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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q

b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2009
or

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to
Commission file number 000-30586
IVANHOE ENERGY INC.
(Exact name of registrant as specified in its charter)

Yukon, Canada 98-0372413
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)

Suite 654 999 Canada Place
Vancouver, British Columbia, Canada V6C 3E1
(Address of principal executive office) (zip code)
(604) 688-8323
(registrant s telephone number, including area code)
No Changes
(Former name, former address and former fiscal year, if changed since last report)

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 o 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). o Yes o 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 o Accelerated filer p Non-accelerated filer o Smaller reporting
company o
(Do not check if a smaller
reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). o
Yes b No
The number of shares of the registrant s capital stock outstanding as of November 6, 2009 was 279,729,808 Common
Shares, no par value.
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PartI Financial Information

Item 1. Financial Statements
IVANHOE ENERGY INC.
Unaudited Condensed Consolidated Balance Sheets

(stated in thousands of U.S. Dollars, except share amounts)

Assets

Current Assets:

Cash and cash equivalents
Accounts receivable

Note receivable

Prepaid and other current assets
Restricted cash

Derivative instruments

Assets of discontinued operations

Oil and gas properties and development costs, net
Intangible assets HTEM technology

Long term assets

Assets of discontinued operations

Liabilities and Shareholders Equity

Current Liabilities:

Accounts payable and accrued liabilities

Income tax payable

Debt current portion

Derivative instruments

Asset retirement obligations  current portion
Liabilities of discontinued operations current portion

Long term debt

Asset retirement obligations

Long term obligation

Future income tax liability
Liabilities of discontinued operations

Commitments and contingencies (Note 7)

Table of Contents

$

September 30,
2009

39,466
6,422
248
350
2,850

49,336

142,933
92,153
608

285,030

7,510
619
6,724
173
871

15,897
36,094
193

1,900
20,900

74,984

$

December 31,
2008

38,477
3,802

637

850
1,459
2,727
47,952
143,974
92,153
152
33,044

317,275

9,219
650
412

6,074

16,355
37,855

1,928

1,900

1,810

59,848
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Going concern and basis of presentation (Note 1)

Shareholders Equity:
Share capital, issued 279,427,066 common shares

December 31, 2008 279,381,187 common shares 414,010 413,857
Purchase warrants 18,805 18,805
Contributed surplus 19,065 16,862
Convertible note 2,086 2,086
Accumulated deficit (243,920) (194,183)
210,046 257,427

$ 285,030 $ 317,275

(See accompanying notes)
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IVANHOE ENERGY INC.

Unaudited Condensed Consolidated Statements of Operations,
Comprehensive Income (Loss) and Accumulated Deficit

(stated in thousands of U.S. Dollars, except per share amounts)

Three Months
Ended September 30,
2009 2008

Revenue
Oil revenue $ 7,917 $ 14912
Gain (loss) on derivative instruments 72 10,898
Interest income 2 349

7,991 26,159
Expenses
Operating costs 2,907 6,626
General and administrative 4,412 4,139
Business and technology development 2,301 2,015
Depletion and depreciation 5,308 6,524
Foreign exchange loss 2,815 210
Interest expense and financing costs 177 335
Provision for impairment 948

18,868 19,849

Income (loss) from continuing operations before
income taxes (10,877) 6,310
(Provision for) recovery of income taxes
Current (618) (363)
Future 8,700 (1,125)

8,082 (1,488)
Net income (loss) from continuing operations (2,795) 4,822
Net income (loss) from discontinued operations
(net of tax of $29.6 million for 2009, nil for
2008) (Notes 13 and 14) (23,290) 5,240
Net income (loss) and comprehensive income
(loss) (26,085) 10,062
Accumulated deficit, beginning of period (217,835) (190,265)

Table of Contents

$

Nine Months
Ended September 30,
2009 2008
19,659 $ 37,547
(1,020) (6,793)
20 391
18,659 31,145
8,052 16,239
14,126 11,438
6,104 4,934
17,308 19,864
4,501 531
512 1,092
948
51,551 54,098
(32,892) (22,953)
(1,624) (363)
8,700 1,161
7,076 798
(25,816) (22,155)
(23,921) 1,942
(49,737) (20,213)
(194,183) (159,990)
7
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Accumulated deficit, end of period $ (243,920) $ (180,203) $ (243,920) $ (180,203)
Net income (loss) per share
Net income (loss) from continuing operations,
basic and diluted $ 0.01) $ 0.02 $ 0.09 $ (0.09)
Net income (loss) from discontinued operations,
basic and diluted (0.08) 0.02 (0.09) 0.01
Net income (loss) per share, basic and diluted $ 0.09 $ 0.04 $ 0.18) $ (0.08)
Weighted average number of Shares (in
thousands)
Basic 279,427 265,372 279,381 251,907
Diluted 279,427 279,641 279,381 251,907

(see accompanying notes)

4
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IVANHOE ENERGY INC.
Unaudited Condensed Consolidated Statements of Cash Flows
(stated in thousands of U.S. Dollars)

