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INDEPENDENT AUDITOR’'S REPORT

To the Shareholders of Foraco International SA

Report on the Consolidated Financial Statements
Introduction

We have audited the accompanying consolidated financial statements of Foraco International SA and its subsidiaries which
comprise the consolidated balance sheet as at December 31, 2012 and the consolidated income statement, consolidated
statement of comprehensive income, consolidated statement of changes in equity and consolidated statement of cash flow for
the year then ended and a summary of significant accounting policies and other explanatory notes.

Managements Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financia statements in accordance
with International Financial Reporting Standards, and for such interna control as management determines is necessary to
enable the preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsihility is to express an opinion on these consolidated financial statements based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical
reguirements and plan and perform the audit to obtain reasonable assurance about whether the financia statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
consolidated financia statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s interna control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide abasis for our audit opinion.
Opinion
In our opinion, the consolidated financia statements present fairly, in al materia respects, the financial position of Foraco

International SA and its subsidiaries as at December 31, 2012, and of its financia performance and its cash flows for the year
then ended in accordance with International Financia Reporting Standards.

PricewaterhouseCoopers Audit

R cuvolehaue Bopet

Marseille, France
March 4, 2013

PricewaterhouseCoopersis represented by PricewaterhouseCoopers Audit, 63 rue de Villiers—92200 Neuilly-sur-Seine, France.

PricewaterhouseCoopers Audit, SA, Les Docks, Atrium 10.1, 10 place de la Joliette, CS 81525, 13567 Marseille Cedex 02 - Téléphone: +33
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CONSOLIDATED BALANCE SHEET — ASSETS

In thousands of US$

Note
ASSETS
Non-current assets
Property and @QUIPMENT ..ot (6)
(€707l 11V | TSRO (7
Deferred iNCOME taX @SSELS .......cereriririeereririee sttt (16)
Other NON-CUITENE BSSELS......cvrueeiererieeeererie et be e st (8)
Current assets
INVENTOTTES, NEL .....veeieeteeec sttt e bbb 9)
Trade reCaVaAbIES, NEL.........cooiiiee e (20)
Other current reCaIVADIES .........coireeee e (11
Cash and cash EQUIVAIENES.........couriiriireeeeieee e e (12)

B 0= 1= 1SS = TR

Asat December 31,

2012

146,780
133,675
23,111
1,416

304,982

52,288
54,931
16,381
35,897

159,497

464,479

2011

92,500
50,629
7,984
1,006

152,119

40,754
45,490
12,464
24,313

123,021

275,140

2010

78,289
50,667
10,805

1,699

141,460

32,384
40,996
17,195
14,920

105,495
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CONSOLIDATED BALANCE SHEET — EQUITY & LIABILITIES

In thousand of US$

Asat December 31,

Note 2012 2011 2010
EQUITY
Capital and reservesattributable to the Company’s equity holders
Share CaPITA ..o e (13) 1,629 1,468 1,468
Share premium and retaiNed EArNINGS ........cocovvereereererreere e sesesseseseseseens (13) 219,682 159,434 137,342
L@ 101 == Y= ST (13) (7,820)  (3,393) 4131
213491 157,509 142941
NON-CONrOHING INTEIESES ...ttt 8,415 5,033 3,811
TOLAl EQUITY ...vveeeeieicteietete ettt bbbttt bbbt 221906 162,542 146,751
LIABILITIES
Non-current liabilities
BOITOWINGS. ...ttt sttt s b e e bbb et ee e (14) 61,733 17,292 11,359
Consideration payable related t0 aCqUISItIONS........cccocvvreeeierreeceeree e (15) 44,358 - -
Deferred income tax liabilities........ccoovreorrneinree e (16) 8,756 3,976 7,213
Provisions for other ligbilitiesand Charges ..o (A7)/(18) 871 677 1,597
115718 21,945 20,169
Current liabilities
Trade and other Payables....... ..o e (29 53463 51,535 39,024
Current income tax [iabilities.........cououeierriirre e 3,568 5,840 2,374
BOITOWINGS. ...ttt s e bbb bbb et b e ne e (14) 67,301 31,912 30,332
Consideration payable related t0 aCqUISItIONS........cccocvvreeeierreeceeree e (15) - 470 7,941
Derivative financial INStrUMENT ..........o.oioirri e @) 1,609 - -
Provisions for other ligbilitiesand Charges ..o a7) 914 896 364
Total current Habilities........cco i 126,855 90,655 80,035
Total equity and HabilitiES.......cccveeeieeeeeeeiee ettt rereaeees 464479 275140 246,955
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CONSOLIDATED INCOME STATEMENT —BY FUNCTION OF EXPENSE

In thousand of US$

Selling, general and admini Strative EXPENSES.......ccoverveeerereririeiererieiee s
Other operating inComMe/(EXPENSE), NEL........cccovureeerererieeie s

OPEr atiNG Profit....ceeceeecierrieeee e bbb
FINANCEINCOME ...ttt
FINANCE EXPENSE ...ttt et st

Profit DEfOr € INCOMELAX .....coveieeeceicee et s s

INCOME tAX EXPENSE.... ettt ittt sttt b e e et b e eb e e eae s

Profit fOr tNEYEAI ....coeeveeee e

Attributable to:
Equity holders of the COMPaNY .........cccceeevveererersrreners e
NON-CONTOHING INEENESS....cuveveveererir ettt ees

Earnings per share for profit attributabl e to the equity holders of the

Earnings per share for profit attributabl e to the equity holders of the
Company during the year including the non-controlling interests
corresponding to Servitec which the Company is in the process of
acquiring and for which the consideration payable is recorded as a

Year Ended December 31,

2012
367,519
(299,586)
67,933

(36,247)
13,303

44,989
1,201

(5,831)
40,359

(7,742

27,130
5,487

33.15
32.69

35.67
35.18

2011 2010
301,139 164,040
(231,714) (127,932
69.425 36,108
(25983)  (19,508)
(23) 301
43,419 16,901
417 212
(3,806) (1,637)
40,030 15,475
(9.616) (4.144)
30,414 11,331

27,027
3,387

34.51
34.25

34.51
34.25

9,073
2,258

12.85
12.69

12.85
12.69



FORACO INTERNATIONAL
Audited consolidated financial statements as at December 31, 2012

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

In thousand of US$ Year Ended December 31,

2012 2011 2010
Profit for theyear ... 32,617 30,414 11,331
Net investment hedge, net of taxX ......ccoceeenvrecenrneene, (940) (2,348) 1,175
Currency trandation differences..........ccoveeeenvrcencnenene (29) (5,047) (4,454)
Other comprehensiveincome for theyear ................... (964) (7,395) (3,279)
Total comprehensiveincomefor theyear .................... 31,654 23,019 8,052

Attributable to:
Equity holders of the Company .........c.coceeeerrreiencrenienene 28,272 19,720 5,789
NoN-controlling INtEreStS ......c.covvereeeeierereeererreee e 3,382 3,299 2,263
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CONSOLIDATED STATEMENT OF CHANGESIN EQUITY

In thousand of US$

Attributable to Equity Holders

of the Company
Share Share Other Total
Capital Premiumand Reserves
Retained (see Note
Earnings 13)

Balance at January 1, 2010.........cccecvvvererrerrerreenneennnn, 1,190 84,134 1043 92,367
Profit for the Year.......covovvveveevsceee e, — 9,073 — 9,073
Other comprehensive incomefor theyear ................... — — (3,284) (3,284)
Effect of the adoption of IFRS 3(R).......ccccvevevrerinennen, — (416) — (416)
Employee share-based compensation (Note 21) .......... — — 838 838
Acquisition of Adviser Drilling SA (Note 7)......cccc..... 278 46,418 — 46,696
Purchase of treasury shares (Note 13)........ccccceevvereeennen, — (373) — (373)
Dividends declared relating to 2009 ..........ccccceeevereeeenen, — (2,007) —  (2,007)
Vesting of share-based compensation (Note 13) .......... 466 (466) —
Acquisition of non-controlling interests .........coceovevnens — 47 — 47
Acquisition of Eastern Drilling Company LLC
(0= R — — — —
Balance at December 31, 2010 ........ccceververrerrernneennnn, 1,468 137,342 4131 142941
Balanceat January 1, 2011........cccoeevvererverrerseenneennnn, 1,468 137,342 4131 142941
Profit for the Year.......cocevvveveevseee e, — 27,027 — 27,027
Other comprehensive incomefor theyear .................... — — (7,307)  (7,307)
Employee share-based compensation (Note 21) .......... — — 1,083 1,083
Purchase of treasury shares (Note 13).........ccccevvereeeenen, — (3,272) — (3,272
Dividends declared relating to 2010 ..........cccccvevrereennnen, — (2,962) — (2,962
Vesting of share-based compensation (Note 13).......... 1,300 (1,300) —
Balance at December 31, 2011 ......ccoceverververrerrreennen, 1,468 159,434 (3.393) 157,510
Balanceat January 1, 2012.........ccccocveeerrenennes 1,468 159434 3,393) 157,510
Profit for theyear ... — 27,130 — 27,130
Non controlling interests recorded as aliability .. — 2,068 — —
Other comprehensive income for the year ........... — — (927) (927)
Employee share-based compensation (Note 21) . — — 1,566 1,566
Purchase of treasury shares (Note 13).................. — (3,667) —  (3,667)
Conversion of Warrants............cceeeveveeesieeseennnns 91 (91) — —
Acquisition of Servitec and IND through:

Issuance of equity instruments (Note 13) ......... 70 34,684 — 34,74

Use of treasury shares(Note 13) .........ccccceveee. — 3,735 (3,735) —
Dividends declared relating to 2011..................... — (4,943) — (4943
Vesting of share-based compensation (Note 13) 1,331 (1,331) —
Balance at December 31, 2012..........ccceceveennneee 1,629 219,682 (7,820) 213,491

Non- Total
controlling Equity
Intereds
224 92,590
2258 11,331
5 (3,279)
— (416)
— 838
— 46,696
— (373)
(29) (2,036)
(65) (18)
1,419 1,419
3,811 146,751
3,811 146,751
3,387 30414
(88) (7,395)
— 1,083
— (3272
(2,077) (5,039
5033 162,542
5,033 162542
5487 32,617
(2,068) —
@7 (94
— 1,566
— (3,667)
— 3474
— (4,943
8,415 221,906
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CONSOLIDATED STATEMENT OF CASH FLOW

In thousand of US$

Cash flows from operating activities

Profit fOr tREYEAN ... e s

Adjustments for:

Depreciation, amortization and imMpPairmMENt...........cceeererreerrreenesese e sesessesenes
Changesin non-current portion of provisions and other liabilities.........ccccovvvvevrernneee
Losson sale and dispoSal Of GSSELS.......coucuieeriririeie e et
Non-cash share-based COMPENSatioN EXPENSES.........cverererreererereererereseeseesesesseesesessesenes
[ NCOME LAXES EXPENSE ... eeueeeeeeteteste ettt et et et st e e et et e e e b e b et e e e s e neeneeneensensensensennens
Finance inCome and EXPENSES, NEL ........ociriieririeiererieiee et et

Cash generated from oper ations befor e changesin operating assets and

[HADITTIES ...

Changesin operating assets and liahilities:

LY=o =TT
Trade accounts receivable and other receivable ...
Trade accounts payable and other payable............oceoriiinrnce e
Cash generated from OpErationS........cocceeererreerers e seeens
Interest recalVed/(Paid) .......overrirereererr et enens
FgTere] g T=l = = T IH TSRO
Net cash flow from operating aCtiVities........ccuevvvercerrneerss e

Cash flowsfrom investing activities

Purchase of Property and equipment and intangible assets (*) ......cccovveeernnecencneninenes
Acquisition of Servitec, net of cash acqUIred (**) ......ceeererrerierrireereree e
Acquisition of IND, net of cash acqUIred (¥*).....cceverrererernrrererieeeseressesesesee e
Acquisition of Adviser Drilling SA, net of cash acquired (¥*) .....cccovrevenrneicnerenieene
Repayment of Adviser Drilling former shareholder’s1oan..........cccooveiennncccnnincene.
Acquisition of Eastern Drilling Company, net of cash acquired (***) ......cccccceevvvreenne.
Acquisition of Mosdake Drilling Services Pty Ltd, net of cash acquired (**) / (***)...
Acquisition of NON-CONLIOHTING INEEMESES......cccourveeiireririee e
Net cash used in INVEStING ACHIVITIES. ... s

Cash flows from financing activities

AcqUiSItioN Of trEASUNY SNAIES........c.ciieeeer et
Repayments Of BOMTOWINGS. ..o e
Proceeds from issuance of borrowings, net of iSSUANCe COSES......ccovvmrrererererenreererereenenes
Net increase/(decrease) in bank overdrafts and short-term loans.........cccceevveceererereenne,
Dividends paid to Company’s shareholders...........oceerrreennirieeee s
Dividends paid to non-controlling INtErESES. ......ccvvvvveveeerererieererereere s
Net cash provided by / (used in) financing actiVities.........ccoveevrvveceevvseeereseseene
Exchange differencesin cash and cash eqUIVaAIENS...........cceerrriinnncce s
Net increase/(decrease) in cash and cash equIvalents.........cocceevreecnnneccseresieene
Cash and cash equivalents at beginning of the Year .........ccccvevevvvcccevvcccers e
Cash and cash equivalentsat theend of theyear ...
(*) Excluding acquisition financed through finance leases..........ccovveicnnncccnninieene.
(**) Excluding portion of purchased through shares, warrants and treasury shares....
(***) Excluding deferred cash consideration to be paid in future periods.........cue....

Z
S
®

(20)

(21)
(23)
(22)

(6)
()

()
()
(M
()

(13)
(14)
(14)
(14)
(25)

(12)
(12)

Y ear Ended December 31,

2012 2011 2010
32617 30414 11,331
36540 28804 20,018
(13,052) 374 55

73 409 —
1,566 1,083 838
7,743 9,615 3,798
4,631 3,389 1,426
70119 74,088 37,466
(3,609) (9,168)  (2,450)

556  (1,649) (10,106)
(9,271) 7,717 2,767
57795 70,988 27,677
(3,731) (2,989)  (1,386)
(12,091) (231)  (8,929)
41973 67,768 17,363
(39,512) (35,702) (13,735)
(18,223) — —
(31,212) — —

— —  (2,700)

— — 467

—  (7,600) (1,588)

— — (3180

— — (18)
(88,947) (43302) (20,754)
(3667) (3,272 (373)
(18/430) (20,525) (14,520)
67,104 8,634 7,039
20,161 3,910 5,327
(4,943) (2,957)  (2,007)
(2,125) — (32)
58,100 (14,210)  (4,566)

458 (863) (3,028
11,584 9,393 (10,985)
24313 14920 25905
35897 24313 14,920
2,128 15,608 4,402

— — 46,697

— 470 7,941
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NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS

1 GENERAL INFORMATION

Foraco International SA (the Company) and its subsidiaries (together, the Group or Foraco Group) trade mainly
in the mining, geological and hydraulic drilling sectors.

