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STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
31 December 2017

2017 2016
Note NOK NOK

Revenue
Dividend income 14 1,189,417 4,278,937
Interest income 14 2,108,668 5,069,870

3,298,085 9,348,807
Fair value gain on financial assets at fair value through profit or loss 5 8,288,047 28,860,303
Administration expenses (2,387,126) (2,575,040)

Operating profit 6 9,199,006  35,634,070

Finance income 8 417,919 55,842
Finance costs 8 (768,071) (3,358,580)
Loss on disposal of subsidiary 10 (1,250,118) -
Reversal of impairment of investments in associates 11 7,041,665 68,407,443
Share of results of associates 11 (44,462,184) (55,122,647)

(Loss)/profit before tax  (29,821,783)  45,616,128

Tax 9 (910) (657,785)

Net (loss)/profit for the year  (29.822.693)  44,958,343

Other comprehensive income

Share of losses from associates 11 (7,469,770) (19,212,198)
Currency translation difference of associates 11 (12,728,025) (6,296,388)

Other comprehensive income for the year  (20,197,795)  (25,508,586)

Total comprehensive income for the year  (50,020,488)  19,449,757
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Share
capital

Share
premium

Translation
reserve

Retained
earnings Total

Note NOK NOK NOK NOK NOK

Balance at 1 January 2016 35,416,815 40,112,581 52,864,514 57,548,306 185,942,216

Comprehensive income
Net profit for the year - - - 44,958,343 44,958,343
Other comprehensive income for
the year - -  (6,296,388)  (19,212,198)  (25,508,586)

Transactions with owners
Issue of share capital 16 24,716,213 9,886,485 - - 34,602,698

Balance at 31 December
2016/ 1 January 2017  60,133,028  49,999,066  46,568,126  83,294,451  239,994,671

Comprehensive income
Net loss for the year - - - (29,822,693) (29,822,693)
Other comprehensive income for
the year - -  (12,728,025)  (7,469,770)  (20,197,795)

Balance at 31 December 2017  60,133,028  49,999,066  33,840,101  46,001,988  189,974,183

Share premium is not available for distribution.

Companies which do not distribute 70% of their profits after tax, as defined by the relevant tax law, within two years
after the end of the relevant tax year, will be deemed to have distributed as dividends 70% of these profits. Special
contribution for defence at 17% will be payable on such deemed dividends to the extent that the ultimate
shareholders are both Cyprus tax resident and Cyprus domiciled. The amount of deemed distribution is reduced by
any actual dividends paid out of the profits of the relevant year at any time. This special contribution for defence is
payable by the Company for the account of the shareholders.
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STATEMENT OF CASH FLOWS
31 December 2017

2017 2016
Note NOK NOK

CASH FLOWS FROM OPERATING ACTIVITIES
(Loss)/profit before tax (29,821,783) 45,616,128
Adjustments for:
Share of loss from associates 11 44,462,184 55,122,647
Loss from the sale of investment in subsidiary 10 1,250,118 -
Fair value gains on financial assets at fair value through profit or loss 5 (8,288,047) (28,860,303)
Reversal of impairment - investments in associates 11 (7,041,665) (68,407,443)
Dividend income 14 (1,189,417) (4,278,937)
Interest income 8,14 (2,114,629) (5,125,712)
Interest expense 8 730,278 1,465,991
Foreign exchange loss (773,958) (1,758,202)

 (2,786,919)  (6,225,831)
Changes in working capital:
(Increase)/decrease in receivables (8,164) 18
Increase in trade and other payables 425,838 611,096

Cash used in operations  (2,369,245)  (5,614,717)
Interest received 14 3,487,077 2,943,945
Dividends received 1,135,965 4,138,524
Tax paid (114,144) (716,697)

Net cash generated from operating activities 2,139,653 751,055

CASH FLOWS FROM INVESTING ACTIVITIES
Payment for purchase of associates (16,958,921) (35,306,546)
Payments made for loans from related parties (8,264,940) -
Settlement of loans to related parties - 13,609,500
Payment for purchase of financial assets at fair value through profit or loss (66,382,251) (115,868,368)
Proceeds from sale of financial assets at fair value through profit or loss 80,771,625 101,637,658
Payment of purchase of available for sale investment (1,000,000) -
Proceeds from disposal of subsidiary 8,318 -
Interest received 5,961 55,842
Interest paid (1,042,669) (1,248,823)

Net cash used in investing activities  (12,862,877)  (37,120,737)

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of share capital - 18,367,898

Net cash generated from financing activities -  18,367,898

Net decrease in cash and cash equivalents  (10,723,224)  (18,001,784)
Cash and cash equivalents at beginning of the year 24,576,825 42,578,609

Cash and cash equivalents at end of the year 15  13,853,601  24,576,825
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1. Incorporation and principal activities

Country of incorporation

Independent Oil & Resources Plc (the ''Company'') was initially incorporated in Norway on 14 October 1991, and on
14 February 2013, was redomiciled in Cyprus as a limited liability company under the Cyprus Companies Law, Cap.
113.  The redomiciliation was done as a continuity both in accounting terms and tax terms. Its registered office is at
Christodoulou Chatzipavlou 205, LOULLOUPIS COURT, 4th Floor, Office 401, 3036, Limassol, Cyprus.

Independent Oil & Resources Plc is listed on the OTC list on the Oslo Stock Exchange under the ticker code IOTA.
Following the relocation to Cyprus the Company changed its ISIN no. from NO 001 0248065 to CY 010 4270919.

