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Part | — Financial Information

Item 1 Financial Statements

IVANHOE ENERGY INC.
Unaudited Condensed Consolidated Balance Sheets
(stated in thousands of U.S. Dollars, except share amounts)

June 30, 2006

December 31, 2005

Assets

Current Assets

Cash and cash equivalents $ 25,808 $ 6,724

Accounts receivable (net of allowance for doubtful accounts of $116

and $83 as at June 30, 2006 and December 31, 2005, respectively) 7,967 9,994

Prepaid and other current assets 391 338
34,166 17,056

Oil and gas properties and investments, net 133,130 119,654

Intangible assets - technology 102,111 102,068

Long term assets 2,367 2,099

$ 271,774  $ 240,877

Liabilities and Shareholders' Equity

Current Liabilities

Accounts payable and accrued liabilities $ 15179 $ 25,791

Project advance from partner 3,249 -

Notes payable - current portion 3,730 1,667

Asset retirement obligations - current portion - 950
22,158 28,408

Long term debt 3,971 4,972

Asset retirement obligations 1,525 830

Long term obligation 1,900 1,900

Commitments and contingencies

Shareholders' Equity

Share capital, issued 241,173,798 common shares;

December 31, 2005 220,779,335 common shares 318,673 291,088
Purchase warrants 23,955 5,150
Contributed surplus 4,664 3,820
Accumulated deficit (105,072) (95,291)

242,220 204,767
$ 271,774  $ 240,877

(See accompanying notes)



IVANHOE ENERGY INC.
Unaudited Condensed Consolidated Statements of Operations and Accumulated Deficit
(stated in thousands of U.S. Dollars, except per share amounts)

Three Months Six Months
Ended June 30, Ended June 30,
2006 2005 2006 2005

Revenue
Oil and gas revenue $ 12814 $ 6,617 $ 22640 $ 12,310
Interest income 270 28 308 71

13,084 6,645 22,948 12,381
Expenses
Operating costs 3,858 1,771 6,574 3,533
General and administrative 2,727 1,506 4,727 3,917
Business and product development 1,454 1,178 3,116 1,897
Depletion and depreciation 9,189 2,567 17,036 4774
Interest expense and financing costs 261 375 526 495
Write-down and provision for impairment - 279 750 279

17,489 7,676 32,729 14,895
Net Loss 4,405 1,031 9,781 2,514
Accumulated Deficit, beginning of period 100,667 83,262 95,291 81,779
Accumulated Deficit, end of period $ 105072 $ 84293 $ 105072 $ 84,293
Net Loss per share - Basic and Diluted $ 002 $ 001 $ 0.04 $ 0.01
Weighted Average Number of Shares (in thousands) 235,388 195,200 229,997 183,621

(See accompanying notes)



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

Operating Activities
Net loss
Items not requiring use of cash:
Depletion and depreciation
Write-down and provision for impairment
Stock based compensation
Other
Changes in non-cash working capital items

Investing Activities

Capital investments

Merger, net of cash acquired

Merger and acquisition related costs
Proceeds from sale of assets

Advance payments

Other

Changes in non-cash working capital items

Financing Activities

Shares issued on private placements, net of share issue costs
Proceeds from exercise of options and warrants

Share issue costs on shares issued for Merger

Proceeds from debt obligations

Payments of debt obligations

Other

Increase (decrease) in cash and cash equivalents, for the period
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

Three Months Six Months
Ended June 30, Ended June 30,
2006 2005 2006 2005

$ (4,405) $ (1,031) $ 9,781) $ (2,514)
9,189 2,567 17,036 4,774
- 279 750 279
716 534 1,069 830
409 24 507 40
(2,287) (499) (3,879) (744)
3,622 1,874 5,702 2,665
(3,710) (12,068) (8,602) (24,355)
- (9,979) - (9,979)
(325) (957) (502) (1,687)
- - 5,350 -
(50) (300) (50) (600)
(60) (76) (69) (76)
(1,770) 2,729 (2,855) 9,912
(5,915) (20,651) (6,728) (26,785)
25,315 10,153 25,315 10,153
358 1,690 449 1,725
- (93) - (93)
- 2,000 - 8,000
(5,032) (417) (5,654) (833)
- (163) - (426)
20,641 13,170 20,110 18,526
18,348 (5,607) 19,084 (5,594)
7,460 9,335 6,724 9,322
$ 25808 $ 3,728 $ 25,808 $ 3,728

