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InfraStrata plc
Report of the directors
for the year ended 31 July 2011

The Directors have pleasure in presenting their report and audited financial statements for the year ended 31 July
2011

PRINCIPAL ACTIVITY AND REVIEW OF BUSINESS

The principal activities of the Group throughout the year were the development of sub-surface gas storage
facilities and petroleum exploration

General
InfraStrata plc 1s incorporated and domiciled in England and Wales

Business review

During the vear the Group continued to develop 1ts gas storage and petroleum exploration business
Fundraising

In Q1 2011 the Company completed a round of funding compnsing two elements Firstly, in February 2011, a
placing of 4,095,000 new ordmary shares at 22p per share raised £300,900 before expenses The shares were placed
by Seymour Pierce Limited with an existing institutional investor The net proceeds of the placing receivable by the
Company are being apphed to support both the development of the Islandmagee Storage Project until the introduction
of a new partner, and the committed expenditure programme of InfraStrata through its 2011/12 financial year
Secondly, in March 201 1, InfraStrata completed a funding exercise for its petroleum exploration programme for 2011
and 2012

The second round of funding was undertaken at subsidiary company and project level A private placing of shares
raised £3 million before costs, split equally between two previously wholly owned subsidiartes of InfraStrata,
Brigantes Energy Limited and Corfe Energy Limuted Following the placing of new shares, which was managed by
Seymour Pierce Linited, the new investors hold 50% of the 1ssued share capital of each of the Companies, with the
balance retaned by InfraStrata InfraStrata assigned 40% of its rights for petroleum exploration licence PL1/10 in
Northern Ireland to Bnigantes Energy Limited and 12% of any future exploration nights close to the gas storage
project at Portland, Dorset to Corfe Energy Limited The funds raised are being used to fund the next £3m of ther
respective exploration costs, the first project of which being the £2m exploration programme in Northern Ireland At
the same time as the private placing, InfraStrata farmed out to Nautical Petroleum plc 20% of its exploration rights
under hcence PL1/10 and a further 10% to Terrain Energy Limited Under these agreements InfraStrata’s costs
through the imitial exploration phase of the project are carried

The Company also farmed out 10% of any future exploration nghts close to the gas storage project at Portland to
Nautical Petroleum ple

Islandmagee gas storage project

A planming application for the project was submuitted to the Northern Ireland Planning Service in March 2010 The
focus of the work during the financial year was supporting the planning application and managing a process to
introduce a partner to fund the project through the next stage including the drlling of a well

After year end, in September 2011, the Company announced that 1t had entered mto exclusive negotiations, for a
consideratton of £200,000, with a major energy company regarding an option to acqure a significant equity interest
in Islandmagee Storage Limited, the Islandmagee project company
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Business review (continued)
Portland gas storage project

Planming permussion for this project was granted m May 2008 by Dorset County Council and implemented n June
2011 following completion of permanent works within the wellpad area at Upper Osprey on the Isle of Portland
InfraStrata has a 50% terest in the project together with partner eCORP International, LLC (“eCORP”) eCORP
acquired its 50% interest 1n the project in October 2010 for agreeing to fund the on-going expenditure of Portland
Gas Lirmted (up to the next £22 9m), subject to options to exit the project by rehnquishing its equity interest At 31
July 2011, eCORP had invested £1 2Zm into Portland Gas Limited

The Pipeline Construction Authonsation from the Department of Energy and Climate Change was most recently
renewed 1n July 2011 Applications were submitted in July 2011 to Dorset County Counctl for a renewal of planning
permissions for permanent factlities associated with the pipeline and temporary construction sites In addition to
securing the planning and pipeline construction consents for the project, work continued through the financial year on
securmng land rights for the gas pipeline, a process which is now reaching completion

Petroleum exploration actvities

During the financial year the main conventional exploranion activities were focused on the centrat part of the Larne -
Lough Neagh Basin following the award of petroleum exploration licence PL1/10 in March 2011 The licence covers
an area of 663 square kilometres The imtial licence term 1s five years wath a decision on drilling a well required
within three years InfraStrata is the operator of the licence and holds a 30% direct interest, with an additional net
20% interest via a 50% shareholding in partner company Bnigantes Energy Limited (formerly IS E&P Limited)
which has a 40% interest The other partners n the licence are Nautical Petroleum plc (20%) and Terrain Energy
Limited (10%) The acquisition of approximately 275 line kilometres of 2D seismic data commenced in mid-
September 2011 and was completed 1n early November 2011

The Company 15 awaiting the result of an application submitted to the Department of Energy and Chmate Change n
the 26" Offshore Licensing Round for an area in the English Channel near the Portland gas storage project

Health, safety and environment

There were no reportable health, safety or environmental incidents during the period
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Business review (continued)
Key performance indicators
Key performance indicators are used by the Board to monitor progress against predetermined objectives

Key performance indicators include 1dentification of new economic project opportunities, submission of project
planning applications 1n accordance with project scheduling, project development 1n accordance with project
development programme and Group working capital management

The Board’s expectation was met by activity during the year, including but not limited to

s Completing the funding exercise in March 2011 for Corfe Energy Limited and Brigantes Energy
Limtted, with city institutions and industry partners for its petroleum exploration programme

The prudent apphication of available cash resources

Issuance of new capital to meet working capital requirements

Completion of the Portland Gas Limited disposal transaction with eCORP

Progressing the proposed Islandmagee Storage LLimited funding transaction

Principal risk factors

The Directors are responsible for the effectiveness of the Group’s rnisk management activities and internal control
processes As a participant in the gas storage development and upstream o1l & gas industries, the Group 1s exposed to
a wide range of business risks in the conduct of its operations The Group s exposed to financial, operational,
strategic and external risks which are further described below These nisks are not exhaustive and additional risks or
uncertainties may arise or become material in the future Any of these risks, as well as other risks and uncertainties in
this document, could have a matenal effect on the Group’s business

Financial risks- failure 10 meet financial obligations
s  Costnflation and over runs
»  Access to working capital

Operational risks- damage 1o shareholder value, environment, personnel or communities caused by operational
Jailures

e Loss of key employees

e  Delays in planning application awards

»  Sustained exploration failures

e  Failure of third party services

Strategic and external risks- fallure to manage and grow the business while creating shareholder value
*  Future detenoration of capital markets, reducing ability to raise new equity funding
«  Misalignment with co-venturers
+  Shareholder sentiment
*  Mix of storage and upstream interests

There 1s no assurance that the Group’s exploration and development activities will be successful The Directors seek
to manage and mitigate these risks by developing a balanced portfolio of projects, recruitment and retention of
switably skilled personnel, through compliance with applicable legislation and careful management of cash resources
and requirements

The successful progression of the Group’s activities depends not only on technical success, but also on the ability of
the Group to obtain appropnate financing through equity financing, farm downs, disposing of interest in projects or
other means If the Group 1s unable to obtain additional financmg needed to fulfil its planned work programmes some
interests may be relinquished and/or the scope of operations reduced
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Share capital

On the 21 December 2010 the Company allotted 365,125 new ordinary shares of 10 pence each to the Executive
Directors at 13 42 pence each in lieu of cash bonuses due to the value of £49,000

On the 7 February 2011 the Company placed 4,095,000 new ordmary shares of 10 pence each at 22 pence per share to
raise £900,900 before expenses

QOutlook

[n 2011 and nto 2012 InfraStrata intends to further develop its exploration programmes in County Antrim and
Dorset and progress both the Portland and Islandmagee projects

The coming year will see more activity 1n Northern Ireland as the Islandmagee gas storage project 1s progressed
following the determmation of the Planning Appltcation which 1s anticipated during the current financial year The
data from the seismic acquisition on licence PL1/10 will be processed and interpreted and lead to a decision on
drilling an exploration well

RESULTS AND DIVIDENDS

The 2011 financial year was an active period for the group which made a profit after tax of £4,310,311 (2010 loss
after tax of £1,248,461)} The profit for the year, together with the balance of £4,489,808 loss brought forward leaves
a retained loss of £179,497 to be cammied forward An accounting profit of £3 0 million was recognised on the
disposal of 50% of Portland Gas Limited and £2 9 mullion on the disposal of 50% of Brigantes Energy Limited and
Corfe Energy Limited Subsequent to the transactions Portland Gas Limited is accounted for as a joint venture while
Briganies Energy Limited and Corfe Energy Limited are accounted for as associates The Group recognised revenue
of £240,290 during the penod which arose from operatorship income, consulting and technical services delivered to
offset corporate and administrative expenditure

The Directors do not recommend the payment of a dividend (2010 £mil)

In accordance with international financial reporting standards, the Islandmagee Storage project asset has been
reclassified as assets held for sale and disclosed as such n the consolidated statement of financial position (2010
Islandmagee Storage and Portland Gas Storage assets) - note 20 As a corollary, the net loss attributable to the
project companies has been classified as arising from discontinued operations in the statement of comprehensive
mcome

CHARITABLE AND POLITICAL DONATIONS

Duning the year the Group made various charitable contributions 1n the UK totallmg £200 (2010 £400) No
donations were made for political purposes (2010 £nil)
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PAYMENT OF CREDITORS

The Group’s policy for all supphers 15 to fix terms of payment when entering into a business transaction, ensure
that the supplier 1s aware of those terms and to abide by the agreed terms of payment The number of days” trade
creditors was 16 (2010 20) for the Group

RISK MANAGEMENT

The financial risk management objectives and policies of the Company n relation to the use of financial instruments,
and the exposure of the Company and 1ts subsidiary undertakings to 1ts main risks, credit nsk and hquidity nisk, are
set out 1n note 23 to the financial statements

DIRECTORS
The Directors, who served during the year and subsequently, were as follows

Executive Directors
A D Hindle

C S Gouws

W R Roberts

Non-executive Directors

K M Ratcliff

M A Abbott — Resigned 1 February 2011
J R Davie — Resigned 3 December 2010
M E Hazzard

W Colvin — Appointed 1 February 2011

All Durectors benefit from the provisions of individual Directors Personal Indemnity msurance pohicies Premiums
payable to third parties are as described in note 6

The Company operates a share option scheme and the particulars of share options granted to Directors are detatled
in note 6 to the financial statements

Dhrectors of the Company at 31 July 2011 and their abridged CVs are as follows

Ken Ratcliff (Non-Executive Chairman)

Ken Ratchiff, JP, BSc, FCA, (61) 1s a Chartered Accountant with extensive finance and business experience He
1s currently College Accountant at Epsom College and co-founder of Geokinetics Processing UK Limited, an o1l
and gas industry seismic contractor He was an audit manager with Touche Ross & Co in London before moving
into accountancy and finance positions within the o1l and gas industry m 1978 Ken has previously held semor
management positions with Ensign Geophysics Limited, Seismic Geocode Limited, Tenneco Corporation and
Merhin Geophysical Limited He joined the Board in 2007 and became Chairman in October 2007 Ken has been
a non-executive director of Egdon Resources plc since 2001

Andrew Hindle (Chief Executive Officer)

Andrew Hindle, BSc , MSc , PhD, FGS, CGeol, (49) 1s a highly experienced geolegist with 25 years worldwide
experience He holds a degree in Geological Sciences gawned in 1983 from Leeds University and, following a
year with BP, gained a MSc degree in Petroleum Geology in 1985 from Aberdeen Umversity In 1998 he
completed a PhD (part-time) through the Open University He received the J C “Cam”™ Sproule Memonal
Award from the American Association of Petroleum Geologists in 1999 He worked for Texaco from 1985 until
1996 on UK and international exploration and development projects, working overseas from 1990 to 1994
Subsequently, he worked for Anadarko Algeria Corporation from 1996 to 1997 In 1997 he became a founding
director of Egdon Rescurces Ple and, following the demerger of Egdon and InfraStrata, remamned a non-
executive director of Egdon until February 2011 Andrew has been the Chief Executive of the Group since 2005
Andrew 15 also a director of Geofocus Limited and Toffee Limited
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DIRECTORS (continued)