Principal activities

The principal activities of the Company, which are unchanged from last year, are the holding and trading of
investments.

2. Significant accounting policies

The principal accounting policies adopted in the preparation of these financial statements are set out below. These
policies have been consistently applied to all years presented in these financial statements unless otherwise stated.

Basis of preparation

The financial statements have been prepared on a going concern basis in accordance with the International Financial
Reporting Standards (IFRSs) as adopted by the European Union (EU) and the requirements of the Cyprus Companies
Law, Cap.113. The financial statements have been prepared under the historical cost convention as modified by the
revaluation of financial assets at fair value through profit or loss at fair value.

Adoption of new and revised IFRSs

During the current year the Company adopted all the new and revised International Financial Reporting Standards
(IFRS) that are relevant to its operations and are effective for accounting periods beginning on 1 January 2017. This
adoption did not have a material effect on the accounting policies of the Company.

Standards issued but not yet effective

Up to the date of approval of the financial statements, certain new Standards, Interpretations and Amendments to
existing standards have been published that are not yet effective for the current reporting period and which the
Company has not early adopted, as follows:

(i) Issued by the IASB and adopted by the European Union
· IFRS 9 Financial Instruments   (effective for annual periods beginning on or after 1 January 2018)
· IFRS 15 Revenue from contracts with customers including amendments to IFRS 15: Effective date of IFRS

15 - (effective for annual periods beginning on or after 1 January 2018)
· IFRS 16 Leases - (effective for annual periods beginning on or after 1 January 2019)
· Clarifications to IFRS 15 Revenue from Contracts with Customers (effective for annual periods beginning on

or after 1 January 2018)
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· Amendments to IFRS 4: Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts (effective
for annual periods beginning on or after 1 January 2018)

(ii) Issued by the IASB but not yet adopted by the European Union
· IFRS 14 Regulatory Deferral Accounts - (the European Commission has decided not to launch the

endorsement process of this interim standard and to wait for the final standard)
· Amendments to IFRS 10 and IAS 28: Sale or Contribution of Assets between an Investor and its Associate

or Joint Venture - (the effective date is postponed indefinitely pending the outcome of IASB’s research
project on the equity method of accounting)

· Amendments to IFRS 2: Classification and Measurement of Share based Payment Transactions (effective for
annual periods beginning on or after 1 January 2018)

· Annual Improvements to IFRS Standards 2014-2016 Cycle (effective for annual periods beginning on or
after 1 January 2018)

· IFRIC 22 Foreign Currency Transactions and Advance Consideration (effective for annual periods beginning
on or after 1 January 2018)

· Amendments to IAS 40: Transfers of Investment Property (effective for annual periods beginning on or after
1 January 2018)

· IFRIC 23 Uncertainty over Income Tax Treatments (effective for annual periods beginning on or after 1
January 2019)

· Amendments to IFRS 9: Prepayment Features with Negative Compensation (effective for annual periods
beginning on or after 1 January 2019)

· Amendments to IAS 28: Long-term Interests in Associates and Joint Ventures (effective for annual periods
beginning on or after 1 January 2019)

· Annual Improvements to IFRS Standards 2015-2017 Cycle (effective for annual periods beginning on or
after 1 January 2019)

· IFRS 17 Insurance Contracts (effective for annual periods beginning on or after 1 January 2021)

The Board of Directors expects that the adoption of these standards or interpretations in future periods will not have
a material effect on the financial statements of the Company.

Investment in subsidiary company

Investment in subsidiary company is stated at cost less provision for impairment in value, which is recognised as an
expense in the period in which the impairment is identified.

Investments in associate companies

The Company’s investment in associated entities, in which the Company has significant influence, is accounted for
using the equity method. Under the equity method, the investment in the associate is initially recognized at cost.
The carrying amount of the investment is adjusted to recognise changes in the Company’s share of net assets of the
associate since the acquisition date. Goodwill relating to the associate is included in the carrying amount of the
investment and is neither amortised nor individually tested for impairment.

The income statement reflects the Company’s share of the results of operations of the associate. When there has
been a change recognized directly in the equity of the associate, the Company recognises its share of any changes,
when applicable, in the statement of changes in equity. Unrealised gains and losses resulting from transactions
between the Company and the associate are eliminated to the extent of the interest in the associate. The Company’s
share of profit or loss of an associate is shown on the face of the income statement and represents profit or loss
after tax and non-controlling interests in the subsidiaries of the associate.

The financial statements of the associate are prepared for the same reporting period as the Company. When
necessary, adjustments are made to bring the accounting policies in line with those of the Company.
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After application of the equity method, the Company determines whether it is necessary to recognise an impairment
loss on its investment in associates. At each reporting date, the Company determines whether there is objective
evidence that the investment in the associates is impaired. If there is such evidence, the Company calculates the
amount of impairment as the difference between the recoverable amount of the associate and its carrying value,
then recognises the loss as ‘Impairment charge of investments in associates’ in the income statement.

Upon loss of significant influence over the associate, the Company measures and recognizes any retained investment
at its fair value. Any difference between the carrying amount of the associate upon loss of significant influence and
the fair value of the retained investment and proceeds from disposal is recognised in profit or loss.

Revenue recognition

Revenues earned by the Company are recognised on the following bases:

· Interest income

Interest income is recognised as it accures, using the effective interest method.