(See accompanying notes)



Notes to the Condensed Consolidated Financial Statements

June 30, 2006
(all tabular amounts are expressed in thousands of U.S. dollars except per share amounts)

(Unaudited)
1. BASIS OF PRESENTATION

The Company’s 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
14. The unaudited condensed consolidated financial statements have been prepared on a basis consistent with the
accounting principles and policies reflected in the December 31, 2005 consolidated financial statements. 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, 2005 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 preparation of financial statements requires management to make estimates and assumptions that affect the
reported amounts and other disclosures in these condensed consolidated financial statements. Actual results may
differ from those estimates.

2. SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation

As more fully described in Note 13, on April 15, 2005 the Company acquired all the issued and outstanding
common shares of Ensyn Group, Inc. (“Ensyn”) pursuant to a merger between Ensyn and a wholly owned
subsidiary of the Company (“Merger”) in accordance with an Agreement and Plan of Merger dated December 11,
2004 (“Merger Agreement”). This acquisition was accounted for using the purchase method. These condensed
consolidated financial statements include the accounts of lvanhoe Energy Inc. and its subsidiaries, including those
acquired in the Merger, all of which are wholly owned.

The Company conducts most exploration, development and production activities in its oil and gas business jointly
with others. Our accounts reflect only the Company's proportionate interest in the assets and liabilities of these
joint ventures.

All inter-company transactions and balances have been eliminated for the purposes of these condensed
consolidated financial statements.

3. OIL AND GAS PROPERTIES AND INVESTMENTS

Capital assets categorized by geographical location and business segment are as follows:



As at June 30, 2006

Oil and Gas
U.S. China GTL EOR Total
Oil and Gas Properties:
Proved $ 94687 $ 104354 $ -3 - $ 199,041
Unproved 11,058 5,674 - - 16,732
105,745 110,028 - - 215,773
Accumulated depletion (18,355) (27,695) - - (46,050)
Accumulated provision for impairment (50,350) (5,750) - - (56,100)
37,040 76,583 - - 113,623
GTL and EOR Investments:
Feasibility studies and other deferred costs - - 4,942 6,655 11,597
Commercial demonstration facility - - - 10,600 10,600
Accumulated depreciation - - - (2,893) (2,893)
- - 4,942 14,362 19,304
Furniture and equipment 487 107 - 73 667
Accumulated depreciation (400) (46) - (18) (464)
87 61 - 55 203
$ 37127 $ 76644 $ 4942 $ 14417 $ 133,130
As at December 31, 2005
Oil and Gas
U.S. China GTL EOR Total
Oil and Gas Properties:
Proved $ 99,721 $ 71,760 $ -3 - $ 171481
Unproved 9,676 5,320 - - 14,996
109,397 77,080 - - 186,477
Accumulated depletion (15,920) (16,036) - - (31,956)
Accumulated provision for impairment (50,350) (5,000) - - (55,350)
43,127 56,044 - - 99,171
GTL and EOR Investments:
Feasibility studies and other deferred costs - - 4,570 6,142 10,712
Commercial demonstration facility - - - 9,599 9,599
- - 4,570 15,741 20,311
Furniture and equipment 485 95 - 15 595
Accumulated depreciation (380) (37) - (6) (423)
105 58 - 9 172
$ 43232 $ 56,102 $ 4570 $ 15750 $ 119,654

Costs as at June 30, 2006 and December 31, 2005 of $16.7 million and $15.0 million related to unproved oil and
gas properties have been excluded from the depletion calculations.

For the three-month and six-month periods ended June 30, 2006, general and administrative expenses related
directly to oil and gas acquisition, exploration and development activities, and investments in gas-to-liquids
(“*GTL”) and enhanced oil recovery (“EOR”) projects of $0.8 million and $1.6 million were capitalized. During
those same periods in 2005, $1.2 million and $2.1 million were capitalized.

The Company re-acquired a 40% working interest in the Dagang oil project in February of 2006 (See Note 13).
The total purchase price was $28.3 million and has been included in China’s proved properties as at June 30, 2006.

