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Cairn Energy Australia Pty Limited
Directors’ Report

The Board of Diractors of Cairn Energy Australia Pty Limited submits their report for the year ended 31 December
2014,

Directors

The names of the directors in office during the financial year and at the date of this report are:
Mr. Sudhir Mathur
Ms. Swapna Keskar
Ms. Janine Rolfe

Registered office

The registered office and principal place of business of Caim Energy Australia Pty Limited is located at Level 12, 880
George Street, Sydney NSW 2000, Australia,

Empioyees

Caimn Energy Australia Pty Limited and its subsidiaries employed nil employees as at 31 December 2014 (201 3: nil).
Nature of operations and principal activities

The Company did not have any operations during the year 2014. As informed earlier, during the year 2012, as per the
Scheme of Arrangement, the entities controlled by the Company transferred alt the assets and liabilities constituting
business to Cairn India Limited on 18 Ociober 2012,

Dividends

No dividends have been paid or declared for the year ended 31 December 2014 {2013: $nil).

Results and review of operations

During, the year, the Company incurred loss after income tax expense of $17,361 (profit after tax 2013: $69,807).
Consolidated loss after income tax expense of the Company and its controlled entities was $19,358 (profit after fax
2013; $12,119)

Significant changes in the state of affairs

Buring the year under review, the Company had seven subsidiaries. Out of these, six subsidiaries of the Company
viz. Caim Energy Asia Pty Limited, CEH Australia Pty Limited, Wessington nvestments Pty Limited, Cairn Energy
Investments Australia Pty, Sydney Oil Company Pty Limited and CEH Australia Limited (BV)) were de-registered
during the year.

Events subsequent to balance sheet date

No events éccurred after the balance sheet date.

Indemnification of directors and officers

Subject to the Constitution of the Company and the Corporations Act 2001, the Company may indemnify its directars,
managers and officers against all liabilities incurred by them in successfully defending proceedings in the conduct of
their duties.



Cairn Energy Australia Pty Limited
Directors’ Report (continued)

Auditor’s independence

The directors have received a declaration of independence from the auditors which is shown at page 24.

Signed in accordance with a resalution of directors.

.

N

Sudhir Mathur
India, 13 April 2015



Cairn Energy Australia Pty Limited and its controlled entities
Income Statement
For the Year Ended 31 December 2014

Notes Consolidated Parent Entity

Discontinued  Discontinued Discontinued Discontinued

Qperations Operations Operations Operations

2014 2013 2014 2013

$ $ $ $

Sales revenue - - - -

Finance income 2a 23,403 5935 23,401 12,781

23,403 5,935 23,401 12,781

Cost of sales - - - -

Gross profit 23,403 5,935 23,401 12,781

Administrative expense {42,761) (217,227} {40,762) {166,285)

Profit’floss) before tax and finance costs {19,358) {211,282) {17,361) (153,504)

Finance costs - - - -

Profit/(loss) hefore income tax {19,358) (211,292} {17,361) (153,504)

Income tax benefit 3 - 223 411 - 223411
Profiti{loss) after income tax for the year

from discontinuad operations {19,358) 12,119 (17,361} 69,907

Profit/(lose) attributable to members of
the parent 8 {19,358) 12,119 {17,361) 69,907

The accompanying notes form an integral part of these financial statements.



Cairn Energy Australia Pty Limited and its controlled entities

Statement of Comprehensive Income
For the Year Ended 31 December 2014

Consolidated Parent Entity
2014 2013 2014 2013
$ $ $ $
Profit/{loss) for the year (19,358) 12,119 (17,361} 69,907
Other comprehensive income - - - -
Total comprehensive income/(loss) for the year {19,358) 12,119 {17,361) 68,907
Attributable to members of the parent (19,358) 12,119 {17,361) 69,807




Cairn Energy Australia Pty Limited and its controlled entities
Statement of Financial Position

For the Year Ended 31 December 2014

CURRENT ASSETS
Cash and cash equivalents

Bank deposits

Trade and other receivables
Total current assets
NON-CURRENT ASSETS
Total nen-current assets
TOTAL ASSETS

CURRENT LIABILITIES
Trade and other payables
Preference shares

Total current liabilities
NGN-CURRENT LIABILITIES

Total non-current liabilities

TOTAL LIABILITIES

NET ASSETS

EQUITY

Contributed equity
Accumulated losses

TOTAL EQUITY

Notes

13
13

g

o~

Gonsolidated Parent Entity
2014 2013 2014 2013
$ ¢ $ $
22,168 26,587 22,168 24,590
121,824 183,070 121,824 183,070
2,258 10,312 2,258 10,312
146,250 219,969 146,250 217,972
146,250 219,969 146,250 217,972
12,144 66,505 12,144 66,505
12,144 66 505 12,144 66,505
12,144 66,505 12,144 66,505
134,106 153,464 134,106 151,467
861,823,563 861,823,563 861,823,563 861,823,563
(861,689,457) (861,670,099) (861,689,457} (861,672,096)

134,106

153,464

134,106

151,467

The accompanying notes form an integral part of these financial statements.



