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NOTE 10: (a) CASH AND CASH EQUIVALENTS

CONSOLIDATED

2010 2009
€ €

(a) Cash and cash equivalents 969,352 6,622,329

The Group’s exposure to interest rate risk and a sensitivity 
analysis for financial assets and liabilities are disclosed in note 22.

(b) Reconciliation of cash flows from operating activities - -

Loss for the period (2,323,598) (7,202,805)

ADJUSTMENT FOR NON-CASH ITEMS:

Unrealised net foreign exchange (gains) / loss (239,501) (935,681)

Share-based payments 130,390 544,792

Depreciation and amortisation 2,840,198 12,573

Resource property costs impairments 1,075,168 5,108,595

Fair value movement on financial assets - (27,496)

Unwind of discount on site restoration provision 210,829 249,314

Amortisation of borrowing costs 212,185 -

Capitalised interest - (394,670)

CHANGE IN OPERATING ASSETS AND LIABILITIES:

(Increase) decrease in receivables 378,758 80,012

Decrease (increase) in other assets - (6,391)

Increase (decrease) in trade and other payables (897,907) 275,133

Increase in provisions and accruals (108,291) 4,762

Net cash outflow from operating activities 1,278,231 (2,291,862)
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NOTE 11: INVENTORY

NOTE 12: TRADE AND OTHER RECEIVABLES

NOTES TO THE FINANCIAL STATEMENTS

CONSOLIDATED

2010 2009
€ €

Accrued gas sales revenue 376,638 -

Sundry debtors 75,080 236,071

Indirect taxes receivable (a) 1,992,237 2,112,135

1,866,838 2,348,206

The Group’s exposure to credit and currency risks and impairment losses related to trade and other receivables are disclosed in
note 22.

(a) Included in receivables are Italian indirect taxes recoverable as follows:

Current 1,985,308 2,078,848

Non-current 1,478,819 1,953,326

The indirect taxes relate to Italian Value Added Tax (“VAT”), which is typically 20% of invoiced amounts (with certain
exceptions). The extent of VAT that has not been recovered from the Italian authorities is recognised on the balance
sheet as a receivable. Po Valley expects to recover this receivable through reducing VAT remitted on sales, reducing
the group’s obligation to pay employee taxes to the authorities and/or applying for an annual refund (capped at the
lowest amount of VAT credits generated in any of the past 3 years). The current portion receivable is estimated to be
recoverable in the next twelve months. We note that VAT remitted on oil and gas sales in Italy is 10%.

CONSOLIDATED

2010 2009
€ €

Well equipment – at cost 897,134 810,749
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NOTE 13: PROPERTY PLANT & EQUIPMENT

CONSOLIDATED

2010 2009
€ €

OFFICE FURNITURE & EQUIPMENT:
At cost 163,168 118,829

Accumulated depreciation (98,878) (80,275)

64,290 38,554

PLANT & EQUIPMENT UNDER CONSTRUCTION:
At cost - 5,793,331

Accumulated depreciation - -

- 5,793,331

GAS PRODUCING PLANT AND EQUIPMENT:
At cost 7,557,376 -

Accumulated depreciation (605,761) -

6,951,615 -

7,015,905 5,831,885

RECONCILIATIONS:
Reconciliation of the carrying amounts for each class 
of Plant & equipment are set out below:

OFFICE FURNITURE & EQUIPMENT: 
Carrying amount at beginning of year 38,554 42,971

Additions 44,339 8,442

Depreciation expense (18,603) (12,573)

Foreign exchange difference - (286)

Carrying amount at end of year 64,290 38,554

PLANT & EQUIPMENT UNDER CONSTRUCTION:
Carrying amount at beginning of year 5,793,331 -

Additions 1,078,081 5,793,331

Transfer to gas producing assets (6,871,412) -

Carrying amount at end of year - 5,793,331

GAS PRODUCING ASSETS:
Carrying amount at beginning of period - -

Transferred from exploration and development assets 685,964 -

Transferred from plant and equipment under construction 6,871,412 -

Additions - -

Depreciation expense (605,761) -

Carrying amount at end of period 6,951,615 -

7,015,905 5,831,885
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NOTE 14: RESOURCE PROPERTY COSTS 

NOTES TO THE FINANCIAL STATEMENTS

CONSOLIDATED

2010 2009
€ €

RESOURCE PROPERTY COSTS:
Exploration phase 5,923,127 6,139,221

Development phase - 22,772,357

Production phase 20,071,921 -

25,995,048 28,911,578

RECONCILIATION OF CARRYING AMOUNT 
OF RESOURCE PROPERTIES:
Exploration Phase

Carrying amount at beginning of period 6,139,221 7,689,974

Foreign exchange difference - (1,060,034)

Exploration expenditure 323,077 4,617,876

Change in estimate of rehabilitation assets (265,357) -

Impairment losses (273,814) (5,108,595)

Carrying amount at end of period 5,923,127 6,139,221

Resource property costs in the exploration and evaluation phase have not yet reached a stage which permits a reasonable
assessment of the existence of or otherwise of economically recoverable reserves. The ultimate recoupment of resource property
costs in the exploration phase is dependent upon the successful development and exploitation, or alternatively sale, of the
respective areas of interest at an amount greater than or equal to the carrying value. 

