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...Striving for Zero Harm

FROM THE PRESIDENT AND CEQO

Throughout 2009, Frontera’s firmly held commitment to the highest standards of excellence and responsibility in
the areas of health, safety, environment and community has remained at the core of our business.

We consistently strive to conduct our business in a way that demonstrates a strong commitment to the health and
safety of our employees, a responsible stewardship of the natural environment, and recognition for the importance
of the communities in which we operate. The recent achievements and current goals outlined in this annual report

speak directly to that commitment.

Steve C. Nicandros
President and CEO, Frontera Resources Corporation

HSEC PoLicy AND HSEMS

People’s health and safety and the protection of the
environment in areas where we operate are core values
of Frontera Resources Corporation and its Georgia-based
subsidiary, Frontera Eastern Georgia Limited (“FEGL").
These principles are a key component of our company
vision through our Health, Safety, Environment and
Community Policy, originally adopted in 1999 and revised
in March 2006 (shown at right). Published in Georgian
and English, this policy guides all aspects of our
company'’s operations and is posted at all company
worksite and office locations.

In pursuit of the policy objectives, FEGL developed a
Health, Safety, and Environment Management System in
alignment with global conventions that serves as the
foundation for the company’s approach to managing
health, safety, environment and community issues.
During 2009, FEGL enhanced the implementation of its
HSEMS and Guidelines by reviewing the progress of the
two-year detailed action plans that had been developed
for each of its business units in 2007. Leadership teams
at FEGL and at Frontera Resources Corporation also
repeated the self assessment of HSEMS implementation
done two years ago of “where we are and where do we
want to be in 3 years.” Updates of the detailed action
plans are being made based upon these reviews.

Our Policy

We will conduct our business with respect and care for our
employees, contractors, communities, and the
environments in which we operate. Our objective is to
achieve zero harm to people and the environment while
creating value for our shareholders. We believe that
excellent safety, health, environment and community
performance are an integral part of our business success
and corporate responsibility. To achieve these objectives,
we commit to:

® Continually pursue the goal of zero harm to people

Enable a working environment where diversity is
valued and all people are treated with respect

® Seek to minimize the environmental impact of our
operations

® Utilize a management systems approach for safety and
environmental matters

® Embrace continuous improvement in our operations
and management

® Establish performance targets as part of our business
plans and evaluate our achievements

®  Foster an open dialogue with our stakeholders on our
activities and performance

Openly report our performance

® Conduct all operations in conformance with national
requirements and international practices

®  Practice environmental stewardship that enhances the
communities where we operate

® Provide the leadership and resources necessary to
fulfill our commitments

®  Establish a culture in which all employees, contractors,
and partners value and share this commitment

"Our work is never so urgent or important
that we cannot take time to do it safely."




ACTIVITIES AND PERFORMANCE

Health

We continued our activities to prevent occupational illnesses and injuries in 2009.
Specifically, we continued our contractual arrangements with MediClubGeorgia (MCG)
in Thilisi to accommodate FEGL employees and our contractors if emergency medical
evacuation is necessary. In addition, first aid and CPR training were provided by MCG
doctors to FEGL employees. We maintained MCG doctors on our drilling locations to
provide routine care for first aid, medical treatment, “ordinary” sickness and other
routine health issues. We also had MCG perform medical examinations to ensure
fithess and capability of all of our drivers. We are pleased that in 2009, employees and
contractors experienced no occupational illnesses.

Safety

Our goal continues to be “zero harm” to company
employees and contract personnel. We achieved that
goal in 2009. FEGL also achieved a significant milestone
in November by going over 1 million hours since the last

2009 Safety Statistics (per 200,000 hours worked)
FEGL OGP Average
LTI TRR LTI TRR

occupational injury which occurred in March of 2008. The | Company 0 0 0.10 0.30
total Lost Time Incident (LTI) rate, including contractors, Contractor 0 0 0.11  0.45
was 0, and the Total Recordable Rate (TRR) was 0. We Combined 0 0 0.10 0.41

are committed to continuing this performance and
marching toward 2 million hours without injury in the year ahead by providing operational training, conducting
bridging document discussions with contractors, performing risk assessments on work to be performed, and
keeping attention focused on our vision of “zero harm to people.”

Environment

Our vision is that the air, water and waste residuals generated by
our operations result in “zero harm” to the environment. To this
end, FEGL tracks air emissions and waste generated from its
operations. There were no oil spills during the year. There was
one minor release of drilling fluids from a waste management pit.
Significant waste management activities were conducted in 2008
at the Taribani Business Unit. Six existing drilling waste pits were
closed and cleaned. The material from these pits was placed in
the Taribani waste Management Area in the landtreatment
section. Bioremediation technology was used to clean up the oily
soils. A final closure report was provided to the National Agency
for the Regulation of Oil and Gas (NAOG) in October. Clean
closure was achieved in June 2009. This successful
demonstration of landtreatment is the first of its kind in Georgia.

