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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

x Quarterly Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934.
For the quarterly period ended September 30, 2004

or

o 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
(State or other jurisdiction of
incorporation or organization)

98-0372413
(I.R.S. Employer
Identification No.)

Suite 654 � 999 Canada Place
Vancouver, British Columbia, Canada

V6C 3E1

(Address of principal executive office)

(604) 688-8323

(registrant�s telephone number, including area code)

Former Name, Former Address and Former Fiscal Year, if Changed Since Last Report: Not Applicable

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.

Yes     x                     No     o

Indicate by check mark whether the registrant is an accelerated filer (as defined in Rule 12b-2 of the Exchange Act)

Yes     x                     No     o
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The number of shares of the registrant�s capital stock outstanding as of September 30, 2004 was 169,604,911 Common
Shares, no par value.
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Part I � Financial Information

Item 1 Financial Statements

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

September 30,
2004

December 31,
2003

(restated
Notes 2 and 7)

Assets
Current Assets
Cash and cash equivalents $ 18,571 $ 14,491
Accounts receivable 4,923 2,720
Other 338 409

23,832 17,620
Long term assets 4,222 998
Oil and gas properties, equipment and investments, net 102,821 87,956

$ 130,875 $ 106,574

Liabilities and Shareholders� Equity
Current Liabilities
Accounts payable and accrued liabilities $ 5,148 $ 4,516
Note payable � current portion 1,667 167

6,815 4,683

Note payable 3,056 833

Asset retirement obligations 659 521

Commitments and contingencies

Shareholders� Equity
183,528 161,075
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Share capital, issued 169,604,911 common shares; December 31, 2003
161,359,339 common shares
Contributed surplus 1,412 516
Deficit (64,595) (61,054)

120,345 100,537

$ 130,875 $ 106,574

(See accompanying notes)
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IVANHOE ENERGY INC.
Unaudited Consolidated Statements of Loss and Deficit
(stated in thousands of U.S. Dollars except per share amounts)

Three Months Nine Months
Ended September 30, Ended September 30,

2004 2003 2004 2003

(restated (restated
Notes 2 and

7)
Notes 2 and

7)
Revenue
Oil and gas revenue $ 4,874 $ 2,405 $ 11,638 $ 7,269
Interest income 58 18 147 60

4,932 2,423 11,785 7,329

Expenses
Operating costs 1,257 1,148 3,688 2,993
General and administrative 2,336 1,689 6,149 5,453
Depletion and depreciation 2,290 915 5,239 2,586
Write down of GTL investments � � 250 3,321

5,883 3,752 15,326 14,353

Net Loss 951 1,329 3,541 7,024

Deficit, beginning of period, as previously reported 63,644 36,027 60,267 30,564
Retroactive application of change in accounting policy
for stock based compensation � 543 787 311

Deficit, beginning of the period, as restated 63,644 36,570 61,054 30,875

Deficit, end of period $ 64,595 $ 37,899 $ 64,595 $ 37,899

Net Loss per share � Basic and Diluted $ 0.01 $ 0.01 $ 0.02 $ 0.05
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Weighted Average Number of Shares (in thousands) 169,534 151,088 166,935 146,940

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

Three Months Nine Months
Ended September 30, Ended September 30,

2004 2003 2004 2003

(restated (restated
Notes 2 and

7)
Notes 2 and

7)
Operating Activities
Net loss $ (951) $ (1,329) $ (3,541) $ (7,024)
Items not requiring use of cash
Depletion and depreciation 2,290 915 5,239 2,586
Write down of GTL investments � � 250 3,321
Stock based compensation 430 123 911 355
Changes in non-cash working capital items (1,969) (468) (1,725) 1,182

(200) (759) 1,134 420

Investing Activities
Capital spending (8,389) (4,097) (33,745) (8,870)
Equity investment and other related costs (653) � (3,153) �
Proceeds from sale of assets � � 13,458 �
Changes in non-cash working capital items (4,559) (790) 572 (81)

