Edgar Filing: IVANHOE ENERGY INC - Form 10-Q

IVANHOE ENERGY INC
Form 10-Q

May 09, 2013
Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

Form 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(D)

OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended March 31, 2013

Commission file number: 000-30586

Ivanhoe Energy Inc.

(Exact name of registrant as specified in its charter)
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Yukon, Canada 98-0372413
(State or other jurisdiction of (IRS Employer
incorporation or organization) Identification No.)

654-999 Canada Place
Vancouver, BC, Canada V6C 3E1
(604) 688-8323

(Address and telephone number of the registrant s principal executive offices)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. p Yes = No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). = Yes = No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See definitions of large accelerated filer , accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.

Large accelerated filer ~ Accelerated filer b

Non-accelerated filer Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). ~ Yes b No

As at April 30, 2013, Ivanhoe Energy Inc. had 114,824,253 common shares outstanding with no par value.
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ITEM1. FINANCIAL STATEMENTS

IVANHOE ENERGY INC.

Condensed Consolidated Statements of Financial Position

(Unaudited)

(US$000s)

Assets

Current Assets

Cash and cash equivalents
Restricted cash

Accounts receivable

Note receivable

Prepaid and other

Intangible assets
Property, plant and equipment
Long term receivables

Liabilities and Shareholders Equity
Current Liabilities

Accounts payable and accrued liabilities
Income taxes

Long term debt

Long term derivative instruments
Long term provisions

Deferred income taxes

Shareholders Equity
Share capital
Contributed surplus
Accumulated deficit

Nature of operations

PART I FINANCIAL INFORMATIO

March 31,
Note 2013

61,980
500
13,215
222
753

76,670

4 293,629
10,240

6,717

387,256

16,424

16,424
64,400
88
3,145
13,468

97,525

586,358
30,288
(326,915)

289,731

387,256

1

(See accompanying Notes to the Unaudited Condensed Consolidated Financial Statements)
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December 31,
2012

62,819
20,500
14,848
230
1,593

99,990
285,311
10,205
6,551

402,057

14,436
1,720

16,156
65,214
181
3,157
14,351

99,059

586,108
29,759
(312,869)

302,998

402,057
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IVANHOE ENERGY INC.
Condensed Consolidated Statements of Loss and Comprehensive Loss

(Unaudited)

(US$000s, except share and per share amounts)
Interest income

Expenses and other

Operating

General and administrative
Depreciation

Foreign currency exchange loss (gain)
Derivative instruments gain

Finance

Loss on debt repayment

Loss before income taxes

Recovery of (provision for) income taxes
Current
Deferred

Net loss and total comprehensive loss from continuing operations
Net income (loss) and total comprehensive income (loss) from discontinued operations

Net loss and comprehensive loss

Net loss per common share, basic and diluted
From continuing operations
From discontinued operations

Weighted average number of common shares
Basic and diluted (000s)

Note

Three Months Ended March 31,

2013
17

793

12,706
247

(1,338)
(90)
518

12,836

(12,819)

(41)
885

844

(11,975)
2,071)

(14,040)

(0.03)
(0.01)

(0.04)

344,280

(See accompanying Notes to the Unaudited Condensed Consolidated Financial Statements)
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2012
5

1,335
8,310
261
957
(287)
116
309

11,001

(10,996)

140

140

(10,856)
194

(10,662)

(0.03)

(0.03)

344,139
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IVANHOE ENERGY INC.
Condensed Consolidated Statements of Changes in Equity

(Unaudited)

(US$000s, except share amounts)
Balance January 1, 2012

Net loss and comprehensive loss
Share-based compensation expense

Balance March 31, 2012

(US$000s, except share amounts)

Balance January 1, 2013

Net loss and comprehensive loss

Funding of equity-settled share-based awards
Share-based compensation expense

Balance March 31, 2013

Note

Note

Share Capital
Shares
(000s) Amount
344,139 586,108
344,139 586,108
Share Capital
Shares
(000s) Amount
344,139 586,108
333 250
344,472 586,358

Contributed
Surplus

26,524

1,154

27,678

Contributed
Surplus
29,759

(132)
661

30,288

Accumulated
Deficit
(298,495)

(10,662)

(309,157)

Accumulated
Deficit
(312,869)

(14,046)

(326,915)

(See accompanying Notes to the Unaudited Condensed Consolidated Financial Statements)
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Total
314,137
(10,662)
1,154

304,629

Total
302,998
(14,046)
(132)
911

289,731
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IVANHOE ENERGY INC.

Condensed Consolidated Statements of Cash Flows

(Unaudited)

(US$000s)
Operating Activities
Net loss

Three Months Ended March 31,

Note

Adjustments to reconcile net loss to cash from operating activities
Depletion and depreciation

Share-based compensation expense

Unrealized foreign currency exchange (gain) loss

Unrealized derivative instruments gain

Current income tax expense

Deferred income tax (recovery) expense

Finance expense
Loss on debt repayment
Other

Current income tax paid

Share-based payments

Changes in non-cash working capital items 8

Net cash used in operating activities

Investing Activities
Intangible expenditures

Property, plant and equipment expenditures

Restricted cash
Long term receivables

Changes in non-cash working capital items 8

Net cash provided by (used in) investing activities

Financing Activities

Debt proceeds, net of transaction costs
Changes in non-cash working capital items 8

Net cash (used in) provided by financing activities

Foreign exchange (loss) gain on cash and cash equivalents held in a foreign currency

(Decrease) increase in cash and cash equivalents, for the period
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Table of Contents

(See accompanying Notes to the Unaudited Condensed Consolidated Financial Statements)

2013
(14,046)

247
1,186
(1,331)

(90)
41

(885)
518

(1,761)
(188)
(2,277)
(18,586)
(7,311)
(222)
20,000

(167)
5,494

17,794

(€)

(€))

42)

(839)
62,819

61,980

2012
(10,662)

1,836
1,236
1,049
(470)
348
336
116
309
1
(483)
(56)
(452)

(6,892)

(8,541)
(384)

(374)
4,135

(5,164)

37,282

37,282

144

25,370
16,890

42,260
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IVANHOE ENERGY INC.

Notes to the Unaudited Condensed Consolidated Financial Statements
(tabular amounts in US$000s, except share and per share amounts)

1. NATURE OF OPERATIONS

Ivanhoe Energy Inc. (the Company or Ivanhoe ) is a publicly listed limited liability company incorporated under the laws of Yukon, Canada.
Ivanhoe s common shares are listed on the Toronto Stock Exchange ( TSX ) and the NASDAQ Stock Market ( NASDAQ ). The principal corporate
office of Ivanhoe is located at 999 Canada Place, Suite 654, Vancouver, British Columbia, V6C 3E1. Our registered and records office is located

at 300-204 Black Street, Whitehorse, Yukon, Y1A 2M9 and our operational headquarters are located at 101-6th Avenue SW, 21st Floor,

Calgary, Alberta, T2P 3P4.