The principle sources of revenue consist of drilling contracts for companies primarily involved in mining and
water exploration. The Company has operations in Europe, Middle East and Africa, North America, South
Americaand Asia Pacific.

The Company is a*“société anonyme” incorporated in France. The address of its registered office is 26, plage de
I’ Estaque, 13016 Marseille, France.

These consolidated financial statements were authorized for issue by the Board of Directors on March 4, 2013.

The Company islisted on the Toronto Stock Exchange (TSX) under the symbol “FAR”.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

2.1 Basis of Preparation

The consolidated financia statements of Foraco Group have been prepared in accordance with International
Financial Reporting Standards (IFRS).

The consolidated financial statements have been prepared under the historical cost convention except for certain
financial assets recognized at fair value through profit and loss.

The preparation of financiad statements in conformity with IFRS requires the use of certain critical accounting
estimates. It also requires management to exercise its judgment in the process of applying the Company’s
accounting policies. The areas involving a higher degree of judgment or complexity, or areas where assumptions
and estimates are significant to the consolidated financia statements are disclosed in Note 4.

Except otherwise stated, all amounts are presented in thousands of US$.

The Company is a drilling service provider and as such IFRS 6, ‘Exploration for and evaluation of minera
resources’ is not applicable to its operations.

Standards, amendments and inter pretations to existing standards that have been adopted by the Company on
January 1, 2012 with no material impact on the consolidated financial statements

o Amendment to IAS 12 —“Income taxes’ — deferred taxes accounting for investment properties
e IFRS7—"Financial instruments: Disclosures’— disclosures on transfers of financial assets
e Improvementsto IFRS 2011
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Standards, amendments and inter pretations to existing standards that are not yet effective and have
not been early adopted by the Company

The following standards and amendments to existing standards have been published and are mandatory for the
Group’s accounting periods beginning on or after January 1, 2013 or later periods, but the Group has not early
adopted them:
e |FRS 10 - Consolidated Financial Statements
IFRS 11 — Joint arrangements
IFRS 12 — Disclosure of interests in other entities
IFRS 13 — Fair value measurement
Amendment to IAS 1 — Presentation of financial statements
Amendment to IAS 19 — Empl oyee benefits
Amendment to IAS 27 — Separate financial statements
Amendment to IAS 28 — Associates and joint ventures
IFRS 7 — Financial instruments — Disclosures
Amendment to IAS 32 — Financia instruments: presentation
IFRIC 20 — Stripping costs in the production phase of a surface mine

The impact resulting from the application of these standards, amendments and interpretationsis
currently being assessed.

2.2 Consolidation
(a) Subsidiaries

Subsidiaries are al entities over which the Company has the power to govern the financia and operating policies
generally accompanying a shareholding of more than one half of the voting rights. The existence and effect of
potentia voting rights that are currently exercisable or convertible are considered when assessing whether the
Company controls ancther entity. The Group also assesses existence of control where it does not have more than
50% of the voting power but is able to govern the financial and operating policies. Subsidiaries are fully
consolidated from the date on which control is transferred to the Company. They are de-consolidated from the date
that control ceases.

The Company applies the acquisition method to account for business acquisitions. The consideration transferred
for the acquisition of a subsidiary is the fair value of the assets transferred, the liabilities incurred to the former
owners of the acquiree and the equity interests issued. The consideration transferred includes the fair value of any
asset or liability resulting from a contingent consideration arrangement.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are
measured initially at their fair values at the acquisition date. The Company recognizes any non-controlling interest
in the acquiree on an acquisition-by-acquisition basis, either at fair value or at the non-controlling interest’s
proportionate share of the recognized amounts of acquiree’ sidentifiable net assets.

Acquisition-related cogts are expensed as incurred.

If the business combination is achieved in stages, the acquisition date fair value of the acquirer’s previousdly held
equity interest in the acquiree is remeasured to fair value at the acquisition date through profit and loss.

Any contingent consideration to be transferred by the Company is recognized at fair value at the acquisition date.
Subseguent changes to the fair value of the contingent consideration that is deemed to be an asset or liability is
recognized in accordance with IAS 39 either in profit or loss or as a change to other comprehensive income.
Contingent consideration that is classified as equity is not remeasured, and its subsequent settlement is accounted
for within equity.

10
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Goodwill isinitially measured as the excess of the aggregate of the consideration transferred and the fair value of
non-controlling interest over the net identifiable assets and acquired liabilities assumed (Note 7).

Inter-company transactions, balances, income and expenses on transactions between group companies are
diminated. Profits and losses resulting from inter-company transactions that are recognized in assets are aso
eliminated. Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the
policies adopted by the Company.

(b) Transactionswith non-controlling inter ests

The effects of al transactions with non-controlling interests have to be recorded in equity if there is no change
in control and these transactions no longer result in goodwill or gains and losses. The standard a so specifies the
accounting when control islost. Any remaining interest in the entity is reemeasured to fair value, and a gain or
lossis recognised in profit or loss.

The accounting treatment for put and call options on non controlling interests is presented in further details in
Note 7.

2.3 Segment Reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decison-maker. The chief operating decision-maker, who is responsible for alocating resources and assessing
performance of the operating segments, has been identified as the management (Chief Executive Officer and vice
Chief Executive Officer).

The Group reports its financial performance based on its business segments. Segment reporting disclosures are
provided in Note 5.

24 Foreign Currency trandation
@ Functional and Presentation Currency

Items included in the consolidated financia statements of each of the Group’s entities are measured using the
currency of the primary economic environment in which the entity operates (“the functional currency”). In
accordance with 1AS 21.38, the Company has elected to report its consolidated financial statements using the US
Dollar asits presentation currency.

(b)  Transactionsand Balances

Foreign currency transactions are trandated into the functional currency using the exchange rates prevailing at the
dates of the transactions' valuation where items are re-measured. The exchange rates prevailing at the dates of the
transactions are approximated by a single rate per currency for each month (unless these rates are not reasonable
approximations of the cumulative effect of the rates prevailing on the transaction dates). Foreign exchange gains
and losses resulting from the settlement of such transactions and from the trandation at year-end exchange rates of
monetary assets and liabilities denominated in foreign currencies are recognized in the income statement except
when deferred in other comprehensive income as qualifying net investment hedges.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivaents are presented in the
income statement within finance income or expense. All other foreign exchange gains and losses are presented in
theincome statement within ‘ other operating income/ (expense), net’.

(© Group Companies

None of the Company's entities has the functional currency of a hyperinflation economy.

11
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The results and financial position of al the Group entities that have a functiona currency different from the
presentation currency are trandated into the presentation currency as follows:

() assets and liabilities for each balance sheet presented are trandated at the closing rate at the date of that
bal ance shest;

(i) income and expenses for each statement of income are trandated at a monthly average exchange rate
(unless this rate is not a reasonable approximation of the cumulative effect of the rates prevailing on the
transaction dates, in which case income and expenses are trandated at the dates of the transactions); and

(i) al resulting exchange differences are recognized in other comprehensive income and as a separate
component of equity within "Other reserves’.

On consolidation, exchange differences arising from the trandation of the net investment in foreign operations,
and of borrowings and other currency instruments designated as hedges of such investments, are taken to
shareholders’ other comprehensive income. When a foreign operation is partially disposed of or sold, exchange
differences that were recorded in other comprehensive income are recognized in the income statement as part of
the gain or losson sale.

Goodwill and fair value adjustments arising on the acquisition of aforeign entity are treated as assets and liabilities
of the foreign entity and are trandated at the closing rate.

25 Property and Equipment

Property and equipment are stated at historical cost less depreciation. Historica cost includes expenditure thet is
directly attributable to the acquisition of theitems.

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Group and the cost of
the item can be measured reliably. Mgor refurbishment work and improvements are capitalized with the carrying
amount of the replaced part derecognized. All other repairs and maintenance are charged to the income statement
during the financial period in which they are incurred. Borrowing costs are capitalized as part of the cost of
property and equipment. There was no significant borrowing cost capitalized over the periods presented.

Depreciation of property and equipment is calculated using the straight-line method to alocate their cost to their
residual values over their estimated useful life (Note 6).

The useful lives are as follows:

2T 01] o 1 g =TSSP 10 years
DTS bbb b bbb 3 to 10 years
Other drilling @QUIPMENT ........oueiiericeerrieee e 1lto5years
AULOMOLIVE EOUIPIMENT.......cveeeeeeeeererietee et se e 3to5years
Office equipment and fUMITUE.........c.ccorruiiieee e 2to5years

The assets residud values and useful lives are reviewed, and adjusted if appropriate, at each reporting period.

When the Company leases assets under the terms of a long-term contract or other agreements that substantially
transfer all of the risks and rewards of ownership to the Company, the vaue of the leased property is capitaized
and depreciated (as described above) and the corresponding obligation is recorded as aliability within borrowings.

An asset’ s carrying amount is written down immediately to its recoverable amount if the asset’ s carrying amount is
greater than its estimated recoverable amount (see Note 2.7).

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are
recognised within ‘ Other operating income/ (expense), net’ in the income statement.
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2.6 Intangible Assets
Goodwill

The excess of the consideration transferred, the amount of any non-controlling interest in the acquiree and the
acquisition-date fair value of any previous equity interest in the acquiree over the fair value of the Group’ s share
of the identifiable net assets acquired, is recorded as goodwill. Goodwill on acquisitions of subsidiaries is
presented on the consolidated balance sheet under the line item " Goodwill™.

Goodwill is tested annually for impairment (or when events or changes in circumstances indicate a potentia
impairment) and carried at cost less accumulated impairment losses. Impairment losses on goodwill are not
reversed. Gains and losses on the disposal of an entity include the carrying amount of goodwill relating to the
entity sold.

Goodwill is alocated to cash-generating units for the purpose of impairment testing. The alocation is made to
those cash-generating units or groups of cash-generating units that are expected to benefit from the business
combination in which the goodwill arose identified according to operating segment (see Note 5).

2.7 Impairment of Non-financial Assets

Assets that have an indefinite useful life, for example goodwill, are not subject to amortization and are tested
annually for impairment. Assets that are subject to amortization are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is
recognized 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 sdll 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). Non-financial assets other than goodwill that suffered an impairment are reviewed for possible
reversal of theimpairment at each reporting date.

2.8 Financial Assets

Loans and receivables are non-derivative financia assets with fixed or determinable payments that are not quoted
in an active market. They are included in current assets, except for maturities greater than 12 months after the end
of the reporting period. These are classified as non-current assets. Loans and receivables originated by the
Company are included in trade and other current receivables in the consolidated balance sheet.

The Group holds certain financial assets presented within cash and cash equivaents that are treated as financial
assets at fair value with changes recognized through net income.

29 Derivative Financial Instrumentsand Hedging Activities

Derivatives are initially recognized at fair value on the date a derivative contract is entered into and are
subsequently re-measured at their fair value.

The Group does not enter into hedging activities.
210 Lease

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified
as operating leases. Payments made under operating leases (net of any incentives received from the lessor) are
charged to the statement of income within operating expenses on a straight-line basis over the period of the lease.

Where the Group has substantially all the risks and rewards of ownership, the lease is classified as finance lease.
Finance leases are capitalized at the lease’'s commencement date at the lower of the fair value of the leased
property and the present value of the minimum lease payments. Each lease payment is alocated between the
liability and finance charges so as to achieve a constant rate on the finance bal ance outstanding. The corresponding
obligations, net of finance charges, are included in borrowings. The interest element of the finance cost is charged
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to the income statement over the lease period so as to produce a constant periodic rate of interest on the remaining
balance of the liability for each period. The property, plant and equipment acquired under finance leases is
depreciated over the shorter of the useful life of the asset and the lease term.

211 Inventories

The Company maintains an inventory of operating supplies and drill consumables such as bits additives
and chunks.

Inventories are stated at the lower of cost and net redlizable value. Cost is determined using the average weighted
unit cost method. It excludes borrowing costs. Net realizable value is the estimated selling price in the ordinary
course of business, less applicable variable selling expenses.

212 Revenue Recognition

Revenue comprises the fair value of the consideration received or receivable for services in the ordinary course
of the Company’s activities. Revenue is shown net of value-added tax, returns, rebates and discounts and after
eliminating sales within the Company.

Drilling work is periodically approved by customers. Accordingly, revenues and receivables are accounted for
when services have been approved. The amount of revenue is not considered to be reliably measurable until all
contingencies relating to services rendered have been resolved. Contracts in progress at the closing date are
accounted for using the percentage of completion method whereby revenues and directly attributable costs are
recognized in each period based on the proportion that contract costs incurred for work performed to date bear to
the estimated total contract costsincluding the cost for mobilizing and demobilizing drilling equipment.

When the globa income from a contract cannot be reliably estimated, no gross profit is recognized during
the period.

Under either of the policies mentioned above, when it is probable that total contract costs will exceed total contract
revenue, the expected loss is recognized as an expense immediately. Thislossis equal to the total estimated loss on
the project minus the loss already accounted for and is first applied against the project's receivables. Any excessis
then credited to provisions.

2.13 TradeRecevables

Trade receivables are recognized initialy at fair value and subsequently measured at amortized cost using the
effective interest method, less provision for impairment. A provision for impairment of trade receivables is
established on a case by case basis when there is objective evidence that the Company will not be able to collect al
amounts due according to the original terms of receivables. The amount of the provision is the difference between
the asset's carrying amount and the present value of estimated future cash flows, discounted at the effective interest
rate. The amount of the provision is recognized in the income statement.

The Company transfers certain receivables to banks as collateral under an assignment of receivables program. As
risks and rewards related to the trade receivables have been retained by the Group, accounts receivable are not
derecognized and afinancial liability is accounted for against the consideration received from the lenders.

214  Cash and Cash Equivalents

Cash and cash equivalents include cash in hand, deposits held a call with banks, other short-term highly liquid
investments with original maturities up to six months or provided that these investments are held to meet short
term cash needs and there is no significant risks of change in value as a result of an early withdraw. Bank
overdrafts are shown within current liabilities on the consolidated balance sheet.

The Company owns certain highly liquid securities based on the €, RUB and Brazilian Reals currency market.
Theseinvestments are classified asfinancia assets at fair value through profit or loss.
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215 ShareCapital
Ordinary shares are classified as equity. The Group did not issue any preference shares.

Incremental costs directly attributable to the issue of new shares are shown in equity as a deduction, net of tax,
from the proceeds.

