






























































Cairn Energy Discovery Limited

Notes to the Accounts (continued)
For the year ended 31 March 2019

8 Financial Risk Management: Objectives and Policies

Cairn India Holdings Limited, Company’s immediate Parent, manages the financial risk of the Company along
with of other subsidiaries within its control.

The Company’s primary financial instruments comprise cash, short and medium-term deposits, money market
liquidity funds, marketable bonds, loans and other receivables and financial liabilities held at amortised cost. The
Company’s strategy has been to finance its operations through a mixture of retained profits and inter group
borrowings. Other alternatives, such as equity finance and project finance are reviewed by the Board, when
appropriate, to fund substantial acquisitions of oil and gas development projects.

The Company treasury function is responsible for managing investment and funding requirements including
banking and cash flow monitoring. It must also recognise and manage interest and foreign exchange exposure
whilst ensuring that the Company has adequate liquidity at all times in order to meet its immediate cash
requirements.

The Company may, from time to time opt to use derivative financial instruments to minimise its exposure to
fluctuations in foreign exchange and interest rates. Derivative financial instruments have not been used
throughout the year ended 31 March 2019. It is, and has been throughout the period under review, the Company’s
policy that no trading in derivative financial instruments shall be undertaken.

The main risks arising from the Company’s financial instruments are liquidity risk, foreign currency risk and
credit risk. The Board reviews and agrees policies for managing each of these risks and these are summarised
below:

Liquidity risk

The Company does not have any operations and is dependent on its Holding Company / Group companies for
meeting its short / medium term expenditure requirements. The Company has a policy of putting its surplus cash
in a combination of money market liquidity funds, fixed term deposits, mutual funds and marketable bonds with
a number of international and Indian banks, financial institutions and corporates to ensure sufficient liquidity to
enable the Company to meet its short/medium-term expenditure requirements.

The Company is conscious of the current environment and constantly monitors counterparty risk. Policies are in
place to limit counterparty exposure. The Company monitors counterparties using published ratings and other
measures where appropriate.

Foreign currency risk
The Company manages exposures that arise from foreign currency transactions, by matching receipts and
payments in the same currency, and actively managing the residual net position.

In order to minimise the Company’s exposure to foreign currency fluctuations, currency assets are matched with
currency liabilities by borrowing or entering into foreign exchange contracts in the applicable currency if deemed
appropriate. The loan facilities are multi-currency and allow drawings denominated in US dollars. The Company
reports in US dollars which, with most assets US dollar-denominated, minimises the impact of foreign exchange
movements on the Company’s Balance Sheet.

Credit risk

Credit risk from investments with banks and other financial institutions is managed by the Treasury functions in
accordance with the Board approved policies of the group. Investments of surplus funds are only made with
approved counterparties who meet the appropriate rating and/or other criteria, and are only made within
approved limits. The Board continually re-assess the Group’s Policy and update as required. The limits are set
to minimise the concentration of risks and therefore mitigate tinancial loss through counterparty failure.

At the year end the Company does not have any significant concentrations of bad debt risk, other than amounts
held by other group companies. The maximum credit risk exposure relating to financial assets is represented by
the carrying value as at the Balance Sheet date.
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