The Company sold its interest in certain California properties for $5.4 million with an effective sale date of
February 1, 2006. This sale did not significantly alter the depletion rate, therefore the proceeds were credited to
U.S. proved properties with no gain or loss recognized.



As at June 30, 2006 and December 31, 2005, EOR investments included $10.6 million and $9.6 million of costs
associated with the rapid thermal processing technology (“RTP™ Technology”) commercial demonstration
facility located on Aera Energy LLC’s (“Aera”) property in California’s San Joaquin Basin. The RTP™
commercial demonstration facility (“RTP™ CDF”) was in a commissioning phase as at December 31, 2005 and,
as such, was not depreciated, nor impaired, for the year ended December 31, 2005. The commissioning phase
ended in January 2006 and the RTP™ CDF was placed into service. There was no revenue associated with the
RTP™ CDF operations for the three-month and six-month periods ended June 30, 2006 and 2005. For the three-
month and six-month periods ended June 30, 2006, $1.7 million and $2.9 million of depreciation were recorded for
the RTP™ CDF. Depreciation of the RTP™ CDF is calculated using the straight-line method over its current
useful life of one year which is based on the existing term of the agreement with Aera to use their property to test
the RTP™ CDF.

4. INTANGIBLE ASSETS - TECHNOLOGY
The Company’s intangible assets consist of the following:
RTP™ Technology

In the Merger with Ensyn, the Company acquired an exclusive, irrevocable license to deploy, worldwide, the
RTP™ Technology for petroleum applications as well as the exclusive right to deploy RTP™ Technology in all
applications other than biomass. The carrying value of the RTP™ Technology as at June 30, 2006 and December
31, 2005 was $92.1 million.

Syntroleum Master License

The Company owns a master license from Syntroleum Corporation (“Syntroleum”) permitting the Company to
use Syntroleum’s proprietary GTL process in an unlimited number of projects around the world. The Company’s
master license expires on the later of April 2015 or five years from the effective date of the last site license issued
to the Company by Syntroleum. The Syntroleum GTL process converts natural gas into synthetic liquid
hydrocarbons that can be utilized to develop, among other things, clean-burning diesel fuel. In July 2003, the
master license was amended in respect of GTL projects in which both the Company and Syntroleum participate
such that no additional license fees or royalties will be payable by the Company and that Syntroleum will
contribute, to any such project, the right to manufacture specialty and lubricant products. Both companies have the
right to pursue GTL projects independently, but the Company would be required to pay the normal license fees and
royalties in such projects. The carrying value of the Syntroleum master license as at June 30, 2006 and December
31, 2005 was $10.0 million.

These intangible assets were not amortized and there was no indication of impairment for the three-month and six-
month periods ended June 30, 2006 and 2005.

5. NOTES PAYABLE

Notes payable consisted of the following as at:



June 30, December 31,

2006 2005
Non-interest bearing promissory note, due 2006 through 2009 $ 6,566 $
Variable rate bank note, 8.375% as at June 30, 2006 and 7.375%
as at December 31, 2005, due 2006 though 2007 1,806 2,639
8% promissory note, due 2007 - 4,000
8,372 6,639
Less:
Unamortized discount (671) -
Current maturities (3,730) (1,667)
(4,401) (1,667)
$ 3,971 $ 4,972

Promissory Notes

In February 2006, the Company re-acquired the 40% working interest in the Dagang oil project not already owned
by the Company. Part of the consideration was a non-interest bearing, unsecured note payable issued by the
Company of approximately $7.4 million ($6.5 million after being discounted to net present value). The note is
payable in 36 equal monthly installments commencing March 31, 2006 (See Note 13).

As at December 31, 2004, the Company had a stand-by loan facility for $6.0 million. In February 2005, the
Company borrowed the full amount of this stand-by loan facility and amended the loan agreement to provide the
lender the right to convert, at the lender’s election, unpaid principal and interest during the loan term to the
Company’s common shares at $2.25 per share. In May 2005, the Company finalized a second convertible loan
agreement with the same lender for $2.0 million which provided the lender the right to convert, at the lender’s
election, unpaid principal and interest during the loan term to the Company’s common shares at $2.15 per share.