Where any Group company purchases the Company’ s equity share capita (treasury shares), the consideration paid,
including any directly attributable incremental costs (net of income taxes) is deducted from equity attributable to
the Company’s equity holders until the shares are cancelled or re-issued. When such shares are subsequently re-
issued, any consideration received, net of any directly attributable incrementa transaction costs and the related
income tax effects, areincluded in equity attributable to the Company’ s equity holders.

Dividend distribution to the Company’s shareholders is recognized as a liability in the Group's financia
statements in the period in which the dividends are approved by the Company’ s shareholders.

216 Borrowings

Borrowings are recognized initially at fair value, net of transaction costs incurred. Borrowings are subsequently
carried at amortized cogt, any difference between the proceeds (net of transaction costs) and the redemption value
isrecognized in the statement of income over the period of the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of
the liability for at least 12 months after the balance sheet date.

2.17 IncomeTax

The tax expense for the period comprises current and deferred tax. Tax is recognized in the income statement,
except to the extent that it relates to items recognized in other comprehensive income or directly in equity. In
this case, the tax is also recognized in other comprehensive income or directly in equity.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the
balance sheet date in the countries where the Company’s subsidiaries operate and generate taxable income.
Management periodically evaluates positions taken in tax returns with respect to situations in which applicable
tax regulation is subject to interpretation and establishes provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying amounts in the consolidated financial statements. However, the
deferred income tax is not accounted for if it arises from initial recognition of goodwill or an asset or liahility in a
transaction other than a business combination that at the time of the transaction affects neither accounting nor
taxable profit or loss. Deferred income tax is determined using tax rates (and laws) that have been enacted or
substantially enacted by the balance sheet date and are expected to apply when the related deferred income tax
asset isrealized or the deferred income tax liability is settled.

Deferred income tax is provided on temporary differences arising on investmentsin subsidiaries, except where the
timing of the reversal of the temporary difference is controlled by the Company and it is probable that the
temporary difference will not reverse in the foreseeable future.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax
assets againgt current tax liabilities and when the deferred income taxes assets and liabilities relate to income taxes
levied by the same taxation authority on either the taxable entity or different taxable entities where there is an
intention to settle the balances on a net basis.

Deferred income tax assets are recognized only to the extent that is is probable that future taxable profit will be
available against which the temporary differences can be utilized. .
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The deferred tax liabilities were determined for the withholding tax due on the reserves of the subsidiaries, when
distributions are prabable.

2.18 Provisons

Provisions for restructuring costs and legal claims are recognized when:

. the Company has a present legal or constructive obligation as a result of past events;

. it is probable that an outflow of resources will be required to settle the obligation; and
. the amount has been reliably estimated.

The Group did not experience restructuring over the periods presented.

The Group evauates outflows of resources expected to be required to settle the obligation based on facts and
events known at the closing date, from its past experience and to the best of its knowledge. Provisions are
measured at the present value of the expenditures expected to be required to settle the obligation using a pre-tax
rate that reflects current market assessments of the time value of money and the risks specific to the obligation.
Theincreasein the provision due to the passing of timeis recognized as interest expense.

The Company does not provide for future operating losses, except when such losses result from loss making
contracts in accordance with policy described in note 2.12. The Company had no loss making contract over the
periods presented.

219 Employee Benefits
@ Pension Obligations

The Group mainly provides to its employees defined contribution plans. A defined contribution plan is a pension
plan under which the Group pays fixed contributions into a separate entity. The Group has no legal or constructive
obligations to pay further contributions if the fund does not hold sufficient assets to pay all employees the benefits
relating to employee service in the current and prior periods. A defined benefit plan, such as the mandatory
retirement plan in France, is a pension plan that is not a defined contribution plan. Typicaly, defined benefit plans
define an amount of pension benefit that an employee will receive on retirement, usually dependent on one or more
factors such as age, years of service and compensation.

The liability recognized in the balance sheet in respect of defined benefit pension plans is the present value of the
defined benefit obligation at the balance sheet date less the fair value of plan assets (if any). The defined benefit
obligation is calculated annually using the projected unit credit method. The present value of the defined benefit
obligation is determined by discounting the estimated future cash outflows using interest rates of high-quality
corporate bonds that are denominated in the currency in which the benefits will be paid, and that have terms to
maturity approximating to the terms of the related pension liability.

Actuarial gains and losses arising from experience adjustments and changes in actuaria assumptions are
recognized in other comprehensive income in the period in which they arise. Changes in amounts recognized in
other comprehensive income are detailed in Note 13.

Changes in laws and regulations that affect the amount Company’s obligations are accounted for as change in
actuarial assumptions. There was no such change that materialy affected amounts reported over the periods
presented.

For defined contribution plans, the Company pays contributions to publicly or privately administered pension
insurance plans on a mandatory, contractual or voluntary basis. The Company has no further payment obligations
once the contributions have been paid. The contributions are recognized as employee benefit expense when they
are due. Prepaid contributions are recognized as an asset to the extent that a cash refund or areduction in the future
paymentsis available.

The Company does not provide other post-employment benefits.
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(b) Bonuses

The Company recognizes a liability and an expense for bonuses based on a formula that takes into consideration
the Group financial performance. The Company recognizes a provision where contractually obliged or where there
isapast practice that has created a constructive obligation.

(© Share-based compensation

The Group operates a limited number of equity-settled, share-based compensation plans under which the Group
receives services from its employees as consideration for equity instruments (free shares see note 22). The fair
value of the employee services received in exchange for the grant of the free shares is recognized as an expense.
The total amount to be expensed is determined by reference to the fair value of the shares granted determined at
grant date.

Non-market vesting conditions, including service conditions are included in assumptions about the number of
shares that are expected to vest. The total expense is recognized over the vesting period, which is the period over
which all of the specified vesting conditions are to be satisfied. At the end of each reporting period, the Group
revises its estimates of the number of options that are expected to vest based on the non-market vesting conditions.
It recognizes the impact of the revision to origina estimates, if any, in the income statement, with a corresponding
adjustment to equity.

When the Group issues equity instruments such as warrants as a consideration for services to be received from
third parties other than employees, these transactions are accounted for as share-based compensation.

When a portion of the purchase consideration to be paid in a business combination is anayzed as being part of a
compensation for services to be received from employees, such portion is deducted from the cost of the business
combination and accounted for as a cash-settled compensation (see Note 7).

220 TradePayables

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Accounts payable are classified as current liabilities if payment is due within one year or
less (or in the normal operating cycle of the businessif longer). If not, they are presented as non-current liabilities.

The trade payables are recognized initially at fair value and subsequently measured at amortized cost using the
effective interest method.

221 EarningsPer Share

Basic earnings per share are calculated by dividing the profit attributable to equity holders of the Company by the
weighted average number of ordinary shares in issue during the year. Diluted earnings per share are computed by
dividing net income attributable to equity holders of the Company by the weighted average number of shares
outstanding, adjusted for the effects of all dilutive potential ordinary shares.

A reconciliation of the weighted average number of ordinary shares outstanding during the period and the
weighted average number of shares outstanding, adjusted for the effects of all dilutive potential ordinary shares,
is presented in Note 24.

3. FINANCIAL RISK MANAGEMENT

The Group's activity exposes it to a variety of financia risks through its activity: currency risk , interest rate risk,
credit risk and liquidity risk. The Company's overall risk management program focuses on the unpredictability of
financia markets and seeks to minimize potential adverse effects on the Company's financial performance. The

Company did not enter into derivative financial instruments to cover its exposure over the periods presented.

The Company’s cash investment strategy aims to avoid capital risks and reach a globa performance level
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equivalent to the reference free risk interest rate on the € currency market. In order to achieve this objective, the
Company contracts certain short term deposits offering guaranteed capital with or without guaranteed interest
rate yields.

31 Company's Risk Exposure

(@ Currency risks

The Group operates internationally and is therefore exposed to foreign exchange risk on its commercia

transactions. Foreign exchange risk arises from future commercial transactions, recognized assets and liabilities
and net investmentsin foreign operations.

Foraco reports its consolidated financia statements in US dollars. The main currencies used by the Group are
Euros, Canadian Dollars, US Dollars, Austraian Dollars, Brazilian Reals and Chilean Pesos.

The Company mitigates its exposure to foreign currency fluctuations by balancing its costs, revenues and
financing in loca currencies, resulting in anatural hedge. In 2012, no hedging transactions have been entered into.

The exchange rates for the periods under review are as follows against the US$:

Closing Closing Closing Average Average Average
2012 2011 2010 2012 2011 2010
€ 0.76 0.77 0.76 0.78 0.72 0.75
CAD 1.00 1.02 101 1.00 0.99 1.03
AUD 0.96 0.98 101 0.97 0.97 1.09
CLP 478 519 461 486 485 516
BRL 2.05 na na 2.02 na na

The sensitivity to foreign currencies against US$ fluctuations of the consolidated revenue for the year presented in
USS$ is summarized as follows (in thousands of US$):
Asat December 31, 2012

Effect onrevenueof achange .......cccccocvevivvevvceccvcscesnene +5% -5%
Canadian $/ USS ..o 3,078 (3,078)
€1 USS ... 1,648 (1,648)
AUD JUSS ..t 1,301 (1,301)
CLP/USS ...ttt 5,403 (5,403)
BRL /USS......coiicteisie ettt 2,488 (2,488)

A 5% change of the US$ against al the other currencies used by the Group would have a positive or negative
impact of US$ 1,631 thousand on the 2012 consolidated profit.

(b) Interest raterisk

The Company owns certain interest-bearing assets (short term deposit) classified as cash and cash equivaents.
However, the Company’s income and operating cash flows are substantially independent of changes in market
interest rates as the Company has invested in highly liquid deposits with guaranteed nominal value.

The sensitivity to variable interest rate of short term deposits held by the Group is presented below (in
thousands of US$):
Asat December 31,
2012 2011 2010

Average amount of cash and cash equivalent over theyear................ 27457 18,748 15,352
Increase in financial income following a50 b.p. increase..........ccoceeeeeneee 137 94 77
Decrease in financia income following a50 b.p. decrease.........ccccceeee. (137) (94) (77)
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For the purpose of this analysis, the average cash equivalent has been defined as the arithmetical average of
closing positions at each quarter end.

On the financia liabilities, the Company is not significantly exposed to cash flow risks relating to the
fluctuations of interest rates as main financing sources bear interest at afixed rate.

(© Credit risk

All significant cash and cash equivalents and deposits with banks and financial institutions are spread over
major financial institutions having an investment grade rating.

The Company assesses the credit quality of the customer, taking into account its financial position, past
experience and other factors. Individual risk limits are set for each subsidiary. The utilization of credit limitsis
regularly monitored.

The Company’s broad geographical and customer distribution limits the concentration of credit risk. One
customer accounted for approximately 13% of the Company’s sales during the year ended December 31, 2012
(three customers accounted for approximately 34% in 2011 and one customer accounted for 14% in 2010). No
other single customer accounted for more than 10% of the Company’s sales during the years ended December
31, 2012, 2011 and 2010.

(d) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and cash equivalents and short term
deposits, the availability of funding through an adequate amount of committed credit facilities and the ability to
close out market positions. Due to the dynamic nature of the underlying businesses, management maintains
flexibility in funding by maintaining availability under committed credit lines.

The maturity analysis for financial liabilitiesis presented in Note 14.
32 Country risk

The expansion into new geographic areas via acquisitions brings geographic and currency risks. In Africa,
certain countries have experienced political or socia ingtability. There is a risk that the operations, assets,
employees or repatriation of revenues could be impaired by factors specific to the regions in which the
Company operates. The Company benefits from certain insurance coverage to mitigate these inherent risks.

The Company manages its country risk through a number of risk measures and limits, the most important being
the regular review of geopolitical conditions and an effective monitoring of liquidity, inventories and equi pment
potential exposure.

33 Capital risk management

The primary objective of the Company’s capital management is to ensure that it maintains a prudent liquidity
ratio in order to support its growth strategy and maximize shareholders value. The Company monitors financial
measures presented in Note 5 on an ongoing basis as well as its net cash level (cash and cash equivalent less
borrowings) presented in Notes 12 and 14.

34 Estimation of fair value of financial assets and liabilities

IFRS 7 requires disclosure of fair value measurements by level of the following fair value measurement

hierarchy:

- Quoted prices (unadjusted) in active markets for identical assets or liahilities (level 1).

- Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived from prices) (level 2).

- Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs)
(level 3).
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As at December 31, 2012, the Group holds US$ 13,999 thousand of assets at fair value (2011- US$ 3,253
thousand of assets at fair value and 2010 — US$ 5,121 thousand). These assets were valued using quoted prices
in active markets (level 1). The Group does not hold any other financial assets at fair value through profit or
loss, derivatives or available-for-sale financial assets over the years presented.

The carrying amount of trade receivables less impairment provision and trade payables are assumed to
approximate their fair values. The fair value of financia liabilities for disclosure purposes is estimated by
discounting the future contractual cash flows at the current market interest rate that is available to the Group for
similar financial instruments (see Note 14).

35 Financial instruments by category

December 31, 2012 Loansand Assetsat fair value Derivatives Available-  Total
receivables through the profit used for for-sale
and loss hedging
Assets as per balance sheet
Trade and other receivables...... 71,312 — — — 71,312
Cash and cash equivalents. ....... 35,897 — — — 35,897
Total. oo, 107,209 — — — 107,209
Liabilitiesat fair  Derivatives  Other Total
valuethrough the used for financial
profit and loss hedging liabilities
Liabilitiesas per balance sheet
BOIrOWINGS ...cceveveeeeerieresinieens — — 129,034 129,034
Trade and other payables.......... — — 53,463 53,463
Total oo — — 182,497 182,497
December 31, 2011 L oans and Assets at fair Derivatives Availablee  Total
receivables valuethrough the  used for for-sale
profit and loss hedging
Assets as per balance sheet
Trade and other receivables...... 57,954 — — — 57,954
Cash and cash equivalents. ....... 21,059 3,253 — — 24,313
Total. oo, 79,013 3,253 — — 82,266
Liabilitiesat fair Derivatives  Other Total
valuethrough the  used for financial
profit and loss hedging liabilities
Liabilitiesas per balance sheet
BOIrOWINGS ...cceveveeeeerieresinieens — — 49,204 49,204
Trade and other payables.......... — — 57,375 57,375
Total v, — — 106,579 106,579
December 31, 2010 Loansand Assetsat fair value Derivatives Available-  Total
receivables through the profit used for for-sale
and loss hedging
Assets as per balance sheet
Trade and other receivables...... 58,191 — — — 58,191
Cash and cash equivalents. ....... 9,799 5121 — — 14,920
Total oo 67,990 5121 — — 73111

Liabilitiesat fair Derivatives Other Total
value through the used for  financial

profit and loss hedaing liabilities
Liabilitiesas per balance sheet
BOIrrowings ......cccceeeeeeenenenenens — — 49,632 49,632
Trade and other payables.......... — — 41,398 41,398
Total .o = — 91030 91,030
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4. CRITICAL ACCOUNTING ESTIMATESAND JUDGEMENTS

Estimates and judgments are continually evaluated and are based on historica experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

The Company makes estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are
discussed below.

