 2,000,000
Net cash generated from financing actlvities 3,615,543 1,948,995
Net decrease in cash and cash equivalents (23,281) (861,404)
Cash and cash equivalents at beginning of period 132,735 1,017,291
Effect of exchange rate fluctuations on cash held (9,021) (23,152)
Cash and cash equivalents at end of period 100,433 132,735

14

The notes on pages 15 to 50 form an mtegral part of these financial statements




HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

1. Basis of preparation

The consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards ('IFRS') as adopted by the European Union and IFRIC interpratations The consohdated financial
statements have been prepared under the historical cost convention The preparation of financial statements n
conformity with [FRS requires the use of certain critical accounting estmates It also requires management to
sxercise its jJudgement in the process of applying the Group's accounting policies The areas involving 8 higher
degree of judgement or complexty, or areas where assumptions and esimates are significant to the consolidated
financial statements are disclosed in note 4

Golng concem

The financal statements have been prepared on the going concern basis, which the Directors beleve to be
approprnate for the following reasons

e  Althe end of June 2015 the Group had cash resourcas of US$100,433 and the total amount outstanding
on loans from shareholders was US$6,433,032

«  The Directors have considered the cash flow forecasts of the Group to the end of 2016 Taking into
account existing cash reserves and the ongoing support of the exsting funding shareholders, the
Directors are satisfied that the Group will have the capacity to meet all its working capital commitments,
administzation and operating costs to the end of 2016

» The Group s dependent for the continuation of trading on funds provided to 1t by its shareholders The
shareholders have indicated that, for at least 18 months from the date of approval of these financial
statements, they intend to continue to make available such funds as are needed by the Group and in
particutar will not seek repayment of the amounts currently made available The Directors consider that
this should enable the Group to continue n operational existence for the foreseeable fulure by meeting
its habilittes as they fall due for payment

As with any company placing reliance on its shareholders for financial support, the Directors acknowiedge that

thare can be no certainty that this support will continue although, at the dale of approval of these financial
statements, they have no reason to believe that it will not do so

15



HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

4, Basis of praparation {continued)
{a) NEW AND AMENDED IFRS STANDARDS
The following standards and amendments to existing standards have been published and are mandatery from

the financial period on or after the effective dates shown below but are relevant lo the group and do not have a
material effact on the Group {although they may affect the accounting for future transactions and events)

Standard Key requirements Effective date as
adopted by the
EU

Amendment to IAS 27, Amendments triggered by IFRS 10 ‘Consoiidated Financial 1 January 2014

'Separate Financial Statements’ and IFRS 12 to the portion of IAS 27 that

Statements’ addresses the accounting for consoldaied financal

statements IAS 27, as revised, 1S Iimited to the accounting
for investments i subsidiares, jont ventures, and
associates in separale financial statements

Amendment to IAS 28, IAS 28 sets out the requirements for the application of the 1 January 2014
‘Investments in equity method of accounting for investments in associates

Associates and Jont and joint ventures

Ventures'

Amendment to IAS 32 Clanfying the reguirements for offsetting financial assets 1 January 2014
‘Financial  Instruments  and financial labiihes on balance shest

Presentation” and IFRS 7

‘Financial  Instruments

Disclosures’

Amendments to IAS 36 These amendments prowide disclosure requirements 1 January 2014
‘Impawment of assets’ regarding measurement of the recoverable amount of
impaired assels

Amendment to IFRS 11 IFRS 11 overhauls the accounting for joint venturas (now 1 January 2014
*Joint Arrangements’ called jomt arrangements), In particular, the transitton from

equity method to proportionate  consolidation for

investments m jointly controlled entihes (referred to as joint

operations under [FRS 11)

IFRS 12 'Disclosure of IFRS 12 requires extensive disclosures enabling users of 1 January 2014
Interests i Other financial statements lo evaluate the nature of, and risks
Entiies’ associated wath, interests in other entites and the effects of

those mlerests on the entity's financial statements

Amendments to IFRS 10, These amendments are effective for annual accounting 1 January 2014
IFRS 11 and IFRS 12 penods begmning on or after 1 January 2014 and provide

additional transition retief to IFRSs 10, 11 and 12, imiing

the requremsnt to provide adjusted  comparative

information to only the preceding comparative period

16




HUTTON ENERGY LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

1. Basis of preparation (continued)

{b} STANDARDS JSSUED BUT NOT YET EFFECTIVE

The following new standards, amendments to standards and interpretations have been issued, but are not

effective for the financial period begimning 1 January 2014 and have not been early adopted

Standard

IFRS 15, ‘Revenue
from Contracts with
Customers'

Amendment to 1AS
1, 'Presentation of
Financial
Statements’

Amandments to
IAS 16 & IAS 38,
‘Property, Plant and
Equipment' and
‘Intangible Assets’

Update of IFRS 9,
'Financial
Instruments’

Amendment to IAS
19, 'Employes
benefits’

Key requirements

The objective of IFRS 15 1s to establish the principles that an entity shali
apply to report useful information to users of financial statements about the
nature, amount, tming, and uncertamnty of revenue and cash flows ansing
from a contract with a customer

The amendments address perceived impediments {o preparers exercising
their judgement i presanting their financiat reports

The amendments provide clarification of acceptable methods of
depreciation and amartisation

A finalised version of IFRS 8 which containg accounting requirements for
financial instruments superseding IFRS 9 (2009)

The amendments address updates on employee contributions

Effective date

as adopted by
the EU

1 January 2017

1 January 2016

1 January 2016

1 January 2018

1 July 2014

None of the above are expected to have a significant effect on the consaldated financial statements of the
Group, when they come into effect

2, Summary of significant accounting policies

The prncipal accounting policles adopted are set out below

2 1 Basis of consohdation

The consolidated financial statements incorporate the financial results of the Company and entities controlled by
the Company and Ils subsidianes Control is achieved where the Company has the power to govern the financial

and operating policies of an entity so as to obtain benefits from its activities

The results of subsidianes acquired or disposed of during the period are included w the consolidated statement
of comprehensive income from the effective date of acquisiion and up to the effective date of disposal, as

appropriate
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HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

2, Summary of significant accounting policles (continued)

Uniform accounting policies have been adapted across the Group  All intra-Group transachons, balances,
income and expenses are eiminated on consolidation

The foliowing subsidianies were part of the Group at 30 June 2015

Name Country of Principal activity % Country of
operation registration

Strzelecki Energia Mazowecka Poland Gas exploration 100% Poland

Strzeleck Energia Prabuly Potuntowe  Poland Gas exploration 100% Poland

Karbona Holdings BV Netherlands Holding company 100% Nethertands

Hutton Poland Ltd UK Holding company 100% UK

Strzeleckl Energta Sp Zoo Poland Gas exploration 100% Poland

Hutton Poland Jurassic Lid UK Holding company 100% UK

Hutton Energy UK Ltd UK Gas exploration 100% UK

Kolo Resources LLP UK Gas exploration 100% UK

Lodz Zachod LLP UK Gas exploration 100% UK

Poddsbice LLP UK Gas exploration 100% UK

in the prior year on 31 December 2013, the Group disposed of the Basgas Pty Lid subgroup, which was
comprised of the followang entities

Basgas Pty Ltd (parent)

Basgas Energia Netherlands BV
Basgas Energia France SAS
Basgas Energla Czechgro
Hutton Exploration Ltd

For further details of this transachion please see note 13
2 2 Business combinations

The acquisition of subsidiaries 18 accounted for using the acquisiion method For each business combmation, the
consideration transferred for the acquisition s measured at the aggregate of the far values, at the date of
exchange, of assels gwen, labiliies incurred or assumed, and equity instruments i1ssued by the Group N
exchange for control of the acquiree The consideration transferred includes the fair value of any asset or hability
resulting from a contingent consideraton arrangement Acquisition related costs are expensed as incurred The
acquiree’s identifiable assets, latshities and contingent abilities that meet the conditions for recognition under
IFRS 3 are racogmsed at therr far value at the acquisition date On an acquisiion basis the Group recogrnises
any non-controlling interest in the acquiree eiher at far value or at the non-controlling interests proportionate
share of the acquiree's net assets

The excess of the consideration transferred over the amount of any non-controlling mterest in the acquiree and
the aoquisition date fair value of any previous equrty interest in the acquiree over the farr value of the Group's
ghare of the 1dentifiable net assets acquired 1s recorded as goodwil) if this 1s less than the far value of the net
assels of the subsidiary acquired in the case of a bargain purchase, the: difference 1s recognised direclly in the
income staternent
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HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

2 Summary of significant accounting policies {continued)
2 3 Joint ventures and associates

Joint ventures and associales are accounted for using the equity method of accounting and are ubially
recognised al cost The Group's investment In the joint venture or associate includes goodwill identified on
acquisition, net of any accumulated impairment loss