(13,601) (4,887) (22,868) (8,951)

Financing Activities
Shares issued on private placements, net of share issue
costs � 11,603 20,428 11,603
Shares issued on exercise of options 289 134 1,664 134
Proceeds from notes and advances 2,000 � 14,000 1,750
Payments of notes (278) (1,250) (278) (1,250)
Redemption of advance payable � � (10,000) �

2,011 10,487 25,814 12,237

Increase (decrease) in cash and cash equivalents, for the (11,790) 4,841 4,080 3,706
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period
Cash and cash equivalents, beginning of period 30,361 2,845 14,491 3,980

Cash and cash equivalents, end of period $ 18,571 $ 7,686 $ 18,571 $ 7,686

Included in the above are the following:
Taxes paid $ � $ � $ 3 $ 6

Interest paid $ 52 $ 43 $ 80 $ 85

Changes in non-cash working capital items
Operating Activities:
Accounts receivable $ (849) $ (423) $ (1,705) $ (43)
Other current assets 40 51 71 563
Accounts payable and accrued liabilities (1,160) (96) (91) 662

(1,969) (468) (1,725) 1,182

Investing Activities
Accounts receivable 655 � (498) �
Accounts payable and accrued liabilities (5,214) (790) 1,070 (81)

(4,559) (790) 572 (81)

$ (6,528) $ (1,258) $ (1,153) $ 1,101

(See accompanying notes)
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Notes to the Consolidated Financial Statements
September 30, 2004

(all tabular amounts are expressed in thousands of U.S. dollars except per share data)
(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 13. The
unaudited consolidated financial statements have been prepared on a basis consistent with the accounting principles
and policies reflected in the December 31, 2003 consolidated financial statements, except for a change in the policy of
accounting for stock based compensation which has been implemented retroactively with a restatement of prior period
financial statements, and should be read in conjunction therewith. These interim 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, 2003 consolidated
balance sheet, as restated, 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 consolidated financial statements. Actual results may differ from
those estimates.

2. CHANGE IN ACCOUNTING POLICY

Prior to January 1, 2004, the Company accounted for options granted to employees and directors using the
intrinsic-value of the options. Under this method, compensation costs were not recognized in the financial statements
for share options granted at market value but rather disclosure was required, on a pro forma basis, of the impact on net
income of using the fair value at the option grant date. The Company does, however, recognize compensation costs in
its financial statements for options granted to non-employees after January 1, 2002 based on the fair value of the
options at the date granted. The Company uses the Black-Scholes option pricing model for determining the fair value
of options issued at grant date.

For fiscal years beginning on or after January 1, 2004, Canadian GAAP requires compensation costs to be recognized
in the financial statements using the fair value based method of accounting for all stock options granted after
January 1, 2002. Implementation of this change in accounting policy requires retroactive application with the option
of restating financial statements of prior periods.

Accordingly, effective January 1, 2004, the Company changed its accounting policy, for Canadian GAAP purposes, to
recognize compensation costs using the fair value based method of accounting for stock options granted to employees
and directors after January 1, 2002. This change has been adopted retroactively and the Company has elected to restate
the financial statements of prior periods (See Note 7).
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3. OIL AND GAS PROPERTIES, EQUIPMENT AND INVESTMENTS

Capital assets categorized by geographical location are as follows:

As at September 30, 2004 As at December 31, 2003

U.S. China Total U.S. China Total

Oil and Gas Properties and
Equipment: $ 98,472 $38,016 $136,488 $ 85,079 $32,840 $117,919
Accumulated depletion (9,812) (5,564) (15,376) (6,442) (3,804) (10,246)
Provision for impairment (34,000) � (34,000) (34,000) � (34,000)

54,660 32,452 87,112 44,637 29,036 73,673

GTL Investments:
Master License 10,000 � 10,000 10,000 � 10,000
Feasibility studies and other deferred
costs 3,765 � 3,765 3,947 � 3,947