Craig Gouws (Chief Financial Officer)

Craig Gouws, BSc, CA (SA) (44) 15 a Chartered Accountant and holds an engineering degree He worked within
the forestry sector in South Africa before qualifying as a Chartered Accountant with Emst & Young in 2001 His
finance experience includes working for major auditing organisations in semor financtal positions in South
Africa, the Middle East and the United Kingdom Craig joned the Group mn an executive role during 2007

Walter Roberts (Legal and Commercial Director and Company Secretary)

Walter Roberts, MA (Cantab ), (60) 15 an o1l and gas lawyer with a strong record 1in commercial and legal
management Walter qualified as a solicitor with Simmons & Simmons before joining Phillips Petroleum in
1980 He then worked for Lasmo n both the UK and in Austrahia where he set up 1ts legal department Walter
was the principal negotiator for UK jomnt venture commercial negotiations and gas sales for Talisman Energy
(UK) Limited (previcusly Bow Valley Petroleum (U K ) Limited) until 1995 More recently he was the London
partner of Cummings & Co and he 1s currently an executive director of Pinnacle Energy Limited and a non-
executive director of Egdon Resources plc Walter joined the Board of Egdon Resources plc in 2001 as a non-
executive director He joined the Group in an executive role 1n 2007

Maurice Hazzard (Non-Executive Director)

Maurice Hazzard, (73) has extensive business experience in the o1l and gas industry, particularly mn large
offshore projects He has held semor positions with Phillips Petroleum, Hamilton Bros Oi1l & Gas Limited and
Halyard Offshore Limited Between 1979 and 1989 Maurice was responsible for development of the Energy
Division of the Tung Group of companies, based in Hong Kong, and during this period was Executive Chairman
of Houlder Marne Drilling Limited From 1989 to 1996 he was a consultant with Maritime Audit & Technical
Services Limited, consulting to the international offshore o1l and marmne services industry From 1996 to 1999 he
was Chairman and CEO of PD Systems International Limited, a UK electronics manufacturer He 1s also non-
executive Chairman of Orbitron Technologies Limited, a software company

William Colvin (Non-Executive Director)

William Colvin, A CA (53) 1s a Chartered Accountant and has wide experience in the oil and gas, and
healthcare sectors in senior management and board positions of large corporations He was Finance Director of
British-Borneo O1l & Gas Plc from 1992 to 1999 From 1990 to 1992, Wilham was Finance Manager/Director at
Oryx UK Energy From 1984 to 1989, he worked in a variety of financial roles for Atlantic Richfield (ARCO)
Inc He qualified as a Scottish Chartered Accountant in 1982 and holds a Bachelor of Commerce degree from the
University of Edinburgh Whilliam 1s currently a non-executive director of Energy XXI, an independent oll &
natural gas exploration and production company

DIRECTORS EMOLUMENTS

The Directors’ emoluments are disclosed n note 6 to the Financial Statements
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DIRECTORS AND SUBSTANTIAL SHAREHOLDINGS

The Directors of the Company held the following beneficial shareholdings as at 8 November 2011

Ordinary shares of 10p each Number %o
Ken Ratcliff 63,000 008
Andrew Hindle 6,818,080 871
Craig Gouws 92,418 012
Walter Roberts 1,144,878 146
Maurice Hazzard 1,144 000
William Colvin 0 000

The Company has received notification of the following interests in 3% or more of the Company’s i1ssued share
capital at 8 November 2011 The percentages presented are at the date of notification

Ordinary shares of 10p each Number %
Calculus Nominees Limited 1,858,950 360
Maven Income and Growth VCT 5 PLC 2,974,013 380
JP Morgan Asset Management Holdings Inc 15,516,600 19 83

CORPORATE GOVERNANCE

The UK Corporate Governance Code

The Directors recognise the value of the UK Cerporate Governance Code (“the Code™) and whilst under the AIM
rules comphiance 1s not required the Directors believe that the Company applies the recommendations 1n so far as
1s appropriate for a public company of its size The Company therefore does not fully comply with the Code

The Board

At the financial year end the Board was comprised of three Executive Directors and three Non-executive
Directors whose background and experience are relevant to the Company’s activities As such, the Directors are
of the opimon that the Board has a suitable balance and that the recommendations of the Code have been
implemented to an appropriate level The Board, through the Directors, maintain regular contact with 1ts advisors
and public relations consultants 1n order to ensure that the Board develops an understanding of the views of
major shareholders about the Company All Directors have access to the advice and services of the company
secretary who 15 responsible to the Board for ensuring that the Board procedures are followed and that the
applicable rules and regulations are complied with In addition, the company secretary will ensure that the
directors receive appropriate training as necessary The appointment and removal of the company secretary 1s a
matter for the Board as a whole
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CORPORATE GOVERNANCE (confinued)
The Board (continued)

The table below contans details on the number of meetings held during the period and individuat director
attendance

Board Audit Committee Remuneration Committee
Number of meetings held during
the 2011 financial year 11¢ 1 2
Number of Number of Number of meetings
meetings attended meetings attended attended
Executive directors
Andrew Hindle 10 - -
Craig Gouws 10 - -
Walter Roberts 10 - -
Non-executive directors
Ken Ratchiff 7 1 1
Mark Abbott« 4 1 1
Jonathan Davies * 1 - -
Maurice Hazzard 7 - 2
Bill Colvin<«+ 3 - 1

§ Of which 4 were mummaily attended but to finalise husiness already approved by all directors
* Revigned | February 2011

* * Resigned 3 December 2010

* * * Appointed | February 2011

Audit Committee

The Audit Committee met once n the year to 31 July 2011 Its members are Wilham Colvin (Chairrman), Ken
Rartcliff and for part of the year Jonathan Davie Members of the commuitiee at the time of meetings attended all
meetings either 1in person or by telephone In addition, the committee met m August 2011 and senior
representatives of the external auditors attended that meeting The external auditor has unrestricted access to the
Chairman of the commuittee

The role of the Audit Commuttee includes

. Cons:deration of the appointment of the external auditor and the audit fee

. Reviewing the nature, scope and results of the external audit

. Momnitor the integrity of the financial statements and interim report

. Discussing with the Group’s auditors problems and reservations arising from the interim and final
results

. Reviewing the external auditor’s management letter and management’s response

. Reviewing on behalf of the Board the Group’s system of internal control and making recommendations

to the Board

The Committee also keeps under review the necessity for establishing an internal audit function but considers
that, given the si1ze of the Group and the close involvement of senior management n day-to-day operations, there
1s currently no requirement for such a function Notwithstanding the absence of an internal audit function, the
Committee keeps under review the effectiveness of the Group’s internal controls and risk management systems
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CORPORATE GOVERNANCE (continued)

Remuneration Committee

The members of the Remuneration Committee are Maurice Hazzard (Chairman), Ken Ratchff, Wilham Colvin
and for part of the year, Mark Abbott The committee met twice during the year each time attended by all current
members The Group’s policy is to remunerate senior executives farly in such a manner as to facilitate the
recruitment, retention and motivation of staff The Remuneratton Commuttee agrees with the Board a framework
for the remuneration of the Chairman, the Executive Directors and the senior management of the Group During
the year, the Remuneration Commuttee discussed the continuing need to mamtain motivation of the Executive
duning a period of intense activity and changing focus The conclusion of their considerations was that, while
current salary burden was regarded as being high n the overall context of the Company’s performance, 1t would
not be wise to do anything to jeopardise the possible outcome of current negotiations but the focus during 2012
would be on reducing the overall burden The Executive has been invited to propose possible ways of achieving
this

The principal objectives of the Commuttee include

. Determiming and agreeing with the Board the remuneration policy for the Chief Executive and
Executive Directors,
. Reviewing the design of share incentive plans for approval by the Board and determiming the annual

award polcy to Executive Directors under existing plans, and

The view of the Committee s that the salaries remain competitive, but are not over generous, and therefore did
not recommend an adyustment during the current financial year Non-executive fees are considered and agreed by
the Board as a whole and there has been no specific review in this regard during the period

Nomination Committee
The Company has not established a Nomination Committee as the Directors are¢ of the opinion that such a
commuttee 1s inappropnate given the current size of the Company

Relations with Shareholders

Communication with shareholders 1s given high priority and the Company therefore communicates regulatly
with shareholders including the release of announcements for the interim and annual results and after significant
developments The Annual General Meeting 15 normally attended by all Directors Shareholders, including
private investors, are invited to ask questions on matters including the Greup’s operations and performance and
to meet with the Directors after the formal proceedings have ended

The Company maintains a website (www infraStrata co uk) for the purpose of improving infermation flow to
shareholders as well as potential mvestors The website contains all press announcements and financial reports as
well as extensive operational information about the Group’s activities and enquinies from individual shareholders
on matters relating to their shareholdings and the business of the Group are welcomed The Board encourages
shareholders to attend the Annual General Meeting, at which members of the Board are available to answer
questions

Internal controls

The Directors are responsible for the Group’s system of internal controls, the setting of appropnate policies on
those controls, and regular assurance that the system 1s functioning effectively and that 1t 15 effective in managing
business risk Internal control systems are designed to meet the particular needs of the Group and to manage
rather than eliminate the risk of faillure to meet business objectives The mnternal controls cover financial,
operational and compliance matters and are reviewed on an on-going basis

The Directors consider that the frequency of Board meetings and the information provided to the Board in

relation to Group operations assists the identification, evaluation and management of sigmficant nisks relevant to
its operations on a cont{inuous basis

12
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CORPORATE GOVERNANCE (continued)
Internal controls (continued)

The Group’s internal controls can only provide reasonable and not absolute assurance against material
misstatement or loss or the nisk of failure to meet business objectives Having thus momitored risk management
and internal control processes In place, the Board considers that the Company’s internal control systems operated
appropriately during the year and up to the date of sigming of the Annual Report and Financial Statements

GOING CONCERN

The Group does not currently have cash resources on hand to meet all of the committed and discretionary
expenditure identified for the 12 month period following approval of the financial statements and there can be no
certainty that the planned disposal of an interest in Islandmagee Storage Limited will proceed within the
timeframe currently expected Nevertheless after making inquiries and considering all the relevant factors n
relation to the proposed disposal, the Directors are of the opinion that they will be able to complete any necessary
funding or, 1f necessary, defer or reduce admimistrative costs and have therefore prepared cash flow forecasts for
the Group on these bases These projections, which include the deferral of expenditure, indicate that the Group
will have adequate cash resources to meet 1ts obligations as they fall due for a period of not less than one year
from the date of approval of these financial statements wrrespective of whether or not the disposal proceeds are
recetved within the expected tumeframe For this reason, they continue to adopt the going concermn basis of
accounting in preparing the annual financial statements

DIRECTORS® RESPONSIBILITIES

The Directors are responsible for preparing the Report of the Directors’ and the financial statements in
accordance with applicable law and regulations

UK Company law requires the directors to prepare Group and Company financial statements for each financial
year Under that law the Directors have elected (as required by the rules of the AIM market of the London Stock
Exchange) to prepare Group financial statements i accordance with International Financial Reporting Standards
("IFRS") as adopted by the European Umion (“EU”) and have elected to prepare the Company financial
statements in accordance with [FRS as adopted by the EU and as applied in accordance with the provisions of the
Companies Act 2006