The Group's share of the joint venlure or associate's post-acquisiion profits or losses is racognised tn the income
statement, and its share of pest-acquisition reserve movements 1s recogrised n other comprehensive Income
The cumulative post-acquisition movements are adjusted against the carrying amount of the investment When
the Group's share of losses in a joint venture equals or exceeds its interest in the joint venture or associate,
including any other unsecured receivables, the Group dees not recogmise further losses, uniess it has incurred
obligations or made payments on behalf of the joint venture

If the ownership inferest in a joint venture or associate 1S reduced but significant influence I1s retained, only a
proporionate share of the amounis previously recognised In other comprehensive mcome are reclassified to
profit or loss where appropnate

Unrealised gains on transactions between the Group and the joint venture or associate are eliminated to the
extent of the Group's interest 1n the joint venture or associate Unrealised losses are also elimmated unless the
transaction provides evidence of an impawment of the asset transferred Dilution gans and losses ansing i joint
ventures and associate are recognised in the mcome statement

2 4 Revenue recogrution

Revenue 15 measured at the fair value of the consideration receved or receivable and represents amounts
recevable for goeds and services provided tn the normal course of business, nel of discounts and sales related
taxes Revenus Is recogmsed when services are delivered and tifle has passed

Interest mncome 1s accrued on a tme basts, by reference to the prncipal outstanding and the interest rate
applicable

2 5 Employee services setfled i equity instruments

The Group ssues equity-settled share-based payments to certain employees These are measured at far value
{excluding the effect of non market-based vesting conditions) at the date of grant, measured by using the Black
Scholes moda! The farr vaiue determined at the grant date 18 expensed on a straight ine basis over the veshing
penod, based on the Group's estimate of shares that will eventually vest and adjusted for the effect of non
market-based vesting conditions

2 6 Foreign currencies

The mdmvidual financial statements of each Group Company are presented in the currency of the primary
sconomic environment mn which H operates (its functional currency) For the purpose of the consolidated financal
statements, the results and financial posttion of each group company are converted nto US$, which 15 the
presentation currency for the consolidated financial statements The functional currency of each member of the
Group 1s normally the currency of their geographic location  On tins basts the holding company Hutton Energy
Limited has a funchonal currency of UK stering while the subsidianes at year end have funchonal currencies of
Polish Zloty, US Dollar, Euro and UK Stering The reason for the functional currency normally being as such 18
that at this early staga in the Group's development, most transactions for each individual member of the Group
are carried out In the geographic currency

In prepanng the financial statements of the indivdual companies, transactions in currencies ather than the
entity's functional currency (being the geographical currencies) are racognised at the rates of exchange
prevailing on the dates of the transactions At each balance sheet date, monetary assets and babibties that are
denominated m foreign cumencies are retranslated at the rates prevaiing at that date Non-monetary items
camed at fair value that are dencminaled in foreign currencies are translated at the rates prevailing at the date
when the far value was detemmined Non-monefary tems that are measured in terms of historical cost In a
foretgn currency are nof retranslated
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HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

2. Summary of significant accounting policies {continued)
2 6 Foreign currencies (continued)

For the purpese of presenting consolidated financial statements, the assets and liabiites of the Group's foreign
operstions are translated at exchange rates prevailing on the balance sheet date tncome and expense ems are
translated at the average exchange rates for the penod, unless exchange rates fluctuate significantly during that
perod, in which case the exchange rates at the date of transaction are used Exchange differences ansing, Wf
any, are recognised n other comprehensive income and accumulated 10 equity (attnbuted to non-controlling
interesis as appropnate)

2 7 Exploration and evaluation assets
Exploration and evalualion assets

The Group follows the successful sfiorts method of accounting for ntangible exploration and evaluation (E&E)
costs Al licence acquisition, exploration and evaluation costs are intially capitahised as intangible fixed assets in
cost centres by field or exploration area, as appropnate, pending determination of commeraiality of the relevant
property Directly attnbutable administralion cosls are capitalised in so far as they relate to specific exploration
activities Pre-licence costs and general exploration costs not specific to any particutar hicence or prospect are
expensed as incurred

If prospects are deemed to be iImpaired (‘unsuccessful’) on completran of the evaluation, the associated costs are
charged to the mcome statement If the field is determined to be commercially viable, the aftributable costs are
transferred to property, plant and equiprment in single field cost centres These cosls are then depreciated on a
umit of production basis

Al fisld development costs are capitalised as property, plant and equpment Property, plant and equipment
related to production actvites are amoriised n accordance with ihe Group's depletion and amoriisation
accounting policy

Development and production asssis

Development and production assels are accumulated generally on a field-by-field basis and represent the cost of
developing tha commercial reserves discovered and bringing them into production, together with the exploration
and evaluation expenditures incurred in finding commercial reserves transferred from intangible expioraton and
evaluation assets as outhnad above

The cost of development and production assets also includes the cost of acquisitions and purchases of such
assets, directly attributable overheads, and the cost of recognising prowisions for future restoration and
dacommitssioning

2 8 Depletion and amortisation — development and production assets

Expenditure carred within each field 13 amortised from the commencement of production on a unit of production
basis, which 1s the ratto of oil or gas preduction in the peniod to the estimated quantities of commercial reserves
at the end of the period plus the production 1n the period, generally on a field-by-field basis Costs used in the unit
of production calculation compnse the net book value of capitaiised costs plus the estmated fulure field
development costs Changes in the estimates of commercial reserves o future field development costs are dealt
with prospectively

2 9 Commercial reserves

Commercial reserves (2P) are proven and probable natural gas reserves, which are defined as the estimated
quantities of natural gas which geological, geophysical and engineenng data demonstrate with a specified degree
of certanty 1o be recoverable in fulure years from known reservoirs and which are considered commercially
producible There should be a 50 per cent statisticat probability that the actual quantily of recoverable resarves
will be more than the amount estimated as proven and probable reserves and a 50 per cent statistical probability
that it will be less
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HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

2. Summary of significant accounting policies (continued)
2 10 Property, plant and equipment

Property, plant and equipment s stated at cost less accumulated depreciation and any impairment losses Cost
includes the original purchase price of the asset and the costs attnbutable to bringing the asset to its working
condition for its intended use Deprectation s charged so as to wnte-off the costs of assets less their residual
value over their estmated useful livas, using the straight-ine method commencing In the month following the
purchase, on the following basis

Fuxtures and fithngs 3toSyears

The gam or loss ansing on the disposal of an asset Is determined as the difference between the sales proceeds
and the carrying amount of the assel and is recogrused in other income

2 11 Impairment of propariy, plant and equipment

At each balance sheet date, the Group reviews the carrying amount of its tangible assets with finite lives o
deterrmune whether there 1s any indication that those assets have suffered an impaiment loss If any such
indication exists, the recoverable amount of the asset 1 estmated in order to determine the extent of the
imparment loss For the purposes of mpairment the Group estimates the recoverable amount of the cash-
generating unit to which assets belong

Where there has been a change 1n economic conditions that indicates a possible impairment In a discovery field,
the recoverabilily of the net book value relating to that field 15 assessed by companson with the eshmated
discounted future cash flows based on management's expectations of future otl and gas pnces and future costs

Recoverable amount 18 the fugher of fair value less costs o sell and value in use In assessing value in use, the
estmated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the nsks specific to the asset for which the estimates
of future cash fiows have not been adjusted

I the recoverable amount of an asset or cash-generating unit 1s estmated to be less than its carrying amount, the
carrying amount of the assset cash-generating unit 1s raduced to its recoverable amount An impaument foss is
recogmised as an expense mmediately, unless the relevant asset 1s camed at a re-valued amount, in which case
the impairment loss is treated as a revaluation decrease

Where conditions giving rise to impairment subsequently reverss, the effect of the mpairment charge 15 also
reversed as a credit to the moome statement, net of any depreciation that would have been charged since the
imparrment

2 12 Impairment of exploration and evaluation assets
At each statement of financial position date, the Group reviews the carrying amount of exploration assets to
determine whether there 1s any indication that those assets have suffered an imparrment loss, 1n accordance

with IFRS 6 If any such indication exists, the recoverable amount of the asset s estimated m order to determine
the extent of the Impainment loss

2 14 Financial instruments

Financial assets and financial iabtities are recogmised on the Group’s balance sheet when the Group becomes
party to the contractual prowisions of the instrument

The Group classifies its financial assets in the following categones at fair value through profit or loss, loans and
recewvables and available for sale and classifies its financial habiies as ‘other financial habilities’ The
classification depends on the purpose for which the financial assets or habiliies were acquirad Management
determines the classification of its financial assets and habilities at initial recogntion

The Group holds Currant Asset investments as financial assets at fair value through profit and loss
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HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

2. Summary of significant accounting policies (continued)

2 14 1 Trade receivables

Trade recevables are recogrised intially at fair value and subsequently measured at amortised cost using the
effective interest method Appropriate prowvisions for estimated wrecoverable amounts are recognised in the
income statement when there is objeclive evidence that the assets are impaired