Cairn Energy Australia Pty Limited and its controlled entities

Statement of Cash Flows
For the Year Ended 31 December 2014

Notes

Cash flows from/{used in} operating
activities

Receipts from customers

Payments to suppliers and employees
Net interest received

Tax received/{paid)

Foreign exchange differences

Net cash flows from/(used in)
operating activities 13b

Cash fiows {used in)ifrom investing
activities
Movement in funds on bank deposit

Net cash flows (used in)/from investing
activities

Cash flows (used in)/from financing
activities

Net advances (io)/from related parties
Issue of shares

Net cash flows (used in)/from
financing activifies

Net increasel/(decrease) in cash and
cash eguivalents

Cash and cash equivalents at the
beginning of the year
Effects of exchange rate changes on cash

Cash and cash equivalents at the end
of the year 13a

Consolidated Parent Entity

2014 2013 2014 2013

$ $ $ $
15,433 54,107 15,433 13,319
(81,873) (284,305) (79,874) (233,526)
1,871 1,132 1,869 1,132

. 57,743 - 57,743
{1,0986) {4,433) (1,0986) {5,486)
{65,665) (175,756) {63,668) {166,818)
61,246 (183,070} 61,246 (183,070)
61,246 {183,070) 61,246 (183,070)
- - - 23,439

- 310,000 - 310,600

- 310,000 - 333,439
(4,419) (48,826) (2,422) (16,449)
26,587 77,191 24,580 41,038
. (1,778) . -

22,168 26,587 22,168 24,580

The accompanying notes form an integral part of these financial statements.



Cairn Energy Australia Pty Limited and its controlled entities
Statement of Changes in Equity
For the Year Ended 31 December 2014

Consolidated Parent Entity
. Accumulated . Accumulated
Share Capital Lossas Total Share Capitat Losses Total
$ § 3 3 $ 3

At 1 January 2013 597,687,000 (B61,682,218) (263,995,218} 597,687,000 (861,765,420} (264,078,420)
Issue of share capital 310,000 - 310,000 310,000 - 310,000
Intercompany balance
written off - - - - 23417 23,417
Conversion of preference
shares 263,826,563 - 263,826,563 263,825,563 - 263,826,563
Profit for the year - 12,119 12119 - 69,807 69,907
At 1 January 2014 861,823,563 (861,670,099} 163,464 861,823,563 (861,672,096) 151,467
Loss for the year - (19,358) {19,358) - (17.361) {17,361)
At 31 December 2014 861,823,663 (861,689,457} 134,106 861,823,563  (B61,689,457) 134,106

The accompanying notes form an integral part of these financial statements.



Cairn Energy Australia Pty Limited and its controlied éntities
Notes to the Financial Statements
For the Year Ended 31 December 2014

1,

M

(ii)

(i)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This special purpose financial report has been prepared for distribution to the members of Cairn Energy
Australia Pty Limited to fulfili the directors’ financial reperting requirements under the Corporations Act 2001
and Australian Accounting Standards. The Financial Report is prepared in US dollars, The accounting policies
used in the preparation of this report, as described below, are in the opinion of the directors appropriate to
meet the needs of members: .

.During the year 2012, as per the Scheme of Arrangement, the Group transferred all the assets and liabilities

constituting business to its parent Cairn India Limited (“CIL"). Consequently, the Directors have determined that
the going concern basis of preparation is no fonger appropriate. Management intends to liquidate the Group in
the future. The financial report has been prepared on a liguidation basis of accounting.

The financial repart is a special purpose financial repori. The Company is not a reparting entity because in the
opinion of the directors there are unlikely to exist users of the financial report who are unable to command the
preparation of reports tailored so as to satisfy specifically all of their financial information needs. Accordingly,
this special purpose financial report has been prepared to satisfy the information needs of the members,

The financial report has been prepared in accordance with recognition and measurement requirements of all
appiicable Australian Accounting Standards, which include Australian equivaients to International Financial
Reporting Standards (AIFRS), including AASB 101: Presentation of Financial Statements. The disclosure
requirements of all applicable Australian Accounting Standards have not been complied with, except for the
following standards:

AASB 101: Presentation of Financial Staiements;

AASB 107: Cash Flow Statements;

AAGB 108: Accounting Policies, Changes in Accounting Estimates and Etrors; and
AASB 1048: Interpretation and Application of Standards

A summary of the significant accounting policies of the Group under AIFRS are disclosed in Notes 1(a) to 1(s)
below.

The Group has adopted all new or amended and revised accounting standards and interpretations issued by
the AASB effective from 1 January 2014 including:

* AASB 2011-4 Amendments to Australian Accounting Standards to Remove Individual Key Management
Personnel

« Disclosure Requirements [AASB 124];

* AASB 2012-3 Amendments to Australian Accounting Standards — Offsetting Financial Assets and Financial
Liabilities;

* AASB 2013-3 Amendments to AASE 136 — Recoverable Amount Disclosures for Non-Financial Assets;

* AASB 2013-4 Amendments to AASB 139 — Novation of Derivatives and Continuation of Hedge Accounting;
» AASB 1031 {2013) Materiality;

» AASB 1048 (2013) Interpretation of Standards;

* AASB 2013-9 (part B) Amendments to Australian Accounting Standards - Materiality; and

= interpretation 21 Levies.

Based on an analysis by the Group, the application of the new AIFRS has not had a material impact on the
financial staterents in 2014 and we do not anticipate any significant material impact on future periods from the
adoption of these below mentioned new AIFRS,

New AIFRS that have been issued but not yet come into effect

In addition to the above, the AASB has issued a number of new or amended and revised accounting standards
and interpretations but not yet come into effect. The Group does not anticipate any significant material impact
on the financial statements from the adoption of these standards.