In November 2005, the Company signed an agreement with the lender of the convertible loan to repay $4.0 million
of this loan with 2,453,988 common shares of the Company at $1.63 per share. Additionally, the residual $4.0
million of the convertible loan was refinanced with a $4.0 million promissory note due November 23, 2007 with
interest payable monthly at a rate of 8% per annum. The previously granted conversion rights attached to the
convertible loan were cancelled and the Company granted the lender 2,000,000 purchase warrants, each of which
entitles the holder to purchase one common share at a price of $2.00 per share until November 2007. This note was
repaid in April 2006 (See Note 8).

Bank Note

In February 2003, the Company obtained a bank facility for up to $5.0 million to develop the southern expansion
of its South Midway field. The bank facility was fully drawn in July 2004 and repayment of the principal and
interest commenced in August 2004 with interest at 0.5% above the bank’s prime rate or 3.0% over the London
Inter-Bank Offered rate, at the option of the Company. The principal and interest are repayable, monthly, over a
three-year period ending July 2007. The note is secured by all the Company’s rights and interests in the South
Midway properties.

Revolving Line of Credit

The Company has a revolving credit facility for up to $1.25 million from a related party, repayable with interest at
U.S. prime plus 3%. The Company did not draw down any funds from this credit facility for the three-month and
six-month periods ended June 30, 2006 and 2005.

The scheduled maturities of the notes payable, excluding unamortized discount, as at June 30, 2006 were as
follows:



2006 $ 2,064

2007 3,432
2008 2,460
2009 416

$ 8372

6. ASSET RETIREMENT OBLIGATIONS

The Company provides for the expected costs required to abandon its producing U.S. oil and gas properties and the
RTP™ CDF. The undiscounted amount of expected future cash flows required to settle the Company’s asset
retirement obligations for these assets as at June 30, 2006 was estimated at $2.1 million. The liability for the
expected future cash flows, as reflected in the financial statements, has been discounted at 5% to 7% and the
changes in the Company’s liability for the six-month period ended June 30, 2006 were as follows:

Balance as at December 31, 2005 $ 1,780
Liabilities transferred (32)
Accretion expense 34
Revisions in estimated cash flows (257)

Balance as at June 30, 2006 $ 1,525

7. COMMITMENTS AND CONTINGENCIES
Zitong Block Exploration Commitment

With the signing of the production-sharing contract for the Zitong block, the Company was obligated to conduct a
minimum exploration program during the first three years ending December 1, 2005 (“Phase 1”). The Phase 1
work program included acquiring approximately 300 miles of new seismic lines, reprocessing approximately 1,250
miles of existing seismic and drilling a minimum of approximately 23,000 feet. The Company completed Phase 1
with the exception of drilling approximately 13,800 feet. The first Phase 1 exploration well drilled in 2005 was
suspended, having found no commercial quantities of hydrocarbons. In December 2005, the Company was granted
an extension of Phase 1 to May 31, 2006 and in April 2006, a further extension was granted to November 30, 2006
provided the second Phase 1 exploration well is spud before that date.

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 subject to the approval of China National
Petroleum Corporation (“CNPC”) and PetroChina. The farm-out agreement became effective when this approval
was obtained in May 2006 and with Mitsubishi advancing the Company $4.0 million dollars to drill the second
exploration well. Mitsubishi has the option to increase its participating interest to 20% by paying $0.4 million plus
costs per percentage point prior to any discovery, or $8.0 million plus costs for an additional 10% interest after
completion and testing of the first well drilled under the farm-out agreement. The Company and Mitsubishi (the
“Zitong Partners”) are planning to spud a second Phase 1 exploration well before November 30, 2006 after which
a decision will be made whether or not to enter into the next three-year exploration phase (“Phase 2”). The $4.0
million advance from Mitsubishi will be used to pay for the well and the balance of $3.2 million is recorded as
project advance from partner as at June 30, 2006. If the Company elects not to enter into Phase 2, it will be
required to pay CNPC, within 30 days after its election, a cash equivalent of its share of the deficiency in the work
program estimated to be $0.3 million after the drilling of the second Phase 1 well. If the Company elects not to
enter Phase 2, costs related to the Zitong block in the approximate amount of $5.7 million will be required to be
included in the depletable base of the China full cost pool. This may result in a ceiling test impairment related to
the China full cost pool in a future period.