Field measurements of groundwater continued to be made in 2009 at about 300 locations as part of the
hydrogeology program that began in 2005. This establishment of baseline conditions and monitoring for any
impacts remains a part of FEGL'’s ongoing environmental monitoring program.



Community

FEGL enjoys a positive reputation among landowners and within the communities in which we operate in
Georgia. Prior to commencing operations, we hold discussions with affected landowners and communities. In the
year ahead, we will continue to interact with communities and landowners, and provide detailed information
regarding environmental impact assessments and potential job creation within our operations in Block 12.

In addition to communications with stakeholders, social commitment to communities in which we operate is part of
our company'’s values. In that regard, Frontera has undertaken significant initiatives aimed at |mprovmg the quality
of and access to health care in Georgia. In response to an 7 .

expressed need from the Gudushauri Medical Center in Thilisi,
Frontera continued its joint program with the Georgian
Government to address the high infant mortality rate in rural
Georgia, which today stands at approximately 60 deaths per
1,000 live births, or six times that of the industrialized world. Now
in its third year, the program features a mobile unit which allows
teams of medical professionals to reach out and provide
diagnostic care to expectant mothers in the Dedoplistskaro
region of eastern Georgia. The mobile unit made three trips to
the Dedoplistkaro region and currently services 13 villages in the
surrounding area, allowing the medical team to triage
pregnancies, provide guidance for women with normal
pregnancies and facilitate continuing care for high-risk groups.

FEGL also provided humanitarian aid (both monetary and in-kind donations) to individuals displaced as a result of
the Russian intervention in August 2008.

Government and NGOs

We believe it is important for us to cooperate with the Georgian government and with interested Non-
Governmental Organizations (NGOs). In 2009, FEGL applied for and received all required permits for operations
from the NAOG. A total of six permits were received from NAOG during the year. In addition, two technical
seminars highlighting FEGL’s hydrogeology program and land treatment/bioremediation success were presented to
NAOG. In the year ahead, the company will continue its dialogue with NAOG regarding the status of its operations
and activities, and will continue providing notifications of any incidents.

FEGL met with several leading NGOs in May and in December 2009 to
describe current operations and HSE activities in eastern Georgia and Block
12. In order to reach out to the broader NGO community in Georgia, these
sessions were publicized via CENN (Caucuses Environmental NGO
Network), reaching about 3,000 NGO organizations. We will continue to
routinely meet with the NGO community, providing information and receiving
feedback regarding our operations, activities and performance.




2009 GOALS AND METRICS

In addition to the company’s overall goal of “zero harm to people and the

environment,” we have established lagging and leading metrics for future C (ISTI (‘;’RR
measurement of our performance. LT E/
Contractor 0 0

Combined 0 0

Lagging indicators — FEGL seeks to achieve company, contractor, and Per 200,000 hours worked

combined safety performance at a minimum of better than the global
exploration and production industry average as measured by OGP, the International Oil and Gas Producer’s
Association (shown previously).

Leading indicators — FEGL will continue the implementation of its HSEMS. The self-assessments of the degree of
implementation of the HSEMS and the vision of “where we want to be in 2012” that were performed in 2009 will
result in the creation of continuous improvement plans for each business unit. These plans will be regularly
reviewed by leadership. Audits on contractor operations will continue with corrective actions tracked to completion.
Training programs and operational guidelines will continue to be developed and implemented.

FEEDBACK AND CONTACT

You can find additional information on FEGL's initiatives at www.fronteraresources.com. We encourage feedback
about this report and our activities and performance in the areas of health, safety, environment and community.
Please contact:

Maka Burjanadze, General Manager, HSE
(MBurjanadze@fronteraresources.com)

Terry L. Thoem, Vice President, HSE
(TThoem@fronteraresources.com)

ABOUT FRONTERA

Frontera Resources Corporation

(www.fronteraresources.com) is an independent, international oil and gas exploration
and production company that seeks opportunities in known hydrocarbon-bearing
basins around the world where historical geopolitical or economic situations have
caused significant oil and gas plays to be overlooked or underdeveloped. Frontera’s
strategy is currently focused on pursuing a Greater Black Sea initiative, with a primary
focus on its core operations in the country of Georgia. Founded in 1996 and

uld headquartered in Houston, Texas (U.S.A.), Frontera is led by a management team and
2 million hours board of directors recognized for their extensive expertise and experience in the

Our work is never so urgent H H H H : . . - L.
or [MperIanC T we carmet international oil and gas business, related service industries, finance and geopolitics.

take time to do it safely
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