Cairn Energy Australia Pty Limited and its controlled entities
Notes to the Financial Statements (continued)
For the Year Ended 31 December 2014

1.

(a)

{b)

(c)

{d)

(€)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Biscontinued operations

During the year 2012, as per the Scheme of Arrangement, the entity it controlled transferred all the assets
and liabilities constituting business to Cairn India Limited (*CIL"). Hence, the carrying vatue of the investment
in the subsidiaries was reduced to nil. Pursuant to such transfer, the management proposes to iquidate the
entity it controlfed in due course of time.

Consolidation

The consolidated financial staternents have been prepared by combining the financial statements of all the
entities that comprise the economic entity, being Caim Energy Australia Pty Limited (“the parent entity" and
its controlled entities as defined in AASB 3 “Business Combinations”. A list of controlled entities appears in
Note 12.

The consclidated financial statements include the information and results of each controlled entity from the
date on which the Company obtains control and until such time as the Company ceases to control such
entity.

In preparing the consolidated financial statements, all intercompany balances and transactions, and
unrealised profits arising within the econcmic entity are eliminated in full,

Liguidation basis

The financial statements for 31 December 2014 have been prepared on a liquidation basis and as such the
assets and liabilities have been recorded at fair valve. In the comparative pericd aiso, the financial
statements were prepared on liquidation basis.

Directors believe that entity has no assets which have a carrying value in excess of its realisable value and
has been assured by its parent for adequate financial support whenever required in order to discharge its
liabitities {if any).

Functional and presentation currency

The functional and presentational currency of Cairn Energy Australia Pty Limited is US Dollars ("$"). ltis
deemed to be more appropriate to present the financial statéments in line with the functionat currency of
the majority of the Group. The Group policy on foreign currencies ts detaited in Note 1(p).

Joint Arrangements

Up to the approval of Scheme of Arrangement, Cairn Energy Australia Pty Limited participated in several
unincorporated joint operations which involve the joint control of assets used in the Group oif and gas
exploration and producing activities. Cairn Energy Australia Pty Limited accounts for its share of the
assets, liabiliies, income and expenditure of joint operation in which the Group holds a participating
interest, classified in the appropriate Statement of Financial Position headings. Cairn Energy Australia Pty
Limited’s principal licence interests were joint operations,

Revenue and other income

Revenusg from operating activitics

Revenue represents Cairn's share of oil, gas and condensate production, recegnised on a direct
entittement basis and tariff income received for third party use of operating facilities and pipelines in
accordance with agreements.

Other income

Income received as operator from jeint operation is recognised on an accruals basis in accordance with
joint operating agreements and is included after Gross Profit on the income Stalement. Interest income is
recognised using the effective interest method on an accruals basis and is recognised within “Finance
income” in the Income Statement.



Cairn Energy Ausfralia Pty Limited and its controlled entities
Notes to the Financial Statements (continued)
For the Year Ended 31 December 2014

1,
(@}

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Oit and gas intangible exploration/appraisal assets and property, plant and equipment -
developmeni/producing assets

Caimn follows a successful efforts based accounting policy for oil and gas assets. Costs incurred prior to
obtaining the legal rights to explore an area are expensed immediately to the Income Statement.

Expenditure incurred on the acquisition of a licence interest is initially capitalised on a licence by licence
basis. Costs are held, undepleted, within exploration/appraisal assets until such a time as the exploration
phase on the licence area is complete or commercial reserves have been discovered.

Exploration expenditure incurred in the process of determining exploration targets is capitalised initially
within exploration/appraisal assets and subsequently allocated to drilfing activities. Exploration/appraisal
drilling costs are initially capitalised on a well by well basis until the success or otherwise of the well has
been established. The success or failure of each exploration/appraisal effort is judged on a well by well
basis. Drilling costs are written off on completion of a well unless the results indicate that hydrocarbon
reserves exist and there is a reasonable prospect that these reserves are commercial,

Foilowing appraisal of successful exploration wells, if commercial reserves are established and technical
feasibility for extraction demonstrated, then the related capitalised exploration/appraisal costs are
transferred into a single field cost centre within development/producing assets after testing for impairment
(see below). Where results of exploration drilling indicate the presence of hydrocarbons which are
uliimately not considered commercially viable, all refated costs are written off to the Income Statement.

All costs incurred after the technical feasibility and commercial viability of producing hydrocarbons have
been demonstrated are capitalised within development/producing assets on a field by field basis.
Bubsequent expenditure is capitalised only where it either enhances the economic benefits of the
development/producing asset or replaces part of the existing development/producing asset. Any remaining
costs associated with the part replaced are expensed.

Net proceeds from any disposal of an exploration asset are initially credited against the previously
capitalised costs. Any surplus proceeds are credited to the Income Statement. Net proceeds from any
disposal of development/producing assets are credited against the previously capitalised cost. A gain of
loss on disposal of a development/producing asset is recognised in the Income Statement to the extent
that the net proceeds exceed or are less than the appropriate portion of the net capitalised costs of the
assef.

Depletion
Cairn depletes separately, where applicable, any significant components within development/producing

- assets, such as fields, processing facilities and pipelines which are significant in relation to the total cost of

a development/producing asset.