The effective iterest method s a method of calculating the amortised cost of a financial asset and of atlocating

\nterest mcome over the relevart period The effective interest rate 1s the rate thal exactly discounts estimated
future cash receipts through the expacted life of the financial asset, or, where appropnate, a shorier penod

2 14 2 Cash and cash equivalents

Cash and cash equivalents compnse cash on hand and demand deposits, and other short-term highly lqud
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of
changes tn value

2 14 3 Financial habiilres and equnly

Financial llabihties and equity Instruments are classified according te the substance of the contractual
arrangements entered into An equity instrument i1s any contract that evidences a residual nterest in the asset of
the Group afier deducting ali of its hiabilites

2 14 4 Trade payables

Trade payables are mirally recognised at fair value and subsequently measured at amortised cost using the
effeclive interest method

2 14 5 Borrowings

Borrowings are recogmised initially at fair value, net of transachion costs incurred Borrowings are subsequently
stated o amortised cost, any difference between the proceeds net of transaction costs and the redemption value
15 recognised in the income statement over the penod of the borrowings using the effective interest method

Borrowing costs directly attnbutable to the acquisition of qualifying assets, which are assets that necegsarly take
a substanttal period of tme to get ready for thewr intended use, are added to the cost of those assets, until such
time the assets are substanhally ready for their intended use

Borrowings are classified as current habiles unless the Group has an unconditional nght to defer settlement of
the liability for at least 12 months after the balance shest date

2 14 § Equily mstrumsnts
Equity 1ssued by the Group s recorded at the proceeds received, net of diract 1gsue costs
2 15 Current and deferred income tax
Tha tax expense represents the sum of the tax currently payable and deferred tax
(a) Current tax

The tax currently payable 15 based on taxable profit for the year Taxable profit differs from net profit as reported
in the Income statement because it excludes items of income or expense that are taxable or deductible in other
years and it further excludes tems that are never taxable or deductible The Group's liabahity for current tax 1s
calculated using tax rates that have been enacted or substantively enacted by the balance sheet date
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HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

2. Summary of significant accounting policies (continued)
(b) Deferred tax

Deferred tax 15 the tax expacied to be payable or recoverable on differences between the carrying amounts of
assets and habilies n the financial slatements and the corresponding tax bases used in the computation of
taxable profit, and I1s accountad for using the balance sheet habitty methad Deferred tax habilities are generally
racogrised for all taxable temporary differences and deferred tax assets are recogmsed 10 the extent that it 1s
probable that taxable profits will be available against which deductible temporary differences can be utihsed
Such assets and liabities are not recognised if the temporary difference anises from the imitral recognition of
goadwill or from the initial recagnibion (other than in a business combination) of oiher assets and habiities n a
transachon that affects neither the taxable profit nor the accounting profit

The carrying amount of deferred tax assels i1s reviewed at each balance sheet date and reduced to the extent
that it I1s no longer probable that sufficient taxable profits will be available to ailow all or part of the asset to be
recovered

Deferred tax 18 calculated at the tax rates that are expected to apply in the penod when the hability 1s settied or
the asset Is realised based on tax laws and rates that have been enacted at the balance sheet date Deferred tax
Is charged or credied m the ncome statement, except when it relates to items charged or credited in other
comprehensive income, m which case the deferred tax is also dealt with in other comprehansive income

Deferred tax assels and habiities are offset when there 15 a legally enforceable nght to set off current tax assets
against current tax abilites and when they relate to income taxes levied by the same taxation authority and the
Group intends 1o setlle its cument tax assets and habilities on a net basis

2 16 Provisions

Provisions are raecognised when the Group has a present legal or constructive obligation as a result of past
avents, 1t 18 probable that an outflow of resources will be required to settle the obligation and the amount has
baen reliably estimated

Where thera are a number of simdar obligations, the ikelthood that an outflow will be required in seltlernent 1s
determined by considenng the class of obligations as a whole A provision is recognised even if the hkelhood of
an outfiow with respect to any one item included i the same class of cbligations may be small

Provisions are measured &t the present value of the expenditures expected to be required to setfle the obligation
using a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to
the obligation The increase n the provision due to passage of ime 18 included as a finance cosl

Provision for decommissioning s recogrised in full when the refated faciliies are installed A corresponding
amount eguivalent to the prowision i also recogmsed as part of the cost of the related property, plant and
equipment or intangible asset The amount recognised i1s the estmated cost of decommissioning, discounted to
fts net present value, and is reassessed each year in accordance wath local conditions and requirements
Changes i the estmated tming of decommusstoning or decommissioning cost estmates are dealt with
prospectively by recording an adjustment to the provision, and a cemesponding adjustment to property, plant and
equipment or intangible asset The unwinding of the discount on the decommissioning provision 1s inctuded as a
finance cost

2 17 Leasing

Rentals payable under operating leases are charged to income on a straight-line basis over the term of the
relevant lease

2 18 Retirement benefit cesis

Payments to defined contribution retirement benefit plans are charged as an expense as they fall due
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HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

2 Summary of significant accounting policies (continued}
2 19 Investments

Investments are shown ai cost less provision for any impairment in value The Company performs impairment
reviews 1n respect of investments whenever events or changes In crcumstances indicate that the carrying
amount of the nvestment may not be recoverable An impairment loss Is recognised when the higher of the
investment's net realisable value and its value In use 18 less than the carrying amount

2 20 Grant income

Government grants are not recognised untl there 1s reasonable assurance that the Group will comply with the
conditions attaching to them and that the grants will be received

Government grants are recognised as income of allocated against capitahsed exploration expenditure over the
periods necessary to match them with the related costs according {o the terms of the agreements in place

3. Financial risk management
31 Financial nsk factors

The Group's activittes expose it to a vanely of financial risks market risk, credit nsk and liquidity nsk The
Group’s overall sk management programme focuses on the unpredictabilily of financia) markets and seeks to
minimise potential adverse effects on the Group’s financial performance

Risk Management is carried out by management under policies approved by the Board of Directors Management
identifies and evaluates financial risks in close co-operation with the Group's operating units The Board provides
written principles for overal] nsk management, as well as written policias covering specific areas, such as foreign
axchange risk, interest rate sk, non-derivative financial instruments and investmant of excess liquidity

311 Market nsk - foreign exchange nsk

The Group operates infernationally and is exposed to foreign exchange risk ansing from vanous currency
expaosures, pnimarty with respect to the GB steriing, the Euro, Polish Zloty and US dollar Foreign exchange risks
anse from future commercial transactions and recognised assets and liabiliies

The majonty of the intra-group transactions are conducted in US dollar As a result there 1s no significant foreign
exchange risk, however, the Group does review Its exposure to transactions denominated in other currencies and
takes necessary action to mimmise this exposure

Currency nisk 1s managed by matching costs with income as fer as possible Each of the companies within the
Group accounts for s business n its functional currency, which 15 narmalty the currency of its geographical
location

312 Market risk - Interest rate nsk

At penod end the Group did not bear any interest rate nsk as the only borrowings were from shareholders, and
thesa loans were all at a fixed interest rate of 8%

313 Credit nsk

Credit risk 1s managed on a Group basis Credit nsk anses from cash and cash equivalents and outstanding
receivables All trade and other receivables are consuderad operational in nature and have payment terms of 30

days
3 1 4 Lquidity nsk

Prudent kquidity nsk management imphies maintaining sufficient cash and the availability of funding through an
adequate amount of commitled credst facdites  Management monitors rolling forecasts of the Group's hqudity
and cash and cash equivalents on the basis of expecled cash flow Management refers to the disclosures of Note
1 *Going Concern® for more wformation regarding the factors considerad by the Company 1n managing ligurdity
risk
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HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

3 Financial risk management (continuad)
3 2 Capital risk management

The Group’s objectives when managing capital are to safeguard the Group's abilly to continue as a8 going
concern In order to provide returns for shareholders and benefits for other stakeholders and to maintain an
opttmal structure to reduce the cost of capital

in order to mainfain or adjust the capital struciure, the Group may return capial to shareholders, 1ssue new
shares or sell agsels to reduce debt

Consistent with others in the industry, the Group maintains capital on the basss of the geanng raho The ratio 1s
calculated as net debt divided by total capital Nel debt 1s calculated as total borrowings {including current and
non-current borrowings’ as shown In the consolidated balance sheet) less cash and cash equivalents  Total
capttal s calculated as 'equity’ as shown in the consolidated balance sheet plus net debt

The gearing ratios at 30 June 2015 and 31 December 2013 were as foliows

30 June 2015 31 December

uss$ 2013

uss

Total borrowing (note 22} 6,433,032 2,010,222
Less cash and cash equivalents {note 20) {100,433} (132,735)
Net debt 6,332,599 1,877,487
Total equily 694,627 5,467,050
Gearing ratio % 20% 25 6%

3 3 Farr value estimation
The carrying value less impanment provision of frade receivables and payables are assumed fo approximate

their fair values because of the shorl term nature of such assets and the effect of discounting liablittes 1s
negligible
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HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

4, Critical accounting estimates and judgements

Details of the Group's significant accounting judgements and cniical accounting estimates are set out in these
financial statements and include

« Recoverabllity of Intangible exploration and evaluation assets (note 14)

Where a project Is sufficiently advanced the recoverabiity of mtangible exploration and evaluaton assets IS
assessed by comparng the carrying value, 1o internal and operator estimates of the net present value of projects
Intangible exploration assels are inherently judgemental o value The amounts for mlangible explorahon and
ovaluation assels represent active exploration projects These amounts will be wrtten-off to the ncome
statement as exploration cosis unless commercial reserves are established or the determination process 1S
completed and there are no indications of mpairment.