Development Phase
Carrying amount at beginning of period 22,772,357 22,366,345

Foreign exchange difference - (3,151,065)

Development expenditure 200,704 9,490,725

Commissioning revenue received (i) - (140,317)

Reclassed as Plant & Equipment (685,964) (5,793,331)

Transfer to production assets (22,287,097) -

Carrying amount at end of period - 22,772,357

Production Phase
Carrying amount at beginning of period - -

Reclassed from development expenditure (ii) 22,287,097 -

Additions 262,873 -

Change in estimate of rehabilitation assets 539,139 -

Amortisation of producing assets (2,215,834) -

Impairment loss (801,354) -

Carrying amount at end of period 20,071,921 -

Commercial production on the Castello well began on 12 January 2010. An impairment trigger was identified with regard to Castello
during the second quarter of 2010 as a result of decline in pressure and the field was stopped for testing. Accordingly, the associated
resource property costs and related plant and equipment (as a cash generating unit) have been tested for impairment. The recoverable
amount has been determined by reference to a discounted cashflow forecast model. The key assumptions adopted in that model,
based on a two well development, include gas pricing, expected gas production, operating and capital expenditure and a discount
rate. The expected production and reserves have been independently reviewed. The recoverable amount is most sensitive to the gas
production, gas price assumption and the discount rate. As result of the impairment test, the recoverable amount for Castello has been
determined to be €9.1million resulting in an impairment expense of €801,354. 

Commercial production from the Sillaro well commenced on 18 May 2010.

(i) Relates to gas sales generated prior to commercial production having occurred.
(ii) Reclassification from development expenditure relates to capitalised costs for gas fields classified as production assets in 2010.
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NOTE 15: DEFERRED TAX ASSETS AND LIABILITIES 

CONSOLIDATED

2010 2009
€ €

UNRECOGNISED DEFERRED TAX ASSETS:

Deferred tax assets have not been recognised in respect of the following items:

Losses available for offset against future taxable income 3,795,144 3,269,073

Share issue expenses 101,821 144,869

Capitalised borrowing costs 117,389 185,143

Accrued expenses and liabilities 22,230 8,163

Unrecognised deferred tax assets 4,036,584 3,607,248

UNRECOGNISED DEFERRED TAX LIABILITIES:

Deferred tax liabilities have not been recognised in respect of the following items:

Interest receivable - (2,754)

Unrecognised deferred tax liabilities - (2,754)

Net deferred tax asset not recognised 4,036,584 3,604,494

Deferred tax benefit will only be obtained if:
(i) The relevant company derives future assessable income of a nature and of an amount sufficient to enable the benefit from the deductions for the losses to be
realised;
(ii) The relevant company continues to comply with the conditions for deductibility imposed by tax legislation; and
(iii) No changes in tax legislation adversely affect the relevant company in realising the benefit from the deductions for the losses. 

Balance Balance Balance  
1 January Profit 31 December Profit 31 December

2009 and loss Equity 2009 or loss Equity 2010

CONSOLIDATED:

Losses available 
for offset against 
future taxable income 2,566,860 642,845 59,368 3,269,073 481,376 44,696 3,795,145

Share issue expenses 54,351 - 90,518 144,869 - (43,048) 101,821

Capitalised 
borrowing costs 148,169 36,974 - 185,143 (67,754) - 117,389

Accrued expenses 
and liabilities 7,433 730 - 8,163 14,067 - 22,230

Income receivable (2,748) (6) - (2,754) 2,754 - -

Total unrecognised 
deferred tax asset 2,774,065 680,543 149,886 3,604,494 430,442 1,648 4,036,585

Movement 
in temporary
differences during
the year
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NOTE 16: TRADE AND OTHER PAYABLES

NOTE 17: PROVISIONS

NOTES TO THE FINANCIAL STATEMENTS

CONSOLIDATED

2010 2009
€ €

Trade payables and accruals 2,136,289 3,079,103

Other payables 69,849 11,498

2,206,138 3,090,601

The Group’s exposure to currency and liquidity risks related to trade and other payables are disclosed in note 22.

CONSOLIDATED

2010 2009
€ €

CURRENT:
Provision for legal claim - 125,000

Employee leave entitlements 75,994 59,285

75,994 184,285

NON CURRENT:
Restoration provision 2,846,186 2,361,575

RECONCILIATION OF RESTORATION PROVISION:
Opening balance 2,361,575 1,239,301

Increase in provision due to revised estimates 273,782 872,959

Increase in provision from unwind of discount rate 210,829 249,315

Closing balance 2,846,186 2,361,575

Provision has been made based on the net present value of the estimated cost of restoring the environmental disturbances
that has occurred up to the balance sheet date and abandonment of the well site and production fields.
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NOTE 18: INTEREST BEARING LOANS

This note provides information about the contractual terms of  the Company’s and Group’s interest-bearing loans and
borrowings, which are measured at amortised cost. For more information about the Company’s and Group’s exposure to
interest rate, foreign currency and liquidity risk, see note 22.