Ivanhoe is an independent international heavy oil development and production company focused on pursuing long term growth in its reserves
and production. Ivanhoe plans to utilize advanced technologies, such as its HTL technology, that are designed to improve recovery of heavy oil
resources. In addition, the Company seeks to expand its reserve base and production through conventional exploration and production of oil and
gas.

The March 31, 2013 unaudited condensed consolidated financial statements ( Financial Statements ) have been prepared using International
Financial Reporting Standards ( IFRS ) as issued by the International Accounting Standards Board ( IASB ).

The March 31, 2013 Financial Statements were approved by the Board of Directors and authorized for issue on April 23, 2013.

The Financial Statements are presented in US dollars and all values are rounded to the nearest thousand dollars except where otherwise
indicated.

2. BASIS OF PRESENTATION
2.1 Statement of Compliance

The Financial Statements have been prepared in accordance with IAS 34, Interim Financial Reporting ( IAS 34 ), using accounting policies
consistent with IFRS as issued by the IASB. The Financial Statements are not subject to qualification relating to the application of IFRS as
issued by the IASB.

The Financial Statements are condensed as they do not include all of the information required for full annual financial statements, and they
should be read in conjunction with the Company s annual consolidated financial statements for the year ended December 31, 2012 prepared in
accordance with IFRS issued by the IASB. The same accounting policies, presentation and methods of computation have been followed in these
Financial Statements as were applied in the Company s annual IFRS consolidated financial statements for the year ended December 31, 2012
except as discussed below.

2.2 Basis of Presentation

The Financial Statements have been prepared on an historical cost basis, except derivative instruments, which are measured at fair value.
2.3 Changes in Accounting Policy and Disclosures

i. IFRS 10 Consolidated Financial Statements ( IFRS 10 )

IFRS 10 was issued in May 2011 and sets a single basis for consolidation, that being control of an entity. IFRS 10 replaces portions of IAS 27,
Consolidated and Separate Financial Statements and Standing Interpretations Committee 12, Special Purpose Entities that provide a single

model on how entities should prepare consolidated financial statements. This standard was effective for reporting periods on or after January 1,

2013, with earlier adoption permitted. There were no changes to the consolidated financial statements as a result of the adoption of this standard.
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ii. IFRS 11 Joint Arrangements ( IFRS 11 )

IFRS 11, issued in May 2011, establishes principles for financial reporting by entities involved in a joint arrangement and distinguishes between
joint operations and joint ventures. IFRS 11 supersedes the current IAS 31, Interests in Joint Ventures and Standing Interpretations Committee
13, Jointly Controlled Entities-Non Monetary Contributions by Venturers . This standard was effective for reporting periods on or after
January 1, 2013, with earlier adoption permitted. There were no changes to the consolidated financial statements as a result of the adoption of
this standard.

Table of Contents 10
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iii. IFRS 12 Disclosure of Interests in Other Entities ( IFRS 12 )

IFRS 12, issued in May 2011, establishes a single set of disclosure objectives, and requires minimum disclosures designed to meet those
objectives, regarding interests in subsidiaries, joint arrangements, associates or unconsolidated structured entities. IFRS 12 is intended to
combine the disclosure requirements on interests in other entities currently located throughout different standards. This standard was effective
for reporting periods on or after January 1, 2013, with earlier adoption permitted. There were no changes to the consolidated financial statements
as a result of the adoption of this standard.

iv. IFRS 13 Fair Value Measurements ( IFRS 13 )

IFRS 13, issued in May 2011, defines fair value, sets out a single IFRS framework for measuring fair value and requires disclosures about fair
value measurements. IFRS 13 applies to IFRS that require or permit fair value measurements or related disclosures, except in specified
circumstances. This standard was effective for reporting periods on or after January 1, 2013, with earlier adoption permitted. There were no
changes to the consolidated financial statements as a result of the adoption of this standard.

v. IAS 28 Investments in Associates and Joint Ventures ( IAS 28 )

IAS 28 was amended in 2011 and prescribes the accounting for investments in associates and sets out the requirements for the application of the
equity method when accounting for investments in associates and joint ventures. This standard was effective for reporting periods on or after
January 1, 2013, with earlier adoption permitted. There were no changes to the consolidated financial statements as a result of the adoption of
this standard.

2.4 Standards and Interpretations Issued But Not Yet Adopted

The Company has reviewed new and revised accounting pronouncements listed below that have been issued, but are not yet effective. There are
no other standards or interpretations currently issued, but not yet adopted, that are anticipated to have a material effect on the reported loss or net
assets of the Company.

i. IFRS 9 Financial Instruments ( IFRS 9 )

The first phase of IFRS 9 was issued in November 2009 and is intended to replace IAS 39, Financial Instruments: Recognition and Measurement
( TAS 39 ). IFRS 9 uses a single approach to determine whether a financial asset is measured at amortized cost or fair value, as opposed to the
multiple rules in IAS 39. The approach is based on how an entity manages its financial instruments given its business model and the contractual
cash flow characteristics of the financial assets. The standard also requires a single impairment method to be used, replacing the multiple
impairment methods in IAS 39. IFRS 9 is effective for reporting periods beginning on or after January 1, 2015. The full impact of this standard
will not be known until the phases addressing hedging and impairments have been completed.

3. RESULTS OF DISCONTINUED OPERATIONS

Analysis of the results of discontinued operations and on the disposal of the assets of the Zitong Block and Pan-China Resources Ltd.,
constituting the discontinued operations, is as follows:

Three Months Ended March 31,

2013 2012
Revenue 7,909
Expenses and other 6,891
Net income before tax and before disposal 1,018
Income taxes 824
Net income after tax and before disposal 194
Pre-tax loss on disposal 2,071)

Table of Contents 11
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Tax on disposal
After-tax loss on disposal

Net income (loss) from discontinued operations
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(2,071)

(2,071)

194

12
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The loss on disposal for the three months ended March 31, 2013 consists of professional services rendered in connection with the disposal of the
assets constituting the discontinued operations.

The net cash flows attributable to the operating, investing and financing activities of the discontinued operations are as follows:

Three Months Ended March 31,

2013 2012
Operating activities (2,071) (342)
Investing activities (1,337)
Financing activities
Total cash flows (2,071) (1,679)

As at March 31, 2013, $12.8 million (December 31, 2012  $14.4 million) due from counterparties in the sale of discontinued operations was
included in accounts receivable in the consolidated statement of financial position.