Three Months

Ended September 30,

2009 2008
Operating Activities
Net income (loss) $ (26,085) $ 10,062
Net (income) loss from discontinued operations 23,290 (5,240)
Items not requiring use of cash:
Depletion and depreciation 5,308 6,524
Provision for impairment 948
Stock based compensation 1,270 850
Unrealized (gain) loss on derivative instruments (72) (12,706)
Unrealized foreign exchange loss 2,786 314
Future income tax (recovery) provision (8,700) 1,125
Provision for uncollectible accounts 725
Other 104 169
Changes in non-cash working capital items 85 (1,756)
Net cash provided by (used in) operating
activities from continuing operations (1,066) 67
Net cash provided by (used in) operating activities
from discontinued operations (135) 1,606
Net cash provided by (used in) operating
activities (1,201) 1,673
Investing Activities
Capital investments (5,823) (8,355)
Acquisition of oil and gas assets (22,308)
Advance repayments
Increase in restricted cash (2,000) (850)
Other (202) 135
Changes in non-cash working capital items (499) 3,182
Net cash used in investing activities from
continuing operations (8,524) (28,196)
Net cash provided by (used in) investing activities
from discontinued operations 35,878 913)
Net cash provided by (used in) investing
activities 27,354 (29,109)

Financing Activities

Table of Contents

Nine Months
Ended September 30,
2009 2008
$ (49,737) $ (20,213)
23,921 (1,942)
17,308 19,864
948
2,242 2,570
1,632 2,130
4,432 397
(8,700) (1,161)
725
268 486
3,177) (498)
(10,863) 2,358
2,703 5,041
(8,160) 7,399
17,723) (13,075)
(22,308)
100
(2,000) (850)
(355) 33
(1,186) 748
(21,264) (35,352)
35,292 (4,108)
14,028 (39,460)
9
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Shares issued on private placements, net of share

issue costs 82,687 82,687
Proceeds from exercise of options and warrants 98 518 98 1,204
Proceeds from debt obligations, net of financing

costs 4,790
Payments of debt obligations (615) (416) (1,845)
Payments of deferred financing costs (542) (2,606)
Other (100)

Changes in non-cash working capital items (711) (26) 9)
Net cash provided by (used in) financing

activities from continuing operations 98 81,337 (444) 84,221
Net cash provided by (used in) financing activities

from discontinued operations (5,200) (5,200) 700

Net cash provided by (used in) financing
activities (5,102) 81,337 (5,644) 84,921

Foreign Exchange Gain (Loss) on Cash and
Cash Equivalents Held in a Foreign Currency 12 (2,466) (23) (2,567)

Increase in Cash and Cash Equivalents, for the

period 21,063 51,435 201 50,293
Cash and cash equivalents, beginning of period 18,403 10,214 39,265 11,356
Cash and Cash Equivalents, end of period $ 39,466 $ 61,649 $ 39,466 $ 61,649

Cash and cash equivalents, end of period
continuing operations $ 39,466 $ 60,535 $ 39,466 $ 60,535

Cash and cash equivalents, end of period
discontinued operations $ $ 1,114 $ ) 1,114

(See accompanying notes)
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Notes to the Unaudited Condensed Consolidated Financial Statements
September 30, 2009
(all tabular amounts are expressed in thousands of U.S. dollars except per share amounts)
1. GOING CONCERN AND BASIS OF PRESENTATION
Ivanhoe Energy Inc. s (the Company or Ivanhoe Energy ) accounting policies are in accordance with accounting
principles generally accepted in Canada. These policies are consistent with accounting principles generally accepted in
the U.S., except as outlined in Note 15. The unaudited condensed consolidated financial statements have been
prepared on a basis consistent with the accounting principles and policies reflected in the December 31, 2008
consolidated financial statements except as discussed in Note 2. These interim condensed consolidated financial
statements do not include all disclosures normally provided in annual consolidated financial statements and should be
read in conjunction with the most recent annual consolidated financial statements. The December 31, 2008 condensed
consolidated balance sheet was derived from the audited consolidated financial statements, but does not include all
disclosures required by generally accepted accounting principles ( GAAP ) in Canada and the U.S. In the opinion of
management, all adjustments (which included normal recurring adjustments) necessary for the fair presentation for the
interim periods have been made. The results of operations and cash flows are not necessarily indicative of the results
for a full year.
The Company s financial statements as at and for the three-month and nine-month periods ended September 30, 2009
have been prepared in accordance with Canadian GAAP applicable to a going concern, which assumes that the
Company will continue in operation for the foreseeable future and will be able to realize its assets and discharge its
liabilities in the normal course of operations. The Company incurred a net loss of $26.1 million for the three-month
period ended September 30, 2009, and as at September 30, 2009, had an accumulated deficit of $243.9 million and
positive working capital of $33.4 million. The Company currently anticipates incurring substantial expenditures to
further its capital development programs, particularly those related to the development of an oil sands project in
Alberta and the development of a heavy oil field in Ecuador. The Company s cash flow from operating activities will
not be sufficient to both satisfy its current obligations and meet the requirements of these capital investment programs.
The continued existence of the Company is dependent upon its ability to obtain capital to fund further development
and to meet obligations to preserve its interests in these properties and to meet the obligations associated with other
potential HTL projects. The Company intends to finance the future payments required for its capital projects from a
combination of strategic investors and/or public and private debt and equity markets, either at a parent company level
or at the project level. Public and private debt and equity markets may not be accessible now or in the foreseeable
future and, as such, the Company s ability to obtain financing cannot be predicted with certainty at this time. Without
access to financing, the Company may not be able to continue as a going concern. These consolidated financial
statements do not include any adjustments to the amounts and classification of assets and liabilities that may be
necessary should the Company be unable to continue as a going concern.
2. CHANGES IN ACCOUNTING POLICIES
2009 Accounting Changes
In February 2008, the Canadian Institute of Chartered Accountants ( CICA ) issued Handbook Section 3064, Goodwill
and Intangible assets, ( S.3064 ) replacing Handbook Section 3062, Goodwill and Other Intangible Assets ( S.3062 ) a
Handbook Section 3450, Research and Development Costs . S.3064 is applicable to financial statements relating to
fiscal years beginning on or after October 1, 2008. The new section establishes standards for the recognition,
measurement, presentation and disclosure of goodwill subsequent to its initial recognition and of intangible assets by
profit-oriented enterprises. Standards concerning goodwill are unchanged from the standards included in the previous
S.3062.
Also in February 2008, the CICA amended portions of Handbook Section 1000, Financial Statement Concepts , which
the CICA concluded permitted deferral of costs that did not meet the definition of an asset. The amendments apply to
annual and interim financial statements relating to fiscal years beginning on or after October 1, 2008. Upon adoption
of S.3064 and the amendments to Section 1000 on January 1, 2009, capitalized amounts that no longer meet the
definition of an asset are expensed retrospectively.