4.1 Estimated | mpairment of Goodwill

The Company tests annually whether goodwill has suffered any impairment, in accordance with the accounting
policy stated in Note 2. The recoverable amounts of cash-generating units have been determined based on value-
in-use calculations. These calculations require the use of estimates (see Note 7). No impairment charge has been
recognized over periods presented.

As at December 31, 2012 the goodwill is allocated to cash generating units corresponding to the following
operating / geographical segments:

Mining aCtiVIty- ATFTICAL ....cceieie e e 783
Water aCtiVIty = AfTICA.....cceieeee e 2,004
Mining activity- NOrth AMENICaL .....ccvevverere i 11,383
Mining activity- ASIaPaCifiC. .....cccceeeeiiree e 9,941
Mining activity- SOUth AMENICAL ......cceeverereiece e e 101,384
MiniNG aCtiVIty - EUMOPE .....cceivieieieceeeeesiesese et eee st e e nnenes 8,181
Total goodwill asat December 31, 2012.........cccceeeeeeerereniereeseseseeeeseeseeseenes 133,675

The Group tests goodwill based on the discounted cash flows related to each cash generating unit based on
assumptions disclosed in Note 7. Value in use determination is sensitive to changes in operating profit
assumption and discount rate applied.

4.2 Depr eciation of property and equipment

Equipment is often used in a hostile environment and may be subject to accelerated depreciation. Management
considers the reasonableness of useful lives and whether known factors reduce or extend the lives of certain
assets. Thisis accomplished by ng the changing business conditions, examining the level of expenditures
required for additional improvements, observing the pattern of gains or losses on disposition, and considering
the various components of the assets.

4.3 I nventory allowance on spare parts and sow moving

Spare parts relate to equipment which may be used in a hostile environment. Management assesses the level of
provision for spare parts together with its review of the equipment as described above.

4.4 Contractsin progress

The Company records its profit and its revenue based on the percentage-of-completion method. Key aspects of
the method are the determination of the appropriate extent of progress towards completion and the assessment of
the margin to be generated. Management follows the contracts in progress and their related margins on a
monthly basis. On occasion the finance and control department performs on site controls.

45 I ncometaxes

The Group is subject to income taxes in numerous jurisdictions. Significant judgment is required in determining
the worldwide provision for income taxes. There are certain transactions and cal culations for which the ultimate
tax determination is uncertain. The Group recognizes liabilities for anticipated tax audit issues based on
estimates of whether additional taxes will be due. Where the final tax outcome of these mattersis different from
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the amounts that were initially recorded, such differences will impact the income tax and deferred income tax
assets and liabilities in the period in which such determination is made.

4.6 Share-based payment transactions

Thefair value of share-based payment transactions is based on certain assumptions from management. The main
area of estimates relates to the determination of the fair value of equity instruments granted:

= for free shares, the main assumption used in the determination of the share-based payment expense is the
turnover assumption retained to assess the number of equity instruments that are expected to vest. In
2012, the Company retained a 10% turnover assumption (in 2010 and 2011 — 0%) which is consistent
with the Group’s experience of employees departures.

Details of share-based compensations are disclosed in Note 21.
4.7 Determination of thefair value of assets acquired and liabilities assumed in business combinations

The assessment of the fair value of assets acquired and liabilities assumed in business combinations is based on
different valuation techniques and management’s best estimates. Main areas at judgment relate to the valuation
of equity instruments included in the purchase consideration paid, the identification and the valuation of
intangible assets acquired and the determination of the market value of equipment acquired.

5. SEGMENT INFORMATION

The chief operating decision makers (Chief Executive Officer and vice-Chief Executive Officer) make decisions
about resources to be alocated to the segments and assesses their performance using an analysis from revenues to
operating profit for business segments and sales for geographic segments. The Company does not identify or
alocate assets, lighilities or cash flows to group's segments nor does management evaluate the segments on this
criteriaon aregular basis.

51 Business Segments

As at December 31, 2012, the Group is organized on aworldwide basis in two main business segments.

e The “Mining” segment covers drilling services offered to the mining and energy industry during the
exploration, development and production phases of mining projects.

e  The"Water” segment covers al activities linked to the construction of water wells leading to the supply
of drinking water, the collection of mineral water, as well as the control, maintenance and renovation of
the existing installations. This segment also includes drilling services offered to the environmental and
construction industry such as geological exploration and geotechnical drilling.

The accounting policies of the segments are the same as those described in the summary of significant
accounting policies as discussed in Note 2.

The business segment information for the years ended December 31, 2012, 2011 and 2010 was as follows:

Year ended December 31, 2012 Mining Water Company

REVENUE.......oieectctretie ettt 357,375 10,144 367,519
GrOSS PIOFIT ...ttt et 65,145 2,788 67,933
OpPErating Profit.....c.coceeerreeierereiee et e 43,161 1,828 44,989
Finance (COStS) / ProfitS ......cocorrrieenrinieererere e — — (4,630)
Profit befor e inCOMEtaX......ceueverererereerereeeee e — — 40,359
INCOME tAX EXPENSE. .....eeeierieteererir ettt st e — — (7,742)
Profit for theYear ... — — 32,617
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Year ended December 31, 2011 Mining Water Company

REVENUE. ..ottt bbbttt bbbt tenenes 286,444 14,695 301,139
GrOSS PIOFIT ...ttt et 66,165 3,260 69,425
OpPErating Profit.....c.cceeerrieeierereiee e 41,441 1,978 43,419
Finance (COStS) / ProfitS ......cocorrreinrinieererere e — — (3,389)
Profit befor e inCome taX........cooreirrreinrreeerre e — — 40,030
INCOME tAX EXPENSE. ...ttt et e — — (9,616)
Profit for theyear ... — — 30,414
Year ended December 31, 2010 Mining Water Company

REVENUE.......coviiiiieie ettt 146,114 17,925 164,040
L€ (0TS oo T 31,735 4,373 36,108
(O 07 1110 [ o]0 | F 14,891 2,010 16,901
Finance (COStS) / ProfitS .....civorrrerirereresrerererene s — — (1,426)
Profit Defor € iNCOME taX.....c.cvuerrieieieieieieeee e — — 15475
INCOME tAX EXPENSE.....cveeeeierererererieseresesteseesessesee s sesesesesesssssnesensens — — (4,144)
Profit for thEYEAr .......c.cveveeceeeeeeece e — — 11,331

Thereis no inter-segment revenue.

Corporate costs and overheads are allocated to each business segment based on their revenue. Management
considers this approach to be a reasonable basis for determining the costs attributable to the respective
segments.

52 Geogr aphical Segments

The Company operates in five main geographical areas, even though the business is managed on a worldwide
basis.

The following is a summary of sales to external customers by geographic area for the years ended December 31,
2012, 2011 and 2010:
December 31
2012 2011 2010

S o101 N 07 o T 180,034 117,779 49,325
Europe, Middle East and AfliCa........covevrerereiererreere e sseeseseenns 92,228 95,135 60,739
N0 {1 01T o WS 61,568 55,754 29,598
FNS - o ) o3 33,688 32472 24,379
LS =1 1= S 367,519 301,139 164,040

As aresult of the acquisitions of Servitec and Adviser, the Company now benefits from a significant presence in
South America. For the purpose of the segment reporting, South Americaincludes Mexico.

Revenues from external customers are based on the customers' billing location. Accordingly, there are no sales
transactions between operating segments. The Company does not allocate non-current assets by location for each
geographical area.

The Company only bears revenue from its drilling activity and did not account for sales of goods or royalty income
over the periods presented.
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6. PROPERTY AND EQUIPMENT

Property and equipment consists of the following:

Land and Drilling Automotive Office Total
Buildings Equipment Equipment Furniture
and Tools and Other
Equipment
Year ended December 31, 2010
Opening net book amount ...........ccccevereererereerenennns 3,674 32,961 6,477 522 43,636
WX (o 1) 1[0 154 12,119 3,212 223 15,708
Exchange differences..........cccovvvvcveenvceccresenienene, (133) 3,339 954 (78) 4,082
DisposalS OF retirementS.......cocovveveeeererevereerererereenens (@) (69) (59) (5) (134)
Acquisition of Adviser (NOte 7).....ccceeeeeevrererrererenens 228 26,143 3,792 150 30,313
Acquisition of EDC (NOtE 7) .....cvevvereervrvrererrererenens (@) 4,453 220 6 4,679
Depreciation Charge.......covveeererereerereseseserereseseesens (324) (15,481) (3,958) (232)  (19,995)
Closing net book amount ............coeeenrrcenerenenn 3,598 63,465 10,638 586 78,289
at December 31, 2010
COSt ittt 5,238 119,070 28,162 1,870 154,340
Accumulated depreciation..........ccccvveeeenrericienenens (1,640) (55,602) (17,523) (1,285) (76,051)
Net DOOK aMOUNE.......cveverereriereriereressesese e 3.598 63,467 10,638 586 78,289
Year ended December 31, 2011
Opening net book amount ...........cccceevereeeererereerenennns 3,598 63,467 10,638 586 78,289
AAItIONS.....ceeverereeirrereee e 2,452 30,656 12,754 743 46,605
Exchange differences..........cccovvvveeeenvnercneseneennne, (505) (2,537) (101) (131) (3,274)
DisposalS OF retirementS.......cccovveveeeererevereererereenens — (247) (431) (32 (710)
Depreciation Charge.......covveeererereereresesenerereseseesens (496) (21,000) (6,523) (391) (28,410)
Closing net book amount ..........cccoeeeererrccrereneen
at December 31, 2011 5,049 70,337 16,337 775 92,500
@0 TR 7,057 157,635 37,898 2,287 204,877
Accumulated depreciation.........ccocevveeeerereneienenens (2,008) (87,297) (21,559) (1,513) (112,377)
Net DOOK aMOUNE.......cveverereriereriereressesese e 5,049 70,337 16,337 775 92500
Year ended December 31, 2012
Opening net book amount ...........ccccevereererererenennns 5,049 70,337 16,337 775 92,500
AAItIONS.....ceeverereeirrereee e 567 32,500 6,931 901 40,899
Acquisition of Servitec (NOte 7) ....cccvvevvevrerererrernens 528 11,357 2,872 494 15,251
Acquisition of IND (NOtE7) ...ccvevvereereereriririrenens — 30,3% 2,816 — 33,210
Exchange differences..........cccovvvveeeenvnercneseneennne, 173 1,276 772 (66) 2,155
DisposalS OF retirementS.......cccovveveeeererevereererereenens 2 (585) (112) ()] (701)
Depreciation Charge.......covveeervereeereseseneereseseesens (1,037) (27,750) (7,232) (515) (36,534)
Closing net book amount ..........cccoeeeererrcecrereneen
at December 31, 2012 5278 117,529 22,384 1587 146,780
@0 TR 7,972 228,886 50,625 3,719 291,202
Accumulated depreciation.........ccocovveeeereresesienenens (2,694) (111,357) (28,241) (2,132) (144,422)
Net BOOK aMOUNE.......ceverereriererie et sersesnens 5278 117,529 22,384 1587 146,780
Depreciation and amortization expense has been charged to statement of income as follows:
December 31
2012 2011 2010
@001 0= T 35,994 28324 19,638
Genera and adminNiStratiVe EXPENSES ........ccvrererieerererieereseseesese s sesesesassese e essssssesensesenes 546 480 380
Total depreciation and amortiZation ..............ccceeeceeeeeeerereeece e 36,540 28,804 20,018
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7. GOODWILL

Goodwill can be analyzed asfollows:

AS AL JANUAIY L.ttt e b et e b e bbbt b e ne st e e b e e b e ene e
Earn-out of Northwest Sequoia Drilling LEd........ccooeioinreeerrireereseereses e
ACQUISITION OF SEIVITEC ...cueieieiiirieeeres et bbb
ACQUISITION OF IND ...ttt bbbttt st ebe e
Acquisition of Eastern Drilling Company LLC ...
Acquisition of AdVISEr DFIIING SA ...t st s
EXChange diffErenCES........coo e e e
AS AL DECEIMDEN 3L, ..ot

Year ended December 31, 2012

Servitec Sondagem

December 31,

2012 2011 2010
50,629 50,667 14,879
— 300 —
74,255 — —
8,395 — —
— — 818l
— — 27130

396 (338) 477

133675 50,629 50,667

On April 20, 2012, the Company completed the acquisition of a 51% shareholding in WFS Sondagem S.A.
(“Servitec”), a Brazilian drilling service provider, for an amount of US$ 44.2 million through a combination of
US$ 20.2 million cash and 4,816,509 Foraco shares at US$ 4.99 representing US$ 24.0 million. As part of this
agreement, the Company has an option to acquire and the current shareholders of Servitec have an option to sell
the remaining 49% after three years. The corresponding purchase consideration will depend upon a formula
based on the average 2012, 2013 and 2014 EBITDA of Servitec and on the net cash as at December 31, 2014.
The maximum amount payable for this tranche is capped at US$ 75 million.

The Group’sinterest in Servitec is consolidated since April 20, 2012.