13,765 � 13,765 13,947 � 13,947

EOR Investments:
Feasibility studies and other deferred
costs 1,748 � 1,748 125 � 125

Support Equipment 459 35 494 433 31 464
Accumulated depreciation (298) � (298) (253) � (253)

161 35 196 180 31 211

$ 70,334 $32,487 $102,821 $ 58,889 $29,067 $ 87,956

In January 2004, the Company signed farm-out and joint operating agreements with Richfirst Holdings Limited
(�Richfirst�), a wholly owned subsidiary of China International Trust & Investment Company to jointly develop the
Dagang oil project. Richfirst acquired a 40% working interest in the project for $20.0 million following Chinese
regulatory approvals, which were finalized in June 2004 (See Note 9). The carrying value of the Company�s oil and gas
assets was reduced by $13.5 million for the amount of the proceeds associated with the sale of the working interest.
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The reduction in the carrying value does not significantly alter the depletion rate of the China oil and gas assets. The
$6.5 million balance of the proceeds will fund a portion of Richfirst�s share of future Dagang oil project costs and the
unspent balance was $0.8 million as at September 30, 2004.

As a result of the Company�s on-going evaluation of its GTL investments, $0.3 million of its investments were written
down for the three-month period ended June 30, 2004 as the opportunity to build a 45,000-barrels per day GTL fuels
plant in Oman failed to materialize due to a lack of sufficient uncommitted gas volumes to support a plant of that size.

4. LONG TERM ASSETS

In January 2004, the Company signed a Stock Purchase and Shareholders� Agreement with Ensyn Group Inc. (�Ensyn
Group�) and its subsidiary, Ensyn Petroleum International Ltd. (�Ensyn�), pursuant to which the Company acquired a
10% equity interest in Ensyn and exclusive rights to deploy the proprietary Ensyn RTPTM Process in several key
international markets. The Company paid $2.0 million and will grant Ensyn rights to acquire equity interests in the
Company�s international oil development projects that use the Ensyn RTPTM Process.

In August 2004, the Company acquired an additional 5% equity interest in Ensyn for $1.0 million. As at
September 30, 2004, the 15% investment in Ensyn and related costs of $0.7 million are included in long-term assets
(See Note 12).
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5. SEGMENT INFORMATION

The following tables present the Company�s interim segment information for the three-month and nine-month periods
ended September 30, 2004 and 2003 and identifiable assets as at September 30, 2004 and December 31, 2003:

Three Month Periods Ended September 30,

2004 2003

(restated Notes 2 and 7)

U.S. China Total U.S. China Total

Oil and gas revenue $2,628 $2,246 $4,874 $1,385 $1,020 $2,405
Interest income 46 12 58 18 � 18

2,674 2,258 4,932 1,403 1,020 2,423

Operating costs 863 394 1,257 630 518 1,148
Depletion and depreciation 1,605 685 2,290 588 327 915

2,468 1,079 3,547 1,218 845 2,063

Segment income before the following $ 206 $1,179 1,385 $ 185 $ 175 360

General and administrative 2,336 1,689

Net loss $ 951 $1,329

Capital Expenditures:
Oil and gas $3,400 $4,480 $7,880 $2,831 $1,144 $3,975
Gas-to-liquids and EOR Investments 509 � 509 122 � 122

$3,909 $4,480 $8,389 $2,953 $1,144 $4,097

Nine Month Periods Ended September 30,
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2004 2003

(restated Notes 2 and 7)

U.S. China Total U.S. China Total

Oil and gas revenue $6,428 $5,210 $11,638 $4,074 $3,195 $7,269
Interest income 135 12 147 60 � 60

6,563 5,222 11,785 4,134 3,195 7,329

Operating costs 2,294 1,394 3,688 1,643 1,350 2,993
Depletion and depreciation 3,479 1,760
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