If the Zitong Partners elect to participate in Phase 2, they must complete a minimum work program consisting of
new seismic lines equal to approximately 200 miles and drill approximately 23,000 feet, with estimated minimum
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expenditures for the program of $16 million. Following the completion of Phase 2, the Zitong Partners must
relinquish all of the property except any areas identified for development and production. If the Zitong Partners
elect to enter into Phase 2, they must complete the minimum work program or will be obligated to pay to CNPC
the cash equivalent of the deficiency in the work program for that exploration phase.

Long Term Obligation

As part of the Merger with Ensyn, the Company assumed an obligation to pay $1.9 million in the event, and at
such time that, the sale of units incorporating the RTP™ Technology for petroleum applications reach a total of
$100.0 million. This obligation has been recorded in the Company’s consolidated balance sheet.

Other Commitments

The Company assumed an obligation to advance to a subsidiary of Ensyn Corporation, formed from the spin-off of
Ensyn’s Renewables Business immediately prior to the Merger, up to approximately $0.4 million if this subsidiary
cannot meet certain debt servicing ratios required under a Canadian municipal government loan agreement. The
loan principal is repayable in nine equal annual installments commencing April 1, 2006 and ending April 1, 2014.
Ensyn Corporation has agreed to indemnify the Company for any amounts advanced to the subsidiary under the
loan agreement.

The Company may provide indemnifications, in the course of normal operations, that are often standard
contractual terms to counterparties in certain transactions such as purchase and sale agreements. The terms of these
indemnifications 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
indemnifications would not materially affect the financial position of the Company.

8. SHARE CAPITAL

Following is a summary of the changes in share capital and stock options outstanding for the six-month period
ended June 30, 2006:

Common Shares Stock Options
Weighted
Average
Exercise
Number Contributed Number Price
(thousands) Amount Surplus (thousands) Cdn.$
Balance December 31, 2005 220,779 $ 291,088 % 3,820 10,278  $ 221
Shares issued for:
Acquisition of oil and gas assets 8,592 20,000 - - -
Private placements, net of share issue costs 11,400 6,510 - - -
Services 148 401 - - -
Exercise of options 255 674 (225) (255) $ 2.13
Options:
Granted - - - 1,799 % 3.15
Expired - - - (401) $ 3.56
Stock based compensation - 1,069 - -
Balance June 30, 2006 241,174 $ 318,673 $ 4,664 11,421 $ 2.31
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Purchase Warrants

The following reflects the changes in the Company’s purchase warrants and common shares issuable upon the
exercise of the purchase warrants for the six-month period ended June 30, 2006:

Common
Purchase Shares
Warrants Issuable
(thousands)

Balance December 31, 2005 25,469 21,883
Purchase warrants expired (7,173) (3,587)
Private placements 11,400 11,400

Balance June 30, 2006 29,696 29,696

On April 7, 2006, the Company closed a special warrant financing by way of private placement for $25.4 million.
The financing consisted of 11,400,000 special warrants issued for cash at $2.23 per special warrant. Each special
warrant entitles the holder to receive, at no additional cost, one common share and one common share purchase
warrant. Each common share purchase warrant entitles the holder to purchase one common share at a price of
$2.63 per share until the fifth anniversary date of the closing.

A portion of the proceeds of the financing, in the amount of $4.0 million, has been used to pay down long term
debt.

As at June 30, 2006, 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
Year of Special Shares Price per
Issue Warrant Issued Exercisable Issuable Value Expiry Date Share

(thousands) ($U.S. 000)

2005 Cdn. $3.10 4,100 4,100 4,100 $ 2,412 April 2007 Cdn. $3.50

2005 Cdn. $3.10 1,000 1,000 1,000 534 July 2007 Cdn. $3.50

2005 U.S. $1.63 11,196 11,196 11,196 1,891  November 2007 U.S. $2.50

2005 n/a 2,000 2,000 2,000 313 November 2007 U.S. $2.00

2006 U.S.$2.23 11,400 11,400 11,400 18,805 April 2011 U.S. $2.63
29,696 29,696 29,696 23,955

The weighted average exercise price of the exercisable purchase warrants, as at June 30, 2006 was U.S. $2.63 per
share.

The Company calculated a value of $18.8 million for the purchase warrants issued in 2006. This value was
calculated in accordance with the Black-Scholes (“B-S”) pricing model using a weighted average risk-free interest
rate of 4.4%, a dividend yield of 0.0%, a weighted average volatility factor of 75.26% and an expected life of 5
years.