The amount presented is disclosed net of  borrowing costs of  €480,653 (2009: €642,085).

Bank of  Scotland have provided a €25,000,000 finance facility which provided an initial borrowing base of  €5,000,000 to
the Group to finance the construction program of  the Castello and Sillaro fields and a senior facility of  €20,000,000. 

The senior facility became available on 19 June 2009 when the Company received its formal production concessions and
final development approval for the Castello and Sillaro fields. This senior debt replaced the initial tranche of  €5,000,000
and matures on 15 November 2013. 

The current borrowing limit for the six months to 30 June 2011 is set to €9,110,000 and incorporates the semi annual
borrowing base review during December 2010. Interest is currently payable at Euribor plus 180 basis points. 

In 2010, the Company repaid €4,279,269 of  the senior facility.

The facility is secured over the assets of  Northsun Italia SpA and Po Valley Operations Pty Ltd.

CONSOLIDATED

2010 2009
€ €

NON-CURRENT LIABILITIES:

Bank of Scotland finance facility 5,519,347 9,637,183

The Group’s exposure to currency, interest rate and liquidity risks related to loans are disclosed in note 22.

TERMS AND DEBT REPAYMENT SCHEDULE:

Terms and conditions of outstanding loans were as follows:

31 December 2010 31 December 2009

Currency Nominal Year Face Carrying Face Carrying
Interest of value amount value amount

rate maturity $ $ $ $

CURRENT LIABILITIES:

Secured bank loan Euro Euribor + 1.8% 2013 5,519,347 5,519,347 9,637,183 9,637,183
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NOTE 19: CAPITAL AND RESERVES

All ordinary shares are fully paid and carry one vote per share and the right to dividends. In the event of  winding up the
Company, ordinary shareholders rank after creditors. Ordinary shares have no par value.

The Company issued 368,980 shares to employees pursuant to the employees share purchase plan. These shares were
issued at a price as detailed in the table below:

Translation Reserve
The translation reserve comprises all foreign currency differences arising from the translation of  the financial statements
of  foreign operations.

Options Reserve
The option reserve is used to record the value of  equity benefits provided to employees and directors as part of  their
remuneration. Refer to note 20 for further details of  these plans.

Dividends 
No dividends were paid or declared during the current year (2009: NIL).

NOTES TO THE FINANCIAL STATEMENTS

ORDINARY SHARES

2010 2009
number number

SHARE CAPITAL:

Opening balance - 1 January 110,179,926 94,768,096

Shares issued during the year:

Share issue at € 0.24 ($0.33) each on 19 September 2010 212,642

Share issue at € 0.16 ($0.21) each on 31 December 2010 156,338

Share issue at € 0.69 ($1.20) each on 26 February 2009 - 7,004,167

Share issue at € 0.69 ($1.20) each on 3 March 2009 - 495,833

Share issue at € 0.91 ($1.60) each on 6 May 2009 - 294,729

Share issue at € 0.69 ($1.20) each on 16 September 2009 - 833,333

Share issue at € 0.93 ($1.55) each on 6 October 2009 - 5,500,000

Share issue at € 0.97 ($1.55) each on 18 November 2009 - 1,283,768

Closing balance – 31 December 110,548,906 110,179,926

Date issued No of shares Issue price

19 September 2010 212,642 € 0.24  (A$0.33)

31 December 2010 156,338 € 0.16  (A$0.21)
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NOTE 20: SHARE BASED PAYMENTS

Employee Incentive Option Scheme
The issue of  Employee Incentive Option Scheme (“EIOS”) was approved by the Board of  the Company on 15 October 2004.
The opportunity for a number of  employees to acquire options over ordinary shares in the Company was offered to
employees and consultants. 
Each option is convertible to one ordinary share. The exercise price of  the options, determined in accordance with the rules
of  the plan, must not be less than the market price on the date the options are granted. The terms and conditions with
respect to expiry, exercise and vesting provisions are at the discretion of  the Board of  the Company. The vesting provisions
issued during 2009 and 2008 have included share price hurdles and continued employment with the Group. 
There are no voting or dividend rights attached to the options. Voting and dividend rights will only be attached once an
option is exercised into ordinary shares.
The total number of  shares which are the subject of  options issued under the EIOS immediately following an issue of
options under the EIOS must not exceed 5% of  the then issued share capital of  the Company on a diluted basis.
The number and weighted average exercise prices of  share options is as follows:

The options outstanding at 31 December 2010 have an exercise of  A$1.75 (€1.00) and a weighted average contractual life
of  3 years.