· Dividend income

Dividend income is recognised when the right to receive payment is established.

Finance costs

Interest expense and other borrowing costs are charged to profit or loss as incurred.

Foreign currency translation

(1) Functional and presentation currency
Items included in the Company's financial statements are measured using the currency of the primary
economic environment in which the entity operates ('the functional currency'). The financial statements are
presented in Norwegian Krone (NOK), which is the Company's functional and presentation currency.

(2) Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing
at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in profit or loss. Translation differences on non-monetary
items such as equities held at fair value through profit or loss are reported as part of the fair value gain or
loss. Translation differences on available-for-sale financial assets are recognised in other comprehensive
income and then included in the translation reserve in equity. Currency translation differences on net
investment in foreign operations are recorded as part of the other comprehensive income and as a separate
item in equity.

Tax

Current tax liabilities and assets are measured at the amount expected to be paid to or recovered from the taxation
authorities, using the tax rates and laws that have been enacted, or substantively enacted, by the reporting date.
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Financial instruments

Financial assets and financial liabilities are recognised in the Company's statement of financial position when the
Company becomes a party to the contractual provisions of the instrument.

Other receivables

Other receivables are measured at initial recognition at fair value and are subsequently measured at amortised cost
using the effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised
in profit or loss when there is objective evidence that the asset is impaired. The allowance recognised is measured
as the difference between the asset's carrying amount and the present value of estimated future cash flows
discounted at the effective interest rate computed at initial recognition.

Loans receivable

Loans originated  by  the  Company  by  providing  money  directly  to  the  borrower  are  categorised  as  loans  and  are
carried at amortised cost. This is defined as the fair value of cash consideration given to originate those loans as is
determined by reference to market prices at origination date. All loans are recognised when cash is advanced to the
borrower.

An allowance for loan impairment is established if there is objective evidence that the Company will not be able to
collect  all  amounts  due  according  to  the  original  contractual  terms  of  loans.  The  amount  of  the  provision  is  the
difference between the carrying amount and the recoverable amount, being the present value of expected cash
flows including amounts recoverable from guarantees and collateral, discounted at the original effective interest rate
of loans.

Investments

The Company classifies its investments in equity and debt instruments in the following categories: financial assets at
fair value through profit or loss,held-to-maturity investments and available for-sale financial assets. The classification
depends on the purpose for which the investments were acquired. Management determines the classification of
investments at initial recognition.

· Financial assets at fair value through profit or loss

This category has two sub-categories: financial assets held at fair value through profit or loss and those
designated at fair value through profit or loss at inception. A financial asset is classified in the held at fair
value  through  profit  or  loss  if  acquired  principally  for  the  purpose  of  generating  a  profit  from short-term
fluctuations in price. Assets in this  category are classified as current assets if  they are either held at  fair
value through profit or loss or are expected to be realised within twelve months from the reporting date.

· Available-for-sale financial assets

Investments intended to be held for an indefinite period of time, which may be sold in response to need for
liquidity or changes in interest rates, are classified as available-for-sale; these are included in non-current
assets unless Management has the express intention of holding the investment for less than 12 months
from the reporting date or unless they will need to be sold to raise operating capital, in which case they are
included in current assets.

Regular way purchases and sales of financial assets are recognised on trade-date which is the date on which the
Company commits to purchase or sell the asset. Investments are initially recognised at fair value plus transaction
costs for all financial assets not carried at fair value through profit or loss. Investments are derecognised when the
rights to receive cash flows from the financial assets have expired or have been transferred and the Company has
transferred substantially all risks and rewards of ownership. Available-for-sale financial assets and financial assets at
fair value through profit or loss are subsequently carried at fair value. Loans and receivables are carried at amortised
cost using the effective interest method.
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Realised and unrealised gains or losses arising from changes in the fair value of the ''financial assets at fair value
through profit or loss'' category are presented in profit or loss in the period in which they arise. Unrealised gains and
losses arising from changes in the fair value of available-for-sale  financial  assets  are  recognised  in  other
comprehensive income and then in equity. When available-for-sale financial assets are sold or impaired, the
accumulated fair value adjustments are included in profit or loss.

The fair values of quoted investments are based on current bid prices. If the market for a financial asset is not active
(and for unlisted securities), the Company establishes fair value by using valuation techniques. These include the
use of recent arm's length transactions, reference to other instruments that are substantially the same and
discounted cash flow analysis, making maximum use of market inputs and relying as little as possible on entity
specific inputs. Equity investments for which fair values cannot be measured reliably are recognised at cost less
impairment.

The Company assesses at each reporting date whether there is objective evidence that a financial asset or a group
of financial assets is impaired. In the case of equity securities classified as available for sale, a significant or
prolonged decline in the fair value of the security below its cost is considered as an indicator that the securities are
impaired. If any such evidence exists for available-for-sale financial assets the cumulative loss which is measured as
the difference between the acquisition cost and the current fair value, less any impairment loss on that financial
asset previously recognised in profit or loss, is removed from equity and recognised in profit or loss.

For financial assets measured at amortised cost, if in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an event occurring after the impairment was recognised,
the previously recognised impairment loss is reversed through profit or loss to the extent that the carrying amount
of the investment at the date the impairment is reversed does not exceed what the amortised cost would have been
had the impairment not been recognised.