« Racovarabllity of deferred tax assets (note 25)

Deferred tax assets are recognised only to the extent i 15 considered probable that those assets will be
recoverable This mvolves an assessment of when those deferred tex assets are likely to reverse, and &
judgement as to whether or not there will be sufficient taxable profits available to offset the tax assets when they
do reverse Thrs requires assumplions regarding future profitability and s therefore nherently uncertan To the
extent assumptions regarding future profitability change, there can be an increase ar decrease in the level of
deferred tax assets recognised which can result n a charge or credit in the period in which the change occurs
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HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

8. Operating loss for the penod

The operating loss for the penod is stated after charging/(crediting)

Period ended 30

June 2015

LiS$

Staff costs (note 9) 1,050,380
Depreciation and amortisation 22,362
Proparly lease rentals 382,363
Auditor's remunarafion (see below) 23,400

Current asset investments — fair value adjustment (note 18) 4,353

Loss on disposal of subsidiary 93,018
Loss on disposal of fixed assets 189,243
Profit on sate of joint venture (note 17) -
Government grants received (note 14) {18,104)

Year ended 31
December 2013
uss

843,316
16,207
320,741
261,178
63,354

{131,189)
{189,703)

Included within admimistration expanses 1s US$22,362 (2013 US$16,207) of the depreciation and amortisation

charge

Auditor's remuneration

During the period the Group (Inciuding its overseas subsidiaries) obtained the following services from the Group's

auditor as detailed below

Perlod ended

Year ended 31

30 June 2015 December 2013
uss uss$
NWN Blue

Squared KPMG LLP

Fees payable to the Group's auditor for
The audit of the Company 23,400 74,205
Other services provided to subsidianes in other [unsdictions - 186,873
Total auditor's remuneration 23,400 261,178

Other services provided to subsidianies in other junisdictions related fo fees paid to KFMG France and Poland in

relation to the subsidiary undertakings
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HUTTON ENERGY LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AS AT PERIOD ENDED 30 JUNE 2015

7. Administrative expenses

Period ended Year ended 31
30 June 2015 December 2013
us$ uss
Staff costs {note 9) 1,050,380 843,316
Professional fees 353,468 77,115
Geo-technical consultancy costs 660,112 366,141
Impairment of current asset svestments (nole 18) 4,363 63,354
Loss on disposal of subsidianes 93,018 -
{Profit) / loss on disposal of current asset investments (note 18) {18,265) 161,977
Loss on disposal of property, ptant and equipment 189,243 -
Profit on sale of joint venture {note 17} . (131,189)
Government grants received (note 14) {18,104) (189,703)
Acquisition refated costs (note 16) 89,108
Other costs 128,324 37.468
Finance and communication costs 332,485 58,078
Legal and tax fees 199,296 186,973
Rent 398,151 320,741
insurance 70,725 -
Conferences, travel & entartainment 133,053 112,286
Site cosis 74,833 -
Memberships & subscriptions 67,659 17,255
IT software, icences and domatns 61,750 6,909
3,869,689 1,930,721

Further detail in refation to the profit on sale of the jont venture is included in note 17 and in relaton to the

impasrment of current asset investments in note 18

During the penod to 30 June 2015 the Group disposed of its subsidrary entity m Ukraine for nominal consideration

and iquidated a number of its Polish entities leading to loss on disposal of US$ 93,018

8 Other income

Period ended Year ended 31

30 June 20156 December 2013

us$ uss

Exclusity rights for Jurassic field - 641,376
Employee recharges 65,191 -
65,191 641,376

During the period to June 2015 the Group recharged some of its employees in Poland to a third party

During the year to December 2013 the Group signed an exclusivity agreement with United Olfield Services Sp 2o 0
to provide seisrmic and dnlling services on the next three wells of the Group's Jurassic licenses The exclusivity

agreement expired on 27 August 2014 with no terms of payback if the wells were not dnlled
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HUTTON ENERGY LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AS AT PERIOD ENDED 30 JUNE 2015

9 Staff costs

The average number of employees (including executive Directors) employed was as follows

Administration
Technical

The aggregate remunseration compnsed

Wages and salaries
Socal secunty costs
Employee benefits
Relocation expenses

All of the staff costs charge 1s included within administrative expenses

The remuneration of the key management personne! of the Group 1S set out below in aggregate

Wages and salanes
Social secunty costs
Relocation costs

10 Finance income

Bank interest recerved on deposits
Duadend tncome
Foreign exchange gain

33

Period ended Year ended 31
30 June 2015 December 2013
2 3

2 2

4 5

Period ended Year ended 31
30 June 2015 December 2013
uss uss

950,830 688,607
98,660 61,460

- 24,735

- 68,514

1,050,380 843,316
Period ended Year ended 31
30 June 2015 December 2013
us$ us$

563,365 351,524
43,914 19,242

. 68,514

807,279 438,280
Period ended Year ended 31
30 June 2015 December 2013
uss us$

181 ags

3,677 -

- 1,676,835

3,758 1,577,220




HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDPED 30 JUNE 2015

11 Finance costs

Perlod ended Year ended 31

30 June 2015 December 2013

us s uss

Interest on shareholder ‘oan 507,267 60,148
Bank interest 12 20
Foraign exchange foss 1,171,143 -
1,678,422 60,168

12. Taxation
The total tax can be reconciled to the overall tax credit as follows

Pencd ended

Year ended 31

30 June 2015 December 2013

uss$ uss$

Deferred tax charge 122,645 268,177
122,645 268,177

Factors affecting the tax credit for the period

The tax assessed for the penod 1s higher than the UK Corporation top rate of 21 17% (2013 23 25%), as

explained below
30 June 2015 31 December
us$ 2013
uss
(Loss)/profit before taxation {5,483,551) 394,189
Tax at the effective group corporate tax rate of 21 17% (2013 23 25%) (4,160,685) 91,649
Differenice In overseas lax rates 39,568 (45,027)
Other permanent differences 191,757 (127,176)
Other temporary differences 132,715 268,177
Tax losses on which no deferred tax recegnised 919,180 279,474
Tax losses utilised - (198,920)
122,645 268,177

Further information on deferred tax can be found in note 26 to these financial statements
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HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

13. Discontinued operations

On 31 December 2013, the Group disposed of the Basgas subgroup for proceeds of US$236 The proceeds
were based on the value of the share capital of Basgas Pty Ltd Discontinued operations in the prior year results
contain the following entities

Basgas Pty Lid

Basgas Energia Netherlands BV
Basgas Energia France SAS
Basgas Energia Czechsro
Hulton Exploration Ltd

The total results of the discontinued operations, which have been included in the mcome staterment, were as
follows

31 December

2013

uss

Revenue -
Administrative expenses (2,781,309)
Loss on disposal of Basgas Pty Ltd Group (5.636)
Other income 24,837
Financial income 444,144
Finance costs (1,070)
Loss before tax (2,319,034)
Attributable tax expense -
Nei loss attributable to discontinued operations (2,319.034)

A loss of US$5,638 arose on the disposal of Basgas Pty Lid (and its associated Group), being the difference
between the proceeds of disposal and the carrying value of the Group's net assets
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HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

13. Discontinued operations {continued)
The net assets of the Basgas Group at the date of disposal were as follows

31 December

2013
uss
Trade and other recevables o088
Taxes recevable 20,934
Bank 39,125
Trade and other payables (55,175)
Total identifiable assets 5872
Loss on disposal {5,636)
Total conslderation 236
Satisfied by
Intercompany loan 236
Total consideration transferred 236
Net cash cutflow arising on disposal
Constderation recewved in cash and cash equivalents -
Less cash and cash equivalents disposed of {39,125)
Total considaration transferred (39,125)

During the year to December 2013 the Basgas Group paid US$1,479,147 1n respect of the Group's operating
cash flows, contributed US$219 in respect of mvesting activities and paid US$1,058 in respect of financing
activities




HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

14 Intangible assets

Cost

At 1 January 2013

Additions

Government grant recewed
Foreign exchange on translation
At 31 December 2013
Additions