The fair value of  services received in return for share options granted is based on the fair value of  share options granted,
measured using a Black-Scholes model, with the following inputs:

2010 2009

Number Weighted average Number Weighted average 
of options exercise price of options exercise price

Balance at beginning of year 3,175,000 €1.00 3,150,000 €1.00

Granted - - 150,000 €1.00

Exercised - - - -

Lapsed (75,000) €1.11 (125,000) €1.07

Balance at end of year          3,100,000 €1.00 3,175,000 €1.00

Exercisable at end of year 3,100,000 2,175,000

2010 2009

OPTIONS GRANTED DURING THE REPORTING 
PERIOD PURSUANT TO EIOS:
No options were granted in the reporting period.
Number granted - 150,000

Grant date - 30 April 2009

Vesting period - 2.08 years

Expiry date - 31 May 2011

Exercise price - €1.00 (A$1.75)

Fair value of share options and assumptions 2010 2009

Fair value at grant date - €0.18

Share price at grant date - €0.91 (A$1.60)

Exercise price - €1.00 (A$1.75)

Expected volatility - 40%

Option life - 2.08 years

Risk-free interest rate - 5.45%
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NOTE 20: SHARE BASED PAYMENTS continued

Options held at the end of  the reporting period pursuant to EIOS.

NOTE 21: FINANCIAL REPORTING BY SEGMENTS

The Group reportable segments as described below are the Group’s strategic business units. The strategic business units
are classified according to field licence areas which are managed separately. All strategic business units are in Italy. For
each strategic business unit, the CEO reviews internal management reports on a monthly basis. Exploration, Development
and Production gas and oil are the operating segments identified for the Group. The individual exploration, development
and production operations have been aggregated.

NOTES TO THE FINANCIAL STATEMENTS

Number of options Grant date Vesting date Expiry date Exercise price 

33% 1 June 2008

3,000,000 31 May 2008 33% 1 June 2009 31 May 2011 €1.00 (A$1.75)

34% 1 June 2010

100,000 30 April 2009 1 June 2009 31 May 2011 €1.00 (A$1.75)   

In euro Exploration Development & Production Total

2010 2009 2010 2009 2010 2009
€ € € € € €

External revenues - - 7,157,331 - 7,157,331 -

Segment (loss) / 

profit before tax
(273,814) (5,108,595) 1,087,438 - 1,533,624 (5,108,595)

Depreciation 

and amortisation
- - (2,821,595) - (2,821,595) -

Impairment 

on resource 

property costs (273,814) (5,108,595) (801,354) - (1,075,168) (5,108,595)

REPORTABLE 

SEGMENT ASSETS:

Resource property costs 5,923,127 6,139,221 20,071,921 22,772,357 25,995,048 28,911,578

Plant & Equipment - - 6,951,614 5,793,330 6,951,614 5,793,330

Receivables - - 376,638 - 376,638 -

Inventory - - 897,134 810,749 897,134 810,749

Capital expenditure 323,077 4,617,876 463,577 9,624,733 786,654 14,242,609

Movement in 

rehabilitation assets
(265,357) - 539,139 - 273,782 -

Reportable 

segment liabilities
(1,466,206) (1,755,316) (2,908,420) (3,878,186) (4,374,626) (5,633,502)
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Other Segment Information
All of  the Group’s revenue is currently attributed to gas sales in Italy with two customers.

NOTE 22: FINANCIAL INSTRUMENTS

(A) INTEREST RATE RISK EXPOSURES
Profile
At the reporting date the interest rate profile of  the Group’s interest-bearing financial instruments was:

Fair value sensitivity analysis for fixed rate instruments
The Group does not account for any fixed rate financial assets and liabilities at fair value through profit and loss. Therefore
a change in interest rates at the reporting date would not affect the profit or loss or equity.

Cash flow sensitivity analysis for variable rate instruments
A strengthing of  100 basis points in interest rates at the reporting date would have increased / (decreased) equity and profit
and loss by the amounts shown below. This analysis assumes that all other variables, in particular foreign currency rates,
remain constant. The analysis is performed on the same basis for 2009.

A decrease of  100 basis points would have an equal and opposite effect on profit or loss.

NOTE 21:FINANCIAL REPORTING BY SEGMENTS continued

Reconciliation of reportable segment profit 2010 2009
or loss, assets and liabilities € €

PROFIT OR LOSS:
Total profit / (loss) for reportable segments 1,533,624 (5,108,595)

UNALLOCATED AMOUNTS:
Net finance income / (expense) (519,474) 773,746

Other corporate expenses (3,271,047) (2,867,956)

Consolidated loss before income tax (2,256,897) (7,202,805)

ASSETS:
Total assets for reportable segments 34,220,434 35,515,657

Other assets 4,619,439 10,985,478

Consolidated total assets 38,839,873 46,501,135

LIABILITIES:
Total liabilities for reportable segments (4,374,626) (5,633,502)

Other liabilities (6,273,039) (10,481,146)

Consolidated total liabilities (10,647,665) (16,114,648)

CONSOLIDATED

2010 2009
€ €

VARIABLE RATE INSTRUMENTS:
Financial assets 969,352 6,622,329

Financial liabilities (5,519,347) (9,637,183)

(4,549,995) (3,014,854)

Effect in €’s Profit or loss Equity

2010 2009 2010 2009

31 December 
Variable rate instruments (50,306) 66,623 (50,306) (35,569)
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(B) CREDIT RISK 
Exposure to credit risk
The Group is not exposed to significant credit risk. Credit risk with respect to cash is held with recognised financial
intermediaries with acceptable credit ratings. 