Cairn depletes expenditure on property, plant & equipment - development/producing asseis on a unit of
production basis, based on proved and probable reserves on a field by field basis. In certain
circumstances, fields within a single deveiopment area may be combined for depletion purposes.

fmpairment

Exploration/appraisal assets are reviewed regularly for indicators of impairment and costs are written off
where circumstances indicate that the carrying value might not be récoverable. In such circumstances the
exploration asset is allocated to development/producing assets within the same geographical segment and
tested for impairment. Any such impairment arising is recognised in the Income Statement for the period,
Where there are no development/producing assets within a geographical segment, the
exploration/appraisal costs are charged immediately to the Income Statement.

fmpairment reviews on development/producing assets are carried out on each cash-generating unit
identified in accordance with AASB 136 “Impairment of Assets”. Cairn Energy Australia Pty Limited's cash-
generating units are those assets which generate largely independent cash flows and are normally, but not
always, single development areas.

10



Cairn Energy Australia Pty Limited and its controlled entities
Notes to the Financial Statements {continued)
For the Year Ended 31 December 2014

1.

(@)

(h}

i

@

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Oil and gas intangible exploration/appraisai assets and property, plant and equipment -
development/producing assets (continued)

At each reporling date, where there are indicators of impairment, the net book value of the cash
generating unit is compared with the associated expected discounted future net cash flows. If the net
book vaiue is higher, then the difference is written off to the Income Statement as impairment. Discounted
future net cash flows for AASB 136 purposes are calculated using an estimated short-term and long term
oil price of $100/bbl (2013: short-term and iong-term aif price of $100/bbl) or the appropriate gas price as
dictated by the relevant gas sales contract, escalation for prices and costs of 3%, and a pre-tax discount
rate of between 10% and 12% (2013: 3% and 10%-12% respectively). Forecast production profiles are
determined on an asset by asset basis, using appropriate petroleum engineering technigues.

Where there has been a charge for impairment in an earfier period, that charge will be reversed in a later
period where there has been a change in circumstances to the extent that the discounted future net cash
flows are higher than the net book value at the time. In reversing impairment losses, the carrying amount
of the asset will be increased to the lower of its original carrying value or the carrying value that wouid have
been determined (net of depletion) had no impairment loss been recognised in prior pericds.

Property, plant and equiprment - other

Property, plant and equipment are measured at cost less accumulated depreciation and impairment and
depreciated over their expected useful economic lives as follows:

Annual Rate (%) Depreciation Method
Tenants’ improvements 10~ 33* straight line
Vehicles and equipment 2550 straight line

* Depreciation is charged over the shorter of the economic life or the remaining term of the lease.
intangible assets - other

Intangible assets have finite useful lives, are measured at cost less accumulated amorlisation and
impairment, and amoertised over their expected useful economic lives as follows:

Annual Rate (%) Amortisation Method

Software costs 25-50 straight tine
Investmenis

The Group’s available for sale financial assets represent listed equity shares which are held at fair value
{the quoted market price). Movements in the fair value during the year are recognised directly in equity
and are disclosed in the Statement of Changes in Equity. The cumulative gain or less that arises on
subsequent disposal of available for sale financial assets will be recycled through the Income Statement.

The Company's investments in subsidiaries are carried at cost less provisions resulting from impairment.
The recoverable value of investments is the higher of its fair value less costs to sell and value in use.
Value in use is based on the discounted future net cash flows of the oil and gas assets held by the
subsidiary.

Discounted future net cash flows for AASB 136 purposes are calculated using an estimated short and long
term oil price of $100/bbl (2013: $100/bbi), or the appropriate gas price as dictated by the relevant gas
sales contract, escalation for prices and costs of 3%, and a discount rate of 10% {2013; 3% and 10%
respectively). Forecast production profiles are determined on an asset by asset basis, using appropriate
petroleum enginesring technigues.

11



Cairn Energy Australia Pty Limited and its controlled entities
Notes to the Financial Statements {continued)
For the Year Ended 31 December 2014

1.
(k}

{0

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Inventory

Inveniories of oil and condensate held at the Statement of Financial Position date are valued at the lower
of cost or net realisable value based on the estimated selling price in accordance with established industry -
practice.

Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liabHity
or equity instrument of ancther entity.

Financial assets are categorised as financial assets held at fair value through profit or loss, held-to-
maturity investments, loans and receivables and available for sale financial assets. The Group holds
financial assets which are classified as either available for sale financial assets or loans and receivables,
with the exception of derivative financial instruments which are held at fair vaiue through profit or loss.

Financial liabilities generally substantiate claims for repayment in cash or another financial asset.
Financial liabilities are categorised as either fair value through profit or loss or held at amortised cost. All
of the Group financial liabilites are held at amortised cost, with the exception of derivative financial
instruments and preference shares which are held at fair value through profit or foss.

Financial instruments are generally recognised as soon as the Group becomes party to the contractual
regulations of the financial instrument.

Preference shares
As the current and previous periocd financials have been prepared on a liquidation basis, the preference
shares have been recorded at fair value.

Derivative financial instruments

When applicabie, the Group uses derivative financial instruments such as foreign currency options fo
hedge its risks associated with foreign currency fluctuations. Such derivative financial instruments are
designated upon inifial recognition as at fair vaiue through profit or loss. The derivative financial
instruments are initially recognised at fair value on the date on which a derivative contract is entered into
and are subsequently remeasured at fair value. Derivatives are carried as assets when the fair value is
positive and as liabilities when the fair value is negative.