The Group financial statements are required by law and IFRS adopted by the EU to present fairly the financial
position and performance of the Group, the Companies Act 2006 provides 1n relation to such financial statements
that references in the relevant part of that Act to financial statements giving a true and fair view are references to
their achieving a fair presentation

Under company law the Directors must not approve the financial statements unless they are satisfied that they
give a true and fair view of the state of affairs of the Company and of the Group and of the profit or loss of the
group for that period

In preparing each of the Group and Company financial statements, the Directors are required to

select suitable accounting policies and then apply them consistently,

make judgements and estimates that are reasonable and prudent,

state whether they have been prepared in accordance with IFRSs as adopted by the EU,

prepare the financial statements on the going concern basis unless it 15 inappropriate to presumne that the Group
and the Company will continue n business

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

13
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DIRECTORS® RESPONSIBILITIES (contunued)

The Directors are responsible for the maintenance and integrity of the corporate and financial information
included on the InfraStrata plc website

Legislation n the United Kingdom governing the preparation and dissemination of financial statements may
differ from legislation in other junsdictions

DISCLOSURE OF INFORMATION TO THE AUDITOR

In the case of each person who was a Director at the time this report was approved - so far as the Director was
aware there was no relevant avatlable audit information of which the Company’s auditor was unaware, and that the
Director had taken all steps that the Director ought to have taken as a director to make himself aware of any relevant
information and to establish that the Company’s auditor was aware of that information

This information 1s given and should be interpreted 1n accordance with the provisions of s418 of the Companies Act
2006

AUDITOR

A resolution to re-appoint the auditor, Nexia Smith & Williamson, will be proposed at the forthcoming Annual
General Meeting

By order of the Board

M

A Hindle
Director
14 November 2011




independent auditor’s report to the members of InfraStrata plc

We have audited the financial statements of InfraStrata plc for the year ended 31 July 2011 which comprise the
Consohidated Statement of Comprehensive Income, the Consolidated and Parent Company Statements of
Financial Position, the Consohdated and Parent Company Statements of Cash Flow, the Consolidated and Parent
Company Statements of Changes in Equity, and the related notes | to 34 The financial reporting framework that
has been applied in their preparation 1s applicable law and International Financial Reporting Standards (IFRSs)
as adopted by the European Uniwon and as regards the parent Company financial statements, as applied in
accordance with the provisions of the Companies Act 2006

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

Respective responsibilities of Directors and auditors

As explained more fully 1n the Directors’ Responsibilities Statement on page 13, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view Our
responsibihty 1s to audit the financial statements m accordance with apphcable law and International Standards
on Audiing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board’s
(APB’s} Ethical Standards for Auditors

Scope of the audit of the financial statements

A descripion of the scope of an audit of financial statements 1s provided on the APB’s website at
www fre org uk/apb/scope/ptivate cfm

Opinion on financial statements
In our opimion

¢ the financial statements give a true and fair view of the state of the Group’s and the parent Company’s
affairs as at 31 July 2011 and of the Group’s profit for the year then ended,

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

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

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

Opinton on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Report of the Directors’ for the financial year for which the financial
statements are prepared 1s consistent with the financial statements
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Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Compames Act 2006 requires us to
report to you 1f, 1n our opinion

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

¢ the parent Company financial statements are not in agreement with the accounting records and returns, or
certain disclosures of Directors’ remuneration specified by law are not made, or

* we have not recerved all the information and explanations we require for our audnt

NMexla Suttbh o wilthiamton

Andrew Bond
Senior Statutory Auditor,
for and on behalf of

Nexia Smith & Wilhamson
Statutory Auditor

Chartered Accountants
Walnut Tree Close

1 Bishops Wharf

Walnut Tree Close
Guildford, GUI 4RA

14 November 2011
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InfraStrata plc

Consolidated statement of comprehensive income
for the year ended 31 July 2011

Continming operations

Revenue

Cost of sales

Gross profit

Administrative expenses

Operating loss

Finance income
Share of loss of Joint Venture

Loss before taxation

Taxation

Loss for the year from continuing
operations

Profit/(loss) for the year from
discontinued operations

Profit/(loss) for the year attributable
to the equuty holders of the parent

Other comprehensive income

Total comprehensive profit/(loss) for
the year attributable to the equity
holders of the parent

Basic and diluted earmings per share
Centinuing operations

Discentinued operations

Continuing and discontinued
operations

Notes

10

11

12

2011 2010
£ £
240,290 -
240,290 -
(1,180,485) (397,358)
(940,195) (397,358)
11,139 23,645
(452,089) -
(1,381,145) (373,713)
(1,381,145) (373,713)
5,691,456 (874,748)
4,310,311 (1,248,461)
4,310,311 (1,248,461)
(1 82)p 0 Shp
7 49p (1 20)p
567p (1 70p




InfraStrata plc

Consolidated statement of financial position

as at 31 July 2011

Notes 2011 2010
£ £
Non-current assets
Plant and equipment 14 15,161 7,280
Investment in joint venture 16 22,473,516 -
Investments 1n assoclates 16 2,880,000 -
Total non-current assets 25,368,677 7,280
Current assets
Trade and other receivables 17 140,526 110,732
Available for sale financial assets 18 12,500 12,500
Cash and cash equivalents 19 714,969 1,260,982
867,995 1,384,214
Assets classified as held for sale 20 2,744,731 26,511,034
Total cutrent assets 3,612,726 27,895,248
Current habilities
Trade and other payables 21 (104,158) (278,606)
Liabilities directly associated with assets classified
as held for sale 20 (29,928) (4,061,668)
Total current habilities (134,086) (4,340,274)
Net current assets and net assets held for sale 3,478,640 23,554,974
Net assets 28,847,317 23,562,254
Shareholders’ funds
Share capital 24 7,826,433 7,380,420
Share premium 11,848,946 11,381,095
Merger reserve 25 8,988,112 8,988,112
Share based payment reserve 26 322,431 302,435
Retained eamings {138,605) (4,489,808)
28,847,317 23,562,254

Company registration number 06409712

Approved and authorised for 1ssue by the Board on 14 November 2011 /
A nmdlc %S :

Director Director




InfraStrata plc
Company statement of financial position
as at 31 July 2011

Notes 2011 2010
£ £
Non-current assets
Plant and equipment 14,022 -
Investments 16 15,249,611 15,257,966
Total non-current assets 15,263,633 15,257,966
Current assets
Trade and other receivables 17 11,765,975 10,873,566
Available for sale assets 18 12,500 12,500
Cash and cash equivalents 19 118,448 1,072,060
Total current assets 11,856,923 11,958,126
Current liabilities
Trade and other payables 21 (86,261) (260,311)
Net current assets 11,810,662 11,697,815
Net assets 27,074,295 26,955,781
Shareholders’ funds
Share capital 24 7,826,433 7,380,420
Share premium 11,848,946 11,381,095
Merger reserve 25 8,466,827 8,466,827
Share based payment reserve 26 322,431 302,435
Retained earnings (1,390,342) (574,996)
27,074,295 26,955,781

Company registration number 06409712
Approved and authorised for 1ssue by the Board on 14 November 2011

A indle %w

Director Director




InfraStrata plc
Consolidated statement of changes in equity
for the year ended 31 July 2011

Balance at 31 July
2009

Loss for the year

Total comprehensive
loss for the year

Shares 1ssued

Share based payments

Balance at 31 July
2010

Profit for the year

Total comprehensive
profit for the year
Shares 1ssued

Share based payments

Share options lapsed

Balance at 31 July
2011

Share
based
Share Share Merger Shares to payment Retained Total
capital premium reserve be 1ssued reserve earnings equity
£ £ £ £ £ £ £
7,038,473 8,576,705 8,988,112 746,337 177,189  (3,241,347) 22,285,469
- - - - - (1,248,461) (1,248,461)
- - - - - (1,248,461) (1,248,461)
341,947 2,804,390 - (746,337) - - 2,400,000
- - - - 125,246 - 125,246
7,380,420 11,381,095 8,988,112 - 302,435  (4,489,808) 23,562,254
- - - - - 4,310,311 4,310,311
- - - - - 4,310,311 4,310,311
446,013 467,851 - - - - 913,864
- - - - 60,888 - 60,888
- - - - (40,892) 40,892 -
7,826,433 11,848,946 8,988,112 - 322,431 (138,605) 28,847317
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InfraStrata plc

Company statement of changes in equity
for the year ended 31 July 2011

Balance at 31 July
2009

Loss for the year

Total comprehensive
loss for the year

Shares 1ssued

Share based payments

Balance at 31 July
2010

Loss for the vear

Total comprehensive
loss for the year
Shares 1ssued

Share based payments

Share options lapsed

Balance at 31 July
2011

Share

based
Share Share Merger Shares to payment Retained Total
capital premmum reserve be issued reserve earnings equity
£ £ £ £ £ £ £
7,038,473 8,576,705 8,466,827 746,337 177,189 (356,743) 24,648,788
- - - - - (218,253) (218,253)
- - - - - (218,253) (218,253)
341,947 2,804,390 - (746,337) - - 2,400,000
- - - - 125,246 - 125,246
7,380,420 11,381,095 8 466,827 - 302,435 (574,996) 26,955,781
- - - - - (856,238) (856,238)

- - - - - (856,238) (856,238)

446,013 467,851 - - - - 913,864
- - - - 60,338 - 60,888
- - - - (40,892) 40,892 -
7,826,433 11,848,946 8,466,827 - 322,431 (1,390,342) 27,074,295
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InfraStrata plc
Consolidated statement of cash flows
for the year ended 31 July 2011

Notes 2011 2010
£ £

Net cash (used 1n) operating
activities 27 (982,526) (1,409,715)
Investing activities
Interest received 11,139 23,645
Purchase of intangible assets (324,520) (569,274)
Purchase of plant and equipment (108,706) (2,250,176)
Cash outflow on disposal of
subsidiary (6,264) -
Net cash (used 1n) investing
activities (428,351) (2,795,805}
Financing activities
Proceeds on 1ssue of ordinary shares 864,864 2,400,000
Net cash generated from financing
activities 864,864 2,400,000
Net (decrease) in cash and cash
equivalents (546,013) (1,805,520)
Cash and cash equivalents at
beginning of year 1,260,982 3,066,502
Cash and cash equivalents at end of
year 714,969 1,260,982
Cash and cash equivalents consist of
Cash at bank 19 £714,969 £1,260,982

Significant non-cash transactions
Significant non-cash transactions for the ended 31 July 2011 comprise the loss of control of three companies
which were previously subsidiaries — see note 16

Cash flows arising from discontinued activities
Cash flows arising from discontinued operations are analysed i note 27
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InfraStrata plc
Company statement of cash flows
for the year ended 31 July 2011

Notes 2011
£
Net cash (used 1n) operating activities 27 (1,803,324)

Investing activities

Interest received

Subscription in share capital of
subsidiary company

Purchases of plant and equipment

Net cash (used 1n)/ in flow investing
activities

Financing activities
Proceeds on 1ssue of ordmary shares

Net cash generated from financing
activities

Net (decrease)/increase in cash and
cash equivalents

Cash and cash equivalents at beginning
of year

Cash and cash equivalents at end of
year

Cash and cash equivalents consist of

Cash at bank 19

2010
£

(1,428,795)

2,228

(17,380)

15,292

(8,855)

(15,152)