In respect of available for sale equity securities, impairment losses previously recognised in profit or loss are not
reversed through profit or loss. Any increase in fair value subsequent to an impairment loss is recognised in other
comprehensive income and accumulated under  the  heading  of  investments  revaluation  reserve.  In  respect  of
available for sale debt securities, impairment losses are subsequently reversed through profit or loss if an increase in
the fair value of the investment can be objectively related to an event occurring after the recognition of the
impairment loss.

Cash and cash equivalents

For the purposes of the statement of cash flows, cash and cash equivalents include cash on hand, deposits held at
call with banks and bank overdrafts. In the statement of financial position, bank overdrafts are included in
bowworings in current liabilities.

Borrowings

Borrowings are recorded initially at the proceeds received, net of transaction costs incurred. Borrowings are
subsequently stated at amortised cost. Any difference between the proceeds (net of transaction costs) and the
redemption value is recognised in profit or loss over the period of the borrowings using the effective interest
method.

Other payables

Other payables are initially measured at fair value and are subsequently measured at amortised cost, using the
effective interest rate method.
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Derecognition of financial assets and liabilities

Financial assets

A financial  asset (or,  where applicable a part  of  a financial  asset or  part  of  a group of  similar  financial  assets)  is
derecognised when:

· the rights to receive cash flows from the asset have expired;
· the Company retains the right to receive cash flows from the asset, but has assumed an obligation to pay

them in full without material delay to a third party under a 'pass through' arrangement; or
· the Company has transferred its rights to receive cash flows from the asset and either (a) has transferred

substantially all the risks and rewards of the asset, or (b) has neither transferred nor retained substantially
all the risks and rewards of the asset, but has transferred control of the asset.

Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

When an existing financial liability is replaced by another from the same lender on substantially different terms, or
the terms of an existing liability are substantially modified, such an exchange or modification is treated as a
derecognition of the original liability and the recognition of a new liability, and the difference in the respective
carrying amounts is recognised in profit or loss.

Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment.
Assets that are subject to depreciation or amortisation are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the
amount by which the asset's carrying amount exceeds its recoverable amount. The recoverable amount is the higher
of an asset's fair value less costs to sell and value in use. For the purposes of assessing impairment, assets are
grouped at the lowest levels for which there are separately identifiable cash flows (cash generating units).

Impairment of financial assets

The Company assesses, at each reporting date, whether there is objective evidence that a financial asset or a group
of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if there is
objective evidence of impairment as a result of one or more events that has occurred since the initial recognition of
the asset (an incurred 'loss event') and that loss event has an impact on the estimated future cash flows of the
financial asset or the group of financial assets that can be reliably estimated. Evidence of impairment may include
indications  that  the  debtors  or  a  group  of  debtors  is  experiencing  significant  financial  difficulty,  default  or
delinquency in interest or principal payments, the profitability that they will enter bankruptcy or other financial
reorganisation and observable data indicating that there is a measurable decrease in the estimated future cash
flows, such as changes in arears or economic conditions that correlate with defaults.

Offsetting financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the statement of financial position
if, and only if, there is a currently enforceable legal right to offset the recognised amounts and there is an intention
to settle on a net basis, or to realise the asset and settle the liability simultaneously. This is not generally the case
with master netting agreements, and the related assets and liabilities are presented gross in the statement of
financial position.

Share capital

Ordinary shares are classified as equity. The difference between the fair value of the consideration received by the
Company and the nominal value of the share capital being issued is taken to the share premium account.
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3. Financial risk management objectives and policies

Financial risk factors
The Company is exposed to market price risk, interest rate risk, credit risk, liquidity risk, currency risk and capital risk
management arising from the financial instruments it holds. The risk management policies employed by the
Company to manage these risks are discussed below:

3.1 Market risk
Market  risk  is  the  risk  that  the  fair  value  or  future  cash  flows  of  a  financial  instrument  will  fluctuate  because  of
changes in market prices and that such changes will  affect  the Company's income or the value of  its  holdings of
financial instruments. As at the year end, the Company hold investments as shown in Note 14, which are affected by
market price changes. The Company manages the market risk by holding a diversified portfolio of equity and bond
investments mainly listed on the Oslo Stock exchange.

3.2 Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates.

The Company's income and operating cash inflows are substantially independent of changes in market interest rates
as the Company has no significant interest-bearing assets and liabilities carrying variable interest.

3.3 Credit risk
Credit  risk  is  the  risk  that  a  counterparty  will  not  meet  its  obligations  under  a  financial  instrument or customer
contract, leading to a financial loss. The Company is exposed to credit risk from its operating activities - primarily
other receivables and from its financing activities, including deposits with banks, foreign exchange transactions and
other financial instruments.

Credit risk related to financial instruments and cash deposits: Cash balances are held with recognised financial
institutions and the Company has policies to limit the amount of credit exposure to any financial institution.

3.4 Liquidity risk
Liquidity risk is the risk that the Company will encounter difficulty in meeting its obligations associated with financial
liabilities. The Company has established procedures with the objective of maintaining a balance between continuity
of funding and flexibility through the use of various investment products.