Any gains or losses arising from changes in fair value on derivatives during the year are taken directly to
the Income Statement. The Group did not apply hedge accounting for derivative financial instruments
held during the current and prior year.

Available for sale financial assels

Avaitable for sale financial assets are those non-derivative financiai assets that are not classified as loans
and receivables. The Group available for sale financial assets represent listed equity shares which are
held at fair value (the quoted market price). Movements in the fair value during the year are recognised
directly in equity and are disclosed in the Statement of Changes in Equity. The cumulative gain or loss
that arises on subseguent disposal of available for sale financial assets will be recycled through the
Income Statement.

Loans and other receivables

Trade receivables, loans and other receivables that have fixed or determinable payments that are not
guoted on an active market are classified as loans and receivables'. Loans and receivables are measured
at amortised cost using the effective interest method less any impairment. Trade and other receivables are
recognised when invoiced. Interest income is recognised by applying the effective interest rate, except for
short tenn receivables where the recognition of interest would be immaterial.

12



Cairn Energy Australia Pty Limited and its controled entities
Notes to the Financial Statements (continued)
For the Year Ended 31 December 2014

1.
(0

(m)

(n)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments {continued}

Loans and other receivables

The carrying amounts of loans and other receivables are tested at each reporting date to determine
whether there is objective material evidence of impairment, for example, overdue trade debt. Any
impairment losses are recognised through the use of an allowance account. When a trade receivable is
uncollectible, it is writter off against the allowance account. Subsequent recoveries of amounts previously
written off are credited against the allowance account. Changes in the carrying amount of the allowance
account are recognised in the Statement of Financial Position in accordance with where the original
receivable was recognised,

Bank deposits
Bank deposits with an original maturity of over three months are held as a separate category of current
asset and presented on the face of the Statement of Financial Positicn.

Cash and cash equivalents
Cash and cash equivalents comprise cash at bank and short term deposits with an original maturity of
three months or less.

For the purposes of the consolidated Statement of Cash Flows, cash and cash equivalents consist of cash
and cash equivalents as defined above, net of ouistanding bank overdrafts.

Trade payables and ofher non derivative financial instruments
Trade payables and other creditors are non-interest bearing and are measured at cost.

Interest bearing bank loans and borrowings

All interest bearing bank loans and borrowings represent amounts drawn under the Cairn India Holdings
Limited Group revolving credit facilities, classified according to the length of time remaining under the
respective facility. Loans are initially measured at fair value less directly atiributable transaction costs.
After initial recognition, interest bearing loans are subsequently measured at amortised cost using the
effective interest rate method. Interest payable is accrued in the Income Statement using the effective
interest rate method,

Finance leases

Assets held under finance leases are recognised as assets of the Group at their fair value at the inception
of the lease or, if lower, at the present vafue of the minimum lease payments. The corresponding liability o
the lessor is included in the Statement of Financial Position as a finance fease obligation. Lease payments
are apportioned between finance charges and reduction of the lease obligation so as to achieve a
constant rate of interest on the remaining balance of the liability. Finance charges are charged to the
Income Statement, unless they are directly attributable to qualifying assets, in which case they are
capitalised in accordance with the Group's generat policy on borrowing costs (see below},

The Graup has reviewed the terms and conditions of the lease arrangements and determined that all risks and
rewards of ownership lie with the Group and has therefore accounted for the contracts as finance leases.

Borrowing costs

Borrowing costs are recognised in the income Statement in the period in which they are incurred except for
borrowing costs incurred on borrowings directly atfributable to developrment projects which are capitalised
within the development/producing assets.

Equity

Equity instruments issued by Cairn are recorded at the proceeds received, net of direct issue costs.
Taxation

The tax expense represents the sum of current fax and deferred tax,

13



Cairn Energy Australia Pty Limited and its controlled entities
Notes to the Financial Statements (continued)
For the Year Ended 31 December 2014

1.
{n)

(o)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Taxation (continued)

The current tax is based on taxable profit for the year. Taxable profit differs from net profit as reported in
the Income Statement because it excludes items of income or expense that are taxable or deductible in
other years and it further excludes items that are never taxable or deductible, The Group liability for
current tax is calculated using tax rates that have been enacted or substantively enacted by the Statement
of Financial Position date.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying
amounts of assets and liabilities in the financial statements and the corresponding tax bases used in the
camputation of taxable profit.

Deferred income ax liabifities are recognised for all taxable temporary differences except in respect of
taxable temporary differences associated with investments in subsidiaries, associates and interests in
Joint Arrangements where the timing of the reversal of the temperary difference can be controlled and it is
probable that the temporary difference will not reverse in the foreseeable future. A deferred income tax
liability is not recognised if a temporary difference arises on initial recognition of an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss.

Deferred income tax assets are recognised for all deductible temporary differences, carry forward of
unused tax assels and unused tax losses, to the extent that it is probable that taxable profits will be
available against which the deductible temporary differences, carry forward of unused tax assets and
unused tax losses can be utilised, except where the deferred income tax asset relating to the deductible
temporary {iming difference arises from the initial recognition of an asset or liability in a transaction that is
not a business combination and, at the time of the transaction, affects neither the accounting profit nor
taxable profit or loss. In respect of deductible temporary differences associated with investments in
subsidiaries, associates and interests in Joint Arrangements, deferred tax assets are only recognised to
the extent that it is probable that the temporary differences will reverse in the foreseeable future and
taxable profits will be available against which the temporary differences can be utilised.