9. STOCK BASED COMPENSATION

The Company accounts for all stock options granted using the fair value based method of accounting. This method
was adopted effective January 1, 2004 for stock options granted to employees and directors after January 1, 2002.
Under this method, compensation costs are recognized in the financial statements over the stock options’ vesting
period using an option-pricing model for determining the fair value of the stock options at the grant date.

For the three-month and six-month periods ended June 30, 2006, the Company expensed $0.7 million and $1.1
million in stock based compensation. During those same periods in 2005, $0.5 million and $0.8 million were
expensed.
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10. PROVISION FOR IMPAIRMENT

On March 25, 2006, the Ministry of Finance of the Peoples Republic of China (“PRC”) issued the “Administrative
Measures on Collection of Windfall Gain Levy on Oil Exploitation Business” (the “Windfall Levy Measures™).
According to the Windfall Levy Measures, effective as of March 26, 2006, enterprises exploiting and selling crude
oil in the PRC are subject to a windfall gain levy (the “Windfall Levy”) if the monthly weighted average price of
crude oil is above $40 per barrel. The Windfall Levy is imposed at progressive rates from 20% to 40% on the
portion of the weighted average sales price exceeding $40 per barrel. The amounts paid for the Windfall Levy are
included with operating expenses in the accompanying statements of operations. The Company understands that
the Windfall Levy will be deductible for corporate income tax purposes in the PRC and will not be eligible for cost
recovery under the Company’s production sharing contract with CNPC in respect of the Dagang project. In
addition, we evaluate the carrying value of our oil and gas properties for impairment and recognize any impairment
on a quarterly basis. The imposition of the Windfall Levy resulted in an impairment of the Company’s oil and gas
properties of nil and $0.8 million for the three-month and six-month periods ended June 30, 2006.

11. SEGMENT INFORMATION
The Company has three reportable business segments: Oil and Gas, GTL and EOR.
Oil and Gas

The Company explores for, develops and produces crude oil and natural gas in the U.S. and in China. In the U.S,,
the Company’s exploration, development and production activities are primarily conducted in California and
Texas. In China, the Company’s development and production activities are conducted at the Dagang oil field
located in Hebei Province and exploration activities in the Zitong block located in Sichuan Province.

GTL

The Company holds a master license from Syntroleum to use its proprietary GTL technology to convert natural gas
into synthetic fuels. The master license allows the Company to use Syntroleum's proprietary process in an
unlimited number of GTL projects throughout the world to convert natural gas into an unlimited volume of ultra
clean transportation fuels and other synthetic petroleum products. The Company does not currently own or operate
any GTL projects but in the fourth quarter of 2005 entered into a memorandum of understanding (“MOU”) with
Egyptian National Gas Holding Company (“EGAS”) to prepare a feasibility study to construct and operate a GTL
plant in Egypt. The feasibility study has been completed and presented as a report to EGAS along with three
commercial proposals in May 2006. These proposals are currently under consideration by EGAS.

EOR

The Company seeks projects requiring relatively low initial capital outlays to which it can apply innovative
technology and enhanced recovery techniques in developing them. The most significant element of the Company’s
EOR segment is the application of the RTP™ Technology to upgrade heavy oil at facilities located in the field to
produce lighter, more valuable crude. In addition, an RTP™ facility can yield surplus energy for producing steam
and electricity used in heavy-oil production. The thermal energy from the RTP™ process provides heavy-oil
producers with an alternative to natural gas that now is widely used to generate steam.

Corporate

The Company’s corporate office is in Canada with its operational office in the U.S. For this note, any amounts for
the corporate office in Canada are included in Corporate.