4. INTANGIBLE ASSETS
Exploration and Evaluation Assets
Latin HTL Total Intangible
Asia Canada America Total Technology Assets

Cost
Balance December 31, 2011 17,203 133,452 31,178 181,833 92,153 273,986
Additions 424 8,334 25,561 34,319 34,319
Exploration and evaluation expense (2,968) (159) (19,867) (22,994) (22,994)
Balance December 31, 2012 14,659 141,627 36,872 193,158 92,153 285,311
Additions 642 5,746 1,930 8,318 8,318
Balance March 31, 2013 15,301 147,373 38,802 201,476 92,153 293,629

5. SHARE-BASED PAYMENTS

Share-based transactions were charged to earnings, as general and administrative or operating expenses, as follows:

Three months ended March 31, 2013 2012
Share-based expense related to

Equity settled transactions 911 1,154
Cash settled transactions 275 82
Total share-based expense 1,186 1,236

5.1 Stock Option Plan

Details of transactions under the Company s stock option plan are as follows:

Table of Contents 13



Outstanding, December 31, 2011
Granted

Exercised

Expired

Forfeited

Outstanding, December 31, 2012
Granted

Exercised

Expired

Forfeited

Outstanding, March 31, 2013

Exercisable, December 31, 2012
Exercisable, March 31, 2013

Table of Contents

Edgar Filing: IVANHOE ENERGY INC - Form 10-Q

Number of
Stock
Options
(000s)
15,748
3,083

(1,420)
(2,536)

14,875
7,261

(3,090)
(919)

18,127

9,031
5,765

Weighted Average

Exercise Price

(Cdn$)

2.14
0.93

2.05
2.17

1.89
0.74

1.62
2.25

1.46

2.10
2.23

14
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Shares authorized for issuance under the option plan at March 31, 2013 were 24.1 million (December 31, 2012  24.1 million).

The weighted average share price per option at the date of exercise for stock options exercised in the three months ended March 31, 2013 was nil
(2012 nil).

The weighted average fair value of stock options granted from the stock option plan during the three months ended March 31, 2013 was
Cdn$0.49 (2012  Cdn$0.72) per option, compared to a weighted average exercise price during the three months ended March 31, 2013 of
Cdn$0.74 (2012 Cdn$0.93) at the grant date using the Black-Scholes option pricing model. The weighted average assumptions used for the
calculation were:

Three months ended March 31, 2013 2012
Expected life (in years) 6.3 6.4
Volatility 75.2% 73.8%
Dividend yield

Risk-free rate 1.6% 1.8%
Estimated forfeiture rate 10.0% 7.9%

(1) Expected volatility factor based on historical volatility of the Company s publicly traded common shares.
The following table summarizes information in respect of stock options outstanding and exercisable at March 31, 2013:

Weighted Average
Remaining .
Contractual Weighted Average
Outstanding Life Exercise Price
Range of Exercise Prices (Cdn$) (000s) (years) (Cdn$)
0.56 to 1.29 10,591 6.6 0.80
1.30 to 1.89 678 34 1.60
1.90 to 2.79 6,075 3.7 2.37
2.80 to 3.28 783 3.9 3.26
18,127 5.4 1.46
5.2 Restricted Share Unit Plan ( RSU )
Details of transactions under the Company s RSU plan are as follows:
Number of Weighted Average
RSUs Fair Value
(000s) (Cdn$)
Outstanding, December 31, 2011 937 1.53
Granted 2,548 0.68
Vested (283) 1.14
Forfeited (573) 1.04
Outstanding, December 31, 2012 2,629 0.72
Granted 5,078 0.55
Vested (709) 0.79
Forfeited @) 0.68
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Outstanding, March 31, 2013 6,991

(1) Includes RSUs that will be withheld on behalf of employees to satisfy statutory tax withholding requirements.

10
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The weighted average fair value of RSU s granted during the three months ended March 31, 2013 was Cdn$0.55 (2012 Cdn$0.68) per RSU at
the grant date using the Black-Scholes option pricing model. The weighted average assumptions used for the calculation were:

Three months ended March 31, 2013 2012
Expected life (in years) 2.0 2.0
Volatility 76.4% 65.2%
Dividend yield

Risk-free rate 1.1% 1.2%
Estimated forfeiture rate 18.8% 20.1%

(1) Expected volatility factor based on historical volatility of the Company s publicly traded common shares.
The liabilities arising from the RSUs to be settled by way of cash payments and the intrinsic value of those liabilities are:

March 31, 2013
Current liabilities related to RSUs 300
Long term liabilities related to RSUs 184
Intrinsic value of vested and unreleased RSUs
6. FINANCIAL INSTRUMENTS

6.1 Fair Value of Financial Instruments Measured at Amortized Cost

Except as detailed below, the fair value of the Company s financial instruments recognized at amortized cost approximates their carrying value
due to the short term maturity of these instruments.

March 31, December 31,
2013 2012
Convertible Debentures
Carrying amount 64,400 65,214
Fair value 59,170 60,052

The fair value of the liability component of the Convertible Debentures was estimated using the closing price of the publicly traded debentures at
period end.

6.2 Financial Instruments Measured at Fair Value Through Profit or Loss

The Company classifies its financial instruments according to the fair value hierarchy outlined in IFRS 7, Financial Instruments: Disclosures, as
described below:

Level 1 using quoted prices in active markets for identical assets or liabilities.

Level 2  using inputs for the asset or liability, other than quoted prices, that are observable either directly (i.e. as prices) or indirectly
(i.e. derived from prices).

Level 3 using inputs for the asset or liability that are not based on observable market data, such as prices based on internal models or
other valuation methods.
The following table presents the Company s derivative instruments measured at fair value through profit or loss ( FVTPL ):
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Level 2
2011 Convertible
Component of

Debentures
Balance January 1, 2013 181
Derivative gains through profit and loss (90)
Foreign exchange gains (3)
Balance March 31, 2013 88

11
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The fair value of the convertible component of the Convertible Debentures was estimated using a Black-Scholes pricing model. The gain on
derivative instruments from continuing operations of $0.1 million for the three months ended March 31, 2013 (2012  $0.3 million) originated
from the revaluation of derivative instruments measured at FVTPL.