The Company has limited its credit risk with current gas customers by requiring each customer to either (i) make a
prepayment on gas sales; or (ii) issue a bank guarantee on the Company’s behalf  in the event of  no payment or late
payments.

The Group has a concentration of  credit risk exposure to the Italian Government for VAT receivable (see note 12.)

The carrying amount of  the Group’s financial assets represents the maximum credit exposure and is shown in the table
below.

No receivables are considered past due nor were any impairment losses recognised during the period.

(C) LIQUIDITY RISK
The following are the contractual maturities of  financial liabilities, including estimated interest payments:

D) NET FAIR VALUES OF FINANCIAL ASSETS AND LIABILITIES
The carrying amounts of  financial assets and liabilities (excluding borrowing costs) as disclosed in the balance sheet equate
to their estimated net fair value.

NOTE 22: FINANCIAL INSTRUMENT continued

NOTES TO THE FINANCIAL STATEMENTS

CONSOLIDATED
Carrying Amount

Note 2010 2009
€ €

Cash and cash equivalents 10 969,352 6,622,329

Receivables – Current 12 2,443,955 2,348,206

Receivables – Non-current 12 1,478,819 1,953,326

Other assets 39,661 23,062

4,931,787 10,946,923

Consolidated 
31 December 2010 Carrying Contractual 6 moths 6 to 12 1-2 2-5
in € amount cash flows or less months years years

Trade and other payables (2,206,138) (2,206,138) (2,206,138) - - -

Secured bank loan (5,519,347) (6,462,033) (78,090) (78,090) (156,180) (6,305,853)

(7,725,485) (8,668,171) (2,284,228) (78,090) (156,180) (6,305,853)

Consolidated 
31 December 2009 Carrying Contractual 6 moths 6 to 12 1-2 2-5
in € amount cash flows or less months years years

Trade and other payables (3,090,601) (3,090,601) (3,090,601) - - -

Secured bank loan (9,637,183) (11,677,516) (178,500) (178,500) (713,998) (10,606,518)

(12,627,784) (14,768,117) (3,269,101) (178,500) (713,998) (10,606,518)
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(E) FOREIGN CURRENCY RISK
The Group is exposed to foreign currency risk on purchases and borrowings that are denominated in a currency other than
Euro. The currency giving rise to this risk is primarily Australian Dollars.

The following significant exchange rates applied during the year:

Sensitivity Analysis
A 10 percent strengthening of  the Australian dollar against the Euro (€) at 31 December would have increased (decreased)
equity and profit and loss by the amounts shown below. This analysis assumes that all other variables, in particular interest
rates, remain constant. The analysis is performed on the same basis for 2009.

A 10 percent weakening of  the Australian dollar against the Euro (€) at 31 December would have the equal but opposite
effect on the above currencies to the amounts shown above, on the basis that all other variables remain constant.

NOTE 23: COMMITMENTS AND CONTINGENCIES

CONTRACTUAL COMMITMENTS

There are no material commitments or contingent liabilities not provided for in the financial statements of  the Company
or the Group as at 31 December 2010. 

NOTE 22: FINANCIAL INSTRUMENT continued

CONSOLIDATED

2010 2009
€ €

Cash 73,852 4,647,220

Current – Payables (45,591) (104,713)

Net Exposure 28,261 4,542,507

AMOUNTS RECEIVABLE/(PAYABLE) IN FOREIGN
CURRENCY OTHER THAN FUNCTIONAL CURRENCY:

Average rate Reporting date spot rate

2010 2009 2010 2009

Australian Dollar ($) 0.6939 0.5631 0.7669 0.6231

CONSOLIDATED

Profit or loss Equity
€ €

31 December 2010
Australian Dollar to Euro (€) 2,826 2,826

31 December 2009
Australian Dollar to Euro (€) 454,251 454,251
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NOTE 24: RELATED PARTIES

KEY MANAGEMENT PERSONNEL COMPENSATION

The key management personnel compensation included in employee benefit expense (see note 4) is as follows:

Individual Directors and Executives compensation disclosures
Information regarding individual Directors and Executives’ compensation and some equity instruments disclosures as
permitted by Corporations Regulation 2M.3.03 is provided in the remuneration report section of  the Directors’ report. Lisa
Jones, Company Secretary, is not a key management personnel (“KMP”) but is a specified executive, and her remuneration
is included in the tables in the remuneration report.

Apart from details disclosed in this note, no Director has entered into a material contract with the Group or the Company
since the year end of  the previous financial year end and there were no material contracts involving Directors’ interests
existing at year-end.