The following tables present the Company’s interim segment information for the three-month and six-month
periods ended June 30, 2006 and 2005 and identifiable assets as at June 30, 2006 and December 31, 2005:
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Oil and gas revenue
Interest income

Operating costs

General and administrative
Business and product development
Depletion and depreciation

Interest expense and financing costs

Net (Income) Loss

Capital Investments

Oil and gas revenue
Interest income

Operating costs

General and administrative

Business and product development
Depletion and depreciation

Interest expense and financing costs
Write-downs and provision for impairment

Net (Income) Loss
Capital Investments

Identifiable Assets (As at June 30, 2006)

Identifiable Assets (As at December 31, 2005)

Three-Month Period Ended June 30, 2006

Oil and Gas
U.S. China GTL EOR Corporate Total
$ 3068 $ 9746 $ - 8 - 3 - $ 12814
52 13 - - 205 270
3,120 9,759 - - 205 13,084
912 2,946 - - - 3,858
549 334 - - 1,844 2,727
- - 417 1,037 - 1,454
1,273 6,239 2 1,673 2 9,189
67 61 - 2 131 261
2,801 9,580 419 2,712 1,977 17,489
$ (319) $ (179) $ 419 $ 2712 $ 1772 % 4,405
$ 788 $ 1934 $ 155 $ 833 % -3 3,710
Six-Month Period Ended June 30, 2006
Oil and Gas
U.S. China GTL EOR Corporate Total
$ 6,059 $16581 $ -3 - 8 - $ 22640
66 15 - - 227 308
6,125 16,596 - - 227 22,948
2,116 4,458 - - - 6,574
922 679 - - 3,126 4,727
- - 769 2,347 - 3,116
2,461 11,663 5 2,904 3 17,036
129 106 - 3 288 526
- 750 - - - 750
5,628 17,656 774 5,254 3,417 32,729
$ (497) $ 1060 $ 774 $ 5254 $ 3190 $ 9,781
$ 2065 $ 4651 $ 372 $ 1514 $ -3 8,602
$ 43920 $87577 $14974 $106548 $ 18,755 $ 271,774
$ 48,070 $65020 $14609 $107869 $ 5309 $ 240877
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Oil and gas revenue
Interest income

Operating costs

General and administrative

Business and product development
Depletion and depreciation

Interest expense

Write-downs and provision for impairment

Net (Income) Loss

Capital Investments

Oil and gas revenue
Interest income

Operating costs

General and administrative

Business and product development
Depletion and depreciation

Interest expense

Write-downs and provision for impairment

Net (Income) Loss

Capital Investments

Three-Month Period Ended June 30, 2005

Oil and Gas

U.S. China GTL EOR Corporate Total
$ 3294 $ 3323 ¢ - 3 - 3 - $ 6617
4 1 - - 23 28
3,298 3,324 - - 23 6,645
1,152 619 - - - 1,771
258 137 - - 1,111 1,506
- - 319 859 - 1,178
1,315 1,237 3 9 3 2,567
84 - - - 2901 375
- - 279 - - 279
2,809 1,993 601 868 1,405 7,676
$ (489) $ (1331 $ 601 $ 868 $ 1382 $ 1,031
$ 1722 $ 8700 $ 516 $ 1,130 $ - $ 12,068

Six-Month Period Ended June 30, 2005
Oil and Gas

U.S. China GTL EOR Corporate Total
$ 6163 $ 6147 $ - 3 - 3 - $ 12310
10 3 - - 58 71
6,173 6,150 - - 58 12,381
2,269 1,264 - - - 3,533
414 362 - - 3,141 3,917
- - 723 1,174 - 1,897
2,483 2,271 6 11 3 4,774
154 - - - 341 495
- - 279 - - 279
5,320 3,897 1,008 1,185 3,485 14,895
$ (853) $(2,253) $ 1008 $ 118 $ 3427 $ 2,514
$ 2,529 $ 18,251 $ 731 $ 2,844 $ - $ 24,355
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12. SUPPLEMENTAL CASH FLOW INFORMATION

Supplemental cash flow information for the three-month and six-month periods ended June 30:

Three Months Six Months
Ended June 30, Ended June 30,
2006 2005 2006 2005
Cash paid during the period for:
Income taxes $ - $ 2 $ 6 $ 4
Interest $ 127 $ 14  $ 298 $ 265
Investing and Financing activities, non-cash:
Acquisition of oil and gas assets
Shares issued $ - 3 - $ 20,000 $
Debt issued - - 6,547
Receivable applied to acquisition - - 1,746
$ - $ -3 28,293
Shares issued for Merger $ - $ 75000 $ - $ 75,000
Changes in non-cash working capital items
Operating Activities:
Accounts receivable $ (835) $ (275) $ (1,856) $ (314)
Prepaid and other current assets 157 85 97) (45)
Accounts payable and accrued liabilities (1,609) (309) (1,926) (385)
(2,287) (499) (3,879) (744)
Investing Activities
Accounts receivable 61 732 2,137 195
Prepaid and other current assets 59 127 44 350
Accounts payable and accrued liabilities (5,139) 1,870 (8,285) 9,367
Project advance from partner 3,249 - 3,249 -
(1,770) 2,729 (2,855) 9,912
$ (4,057) $ 2230 $ (6,734) % 9,168