6,437

864,864

2,400,000

864,864

2,400,000

{953,612)

1,072,060

977,642

94,418

118,448

1,072,060

£118,448

£1,072,060
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InfraStrata plc
Notes to the financial statements
for the year ended 31 July 2011

General information

InfraStrata plc 1s a company incorporated 1n England & Wales under the Companies Act 2006 and 1s
domiciled in the United Kingdom and 1s listed on the AIM market of the London Stock Exchange

Accounting policies

The financial statements are based on the following accounting policies which have been consistently
appled

Basis of preparation

InfraStrata plc adopted International Financial Reporting Standards (IFRS) and IFRIC Interpretations, as
adopted by the European Union and, except as noted below, effective m July 2011, as the basis for
preparation of its financial statements The financial information has been prepared under the histoncal
cost convention as modtfied by the revaluation of certain financial assets

Going concern

The Directors have prepared the financial statements on the gomng concern basis which assumes that the
Group will continue 1 operational existence for the foreseeable future

The Group requires additional funding n order to progress the development of the Islandmagee gas
storage project in which 1t holds a 65% interest and to pay future general and administrative costs The
exploration of licence PL1/10 has been funded by partners, however InfraStrata plc will be required to
fund 1ts nterest once the imtial phase of exploration i1s complete and the partners decide to drill an
exploration well

The Directors believe that the disposal of an interest in Islandmagee Storage Limited 1s the best way of
maximising shareholder value by allowing an entity other than InfraStrata plc to develop this preject It 1s
expected that such a disposal will provide working capital for the Group and will transfer responsibility
for funding the immediate future development of the Islandmagee gas storage project to the new partner

The Group does not currently have cash resources on hand to meet all of the commutted and discretionary
expenditure identified for the 12 month period following approval of the financial statements and there
can be no certainty that the planned disposal of an interest in Islandmagee Storage Limited will proceed
within the umeframe currently expected Nevertheless after making inquiries and considering all the
relevant factors in relation to the proposed disposal, the Directors are of the opimion that they will be able
to complete any necessary funding or, if necessary, defer or reduce administrative costs and have
therefore prepared cash flow forecasts for the Group on these bases These projections, which include the
deferral of expenditure, indicate that the Group will have adequate cash resources to meet 1ts obligations
as they fall due for a period of not less than one year from the date of approval of these financial
statements mrespective of whether or not the disposal proceeds are received within the expected
timeframe For this reason, they continue to adopt the going concern basis of accounting in preparing the
annual financial statements
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InfraStrata plc
Notes to the financial statements
for the year ended 31 July 2011

Accounting policies (continued)
Adoption of new and revised standards

In the current financial year, the Group has adopted Internationat Financial Reporting Standard 2 “Share-
Based Payments” (revised 2009), International Accounting Standard 32 “Fmancial Instruments
Presentation” (revised 2009) and IFRIC 19 “Extinguishing financial habilittes with equity struments”
The adoption of these standards and interpretation did not have any impact on the financial position or
performance of the Group

At the date of approval of these financial statements, the following Standards and Interpretations which
have not yet been applied 1n these financial statements were n 1ssue but not yet effective (and 1n some
cases, had not yet been adopted by the EU) and that may have an impact gomng forward

IFRS 9 Financial Instruments

IFRS 10 Consolidated Financtal Statements

IFRS 11 Joint Arrangements

IFRS 12 Disclosure of Interests in Other Entities

IFRS 13 Fair Value Measurement

IAS 28 Investments in Associates and Joint Ventures (2011)

The Directors anticipate that all of the above standards and interpretations will be adopted in the Group’s
financial statements n future periods

Basis of consolhidation

The financial information incorporates the financial imformation of the Company and entities controlled
by the Company Control 15 achieved where the Company has power to govern the financial and operating
policies of an investee entity so as to obtain benefits from its activities

Business combinations and goodwill

On acquisition, the assets and habilities and contingent habiities of subsidiartes are measured at their fair
values at the date of acquisiion Any excess of cost of acquisition over the fair values of the 1dentifiable
net assets acquired 15 recognised as goodwill Any deficiency of the cost of acquisition below the fair
values of the identifiable net assets acquired (1e discount on acquisition) 1s credited to the income
statement n the period of acquisition Goodwill ansing on consolidation 1s recognised as an asset and
reviewed for imparment at least annually Any impairment 1s recognised immediately in the income
statement and 1s not subsequently reversed

Interests 1n joint venture entitics

A jont venture 1s a contractual arrangement whereby two or more parties undertake an economic activity
that 1s subject to jount control and a jowntly controlled entity 1s a joint venture that involves a separate
entity 1n which each venturer has an interest The Group recognises its interest 1 jomntly controlled
entities using equity accounting The financial statements of the joint venture are prepared for the same
reporting year as the parent company, using consistent accounting policies

O1l and gas exploration Joint ventures

The Group 1s engaged in o1l and gas exploration and development which may lead to production through
unincorporated joint ventures The Group accounts for its share at cost of the results and net assets of
these jount ventures as jontky controlled assets based on 1ts percentage ownership of these joint ventures
In addition, where the Group acts as operator to the joint venture, the gross liabilities and receivables
(includmg amounts due to and from non-operating partners) of the joint venture are included in the
statement of financial position Detauls of the Group’s 01l & gas exploration joint ventures accounted for
as jointly controlled assets are provided in note 33
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InfraStrata plc
Notes to the financial statements
for the year ended 31 July 2011

Accounting policies (continued)
Interests in assoclates

The Group has interests in associates, which are entities over which the group has sigmificant influence
but not control and which are not joint ventures The Group recoghises 1ts interest in assoclates using
equity accounting The financial statements of the associates are prepared for the same reporting year as
the parent company, using consistent accounting policies

Disposal groups held-for-sale
Disposal groups are classified as assets held for sale when their carrying amount s to be recovered
principally through a sale transaction and a sale 1s considered highly probable They are stated at the

lower of carrying amount and fair value less costs to sell if theirr carrying amount 1s to be recovered
principally through a sale transaction rather than through centinuing use

Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision-maker as required by IFRS 8 “Operating Segments” The chief operating decision-
maker, who 1s responsible for allocating resources and assessing performance of the operating segments,
has been tdentified as the Board of Directors

The accounting policies of the reportable segments are consistent with the accounting policies of the
Group as a whole Segment profit represents the profit earned by each segment without allecation of gains
or losses on the disposal of available-for-sale investments, investment income, nterest payable and tax
This 15 the measure of profit that is reported to the Board of Directors for the purpose of resource
allocation and the assessment of segment performance

When assessing segment performance and considering the allocation of resources, the Board of Directors
review information about segment assets and habilities

Plant and equipment
Plant and equipment 1s stated at cost less accumulated depreciation and any recognised impairment loss

The nitial cost of an asset comprises its purchase price or construction cost and any costs directly
attributable to bringing the asset into operation

Depreciation 1s charged so as to write off the cost of assets, over therr esimated useful lives, using the
straight-line method, oace the asset has been brought into use, on the following basis

Office equipment 20 -33%

Capitalised tangible gas storage inclusive of related and pipeline costs are not depreciated as the facility 1s
under construction and not 1n use

The carrying values of plant and equipment are reviewed for impairment when events or changes n
circumstances indicate that the carrying value may not be recoverable

Gas storage research and development costs

Research expenditure, incurred when undertaking exploration activities for gas storage opportunities, 15
written off 1n the year in which 1t 15 incurred
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InfraStrata plc
Notes to the financial statements
for the year ended 31 July 2011

Accounting policies (continued)
Capitalisation and impairment of intangible gas storage assets

Costs of development of gas storage facilities are capitalised as intangible assets once 1t 1s probable that
future economic benefits that are attributable to the assets will flow to the Group and until consent to
construct has been awarded, at which time the capitalised costs are transferred to plant and equipment
The nature of these costs includes all direct costs incurred 1n project development No amortisation or
depreciation 1s provided until the storage facility 1s brought into commercial use

An 1mpairment test 1s performed annually and whenever events or circumstances arising during the
development phase indicate that the carrying value of a development asset may exceed 1ts recoverable
amount The aggregate carrying value 15 compared against the expected recoverable amount of the cash
generating unit, generally by reference to the present value of the future net cash flows expected to be
denived from storage revenue The present value of future cash flows 1s calculated on the basis of future
storage prices and cost levels as forecast at the balance sheet date Capitalisanon of project rental costs are
reviewed on a regular basis and expensed when the physical progress on the project 1s i the Directors
optnton, significantly less than expected

The cash generating umit appled for impairment test purposes 1s generally an individual gas storage
facility Where the carrying value of the facility 1s greater than the present value of its future cash flows a
provision 1s made Any such provistons are charged to cost of sales

Ol & gas exploration and evaluation expenditure and assets
The Group accounts for o1l & gas expenditure under the full cost accounting method

Costs (other than payments to acquire rights to explore) incurred prior to acquiring the rights to explore
are charged directly to the income statement All costs mcurred after the nights to explore an area have
been obtained, such as geological, geophysical, data costs and other direct costs of exploration and
appraisal are accumulated and capitahised as exploration and evaluation assets (“E&E”)

E&E costs are not amortised prior to the conclusion of appraisal activities If technical feasibility 13
demonstrated and commercial reserves are discovered, then following development sanction, the carrying
value of the relevant E&E asset will be reclassified as a development and production asset, but only after
the carrying value of the E&E asset has been assessed for impairment, and where appropriate, its carrying
value adjusted

If after completion of appraisal activities 1n an area, 1t 15 not possible to determine technical feasibility or
commercial viability, then the costs of such unsuccessful exploration and evaluation are written off to the
mncome statement as a component of costs of sales in the period the relevant events occur The costs
associated with any wells which are abandoned are fully amortised when the abandenment decision 1s
taken

When o1l or gas 1s sold from E&E assets, the carrying value of the E&E asset is reduced by the gross
profit generated from the sale

Borrowing costs

Borrowing costs directly attnibutable to the construction of an asset that necessanly takes a substantial
peniod of time to get ready for 1ts intended use or sale are capitalised as part of the cost of the respective
assets All other borrowing costs are expensed in the period they occur Borrowing costs consist of interest
and other costs that an entity incurs 1n connection with the borrowing of funds

Investments

[nvestments 1n subsidianes are stated at cost less provision for impairments
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InfraStrata plc
Notes to the financial statements
for the year ended 31 July 2011

Accounting policies (continued)
Taxation

Tax expense represents the sum of the tax currently payable and any deferred tax The taxable result
differs from the net result as reported in the income statement because it excludes items of income or
expense that are taxable or deductible in other years and 1t further excludes items that are never taxable or
deductible The Company’s hiability for current tax 1s calculated using tax rates that have been enacted or
substantially enacted by the balance sheet date Deferred tax 1s the tax expected to be payable or
recoverable on differences between the carrying amounts of assets and habilities n the financial
statements and the corresponding tax bases used n the computation of taxable profit, and 1s accounted for
using the balance sheet liabihty method Deferred tax habilities are generally recognised for all taxable
temporary differences and deferred tax assets are recognised to the extent that 1t 1s probable that taxable
profits will be available aganst which deductible temporary differences can be utilised Such assets and
lLiabilities are not recogmised 1f the temporary difference arises from goodwill or from the mtial
recognition {other than 1n a business combination) of other assets and habilities 1n a transaction that
affects neither the taxable profit nor the accounting profit Deferred tax ltabilities are recognised for
taxable temporary differences arising on invesiments in subsidianies, except where the Group 1s able to
control the reversal of the temporary difference and 1t 15 probable that the temporary difference will not
reverse 1n the foreseeable future