6.3 Risks Arising from Financial Instruments

Ivanhoe is exposed in varying degrees to normal market risks resulting from foreign currency exchange rate risk, credit risk, interest rate risk and
liquidity risk. The Company recognizes these risks and manages its operations to minimize the exposure to the extent practicable. There have not
been any significant changes to the Company s exposure to risks, or processes to manage these risks as described in the Company s Annual
Report on Form 10-K for the fiscal year ended December 31, 2012 ( 2012 Form 10-K )

7. SEGMENT INFORMATION

The following tables present the Company s segment loss, capital investments and identifiable assets and liabilities:

Latin Technology

Asia Canada America  Development  Corporate®® Total
Segment revenue from continuing operations
For the three months ended March 31, 2013 17 17
For the three months ended March 31, 2012 5 5
Segment loss from continuing operations
For the three months ended March 31, 2013 317) (441) (1,390) (1,405) (8,422) (11,975)
For the three months ended March 31, 2012 (370) (1,428) (943) (2,129) (5,986) (10,856)
Segment assets
As at March 31, 2013 15,594 147,875 79,299 101,699 42,789 387,256
As at December 31, 2012 37,901 142,051 77,149 101,846 43,110 402,057
Segment liabilities ®
As at March 31, 2013 18,958 162,962 100,866 96,464 (281,725) 97,525
As at December 31, 2012 25,616 156,696 97,325 95,205 (275,783) 99,059
Capital investments Intangible
For the three months ended March 31, 2013 628 4,876 1,807 7,311
For the three months ended March 31, 2012 605 2,110 5,826 8,541
Capital investments Property, plant and equipment
For the three months ended March 31, 2013 41) (80) 343 222
For the three months ended March 31, 2012 309 35 40 384

(1) Segment assets include investments in subsidiaries that are eliminated for consolidation under Corporate and assets classified as held for
sale in the Asia segment as at December 31, 2012.

(2) Liabilities for Corporate include intercompany receivables of $377.2 million at March 31, 2013 (December 31, 2012 $367.0 million)
required to eliminate intercompany payables upon consolidation.

(3) Asat, and for the three months ended March 31, 2013 the Corporate segment includes the results of, and any remaining assets and
liabilities not related to the transfer of the participating interest in the Zitong Petroleum Contract to Shell China Exploration and
Production Co. from Sunwing Zitong Energy, a wholly owned subsidiary of the Company.

12

Table of Contents 19



Edgar Filing: IVANHOE ENERGY INC - Form 10-Q

Table of Conten

8. SUPPLEMENTAL CASH FLOW INFORMATION

Changes in non-cash activities for the Company are comprised of the following:

Three Months Ended March 31,
Operating activities

Accounts receivable

Note receivable

Prepaid and other current assets
Accounts payable and accrued liabilities

Investing activities

Accounts receivable

Prepaid and other current assets
Accounts payable and accrued liabilities

Financing activities
Accounts payable and accrued liabilities

9. RELATED PARTY TRANSACTIONS

2013

52

8

840
3,177)

(2,277)

1,576

3,918

5,494

(€)

()

3,212

2012
791
A3)

(56)
(1,184)

(452)

(13)
(33)
4,181

4,135

3,683

Ivanhoe is party to cost sharing agreements with other companies which are related or controlled through common directors or shareholders.

Through these agreements, the Company shares office space, furnishings, equipment, air travel and communications facilities in various

international locations. Ivanhoe also shares the costs of employing administrative and non-executive management personnel at these offices.

The breakdown of the related party expenses is as follows:

Related Party

Global Mining Management Corp.
Ivanhoe Capital Aviation Ltd.
Ivanhoe Systems PTE Ltd
Ivanhoe Capital Services Ltd.
SouthGobi Resources Ltd.
1092155 Ontario Inc.

Ivanhoe Capital Finance Ltd.

The liabilities of the Company include the following amounts due to related parties:
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Nature of Transaction

Administration
Aircraft
Information systems
Administration
Administration
HTL technology
Financing

2013

127
300

50
155

16

648

Three Months Ended March 31,
2012

159
300

72
38

12
825

1,406
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March 31, December 31,
Related Party Nature of Transaction 2013 2012
Global Mining Management Corp. Administration 30 39
Ivanhoe Capital Services Ltd. Administration 60 26
90 65

10. SUBSEQUENT EVENTS
10.1 Reverse Stock-split

On April 22, 2013, the Company s shareholders approved a proposal to affect a reverse stock-split of the Company s common shares. The reverse
stock-split will result in shareholders receiving one new common share for every three old common shares held and in an initial trading price for
the new common shares above the NASDAQ minimum bid price. The reverse-stock split will reduce the number of common shares, stock

options and RSUs outstanding as well as affect the conversion price of the Convertible Debentures and will increase earnings (loss) per share
amounts in subsequent filings by the consolidation ratio. Additionally, the exercise price of the stock options outstanding will increase by the
consolidation ratio.

13
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ITEM2. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
Forward-Looking Statements

With the exception of historical information, certain matters discussed in this Quarterly Report on Form 10-Q ( Form 10-Q ), including those
within this Item 2 Management s Discussion and Analysis of Financial Condition and Results of Operations ( MD&A ), are forward-looking
statements that involve risks and uncertainties.

Statements that contain words such as could , should , can , anticipate , estimate , propose , plan , expect , believe , will , may
and statements relating to matters that are not historical facts constitute forward-looking statements within the meaning of the safe harbor
provisions of the United States Private Securities Litigation Reform Act of 1995. In particular, forward-looking statements contained in this

Form 10-Q include, but are not limited to, statements relating to or associated with individual wells, regions or projects; future crude oil prices;
future production levels; future royalty and tax levels; future capital expenditures, their timing and their allocation to exploration and
development activities; future asset acquisitions or dispositions; future sources of funding for the Company s capital programs; future debt levels;
availability of future credit facilities; possible commerciality of the Company s projects; development plans or capacity expansions; future
formation of joint ventures and other business relationships with third parties; future sources of liquidity, cash flows and their uses; future

drilling of new wells; ultimate recoverability of current and long term assets; ultimate recoverability of reserves or resources; expected operating
costs; estimates on a per share basis; future foreign currency exchange rates, future expenditures and future allowances relating to environmental
matters and the Company s ability to comply therewith; dates by which certain areas will be developed, come on-stream or reach expected
operating capacity; and changes in any of the foregoing.

Statements relating to reserves are forward-looking statements, as they involve the implied assessment, based on estimates and assumptions that
the reserves described exist in the quantities predicted or estimated and can be profitably produced in the future.