Acquisitions (note 16)
Government grant received
Disposals

Foreign axchange on translation

At 30 June 2015

Exploration
and evaluation
assets

uss$

580,079
2,536,072
(1,289,411)
74,390
1,901,130
178,768
1,240,548
{14,508)
(189,289)
(314,628)

2,811,019

During 2013 the Group signed an agreement with the Polish government to receve US$1 6m {PLN 4,830,936} in
subsidies for the development of the Bluegas Polish Shale gas project  The grant received to date has been spht
with $14,508 (2013 US$1,289,411) recognised against the exploration and evaluation development expenditure

and $18,104 {2013 US$189,703) recogmsed against specified costs in the income statement

During the period the Group relinguished & llcense resulting in a loss on disposal of $189,243
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HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

16, Property, plant and equipment

Cost:

At 1 January 2013

Additions

Foreign exchange adjustment
At 31 December 2013
Additions

Foreign exchange adjustment
At 30 June 2015

Depreclation:

At 1 January 2013
Charge for the year

At 31 December 2013
Charge for the pencd
At 30 June 20186

Net Book Value:
At 31 December 2013

At 30 June 2015

38

Fixtures and
fittings

uUss$

§2,767
11,633
(1.550)
62,860

3,189

{1.781)
64,258

22,170

16,207

38,377
22,362
60,739

24 473

3,519




HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

16. Acquisition of subslidiaries

On 14™ November 2014 the group acquired 100% of Newion Energy UK Limited, subsequently renarmned to
Hutten Energy UK Limited, a company incorporated in the UK, for a totat cash consideration of US$1,134,862 of
which US$404,433 was paid after the penod end

The fair value of the net assets acquired is detailed below

Provisional Fair value

book value adjustments Fair values

us$ Uss$ uss$

Intangible non-curent assets 621,995 627,551 1,249,546

Debtors and other current assets 34,591 - 34,591

Current Liabilities (149,275) - {149,276}

Net assefs acquired 507 311 6§27 551 1,134,862

Cash consideration paid 732,429

Deferred cash consideration 402,433

Fair value of consideration 1,134,862
Net cash outflow anising on acquisition

Cash consideration 732,429

Cash acquired {(317)

Cash outflow arising on acquisition 732,112

The fair vaiue adjustment o intangible non-current assets of US$627,551 represent the increase in the fair value
of licences held by Hutton Energy UK.

Costs amounting to $89,108 have been expensed during the peried and are included in operating expenses
There was no goodwill ansing on acquisition
Hutton Energy UK Limited contributed revenue of $nil and operating loss of US$147,010 to the results of the

Group since acquisition If the acquisition had been completed at the baginming of the period, Hutton Energy UK
Limited would have contbuted revenue of $nil and aperating loss of US$166,285 to the resuits of the Group
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HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

17. Interests in joint ventures and assoclates

30 June 2015 31 December

2013
uss us$
Interests in associate undertakings 4,743,247 4,747,736
4,743,247 4,747,736
interests in assoclates
uss
At 1 January 2013 5,000,000
Capital returned (249,935)
Share in loss from associates (2,329)
At 31 December 2013 4,747,736
Share 1n loss from associates {4,489)
At 30 June 2015 4,743,247
Interests in joint ventures
us$
At 1 January 2013 -
Additions -
Shara in profit from joint ventures 166,811
Disposal of joint venture (168,811)
At 31 December 2013 and 30 June 2015 -
In 2013 the Group disposed of the following investments in jointly controlled operations
Country of Ownership
Incorporation %
Ybaca Investments Ltd ("Ybaca®) Cyprus 49%

Joint ventures and associates are accounted for using the equity method of accounting The Group's share of
post-acquisition total recognised profit in the above joint operations for the year ended 31 December 2013 was
us$168,811

Ybaca was disposed of on 9™ October 2013 for proceeds of US$300,000 The net book value of the joint
operations was US$168,811 on the date of disposal being the profit for the penod which resulted in a profit on
disposal of US$131,189 (note 6)
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HUTTON ENERGY LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AS AT PERIOD ENDED 30 JUNE 2015

17. Interests in joint ventures and associates {continued)

The Group holds the following investments in associates

South Prabuty LLP

QOlesnica LLP
Wielun LLP

Country of
Incorporation

United Kingdom
United Kingdom
United Kingdom

Ownership
%

25%
25%
25%

The Group’s share of fotal recogmised loss in the above associates for the period ended 30 June 2015 was

t)5$4,489 (2013 US$2,329)

Summary aggregated financial information on associates is as follows

Total assets
Total habilities
Net Assets

Group's share of net assets

Total Revenue

Loss for the perod

Group's share of loss of associates

18. Currant asset investments

Opening investment

Reverse fair vatue uphft from prior year

Disposal of current asset investments

Impairment of current asset nvesltments (continued operations)
imparment of current asset investments (discontinued operations)
Foreign exchange

Clesing invesiment

30 June 2015 31 December

2013
Us$ uss
3,056,299 3,466,816
(517,867) {70,206)
2,538,432 3,396,710
634,608 849,178
{17,958) {9,314)
{4,489} 2,329

31 December

30 June 20156 2013

uss$ us$

593,568 1,668,814

- (166,506)

(573,951) (373,662)

(4,353) (63,354)

- (504,693}

{15,264) 32,969

- 593,568

On 29" November 2013, Basgas Pty Ltd sold all exsting shares 1n San Leon Energy Plc to Hulton Energy
Limited at market value and this event tnggered a fair value adjustment fo these investments in the consolidated
financial statements The consideration was in the form of intercompany loans

Durning the peried to June 2015 Hutton Energy Limited disposed of all shares in San Leon Energy Plc for a cash
consideration of US$ 532,216 thus realising a gatn on dispesal of US$ 18,265
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HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

19. Trade and other recelvables

30 June 2015 31 December 2013

uss uss

Trade recevables 3,051 -
Other recewvables 116,731 87,780
Prepayments and accrued mcome 176,415 55,769
Value added tax and other tax recoverable 63,022 407,877
369,219 551,426

The average credit pertod taken on sales of goods is 9 days (2013 ni)

There are no balances within either trade or other recewvables that are past ther due settlement date and no
imparrment has been deemed necessary dunng the period

The directors beheve ihat the carmying value of trade and other recevables represents their fair value as the
mpact of discounting i1s not significant in defermining the recoverabihity of trade recewvables the Company
considers any change in the credt quality of the receivable from the date credit was granted up to the reporting
date

The amount of trade and other receivables denominated in currencies other than US$ are shown in note 23 to
these financial statements

20 Cash and cash equivalents

30 June 2015 31 December 2013
us$ uss

Cash at bank 100,433 132,735

The Directors consider that the catrying amount of cash and cash equivalents approximates their fair value All
of the Group's cash and cash equivalents at 30 June 2015 are at floating interest rates and are In varous
currencies according to the geographical nature of the Group  The currency spiit of cash and cash equivalenis i1s
set out In note 23
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HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

21 Trade and other payables

31 December

30 June 2015 2013

uss uss

Trade payables 178,199 190,330
Other payables 398,720 3,223
Other taxes and social security 11,060 16,030
Accruals 179,254 264,213
767,233 473,796

Trade payables principally comprise amounts outstanding for trade purchases The average credit period taken
for trade purchases s 26 days (2013 52 days)

The Direclors consider that the carrying amounts of trade and other payables are approxmate to their far values
The Group has financial risk management policies in place to ensure that all payables are paid within the credit
time frame and no Interest has been charged by any suppiiers as a result of late payment of invoices dunng the
period

The amount of irade and other payables denominated in currencies other than US$ is shown in note 23 to these
financial staterments

22, Sharsholder loans due in lass than one year

31 December

30 June 2015 2013

uss$ us$

Seaspin Pty Limited 1,718,204 509,084
Maio tnvestments Limited 1,497,886 443,564
Skye Equity Pty Ltd (Craig ian Burton) 1,496,986 443,564
Macquarie Bank Limited 1,719,946 614,010
6,433,032 2,010,222

During the pertod the Group borrowed US$4,422,810 (2013 US$2,010,222) from its shareholders

interest is calculated at a fixed rate of 8% per annum  Interest 1s calculated on a 360 day year on a daily basis on
the outstanding amount for every 90 day perod, starting on the date of the first draw down and 18 payable
quarterly n arrears

ARer the balance shest date the shareholder’s agreed that the loans were due for repayment on 31 Dscember
2017
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HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

23. Financial instruments
The Group 1s exposed to the nsks that anse from its use of financial instruments This note descrbes the
objectives, policies and processes of the Group for managing those nisks and the methods used to measure

them Further quanttative nformation in respect of these risks 15 presented throughout these financial
statements

Capital risk management

The Group manages its capital to ensure that it will be able to continue as a going concern while maximising the
return to stakeholders The Group ts funded by a mixture of equity and debt financing

The capitat structure of the Group consists of cash and cash equivalents and equity, comprising Issued capital
The Group has no externally imposed capital requirements

Principal financial Instruments

The principal financial instruments used by the Group, from which financiat instrument risk anses are as follows
- Trade and other receivablas