The carrying amount of deferred income tax assets are reviewed at each Statement of Financial Position
date and reduced to the extent that it is no longer probable that sufficient taxable profits will be available to
allow all or part of the deferred income tax asset to be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the periods in
which the asset is realised or the liability is settled, based on tax rates and laws enacted or substantively
enacted af the Statement of Financial Position date.

Deferred tax assets and liabilities are only offset where they arise within the same entity and tax jurisdiction
and the Group intends either to sefife on a net basis, or to realise the asset and settle the liability
simuitaneousiy.

Decommissioning

At the end of the producing life of a field, costs are incurred in removing and decommissioning production
facilities. Cairn recognises the full discounted cost of dismantling and decommissioning as an asset and
liability when the obligation arises. The decommissioning asset is included within property, plant & equipment
— development/producing assets with the cost of the related instailation. The liability is included within non-
curent provisions. Revisions to the estimated costs of decommissioning which alter the level of the
provisions required are also reflected in adjustments to the decommissioning asset. The amortisation of the
asset, calculated on a unit of production basis based on proved and probable reserves, is included in the
“Depletion and decommissioning charge” in the Income Statement, and the unwinding of the discount on the
provision is included within “Finance costs”,
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Cairn Energy Australia Pty Limited and its controlled entities
Notes to the Financial Statements (contfinued)
For the Year Ended 31 December 2014

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

{p) Foreign currencies

()

(r)

In the accounts of the individual Group companies, Cairn translates foreign currency transactions into the
functional currency at the rate of exchange prevailing at the transaction date. Maonetary assets and habilities
denominated in foreign currency are translated into the functional currency at the rate of exchange prevailing
at the Gtatement of Financial Position date. Exchange differences arising are taken to the Income Statement
except for those incurred on borrowings specifically aliocable to development projects, which are capitafised
as part of the cost of the asset,

Rates of exchange to USD$ 1 were as follows:

31 December Average 31 December Average

2014 2014 2013 2013

Sterling 0.642 0.608 0.807 0.639
Indian Rupee 63.332 61.096 61.897 59.003

Pension schemes

Up fo 2012, Cairn operated a defined contribution pension scheme in India. The assets of the scheme were
held separately from those of Cairn and its subsidiaries. Cairn also operated an insured benefit scheme for
certain Indian employess as required under Indian legistation. In accordance with AASB 119 “Employee
Benefits” this is treated as a defined contribution scheme. The pension cost charged represents contributions
payable in the year in accordance with the rules of the scheme.

Operating lease commitments

Cairn charges rentals payable under operating leases to the Income Statement on a straight line basis
over the lease term, The Group has reviewed the terms and conditions of the lease arrangements and
determined that all risks and rewards of ownership lie with the lessor and has therefore accounted for the
contracts as operating leases.

(s} Share schemes

Up fo 2012, the cost of awards to employees of Cairn Energy India Pty Limited under Cairn Energy PLC's
Long Tenm Incentive Plan (LTIP) and share option plans, granted after 7 November 2002, were recognised
over the three year period to which the performance relates. The amount recognised was based on the fair
value of the shares as measured at the date of the award. The shares are valued using either the Black
Scholes or binomial model.

No expense is recognised for awards that do not ultimately vest, except for awards where vesting is
conditional upon a market condition, which are treated as vesting irrespective of whether or not the market
condition is satisfied, provided that all other performance conditions are satisfied.

The costs of awards to empioyees, in the form of cash but based on share performance {phantom

optiong) are recognised in the income statement over the period to which the performance relates. The
amount recognised is based on the fair value of the liability arising from the transaction.
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Cairn Energy Australia Pty Limited and its controlled entities
Notes to the Financial Statements (continued)
For the Year Ended 31 December 2014

Consolidated

Parent Entity

2014 2013 2014 2013
$ $ $ $
2. REVENUE AND QTHER INCOME
{a) Finance income
Bank income 2,558 2,669 2,555 2,703
Foreign exchange gain 20,848 3,287 20,846 10,078
23,403 5935 23,401 12,781
Consolidated Parent Entity
2014 2013 2014 2013
$ $ $ $
3. INCOME TAX
The majer components of income tax expense are:
Current income tax — foreign taxes
Current income tax @ 30% (2013; 30%) - (223,411) - {223.411)
Income tax expense included in the Income
Statement - {223,411) - {223,411}

A reconciliation between {ax expense/(credit) and the product of accounting profit/(loss) before income tax multiplied

by the Company's applicable income tax rate is as follows:

Accounting profit/{loss) before income tax {19,358) (211,292) {17,361) (153,504)
At the company's statutory income tax rate of 30%
(2013: 30%) (5,807) {63,388) {5,208) (46,051)
Reversal of excess provision booked in previous
year - (223,411} - {223,411)
Deferred tax not recognised 5807 63,388 5,208 46,051
Income tax expensef{income) included in the
Income Statement - (223,411) - (223,411
Consolidated Parent Entity
2014 2013 2014 2013
$ $ $ 3
4. TRADE AND OTHER RECEIVABLES
Other debtors and prepayments (i) 2,258 10,312 2,258 10,312
2,258 10,312 2,258 10,312

Terms and conditions
{i) Other debtors are non-interest bearing and generally on 30 day terms.
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Cairn Energy Australia Pty Limited and ifs controlled entities
Notes to the Financial Statements (continued)
For the Year Ended 31 December 2014

5. TRADE AND OTHER PAYABLES
Other creditars and accruals

Terms and conditions

(i} Other creditors are non-interest bearing and generally on 30 day terms.