The forward-looking statements contained in this Form 10-Q are based on certain assumptions and analyses made by the Company in light of its
experience and its perception of historical trends, current conditions and expected future developments as well as other factors it believes are
relevant in the circumstances. By their nature, forward-looking statements involve inherent risks and uncertainties, including the risk that the
outcome that they predict will not be achieved. Undue reliance should not be placed on forward-looking statements as a number of important
factors could cause the actual results to differ materially from the beliefs, plans, objectives, expectations and anticipations, estimates and
intentions expressed in the forward-looking statements, including those set out below and those detailed in Item 1A, Risk Factors and Item 7A,

Quantitative and Qualitative Disclosures About Market Risk in the Company s Annual Report on Form 10-K for the fiscal year ended
December 31, 2012 ( 2012 Form 10-K ). Such factors include, but are not limited to: the Company s short history of limited revenue, losses and
negative cash flow from its current exploration and development activities in Canada, Ecuador, Mongolia and the United States; the Company s
limited cash resources and consequent need for additional financing; the ability to raise capital as and when required, or to raise capital on
acceptable terms; the timing and extent of changes in prices for oil and gas; competition for oil and gas exploration properties from larger, better
financed oil and gas companies; environmental risks; title matters; drilling and operating risks; uncertainties about the estimates of reserves and
the potential success of the Company s Heavy-to-light ( HTL ) technology; the potential success of the Company s oil and gas properties in
Canada, Ecuador and Mongolia; the prices of goods and services; the availability of drilling rigs and other support services; legislative and
government regulations; political and economic factors in countries in which the Company operates; and implementation of the Company s
capital investment program.

The forward-looking statements contained in this Form 10-Q are made as of the date hereof and the Company undertakes no obligation to update
publicly or revise any forward-looking statements, whether as a result of new information, future events or otherwise, unless required by
applicable securities laws. The forward-looking statements contained herein are expressly qualified in their entirety by this cautionary statement.
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Special Note to Canadian Investors

The Company is a registrant under the Securities Exchange Act of 1934, as amended (the Exchange Act ) and voluntarily files reports with the
United States Securities and Exchange Commission ( SEC ) on Form 10-K, Form 10-Q and other forms used by registrants that are US domestic
issuers. Therefore, the Company s reserves estimates and securities regulatory disclosures generally follow SEC requirements. National

Instrument 51-101  Standards of Disclosure for Oil and Gas Activities ( NI 51-101 ), adopted by the Canadian Securities Administrators ( CSA ),
prescribes certain standards for the preparation, and disclosure of reserves and related information by Canadian issuers. The Company has been
granted certain exemptions from NI 51-101. Please refer to the Special Note to Canadian Investors in the 2012 Form 10-K.

Adpvisories

This Form 10-Q should be read in conjunction with the Company s March 31, 2013 unaudited condensed consolidated financial statements (the

Financial Statements ) contained herein, and the audited consolidated financial statements and Management s Discussion and Analysis of
Financial Condition and Results of Operations contained in the 2012 Form 10-K. The Financial Statements have been prepared using accounting
policies consistent with International Financial Reporting Standards ( IFRS ) and in accordance with International Accounting Standard 34,
Interim Financial Reporting ( IAS 34 ).

As a foreign private issuer in the US, Ivanhoe is permitted to file with the SEC financial statements prepared under IFRS, as issued by the
International Accounting Standards Board, without a reconciliation to US GAAP. It is possible that some of the Company s accounting policies
under IFRS could be different from US GAAP.

ALL TABULAR AMOUNTS ARE EXPRESSED IN THOUSANDS OF U.S. DOLLARS, EXCEPT PER SHARE DATA.

Electronic copies of the Company s filings with the SEC and the CSA are available, free of charge, through the Company s website
(www.ivanhoeenergy.com) or, upon request, by contacting its investor relations department at (403) 261-1700. Alternatively, the SEC and the
CSA each maintains a website (www.sec.gov and www.sedar.com) from which the Company s periodic reports and other public filings with the
SEC and the CSA can be obtained. Copies of the charters for each of the committees of the Company s board of directors are available through
the Company s website at

www.ivanhoeenergy.com/index.php?page=mandate_of_the_boardcommittee_overview.

HIGHLIGHTS

Three months ended

March 31,

($000, except as stated) 2013 2012
Capital expenditures 7,533 8,925
Cash flow used in operating activities (18,586) (6,892)
Net loss from continuing operations (11,975) (10,856)
Net loss per share from continuing operations basic and diluted 0.03) (0.03)

Net loss from continuing operations in the three months ended March 31, 2013 was $12.0 million, an increase of $1.1 million compared to $10.9
million in the same period in 2012. The increase is mainly attributable to $4.4 million in higher general and administrative expenses related to
staff and legal costs partially offset by a $2.3 million higher foreign currency exchange gain, a $0.7 million higher deferred income tax recovery
and $0.3 million in other expenses compared to the prior year quarter.

Capital expenditures were $7.5 million in the first quarter of 2013. Our Canada segment spent $4.9 million on a seismic and drilling program
that will provide further information for initial development on the Tamarack Project located in the Athabasca region of Canada ( Tamarack ),
including determining optimal well pair location. In Ecuador, $1.8 million was spent on environmental work and road work in preparation for
drilling a new appraisal well. In Mongolia, $0.6 million in prepaid expenses from a remaining supplier credit were used for the acquisition of a
106 kilometer 2-D seismic program.

RESULTS OF OPERATIONS

Operating Costs

Table of Contents 23



Edgar Filing: IVANHOE ENERGY INC - Form 10-Q

Operating costs in the Technology Development segment are incurred at the Company s Feedstock Test Facility ( FTF ) at the Southwest Research
Institute in San Antonio, Texas and mainly consist of labor and materials.
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Operating costs for the three months ended March 31, 2013 were $0.8 million, which was $0.5 million lower compared to operating costs of
$1.3 million incurred during the same period in 2012. The decrease is primarily due to timing of the payments made in the respective quarters.

General and Administrative
General and administrative ( G&A ) expenses mainly consist of staff, office and legal and other contract services costs.

G&A expenses for the three months ended March 31, 2013 were $12.7 million, which was $4.4 million higher compared to G&A expenses of
$8.3 million incurred during the same period in 2012. The increase is primarily due to staff costs related to severance and retention of key
employees in the Asia segment ($1.0 million) and the excess of short-term incentive compensation over the 2012 accrual ($1.3 million). In
addition, legal costs increased related to the proceedings discussed in Part II, Item 1 Legal Proceedings disclosed within this Form 10-Q as well
as legal activities related to financing costs ($1.3 million) and other miscellaneous G&A accounted for the remainder of the difference

($0.8 million).

Depreciation

Depreciation expense is primarily charges for the amortization of capitalized costs of the FTF but also includes furniture and equipment
depreciation.

Depreciation expense for the three months ended March 31, 2013 was $0.2 million, which was relatively unchanged compared to depreciation
expense of $0.3 million incurred during the same period in 2012.