Table of Contents 11
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The Company adopted the new standards on January 1, 2009 with no transitional adjustment to the condensed
consolidated financial statements as a result of having adopted these standards.
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Impact of New and Pending Canadian GAAP Accounting Standards
In January 2009, the Emerging Issues Committee of the CICA ( EIC ) issued Emerging Issues Committee abstract 173,
Credit Risk and the Fair Value of Financial Assets and Financial Liabilities which provides guidance on the
implications of credit risk in determining the fair value of an entity s financial assets and financial liabilities. The
guidance clarifies that an entity s own credit risk and the credit risk of counterparties should be taken into account in
determining the fair value of financial assets and financial liabilities, including derivative instruments, for presentation
and disclosure purposes. The conclusions of the EIC were effective from the date of issuance of the abstract and did
not have any material impact on the Company s consolidated balance sheet or statement of operations, comprehensive
loss and accumulated deficit. However, the Company s fair value disclosures in Note 10 incorporate this new guidance.
Also in January 2009, the Accounting Standards Board of the CICA ( AcSB ) issued Handbook Section 1582, Business
Combinations ( S.1582 ) replacing Handbook Section 1581, Business Combinations . The AcSB revised accounting
standards in regards to business combinations with the intent of harmonizing those standards with IFRS. The revised
standards require the acquiring entity in a business combination to recognize all (and only) the assets acquired and
liabilities assumed in the transaction, establish the acquisition date fair value as the measurement objective for all
assets acquired and liabilities assumed; and require the acquirer to disclose to investors and other users all of the
information they need to evaluate and understand the nature and financial effect of the business combination. These
standards shall be applied prospectively to business combinations with an acquisition date after the beginning of the
first annual reporting period beginning after January 1, 2011. The Company is currently reviewing the standard to
determine the impact, if any, on its consolidated financial statements.
Also in January 2009, the AcSB issued Handbook Section 1601, Consolidated Financial Statements ( S.1601 ) and
Handbook Section 1602, Non-Controlling Interests ( S.1602 ), which replace Handbook Section 1600, Consolidated
Financial Statements ( S.1600 ). S.1601 and S.1602 require all entities to report non-controlling (minority) interests as
equity in consolidated financial statements. The standards eliminate the diversity that currently exists in accounting
for transactions between an entity and non-controlling interests by requiring they be treated as equity transactions.
These standards shall be applied retrospectively effective for interim and annual financial statements relating to fiscal
years beginning on or after January 1, 2011. The Company is currently reviewing the standard to determine the
impact, if any, on its consolidated financial statements.
In June 2009, the AcSB issued Accounting Revisions Release No. 54, Improving Disclosures About Financial
Instruments Background Information and Basis for Conclusions (Amendments to Financial Instruments  Disclosures,
Section 3862) , which amended certain disclosure requirements related to financial instrument disclosure in response to
disclosure amendments issued by the International Accounting Standards Board. This is consistent with the AcSB s
strategy to adopt IFRS and to ensure the current existing disclosure requirements for financial instruments are
converged to the extent possible. The new disclosure standards require disclosure of fair values based on a fair value
hierarchy as well as enhanced discussion and quantitative disclosure related to liquidity risk. The amended disclosure
requirements are effective for annual financial statements relating to fiscal years ending after September 30, 2009 and
as such, the Company will include the required disclosure in its annual financial statements for the year ending
December 31, 2009.