The carrying amount of deferred tax assets 1s reviewed at each balance sheet date and reduced to the
extent that 1t 1s no longer probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered Deferred tax 1s calculated at the tax rates that are expected to apply in the period
when the hability 1s settled or the asset realised

Deferred tax 1s charged or credited to the income statement, except when 1t relates to items charged or
credited directly to equity, in which case the deferred tax 1s also dealt with 1n equity

Deferred tax assets and habilities are offset when there 1s a legally enforceable night to set off current tax
assels aganst current tax liabilities and when they relate to income taxes levied by the same taxation
authority and the Group intends to settle ts current assets and hiabilities on a net basis

Foreign currency

Transactions mn foreign currency are recorded at the rates of exchange prevailing on the dates of the
transactions At each balance sheet date, monetary assets and hiabilities that are denominated in foreign
currencies are retranslated at the rates prevailing on the balance sheet date and gains or losses are taken to
operating profit

Leases

Leases are classified as finance leases or hire purchase lease contracts whenever the terms of the lease
transfer substantially all the nsks and rewards of ownership to the lessee All other leases are classified as

operating leases

Rental costs under operating leases are charged on a straight-line basis over the lease term
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InfraStrata plc
Notes to the financial statements
for the year ended 31 July 2011

Accounting policies (continued)
Share based payment transactions

Employees (including senior executives) of the Group receive part of thewr remuneration n the form of
share based payment transactions, whereby employees render services as consideration for equity
instruments (equity settled transactions)

The cost of equity settled transactions 1s recognised, together with a corresponding increase in equity, over
the period in which the performance and or service conditions are fulfilled, ending on the date on which
the relevant employees become fully entitled to the award (the vesting date) The cumulative expense
recogmsed for equity setiled transactions at each reporting date until the vesting date reflects the extent to
which the vesting period has expired and the Group’s best estimate of the number of equity instruments
that will ulimately vest The income statement charge or credit for a period represents the movement 1n
cumulative expense recognised as at the beginning and end of that period No expense is recogmised for
awards that do not ultimately vest, except for awards where vesting 1s conditional upon a market
condition, which are treated as vesting irrespective of whether or not the market condition 1s satisfied,
provided that all other performance conditions are satisfied

Where the terms of an equity settled award are modified, as a mimmum an expense 1s recognised as 1f the
terms had not been modified In addition, an expense 1s recognised for any modification, which increases
the total fair value of the share based payment arrangement, or 15 otherwise beneficial to the employee as
measured at the date of modification

Where equity settled award 1s cancelled, 1t 1s treated as 1f it had vested on the date of cancellation, and any
expense not yet recogmsed for the award s recogmsed immediately However, iIf a new award 1s
substituted for the cancellation award, and designated as a replacement award on the date that 1s granted,
the cancelled and new awards are treated as 1f they were a modification of the original award, as described
1n the previous paragraph

Retirement benefit costs

The Company has a defined contribution plan which requires contrbutions to be made into an
independently admimstered fund The amount charged to the income statement 1n respect of pension costs
reflects the contributions payable in the year Differences between contributions payable during the year
and contnbutions actually paid are shown as erther accrued habilities or prepaid assets in the balance
sheet

Financial instruments

Financial assets and financial habilities are recognised on the balance sheet when the Group becomes a
party to the contractual provisions of the instrument

Trade and other receivables are measured at mminial recognition at far value and are subsequently
measured at amortised cost using the effective interest method A provision s established when there 15
objective evidence that the Group will not be able to collect all amounts due The amount of any provision
15 recognised 1n the income statement Cash and cash equivalents comprise cash held by the Group and
short-term bank deposits with an original maturity of three months or less

Trade and other payables are imitially measured at farr value, and are subsequently measured at amortised
cost, using the effective interest rate method
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InfraStrata ple
Notes to the financial statements
for the year ended 31 July 2011

Accounting policies (continued)
Financal instruments (confinued)

Financial habilities and equity nstruments issued by the Group are classified 1n accordance with the
substance of the contractual arrangements entered into and the definitions of a financial habihity and an
equity instrument An equily instrument 1s any contract that evidences a residual interest in the assets of
the Group after deducting all of its Liabilities Equity instruments 1ssued by the Company are recorded at
the proceeds received, net of direct 1ssue costs Equrty 1ssued for non monetary consideration 1s recorded
at the farr value of the equity instruments 1ssued, except when a parent reorgamses the structure of its
group by establishing a new entity and (a) the new parent obtains control of the original parent by 1ssuing
equity nstruments in exchange for existing equity instruments of the original parent, (b) the assets and
labilities of the new group and the original group are the same immediately before and after the
reorgamsation, and (c) the owners of the original parent before the reorganisation have the same absolute
and relative interests in the net assets of the ornginal group and the new group immediately before and
after the reorganisation In this latter case equity instruments 1ssued by the new parent are recognised at
the carrying amount of its share of the equity items shown i the separate financial statements of the
ongmnal parent at the date of the reorganisation

Interest bearing bank loans, overdrafts and other loans are recorded at the proceeds received, net of direct
1ssue costs Finance costs are accounted for on an accruals basis in the income statement using the
effective interest method

Available for sale financial assets are those non-derivative financial assets that are designated as available
for sale or are not classified as financial assets at fair value through profit and loss, held to matunty
mmvestments or loans and receivables After imtial recogmition available for sale financial assets are
measured at fair value with gains or losses being recognised as a separate component of equity until the
investment 1s derecogmised or unti the mvestment 1s determined to be impaired at which time the
cumulative gan or loss previously reported 1n equity 1s included in the income statement The fair value
of investments that are actively traded 1n organised financial markets 1s determined by reference to quoted
market bid prices at the close of business on the balance sheet date For investments where there 1s no
active market, fair value 15 determined using appropriate valuation techmgques

Revenue

Revenue 15 recognised as the fair value of the consideration received or recervable and represents the
amounts receivable for services delivered duning the normal course of business Revenue 1s recognised as
the services are delivered

Finance income

Finance income 1s recogmised on an accrual basis
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InfraStrata plc
Notes to the financial statements
for the year ended 31 July 2011

Segment information

The Directors have determined the Group’s operating segments by reference to the risk profile of the Group’s
activities, which are affected predominately by location of the Group’s assets The Group’s head office 1s
located wn the United Kingdom with operations located in Dorset, Northern Ireland and Europe The segmental
businesses activities are the development and construction of gas storage and associated facilities, and
petroleum exploration No segmental information relating to the Evropean activities 1s required to be disclosed

as they are immaterial

2011
Continuing
activities
Revenue from
services provided to
jomt venture
Administrative
expenses

Share of loss of
Jomt venture
Finance income

Discontinued
activities
Admimmstrative
expenses

Profit arising on
loss of control of
subsidianies

Analysis of:
Assets by segment
Liabilities by
segment

Net assets per
segment

Capital expenditure
Depreciation

* discontinued activities

Dorset Northern Ireland Unallocated Total
Gas storage Exploration Gas storage Exploration

240,290 - - - - 240,290
- - - - (1,180,485)  (1,180,485)
(452,089) - - - - (452,089
- - - - 11,139 11,139
(211,799) - - - (1,169,346)  (1,381,145)
(31,570) - (120,388) - - (151,958)
2,964,014 1,439,700 - 1,439,700 - 5,843,414
2,932,444 1,439,700 (120,388) 1,439,700 - 5,691,456
2,720,645 1,439,700 (120,388) 1,439,700  (1,169,346) 4,310,311
22,473,516 1,440,000 *2,744.731 1,440,000 883,156 28,981,403
- - *(29,928) - (104,158) (134,086)
22,473,516 1,440,000 +2,714,803 1,440,000 778,998 28,847,317
*252,977 - *286,003 - 17,380 556,360
- - - - 9,499 9,499
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3  Segment information (continued)

Operating lease rentals — land and buildings
Research costs

Dorset Northern Ireland Unallocated Total
2010 Gas storage  Exploration  Gas storage  Exploration
Continuing
activities
Administrative
expenses - - - - {397,358) (397,358)
Finance income - - - - 23,645 23,645
- - - - (373,713) (373,713)
Discontinued
activities
Administrative
expenses (735,259) - (100,671) - (38,818) {874,748)
(735,259) - (100,671) - (38,818) (874,748)
(735,259) - (100,671) - (412,531) (1,248461)
Analysis of.
Assets by segment *24.066,195 - +2.419,261 - 1,417,072 27,902,528
Liabilities by
segment +(4,000,554) - *(58,900) - (280,820)  (4,340,274)
Net assets per
segment 20,065,641 - *+2,360,361 - 1,136,252 23,562,254
Capital
expenditure *3,346,830 - *592,791 - - 3,939,621
Depreciation - - - - 21,070 21,070
* discontinued activities
4 Other expenditure 2011 2010
£ £
Fees payable to the Group’s auditor and its associates
- for the audit of the Company’s annual financial statements 15,610 12,750
- for the audit of the Company’s subsidharies 8,290 17,750
- other services relating to taxation 7,780 12,450
- all other services 6,100 3,556
Depreciation 9,499 21,070
Net foreign exchange (profit)/loss (2,024) 5,278

154,262 1,521,146

43,217

103,716
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Employee information

2011 2010
Number Number
Executive Directors and staff 5 7
£ £
Staff costs for the above persons and Non-executive Directors were
Wages and salaries 682,851 854,196
Social security costs 77,080 89.449
Defined contribution pension plan expenditure 18,190 27,808
Share based payments 60,888 125,246
839,009 1,096,699
Directors’ and key
management
emoluments and
compensation
Group and company
2011
Salary & Bonus Benefits Pension Total
fees 2011
£ £ £ £ £
Executive Directors
Andrew Hindle 250,000 25,000 2,170 - 271,170
Craig Gouws 121,067 12,000 1,552 6,000 140,619
Walter Roberts 86,320 12,000 2,971 6,000 107,291
Non-executive Directors
Ken Ratchff 37,500 - - 1,875 39,375
Mark Abbott 7,500 - - - 7,500
Jonathan Davie 5,000 - - - 5,000
Maurice Hazzard 15,000 - - 750 15,750
William Colvin 7,500 - - - 7,500
529,887 49,000 6,693 14,625 600,205
Share based payment attributable to Directors 36,285
Employers national insurance contributions 67,378

703,868
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Directors’ and key management emoluments and compensation (continued)

2010
Salary & Bonus Benefits Pension Total
fees 2010
£ £ £ £ £
Executive Directors
Andrew Hindle 250,000 - 2,042 - 252,042
Craig Gouws 122,219 - 1,462 6,000 129,681
Walter Roberts 120,000 - 2,788 6,000 128,788
Non-executive Directors
Ken Ratchff 37,500 - - 1,875 39,375
Mark Abbott 15,000 - - - 15,000
Jonathan Davie 15,000 - - - 15,000
Maurice Hazzard 15,000 - - 750 15,750
574,719 - 6,292 14,625 595,636
Share based payment attnibutable to Directors 86,001
Employers national insurance contributions 65,941
747,578

The bonus of £49,000 awarded to Executive Directors during the financial year was paid by way of the
1ssue of shares

The total of short-term employee benefits for Directors was £652,958 (2010 £646,952)
The Directors are considered to be the Group’s key management
Aggregate emoluments above mnclude amounts for the value of options to acquire ordinary shares in the

Company granted or held by Directors Details of Enterprise Management Incentive and other options
granted on the 25 January 2008 are as follows