13. MERGER AND ACQUISITIONS

On April 15, 2005, the Company and Ensyn completed the Merger (as more fully described in the Company’s
2005 Annual Report filed on Form 10-K) in which the Company paid $10.0 million in cash and issued
approximately 30 million Ivanhoe common shares (“Merger Shares”) in exchange for all of the issued and
outstanding Ensyn common shares. Ten million of the Merger Shares issued were deposited in an escrow fund and
are being held to secure certain obligations on the part of the former Ensyn stockholders to indemnify the
Company for damages in the event of any breaches of representations, warranties and covenants in the Merger
Agreement and certain liabilities, including those arising from any failure by Ensyn to meet certain development
milestones set out in the Merger Agreement. Subject to any prior claims by the Company for indemnification, one-
half of the Merger Shares in this escrow fund will be released to the Ensyn shareholders no later than 20 days from
(i) the date a definitive agreement with an unaffiliated third party for the construction or use of a process plant
equipped with RTP™ Technology and having a minimum daily input processing capacity of 10,000 Bop/d or (ii)
the second anniversary of the closing date of the Merger, whichever is earlier. The balance of the Merger Shares
will be released at the earliest of five dates that are either tied to a second definitive agreement or an anniversary of
the dates set out in the first release of shares.

The January 2004 Dagang field farm-out agreement between the Company and Richfirst Holdings Limited
(“Richfirst”), provided Richfirst with the right to convert its working interest in the Dagang field for the
Company’s common shares at any time prior to eighteen months after closing the farm-out agreement. Richfirst
elected to convert its 40% working interest in the Dagang field and in February 2006 the Company re-acquired
Richfirst’s 40% working interest for a total of $28.3 million consisting of 8,591,434 of the Company’s common
shares for $20.0 million, a non-interest bearing, unsecured note payable of approximately $7.4 million ($6.5
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million after being discounted to net present value) and the forgiveness of $1.8 million of unpaid joint venture
receivables. The note is payable in 36 equal monthly installments commencing March 31, 2006. The Company has
the right, during the three-year loan repayment period, to require Richfirst to convert the remaining balance of the
loan into common shares of Sunwing Energy Ltd (“Sunwing”), the Company’s wholly-owned subsidiary, or
another company owning all of the outstanding shares of Sunwing, subject to Sunwing or the other company
having obtained a listing of its common shares on a prescribed stock exchange. The number of shares issued would
be determined by dividing the then outstanding loan balance by the issue price of the newly listed company less a
10% discount.

In February 2006, the Company signed a non-binding MOU regarding a proposed merger of Sunwing with China
Mineral Acquisition Corporation (“CMA?), a U.S. public corporation. In May 2006 the parties entered a definitive
agreement for the transaction. CMA will effectively acquire all of the issued and outstanding shares of Sunwing for
a deemed estimated value of $100 million subject to working capital and long-term debt adjustments at closing.
The Company will receive common stock of CMA and it is expected that the Company will own a substantial
majority of the issued and outstanding shares of CMA after the merger. The transaction is expected to be
accounted for as a reverse acquisition. This transaction is subject to regulatory approval, negotiation of definitive
documentation, completion of satisfactory due diligence, board approvals and the approval of CMA shareholders.
There is no assurance that the transaction will be completed or completed in the form described above.

14. ADDITIONAL DISCLOSURE REQUIRED UNDER U.S. GAAP

The Company's consolidated financial statements have been prepared in accordance with GAAP as applied in
Canada. In the case of the Company, Canadian GAAP conforms in all material respects with U.S. GAAP except
for certain matters, the details of which are as follows:

Condensed Consolidated Balance Sheets

Shareholders' Equity and Oil and Gas Properties and Investments

As at June 30, 2006

Oil and Gas Shareholders' Equity
Properties
and Share Capital ~ Contributed Accumulated
Investments  and Warrants Su