Table of Contents 13
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3. OIL AND GAS PROPERTIES AND DEVELOPMENT COSTS
Capital assets categorized by segment are as follows:

As at September 30, 2009
Business
Oil and Gas and
Integrated Conventional Technology
Canada Ecuador China Corporate Development
Oil and Gas Properties:
Proved $ $ $ 145690 $ $
Unproved 90,787 4,286 4,325
90,787 4,286 150,015
Accumulated depletion (97,361)
Accumulated provision for
impairment (16,550)
90,787 4,286 36,104
Development Costs:
Feasibility studies and other
deferred costs:
HTL™ 955
GTL 5,054
Accumulated provision for
impairment (5,054)
Feedstock test facility 10,594
Accumulated depreciation
and impairment (262)
11,287
Furniture and equipment 14 141 129 930 22
Accumulated depreciation (7 (€Y (86) (615) (12)
7 94 43 315 10

$ 90,794 $ 4380 § 36,147  $ 315§ 11,297

As at December 31, 2008

Business
QOil and Gas and
Integrated Conventional Technology
Canada Ecuador China Corporate Development
Oil and Gas Properties:
Proved $ $ $ 141,089 $ $
Unproved 81,090 1,454 5,233

Table of Contents

Total

$ 145,690
99,398

245,088
(97,361)

(16,550)

131,177

955
5,054

(5,054)
10,594

(262)
11,287

1,236
(767)

469

$ 142,933

Total

$ 141,089
87,777
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81,090 1,454 146,322 228,866
Accumulated depletion (81,717) (81,717)
Accumulated provision for
impairment (16,550) (16,550)
81,090 1,454 48,055 130,599
Development Costs:
Feasibility studies and other
deferred costs:
HTL™ 801 801
GTL 5,054 5,054
Accumulated provision for
impairment (5,054) (5,054)
Feedstock test facility 8,770 8,770
Commercial demonstration
facility 11,036 11,036
Accumulated depreciation (7,713) (7,713)
12,894 12,894
Furniture and equipment 20 90 120 13 406 649
Accumulated depreciation (6) (79) (6) 77 (168)
14 90 41 7 329 481
$ 81,104 $ 1544 § 48,096 % 7 % 13,223 $143,974

During the third quarter of 2009, the Company determined that the completion and subsequent improvements to its
technology showpiece the HTL™ Feedstock Test Facility ( FTF ) in San Antonio diminished the business purpose of
the HTL™ commercial demonstration facility ( CDF ) to nil. Consequently, the abandonment process commenced and
the Company has impaired the net carrying value of the costs associated with the CDF as at September 30, 2009. The
carrying value, net of depreciation, for the CDF, of $0.9 million, was reduced to nil with a corresponding reduction in
our results of operations. Also, see Note 6 below.
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In July 2009, the Company sold its U.S. operating segment (see Note 14); consequently, the segment information has
been revised to reflect this sale.

Costs as at September 30, 2009 of $99.4 million ($87.8 million at December 31, 2008), related to unproved oil and gas
properties, have been excluded from costs subject to depletion and depreciation. Included in the depletion calculation
is $0.7 million for future development costs associated with proven undeveloped reserves as at September 30, 2009
($3.3 million at December 31, 2008).

For the three-month and nine-month periods ended September 30, 2009, general and administrative expenses related
directly to oil and gas acquisition, exploration and development activities of $1.0 million and $3.0 million
($0.2 million and $0.6 million for 2008) were capitalized.

For the three-month and nine-month periods ended September 30, 2009, interest on debt related to oil and gas
acquisition activities of $0.5 million and $1.6 million ($0.8 million for the three-month and nine-month periods ended
September 30, 2008) was capitalized.

4. INTANGIBLE ASSETS HTIM TECHNOLOGY

The Company owns an exclusive, irrevocable license to deploy, worldwide, the patented rapid thermal processing
process ( RTPM Process ) for petroleum applications as well as the exclusive right to deploy the RTPM Process in all
applications other than biomass. The Company s carrying value of the RTPM Process for heavy oil upgrading
( HTEM Technology or HFH ) as at September 30, 2009 and December 31, 2008 was $92.2 million. Since the
Company acquired the technology, it has continued to expand its patent coverage to protect innovations to the HTL™
Technology as they are developed and to significantly extend the Company s portfolio of HTEM intellectual property.
In the United States, the Company is the assignee of three granted U.S. patents and currently has three U.S. patent
applications pending. The Company also has multiple patent applications pending in numerous other countries. In
addition, the Company owns exclusive, irrevocable licenses to patents, patent applications, and technology for the
rapid thermal processing process of petroleum.

Recovery of capitalized costs related to potential HTL™ projects is dependent upon finalizing definitive agreements
for, and successful completion of, the various projects. This intangible asset was not amortized and its carrying value
was not impaired for the three-month and nine-month periods ended September 30, 2009 and 2008.