Number Exercise Exercisable from Exercisable to
price
£
Executive Directors
Andrew Hindle 43,859 228 1 January 2011 31 December 2017
Craig Gouws 43,859 228 1 January 2011 31 December 2017
Walter Roberts 43,859 228 1 January 2011 31 December 2017
Non-executive Directors
Ken Ratchff 21,929 228 1 January 2011 31 December 2017
Mark Abbott 21,929 228 1 January 2011 31 December 2017
Maurice Hazzard 21,929 228 1 January 2011 31 December 2017

No options were granted to Directors and ro options were exercised by Directors in 2011 or 2010

Key man msurance premiums of £1,862 (2010 £777) were patd for Executive Directors and directors’
indemnity insurance premiums of £20,140 (2010 £18,133) were paid 1n respect of all Directors Executive
and Non-executive Directors participate in the Group Stakeholder Pension Plan under which Group Life
Cover 1s offered
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Share based payment plans

A share based payment plan was created 1n the year ended 31 July 2008 All Directors and employees are
ennitled 1o a grant of options subject to the Board of Directors’ approval The options do not have a cash
settlement alternative  The options granted are Enterprise Management Incentive share options for
qualifying employees

There were 98,879 options 1ssued during 2011 (2010 45,200) The following table illustrates the number
and weighted average exercise prices {(WAEP) of, and movements in, share options during the year

2011 2011 2010 2010
Number WAEP Number WAEP
£ £
Outstanding at the beginning of the year 301,098 206 255,898 244
Granted during the year 98,879 015 45,200 089
Forfeited during the year (47,570) 228 - -
Qutstanding at the end of the year 352,407 150 301,098 206
Exercisable at the end of the year 208,328 228 - -

The werghted average remaining vesting period for the share options outstanding at 31 July 2011 15 0 39
years (2010 092 years) The range of exercise prices for options outstanding at the end of the year was
£0 1517 - £2 43 The weighted average remaining option life for the share options outstanding at 31 July
2011 1s 8 years (2010 8 years)

The fair value of equty settied options granted 1s estimated as at the date of the grant using a Black-
Scholes model, taking nto account the terms and conditions upon which the options were granted The
following table lists the inputs to the model used to value the options 1ssued in 2011 and 2010

2011 2010
Expected volatility (%) 35% 35%
Risk free interest rate 0 5% 05%
Weighted average contractual life of option
{vears) 10 10
Expected dividend yield Nil Nil
Exercise price of options 015 0389
Weighted average share price (£) 01517 0 885

The expected volatility reflects the assumption that the historical volatihty of a sample of o1l and gas
companies 15 indicative of future trends for InfraStrata plc, which may not necessarily be the actual
outcome The expected hfe of the options i1s based on Directors best estimate and may not necessarily be
indicative of the patterns that may occur

Retirement benefits

The Group operates a defined contrnibution retirement plan for all qualifying employees who wish to
participate The assets of the scheme are held separately from those of the Group 1n funds under the control
of trustees

The total cost charged to expenses of £17,398 (2010 £27,808) represents contributions payable to the
scheme by the Group at rates specified in the rules of the scheme for the year Asat 31 July 2011, employer
and employee contributions of £3,295 (2010 £4,557) due 1n respect of the current period had not been paid
over to the scheme, the payment was made on the 10 August 2011 (2010 10 August 2010)

Finance income 2011 2010
£ £
Interest on bank deposits 11,139 23,645
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Income tax

The major components of income tax expense for the years ended 31 2011 2010
July 2011 and 2010 are £ £

a) Consolhidated income statement

Current income tax charge - -
Adjustments 1n respect of current income tax of previous years - -

b) A reconciliation between tax expense and the product of accounting
loss for the years ended 31 July 2011 and 2010 1s as follows

Accounting loss before tax from continuing operations (1,381,145) (373,713)
Loss on continuing activities multiplied by the standard rate of tax (377,467) (104,640)
(27 33%, 2010 — 28%)

Expenses not permutted for tax purposes and pre-trading expenditure 29,792 13,843

Other timing differences 2,506 5,900

Group relief - 13

Tax losses carned forward 345,079 (84,884)

At effective tax rate of 27 33% (2010 28%)
Income tax expense reported in the income statement - -

A discontinued operations reconciliation between tax expense and the 2011 2010
product of accounting profit/(loss) for the years ended 31 July 2011 £ £
and 2010 1s as follows

Accounting profit/(loss) before tax from discontinued operations 5,691,456 (874,748)
Profit/ (loss) on discontinued activities multiphed by the standard rate

of tax (27 33%, 2010 — 28%) 1,555,475 (244,929)
Expenses not permitted for tax purposes and pre-trading expenditure (1,782) 244,942
Non-taxable income (1,553,693) -
Group rehef - (13)

At effective tax rate of 27 33% (2010 28%)
Income tax expense reported in the Income statement - -

c) Factors that may affect the future tax charge

The Group has trading losses of £1,341,015 (2010 £588,568) which may reduce future tax charges Future
tax charges may also be reduced by capital allowances on cumulative capital expenditure

d) Deferred taxation

The Group has an unrecognised deferred taxation asset arising from trading losses carried forward of
£335,254 (2010 £158,914) at year end The deferred tax asset 1s not recognised due to the uncertainty over
1ts future recovery

The deferred tax asset 1s calculated at a rate of 25% (2010 27%), this bemg the enacted rate, however, the
Government has announced that the rate of corporation tax will reduce to 23% and this 1s the rate expected
to be 1n force when the tax losses may be able to be utilised The deferred tax asset calculated at this tax
rate 1s £308,433
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Income tax (continued)

The Group’s potential charge to tax ansing from 1ts investments in the joint venture and the associates 1s
dependent on the source of future inflows to the Group Inflows arising from the partial or complete
disposal by way of sale are not expected to be subject to tax, inflows from the distribution of future trading
profits may be subject to tax at a rate of 25% which would give a maximum potential Liability of
£1,309,842 The group has no current expectation of recewving distributions of profits from these
mvestments in the foreseeable future and has therefore provided the mimimum potential deferred tax
hability

Discontinued operations 2011 2010
£ £
Revenue - -
Net operating costs (151,958) (874,748)
Profit arsing on loss of control of subsidianes (note 16)
Portland Gas Limited 2,964,014 -
Corfe Energy Limited 1,435,700 -
Brigantes Energy Limited 1,439,700 -
Profit/(loss) before tax 5,691,456 (874,748)

Tax charge (note 10} - -

Profit/(loss) after tax 5,691,456 (874,748)

Details of the discontinued operations are given 1n note 20
Earnings per share 2011 2010
Profit/(loss)

The profit/(loss) for the purposes of basic and diluted loss per share
bring the net loss attributable to equity shareholders

Continuing operations (1,381,145) (373,713)
Discontinued operations 5,691,456 (874,748)
Continuing and discontinued operations 4,310,311 (1,248,461)

Number of shares
Weighted average number of ordmnary shares for the purposes of basic

eamings per share 75,978,414 73,023,939
Basic and diluted earmings per share

Continuing operations (1 82)p 05y
Discontinued operations 749p (120)p
Continuing and discontinued operations 567p (17Dp

Dituted earnings per share calculations are not presented as there 1s no material difference between the
weighted average number of ordinary shares for the purposes of basic earnings per share basic and the
welghted average number of ordinary shares for the purposes of diluted earnings per share, the basic and
diluted earnings per share are the same

Losses attributable to InfraStrata plc

The loss for the period dealt with in the financial statements of InfraStrata plc was £856,238 (2010
£218,253) As provided by s408 of the Companies Act 2006, no income statement 15 presented in respect
of InfraStrata plc
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Plant and equipment — Group
2011

Cost

At 1 August 2010
Additions

At 31 July 2011
Depreciation

At 1 August 2010
Charge for the year
At 31 July 2011
Net book value

At 31 July 2011

Plant and equipment — Group
2010

Cost

At 1 August 2009
Additions

Transfer to assets
classified as held for sale
At 31 July 2010
Depreciation

At | August 2009
Charge for the year

At 31 July 2010

Net book value

At 31 July 2010

Gas storage
(under construction)
£

20,318,153
3,346,830

(23,664,983)

Office equipment
£

69,648

Office
equipment
£

69,648
17,380

87,028

62,368
9,499

71,867

15,161

Total

20,387,801
3,346,830

(23,664,983)

69,648

69,648

41,298
21,070

41,298
21,070

62,368

62,368

7,280

7.280
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Plant and equipment — Company

2011

Cost

At 1 August 2010
Additions

At 31 July 2011
Depreciation

At | August 2010
Charge for the year
At 31 July 2011
Net book value

At 31 July 2011

Intangible assets
2010

Cost

At 1 August 2009
Additions

Transfer assets classified as held for sale

At 31 July 2010

Amortisation

At 1 August 2009
Charge for the year

At 31 July 2010

Net book value

At 31 July 2010

Office equipment
£

17,380

17,380

3,358

3,358

14,022

Development costs —
Gas storage
£

1,821,551
592,791
(2,414,342)
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Investments
Group
2011 2010
£ £
Investment In joint venture
Balance at the beginning of the year - -
Additions 22,925,605 -
Share of losses (452,089) -
Balance at the end of the year 22,473,516 -
Investment 1n associates
Balance at the beginning of the year - -
Additions 2,880,000 -
Disposals - -
Balance at the end of the year 2,880,000 -
Total investments at the end of the year
25,353,516 -

Joint venture

The Group has a 50% interest 1n Portland Gas Limited which 1s involved n developing a gas storage
facihity on the Isle of Portland, Dorset and the related gas pipelines between Portland and Mappowder
The joint venture 1s a private company and 1s not listed on any public exchange

Previously, Portland Gas Limited was a subsidiary and its assets and habilities were categorised as
held for sale The Group recognised the investment 1n the joint venture following the 1ssue of shares to
eCORP Onl & Gas UK Limited, which reduced the Group’s interest to 50%, this being effective on 1
September 2010 1n return for funding the next £22 9 million 1n the project to match the project
expenditure invested by InfraStrata, subject to options to exit the project by rehinquishing 1ts equity
interest

In accordance with the applicable international financial reporting standard, the investment in the jomnt
venture 1s the group’s share of the fair value of Portland Gas Limited at the date which 1t became a
Jouwnt venture adjusted by its share of the joint ventures losses

The disposal 1s analysed as follows

£

Group’s book value of assets and liabilities at the date of loss of
control

= Plant & equiptment 23,917,960

=  Accounts payable (679,011)

=  Long term habilities (3,277,358)
Profit on disposal 2,964,014
Group’s share of the fair value of Portland Gas Limited 22,925,605
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16 Investments (continued)
2011 2010
£ £
Share of Portland Gas Limited group capital commitments 897,500 -
£
Statement of financial position at 31 July 2011
* Long-term assets 25,605,758
=  Current assets 154,135
=  Current habilimes (1,097,214)
= Long-term habilities (2,189,163}
22,473,516
For the period | September 2010 to 31 July 2011
Administrative expenditure (452,089)
Operating lease commitments falling due
=  Within one year 680,134
=  Within 2 to 5 years 3,387,200
= After more than 5 years 4,445,700

Associates

The Group has a 50% interest in Corfe Energy Limited and Brigantes Energy Limited which are involved
in the hydrocarbon exploration The associates are private companies and are not listed on any public
exchanges The following table summarises the Group’s share of the assets and liabilities of each of these
associates as recorded in each associates’ accounting records

Corfe Energy Limited
2011 2010
£ £
Long-term asset 99,372 -
Current assets 719,694
Current lability (106,334) -
Brigantes Energy Linited
2011 2010
£ £
Long-term asset 108,284 -
Current assets 720,839