The estimated purchase price, the fair value of the net assets acquired and the goodwill resulting from the

acquisition are as follows:

Fair value of cash consideration for thefirst step

- Cash payable at closing date of the acqQUISItION .........ccccovrecinrriccnenine

Foraco I nternational common sharesissued for thefirst step

- Number of common sharesissued and treasury shares transferred (1) ...
- Stock price on April 20, 2012 .......cooiiiiieiereeee e
- Fair value of Shares iSSUEd ..ot

Fair value of cash consideration for the second step

- Payable estimated at completion of the second step (2)......cccoveveeveviieneene
- DiISCOUNE FAEE (3)-ueeeeeerierieeiereeie ettt et st ee e
- Expected date of COMPIELioN........cccooeieiiiireeieeeee e
- Discounted estimated payable..........cooeieiereiienenee e

Total fair value of the consider ation payable

(1) 3,516,509 sharesissued and 1,300,000 treasury shares transferred

I n thousands of

I n thousands of

transaction currency

Uss

35,650

4,816,509
4.99

61,132
2.30%
May 31, 2015

(2) Based on Management's best estimate of the consideration payable at acquisition date

(3) Discount rate using the Foraco marginal interest rate

R$

Uss

usb

20,163

24,038

56,993
101,194
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Fair value
in thousands of US$

Cash and Cash EQUIVAIENES........cc.cieiireie e et sre e e se e e s aesresreeneesee e eneenaenrenrn 1,764
Shareholders' [oan to be repaid UPON ClOSING .......cooeiiiiiiee e e 149
LU ol a 0o g = = 0L o T o STV 405
[0 U] o] 191= o | APPSR 15,251
INEANGIDIE BSSELS ...ttt et b et he b e et et e se e et e s be e bt b e et e ne e e e neenee e 62
E g1V 01 (o =SSR 2,697
Trade and Other FECEIVAIDIES. ... 10,501
Trade and Other PAYADIES.......ccviiiecee e e r e re e e e te e e e (8,422)
(0 VS T 1SS (962)
2T 0] 4 01T g o PRSPPI (6,472)
DEFEITEA tAXES, NMEL.....eeeeeieeeiee ettt ettt et e et b e bt e bt she e e e eeseeebesbesbesbeeaeensensensenbeseens 11,967
NS eSS g Tor o (V1T <o [PPSR 26,939
GOOAWIIT <.ttt R et e st ren et e r e 74,255

The above goodwill is attributable to the expertise of the acquired company in diamond core, directional,
geotechnical and large diameter drilling services for top tier companies in the mining industry. This goodwill is
allocated to the Mining segment.

Transaction costs related to the acquisition amounted to US$1.2 million and were reported under selling, general
and administrative expenses.

During the second half of 2012, Servitec, along with other subsidiaries of the Company, has faced a change in
market conditions, which could not have been anticipated at the acquisition date. This has led the Company to
reestimate the projected activity and results for the period 2012 to 2014 which serve as the basis for caculation
to determine the second phase of the consideration payable in 2015. As aresult, the best estimate of the present
value of the consideration payable which was initially US$ 56,993 thousand, is now US$ 43,689 thousand. The
adjustment amounting to US$ 13,303 thousand has been accounted for within other operating income and
expense in accordance with IFRS 3.

John Nitschke Drilling Pty Ltd

On November 19, 2012, the Company completed the acquisition of a 100% shareholding in John Nitschke
Drilling Pty Ltd (“JND”), an Australian drilling service provider, for an amount of US$ 47.2 million.

This purchase priceis a combination of:
. A cash consideration,

. Foraco shares: a minimum of 6,000,000 and a maximum of 7,000,000 warrants giving right to a minimum
of 6,000,000 to a maximum of 7,000,000 common shares of Foraco International, to be converted before
or in 9 months from the transaction date.

The Group’sinterest in IND is consolidated since November 19, 2012.
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The estimated purchase price, the fair value of the net assets acquired and the goodwill resulting from the
acquisition are asfollows:
In thousands of In thousands

transaction currency of US$
Cash consideration at completion date
- Payable at completion date...........coevereiirieiie e 30,000 AUD 31,212
Fair value of warrantsto beissued
- Number of warrantSto beiSSUed..........cooeviiiiirieicee e 6,000,000
- Stock price on November 19, 2012..........oooeiiierieeieeie et 240 CAD 241
- Estimated fair value of warrantsto be issued.........ccooeveiiiininieiiieicnce e 14,452
Fair value of additional warrantsto beissued 1,541
Fair value of cash consideration - Earn-out clause
- Estimated EBITDA for the 12 month period ending December 31, 2012 ... <11,000 AUD
- Earn-out payable ... -
Total fair value of the consideration payable...........cccccoiinininicienenn, 47,205
Edtimated fair value
in thousands of US$
Property, plant and EQUIPIMENT............oveiererese e s e eee e e st e e sae e e sresreeseenaeneenes 33,210
INVENEOTTES, NEL ...ttt sttt st et s e e bt s b e se bt bese e bt nbeseeb e st e neebenbeneebens 3,423
Trade reCEIVADIES, NEL.......c.ooiiee e bbbttt 8,933
OhEr CUIMTENE GSSEES ...ttt ettt s b e b b e ae et e eese e besbesbesbeeneeneeeen 91
Provisions for other liahilities and Charges..........cooeoeiinii e (324)
Trade and Other PAYADIES. ..o et e bbb ee e (3,503)
Current iNCOME taX [iaDilITIES .......eoueieeieeeere e b (1,889)
Provisions for other liahilities and Charges..........cooeoeiinii e (1,132)
NEL ASSELS ACOUIT O ...ttt ettt e bbbt e e e e e saesbesbesbesbeeaeeneeeeneas 38,809
€00 1 | TSP 8,395

Considering the recent date of the acquisition, the purchase price alocation was determined at that stage on a
preliminary basis. The Company will reassess the fair value of acquired assets and assumed liabilities during the
course of fiscal year 2013. The goodwill resulting from the acquisition is allocated to the Mining segment.

Transaction costs related to the acquisition amounted to US$1.4 million and were reported under selling, general
and administrative expenses.

As at December 31, 2012, the fair value of additional warrantsto be issued amounts to US$ 1,609 thousand and
isrecorded as a current liability.

Year ended December 31, 2011
Northwest Sequoia Drilling Ltd

Northwest Sequoia was acquired in September 2008. An earn-out clause stipulated that above a certain ratio of
EBITDA to sdes, the former shareholders would be entitled to an additional payment. Following the better than
expected performance of the company in 2011, the ratio of EBITDA to sales exceeded the threshold. The
additional payment amounting to US$0.3 million has been provided for and recorded against goodwill on the
basis that the acquisition took place before the entity first applied IFRS 3 (R).
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Year ended December 31, 2010
LLC Eastern Drilling Company Acquisition

On May 27, 2010, the Company completed the acquisition of a 50% controlling interest in LLC Eastern Drilling
Company (“EDC”), a Russian company.

The purchase price includes a cash consideration of US$ 2 million paid in May 2010 and an adjustment based
on EDC’ s 2010 financial performance paid in thefirst half of 2011.

On February 6, 2011, the Company entered into an agreement settling the final amount payable under the
purchase price adjustment provision at US$ 7.6 million, of which US$ 3.8 million will be payable in the first
quarter of 2011 and the remainder in the second quarter of 2011 once al closing conditions have been finalized.

Thefinal purchase price, the fair value of the net assets acquired and the goodwill resulting from the acquisition
are presented as follows:
Fair valuein
thousands of US$

Purchase priceincluding 2011 purchase price adjustment ...........ccccooeeerienenieeieene e, 9,600
Cash and Cash EQUIVAIENES.........cooiieeer e et sb e 412
(OU IS (ol g 0= SR = 0] 1S o o 187
0 U] o] 11" | SR 4,679
INVENEOTTES. ....veeeereeesete et n et e et n e nn et neenene e 3,319
Trade and Other reCEIVADIES ..o 2,500
Trade and other PAYADIES .........oouiiieeee e e b (5,136)
BOTTOWINGS. ...ttt b et b et b bt b et benn s (2,817)
(DL (=0 =) O 1= TR (307)
Net assetsbefore minority INTErESES. ..o s 2838
L0l == 0T0] o [ 0o OSSPV 1,419
NEL ASSELS ACGUIT O ...ttt et bttt se et e b sbe b b e e e e e e aneas 1.419
€000 11/ 1 S 8,181

The above goodwill is attributable to the speciaization of the acquired company in diamond drilling services for
major and junior foreign companies in the mining and mineral exploration industry. This goodwill is allocated
to the Mining segment.

Acquisition of Adviser Drilling SA

In March 2010, the Company entered into a binding agreement with al the shareholders of Adviser Drilling SA
(“Advisar”) in Chile to acquire 100% of the outstanding shares of Adviser. The Company completed the
acquisition on May 26, 2010, from which date the Group’ sinterest in Adviser is consolidated.

The purchase price included (i) a cash consideration of US$ 5.35 million upon the closing of the transaction, (ii)
the issuance of 14,935,750 new shares of the Company, (iii) the issuance of 4,756,539 warrants to acquire
shares of the Company, exercisable after two years following closing at no additional consideration, warrant
holders being indemnified for dividends paid until the exercise date, and (iv) a price adjustment of up to US$
5.35 million depending on Adviser’'s 2010 financial performance, to be paid in 2011. The 2010 annual financial
performance of Adviser having been affected by various adverse conditions in Chile during the first half of the
year, this purchase price adjustment was not applied.
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Thefinal purchase price, the fair value of the net assets acquired and the goodwill resulting from the acquisition
are presented as follows:

In thousands of In thousands of

transaction currency uUss
Fair value of cash consideration
021 1 1 o7 Lo [OOSR 5,350
- Contingent CONSIAEIALION ........coviriireie e e -
Foraco I nternational common sharesissued
- Number of common shar€Sissued ..........cccoeveevenieiee e 14,935,750
- Stock price on May 26, 2010 ......ccoceiiierieeeeie e e 255 CAD
- Fair value of ShareSissued .........ccoceceeiicieeece e 35,657
Foraco International warrantsissued
- Number of WarrantSiSSUE..........ccuveeririireneee e 4,756,539
- Adjusted stock price on May 26, 2010 ........cccoceverieienereeeereeneene e 248 CAD
- Fair value of warrantSiSSUE............ccveieeiieeiecie e 11,040
Dividend compensation payable
- Number of warrants benefiting from the dividend compensation.............. 4,756,539
- Dividend tO DE Paid.....cc.eeuerieieie e e 0.0708 CAD 315
Total fair value of the consider ation payable............ccccoeeevrreieriereenennnes 52,362
Fair valuein

thousands of US$
Cash and Cash EOUIVBIENTS. ..ottt e b et e et s e e besbe bt eae e e e s e e e seenbeeee 2,650
Shareholder 10an to be repaid UPON ClOSING.........oiiiiiiiieee e e 497
LU (S (000 Tc E (= = 0] 01 oo S 1,261
[0 0] o] 111, | S 30,314
Other NON-CUITENE TECEIVADIES ...ttt s se e 2
E01Y7= 01 0] =SSOSR 6,559
Trade and Other FECEIVADIES...........oiiiii e ettt et 19,643
Trade and Other PAYADIES. ........coeceeeeeeee et ae et e e e ee e e s (15,212)
L (V7 o] o TH U RRR SO (129)
(2705 011 1o o J USSP (26,836)
D1 = g (=0 = O = R 6,484
N[ = = o= Yoo (U1 = o [ TSRO 25,233
(€000 11 | SR TESPTRR 27,130

The above goodwill is attributable to the specidization of the acquired company in diamond core and reverse
circulation drilling services for top tier companies in the mining and mineral exploration industry. This goodwill
is alocated to the Mining segment.

Other variations of interests occurring in 2010

In August 2010, the Company chose to exercise its option to acquire the remaining 49% non-controlling interest
in Mosslake Drilling Services Pty Ltd for a cash consideration of AUD 3.5 million. This transaction did not
result in any additional goodwill.

Allocation of Goodwill to Cash Generating Units

Goodwill is allocated to the Company's business segments as follows:

December 31
2012 2011 2010
IVIINING 1ttt vttt ettt ettt ettt bbbttt bbbttt b et et e b et et et et et et et et et et et ebebebabebeb et et et et et ebeteretareres 131,671 48,666 48,658
LAYz 1< 2004 1963 2,009
1o 7= 133,675 50,629 50,667
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Impairment Tests for Goodwill

For the purpose of impairment testing, goodwill is allocated by business segments and geographical areas, which
are the following: Mining activity Europe, Middle East and Africa, North America, Asia-Pacific and South
Americaand Water activity Africa. The recoverable amount of cash generating unitsis determined based on value-
in-use calculations. The Group used cash flow projections before tax based on financia three year budgets
prepared by management and approved by the Board of Directors. Cash flows beyond the budgeted period are
extrapolated using the estimated growth rate of activities.

The key assumptions which are approved by the Board of Directors and used for value-in-use calculations as a
December 31, 2012 are asfollows:
Mining Water

Long-term growth rate used to determine the terminal value............ccccccceeeneeee. -1% -1%
DISCOUNE FBEE.......cveveveretetererere ettt bbb nenenena 13% 13%

In 2012, 2011 and 2010 the Company did not record any goodwill impairment charge.

8. OTHER NON-CURRENT ASSETS

Other non-current assets consist of the following:
December 31,
2012 2011 2010

0 387 525 846
SOfWEAIE. ...ttt sttt ettt bbb e b et b e s e be s b ebesbese st e e et e e ebesbebe st enesbaneebeeebesbetesbenesbeners 77 2 1
Investment in UNconsolidated affiliateS .........ccvveveeiveeeieceece e 40 38 37
[D]= oTo IS N 1S 1010 [0 (U7 - 1= - T 288 138 157
Other NON-CUITENt FECEIVADIES.......ceeveeeeeeee et et ens 623 302 659
Other non-current assets 1416 1,006 1,699

The investment in unconsolidated affiliates corresponds to the company "Minera Chimu" (Peru), in which the
Company holds 18.74%.

9. INVENTORIES

Inventories consist of the following:
December 31,
2012 2011 2010

SPAIE PAITS, GIOSS.. .. ecueeeueteertererte sttt st be e b e b sesaeseese b et sb e e ebeseeaeseanesbe e b e e ebeseeaeseeneas 24,001 16,624 12,562
CONSUMADIES, GrOSS.....ueeereetiererietee ettt et et s be bt s b et st et ne s 28,287 24130 19,822
LeSSTNVENLOrY @lIOWANCE......couevieieerieieeresie ettt s et — — —
A= g Lo QL= S o = T 52288 40,754 32,3834

Spare parts mainly include motors, wire lines and heads. Spare parts are charged to the statement of income when
used on equipment. Consumables mainly include destructive tools, hammers, muds and casing. Consumables are
charged to the statement of income when delivered to the field. The Company reviews impairment loss on
inventories on aregular and item by item basis.

Inventories write-down expense/(reversal) recognized in 2012 in the statement of income under the line item " Cost
of sales' amounts to US$ 674 thousand(US$ 516 thousand in 2011 and US$ 134 thousand in 2010).
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10. TRADE RECEIVABLES

Trade receivables, net, consist of the following:

December 31,
2012 2011 2010

Trade reCEIVADIE, GIOSS......co ettt bbb bbb e 56,114 46,979 42,080
Less provision fOr iMPaITMENE ..o s (1,183)  (1,489) (1,084)
Traderecavables, NEL ... 54931 45490 40,996

Impairment expense/(reversal) recognized in 2012 in the statement of income amounted to USS$ (306) thousand
(in 2011 US$ 405 thousand and in 2010 US$(68) thousand) under the lineitem " Cost of sales'.