NOTES TO THE FINANCIAL STATEMENTS

CONSOLIDATED

2010 2009
€ €

Short-term employee benefits 676,578 597,200

Other long term benefits - -

Post-employment benefits - -

Share-based payments 112,332 434,171

788,910 1,031,371
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Options over equity instruments
The movement during the reporting period in the number of  options over ordinary shares in the Company held directly
or indirectly by each key management person, including their personally-related parties, is as follows:

NOTE 24: RELATED PARTIES continued

Held at Held at

31 Dec 2009 Granted Exercised Forfeited 31 Dec 2010 (i)

DIRECTORS:

G Bradley 600,000 - - - 600,000

M Masterman 1,000,000 - - - 1,000,000

D McEvoy 600,000 - - - 600,000

B Pirola 600,000 - - - 600,000

G Short - - - - -

2,800,000 - - - 2,800,000

EXECUTIVES:

G Catalano - - - - -

D Colkin 
(resigned 31 July 2010)

200,000 - - - 200,000

200,000 - - - 200,000

Held at Held at

31 Dec 2008 Granted Exercised Forfeited 31 Dec 2009 (i)

DIRECTORS:

G Bradley 600,000 - - - 600,000

M Masterman 1,000,000 - - - 1,000,000

D McEvoy 600,000 - - - 600,000

B Pirola 600,000 - - - 600,000

2,800,000 - - - 2,800,000

EXECUTIVES:

D Colkin 200,000 - - - 200,000

D Del Borrello 
(resigned 21 October 2009)

150,000 150,000 - (125,000) 175,000

350,000 150,000 - (125,000) 375,000

(i) Or the date of ceasing to be a KMP
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The details of  the number of  options held by key management personnel at 31 December 2010 are as follows:

Equity holdings and transactions
The movement during the reporting period in the number of  ordinary shares of  the Company, held directly and indirectly
by each specified director and specified executive, including their personally-related entities is as follows:

NOTE 24: RELATED PARTIES continued

NOTES TO THE FINANCIAL STATEMENTS

$1.75 Exercise price, 
expiring 31 May 2011 Total - 2010 Total - 2009

DIRECTORS:
G Bradley 600,000 600,000 600,000

M Masterman 1,000,000 1,000,000 1,000,000

D McEvoy 600,000 600,000 600,000

B Pirola 600,000 600,000 600,000

G Short - - -

EXECUTIVES:
G Catalano - - -

D Colkin (resigned 31 July 2010) 200,000 200,000 200,000

3,000,000 3,000,000 3,000,000

Held at Share based Options Held at 31
31 Dec 2009 Purchased payments exercised Sold Dec 2010 (iii)

DIRECTORS:
G Bradley 1,123,880 1,123,880

M Masterman (i) 23,972,569 3,750,000 - - (1,500,000) 26,222,569

D McEvoy 314,270 - - - - 314,270

B Pirola (i) 7,112,782 - - - - 7,112,782

G Short - - - - - -

32,523,501 3,750,000 - - (1,500,000) 34,773,501

EXECUTIVES:
G. Catalano - - 268,255 - - 268,255

D Colkin (resigned 31 July 2010) 40,935 - - - - 40,935

40,935 - 268,255 - - 309,190

Held at Share based Options Held at 31
31 Dec 2008 Purchased payments exercised Sold Dec 2009 (iii)

DIRECTORS:
G Bradley 1,133,981 - - - (10,101) 1,123,880

M Masterman (i) 23,447,064 898,905 59,600 - (433,000) 23,972,569

D McEvoy 304,593 9,677 - - - 314,270

B Pirola (ii) 7,112,782 - - - - 7,112,782

31,998,420 908,582 59,600 - (443,101) 32,523,501

EXECUTIVES:
D Colkin - 3,684 37,251 - - 40,935

D Del Borrello (ii)
(resigned 21 October 2009) 114,796 6,189 62,581 - (118,769) 64,797

114,796 9,873 99,832 - (118,769) 105,732

(i) Does not include shares held by related parties which amount to 1,040,000 shares
(ii) Included above are shares held by related parties
(iii) Or the date ceasing to be a KMP

Chairman’s Letter to Shareholders   Chief Executive Officer’s Report   Production, Development, Exploration   Corporate Governance Statement   Directors’ Report   Lead Auditor’s Independence Declaration   Statement of Financial Position 

PO VALLEY ENERGY • ANNUAL REPORT 201060



Statement of Comprehensive Income   Statement of Changes in Equity   Statements of Cash Flow   Notes to the Financial Statements Directors Declaration   Independent Auditor’s Report   Shareholder Information   Reserves & Resources Statement

Other related party disclosures
The Company has a replated party relationship with its controlled entities.

Transactions between the Company and its controlled entities consisted of:
a) Loans advanced by the Company to its controlled entities. These loans are interest free, unsecured and repayable at

call. As at 31 December 2010, loans to controlled entities amounted to €37,012,016 (2009: €37,881,346)
b) Technical services provided to controlled entities by consultants and contractors. Technical service recharges to controlled

entities is included in other income of  the Company. During the year the Company recharged to its controlled entites
€150,255 for technical services.

c) Expenses incurred by the Company are on-charged to controlled entities at cost.