Current hability (117,028) -
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Investments (continued)
Associates (continued)

The Group recognised the mmvestment in the Associates on completion of the sale of 50% of 1S E&P
Limited (formerly InfraStrata Trading Limited) and IS NV Limited (formerly InfraStrata NV Limited)
effective 31 March 2011 (the subsidiartes 1ssued new equity to the buyers), in return for new investors
purchasing £1,500,000 new equity before expenses in each of the Companies The disposals are analysed
as follows

Brigantes Energy Limited

£
Accounts receivable 300
Profit on disposal 1,439,700
1,440,000
Corfe Energy Linuted
£
Accounts rcceivable 300
Profit on disposal 1,439,700
1,440,000
Company
2011 2010
£ £
Balance at the beginning of the year 15,257,966 15,249,111
Additions 500 8,855
Disposals (8,855) -
Balance at the end of the year 15,249,611 15,257,966
Subsidiaries

The Company’s subsidiary undertakings at 31 July 2011, all of which are wholly owned unless indicated
otherwise, are as follows

Principal undertaking Country of
incorporation
InfraStrata UK Limited Holding and corporate England
Portland Gas ESP S L Spamish sub surface gas storage Spam
developer
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Investments (continued)
Subsidiaries (continued)

InfraStrata UK Limited owns the following
substdiary
Islandmagee Storage Limuted (65% owned)  Sub surface gas storage developer ~ Northern Ireland

In January 2010 InfraStrata UK Limited, Moyle Energy Investments Limited and Islandmagee Storage
Limited entered into a preliminary shareholders agreement whereby Moyle Energy Investments Limited
acquired a 35% interest in Islandmagee Storage Limited InfraStrata UK Limited continues to assume
one hundred percent of the nsks and rewards of ownership of Islandmagee Storage Limited (including
voting rights) and therefore InfraStrata plc includes the total assets and habilities 1n its consolidated
results

InfraStrata UK Limited also owns 50% (2010 — 100%) of the 1ssued equity share capital of Portland Gas
Limited

Portland Gas Limited, which was a subsidiary at the prior year end and 15 now classified as a jomnt
venture, owns the subsidiaries histed below

Portland Gas Storage Limited Sub surface gas storage developer England
Portland Gas Transportation Limited Gas storage pipeline developer England

Investment 1n associates

2011 2010

£ £
Balance at beginning of year - -
Reclassifications 600 -
Balance at the end of the year 600 -

The company owns 50% of the issued share capital of the following companies, both of which, are
corporated in England and are involved in 01l and gas exploration

Corfe Energy Limited
Brigantes Energy Limited

Trade and other receirvables Group Group Company Company
2011 2010 2011 2010

£ £ £ £

Amounts due from Group undertakings - - 11,625,452 10,809,819
Trade receivables 83,754 - 83,754 -
Other receivables 12,900 71,985 12,897 25,000
Prepayments 43,872 38,747 43,872 38,747
140,526 110,732 11,765,975 10,873,566

An element of the Company and Group’s credit risk 1s attnbutable to 1ts trade and other receivables
Based on prior experience and an assessment of the current economic environment, the Directors did not
consider any provision for wrecoverable amounts was required and censider that the carrying amounts of
these assets approximates to their fair value
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Available for sale financial assets Group Group Company Company
2011 2010 2011 2010

£ £ £ £
At 1 August 12,500 12,500 12,500 -
Transferred from subsichary - - - 12,500
At 31 July 12,500 12,500 12,500 12,500

The investment 1n securities above represents an investment in Egdon Resources plc redeemable preference
shares The assets are held at cost as an approximation of fair value These are the only financial assets
which the Group and Company are required to carry at fair value

Cash and cash equivalents Group Group Company Company
2011 2010 2011 2010

£ £ £ £
Cash at bank 714,969 1,260,982 118,448 1,072,060

The Dhrectors consider that the carrying amount of these assets approximates their fair value The credit
risk on liquid funds 1s hmited because the counter-parties are banks with high credit ratings

Assets held for sale and discontinued operations

The Company has announced, together with Moyle Energy Investments Limited, that 1t has entered into
exclusive negotiations with a major energy company regarding the acquisition of an equity interest n
Islandmagee Storage Limited owned by InfraStrata (65%) and Moyle (35%) It 1s hkely that the equity
nterest will arise through the 1ssue of shares by Islandmagee Storage Limited rather than the sale of equity
by the Group It 1s expected that the majority of the proceeds from the 1ssue of equity will be retained n
Islandmagee Storage Limited to fund project development

The operations of Portland Gas ESP S L. have been discontinued and the Company will be wound up as
soon as possible

Whilst the assets held for sale are classified as current assets, due to the nature of the arrangements
described above, the group does not expect to recerve cash inflows equivalent to, or in excess of, the book
value of the assets so classified

2011 2010
£ £
Assets classified as held for sale
Property, plant and equipment - 23,664,983
Intangible assets — gas storage
development costs 2,700,345 2,414,342
Trade and other receivables 1,066 334,553
Cash and cash equivalents 43,320 97,156

2,744,731 26,511,034
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InfraStrata plc

for the year ended 31 July 2011

Assets held for sale and discontinued operations (confinued)

Liabilities classified as held for sale

Current habrhities

Trade creditors

Other taxation and social security
Accruals

Other contractual agreements

Non-current liabilities
Obligations under lease agreements
Other contractual agreements

Trade and other payables

Trade creditors

Other taxation and social security
Accruals

Amount due to Group undertakings

2011 2010

£ £

1,192 73,400

- 4,182

28,736 114,857

- 700,000

29,928 892,439

- 2,168,286

- 1,000,943

29,928 4,061,668

Group Group Company Company
2011 2010 2011 2010
£ £ £ £
39,638 67,039 26,893 176,080
30,540 37,250 30,540 37,250
33,980 174,317 28,828 46,881
- - - 100
104,158 278,606 86,261 260,311

The Directors consider that the carrying amount of trade and other payables approximates to thewr fair

value

Non-current habilities

Obligations under lease agreements
Other contractual agreements

Transfer to habilities directly associated
with non-current assets classified as held

for sale

Group
2011
£

Group
2010
£

2,168,286
1,000,943

(3,169,229)

The non-current habilities as at 31 July 2010 were habilities of Portland Gas Storage Limited which 15 now
accounted for on the equity method following the disposal of 50% of Portland Gas Limited The obhgation
under a lease agreement 15 to be settled over a period of 13 years Under the terms of a separate agreement
with the lessor the Group will pay £120,000 per annum of the hability anising under the lease until the
Portland project 1s fully funded The balance will be settled by way of an interest bearing loan, which will
be repaid when the project 1s fully funded Other contractual agreements relate to payments to be made to
the Portland Gas Trust under a Section 106 planning agreement and will be settled over a period of 20

years
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Financial assets and habilities

The Group and Company’s financial mstruments comprise cash and cash equivalents and items such as
trade payables and other receivables which arise directly form the Group’s operations The Group’s
operalions expose It to a variety of financial risks including credit risk, hquidity sk, interest rate risk and
foreign currency exchange risk Given the size of the Group, the Directors have not delegated the
responsibility of monitoring financial risk management to a subcommuttee of the board The objectives of
the financial instrument policies are to reduce the Group and Company’s exposure to financial risk The
policies set by the board of Directors are implemented by the Company’s finance department

The group 15 also indirectly exposed to nisks ansing from its mterests in jownt ventures and associates The
group 15 not required to give detailed information relating to these risks

Credit risk

The credit nsk on hquid funds 1s imited because the Group and Company policy 1s to only deal with
counter parties with mgh credit ratings and more than ore nstitution 1s utihsed to deposit cash holdings
The Group held funds 1n the Bank of Scotland, Northern Rock and Lloyds TSB bank accounts during the
last two years, at year end all of the funds were held in Bank of Scotland The risk of Bank of Scotland
bank failure has decreased during the year The carrying amount of financial assets represents the
maximum credit exposure The maximum exposure to credit risk at the reporting date was

Group Group Company Company

2011 2010 2011 2010

£ £ £ £

Available for sale financial assets 12,500 12,500 12,500 12,500
Trade and other recetvables 96,654 71,985 96,651 57,364
Cash and cash equivalents 714,696 1,260,982 118,448 1,072,060

The reconciling item, n the prior vear, between the trade and other receivables presented above and that
presented 1n note 17 1s the VAT receivable

Interest rate risk

The Company and Group 15 exposed to nterest rate risk as a result of positive cash balances, denominated
n sterling, which earn interest at a variable rate These attract interest at rates that vary with bank interest
rates Cash at bank at floating rates consisted of money market deposits which earn interest at rates set 1n
advance from periods of 1-3 months by reference to Sterling LIBOR An effective interest rate increase or
decrease by 1% on the cash and cash equivalents balance at year end would result 1n a before tax financial
effect of an increase or decrease n investment revenues and equity for the Group of £7,344 (2010
£13,581) and for the Company of £1,184 (2010 £10,721)

Fareign currency risk

The Group 1s exposed to foreign currency rate risk as a result of trade payables which are settled in Euros
During the year the Group and Company did not enter into any arrangements to hedge this risk, as the
Directors did not consider the exposure to be sigmificant given the short term nature of the balances The
Group and Company will review this policy as appropnate in the future As at 31 July 2011, 1f the Euro had
weakened or strengthened 10% against sterling with all other variables held constant, the Group's net loss
and equity would have decreased or increased by £1,178 (2010 £1,791)

The currency risk disclosures at 31 July 2011 are as follows

Euro
Accounts payable £10,606
The currency risk disclosures at 31 July 2010 are as follows
Accounts payable £15,009

The book value of financial assets and habihties disclosed 15 considered to be equal to fair value
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Financial assets and habilities (continued)

Liquidity risk

The Group and Company policy 1s to actively mamntain a mixture of long-term and short-term deposits that
are designed to ensure 1t has sufficient available funds for operations The total carrying value of Group and
Company financial hatlities 1s disclosed in notes 20 (assets held for sale and discontinued operations), 21
(trade and other payables) and 22 (non-current liabilities) Further information on contractual maturities of
significant financial Liabilities 1s disclosed 1n notes 22 and 28 The Company 1ssues share capital when
external funds are required The reconciling items between the contractual maturities presented below and
that presented 1n notes 20, 21 and 22 are taxes and the effect of discounting long term habilities to present
value The following table shows the contractual maturities of the Group’s and Company’s financial
liabilities, all of which are measured at amortised cost

Within one month

Within more than one month and less than
one year

More than | year and less than five years
More than five years

Group
2011
£

98,371

Group Company Company

2010
£

1,056,626
100,000

1,990,634
1,966,973

2011 2010
£ £
42,789 87,403

The contractual liabilities of Portland Gas Limited at 31 July 2010 of £616,622 and £100,000 shown as
falling due within one month and within one year, respectively, are not expected to be paid until such

time as the Portland project 15 fully funded

Share capital and redeemable
preference shares

Ordinary share capital

At 31 July 2009
- Ordinary shares of 10 pence each

Issue 10 pence ordinary shares

At 31 July 20i0
- Ordinary shares of 10 pence each

Issue 10 pence ordinary shares

At 31 July 2011
- Ordinary shares of 10p each

Number

100,000,000

100,000,000

100,000,000

Authorised

£

10,000,000

10,000,000

10,000,000

Allotted, called up, and
fully paud
Number £

70,384,727 7,038,473

3,419,474 341,947

73,804,201 7,380,420

4,460,125 446,013

78,264,326 7,826,433
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Share capital and redeemable preference shares (continued)