Movements on the provision for impairment of trade receivables are asfollows:

December 31
2012 2011 2010

Provision for impairment at JANUAIY 1, ........cccorreuenererinieienirinieesesesisse e s (1,489 (1,084 (1,171
Provision for receivablesS imPairmMeNt ...........ccorreeeerernieie e e (209) (404) (106)
Receivables written off during the year as uncollectible............cooveeinniiiinnie . . L
Unused amounts reversed during the year following collection of the receivable............ 535 25 174
Exchange differences (20) (25) 20
Provision for impairment at December 31, ..o (1,183) (1.489) (1,084)

Trade receivables, net, are broken down per location as follows:

December 31,
2012 2011 2010

T 0] o= 316 222 894
NEW CAlEUONIAL. ....ccveeeriiitictee ettt bbb se b e saeresbe e beneebennbesnenens 865 742 1,037
y N o= OO TR 9,805 9,729 8,322
SOULN AMENICA ..ottt ettt st et bbb et sbebe s bese st e e be e ebesaesesnenens 29,775 27,330 24,351
AUSITAIIAL ... ettt sttt bbbt be e be s bebe b ene et e e ebesnenesbenesbeneans 7,555 2,796 2,754
CANAOAL. .......cocveiieticteee ettt s ae bbb ae b e e b e s e bbb s beneebe et e e ebenaebenrenen 6,615 4,671 3,639
TradereCaiVabIES, NEL ...t et s bbb 54931 45490 40,996

The geographical allocation of areceivable is based on the location of the project to which the receivable relates
and not to the country where the client isincorporated.

Fair value of trade accounts receivable based on discounted cash flows does not differ from the net book value as
the Company does not have trade accounts receivable with payment terms exceeding one year.

Receivables impairment are related to awide range of customers in both of the Company’ s operations segments on
which a collectability risk was identified.

The maximum exposure to credit risk at the reporting date is the carrying value of each class of trade receivable
mentioned above.

As at December 31, 2012, trade receivables of US$ 2,213 thousand (US$ 1,846 thousand in 2011 and US$ 2,109
thousand in 2010) were past due but not impaired. These relate to a number of customers for whom there is no
recent history of default or having established practices of long payment terms such as States bodies in the Water
segment.
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The carrying amounts of the Company’ s trade receivables are denominated in the following currencies:

December 31,
2012 2011 2010

€, CFA Francs of CFP Francs (1) ......coverererererereresesesesesesesesesesesesesesesesesesesssesesesssesesenes 7,496 7,808 9,973
L0 Ta="o (= a0 (o) =TRSO 8,073 5,753 3,639
AUSITATAN AOHBIS......coiciiciececececece bbbt s be bbb e sbesaerennan 7,437 2,752 2,754
US OGS ..ttt st sttt s bbb s et et sbe e benssbensebesaenens 790 6,427 3,507
ChIlEAN PESDS......cvceeeteietieete ettt st et b e et st be st e s s b e et e s sbesaebesrenens 21,423 22,750 21,124
OLNES CUITENCIES......cueeueeeieieeeeeeeeee ettt se et sae st e s e saesaessessesessesbansensesensensensansan 9,712 — —
TradereCaVabIES, NEL ...t nan 54,931 45490 40,996

(1) CFA Francs and CFP Francs have a fixed exchange rate with €

Certain receivables are provided as collateral under financing agreement (see Note 14).

11. OTHER CURRENT RECEIVABLES

Other current receivables consist of the following:

December 31,
2012 2011 2010

VAT / GST and other reCoVErablE taXES..........coveeeeeeeieeeeeeeieeee ettt st s s nrenan 9857 7,280 11411
PrEPaid EXPENSES. ... .cuieerieiererieieiese sttt sttt sttt sttt b et se b b et st bbbt ne et ne s 4666 2973 3484
Down payments/ credit NOteS reCaIVADIE .........co.ciiircere s 1,033 1,854 1516
OthEr TECEIVADIES ...ttt sttt et et e st et e b e sbesba st e sbesbesbensessensensensans 826 357 784
Other CUrTeNt rECEIVADIES........ccveeeeeeeeeeee ettt sttt bbb e b sessesaessensenans 16381 12464 17,195

Provisions for impairment of other current receivablesisnil as at December 2012 (nil in 2011 and nil in 2010).
VAT / GST and other recoverable taxes mainly comprise tax receivables from African countries.

Fair value of other current receivables based on discounted cash flows does not differ from the net book value as
the Company does not have other current receivables with payment terms exceeding one year.

The carrying amounts of the Company’ s other receivables are denominated in the following currencies:

December 31,
2012 2011 2010

€, CFA Francs of CFP Francs (1) ......covererererererereresesesesesesesesesesesesesesesesesesesesesssssesesenes 7,390 5315 7,406
Canadian dolArS .......c.cueeeerieierre bbb bbb 1,041 604 1,967
AUSITAITAN AOHEIS. ...t bbb e 1,954 744 1,746
ChIlBAN PESDS.......ceieeceeirirecieis ettt 1,863 1,779 2,478
RUSSAN RUDIES........oiiiiririsecte ettt 1,240 2,224 2,349
OhEr CUMTENCIES. ...ttt ettt st bbb et b e eas 2,893 1,798 1,249
Other current reCaivables, GFOSS.......co e 16,381 12464 17,195

(1) CFA Francs and CFP Francs have a fixed exchange rate with €
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12. CASH AND CASH EQUIVALENTS

Cash and cash equivaents consist of the following:

December 31,
2012 2011 2010

Cash at bank @and in hand.........c.coorec e 21,898 21,059 9,798
Short-term bank dEPOSITS. ..o bbb 13,999 3253 5121
Cash and Cash EQUIVAIENTS. ... et e e 35897 24313 14,920

Short term bank deposits are analyzed as follows at the end of each period presented:

Fair value as at

Financial institution Type Index December 31, 2012 in
thousands US$
BNP Paribas € 6 months fixed term deposit Fixed 2,643
Crédit Agricole group € 3 months fixed term deposit Fixed 3,348
Rosbank (Societe Generale Group) RUB monetary marketable security Fixed 5,302
Banco do Brasi BRL monetary marketable security Fixed 131
Banco Itau BRL monetary marketable security Euribor 1,532
Branco Bradesco BRL monetary marketable security Fixed 1,043
Total 13,999
Fair value as at
Financial institution Type Index December 31, 2011
in thousands US$
Crédit Agricole group € 1 month fixed term deposit Fixed 2,476
BNP Paribas € 6 months fixed term deposit Fixed 77
Total 3,253
Fair valueasat
Financial institution Type I ndex December 31, 2010in
thousands US$
Crédit Mutuel group € monetary marketable security Eonia 1,267
Banques Populaires € monetary marketable security Euribor 540
Crédit Mutuel group € 6 months fixed term deposit Fixed 795
Crédit Agricole group € 1 month fixed term deposit Fixed 796
Banques Populaires € 6 months fixed term deposit Fixed 1,723
Total 5121

13. EQUITY ATTRIBUTABLE TO THE COMPANY'SEQUITY HOLDERS

Consolidated reserves, including net income for the period and other reserves, can be analyzed as follows:

December 31
2012 2011 2010

Foraco International share premium and retained €arnings.........cooveveeererereerenenens 135433 119,633 109,533
Reserves of consolidated SUbSIAIANies. ........cceereecccceee e 84,249 39801 27,809
(1 0= Q== = YT (7,820)  (3,393) 4131

Total CONSOIIAALEA FESENVES. ...ttt 211862 156,041 141,473

Under French law, dividends can be paid only from the reserves of the parent company (Foraco International).
As at December 31, 2011, the value of distributable reserves amounted to € 98,755 thousand (€ 82,595 thousand
as at December 31, 2011 and € 81,706 thousand as at December 31, 2010).

All sharesissued by the Company have a par value of € 0.015 and were fully paid.
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Itemsincluded in other reserves can be analyzed asfollows:

December 31,
2012 2011 2010

Employee share-based compensation, Net Of taX .........coceeerrreeenrinnienerinieeneene 3,370 3,135 3,352
Use of treasury shares (NOLE 13) ......ccceorrieeieririeeie e (3,735) — —
Currency trandation differences and net investment hedge, net of tax............... (7455)  (6,528) 779
OLNE FESEIVES....uiiiiee ettt b e sttt (7,820) (3,393) 4131

Acquisitions funded through issuance of shares

In 2010, the Company funded the acquisition of Adviser mainly through the issuance of 14,935,750 new shares
of the Company and the issuance of 4,756,539 warrants to acquire shares of the Company, exercisable after two
years following closing at no additional consideration, warrant holders being indemnified for dividends paid
until the exercise date. The corresponding increase in share capital amounted to US$ 278 thousand with a share
premium amounting to US$ 46,418 thousand.

In 2012, the Company funded the acquisition of Servitec partly through the issuance of 3,516,509 new shares of
the Company and the transfer of 1,300,000 treasury shares. The corresponding increase in share capita
amounted to US$ 70 thousand with a share premium amounting to US$ 20,232 thousand for the portion
corresponding to the issuance of new shares and with a share premium amounting to US$ 3,735 thousand for the
portion corresponding to the use of treasury shares.

In 2012, the Company funded the acquisition of JND partly through the authorization to issue 7,000,000
common shares purchase warrants which will entitle the vendors to receive for no additional consideration
6,000,000 common shares in Foraco and up to 1,000,000 additional Foraco shares depending on certain market
based performance conditions. The corresponding increase in share premium amounted to US$ 14,452
thousand.

Treasury sharestransactions over the periods presented

In 2010, 149,300 shares were acquired under an additional Normal Course Issuer Bid (NCIB) filed with the
TSX at an average price of CAD 2.55. In July 2010, the vesting period of the second tranche for the French plan
n°1 expired. 253,000 treasury shares were delivered to the beneficiaries that have been continuously employed
by the Company throughout the vesting period.

The Company filed a notice on March 11, 2011, in respect of an additional NCIB with the TSX. The Company
may purchase additional common shares up to 1,000,000. On December 23, 2011, the Company filed a notice to
increase the NCIB from 1,000,000 to 1,500,000 shares. For the year ended December 31, 2011, the Company
purchased 1,052,200 of its own shares at an average purchase price of CAD 3.11 per share.

The Company filed a notice on September 27, 2012, in respect of an additional NCIB with the TSX. The
Company was entitled to purchase up to 1,500,000 additional common shares. As at December 31, 2012, the
Company had purchased 634,400 of its own shares at an average purchase price of CAD 2.66.

As at December 31, 2012, the Company owns 724,898 of its own shares (1,271,700 as at December 31, 2011
and 845,500 as at December 31, 2010).

Equity incentive plan (* Free share plan”)

The Company implemented in 2007 a free share plan authorized by the ordinary and extraordinary genera
meeting of shareholders held in June 2007. The total number of sharesto be transferred under the free share plan
is limited to 3% of the issued and outstanding share capital of the Company on the date grants are made. Such
awards are considered as share based payment transactions (see Note 20). A first tranche and second tranche
under the free share plan were for 512,000 and 424,000 shares in 2007 and 2008, respectively. Shares to be
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transferred under the plan upon completion of vesting conditions will be purchased by the Company and there
will be no increase in share capital. These awards are taken into account when appropriate in the determination
of the Diluted Earnings per share (see Note 24). On July 18, 2009, 165,000 common shares awarded to
employees were vested. The corresponding accumulated amount recognized with in Other Reserves was
transferred to Share Premium for €290 thousand. On September 25, 2009, the Company granted to employees
531,000 additional common shares corresponding to the third tranche of its Equity Incentive Plan. Those stock
awards are subject to certain vesting conditions.

On May 18, 2010, the shareholders genera meeting approved the implementation of a new free share plan
covering the periods 2010-2012 (2™ free share plan). In October 2010, the Company granted to employees
500,000 additional common shares corresponding to the first tranche of the second Equity Incentive Plan. Those
stock awards are subject to certain vesting conditions. In July 2011, 626,000 common shares awarded to
employees were vested. The corresponding accumulated amount recognized with in Other Reserves was
transferred to Share Premium for US$ 1,300 thousand. In September 2011, the Company granted to employees
809,000 additional common shares corresponding to the second tranche of its second Equity Incentive Plan.
Those stock awards are subject to certain vesting conditions.

Reconciliation of the share capital and premium

The reconciliation of the share capital and share premium at the beginning and end of the year presented is
summarized as follows:

Number of Ordinary Share Premium
shares sharesin in thousand
thousand US$ uUss

Asat January 1, 2010......ccccovrreerermnineneeenesee e 58,797,800 1,190 33,837
Acquisition Of treasury SNar€S ........ccocvvvvievesesieeeeseseseseeseseenens (153,300) — (373)
Treasury shares transferred in connection with acquisition........... 19,692,289 278 46,418
Treasury shares transferred in connection with equity incentive
plan (Vested Shares) ......ccccoeieiererie e e 253,000 — 466
Asat December 31, 2010......ccviirririnerieeerieee e 78,589,789 1,468 80,348
Acquisition Of treasury SNareS ........ccocoererenerieeeeree e (1,052,200) — (3,272
Treasury shares transferred in connection with equity incentive
plan (Vested Shares) ......ccoceveieiererieeeeee e e 626,000 — 1,300
Asat December 31, 2011 ..o 78,163,589 1,468 78,376
Acquisition Of treasury SNareS ........ccooveeerenerienieeseesese e (1,082,198) — (3,667)
Shares issued and treasury shares transferred in connection with
BCQUISTTION .ottt e e 4,816,509 70 20,232
Treasury shares transferred in connection with equity incentive
plan (Vested Shares) ......ccccoeieiererie e e 329,000 — 1,331
CoNVersion Of WarrantS........ccoeeereeeereeriese e — 91 (91)
Asat December 31, 2012.......ccccoiirrirenerieeeriee e 82,226,900 1,629 96,181
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As a December 31, 2012, the capitd stock of the Company amounted to US$ 1,629 thousand, divided into
82,951,798 common shares excluding warrants and including treasury shares. Warrants issued as part the
acquisition of JND will be converted in 2013. The total common shares and warrants of the Company are
distributed as follows:

Number of

shares

Common shares held directly or indirectly by principal shareholders .........cocovvvveiirvcccesrcee e 37,596,497
Common shares held directly or indirectly by individualsin their capacity as members of the Board of

D= 0t (0 OSSPSR 2,254,322

Common shares held by the COMPENY ...t e s 724,898

Common shares Neld Dy the PUDIIC ... bbb s 42,376,081

Total common sharesand warrantsissued and oUtSTANAING ......cccovreirrreeienree s 82,951,798

Common shares held by the COMPENY ... bbb s (724,898)

Total common sharesand warrantsissued and outstanding net of treasury shares.........ccocceeeverenene. 82,226,900

*In the table above, the shares owned indirectly are presented for an amount corresponding to the prorata of the
ownership interest

As part of the acquisition of IND, the Company is likely to issue shares following the granting of warrants to the
benefit of the sellers. The best estimate of the corresponding number of shares to be issued is 6,665,620. These
shares not yet issued are not included in the table above.