NOTE 25: PARENT ENTITY DISCLOSURES

2010 2009Financial Position
€ €

ASSETS:
Current assets 743,905 6,437,740

Non-current assets 48,203,947 48,021,776

Total assets 48,947,852 54,459,516

LIABILITIES:

Current liabilities 246,858 442,923

Non-current liabilities 5,519,347 9,637,183

Total liabilities 5,766,205 10,080,106

Net Assets 43,181,647 44,379,410

EQUITY:

Issued capital 44,659,630 44,599,315

Reserves 888,727 819,721

Accumulated losses (2,366,710) (1,039,626)

Total equity 43,181,647 44,379,410

FINANCIAL PERFORMANCE:

Loss for the year (1,327,084) (4,134,941)

Other comprehensive income - -

Total comprehensive income (1,327,084) (4,134,941)

CONTINGENT LIABILITIES OF THE PARENT ENTITY:

For details on contingent liabilities, refer note 23.

COMMITMENTS OF THE PARENT ENTITY:

For details on commitments, see note 23.

NOTE 24: RELATED PARTIES continued
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NOTE 26: GROUP ENTITIES

The parent and ultimate controlling party of  the Group is Po Valley Energy Limited. The investments held in controlled
entities are included in the financial statements of  the parent at cost at 31 December 2010 and 2009 and are as follows:

NOTE 27: SUBSEQUENT EVENT

There were no events between the end of  the financial year and the date of  this report that, in the opinion of  the Directors,
affect significantly the operations of  the Group, the results of  those operations, or the state of  affairs of  the Group.

NOTES TO THE FINANCIAL STATEMENTS

Country of Class of 2010 2009

Name: incorporation shares investment € investment € Holding %

Northsun Italia S.p.A (“NSI”) Italy Ordinary 9,570,433 9,535,924 100

Po Valley Operations 

Pty Limited (“PVO”) Australia Ordinary 597,870 594,259 100

PVE USA Inc. United States 
of America Ordinary 806 806 100

10,169,109 10,130,989
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DIRECTORS’ DECLARATION

1. In the opinion of  the Directors of  Po Valley Energy Ltd (“the Company”):

i) The financial statements and notes, as set out on pages 28 to 62, and the remuneration disclosures
that are contained in the Remuneration report in the Directors’ report, are in accordance with the
Corporations Act 2001, including:

a. Giving a true and fair view of  the Company and the Group’s financial position as at 31
December 2010 and of  their performance, for the financial year ended on that date; and

b. Complying with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Cooperations Regulations 2001;

ii) There are reasonable grounds to believe that the Company will be able to pay its debts as and
when they become due and payable.

2. The Directors have been given the declarations required by 295A of  the Corporations Act 2001 by the
chief  executive officer and chief  financial officer for the financial year ended 31 December 2010 pursuant
to Section.

Dated at Sydney this 14th day of  March 2011.

Signed in accordance with a resolution of  the Directors:

Graham Bradley
Chairman

Byron Pirola
Non Executive Director
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Additional information required by the Australian Stock Exchange Limited Listing Rules and not disclosed elsewhere in
this report is set out below.  The information was prepared based on share registry information processed up to 28 February,
2011.

SHAREHOLDINGS

SUBSTANTIAL SHAREHOLDERS

DISTRIBUTION OF SHARE AND OPTION HOLDINGS

VOTING RIGHTS OF SHARES AND OPTIONS
Refer to Note 19 and Note 20.

ON-MARKET BUY-BACK
There is no current on-market buy-back.
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Number of ordinary Percentage 
Name shares held of capital held %

Michael Masterman 26,222,569 23.72%

Hunter Hall Investment Management Pty Ltd 15,884,751 14.37%

Beronia Investments Pty Ltd1 7,112,782 6.43%

Joan Masterman 4,788,444 4.33%

1 Interests associated with Non Executive Director, Byron Pirola

Ordinary Shares Options

Size of Holdings Number Number Number Number 
of holders of shares of holders of options

1 - 1,000 189 59,081 0 0

1,001 - 5,000 300 914,459 0 0

5,001 - 10,000 188 1,475,130 0 0

10,001 - 100,000 483 16,529,367 1 100,000

100,001 - over 116 91,570,869 5 3,000,000

1,276 110,548,906 6 3,100,000

Number of ordinary shareholders 
with less than a marketable parcel 260 166,062

SHAREHOLDER INFORMATION 2010/2011



TWENTY LARGEST SHAREHOLDERS

OPTION HOLDERS – UNQUOTED

The total number of  option holders is 6.
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Number of ordinary Percentage 
Name shares held of capital held %