Foreign Currency Exchange

The gain or loss on foreign currency exchange results from the revaluation of monetary assets and liabilities denominated in currencies other
than the Company s functional currency, the US dollar, at each period end and from the settlement of the Company s payables denominated in
foreign currencies.

Foreign currency exchange gain for the three months ended March 31, 2013 was $1.3 million, which was $2.3 million higher compared to the
foreign currency exchange loss of $1.0 million incurred during the same period in 2012. The change is primarily due to the revaluation of the
Canadian denominated Convertible Debentures as the Canadian dollar weakened in relation to the US dollar in the first quarter of 2013 whereas
the Canadian dollar strengthened in relation to the US dollar in the same period in 2012.

Derivative Instruments
The gain on derivative instruments results from accounting for the changes in the fair value of derivative instruments through earnings.

The derivative instruments gain for the three months ended March 31, 2013 was $0.1 million, which was $0.2 million lower compared to a
derivative instruments gain of $0.3 million incurred during the same period in 2012. The decrease is primarily due to a lower share price which
decreases the valuation of the derivative.

Finance
Finance expense consists of interest expense and the unwinding of the discount rate for decommissioning obligations.

Finance expense for the three months ended March 31, 2013 was $0.5 million, which was $0.4 million higher compared to finance expense of
$0.1 million incurred during the same period in 2012. The increase is primarily due to a lower allocation of interest expense to capital projects
mainly resulting from lower capital expenditures in which to allocate the interest in the first quarter of 2013 compared to the same period in
2012.

Loss on Debt Repayment

The Company classified its short term debt as a financial liability measured at amortized cost which allows for transaction costs to be amortized
over the life of the debt instrument.
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In January 2012, a $10.0 million unsecured loan agreement with Ivanhoe Capital Finance Ltd. ( ICFL ) was amended to provide that, at ICFL s
option, the outstanding principal would be convertible into 10,484,375 common shares of the Company and the maturity date was extended to
March 31, 2013. The amendment was treated as an extinguishment of the original loan with recognition of the amended loan resulting in the
remaining deferred financing costs of $0.3 million being expensed. The amended loan was repaid on December 31, 2012.
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Recovery of Income Taxes

The deferred income tax recovery for the three months ended March 31, 2013 was $0.9 million, which was $0.8 million higher compared to a
recovery of $0.1 million incurred during the same period in 2012. The increase is primarily due to an expiration of prior year losses in 2012
which reduced the amount of recovery for that year.

Off-Balance Sheet Arrangements

As at March 31, 2013 the Company did not have any material off-balance sheet arrangements.
LIQUIDITY AND CAPITAL RESOURCES

Contractual Obligations and Commitments

The following information about our contractual obligations and other commitments summarizes certain liquidity and capital resource
requirements. The information presented in the table below does not include planned, but not legally committed, capital expenditures or
obligations that are discretionary and/or being performed under contracts which are cancelable with a 30 day notification period.

After
Total 2013 2014 2015 2016 2016
Long term debt® 72,181 72,181
Interest on long term debt) 14,520 4,150 4,150 4,150 2,070
Decommissioning obligations® 4,216 612 3,604
Leases 2,539 1,020 581 417 417 104
Total 93456 5170 5343 4567 74668 3,708

(1) Long term debt is denominated in Canadian dollars and has been translated to US dollars at an exchange rate of approximately
CAD=0.9846 USD.

(2) Represents undiscounted decommissioning obligations after inflation. The discounted value of these estimated obligations ($2.8 million) is
provided for in the consolidated financial statements.

Long Term Debt and Interest

As described in the Financial Statements, the Company issued Cdn$73.3 million of Convertible Debentures maturing on June 30, 2016. The
Convertible Debentures bear interest at an annual rate of 5.75%, payable semi-annually on the last day of June and December of each year.

Decommissioning Provisions

The Company is required to remedy the effect of our activities on the environment at our operating sites by dismantling and removing
production facilities and remediating any damage caused. At March 31, 2013, Ivanhoe estimated the total undiscounted, inflated cost to settle its
decommissioning obligations in Canada, for the FTF in the US and in Ecuador was $4.2 million. These costs are expected to be incurred in
2014, 2029 and 2038, respectively.

Leases
The Company has long term leases for office space and vehicles, which expire between 2013 and 2017.

Other
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Should Ivanhoe receive government and other approvals necessary to develop the northern border of one of the Tamarack Project leases, the
Company will be required to make a cash payment to Talisman Energy Canada of up to Cdn$15.0 million, as a conditional, final payment for the
2008 purchase transaction.

From time to time, Ivanhoe enters into consulting agreements whereby a success fee may be payable if and when either a definitive agreement is
signed or certain other contractual milestones are met. Under the agreements, the consultant may receive cash, common shares, stock options or
some combination thereof. Similarly, agreements entered into by the Company may contain cancellation fees or liquidated damages provisions
for early termination. These fees are not considered to be material.
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The Company may provide indemnities to third parties, in the ordinary course of business, that are customary in certain commercial transactions,
such as purchase and sale agreements. The terms of these indemnities will vary based upon the contract, the nature of which prevents Ivanhoe
from making a reasonable estimate of the maximum potential amounts that may be required to be paid. The Company s management is of the
opinion that any resulting settlements relating to indemnities are not likely to be material.

In the ordinary course of business, the Company is subject to legal proceedings being brought against it. While the final outcome of these
proceedings is uncertain, the Company believes that these proceedings, in the aggregate, are not reasonably likely to have a material effect on its
financial position or earnings.

Sources and Uses of Cash

The Company s cash flows from operating, investing and financing activities, as reflected in the unaudited condensed consolidated statements of
cash flows, are summarized in the following table:

Three months ended

March 31,
2013 2012
Cash used in operating activities (18,586) (6,892)
Cash provided by (used in) investing activities 17,794 (5,164)
Cash (used in) provided by financing activities (5) 37,282

Ivanhoe s existing financial resources are insufficient to fund the future capital expenditures necessary to advance the development of our
existing projects. The Company intends to use its working capital to meet its commitments. Additional sources of funding will be required to
grow the Company s major projects and fully develop its oil and gas properties. Historically, Ivanhoe has used external sources of funding such
as public and private equity and debt markets. However, there is no assurance that these sources of funding will be available to the Company in
the future or available on acceptable terms, and any future equity issuances may be dilutive to current investors. If Ivanhoe cannot secure
additional financing, the Company may have to delay its capital programs and forfeit or dilute its rights in existing oil and gas property interests.