5. LONG TERM DEBT

Notes payable consisted of the following as at:

September December
30, 31,
2009 2008
Variable rate bank note (4.00% at September 30, 2009) due September 2010 $ 7,000 $ 7,000
Non-interest bearing promissory note, final payment February 2009 416
Convertible note (4.25% at September 30, 2009) due July 2011 37,306 32,787
44,306 40,203
Less:
Unamortized discount (1,212) 4)
Unamortized deferred financing costs (276) (1,932)
Current maturities (6,724) 412)
(8,212) (2,348)
$ 36,094 $ 37,855
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The scheduled maturities of the Company s long-term debt, excluding unamortized discount and unamortized deferred
financing costs, as at September 30, 2009 were as follows:

2010 $ 7,000
2011 37,306
$ 44,306

9
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6. ASSET RETIREMENT OBLIGATIONS

The Company provides for the expected costs required to abandon the CDF and the FTF. The undiscounted amount of
expected future cash flows required to settle the Company s asset retirement obligations for these assets as at
September 30, 2009 was estimated at $1.4 million. These payments are expected to be made over the next 20 years;
with the majority of the payments expected to be made within one year. To calculate the present value of these
obligations, the Company used an inflation rate of 1% and 3% and the expected future cash flows have been
discounted using a credit-adjusted risk-free rate of 5.3 and 5.5% for the respective periods shown below. As noted in
Note 3 above, the abandonment process for the CDF commenced in the third quarter of 2009. Management
determined that a more cost effective way to handle this dismantlement would be to redeploy Company staff from its
discontinued operations as opposed to utilizing external service providers. As a result, there was an adjustment to the
estimated future cash flows expected to be needed to abandon this asset. A reconciliation of the beginning and ending
aggregate carrying amount of the obligation associated with the retirement of the CDF and the FTF is as follows:

As at As at
September December
30, 31,
2009 2008
Carrying balance, beginning of year $ 1,928  $ 739
Liabilities incurred 185
Accretion expense 77 76
Revisions in estimated cash flows (1,126) 1,113
Carrying balance, end of period 1,064 1,928
Less: current portion 871
Carrying balance, end of period $ 193 $ 1,928

7. COMMITMENTS AND CONTINGENCIES

Zitong Block Exploration Commitment

At December 31, 2005, the Company, through Sunwing Energy, Ltd. ( Sunwing and Sunwing Energy ), the

Company s existing, wholly-owned company established for activities in China, held a 100% working interest in a

thirty-year production-sharing contract with China National Petroleum Corporation ( CNPC ) in a contract area, known

as the Zitong Block, located in the northwestern portion of the Sichuan Basin. In January 2006, the Company

farmed-out 10% of its working interest in the Zitong block to Mitsubishi Gas Chemical Company Inc. of Japan

( Mitsubishi ) for $4.0 million.

The Company has completed the first phase of this project and in December 2007, the Company and Mitsubishi (the
Zitong Partners ) made a decision to enter into the next three-year exploration phase ( Phase 2 ) of the project. By

electing to participate in Phase 2 the Zitong Partners must relinquish 30%, plus or minus 5%, of the Zitong block

acreage and complete a minimum work program involving the acquisition of approximately 200 miles of new seismic

lines and approximately 23,700 feet of drilling (including the Phase 1 shortfall), with total gross remaining estimated

minimum expenditures for this program of $27.4 million. The Zitong Partners have relinquished 25% of the Block to

complete the Phase I relinquishment requirement. The Phase 2 seismic line acquisition commitment was fulfilled in

the Phase 1 exploration program. Drilling is planned to commence in early 2010. The Zitong Partners must complete

the minimum work program by the end of the Phase 2 period, December 31, 2010, or will be obligated to pay to

CNPC the cash equivalent of the deficiency in the work program for that exploration phase. Following the completion

of Phase 2, the Zitong Partners must relinquish all of the remaining property except any areas identified for

development and production.
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Long Term Obligation

As part of its acquisition of the HTL™ Technology license, the Company assumed an obligation to pay $1.9 million
in the event, and at such time that, the sale of units incorporating the HTL™ Technology for petroleum applications
reach a total of $100.0 million. This obligation is recorded in the Company s consolidated balance sheet.

Income Taxes

The Company s income tax filings are subject to audit by taxation authorities, which may result in the payment of
income taxes and/or a decrease in its net operating losses available for carry-forward in the various jurisdictions in
which the Company operates. While the Company believes its tax filings do not include uncertain tax positions,

except as noted below, the results of potential audits or the effect of changes in tax law cannot be ascertained at this
time.

10
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The Company has an uncertain tax position in China related to when its entitlement to take tax deductions associated
with development costs commenced. In March 2007, the Company received a preliminary indication from local
Chinese tax authorities as to a potential change in the rule under which development costs are deducted from taxable
income effective for the 2006 tax year. The Company discussed this matter with Chinese tax authorities and
subsequently filed its 2006 tax return for Sunwing s wholly-owned subsidiary Pan-China Resources Ltd. ( Pan-China )
taking a new filing position in which development costs are capitalized and amortized on a straight line basis over six
years starting in the year the development costs are incurred rather than deducted in their entirety in the year incurred.
This change resulted in a $50.3 million reduction in tax loss carry-forwards in 2007 with an equivalent increase in the
tax basis of development costs available for application against future Chinese income. The Company has received no
formal notification of this rule change; however, it will continue to file tax returns under this new approach. To the
extent that there is a different interpretation in the timing of the deductibility of development costs, this could
potentially result in an increase of $1.1 million to the current tax provision.