1 Michael Masterman 21,163,632 19.14%

2 Cogent Nominees Pty Limited 15,939,344 14.42%

3 Joan Masterman 4,788,444 4.33%

4 Symmall Pty Ltd 3,358,937 3.04%

5 HSBC Custody Nominees 3,251,820 2.94%

6 Mr Gary Douglas Roser+Mrs Tania Louise Roser 1,838,674 1.66%

7 Michael George Masterman 1,700,000 1.54%

8 Dr Byron Pirola 1,700,000 1.54%

9 Beronia FS Pty Ltd<Beronia family superfund 1A/C> 1,680,000 1.52%

10 Beronia FS Pty Ltd<Beronia family superfund 2A/C> 1,600,240 1.45%

11 Mr Ming Lov+Mrs Chiu Lov 1,500,000 1.36%

12 Citicorp Nominees Pty Limited 1,278,230 1.16%

13 Tucabia Investments Pty Ltd 1,271,035 1.15%

14 Beronia Investments Pty Ltd 1,171,721 1.06%

15 Beronia Investments Pty Ltd <Duke Account> 1,076,202 0.97%

16 William Taylor Nominees Pty Ltd 1,050,000 0.95%

17 Mr Terry Bailey+Mrs Deanne Bailey 1,000,000 0.90%

18 Mcindoe Superannuation Fund Pty Ltd 978,592 0.89%

19 Mr Chris Carr+Mrs Betsy Carr 700,000 0.63%

20 Fuiloro Pty Ltd 679,677 0.61%

67,726,548 61.26%

Number of ordinary Percentage 
Name options held of options held %

1 Michael Masterman 1,000,000 32.26%

2 Graham Bradley 600,000 19.35%

3 David McEvoy 600,000 19.35%

4 Byron Pirola 600,000 19.35%

5 Douglas Colkin (Resigned 31 July 2010) 200,000 6.45%

6 Dom Del Borrello (Resigned 21 October 2009) 100,000 3.23%

3,100,000 100.00%
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PVE INTEREST RESERVES (bcf)
RESOURCES (bcf)

LICENCE PROJECT CONTINGENT PROSPECTIVE (UNRISKED)

1P 2P 3P 1C 2C 3C LOW BEST HIGH 

C. Castello Vitalba(2) 100% 0.1 3.6

Sillaro Sillaro(2) 100% 7.5 8.2

San Vincenzo Sant’Alberto(1) (5) 100% 3.9 8.9 18.5 

C. San Pietro Bezzecca(1) 100% 0.7 3.1 5.8 

Crocetta Fantuzza(2) 100% 1.5 5.4 8.0 

Cadelbosco/ Canolo + Zini(4) (5) 100% 1.2 4.2 6.9
Grattasasso

Correggio Pliocene 100% 

Ravizza 100%

Bagnolo in Piano 100% 

AR168PY Carola, Irma 100% 

Azzurra 100% 

Ginevra 100% 

Adele 100% 

La Prospera Gradizza(3) 100% 4.5 9.0 16.0

Pioppette 100%

Capitello 100%

Podere Gallina Cembalina(*) 100% 3.6 9.8 19.7

Fondo Perino 100% 

La Risorta Ariano(3) 100% 10.6 16.6 24.7 

Corcrevà(3) 100% 7.0 8.8 11.3 

D. delle Anime(3) 100% 13.8 18.3 24.4 

Opera Barona 100%

Donnino 100%

GR27NS Sicily offshore 100%

These figures are based upon independent evaluations in accordance with 2007 SPE/WPC/AAPG/SPEE Petroleum Resource Management System.
(1) RPS; (2) DREAM; (3) Internal evaluation (Information in this figures relates to Hydrocarbon Reserves and or Resources based on information compiled by Mr Giovanni
Catalano, CEO of Po Valley Energy who has consented to the inclusion of that information in the form and context in which it appears. Mr Catalano has over 32 years
experience in Exploration and Development in the Oil and Gas Industry. He is member of SEAPEX and AAPG and holds a Masters Degree in Geology from the University of
Ferrara); (4) The 1C value is from RPS, the 2C and 3C values are from DREAM; (5) The RPS values quoted are the arithmetic sum of the values from two separate reservoirs.
(*) Under re-evaluation

RESERVES are those quantities of hydrocarbon anticipated to be commercially recoverable by application of development
projects to known accumulations from a given date forward under defined conditions.
Proved Reserves are those quantities of hydrocarbon, which, by analysis of geoscience and engineering data, can be estimated
with reasonable certainty to be commercially recoverable, from a given date forward, from known reservoirs and under defined
economic conditions, operating methods, and government regulations (1P).
Probable Reserves are those additional Reserves which analysis of geoscience and engineering data indicate are less likely to be
recovered than Proved Reserves but more certain to be recovered than Possible Reserves. It is equally likely that actual remaining
quantities recovered will be greater than or less than the sum of the estimated Proved plus Probable Reserves (2P).
Possible Reserves are those additional reserves which analysis of geoscience and engineering data suggest are less likely to be
recoverable than Probable Reserves. The total quantities ultimately recovered from the project have a low probability to exceed
the sum of Proved plus Probable plus Possible (3P) Reserves, which is equivalent to the high estimate scenario.
CONTINGENT RESOURCES are those quantities of hydrocarbon estimated, as of a given date, to be potentially recoverable from
known accumulations, but the applied project(s) are not yet considered mature enough for commercial development due to one
or more contingencies.
PROSPECTIVE RESOURCES are those quantities of hydrocarbon estimated, as of a given date, to be potentially recoverable from
undiscovered accumulations by application of future development projects.
For Contingent Resources, the general cumulative terms low/best/high estimates are denoted as 1C/2C/3C respectively. For
Prospective Resources, the general cumulative terms low/best/high estimates still apply. No specific terms are defined for
incremental quantities within Contingent and Prospective Resources.

RESERVES & RESOURCES STATEMENT

UNDER REVIEW

UNDER REVIEW

UNDER REVIEW

UNDER REVIEW
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