Operating Activities

Cash used in operating activities for the three months ended March 31, 2013 was $18.6 million, which was $11.7 million higher compared to
cash used in operating activities of $6.9 million incurred during the same period in 2012. The increase is primarily due to $4.4 million in higher
G&A incurred in the period discussed previously on page 16, higher current tax payments of $1.3 million, $2.1 million in transaction costs
related to discontinued operations, $2.0 million more in accounts payable settled in the period and $1.9 million in other changes in working
capital in the first quarter of 2013 compared to the same period in 2012.

Investing Activities
E&E Expenditures

E&E expenditures for the three months ended March 31, 2013 were $7.3 million, which were $1.2 million lower compared to E&E expenditures
of $8.5 million incurred during the same period in 2012.

In 2013, our Canada segment spent $4.9 million on a seismic and drilling program that will provide further information for initial development
on the Tamarack Project including determining optimal well pair location. In Ecuador, $1.8 million was spent on environmental work and road
work in preparation for drilling a new appraisal well. In Mongolia, $0.6 million was spent on acquisition of a 106 kilometer 2-D seismic
program that will be used in seeking additional exploration prospects.

In 2012, Ivanhoe expended $0.4 million in China in preparation to commence a 160 square kilometer 3-D seismic program and other activities at
Zitong which was sold in December 2012. In Canada, $2.1 million was spent to support the regulatory process. In Ecuador, the Company began
drilling the IP-17 well to test the Hollin and pre-cretaceous structures in the southern part of Block 20 in Ecuador and spent $5.4 million in
connection with drilling the exploration well.

Restricted Cash
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In December 2011, Ivanhoe was required to post a $20.0 million performance bond as part of the completion and signing of the supplementary
agreement with the China National Petroleum Corporation. Following the disposition of the Company s interest in Zitong, the Company received
the $20.0 million in cash that was posted for the performance bond in February 2013.
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Financing Activities

Cash used in financing activities for the three months ended March 31, 2013 was five thousand dollars, which was $37.3 million lower
compared to cash provided in financing activities of $37.3 million during the same period in 2012. In 2012, Ivanhoe received financing of $37.3
million, net of transaction costs, to support liquidity. The Company received the $10.0 million ICFL Loan in January 2012. In March 2012, the
Company established a $50.0 million short-term secured credit facility with UBS Securities LLC which consisted of an initial tranche of $30.0
million. The loans were repaid on December 31, 2012.

Capital Structure

As at March 31, 2013 As at December 31, 2012
Long term debt 64,400 18.2% 65,214 17.7%
Shareholders equity 289,731 81.8% 302,998 82.3%
Total capital 354,131 100.0% 368,212 100.0%

At March 31, 2013, Ivanhoe s market capitalization was less than the carrying value of the Company s assets. Management does not consider this
to be determinative that an impairment exists as there are factors which should be considered when interpreting Ivanhoe s recent trading price,
such as industry influences including commodity prices and larger macro-economic factors that have had investors recently rotating out of
commodity investments. Management does not believe the full value of the Company s oil and gas assets or HTL technology is reflected in
Ivanhoe s current stock price.

In May 2012, the Company received a notification from the Listing Qualifications Department of the NASDAQ that the Company did not meet
the minimum bid price requirements set forth in the NASDAQ Listing Rules and that the Company could regain compliance if at any time prior
to November 20, 2012 the closing bid price of the Ivanhoe s common stock was at least $1.00 for a minimum of 10 consecutive business days.
On November 1, 2012, the Company applied to the NASDAQ for an additional compliance period of 180 days which was granted and will
expire on May 20, 2013.

On April 22, 2013, the Company s shareholders approved a proposal to affect a reverse stock-split of the Company s common shares in order to
regain compliance with the minimum bid price requirements set forth in the NASDAQ Listing Rules. The reverse stock-split took effect on

April 25, 2013 and resulted in shareholders receiving one new common share for every three old common shares held and in an initial trading
price for the new common shares above the NASDAQ minimum bid price.

Reducing the number of issued and outstanding common shares through the reverse stock-split was intended to increase the market price of the
common shares and regain compliance with the NASDAQ minimum bid price rule. However, the market price of the common shares is also
affected by the Company s financial and operational results, its financial position, including its liquidity and capital resources, the development
of its projects, industry conditions, the market s perception of the Company s business and other factors, which are unrelated to the number of
common shares outstanding.

Outlook

In the first quarter of 2013, Ivanhoe Energy received a Completeness Determination on the Tamarack application from Alberta Environment and
Sustainable Resource Development. Having received this, the Company then entered the final stages of the regulatory process, which is working
with the Energy Resources Conservation Board ( ERCB ) and local stakeholders to resolve concerns identified in the filed Statements of Concern
( SOCs ). The Company completed discussions with three stakeholders that operate in close proximity to, and are most impacted by, the
Tamarack Project. The Company established long-term relationships and agreements with Northland Forest Products Ltd., the Regional
Municipality of Wood Buffalo, and Fort McMurray No. 468 First Nation. Each of these stakeholders formally removed their SOCs. The

Company continues to progress discussions with the remaining four stakeholders who have filed SOCs. Project advancement, as currently
envisaged, is subject to receiving an Order in Council from the Alberta Government, sanctioning by the Board of Directors and financing.

In Ecuador, the Company has engaged in discussions with a third party respecting the possibility of jointly investing and participating in the
development and operation of Block 20. During the course of these discussions, the parties have developed a framework of commercial terms
intended to form the basis for separate discussions with the Government of Ecuador. The ultimate objective of discussions with the Government
is the establishment of mutually acceptable terms and conditions allowing for the formation of a consortium between the Company and the third
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party to jointly participate in Block 20. The formation of the consortium is contingent upon the successful negotiation of definitive and legally
binding agreements that reflect the achievement of this objective. There is no assurance that this objective can be achieved, or achieved in a
timely manner.

19

Table of Contents 32



Edgar Filing: IVANHOE ENERGY INC - Form 10-Q

Table of Conten

Ivanhoe continues to focus its HTL™ commercialization efforts on establishing Upstream and Midstream partnerships and business
development activities for several projects globally.

In Mongolia, the project is in the final year of the five year initial term of the Production Sharing Contract ( PSC ) expiring July 19, 2013.
According to the PSC, provided that minimum expenditures have been met, the PSC can be extended for an additional two years by giving
written notice to the Mongolian Government 30 days prior to the expiry of the initial 5 year term which the Company intends to provide to the
Mongolian Government. There is also provision for an additional two year extension. Although certain prior year s costs under audit have not
been finalized, the Company expects to exceed minimum expenditure requirements by a significant margin.