The Company has an uncertain tax position related to the calculation of a gain on the consideration received from two
farm-out transactions and the designation of whether the taxable gains may be subject to a withholding tax of 10%
pursuant to Chinese tax law for income derived by a foreign entity. The Company is waiting for the Chinese tax
authorities to reply to its request to validate in writing that its current treatment of such tax position is appropriate. To
the extent that the calculation of a gain is interpreted differently and the amounts are subject to withholding tax, there
would be an additional current tax provision of approximately $0.7 million.

No amounts have been recorded in the financial statements related to the above mentioned uncertain tax positions as
management has determined the likelihood of an unfavorable outcome to the Company to be low.

Other Commitments

From time to time, the Company enters into consulting agreements whereby a success fee may be payable if and when
a definitive agreement is signed or certain other contractual milestones are met. Under the agreements, the consultant
may receive cash, Company shares, stock options or some combination thereof. These fees are not considered to be
material in relation to the overall capital costs and funding requirements of the future individual projects.

In July 2008, the Company completed the acquisition of Talisman Energy Canada s ( Talisman ) 100% working
interests in two leases located in the Athabasca oil sands region in the Province of Alberta, Canada. In addition to the
total purchase price of Cdn.$90.0 million, the Company may also be required to make a cash payment to Talisman of
Cdn.$15 million if the requisite government and other approvals necessary to develop the northern border of one of
the leases are obtained. No amount is recorded in the financial statements for this payment as at September 30, 2009
as the chance of occurrence cannot be determined at this time.

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 the Company 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 potential litigation matters or indemnities would not materially affect the financial position of
the Company.
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8. SHARE CAPITAL AND WARRANTS

Following is a summary of the changes in shareholder s equity (excluding accumulated deficit) and stock options
outstanding for the nine-month period ended September 30, 2009:

Stock Options
Wtd.
Avg
Common Shares Exercise
Number Purchase Contributed Convertible Number Price
(thousands) Amount Warrants Surplus Note (thousands) Cdn.$
Balance December 31,
2008 279,381 $413,857 $ 18805 $ 16,862 $ 2,086 11,913 $§ 232
Shares issued for:
Exercise of options 46 153 (55 46) $ 2.8
Options:
Granted 3998 $ 2.15
Forfeited 3B17) $ 212
Cancelled 317) $ 256
Compensation
calculated for stock
option grants* 2,258
Balance September 30,
2009 279,427 $414,010 $ 18805 $ 19,065 $ 2,086 15231 $ 228

* - includes stock

based

compensation

charged to

continuing

operations as

well as

discontinued

operations.
There were no changes to the number of the Company s purchase warrants and common shares issuable upon the
exercise of the purchase warrants for the nine-month period ended September 30, 2009.
As at September 30, 2009, the following purchase warrants were exercisable to purchase common shares of the
Company until the expiry date at the price per share as indicated below:

Purchase Warrants

Price per Common Exercise Cash
Price
Year of Special Shares per Value on
Expiry

Issue Warrant Issued Exercisable Issuable Value Date Share Exercise

($U.S. ($U.S.

(thousands) 000) 000)

2006 U.S.$2.23 11,400 11,400 11,400 18,805 (1) 31,153
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May Cdn.
2011 $2.93

(1) Each common

share purchase

warrant

originally

entitled the

holder to

purchase one

common share at

a price of $2.63

per share until

the fifth

anniversary date

of the closing of

the transaction.

In

September 2006,

these warrants

were listed on the

Toronto Stock

Exchange and the

exercise price

was changed to

Cdn.$2.93.
9. SEGMENT INFORMATION
The Company has four reportable business segments: Oil and Gas Integrated, Oil and Gas Conventional, Business
and Technology Development and Corporate. These segments are different from those reported in the Company s
previous financial statements included in its Form 10-Qs and Form 10-Ks and as such, the presentation has been
changed to conform to the new segments. Due to newly established geographically focused entities and the initiation
of two new integrated projects in the second half of 2008, new segments are being reported to reflect how
management now analyzes and manages the Company. In July 2009, the Company sold its U.S. operating segment
(see Note 14); consequently, the segment information has been revised to reflect this sale.
Oil and Gas
Integrated
Projects in this segment will have two primary components. The first component consists of conventional exploration
and production activities together with enhanced oil recovery techniques such as steam assisted gravity drainage. The
second component consists of the deployment of our HTL™ Technology that will be used to upgrade heavy oil at
facilities located in the field to produce lighter, more valuable crude. The Company has two such projects currently
reported in this segment a heavy oil project in Alberta and a heavy oil project in Ecuador.
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Conventional

The Company explores for, develops and produces crude oil and natural gas in China. In China, the Company s
development and production activities are conducted at the Dagang oil field located in Hebei Province and its
exploration activities are conducted on the Zitong block located in Sichuan Province. Prior to July 2009, (see Note 14)
the Company conducted U.S. exploration, development and production activities primarily in California and Texas.
Business and Technology Development

The Company incurs various costs in the pursuit of projects throughout the world. Such costs incurred prior to signing
a memorandum of understanding ( MOU ) or similar agreement, are considered to be business and technology
development and are expensed as incurred. Upon executing a MOU to determine the technical and commercial
feasibility of a project, including studies for the marketability for the project s products, the Company assesses whether
the feasibility and related costs incurred have potential future value, are likely to lead to a definitive agreement for the
exploitation of proved reserves and should be capitalized.