8. PREFERENCE SHARES

Al 1 January
Conversion during the vear

At 31 December

Consolidated Parent Entity
2014 2013 2014 2013
$ $ §
(i) 12,144 86,505 12,144 66,505
12,144 66,505 12,144 86,505
Consolidated Parent Entity
2014 2013 2014 2013
$ $ $
- 263,826,563 - 263,826,563
- (263,826,563) - {263,826,563)

During the previous year, the Company has converied 290,886 preference shares amounting to US$264m into
290,686,000 equity shares as per the terms of preference shares.

7. CONTRIBUTED EQUITY

Issued and paid up capital:

At 1 January- ordinary shares fully paid

(2014: 417,644,879, 2013:126,658,303)
Issued during the year
300,576 ordinary shares fully paid
Conversion of 290,686 preference
shares into 290,686,000 equity shares

Ai 31 December
417,644,879 ordinary shares fully paid

() Terms and conditions of contributed capitat:

Consolidated Parent Entity
2014 2013 2014 2013
$ $ $ $
861,823,583 597,687,000 861,823,563 597,687,000
- 310,000 - 310,000
- 263,826 563 - 263,826,563
861,823,863 861,823,563 861,823 563 861,823,563

Ordinary shares have the right to receive dividends as declared and, in the event of winding up the Company, fo
participate in the proceeds from the sale of all surplus assets in proportion ta the nurnber of and amounts paid up on
shares held. Ordinary shares entitle their holder to one vote, either in person or by proxy, at a meeting of the Company.

During the previous year, the Company has converted 290,686 preference shares amounting to US$264m
into 290,686,000 equity shares as per the terms of preference shares.
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Cairn Energy Australia Pty Limited and its controlled entities
Notes to the Financial Statements (continued)
For the Year Ended 31 December 2014

8. ACCUMULATED LOSSES

Consolidated Parent Entity
2014 2013 2014 2013
$ $ $ $
At 1 January {861,670,099) (861,882,218) (861,672,086) {861,765,420)
Intercompany baiance written off - - - 23,417
Profit/{loss) for the year {19,358) 12,119 (17,361) 69,907
At 31 December (861,689,457) (861,670,099) (861,685,457) {861,672,086)
Consolidated Parent Entity
2014 2013 2014 2013
$ $ $ $
9. AUDITORS' REMUNERATION
The auditor of the Group is Emst & Young.
Amounts received, or due and
receivable, by Ernst & Young for:
- auditing the financial statements 8,022 13,422 8,022 13,422
9,022 13,422 9,022 13,422

10. EXPENDITURE COMMITMENTS

The Company has no commitments outstanding as at 31 December 2014 (31 December 2013: nil)

11. CONTINGENT LIABILITIES

As per the Scheme of Arrangement, ali the contingent liabilities with respect to the Indian undertakings have
been transferred {0 Caimn India Limited.
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Cairn Energy Australia Pty Limited and its controlled entities
Notes to the Financial Statements (continued)
For the Year Ended 31 December 2014

12. CONTROLLED ENTITIES

Place of incorp- Economic entity Book vaiue of
Entities oration Interest Investment
2014 2013 2014 2013
% % $'000 $°000
Parent entity:
Cairn Energy Australia Pty Limited
Controlled entities:
Cairn Energy Asia Pty Limited* Aust. - 100 - -
Wessington Investments Pty Limited (1)* Aust. - 100 - -
Cairn Energy Investments Australia Pty
Limited (1) Aust. - 100 - -
Sydney Qil Company Pty Limited (1)* Aust, - 100 - -
Cairn Energy India Pty Limited (1} Aust. 100 100 - -
CEH Australia Pty Limited* Aust, - 100 - -
CEH Austrafta Limited* British  Virgin - 100 - -
Islands

Elimination of investments held by controfled entities - -

Note:

(1) Entities subject to class order relisf:

Pursuant to Class Order 88/1418 granted on 22 December 1998, relief has been granted to the entities indicated from
the Corporations Law requirements for preparation, audit and lodgment of their financial report. As a condition of the
Class Order, Caimn Energy Asia Pty Limited and the controiled entities subject to the Class Order, entered into a Deed
of Cross Guarantee on 8 December 1998. The effect of the deed is that Caim Energy Asia Pty Limited has
guaranteed to pay any deficiency in the event of winding up of the controlled entity. The controlled entities have also
given a similar guarantee in the event that Caim Energy Asia Pty Limited is wound up.

*During the year under review, the Company had seven subsidiaries. Qut of these, six subsidiaries of the Company
viz. Gairmn Energy Asia Pty Limited, CEH Australia Pty Limited, Wessington Investments Pty Limited, Caimn Energy
investments Australia Pty, Sydney Oil Company Pty Limited and CEH Australia Limited (BVI) were de-registered by
ASIC during the year.
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Cairn Energy Australia Pty Limited and its controlled entities
Notes to the Financial Statements (continued)
For the Year Ended 31 December 2014

3. NET FUNDS

Consclidated Parent Entity
2014 2013 2014 2013
¥ $ $ $
Bank deposits 121,824 183,070 121,824 183,070
Bank deposits | 121,824 183,070 121,824 183,070
Cash at bank and in hand 1,944 6,386 1,944 4,389
Short term deposiis 20,224 20,201 20,224 20,201
Cash and cash equivalents 22,168 26,587 22,168 24,590
Net funds 144,992 209,657 144,992 207,660

Cash at bank eamns interest at the floating rate based on daily bank deposit rates.