Management s plans for financing future expenditures include traditional project financing, debt and mezzanine financing, the sale of non-current
assets or the sale of equity securities as well as the potential for alliances or other arrangements with strategic partners. However, no assurances
can be given that Ivanhoe will be able to enter into one or more strategic business alliances with third parties or that the Company will be able to
sell non-core assets on acceptable terms or raise sufficient additional capital. If the Company is unable to enter into such business alliances or
obtain adequate additional financing, the Company may be required to curtail its operations, which may include the sale or abandonment of
assets.

ITEM3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
There has been no material change in the Company s assessment of its sensitivity to market risk since its presentation set forth in Item 7A,
Quantitative and Qualitative Disclosures About Market Risk in the 2012 Form 10-K.

ITEM4. CONTROLS AND PROCEDURES

The Company s management, including its Executive Chairman and its Chief Financial Officer, evaluated the effectiveness of the design and
operation of the Company s disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and

15d-15(e)) as of March 31, 2013. Based upon this evaluation, management concluded that these controls and procedures were (1) designed to
ensure that material information relating to the Company is made known to the Company s Executive Chairman and its Chief Financial Officer
as appropriate to allow timely decisions regarding disclosure and (2) effective, in that they provide reasonable assurance that information
required to be disclosed by the Company in the reports that it files or submits under the Exchange Act is recorded, processed, summarized and
reported within the time periods specified in the SEC s rules and forms.

It should be noted that while the Company s Executive Chairman and its Chief Financial Officer believe that the Company s disclosure controls
and procedures provide a reasonable level of assurance that they are effective, they do not expect that the Company s disclosure controls and
procedures or internal control over financial reporting will prevent all errors and fraud. A control system, no matter how well conceived or
operated, can provide only reasonable, not absolute, assurance that the objectives of the control system are met.

There were no changes in the Company s internal control over financial reporting in the quarter ended March 31, 2013, that have materially
affected, or are reasonably likely to have a material effect on the Company s internal control over financial reporting.
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PART II OTHER INFORMATION

ITEM1. LEGAL PROCEEDINGS

On December 30, 2010, the Company received a demand for arbitration from GAR Energy and Associates, Inc. ( GAR Energy ) and Gonzalo A.
Ruiz and Janis S. Ruiz as successors in interest to, and assignees of, GAR Energy. GAR Energy subsequently abandoned its demand for
arbitration and filed suit against the Company and subsidiaries in the Superior Court for Kern County, California on March 11, 2011. The

lawsuit alleges breach of contract, fraud and other misconduct arising from a consulting agreement and various other agreements between GAR
Energy and the Company relating to the Pungarayacu heavy oil field. The plaintiffs seek actual damages of $250,000 and a portion of the
Company s interest in the Pungarayacu field. The plaintiffs seek other miscellaneous relief, including requests for a declaration of some of the
parties rights and legal relations under a consulting agreement, attorneys fees and certain litigation costs and expenses, disgorgement of the
Company s past, current and/or future profits attributable to the Pungarayacu field and certain other fields in Ecuador, tort damages and
exemplary and punitive damages, the imposition of constructive trusts over certain amounts and profits requested by the plaintiffs, and
pre-judgment and post-judgment interest. The Company removed the case to the United States District Court for the Eastern District of

California and all of the defendants have answered and filed counterclaims for attorneys fees. Defendants filed a motion to dismiss certain
claims and to compel arbitration of others. Plaintiffs filed a motion to remand the case to state court. On December 23, 2011, the Magistrate
Judge denied plaintiffs motion to remand and issued findings and recommendations that would send all of the parties and all of the claims to
arbitration should the district court Judge assigned to the case adopt them. On January 19, 2012 the district court Judge adopted the Magistrate
Judge s findings and recommendations in full, ordered the parties to arbitration and stayed the district court proceedings to allow for the
completion of the arbitration. The arbitration hearing is set for September 2013. The likelihood of loss or gain resulting from this dispute, and

the estimated amount of ultimate loss or gain, are not determinable or reasonably estimable at this time. The Company believes that the plaintiff s
claims have no merit.

ITEM 1A: RISK FACTORS

Ivanhoe is exposed in varying degrees to normal market risks inherent in the oil and gas industry, including commodity price risk, foreign
currency exchange rate risk, credit risk, interest rate risk and liquidity risk. The Company recognizes these risks and manages its operations to
minimize the exposure to the extent practicable. There have not been any significant changes to the Company s exposure to risks, or processes to
manage these risks as described in the Company s 2012 Form 10-K except as discussed below.

We may be unable to maintain the listing of our common shares on NASDAQ despite the reverse stock-split

In May 2012, the Company received a notification from the Listing Qualifications Department of the NASDAQ that the Company did not meet
the minimum bid price requirements set forth in the NASDAQ Listing Rules and that the Company could regain compliance if at any time prior
to November 20, 2012 the closing bid price of the Company s common shares was at least $1.00 for a minimum of 10 consecutive business days.
On November 1, 2012, the Company applied to the NASDAQ for an additional compliance period of 180 days which was granted and will
expire on May 20, 2013.

On April 22, 2013, the Company was granted approval by its shareholders to affect a reverse split of its common shares in order to regain
compliance with the minimum bid price requirements set forth in the NASDAQ Listing Rules. A three-for-one common share consolidation was
effective April 25, 2013 and the common shares began trading on a post-consolidation basis on the NASDAQ and the TSX on April 26, 2013.
On May 9, 2013, the closing price of the Company s common shares was at least $1.00 for the preceding 10 consecutive business days. On this
basis, the Company has cured the minimum bid price deficiency and regained compliance with the NASDAQ Listing Rules.

Reducing the number of issued and outstanding common shares through a common share consolidation was intended to increase the per share
market price of the common shares. However, the per share market price of the common shares will also be affected by the Company s financial
and operational results, its financial position, including its liquidity and capital resources, the development of its projects, industry conditions,
the market s perception of the Company s business and other factors, which are unrelated to the number of common shares outstanding.

Having regard to these other factors, there can be no assurance that the market price of the common shares will not decrease in the future and
may create another minimum bid price deficiency. There can also be no assurance that the implementation of the common share consolidation
will, in and of itself, guarantee the continued listing of the common shares on NASDAQ.
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ITEM 6. EXHIBITS

Exhibit Number Description of Document

31.1 Certification by the Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
31.2 Certification by the Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
321 Certification by the Chief Executive Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
322 Certification by the Chief Financial Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the Company has duly caused this report to be signed on its behalf by the

undersigned thereto duly authorized.

IVANHOE ENERGY INC.

By: /s/ Gerald D. Schiefelbein
Gerald D. Schiefelbein
Chief Financial Officer

Date: May 9, 2013
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