- Current asset investments

- Trade and other payables

- Cash and cash equivalents
- Shareholder loans

Financlal assets
k] |
306 June December
2016 2013
Loans and recervables uss us$
Cash and cash equivalents 100,433 132,735
Trade and other receivables 119,782 87 780
220,215 220,515
Farr value through profit and loss
Current asset investments - 593,568
220,215 814,083
Financial llabliities
M
30 June Dacember
2015 2013
Other financial habiities Us$ us$
Trade and other payables §76,919 163,553
Aceruals 179,254 264,213
Shareholder loans 6,433,032 2,010,222
7,189,206 2,467,988
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PERIOD ENDED 30 JUNE 2015

23. Financial Instruments {continued)
Market risk

The Group's activittes expose it pnmanly to the financial nsks of changes in foresgn currency exchange rates
Foreign currency risk management

Forexgn curency nsk refers to the nsk that the value of a financial commuitment of recogmised asset ar hability will
fluctuate due to changes In forewgn currency rates The Group 18 exposed fo foreign currency risk due to the
following

1) Transaclional exposure relating to operating costs and capital expenditure incurred in currencies ather
than the functional currency of operattons,

2) Translalion exposures relating to monetary assets and habiities, including cash and short-term
investment balances, held in currencies other than the funclional currency of operations and net
investments that are not dencminated in US Dollars

The funclional currencies of Group compantes mclude Sterling, US Dollars, Polish Zloty and Euros The Group
aleo enters info transactions denominated in other currencies  The Group's exposure (o foreign currency anses
where a company holds monetary assets and liabliles in a currency different to its functiona! currency and when
different from the presentational currancy of the Group

The Group does nol enter into any denvalive financial instruments to manage its exposure to foreign currency
sk

The carrying amount of the Group's foreign currency denominated monetary assets and monetary labilites at 30
June 2015 and 31 December 2013 1s as follows

Euros
30 June 2015 31 December
us$ 2013
us$
Cash and cash equivalents 5,076 5,462
Accruals {7,949) {8,203)
(2,873) (2,741)
Sterling
30 June 2015 31 December
uss$ 2013
uss
Cash and cash equivalents 83,562 102,770
Trade and cther recavables 86,043 62,603
Current asset investments - 593,568
Trade and other payables (570,416) {109,912)
Accruals {146,875} {200,681)
(647,686) 448,348
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23, Financlal instruments {continued)

Polish Zioty

30 June 2015 31 December 2013

Usg us$

Cash and cash equivatents 10,587 15,549

Trade and other receivables 3,091 35

Trade and other payables {6,503) (83,641)
Accruals (24,429) (55,329) _

(17,254) (123,386)

At 30 June 2015, if the US dollar had strengthened or weakened by 10% against the foreign currencies used by
the Group with all other vanables held constant, post-tax loss for the penod would have increase/{decreased} by

Strengthened by 10% Weakened by 10%

decrease In post-tax loss and Increase in post-tax loss and

impact on equity impact on equity

uss$ uss$

30 June 2015 (94,419) 94,419
31 Decembar 2013 {123,775) 123,775

10% 15 the sensitivity rale used when reporting foreign currency risk internally to key management personnel and
represents management's assessment of the reasonable possible change In foreign exchange rates The
sensitvity analysis includes only outstanding foreign currency denominated menetary items and adjusts thesw
translation at the penod end for a 10% changs in foreign currency rales A positive number above indicates an
increase m profit or other equity whers the US$ strengthens 10% against the relevant currency For a 10%
weskening of the US$ against the relevant currency, there would be an equal and opposite impact on the profit
and other equity

Interest rate risk management

The Group has minimal exposure to Interest rate risk as ali shareholder loans are at fixed nterest rates and the
Directors believe that interest rate risk is at an acceptable leve!

Credit risk management

Cradit nisk refers to the nisk that a counterparty will default on ils contractual obhigations resulting in financial loss
to the Group Credit nsk anses pnncipally from the Group's cash balances and trage and other receivables The
Group gives careful consideration to which orgamsations it uses for s banktng servicés In order to minimise
credit nsk

The currency profile of cash and cash equivalents is shown in the tables on pages 45 and 46

At 30 June 2015, the Group held no collateral as security agamnst any financial asset No financial assets were
past their due date and there were no problems with the credit quality of any financial asset in erther period

The carrying amount of financial assets recorded in the financial statements, net of any allowances far losses,
represents the Group's maximurn exposure to credit nsk without taking account of the value of any collateral
obtamed
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23. Financial Instrumants {continued}

An allowance for impairment 18 made where there 1s an identified loss event which, based on previous
experience, 1 evidence of a reduction in the recoverabilly of the cash flows Management considers the above
measures 1o be sufficient to control the credit nsk exposure

Liquidity risk management

Liquidity risk 1s the risk that the Group will encounter difficulty in meeting s financial obligations as they fall due
within a year Ultimate responstbilily for liquidity nsk management rests with the Board of Directors The Board
manages liquidity risk by regularly reviewing the Group's gearing levels, cash flow projections and assoclated
headroom and ensunng that excess banlang facilities are available for future use The Group mantains good
relationships with its bank, which have a high credit rating and its cash requrements are anticipated via the
budgetary process At 30 June 2015, the Group had US$100,433 of cash reserves, of which US$nid was
restricted

Fair values

The Directors consider that the camying amount of financial assets and habilities approximates to theur far value
because of the short term nature of such assets the effect of discounting 1s negligible

24. Issued share capital, share option and merger reserve

Share
Ordinary Radeemable based Merger
Number of shares shares payment resorve
shares reserve
No. uss uss uss$ uss$
As at 1 January 2013 110,050,040 454 82,458 151,812 (277}
As at 31 December 110,060,040 454 82,458 151,812 @

2013 and 30 June 2015

The Company has one class of ordinary shares with a par value of £0 0000025 which carnes no nght to fixed
income as Il 1s allowed to do under the Companies Act 2008 There 1s no limut on authorised share capital All
shares have equal voting nghts and rank pan passu

The redeemabile shares have a par value of £1 00 and rank pari passu with the ordinary shares n respect of the
nght to receve any dwidend, distnbution or other participation in the profits of the Company and on any
distribution of assets on kguidation or otherwise  The redeamable shares ghall not entitte therr holders to receive
nolice or to attend and speak or vote at any general meeting of the Company The redeemabie shares shall
have no nght to request redemption, which will be at the sole discretion of the Company

47




HUTTON ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT PER!OD ENDED 30 JUNE 2015

25. Deaferred taxation

The following are the major deferred lax assets recogmised by the Group and movements thereon during the
current and pnor reporting pencd

Accelerated Exploration Taxlosses Other Total

tax and

depreciation evaluation

assets
us$ uss us$ uss us$
At 1 January 2013 - {45,229} 325,999 {12,593) 268,177
Charge to profit and loss - {247,943)  (16,212)  (12,207)  (276,362)
Foreign exchange on translaticn - - - 8,185 8,185

At 31 December 2013 and

30 June 2016 - {283,472} 309,787 (16,816) -

The tax effect of the total Group tax losses among all entities available for offset against future profits for which
no deferred tax asset has been recognised 1s US$1,453,434 (2013 US$279,494)

The following are the major deferred tax habilities recogmised by the Group and movements thereon during the
current and prior reporting penod

Fair value Total
adjustment
us$ uss
At 1 January 2013 and December 2013 - -
Acquisition of Hutton Energy UK Lid (122,545) (122,545}
At 30 June 2015 (122,545) {122 545)

The deferred tax hability 1s based on a 20% tax rate which was substantively enacied under the ‘Finance Act
2013, which was effective from 1 Apnil 2015

26 Operating lease commitments

At the balance sheet date, the Group had outstanding commitments for future minimum lease payments under
non-cancellable operating leases, which fall due as follows

31 December

30 June 2015 2013
uss us$
Within one year 285,316 241,690

27. Share options

Dunng the penad, the Group had in place a Share Option Scheme No charge (2013 US$nil) has been
recogniged in the consoldated income statement

Share Option Scheme
Share options are granted to Directors and to selected employees and consuitants The exercise price of the

granted options i1s equal to management's best estimate of the market price of the shares at the time of the award
of the options The Group has no legal or constructive obligation to repurchase or seftle the options in cash
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27 Share options (continued)

The options were valued on grant date using a Black-Scholes oplion pricing mode! which calculates the far value
of an option by using the vesting penod, the expected volatility of the share price, the current share pnce, the
exercise pnce and the rigk free interest rate The fair value of the option 18 amortised over the vesting period
There I1s no requirement to revalue the option at any subseguent date

Movements 1n the number of share options outstanding and therr related weighted average exercise pnees are as

follows

Qutstanding at the beginning of the perod
Granted

Lapsed

Outstanding at the end of the period
Exercisable at the end of the perod

28 Cash fiows utilised in cperafing actlvitles

Cash flow from operating activities
Operating {oss
Adjustments for

Operating {fosses) from discontinued operations
Depreciation on property, plant and equpment
Loss on disposal of subsidiaries