Redeemable preference shares of £1
each (classified as habilities)

At 31 July 2011, 2010 and 2009 50,000 50,000 50,000 12,500

On the 21 December 2010 the Company allotted 365,125 new ordnary shares of 10p each to the Execunive
Directors at 13 42p each n lieu of cash bonuses due to the value of £49,000

On the 7 February 2011 the Company completed a placing of 4,095,000 new ordinary shares of 10p each at
22p per share with an existing institutional investor to raise £900,900 before expenses The expenses of the
1ssue, which were taken to the share premium account, were £36,063

Objectives, policies and processes for managing capital

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going
concern 1n order to achieve 1ts operational objectives

The Group defines capital as being share capital plus reserves The Board of Directors monitors the level of
capital as compared to the Group’s forecast cash flows and long term commitments and when necessary
1ssues new shares Dilution of existing shareholder value 1s considered during all processes which may
result in an alteration of share capital in 1ssue

Ordinary share capital in 1ssue 15 managed as capial and the redeemable preference shares n 1ssue are
managed as current Liabilities

The Group 18 not subject to any externally imposed capital requirements
Merger reserve
Company

The merger reserve arose on the demerger of the Portland Gas Group of companies from Egdon Resources
Plc when the Company issued shares at a premium to their nominal value on acquisition of InfraStrata UK
Limited The reserve 1s not distributable

Group

The merger reserve represents the difference between the nommal value of the shares issued on the
demerger and the combined share capital and share premium of InfraStrata UK Limited at the date of the
demerger

Share based payment reserve

The reserve for share based payments 1s used to record the value of equity settled share based payments
awarded to employees and transfers out of this reserve are made upon the exercise or expiration of the share
awards

The transfer in of £60,888 (2010 £125,426) relates to share options granted Options forferted during the
year resulted n a transfer of £40,892 from the share based payment reserve into retained earnings For
further information on the share based payment scheme see note 7
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Cash (used 1n) operations 2011 2010
Group £ £
Operating loss for the year from

continuing operations (940,195) (397,358)
Depreciation 9,499 21,070
{Increase)/Decrease in trade and other

receivables (29,794 38,624
{Decrease) 1n trade and other payables (174,449) (83,280}
Share option expense 60,888 125,246
Shares 1ssued in lieu of bonus 49,000 -
Loss on sale of subsidiary 8,355 -
Cash from/(used 1n) discontinued 34,170 (1,114,017)
operations

Cash (used n) continuing and

discontinued operations (982,526) (1,409,715)
Cash flows arising from discontinued

activities 2011 2010
Group £ £
Cash from/{used 1n) discontinued 34,170 (1,114,017)
operations

Investing activities (415,846) (2,819,450
Financing activities - -
Cash (used i) operations 2011 2010
Company £ £
Operating loss for the year (858,467) (233,545)
Depreciation 3,358 -
(Increase) n trade and other receivables (892,408) (1,472,948)
(Decrease)/Increase in trade and other

payables (174,050} 152,452
Share optton expense 60,888 125,246
Shares 1ssued in lieu of bonus 49,000 -
Loss on sale of substdiary 8,355 -

Cash used 1n cperations

(1,803,324)

(1,428,795)
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Operating lease commitments

Future mimmum rentals payable under non-cancellable operating leases as at 31 July are as follows

Land and Land and
buildings buildings
2011 2010
£ £

Amounts due
Within one year 30,000 1,223,600
Within 2 to 5 years 22,438 6,493,505
After more than 5 years - 10,585,000
52,438 18,302,105

Operating lease payments represent rentals payable by the Group for office premises and land which 1s for
the purposes of gas storage facility development

The office premises lease rentals are fixed for 5 years and the escalation clause 15 linked to market rates
agreed between the landlord and tenant The lease provides for a break clause at the fifth anniversary of the
lease, exercisable at the Company’s option

At 31 July 2010 the rents due by Portland Gas Storage Limited under the gas storage development land
leases are fixed to the first review date on the 20 October 2011 and the escalation ciause 1s hinked to the
Retail Price Index published by the Office for National Statistics The lease provides for a break clause at
the fifteenth anniversary of the lease, exercisable at the Company’s option Until such time as the Group has
secured funding for the Portland project only mimimal cash payments will fall due, with the balance of the
hability being settled by way of interest bearing loans, which are payable once the associated gas storage
project 1s fully funded

Tangible capital commitments 2011 2010
£ £
Approved and contracted - 1,795,000

The capital commitments at 31 July 2010 related to a commitment of Portland Gas Storage Limited in
relation to a 5106 deed of undertaking
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Related party transactions

InfraStrata UK Limited leases the Group’s head office from Toffee Limited, a company of which Andrew
Hindle 1s a director and shareholder A fair market rent paid during the period was £45,000 (2010
£45,000) The balance outstanding at 31 July 2011 was £n1l (2010 £n1l) The Company paid professional
fees to Pinnacle Energy Limited of £35,000 (2010 £nil}, a company of which Walter Roberts 15 a director
The balance outstanding at 31 July 2011 was £ml (2010 £nml)

The Group has related party relationships with 1ts associates and joint ventures in the course of normal
operations The Group recovered overhead and technical support costs from its joint venture of £212,655
(2010 — not applicable)

The following balances were outstanding at 31 July 2011

Amounts owed by Amaounts owed to
related parties related parties
£ £
Joint ventures
Nominal value of convertible unsecured
loan notes 22,865,368 -
Other 21,090 -
Associates
Other - 600
Company

The Company has related party relationships with its subsidiaries, associates and joint ventures n the
course of normal operations

InfraStrata plc recovered overhead and technical support costs from InfraStrata UK Limited of £182,863
(2010 £170,561), Portland Gas Storage Limited of £193,450 (2010 £473.358), Islandmagee Storage
Limited of £113,826 (2010 £92,134) and Portland Gas Transportation Limited of £19,205 (2010
£230,457)

The balances outstanding at 31 July 201 1, which are not secured, are provided 1n the following table

Related party Amounts owed by Amounts owed to
related parties related parties
£ £

Subsidiaries
InfraStrata UK Limited 11,082,221 -
Islandmagee Storage Limited 343,231 -
Corfe Energy Limited - 300
Brigantes Energy Limited - 300
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Related party transactions (continued)

The balances outstanding at 31 July 2010, which are not secured, are provided n the following table

Related party Amounts owed by Amounts owed 1o
related parties related parties
£ £

Subsicharies
InfraStrata UK Limited 6,751,126 -
Portland Gas Storage Limited 2,943,867 -
Islandmagee Storage Limited 428,577 -
Portland Gas Transportation Linnted 517,063 -
Portland Gas ESP S L 136,823 -

Judgements in applying accounting pohcies and key sources of estimation uncertainty

Amounts included in the financial statements involve the use of judgement and/or estimation These
estimates and judgements are based on management’s best knowledge of the relevant facts and
circumstances, having regard to previous experience, but actual results may differ from the amounts
included in the financial statements Information about such judgements and estimation 1s contained 1n the
accounting policies and/or the notes to the financial statements, and the key areas are summarised below

Capitalisation of project costs

The assessment of whether costs incurred on project exploration and evaluation should be capitalised or
expensed 1nvolves judgement Any expenditure which 1s considered to relate to gas storage exploration
research activities or where 1t 15 not probable that future economic benefits will flow to the Group are
expensed Management considers the nature of the costs incurred and the stage of project development and
concludes whether 1t 1s appropriate to capitalise the costs The key assumptions depend on the rock
mechanical properties of the halite, the availlabibty of a suitable site for construction of the required
facihities and the likelihood of gaining the relevant permissions

Review of project asset carrying values

The assessment of caputalised project costs for any indications of impawrment involves judgement When
facts or circumstances suggest that impairment exists, a formal estimate of recoverable amount 1s
performed and an impairment loss recogmsed to the extent that the carrying amount exceeds recoverable
amount The carrying amount of the intangible asset with an indefinite useful lLife 1s £2,700,345
Recoverable amount 1s determingd to be the higher of fair value less costs to sell and value in use The key
assumptions are the net income expected to be generated from the facilities, the cost of construction and
the date from which the facilities become operational Management assigns values and dates to these inputs
after taking into account market information, engineering design costing and the project programme A
discount rate of 8% 1s applied in determining project net present values Salt cavern gas storage projects
are long term investments and cash flows are therefore projected over periods greater than 5 years
Engineering design provides for Project Iife of 40 years [t 1s assumed that 100% of a project’s capacity
will be sold from the date that the capacity becomes operational, therefore no cash flow growth is used
when performing cash flow projections

Share based payments

The estimation of share based payment costs requures the selection of an appropriate valuation model and
consideration as to the inputs necessary for the valuation model chosen The Group has made estimates as
to the volatility of 1ts own shares, the probable hife of options granted, and the time of exercise of those
options The model used by the Group 1s the Black-Scholes model The key assumptions are detailed n
note 7
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Judgements in applying accounting policies and key sources of estimation uncertanty {confinued)
Going concern

The preparation of the financial statements requires an assessment on the validity of the going concemn
assumption The validity of the going concern assumption 1s dependent on the availability of adequate
financial resources to allow the Group to continue i operational existence for the foreseeable future
Should the going concern basis not be appropriate, adjustments would have to be made to the assets and
liabilities in the balance sheet of the Group As with other development compames which have no revenue
streams, the Group will only be able to continue 1its development programme if 1t has sufficient financial
resources to do so In order to gain such resources, the Group will need to raise additional funds, either
through the 1ssue of shares and/or project disposals Nevertheless after making inquines and considering
all the relevant factors in relation to the proposed disposal, the Directors are of the opinion that they will be
able to complete any necessary funding or, 1f necessary, defer or reduce administrative costs and have
therefore prepared cash flow forecasts for the Group on these bases These projections, which include the
deferral of expenditure, indicate that the Group will have adequate cash resources to meet 1ts obligations as
they fall due for a period of not less than one year from the date of approval of these financial statements
wrespective of whether or not the disposal proceeds are received within the expected timeframe For this
reason, they continue to adopt the going concern basis of accounting 1in preparing the annual financial
statements subject to the going concern disclosure made in note 2

Investments in joint ventures and associates

In order to establish whether an entity 15 a consolidated subsidiary, a joint venture or an associate, key
areas of judgment include

* Quantitative analysis of an enuity including review of, amongst other factors, its capital structure,
contractual terms, which interests create or absorb variability, related party relationships and design of
the entity

» Rights of partners reflecting sigmficant business decisions, including dispositions and acquisitions of
assets

* Board and management representation

* Ability to make financing decisions

» Operating and capital budget approvals and contractual nights of other parties

Refer to note 16 for additional information

Guarantee

The Company has guaranteed the lease payments to be made by Portland Gas Storage Limited to Portland
Port Limited The financial commitment under this guarantee at 31 July 2011 1s £18,474,200

Jointly controlled o1l & gas exploration activities

Group and company

Country Licence Field name Operator Net interest
Northern Ireland PL1/10 Larne-Lough Neagh Basin InfraStrata 50%

The Company has entered into agreements with partners whereby the Company’s share of imual

exploration costs are covered by the partners to the extent of £2 million therefore the company has not
incurred expenditure in develeping its share of the asset
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Control of the Group

The largest Group in which the results of the Company are consolhdated 1s that headed by InfraStrata plc It
1s the ultimate holding company and 1s incorporated in Great Britain and registered 1n England There 15 no
ultmate controlling party of InfraStrata plc
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