Additionally, the Company incurs costs to develop, enhance and identify improvements in the application of the
technologies it owns or licenses. The cost of equipment and facilities acquired, or construction costs for such
purposes, are capitalized as development costs and amortized over the expected economic life of the equipment or
facilities, commencing with the start up of commercial operations for which the equipment or facilities are intended.
Corporate

The Company s corporate segment consists of costs associated with the board of directors, executive officers,
corporate debt, financings and other corporate activities.

13
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The following tables present the Company s segment information for the three-month and nine-month periods ended
September 30, 2009 and 2008 and identifiable assets as at September 30, 2009 and December 31, 2008:

Three Month Period Ended September 30, 2009

Business
Qil and Gas and
Integrated Conventional Technology
Canada Ecuador China U.S. Development Corporate  Total
Revenue
Oil revenue $ $ $ 7917 $ $ $ $ 70917
Gain on derivative instruments 72 72
Interest income 2 2
7,989 2 7,991
Expenses
Operating costs 2,907 2,907
General and administrative 239 606 636 2,931 4,412
Business and technology
development 104 2,197 2,301
Depletion and depreciation 1 11 5,130 129 37 5,308
Foreign exchange (gain) loss @) 3 2 2,817 2,815
Interest expense and financing
costs 151 25 1 177
Provision for impairment 948 948
337 617 8,827 3,301 5,786 18,868
Loss from continuing
operations before income taxes (337) (617) (838) (3,301) (5,784) (10,877)
(Provision for) recovery of
income taxes
Current (269) (349) (618)
Future 8,700 8,700
(269) 8,700 (349) 8,082
Net income (loss) from
continuing operations (337) (617) (1,107) 5,399 (6,133) (2,795)
Net loss from discontinued
operations (net of tax of
$29.6 million) (23,290) (23,290)

$ 337) $ (617) $(1,107) $(23,290) $ 5399 §$ (6,133) $(26,085)
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$3,186 $ 1,333 $ 1,179 § $

14

125

$ 5,823
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Nine Month Period Ended September 30, 2009

Business
QOil and Gas and
Integrated Conventional Technology
Canada Ecuador China U.S. Development Corporate
Revenue
Oil revenue $ $ $19,659 $ $ $
Loss on derivative instruments (1,020)
Interest income 4 16
18,643 16
Expenses
Operating costs 8,052
General and administrative 573 1,583 1,663 10,307
Business and technology
development 491 5,613
Depletion and depreciation 3 47 15,646 1,502 110
Foreign exchange (gain) loss (12) 39 2 4,472
Interest expense and financing
costs 430 76 6
Provision for impairment 948
1,055 1,630 25,830 8,141 14,895
Loss from continuing
operations before income
taxes (1,055) (1,630)  (7,187) (8,141) (14,879)
(Provision for) recovery of
income taxes
Current (1,266) (358)
Future 8,700
(1,266) 8,700 (358)

Net income (loss) from

continuing operations (1,055) (1,630) (8,453) 559 (15,237)
Net loss from discontinued

operations (net of tax of

$29.6 million) (23,921)

Net income (loss) and
comprehensive income (loss) $ (1,055) $ (1,630) $ (8,453) $(23,921) $ 559 $ (15,237)

Table of Contents

Total

$ 19,659
(1,020)

20

18,659
8,052
14,126
6,104
17,308
4,501

512
948

51,551

(32,892)

(1,624)
8,700

7,076

(25,816)

(23,921)

$ (49,737)
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Capital Investments $ 9263 $ 2883 $ 3,702 $ $ 1,818 $ 57 $ 17,723

Identifiable Assets:

As at September 30, 2009 $90,885 $ 5,102 $53,989 $ $ 103,708 $ 31,346 $285,030

As at December 31, 2008 $81,126 $ 1,766 $64901 $ 37480 $ 105587 $ 26,415 $317,275
15
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Revenue

Oil revenue

Gain on derivative instruments
Interest income

Expenses

Operating costs

General and administrative
Business and technology
development

Depletion and depreciation
Foreign exchange (gain) loss
Interest expense and financing
costs

Income (loss) from continuing
operations before income taxes

Provision for income taxes
Current
Future

Net income (loss) from
continuing operations

Net income from discontinued
operations

Net income (loss) and

comprehensive income (loss)

Capital Investments

Table of Contents

Three Month Period Ended September 30, 2008

Business
QOil and Gas and
Integrated Conventional Technology
Canada Ecuador China U.S. Development Corporate
$ $ $14912 $ $ $
10,898
11 338
25,821 338
6,626
655 101 621 2,762
(19) 2,034
1 5,892 631
18 (45) 237
169 22 144
637 101 13,326 2,642 3,143
(637) (101) 12,495 (2,642) (2,805)
(359) (2) (2)
(1,125)
(1,484) (2) (2)
(637) (101) 11,011 (2,644) (2,807)
5,240
$ 637) $ (101) $11,011 $5240 $ (2,644) $ (2,807)
$3997 $ $ 1,793 $ $ 2565 $