Loss on disposal of fixed assets

Impairment of assets

imparrment of assets from discontinued operations

Prefit on disposal of jomnt ventures

Loss on digposal of subsidaries from discontinued
aperations

(Profit)fiLoss on disposal of current asset investments
from discontinued operations

Shares transferred to employees

Impact of fareign exchange adjustments
Impact of foreign exchange adjustments for
discontinued operations

Interest paid
Decrease in frade and other recevables
Dacrease In {rade and otheér payables

Net cash used in operating activities

30 Juna 2015 31 December 2013
Average Number of Average Number of
exercise aptions exercise options
price in US$ price In §
per share per share

0091 2,200,000 0091 2,200,000

0091 (2,200,000} - -

- - 0091 2,200,000

- - 0091 2,200,000

Period ended Year anded

30 June 2016 31 December 2013

uss$ us$

(3,804,398) {1,289,345)

- (2,762,108}

22,362 16,207

93,018 -

189,289 -

4,353 63,354

- 671,199

- {131,189)

- 5,636

{18,265) 137,242

- 24,735

- 1,104,464

- 443 913

(12) -

226,481 o8

(361,287} (309,475)

(3,638,459) {2,025,269)
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28. Cash flows utilised in operating activities (continued)

Detarls of significant non-cash transactions in the period are inciuded in notes 13 and 22
29. Dividends

No dividends were paid or declared during the period

30. Ultimate controlling party

The Group has multiple shareholders however there is no ultimate controliing party

31 Related party transactions

Other than the transactions already disclosed in notes 9 and 22, there have been transactions with two related
parties durning the perniod to June 2015

e Giana Resources LLC — A company incorporated in the USA of which Mr F Mawo (shareholder of Hutton
Energy Limted) 1s shareholder and sole Director charged Hutton Energy Limited a total of US$122,300
(2013 US$164,880) for geclogical consultancy services

+ Loans to Basgas Holdings Ltd (included within Other receivables)

There have been no other transactions with the Board of Directors, Executive Board, Executwve Officers,
significant shareholders or other related parties dunng the penod besides intercompany transactions which have
baen elminated in the consolidated financial statements and normal remuneration of the Board of Directors and
Executive Board

32. Post balance sheet events
Subsequent to the balance sheet date the Group completed a sale of 49% of its Polish assets to Prospex Cil &

Gas plc This transaction wall result n the dnlling of a conventional gas exploration well on the Kolo license In
Poland in late 2016
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HUTTON ENERGY LIMITED

COMPANY STATEMENT OF FINANCIAL POSITION

AS AT PERIOD ENDED 30 JUNE 2015

Company number 07680815

Notes
Assets
Non-current assets
Property, plant and equipment a5
Investments 4
Current assets
Investments 36
Trade and other receivables 37
Cash and cash equivalents 38
Total assets
Liabliities
Current habilities
Trade and other payables 39
Shareholder loans 22
Net current (liabilities)/assets
Total liabiiities
Net (llabilitias)/assets
Equity attributable to owners of the parent
Share capital 24
Redeemable share capital 24
Share based payment reserve 24,27

Translation reserve
Accumulated (losses)profits

Total equlty

Signed on behalf of the Board of Direclors by

Chall aite Morgan
Chairman
27 July 20186

31 December

30 June 2015 2013
Uss$ us$

243 14,003
1,123,684 52,632
1,123,827 £6,535
- 593,568

3,187,349 1,060,652
84,030 104,961
3,271,379 2,669,181
4,395,206 2,725,716
(671,930) {319,819)
(6,433,032) (2,010,222)
(7,104,962) {2,330,141)
{3,833,566) 329,040
{7,104,862) (2,330,141)
(2,709,766) 395,675
454 454

82,458 82,458
151,812 151,812
(115,512) {164,904)
(2,828,968) 326,755
(2,709,756) 395,575

The notes on pages 54 to 60 form an integral part of these financial statements
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HUTTON ENERGY LIMITED

COMPANY CASH FLOW STATEMENT

PERIOD ENDED 30 JUNE 2015

Period ended Year ended

31 December
30 June 2015 2013
uss$ uss$

Cash flow from operating activities
Operating (loss)/profit {2,622,032) 4,499,064
Whte off of intercompany loans - (6,402.454)
Impairment of current asset investiments 4,383 66,776
Depreciation charge 13,394 12,001
Impaumeant of investmentl 31,404 802,288
Profit on sale of current asset investments (18,265} -
Foreign exchange adjustment (26,752) 793,990
{Increase) in trade and other receivablas {1,226,897) (1,741,365)
Decrease In trade and other payables (50,421) (64,281)
Net cash {used In) operating activities (3,795,0186) (1,933,981)

Cash flow from investing activitles
Interest received 181 25
Dividend imcome 3,817 -
Acquisition of subsidiary (732,429) -
Disposal of currant asset Investment $92,216 -
Purchase of property, plant and equipment - (51,402)
Neot cash used in investing activities {136,455} (51,377)

Cash flow from financing activities
Interest pad (215,736) (49,926)
Shareholder loan receved 4131,278 1,899,999
Net cash generated from financing activities 3,915,542 1,850,073
Net decrease in cash and cash equivatents (15,929) (35,285)
Cash and cash equivalents at start of period 104,961 168,178
Effect of exchange rate fluctuations on cash held (5,002) (27,932)
Cash and cash equivalents at end of period 84,030 104,961

The notes on pages 54 to 60 form an infegral part of these financial staternents
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HUTTON ENERGY LIMITED
NOTES TO THE COMPANY FINANCIAL STATEMENTS
PERIOD ENDED 30 JUNE 2015

33 Significant accounting policles

The separate financial statements of the Company have been prepared under the hustorical cost convention and
In accordance with applicable International Financial Reporting Standards (IFRSs) adopted by the European
Union The financial statements are presented as required by Companies Act 2006

Stgnificant accounting policies of the Group as detaled m note 2 of the Group financial statements have been
appled In the preparation of the Company financial statements

The Group has elected to take the exemption under section 408 of the Companies Act 2006 not to present the
parent Company profit and loss account

The loss for the parent Company during the peried ended 30 June 2015 was US$3,154,723 (2013 profit
US$5,243,597)

The functional currency of the Company ts GB sterling, howaver the presentational currency 18 US$

34. Invastments

uss$
At 1 January 2013 25,184
Additions — Karbona Holding BV 926,973
Additions ~ investment in Polish subsidianes 51,402
Farr value impatrment of nvestmant (950,539)
Foreign exchange differences {488)
At 31 Decembaer 2013 62,632
Additions — Hutton Energy UK Ltd 1,134,862
Fair value impairmant of investment (31,404)
Foreign exchange differences (32,406)
At 30 June 2015 1,123,684

A bist of the investments In subsidiaries, including the name, proportion of ownership interest, country of operation
and couniry of registration as at 30 June 2015 1s given below

Name Country of Principal activity % Country of
operation registration
Strzelecki Energia Mazowiecka Poland Gas exploration 100% Poland
Strzeleck: Energia Prabuty Poland Gas exploration 100% Poland
Poludinowe
Strzeleck Energla Sp zo0o0 Poland Gas exploration 100% Poland
Karbona Holdings BV Netherlands Holding company 100% Netherlands
Hutton Poland Ltd* UK Holding company 100% UK - 08092544
Hutton Poland Jurassic Ltd* UK Holding company 100% UK - 08284346
Hutton Energy UK Ltd* UK Gas exploration 100% UK - 06396734
Kolo Resources LLP * UK Gas exploration 99% UK - OC380272
Lodz Zachod LLP * UK Gas exploration 89% UK - 0C380268
Poddebice LLP * UK Gas exploration 99% UK - OC380265

*The subsidiary undertalungs highlighted above are exempt from audit of accounts under section 479A of the

Companias Act 2006




HUTTON ENERGY LIMITED
NOTES TO THE COMPANY FINANCIAL STATEMENTS
PERIOD ENDED 30 JUNE 2015

34. Investments (continued)

in 2013, the Group disposed of the Basgas Pty Lid subgroup, which was comprised of the following entites
Basgas Pty Ltd (parent)

Basgas Energia Nethertands BV

Basgas Energia France SAS

Basgas Energia Czech s ro

Hutton Exploration Lid

Far further details of the transaction see note 13 to the consolidated financial statements

35 Property, plant and equipment

Fixtures and
fittings

uss
Cost:
At 1 January 2013 34,698
Additions -
Exchange differences 720
At 31 December 2013 35,418
Additions -
Exchange differences (366)
Al 30 June 2015 35,062
Depreciation:
At 1 January 2013 9,414
Charge for the year 12,001
At 31 December 2013 21,4156
Charge for the penod 13,394
At 30 June 2015 34,809
Net Book Vatue:
At 30 June 2015 243
At 31 December 2013 14,003
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36. Current asset investments