The table below summarises the maturity profile of the Company's financial liabilities at the reporting date based on
contractual undiscounted payments:

31 December 2017 Total contractual cash
flows Within 1 year 1-5 years

More than
5 years

NOK NOK NOK NOK
Trade and other payables 352,383 352,383 - -
Payable to associated companies 1,000,000 1,000,000 - -
Loan due to related party 9,884,234 431,282 9,452,952 -

11,236,617 1,783,665  9,452,952 -

31 December 2016 Total contractual
cash flows Within 1 year 1-5 years

More than
5 years

NOK NOK NOK NOK
Other creditors 134,438 134,438 - -
Loan due to related party 21,783,590 904,691 20,878,899 -

21,918,028 1,039,129 20,878,899 -
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3.5 Foreign currency risk
Foreign currency risk is the risk that the fair value or cash flows of financial instruments will fluctuate because of
changes in foreign exchange rates. Currency risk arises when future commercial transactions and recognised assets
and liabilities are denominated in a currency that is not the Company's functional currency.

The Company is exposed to exchange rate fluctuations connected to the value of NOK relatively to USD due to the
fact  that the Company has mainly income and operating expenses in USD while parts of  the financing and some
assets are denominated in NOK. The Company's management monitors the exchange rate fluctuations on a
continuous basis and acts accordingly.

The Company's exposure to foreign currency risk was as follows:

Liabilities Assets
2017 2016 2017 2016
NOK NOK NOK NOK

United States Dollars 8,519,159      17,870,448 1,665,430 1,935,437

        8,519,159      17,870,448         1,665,430 1,935,437

Sensitivity analysis
The following table demonstrates the sensitivity to a reasonably possible change in the United States Dollars
exchange rate, with all other variables held constant to the Company's net monetary assets and liabilities:

Change in
United States

Dollars rate Liabilities Assets
US$ US$

2017
Changes in monetary assets and liabilities 10% 774,469 (150,494)

(10)% (946,573) 183,937

(172,104) 33,443
2016
Changes in monetary assets and liabilities 10% 1,624,586 (175,949)

(10)% (1,985,605) 215,049

(361,019) 39,100

3.6 Capital risk management
Capital includes equity shares and share premium.

The Company manages its capital structure and makes adjustments ot it in light of changes in economic conditions,
in order to ensure that it will be able to cotninue as a going concern while maximizing the return to shareholders
though the optimisation of the debt and equity balance. To maintain or adjust the capital structure, the Company
may adjust the dividend payment to shareholders, return capital to sahreholders or issue new shares.

The Company's overall objectives, policies and processes remain unchanged from last year.
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Fair value estimation

Set  out  below  is  a  comparison,  by  class,  of  the  carrying  amounts  and  fair  values  of  the  Company’s  financial
instruments, other than those with carrying amounts that are reasonable approximations of fair values.

Carrying amounts Fair values
2017 2016 2017 2016
NOK NOK NOK NOK

Financial liabilities
Loans from related parties (8,519,159) (17,870,448) (8,122,954) (17,423,693)

 (8,519,159)  (17,870,448)  (8,122,954)  (17,423,693)

All fair value disclosures above are categorised within Level 2 fair value hierarchy (see below).

Fair value measurements recognised in statement of financial position

The different levels of fair value hierarchy have been defined as follows:
· Level 1 - quoted prices (unadjusted) in active markets for identical assets or liabilities.
· Level 2 - inputs other than quoted prices included within Level 1 that are observable for the asset or

liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).
· Level 3 - inputs for the asset or liability that are not based on observable market data (unobservable

inputs).

Recurring fair value measurements recognised in the statement of financial position
31 December 2017 Level 1 Level 2 Level 3 Total

NOK NOK NOK NOK
Financial assets
Financial assets (bonds and shares) 65,039,833 18,120,222 - 83,160,055

Total  65,039,833  18,120,222 -  83,160,055

There was a transfer from Level 1 to Level 2 in regards to Petrolia SE’s bond because the bond deregistered from the
Nordic ABM listing, as the bond became not listed.

31 December 2016 Level 1 Level 2 Level 3 Total
NOK NOK NOK NOK

Financial assets
Financial assets (bonds and shares) 138,586,427 - - 138,586,427

Total  138,586,427 - -  138,586,427



INDEPENDENT OIL & RESOURCES PLC

NOTES TO THE FINANCIAL STATEMENTS
31 December 2017

19

4. Critical accounting estimates and judgments

The preparation of the Company's requires management to make judgments, estimates and assumptions that affect
the reported amounts of revenues, expenses, assets and liabilities, and the disclosure of contigent liabilities, at the
reporting date. However, uncertainty about these assumptions and estimates could result in outcomes that could
require a material adjustment to the carrying amount of the asset or liability affected in the future.

Judgments

In the process of applying the Company's accounting policies, management has made the following judgements,
apart  from  those  involving  estimations,  which  had  the  most  significant  effect  on  the  amoutns  recognised  in  the
financial statements:

· Impairment of investments in associate companies

The Company periodically evaluates the recoverability of investments in associates whenever indicators of
impairment are present. Indicators of impairment include such items as declines in revenues, earnings or
cash flows or material adverse changes in the economic or political stability of a particular country, which
may indicate that the carrying amount of an asset is not recoverable. If facts and circumstances indicate
that investment in associates may be impaired, the estimated recoverable amount (being the higher of
value in use and fair  value less cost  to sell) associated with these associates would be compared to their
carrying amounts to determine if a write-down to the recoverable amount is necessary.

· Fair value of financial assets

The  fair  value  of  financial  instruments  that  are  not  traded  in  an  active  market  is  determined  by  using
valuation techniques. The Company uses its judgment to select a variety of methods and make assumptions
that are mainly based on market conditions existing at each reporting date.