Total
$14,912
10,898
349
26,159
6,626
4,139
2,015
6,524
210
335

19,849

6,310

(363)
(1,125)

(1,488)

4,822

5,240

$10,062

$ 8355
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Revenue

Oil revenue

Loss on derivative instruments
Interest income

Expenses

Operating costs

General and administrative
Business and technology
development

Depletion and depreciation
Foreign exchange (gain) loss
Interest expense and financing
costs

Loss from continuing
operations before income taxes

(Provision for) recovery of
income taxes

Current

Future

Net loss from continuing
operations

Net income from discontinued
operations

Net income (loss) and

comprehensive income (loss)

Capital Investments
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Nine Month Period Ended September 30, 2008

Business
QOil and Gas and
Integrated Conventional Technology
Canada Ecuador China U.S. Development Corporate
$ $ $37,547 $ $ $

(6,793)

36 355

30,790 355
16,239

1,404 102 1,613 8,319

129 4,805

1 17,892 1,968 3

289 (45) 287

642 54 396

1,534 102 36,675 6,782 9,005

(1,534) (102) (5,885) (6,782) (8,650)

(359) (2) (2)
1,161

802 2) 2)

(1,534) (102) (5,083) (6,784) (8,652)

1,942
$(1,534) $ (102) $(5,083) $1942 $ (6,784) $ (8,652)
$ 3,998 $ $ 5566 $ $ 3511 $

Total
$ 37,547
(6,793)
391
31,145
16,239
11,438
4,934
19,864
531
1,092

54,098

(22,953)

(363)
1,161

798

(22,155)

1,942

$(20,213)

$ 13,075
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10. FINANCIAL INSTRUMENTS AND FINANCIAL RISK FACTORS

The accounting classification of each category of financial instruments, and their carrying amounts, are set out below.
Carrying amounts approximate fair value except for long-term debt. After taking into account its own credit risk, the
Company calculated the fair value of its long-term debt to be $42.0 million as at September 30, 2009.

As at September 30, 2009
Financial
Available-for- liabilities
sale Total
Loans and financial Held-for- measured at carrying
amortized
receivables assets trading cost amount
Financial Assets:
Cash and cash equivalents $ $ $ 39,466 $ $ 39,466
Accounts receivable 6,422 6,422
Note receivable 248 248
Restricted cash 2,850 2,850
Financial Liabilities:
Accounts payable and accrued
liabilities (7,510) (7,510)
Derivative instruments (173) (173)
Long term debt (42,818) (42,818)
Long term obligation (1,900) (1,900)
$ 6,670 $ $ 42,143 $ (52,228) S (3,415)

17

Table of Contents 31



Edgar Filing: IVANHOE ENERGY INC - Form 10-Q

Table of Contents

As at December 31, 2008
Financial
Available-for- liabilities
sale Total
Loans and financial Held-for- measured at carrying
amortized
receivables assets trading cost amount
Financial Assets:
Cash and cash equivalents $ $ $ 38477 $ $ 38,477
Accounts receivable 3,802 3,802
Restricted cash 850 850
Derivative instruments 1,459 1,459
Financial Liabilities:
Accounts payable and accrued
liabilities (9,219) (9,219)
Long term debt (38,267) (38,267)
Long term obligation (1,900) (1,900)
$ 3,802 $ $ 40,786 $ (49,386) $ (4,798)

Financial Risk Factors

The Company is exposed to a number of different financial risks arising from typical business exposures as well as its
use of financial instruments including market risk relating to commodity prices, foreign currency exchange rates and
interest rates, credit risk and liquidity risk. There have been no significant changes to the Company s exposure to risks
or to management s objectives, policies and processes to manage risks from the previous year except the availability of
financing is dependent in part on the return of the credit and equity markets to normalized conditions. During the
fourth quarter of 2008, and the first nine months of 2009, as a result of the global economic crisis, the terms and
availability of equity and debt capital have been materially restricted and financing may not be available when
required or on commercially acceptable terms.

11. CAPITAL MANAGEMENT

The Company manages its capital so that the Company and its subsidiaries will be able to continue as a going concern
and to create shareholder value through exploring, appraising and developing its assets including the major initiative
of implementing multiple, full-scale, commercial HTL heavy oil projects in Canada, Ecuador and elsewhere
internationally as business opportunities arise. There have been no significant changes in management s objectives,
policies and processes to manage capital or the components of capital from the previous year.
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12. SUPPLEMENTAL CASH FLOW INFORMATION
Supplemental cash flow information for the three-month and nine-month periods ended September 30:

Three Months Nine Months
Ended September 30, Ended September 30,
2009 2008 2009 2008
Supplemental Cash Flow Information
Cash paid during the period for
Income taxes $ $ 5 $ 1,655 $ 5
Interest $ 864 $ 38 % 2059 $ 541
Investing and Financing activities, non-cash
Acquisition of oil and gas assets
Debt issued $ $ 52,052 $ $ 52,052
Conv