30 June 2018 31 December

uss 2013

uss$

At 1 January 2014 593,668 -
Acquisition of current asset investments - 660,344
Disposal of current asset investments {673,951} -
Fawr value adjustment of current assst investments {4,353) (66,776}
Foraign exchange differences {15,264) -
At 30 June 2015 - 593,568

During the penod to June 2015 Hutton Energy Limited disposed of &ll shares in San Leon Energy Plc for a cash

constderation of US$ 592,216 thus realising a gamn on disposal of US$ 18,265

37. Trade and other receivables

30 June 2015 31 December

uss 2043

uss$
Other receivables 116,688 62,604
Amounts owed by group undertakings 2,901,662 1,813,525
Prepayments and accrued income 142,392 54,187
Value added tax recoverable 26,717 30,338
3,187,349 1,960,652

The carrying value of recevables Is considered to represent its fair value The maximum exposure to credit nsk at
the reporting date is the carrying value of each class of receivable shown above The Company does not hold

any collateral as securnty
38. Cash and cash equivalents

30 June 2015
us$

Cash and cash equivalents 84,030

31 December
2013
uSs$

104,961

The Directors consider that the carrying amount of cash and cash equivalents approximates therr fair value All of

the Company's cash and cash equivalents at 30 June 2015 are at floating interest rates
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39. Trade and other payablas

30 June 2015 31 December

uss$ 2013

Us$
Trade payables 127,573 107,004
Other habiliies 398,927 2,817
Other taxes and social secunty 7,010 9,327
Accruals 138,420 200,681
671,930 319,919

Trade and other payables principally comprise amounts outstanding for trade purchases and ongoing costs and
amounts due from Group undertakings

The Directors consider thal the carrying amounts of frade and other payables are approxmate to their fair values
The carrying amounts of trade and other payables in GB sterling amount to US$671,930

The Company has financial risk management policies in place to ensure that all payables are paid within the
credit time frame and no interest has been charged by any suppliers as a result of late payment of wvoices
during the period

40. Financial instruments

The Company s exposed to the nsks that anse from its use of financial instruments This note describes the
objectives, polictes and processes of the Company for managing those rnisks and the methods used to measure
them Further quantitative information in respect of these nsks s presented throughout these financsal
statements

Capital risk management

The Company manages is capital to ensure that it will be able to continue as a going concern while maximising
the return to stakeholders The Company 1s funded by a mixture of equity and deblt financing

The capilal structure of the Company consists of cash and cash equivalents and equity, comprising Issued
capital

The Company has no externally imposed capital requirements
Significant accounting policies

Detatis of the significant accounting policies and methods adopted, including the criterra for recognition, the basis
of measurement and the basis on which Income and expenses are recognised, in respect of each class of
financial asset, financial liability and equity instrument are disclosed in the accounting policies of the consoldated
financial statements

The pnncipal financial msiruments used by the Company, from which financial instrument nsk arises are as
follows

Trade and other receivables
Trade and other payables
Cash and cash equivalents
Shareholder loans

Current asset investments
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40 Financial Instruments (continued)

Financial assets

30 June 2015 31 December
2013
uss uss
Loans and receivables
Cash and cash equivalents 84,030 104,961
Intercompany recesvables 2,901,652 1,813,525
Other receivables 116,688 62,604
3,402,270 1,981,080
Fair value through profil and loss
Current asset investments - 593,568
3,102,270 2,574,658
Financial liabilitles
30 June 2015 31 December
2013
Other fiabifities US$ uss$
Loans payables to shareholders 6,433,032 2,010,222
Trade and other payables 526,500 109,911
Accruals 138,420 200,681
7,097,952 2,320,814
Market risk

The Campany's actvities expose it pnmanly to the financral nsks of changes n foreign currency exchange rales,
interest rates and credit nsk

Foretgn currency risk management

As highlighted earlier In these financial statements, the functional currency of the Company is GB stering The
Company has foreign currency denominated assets and labiities Exposures to exchange rate fluctuations
therefore anse The Company pays for invoices denominated in a foreign currency in the same currency as the
invoice therefore suffers from a level of foreign currency nsk

The Company does not enter inte any denvative financial instruments to manage its exposure to foreign currency
nsk

The carrying amount of the Company's foreign currency denominated monatary assets and monetary habihties al

30 June 2015 18 as follows

30 June 2015 31 December
us$ 2013
uss

Assets
Intercompany receivables 2,901,552 1,813,525
Cash at bank 2,014 2,191
2,903,666 1,815,716
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40, Financial mstruments (continued)

30 June 2015 31 December

uss 2013

Liabliities uss$
Loans payables to shareholders 6,433,032 2,010,222

At 30 June 2015, if all foreign curencies in which the Company transacts, had strengthened or weakened by
10% against GB sterling with all other varables held constant, post-tax loss for the period would have
increased/(decreased) by

Strengthaned by 10% Weakened by 10%

{decrease) in post-tax increase in post-tax

loss and impact on loss and impact on

equity aquity

uss us$

31 December 2013 (19,451} 19,461
30 June 2016 {352,947} 352,947

10% is the sensitivity rate used when reporling foreign currency risk internally to key management personnel and
represents management's assessment of the reasonable possible change n foreign exchange rates The
sensitvity analysis includes only outstanding foreign currency denominated monetary tems and adjusts their
translation at the period end for a 10% change in foreign currency rates A positive number above indicates an
increase n loss {increase in profit) or ofher equity where the US$ strengthens 10% against the relevant currency
For a 10% waakening of the US$ against the relevant currency, there would be an equal and opposite impact on
the profit {loss) and other equity

tnterest rate risk management

The Company has minimal exposure to interest rate nsk as all sharehaolder loans are at fixed interest rates and
the Directors believe that mterest rate nisk is at an acceptabie level

Credit risk management

Credit nsk refers o the nsk that a counterparty will default on its contractual obligations resulung In financial loss
to the Company Credt risk anses principally from the Company's cash balances

The Company gives careful consieration to which organisations 1t uses for its banking services It order to
runimise credit nsk

The concentration of the Company's credit nsk 1s considered by counterparty, geography and currency The
Company has a significant concentration of cash held on deposit with one targe bank in the United Kingdom of
$84,027 (2013 $ 102,770) There are no other significant concentrations of credit risk at the balance sheet date
related to external thid parties The Company is exposed to cradit risk m relation to a loan from another group
company but as this 1 with a wholly owned and controlled subsidiary the credit nisk 15 deemed to be low

Al 30 June 2015, the Company held no collateral as secunty against any financial asset No financial assets were
past their due date and there were no problems with the credit quahty of any financial asset i the period As a
result there has been no mpairment of financial 2ssets dunng the penod
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40 Financial Instruments (continued)

The carrying amount of financial assets recorded i the financial statements, net of any allowances for losses,
represents the Company’s maximum exposure to credit risk without taking account of the value of any collateral
obtained

An allowance for impairment 15 made where there 1s an identfied loss event which, based on previous
experience, is evidence of a reduction In the recoverability of the cash flows Management considers the above
measures to be sufficient to control the credit nisk exposure

Liquidity risk management

Liquidity risk 1s the nsk that the Company will encounter difficulty in meeting fis financial obhgations as they fall
due Ulimate responsibility for hquidity nsk management rests with the Board of Direclors The Board manages
hquidity nisk by regularly reviewtng the Company’s geanng levels, cash flow projections and associated headroom
and ensuring that excess banking faciiies are avalable for future use The Company maintains good
relationships with its bank, which has a hgh credit rating and its cash requirements are anticipated via the
budgetary process

Fair values

The Directors consider that the carrying amount of financial assets and labiilies approximates to thelr fair value
hecause of the short term nature of such assets the effect of discounting 15 neghgible

41. Share capital
The movements on these tems are disciosed 1n note 24 to the consolidated financial statemenis
42, Share hased payments

All mformation on share ophions 1ssued dunng the peniod and the charge shown in the income statement for the
pentod can be found in note 27 to the consolidated financial statements

43. Related party transactions

Other than the transactions already disciosed in note 31 of the consolidated financial statements, the following
subsidiary loans were outstanding at the balance sheet date

t oans from subsidiaries

30 June 2015 31 December

uss$ 2043

uss

Amount due from Hutton Poland Jurassic Ltd 25,344 11,757
Amount due from Hutton Gdymia BV 66,804 -
Amount due from Strzelecki Energia Mazowiecka 26,208 -
Amount due from Strzedecki Energia Prabuty Poluniowe 3,586 -
Amount due from Hutton Energy UK Limited 464,851 -
Amount due from Hutton Poland Ltd 2,314,768 1,776,625
2,901,562 1,788,382

Amounts repayable to subsidianes are considered to be long term and are tnterest free
44, Post balance shest events

Details of post balance sheet events can be found in note 32 of the consolidated financial statements
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