5. Fair value gain on financial assets at fair value through profit or loss
2017 2016
NOK NOK

Change in fair value on bonds (Note 14) 4,726,671 26,522,437
Change in fair value on shares (Note 14) 3,561,376 2,337,866

8,288,047  28,860,303

6. Operating profit
2017 2016
NOK NOK

Operating profit is stated after charging the following items:
Directors' fees (Note 18.1) 287,144 232,512
Staff costs (Note 7) 208,993 207,133
Auditors' remuneration - current year 122,084 113,559
Auditors' remuneration - prior years - 5,602
Other non-audit services 130,729 154,691
Consultancy fees  (Note 18.2) 1,350,000 1,335,750



INDEPENDENT OIL & RESOURCES PLC

NOTES TO THE FINANCIAL STATEMENTS
31 December 2017

20

7. Staff costs

2017 2016
NOK NOK

Wages and salaries 187,433 185,267
Social insurance costs and other funds 21,560 21,310
Special contribution - 556

208,993 207,133

The average number of employees during the year was 1 (2016:1).

8. Net finance costs

2017 2016
NOK NOK

Bank interest income 5,961 9,595
Interest income from amounts due from related parties - 46,247
Exchange profit 411,958 -

Finance income 417,919 55,842

Exchange loss - (1,865,240)
Interest expense from amounts due to related parties (730,278) (1,465,991)
Sundry finance expenses (37,793) (27,349)

Finance costs (768,071)  (3,358,580)

Net finance costs (350,152)  (3,302,738)



INDEPENDENT OIL & RESOURCES PLC

NOTES TO THE FINANCIAL STATEMENTS
31 December 2017

21

9. Tax

 Statement of profit or loss and other comprehensive income 2017 2016
NOK NOK

Corporation tax - current year 910 539,496
Corporation tax - prior years - 118,289

Charge for the year 910           657,785

Statement of Financial Position 2017 2016
NOK NOK

Corporation tax refundable - current year 113,235 -

The tax on the Company's results before tax differs from theoretical amount that would arise using the applicable tax
rates as follows:

2017 2016
NOK NOK

(Loss)/profit before tax (29,821,783) 45,616,128

Tax calculated at the applicable tax rates  (3,727,723) 5,702,016
Tax effect of expenses not deductible for tax purposes 5,900,132 7,530,815
Tax effect of allowances and income not subject to tax (2,171,499) (12,693,335)
Prior year tax - 118,289

Tax charge 910 657,785

The corporation tax rate is 12,5%.

Under certain conditions interest income may be subject to defence contribution at the rate of 30%. In such cases
this interest will be exempt from corporation tax. In certain cases, dividends received from abroad may be subject to
defence contribution at the rate of 17%.

10. Investments in subsidiaries

2017 2016
NOK NOK

Balance at 1 January 1,258,436 1,258,436
Disposal proceeds (8,318) -
Loss on disposal (1,250,118) -

Balance at 31 December - 1,258,436

The details of the subsidiaries are as follows:

Name Country of
incorporation

Principal activities 2017
Holding

%

2016
Holding

%
2017
NOK

2016
NOK

Petroresources
Ltd

Cyprus Holding of licences
for oil exploration

- 100
- 1,258,436

- 1,258,436

On 14 December 2017, the Company disposed to Noco Oil & Resources Ltd (associate company) its total holding in
Petroresources Ltd for the amount of NOK8,318 (USD1,000) realising a loss on disposal of NOK 1,250,118.
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11. Investments in associate companies

2017 2016
At equity less impairment NOK NOK
Balance at 1 January 93,877,480 70,794,724
Additions 64,905,556 35,306,546
Reversal of impairment 7,041,665 68,407,443
Exchange differences (12,728,025) (6,296,388)
Other comprehensive loss (7,469,770) (19,212,198)
Share of results of associates (44,462,184) (55,122,647)

Balance at 31 December  101,164,722  93,877,480

The details of the investments are as follows:

Name Country of
incorporation

Principal activities 2017
Holding

%

2016
Holding

%
2017
NOK

2016
NOK

Epsis AS Norway Computer
Software for
Collaboration

23.3 23.3 760,512 1,816,934

Petrolia SE (i) Cyprus Oil & Gas activities 45.97 49.13 61,778,572 55,399,985
Petrolia Noco AS (ii) Norway Oil & Gas activities 24.44 24.44 10,174,273 13,467,858
Noco Oil &
  Resources Ltd (iii)

Cyprus Oil & Gas activities 39.25 33.63 28,451,365 23,192,703

 101,164,722  93,877,480

(i) The carrying amount has been impaired to the market value of shares.

The market value of Petrolia SE's shares as at 31 December 2017 was NOK2.50 per share (2016: NOK 4.14).

In January 2017, 75% of Petrolia SE's bonds were converted into shares. Price per share was USD0.50 from which
the nominal value was USD0.10. Bonds with a nominal value of USD5,664,895 (NOK47,946,635) owned  by  the
Company were converted into Petrolia SE shares. Prior to the conversion, the Company owned 13,381,639 shares
(49.13%), whereas after the conversion the number of shares has increased to 24,711,429 (45.97%).

(ii) In August 2016, the Company purchased 109,000 shares in Petrolia Noco AS, for an amount of NOK 12,208,000.