Number of sharesoutstanding

Asat January 1, 2010, 59,743,000 shares were issued, among which 1,049,700 common shares were held by the
Company. On May 26, 2010, as aresult of the acquisition of Adviser, 14,935,750 new shares were issued along
with 4,756,539 warrants at no issuance price. As a December 31, 2010 and 2011, the number of shares was
74,678,750 aong with 4,756,539 warrants. During the year 2012, there was an increase in share capital related
to the acquisition of Servitec by 3,516,509 shares. As at December 31, 2012, 82,951,798 shares were issued,
among which 724,898 common shares were held by the Company.

14. BORROWINGS
Financial debt consists of the following:

December 31,
2012 2011 2010

Non-current

(010> 7= 101G 11107 1070 R 56,305 6,205 1,528

Finance 1€aS2 ObliGatioNS.........ccovrrieeeres e e 5427 11,087 9,831
61733 17292 11.359

Current

BanK OVENAIatS......c.oveiiirerirerererererer s e 26,115 7,640 1,832

Obligation under assignment of trade recalvables...........ccovvevvvvcccnre e 13,026 10,886 12,784

(010> 7= 101G 11107 1070 R 18,043 4574 5643

Finance 1€as2 ObliGatioNS.........ccovrereeire e 10,117 8,812 10,073

67301 31912 30332

As part of the acquisitions of Servitec and JND, the Company obtained bank financings for an amount of
€ 41,000 thousand bearing interest at 2.3% and reimbursable over 5 years.

Certain European subsidiaries of the Company transferred receivable balances amounting to US$ 13,026
thousand to banks in exchange for cash during the year ended December 31, 2012 (US$ 10,886 thousand in
2011 and US$ 12,784 thousand in 2010). These transactions were accounted for as an assignment of trade
receivables with recourse (or collateralized borrowing). In case the entities default under the assignment
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agreement, banks have the right to receive the cash flows from the receivables transferred. Without default, the
entities will collect the receivables and allocate new receivables as collateral.

Asat December 31, 2012, maturity of financial debt can be analyzed asfollows:

Maturity Lessthan Betweenone Morethan Total
onevear andfiveyears fiveyears

Bank overdraftS.........ccceeeeeieeeeceecrecreseeeeceesee ettt 26,115 — — 26,115

Obligation under assignment of trade receivables................. 13,026 — — 13,026

Other bank fiNaNCING........coeueerrireererreee e 18,043 56,305 — 74,349

Finance lease obligations..........ceoirreenniniecnreeeeeene 10,117 5,428 — 15,245

Total financial debt .........cccevvveeiveeiiceeee e 67,301 61,733 — 129,034

As at December 31, 2012, the estimated fair value of financial debt, determined based on the discounted value of
future cash flows (principa and interest) at Euribor 3m, plus a spread amounting to 250 b.p., amounted to US$
132,915 thousand compared to a carrying amount of US$ 129,034 thousand.

Lease liabilities are effectively secured as the rights to the leased asset revert to the lessor in the event of default.

The carrying amounts of the Company’ s borrowings are denominated in the following currencies:

December 31,
2012 2011 2010

T 85,773 17,292 3,626
CaNadiaN dOHAIS......ccveeerieeie e et be s b bbb se b sae b srenens 9,792 787 3,007
AUSITAliaN AOIAIS.......ceieietice e e s e b 800 744 4,604
US OGS ..ottt st sttt et s s bese et saebesbenesbe e ebeaesesnenens — 2,409 2,204
ChIlEAN PESDS.......ceeevcteeceetetee ettt ettt st se s st essassesteb e s se e tese s sentens 25281 26,945 27,769
RUSSIAN RUDIES.......coeeeeieeceeeectetete sttt sttt ss st se s st ebe e sestebese s ssssenens 1,464 1,027 481
BraZilian REAL .......coveeevieeeceee ettt et b et srene 5,924 — —
Total fiNANCIAl AEDL ..o bbb 129,034 49,204 41,691

Used and unused short term credit facilities amount to US$ 106 million out of which US$ 39.1 million was used as
at December 31, 2012. These facilities are granted on ayearly basis and subject to review at various dates.

Tota financial debts include collateralized borrowings of US$ 28.6 million:

»  Obligations under assignment of receivables for US$13,026 thousand are secured for an equivalent amount
by receivables that have been transferred; and

»  Finance |lease obligations amounting to US$15,245 thousand are secured by related | eased assets.

15. CONSIDERATION PAYABLE RELATED TO ACQUISITION

In 2012, in connection with the acquisition of Servitec (see note 7), the Company has an option to acquire and
the current shareholders of Servitec have an option to sell the remaining 49% after three years. The
corresponding purchase consideration will depend on a formula based on the average 2012, 2013 and 2014
EBITDA of Servitec and on the net cash as at December 31, 2014. The present value of the cash consideration
payable for this second step of acquisition amounts to US$ 44,358 thousand as at December 31, 2012.

In 2010, in connection with the acquisition of EDC (see note 7), the Company entered into an agreement
settling the final amount payable at US$ 7.6 million, of which US$ 3.8million was payable in the first quarter of
2011 and the remainder in the second quarter of 2011 once al closing conditions have been finalized. This
amount was classified within current liabilities.

In 2010, in connection with the acquisition of Adviser (see note 7), the Company issued 4,756,539 warrants.
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Under the terms of the share purchase agreement, warrants are entitled to receive a sum equivalent to dividends
paid to common shareholders until the conversion of their warrants. The estimated compensation to be paid to
warrant holders amounted to US$ 391 thousand and was recognized as a current liability. This amount was paid
in 2012.

16. DEFERRED INCOME TAX

The French companies of the Group fall under the French consolidation tax regime.

The components of the net deferred tax liabilities recorded as at December 31, 2012, 2011 and 2010 are asfollows:

December 31,
2012 2011 2010

Assets

PENSION ODITGALIONS. ......cociirieiiiirieee et 160 167 121
Property and equipment depreciation differences...........ceoevrecennnccnnneerrreeene 1,351 869 1,328
L OSSES CArTied FOrWAIT......c.cucveeecicieieeicieiciee e 2,107 1,258 774
Tax deductible gOOAWIIL ..o e e 15,891 4966 7,586
Other tax temporary diffErenCeS...... oo s 3,602 725 996
LIS TSP 23111 7,984 10,805
To berecovered after 12 MONNS..........ccovrrrrrrrrrrrrrr s 17,334 3023 7,905
To be recovered Within 12 MONtNS ... 5777 4961 2,899
Liabilities

FINANCE IEASES ...ttt bbb bbbt (3883 (2,04) (1,717)
Property and equipment depreciation differences...........ccoevreennnecennneesrreeeene (1,336) (106) (2,180)
REVENUE FECOGNITION. ...ttt ettt (675) (449) (469)
Other tax temporary diffErenCeS...... oo (2,857) (1,367) (2,846)
LIS TSP (8756) (3976) (7.213)
To berecovered after 12 MONthS.........cooorriirreee e (6,567) (2,773) (5,769)
To berecovered within 12 MONthS ..o (2,189)  (1,203) (1,443)

The gross movement on the deferred income tax net position is asfollows:
December 31,
2012 2011 2010

Beginning Of the YEAr ..o e 4,008 3592 (1,737)
ACQUISITION OF SUDSIAIAY.....cvceeieeceereie et 12,530 — 6,177
Charged/(Credited) to the statement Of INCOME..........ccvrriinriricenrree e, (2,263) 498 (1,048)
EXChange differenCeS .........co e e (20) (82) 200
ENd Of tNEYEAN ... e 14,355 4,008 3,592

Deferred income tax assets are recognized for tax losses carried forward to the extent that the realization of the
related tax benefit through the future taxable profits is probable. As a December 31, 2012, US$ 3,107 thousand
(2011 - US$ 1,844 thousand) in tax losses carried forward are not recognized.

No deferred income tax liabilities have been recognized for the withholding tax and other taxes that would be
payable on the unremitted earnings of certain subsidiaries as such amounts are permanently reinvested.
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17. PROVISIONS

Provisions comprise of the following elements:

Pension & Provision for Other Total
Retirement tax uncertainty Provisions
Indemnities
Provison
At January 1, 2010 ......ccccverrereeererenneresenessesesesesenneees 400 397 35 832
Acquisition of Adviser Drilling SA ......ccccovvvevevrerenee, — — 129 129
Charged to income statement:
— Additional proviSions..........ccceceeeevereerenesseeneseneens 48 886 203 1,137
— Unused amountS reversed.........coveveeeenereneenereneens — — (34 (34)
WSS Mo (U100 Y| N — — — —
Exchange differences.......cccoveeevvevienesseenesseenenens (28) (30 (44) (103)
At December 31, 2010..........omvveemmreeeenreeeseereesnseeeons 420 1252 289 1961
At January 1, 2011 .......ccoveverereeererenneeeresesseseseresenneees 420 1,252 289 1961
Charged to income statement:
— Additional proviSions..........ccceceeeevereerenesseeneseneens 7 — — 7
— Unused amounts reversed .........ceeeeeeeeieieieienenns — — — —
(WSS Mo (U100 Y| (22) (328) — (350)
Exchange differences.......cccoveeevvevienesseeneseseenenens (10) (28) (7 (45)
At December 31, 2011.....c.ccoeuereerrininieieieieeieieie e 395 896 282 1573
At January 1, 2012 .......ccceevrereererenneeneressenesesessnneees 395 896 282 1573
Charged to income statement:
— Additional proviSions..........ccceceeeevereerenesseeneseneens 73 — 101 174
— Unused amountS reversed.........coveveeeenereneeenerenens (8) — — (8)
(WSS Mo (U100 Y| (12) — — (11
Exchange differences.......ccovveevvevvenesseeneseseenenens 32 12 13 57
At December 31, 2012......ccovvereererennerenerenseneneresenneees 481 908 396 1,785
The analysis of tota provisionsisasfollows:
December 31,
2012 2011 2010
LT 1= 0| SO SET ST ST STP 914 896 364
Non-current (retirement and litigation) .......coeeeererereiirerseere e 871 677 1597
L0 = To T 178 1573 1961

The Company faces various forms of litigation and legal proceedings throughout the normal course of business.
The Company records a provision for these risks based on its past experience and on facts and circumstances
known on the balance sheet date. The Company's Management is of the opinion that the expensesto be incurred in
resolving such affairs will not have a significant additional impact on its consolidated financial situation, income or
cash flows.

The Company operates in various tax jurisdictions and is subject on a regular basis to tax audits. A provision
amounting to US$ 908 thousand was recognized as at December 31, 2012 (US$ 896 thousand as at December 31,
2011 and US$ 1,252 thousand as at December 31, 2010) to reflect the Company’ s best estimate of its exposure.
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18. RETIREMENT BENEFIT OBLIGATIONS

Substantially all of the Company's employees, with the exception of those in France, are covered under
Government-sponsored health and life insurance benefit plans. Accordingly, the Company has no significant
liability to its employees in terms of post-retirement benefits other than pensions and therefore no provision is
made.

In France, the Company contributes to the nationa pension system whereby its obligations to employees in terms
of pensions are restricted to a lump-sum length of service award payable at the date the employee reaches
retirement age, such an award being determined for each individual based upon years of service provided and
projected final salary.

The pension obligation has been estimated on the basis of actuarial assumptions and retirement ages conforming
with the law applicable in France, including:
December 31
2012 2011 2010

[T 1 w0 TU ) = (R 2.8% 4.6% 4.6%
1= L0 I = = 225% 225% 2.25%

These retirement indemnities are not funded nor covered by pension plan assets. Except in France, the Group does
not maintain defined benefit obligations in other country where it operates.

Payments made by the Company for defined contribution plans are accounted for as expenses in the income
statement during the period in which they were incurred.

19. TRADE AND OTHER PAYABLES

Trade and other payables consist of the following:

December 31,
2012 2011 2010

LI 0 (7= Y 0L 24791 27,953 21,773
Social SecuUrity and OthEr tAXES.......ccviveererercee e 17471 12,304 9,744
VAT / GST and other tax payable.........coeevrrrcerrrecce e 5,269 5,382 4,026
Down payments frOm CUSLOMENS .........coueuerererereeerereriereesesissesesesessssesesessessesessssssesesenes 5,781 3,756 3,191
D = =0 T o]0 =T 16 15 197
Non-controlling interest dividends payable .........ccooeveevrcceensseerss e — 2,077 —
Other miscellaneous PAYADIE .......cccveveeererrccer e 135 48 93
Tradeand other PayabIes...........ccovcicvcveiiiecce e 53463 51535 39,024

VAT / GST and other tax payable mainly comprise tax payables to African countries.