Short term deposits are made for varying periods of between one month and three months depending on the
immediate cash requirements of the Group, and earn interest at the respective short term deposit rates.

Bank deposits are made for the periods of more than 3 months.

Recongiliation of cash

{a

L]

For the purposes of the Statement of Cash Flows, cash and cash equivalents comprise the following as at 31
March and 31 December ;

Cash at bank and in hand 1,844 6,386 1,844 4,380
Short term deposits 20,224 20,201 20,224 20,201
Closing cash balance 22,168 26,587 22,168 24,380
Consolidated Parent Entity
2014 2013 2014 2013
(b) Reconciliation of profit/(loss) after income
tax to net cash flows from operations $ $ $ $
Profit/(loss) after income tax. {19,358) 12,119 {17,361} 69,907
Adjustments for:
Fereign exchange (gain)/loss {1,098} (13,059) {1,096} (14,112)
Non-cash expenses 16,847 - 16,847 -

Changes in net assets and liabilities:
(Increase)/decrease in trade and other

receivables {6,098) 42 459 {6,098} 1,671
Increase/(decrease) in trade and other

payables (55,260) (51,605) {55,960) (58,614)
(Decrease)/increase in income tax liability - (165,670} - (165,670)
Net cash from/{used in) operating activities (65,665) {175,756) (63,668) {166,818)
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Cairn Energy Australia Pty Limited and its controlled entities
Directors’ Declaration
For the Year Ended 31 December 2014

In accordance with a resolution of the directors of Cairn Energy Australia Pty Limited, | state that:
In the opinion of the directors;

{a) The financial statements and notes of the Company and of the consolidated entity are in accordance
with the Corporations Act 2001, including:

{i) Giving a true and fair view of the Company’s and consolidated entity’s financial position as at
31 December 2014 and of their performance for the year ended on that date in accordance
with accounting poficies described in Note 1 to the financial statements; and

{ii) Complying with Accounting Standards and Corporations Act 2001, and

)] There are reasonable grounds to believe that the Company will be able to pay its debts as and when
they become due and payable.

On behalf of the Board

C

.U/y
Sudhir Mathur

India, 13 April 2015
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Ernst & Young Tel: +61 2 9248 5555
680 George Street Fax: +61 2 9248 5959
Sydney NSW 2000 Australia ey.com/au

o GPO Box 2646 Sydney NSW 2001
Building a better
working world

Independent auditor’'s report to the members of Cairn Energy Australia
Pty Limited

Report on the Financial Report

We have audited the accompanying consolidated financial report of Cairn Energy Australia Pty Limited
(the “consolidated Group and Company™), which comprises the consolidated statement of financial
position as at 31 December 2014, the consolidated statement of comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for the year ended, notes
comprising a summary of significant accounting policies and other explanatory information and the
directors’ declaration. The financial report has been prepared on a liquidation basis as the company is
not expected to continue in operation as a going concern.

Directors’ Responsibility for the Financial Report

The directors of the consolidated Group and Company are responsible for the preparation of the
financial report that gives a true and fair view in accordance with the Australian Accounting Standards
and the Corporations Act 2001, and for such internal control as the directors determine is necessary
to enable the preparation of the financial report that is free from material misstatement, whether due
to fraud or error. In Note 1, the directors also state, in accordance with Accounting Standard AASB
101 Presentation of Financial Statements that the financial statements comply with International
Financial Reporting Standards.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted
our audit in accordance with Australian Auditing Standards. Those standards require that we comply
with relevant ethical requirements relating to audit engagements and plan and perform the audit to
obtain reasonable assurance whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial report. The procedures selected depend on our judgment, including the assessment of the
risks of material misstatement of the financial report, whether due to fraud or error. In making those
risk assessments, we consider internal controls relevant to the entity's preparation and fair
presentation of the financial report in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's
internal controls. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by the directors, as well as evaluating the overall
presentation of the financial report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Independence

In conducting our audit, we have complied with the independence requirements of the Corporations
Act 2001. We confirm that the Independence Declaration required by the Corporations Act 2001 has
been given to the directors of the consolidated Group and Company.

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
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Opinion

In our opinion:

1. the financial report of Cairn Energy Australia Pty Limited, which has been prepared on a
liguidation basis, is in accordance with the Corporations Act 2001, including:

i. giving a true and fair view of the consolidated Group and Company'’s financial position at
31 December 2014 and of its performance for the year ended on that date; and

ii. complying with Australian Accounting Standards and the Corporations Regulations
2001; and

2. The financial report also complies with International Financial Reporting Standards as disclosed
in Note 1.

Scott Jarrett
Partner
Sydney

13 April 2015

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
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Auditor’s Independence Declaration to the Directors of Cairn Energy
Australia Pty Limited

In relation to our audit of the financial report of Cairn Energy Australia Pty Limited for the financial
year ended 31 December 2014, to the best of my knowledge and belief, there have been no
contraventions of the auditor independence requirements of the Corporations Act 2001 or any
applicable code of professional conduct.

J

Ernst & Young

Scott Jarrett
Partner
13 April 2015

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
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