(iii)  In  March  2016,  the  Company  purchased  19,404  shares  in  Noco  Oil  &  Rerources  Ltd for the amount of
USD1,940,400 (NOK 16,937,751). In August 2016, the Company purchased 7,502 additional shares for the amount
of  USD 750,200 (NOK 6,160,795).  In February 2017, 20,194 additional  shares were purchased for the amount of
USD2,019,400 (NOK16,958,921).

Noco Oil & Resources Ltd has not prepared audited consolidated financial statements because one of its subsidiaries
registered in the United Kingdom is not required by local legislation to prepare and has not prepared audited
consolidated financial statements.
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Significant aggregate amounts in respect of associated undertakings:

2017

Holding Total assets
NOK

Total liabilities
NOK

Total net assets
NOK

Share of net
assets

NOK
Petrolia SE 45.97% 507.961,408 220,604,639 287,356,769 132,097,907

Epsis AS 23.30% 13,107,000 9,843,000 3,264,000 760,512

Petrolia NOCO AS 24.44% 71,082,868 29,453,273 41,629,595 10,174,273

Noco Oil & Resources Ltd 39.25% 72,531,605 44,050 72,487,555 28,451,365

TOTAL 171,484,057

Less: accumulated impairment (70,319,335)

Net amount 101,164,722

Holding Income

NOK

Expense

NOK

Results for
the year

NOK

Share of
results

NOK

Share of other
comprehensive

income
NOK

Petrolia SE 45.97% 356,994,585 419,812,557 (62,817,972) (28,877,422) (7,654,073)

Epsis AS 23.30% 18,081,000 23,406,000 (5,325,000) (1,240,725) 184,303

Petrolia NOCO AS 24.44% 2,282,895 15,752,298 (13,469,403) (3,291,922) -

Noco Oil & Resources Ltd 39.25% 2,288,145 (30,446,399) (28,158,254) (11,052,115) -

TOTAL (44,462,184) (7,469,770)

2016

Holding Total Assets
NOK

Total liabilities
NOK

Total net assets
NOK

Share of net assets
NOK

Petrolia SE 49.13% 597,145,291 326,925,240 270,220,050 132,759,111

Epsis AS 23.30% 18,072,000 10,274,000 7,798,000 1,816,934

Petrolia NOCO AS 24.44% 93,929,372 38,823,570 55,105,802 13,467,858

Noco Oil & Resources Ltd 33.63% 69,042,875 78,548 68,964,326 23,192,703

TOTAL 171,236,606

Less: accumulated impairment (77,359,126)

Net amount 93,877,480

Holding Income

NOK

Expense

NOK

Results for
the year

NOK

Share of results

NOK

Share of other
comprehensive

income
NOK

Petrolia SE 49.13% 342,147,285 447,158,216 (105,010,931) (51,591,870) (19,212,198)

Epsis AS 23.30% 25,753,000 25,329,000 424,000 98,792 -

Petrolia NOCO AS 24.44% 34,053,993 48,893,760 (14,839,767) (3,626,839) -

Noco Oil & Resources Ltd 33.63% 121,249 129,366 (8,117) (2,730) -

TOTAL (55,122,647) (19,212,198)
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12. Available-for-sale financial assets

2017 2016
At cost NOK NOK
Balance at 1 January - -
Additions 1,000,000 -

Balance at 31 December 1,000,000 -

On 9 November 2017, the Company acquired from the associate company Noco Oil & Resources Limited, 1,160,000
shares in Grundigen AB, a company incorporated in Sweden, for a total consideration of NOK1,000,000.

13. Receivables

2017 2016
NOK NOK

Receivables from related companies (Note 18.3) 294,035 285,871
Dividends receivable 301,451 247,999

595,486           533,870

The fair values of receivables due within one year approximate to their carrying amounts as presented above.

14. Financial assets at fair value through profit or loss

2017 2016
NOK NOK

At fair value
Investments in bonds (i) 28,122,572 75,397,611
Investments in shares (ii) 55,037,483 63,188,816

Balance at 31 December 83,160,055 138,586,427

(i) Investment in bonds 2017 2016
NOK NOK

Balance at 1 January 75,397,611 43,454,037
Additions 2,466,294 3,295,212
Disposal proceeds (5,142,960) -
Conversion of bonds into shares (Note 11) (47,946,635) -
Interest income 2,108,668 5,069,870
Interest received (3,487,077) (2,943,945)
Change in fair value 4,726,671 26,522,437

Balance at 31 December  28,122,572  75,397,611

The Company owns bonds issued by the associate company Petrolia SE. At 31 December 2017, the Company held
1,888,298 (2016: 7,553,193) bonds of nominal value NOK17,704,490 (2016:NOK65,108,120) and accrued interest of
NOK 415,975 (2016: NOK 1,701,737).  The interest  income for the year amounted to NOK 1,076,772 (2016: NOK
4,097,311).

During the year, the Company acquired other bonds at a cost of NOK 2,466,294 increasing the other bonds as at 31
December 2017 to NOK 9,878,268. The interest income for the year of the other bonds amounted to NOK 1,031,896
(2016: NOK 972,559) and accrued interest to NOK124,475 (2016:NOK127,797).

The fair value of the Petrolia bonds was estimated by management, whereas the fair value of the other bonds were
estimated by reference to the values as published by the Oslo Stock Exchange.
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14. Financial assets at fair value through profit or loss (continued)

The total acquisition cost before fair value adjustments is NOK 26,563,535 (2016: NOK 75,534,807).