Trade and other payables are denominated in the following currencies:
December 31,
2012 2011 2010

€, CFA Francs or CFP FranCs (1) .....ccerevereerereresesrseresansesenesessesesssessesssssesssssssnsssnsesenes 8589 15043 10,905
CaNadiaN dOHAIS......ccveievieeteceee ettt s be e b bbb e b e b srenens 5,036 6,130 5,976
AUSITAliaN AOIAIS......vceveeticce e e s e 6,204 3,868 2,494
[0S0 o] =TT 1,636 2,686 1,359
ChilEAN PESOS & UF ...ttt ettt asasas sttt e aneens 21,936 16,761 13,749
RUSSIAN RUDIES........coeeeeeeeteeeeecieeteee sttt st st se s st ese s s tebe e sesaebese s ssssenens 992 2,984 2,368
ONEN CUITENCIES. ...ttt be e s st se et sae b sbenesbenesbennebenenes 9,070 4,063 2,173
Tradeand other Payables...........ccoceiicececeeecce et 53463 51535 39,024

(1) CFA Francs and CFP Francs have a fixed exchange rate with €
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20. EXPENSESBY NATURE
Operating expense/(income), net by nature are as follows:

December 31
2012 2011 2010

Depreciation, amortization and impairment Charges .......ccoveerervererereresseneseneenens 36,540 28,804 20,018
Provision inCrease/(FEVEISAl)......couoveeirerineeres et sesens 251 373 (55)
Raw materials, consumables used, and other external COStS.........covvrrrrrrrirenene 158,227 125414 71,088
Employee BENEfit EXPENSE .....vciice e 138,479 101,307 54,651
(0107 = (0= 1 = TS 2,408 2,149 1,476
Other operating expense/(iNCOME), NEL.........cccovvreerererreererereere e seeeens (13,375) (328) (40)
Total of OPEratiNg EXPENSES.......ccvcveeeiectetreeete ettt anaens 322,530 257,719 147,139
Number of employees (Unaudited) ..........oueeererrcerrrecre e 3,349 2,759 1,988

21. SHARE-BASED COMPENSATION

The effect on the income statement of equity instruments awarded as part of the PO and the Company’ s Equity
Incentive Plan are as follows:

December 31,
2012 2011 2010

512,000 free common Shares in 2007 .........occeeveieereeeereneee et seenes — 115 220
424,000 free common ShareSin 2008...........ccceeieeeireeireieereneeeseee e seesessesesseseens 47 66 244
531,000 free common Shares in 2009...........ccvvueieereieereneeeseeee et seenes 45 230 274
500,000 free common Shares in 2010.........ccccevuererreeeerineee et nenes 333 417 100
809,000 free common ShareSin 2011 ........cccoceeieeieeiiecreeeeceeereere e e 983 255 —
804,000 free common ShareSin 2012........ccccceeieeieeeie ettt ere s 158 — —
Total of non-cash share-based compensation EXPENSES........cccveeereeeeeeeeenens 1,566 1,083 838

Movements in the number of free shares and warrants outstanding date are as follows:

Free shares Warrants
(CTE=T011= 0 T o 1020 [0 1 2RO 512,000 833,350
Granted iN 2008..........eoeeeie et eeee st e e rte e st e e st e s st e s sae e st e s saessabessaeessabessanessneeas 424,000 —
Granted iN 2009..........uee et ceeee et eeee s e e ree st e s e s st e s sa e s st e s saessabessaeessabessanessnenas 531,000 —
VESLEA 1N 2009. ...t ee ettt e st e et e e st e s s ae s st e s seessabessaeessasessseessressssnessrns (156,000) —
FOrfeited iN 2009.........cooiiiiiccee ettt st sbee e s s sbe s s be s e sbessbesssbesssbessressaresans (7,000) (833,350)
(=T o I T o 10220 1 O 500,000 —
V= (<o T 102 0 1 O T (253,000) —
0 (= 0= o T 22 S (10,000) —
(T o I T o 10220 1 I 809,000 —
V= (<o T 12 0 1 5 (626,000) —
FOrfEItEd IN 2010 . ...oeoeeeeeeeee ettt s e e s e steees eeesteessbessssessbesssressreeans (123,000) —
(CTr=T011= 0 T o 1020 22RO 804,000 —
VESIEA 1N 2012 ..ottt ettt e e st e e e s st eeeae seabessaeeesaseesseessresssanessres (329,000) —
FOrfERIEA 1N 2002.......eieeeeeeeeee ettt ettt e s e ae e s e s e st e e sbe s s stessabessbessarenans (298,000) —

Outstanding as at December 31, 2012 .........cccceerereeereneereneneee e 1,778,000 =
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Considering the vesting conditions described below, free shares outstanding at year end have the following

expiry date:

2012
2010 —
2002, —
2013 502,000
2004 426,000
2015, 309,000
2016....cereieeieeeree e, 541,000
Freesharesoutstanding ................ 1,778,000

December 31
2011 2010
— 687,000
329,000 374,000
529,000 193,000
268,000 287,000
475,000 —
1,601,000 1,541,000

Other share-based payment transaction with employees (see Note 13)

Awards under the Company’s free share plan are within the scope of IFRS 2, Share-based payment as they are
issued at a price that is less than the fair value of those equity instruments. From grant date, the Company will
amortize over the corresponding vesting period the fair value of the free common shares granted to employees.
Thereis no performance condition under Company’ s equity incentive plan.

The main provisions of this share plan are as follows:

First tranche awarded in 2007

e Grant date
Number of free shares issued
Vesting period for the French plan
Vesting period for the International plan
Fair value of common shares at grant date
Anticipated turnover
Tota fair value of the plan

Second tranche awar ded in 2008

e Grant date
Number of free shares issued
Vesting period for the French plan
Vesting period for the International plan
Fair value of common shares at grant date
Anticipated turnover
Tota fair value of the plan

Third tranche awarded in 2009

e Grant date
Number of free sharesissued
Vesting period for the French plan
Vesting period for the International plan
Fair value of common shares at grant date
Anticipated turnover
Tota fair value of the plan

September 2007
512,000

2 years (1)

4 years

CAD 2.70

Nil

CAD 1,382 thousand

October 2008
424,000

2 years (1)

4 years

CAD 1.95

Nil

CAD 827 thousand

September 2009
531,000

2 years (1)

4 years

CAD 151

Nil

CAD 802 thousand
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Second Free Share plan

First tranche awarded in 2010

o Grant date October 2010
. Number of free sharesissued 500,000

. Vesting period for the French plan 2 years (1)

. Vesting period for the International plan 4 years

. Fair value of common shares at grant date CAD 2.39

. Anticipated turnover Nil

Total fair value of the plan

Second tranche awarded in 2011

CAD 1,195 thousand

. Grant date September 2011
. Number of free sharesissued 809,000
. Vesting period for the French plan 2years(1)
. Vesting period for the International plan 4 years
. Fair value of common shares at grant date CAD 3.59
. Anticipated turnover Nil
Total fair value of the plan Can$1,705 thousand
Third tranche awar ded in 2012
. Grant date September 2012
. Number of free sharesissued 804,000
. Vesting period for the French plan 2years(1)
. Vesting period for the International plan 4 years
. Fair value of common shares at grant date CAD 3.16
. Anticipated turnover 10%

Total fair value of the plan

CAD 1,798 thousand

(1) Plusan additional 2-year lock up period following vesting date.

The impact of these non cash share-based compensations is presented within “Cost of sae” or “General and
administrative expenses’ depending on the empl oyee benefiting from the award.

The dilutive effect of these awards, if any, is taken into account in the calculation of the diluted earnings per
share (see Note 24).

22. FINANCE INCOME AND FINANCIAL EXPENSE

Financial income and expense consists of the following:

December 31,
2012 2011 2010

.............................. (4,374) (3,806) (1,637)

GainNs 0N SNt tEXM EPOSITS....c.coveuiererieieeririe et et e 218 66 212
OBNEN <.t b bR bR R R bbb R b bbb b bbb R rererena (474) 351 —
FINANCE COTES... ettt et ettt st st ettt bens (4,630) (3,389) (1,425)

23. INCOME TAX EXPENSE

The income tax rate applicable in France is 33.33% in 2012 excluding the impact of certain additional
considerations depending upon the size of the company. The Group also operates in certain countries in which
effective rates of tax may be different.

43



FORACO INTERNATIONAL
Audited consolidated financial statements as at December 31, 2012

Income tax expenseis presented as follows:
December 31,
2012 2011 2010

CUITENE EBX eeveveeeeeeeeeeeeeeeeesesssseeseee et eeessese e eesseee e seeessees s eeeseeess e (5579) (9,117) (3,096)
DIEFEITEU EAX .....veveeeeeeeeeeeee e seeeseeeee e seeseeees e seeseeees e eesseee e essees oo (2163)  (498) (1,049)
L (7.742) (9616) (4.144)

The reconciliation between the income tax expense using the French statutory rate and the Company's effective tax
rate can be analyzed asfollows:
December 31
2012 2011 2010

Income (loss) befor e taxes and share of profit from associates..........ccoceevvereeerererieeens, 40,359 40,030 15,475
Tax calculated at French tax rate (33.33% for 2012) .......ccveveevevcererereeereseseeee s eesesesenens 13453 13,782 5,125
Impact of the adjustment of the consideration payable for the second phase of the

BCAUISITION Of SENVITEC.....cuiiieeieeerererieere ettt st st ne e s s (4,434) — —
Effect Of different taxX rateS ......cvo e e (2,602) (5,190) (2,785)
TaX provisSion (SEENOLE 19).....cccueeirerericererer et s e e seees — — 886
Share-hased PayMENt EXPENSE .....c.cov e nsenens 522 361 279
Changeintax rateat FrenCh [EVE ..o — 25 —
Expenses not deductible for tax PUIPOSES.........cceerririeererr et s e sessenenene 382 198 128
UNreCogNi ZEA taX @SSELS.....ccuiveverirereriereesesieseesesassssesesessesesesessesessessessnssessnsssssessnsessssssnsessnnnn 421 439 510
TOAL ettt bbbttt bbbttt 7742 9616 4,144

24. EARNINGS PER SHARE
Excluding the impact of the considered acquisition of the non-controlling interest related to Servitec

Basic earnings per share are calculated by dividing the profit attributable to equity holders of the Company by the
weighted average number of ordinary shares in issue during the year excluding shares purchased by the Company
and held as treasury shares. The Company has issued certain dilutive equity instruments under its free share plans
(see Note 13 and 21).

December 31,

2012 2011 2010
Profit attributable to equity holder s of the Company in thousands of USS.... 27,130 27,027 9,073
Weighted average number of ordinary sharesin issue before dilution................... 81,849,841 78,323,743 70,634,453
Basic earningsper share (US centSper Share).......ccccoveeenenreeenenesiseeseresienenes 33.15 34.51 12.85
Weighted average number of ordinary sharesin issue after dilution (1)................ 82,987,554 78,901,466 71,491,989
Diluted earnings per share (US centSper Share) .......coeceeevereeenererieeeseseneenenes 32.69 34.25 12.69

(1) Reflect the effect of free shares issued and outstanding at each reporting period end (see Note 21). A calculation is performed to
determine the number of shares that could have been acquired at fair value (determined as the average annual market share price of the
Company’s shares) based on the monetary value attached to outstanding free shares and warrants. The number of shares calculated as
above is compared with the number of shares that would have been issued. Only free shares have a dilutive effect over the period presented.

Including the impact of the considered acquisition of the non-controlling interest related to Servitec
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The Company is in the process of acquiring the non-controlling interests of Servitec for which the consideration
payable is recorded as a liability and for which no dividends will be paid prior to the acquisition. The earnings per
share assuming that the acquisition of the non-controlling interest has taken place on April 20, 2012 are asfollows.

2012 2011 2010
Basic earningsper share (US centsper Share)........coeeeeeevereenenerineccenenens 35.67 3451 12.85
Diluted earnings per share (US centsper share) ........cccevveenenereneecenenens 35.18 34.25 12.69

25. DIVIDENDS PER SHARE

On March 4, 2013, the Board of Directors proposed a dividend payment of CAD 0.055 per common share (€ 0.053
in 2011 and € 0.028 in 2010) to be approved by shareholders at the Company’s Annual General Meeting on May
22, 2013.

26. COMMITMENTSAND CONTINGENCIES
The guarantees given are the following:

December 31
2012 2011 2010

Bid BONAS ...t 364 197 482
Advance payment guarantees and performance guarantees..........cevevveveeerererereeenennns 19,013 13364 18,351
RELENTION QUAIBNTEES. .....c.cveveeerereeieecres st ere s eree s s et s s se s ene s sene e sensenens 1,319 2,805 4,545
FINanCial QUAIaNtEES.........covcueererieieeres s teee st ree et s e e s e e ene e ansenenes 2,113 2,785 4,243
L1 - T 22,809 194151 27,622

The Company entered into an operating lease with a related party in respect of its premisesin Lunel (see Note 27)
for a term of nine years with an annual rent of € 200 thousand. This lease will end in 2015 representing a total
remaining commitment amounting to € 600 thousand.

Other operating lease commitments for future periods are not material as at December 31, 2012, 2011 and 2010.
Generadly, the Company is subject to legal proceedings, claims and legal actions arising in the ordinary course of
business. The Company's management does not expect that the ultimate costs to resolve these matters will have a
materia adverse effect on the Company's consolidated financial position, results of operations or cash flows.

27. RELATED-PARTY TRANSACTIONS

As a December 31, 2012, the companies under the control of management hold 45.3% of the shares before
dilutive instruments. 51.5% of the shares are listed on the Toronto Stock Exchange (excluding treasury shares

owned by the Company).

The key management compensation is asfollows:

Wages, Shar e-based
attendance fees payment Other
In thousands € and bonuses expense benefits Total
Key Management.........ccoeevieereene e seeseeseeie e see e 1,611 — — 1611
Board of Directors members other than key management...... 100 — — 100
Year ended December 31, 2012........cccocvvevineinininnenins 1711 — — 1711
Key Management..........cooeeieereene e e 1,321 — — 1321
Board of Directors members other than key management ...... 70 — — 70
Year ended December 31, 2011.......ccccocvvevevvneennneeenenienes 1,391 — — 1391
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Wages, Share-based
attendance fees payment Other
In thousands € and bonuses expense benefits Total
Key Management.........ccoeevieereereeieseeseeseee e seeenee e 1,163 — — 1,163
Board of Directors members other than key management...... 62 — — 62
Year ended December 31, 2010.......ccccveveeeieecvieeenrer e 1,225 — — 1,225

The Company did not contribute to any special pension scheme for management.

The Company paid during the year to a related party certain lease rentds amounting to € 200 thousand (€ 200

thousand in 2011 and € 196 thousand in 2010).

During 2011, the Company entered into a drilling contract with a company of which one of Foraco's Board
members is a Director. This transaction was negotiated independently from the related party and represented
US$2,129 thousand revenue for the period ended December 31, 2011. During 2012, there is no drilling contract

with a company of which one of Foraco’s Board membersis aDirector.

The Company has not carried out any other transactions with related parties.

28. EVENTSAFTER THE BALANCE SHEET DATE

On March 4, 2013, the Board of Directors proposed a dividend payment of CAD $0.055 per common share to be
approved by shareholders at the Company’s Annual General Meeting on May 22, 2013.

29. CONSOLIDATED SUBSIDIARIES

The consolidated subsidiaries are as follows:

Country of Direct and indirect percentage
Subsidiaries incorporation of shareholdings

Foraco International S.A. France n.a

Foraco SASU France 100%
Géode International SASU France 100%
Foraco Management SASU France 100%
Foraco Resources SASU France 100%
Forafrique International SASU France 100%
Foraco Canada Ltd. Canada 100%
Foraco Pacifique SASU New Caledonia 100%
Foraco Australia Pty Ltd Australia 100%
John Nitschke Drilling Pty Ltd Australia 100%
Foraco Cl SA Ivory Coast 100%
Foremi S.A. Ivory Coast 51%

Foraco Subsahara Chad 100%
Foraco Senegal Senegal 100%
Foraco Niger S.A. Niger 100%
Foraco Sahel Sarl Mali 100%
Foraco Guinée Sarl Guinea 100%
Foraco Ghana Ltd Ghana 100%
Foraco Congo Sarl Congo 100%
Foraco Burkina Faso Burkina Faso 100%
Foraco Peru SAC Peru 100%
Foraco Chile SA Chile 100%
Foraco Argentina SA Argentina 100%
Adviser Mexico SA Mexico 100%
Eastern Drilling Company Llc Russia 50%
WFS Sondagem S.A. Brazil 51%
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