(ii) Investment in shares 2017 2016
NOK NOK

Balance at 1 January 63,188,816 49,915,452
Additions 63,915,957 112,573,156
Disposal proceeds (75,628,665) (101,637,658)
Change in fair value 3,561,376 2,337,866
Balance at 31 December 55,037,484 63,188,816

The investment is shares relate to marketable securities and are valued at market value at the close of business on
31 December by reference to Oslo Stock Exchange quoted bid prices.

The total acquisition cost before the fair value adjustments is NOK 63,402,457 (2016: NOK85,172,082).

During the year, the Company received dividends from its investments in listed shares totalling to NOK1,189,417
(2016: NOK4,278,937).

15. Cash at bank and in hand

For the purposes of the statement of cash flows, the cash and cash equivalents include the following

2017 2016
NOK NOK

Cash at bank and in hand 13,853,601 24,576,825

 13,853,601  24,576,825

The  exposure  of  the  Company  to  credit  risk  and  impairment  losses  in  relation  to  cash  and  cash  equivalents  is
reported in note 3 of the financial statements.

16. Share capital

2017 2017 2016 2016
Number of

shares NOK
Number of

shares NOK
Authorised
Ordinary shares of NOK2.50 each 28,333,452 70,833,630 28,333,452 70,833,630

NOK NOK
Issued and fully paid
Balance at 1 January 24,053,211 60,133,028 14,166,726 35,416,815
Issue of shares - - 9,886,485 24,716,213

Balance at 31 December  24,053,211  60,133,028  24,053,211  60,133,028

On 31 August 2016, the authorised share capital of the Company was increased by 14,166,726 shares to 28,333,452
shares of nominal value of NOK 2.50 each.

On 6 October 2016, the Company issued 9,886,485 additional shares with nominal value of NOK2.50 at a price of
NOK3.50 each.

TOT Drilling Ltd a subsidiary of Noco Oil & Resources Ltd (associated company) holds 4,637,459 shares constituting
19.28% of the total issued share capital of the Company (Note 18).
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17. Trade and other payables

2017 2016
NOK NOK

Social insurance and other taxes 6,335 3,645
Accruals 35,039 829,836
Other creditors 352,383 134,438
Payables to associates (Note 18.4) 1,000,000 -

1,393,757 967,919

The fair values of trade and other payables due within one year approximate to their carrying amounts as presented
above.

18. Related party transactions

Shareholders No of shares No of shares Shareholding Shareholding
31/12/2017 10/05/2018 31/12/2017 10/05/2018

1 INCREASED OIL RECOVERY AS 11,981,883 11,981,883 49.81% 49.81%
2 TOT DRILLING LTD 4,638,514 4,638,514 19.28% 19.28%
3 TIME CRITICAL PETROLEUM RESOURCES 3,510,757 3,510,757 14.60% 14.60%
4 BERNH LARSEN HOLDING AS 1,363,109 1,363,109 5.67% 5.67%
5 EGD CAPITAL AS 312,210 312,210 1.30% 1.30%
Other shareholders with shareholding under 1% 2,246,738 2,246,738 9.34% 9.34%
Total number of shares 24,053,211 24,053,211 100% 100%

The chairman of the Company, Jan Egil Moe, holds indirectly 0.48% of the shares of the Company, though the
company Janem SA.

In addition to the related party transactions and balances reported in notes 10, 11 and 12, other related parties
transactions and balances are as follows:

18.1 Directors' remuneration (Note 6)

The remuneration of Directors and other members of key management was as follows:

2017 2016
NOK NOK

Directors' remuneration 208,993 207,133
Directors' fees 287,144 232,512

496,137 439,645

18.2 Purchases of services (Note 6)
2017 2016

Nature of transactions NOK NOK
Janem AS (shareholder) Consultacy fees 1,350,000 1,335,750

1,350,000 1,335,750

18.3 Receivables from related parties (Note 13)
2017 2016

Name Nature of transactions NOK NOK
Heavy Minerals Limited Financing 795 836
Petroresources Limited Financing 293,240 285,035

294,035 285,871
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18.4 Payables to related parties (Note 17)
2017 2016

Name Nature of transactions NOK NOK
Noco Oil & Resources Limited Trade 1,000,000 -

1,000,000 -

18.5 Loans due to related parties
2017 2016

Name Nature of transactions NOK NOK
TOT Drilling Ltd Financing 8,519,159 17,870,448

8,519,159  17,870,448

In  October  2015,  the  Company  entered  into  a  loan  agreement  with  TOT  Drilling  Ltd  for  the  amount of
NOK34,007,600 (US$4,000,000).

The loan is repayable in 5 years and bears interest at 5% per annum. Interest is payable in two instalments in June
and December each year.

2017 2016
NOK NOK

Balance at 1 January 17,870,448 35,646,282
Repayment during the year (8,264,940) (16,234,800)
Interest charge for the year 730,278 1,465,991
Interest paid (1,042,669) (1,248,823)
Foreign exchange gain (773,958) (1,758,202)

Balance at 31 December 8,519,159  17,870,448

19. Contingent liabilities

The Company had no contingent liabilities as at 31 December 2017.

20. Commitments

The Company had no capital or other commitments as at 31 December 2017.

21. Events after the reporting period

There were no material events after the reporting period, which have a bearing on the understanding of the financial
statements.

Independent auditor's report on pages 3 to 5


