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Cairn Energy India Pty Limited i
Directors' Report

The Board of Directors of Cairn Energy India Pty Limited submit 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. Sunil Bohra (appointed w.e.f.28 May 2014)
Mr. P Elango (resigned on 28 May 2014)
Ms. Swapna Keskar
Ms. Janine Rolfe
Registered office

The registered office of Cairn Energy India Pty Limited is located at Level 12, 680 George Street,
Sydney NSW 2000, Australia.

Employees

The entity employed nil employees as at 31 December 2014 (2013: 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 Company transferred all the assets and liabilities relating
to its Indian undertaking to its parent Cairn India Limited.

Dividends -

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

Results and review of operations

The Company does not have any operations to generate revenue. The operating loss after income tax
expense of the Company is $1997 (Operating profit after tax 2013: nil).

Events subsequent to balance sheet date

No significant events occurred 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 directors, managers and officers against all liabilities incurred by them in successfully defending
proceedings in the conduct of their duties.

Auditor’s independence

The directors have received a declaration of independence from the auditors which is shown at page
20.

Signed in accordance with a resolution of directors.
) £

Sunil Bohra

Inda,
13 April 2015



Cairn Energy India Pty Limited
Income Statement
For the Year Ended 31 December 2014

Notes

Sales revenue
Finance income

Cost of sales

Gross profit

Administrative expenses

| oss hefore tax and finance costs
Finance costs

L.oss before income tax

Income tax expense

Loss after income tax for the year
“from discontinued operations

Loss attributable fo members of the
parent 4

Discontinued
QOperations
2014

$

2

Discontinued
Operations
2013

$

(1,999)

(1,897)

(1,997)

(1,897)

{1,997)

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



Cairn Energy India Pty Limited
Statement of Comprehensive Income
For the Year Ended 31 December 2014

2014 2013

$ $

Loss for the year {1,987} -
Other comprehensive loss - -
Total comprehensive loss for the year ' (1,997) -
Aftributable to members of the parent {1,997) -




Cairn Energy India Pty Limited
Statement of Financial Position
As at 31 December 2014

2014 2013
Notes $ $
CURRENT ASSETS
Cash and cash equivalents 9 - 4,897
Total cuzrent assets - 1,997
NON-CURRENT ASSETS i -
Total non-current assets - -
TOTAL ASSETS - 1,897
CURRENT LIABILITIES
Preference shares 2 - -
Total current liabilities - -
NON-CURRENT LIABILITIES
Total non-current liabilities - -
TOTAL LIABILITIES - -
NET ASSETS - 1,997
EQUITY
Contributed equity 3 - .
Retained earnings 4 - 1,997
TOTAL EQUITY - 1,997

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



Cairn Energy India Pty Limited
Statement of Cash Flows
For the Year Ended 31 December 2014

Notes 2014 | 2013
$ $

Cash flows used in operating activities
Payments to suppliers and employees (1,999) -
Interest received 2
Net cash flows used in operating activities b {1,987} -
Cash flows from investing activities
Net cash flows from investing activities - -
Cash flows fromf{used in} financing activities
Net cash flows from/{used in) financing activities - -
Net decrease in cash and cash equivalents {1,987) -
Cash and cash equivalents at beginning of the year 1,997 1,947
Cash and cash equivalents at end of the year 9a - 1,897

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



Cairn Energy India Pty Limited
Statement of Changes in Equity
For the Year Ended 31 December 2014

Share Retained
Capital Earnings Total
$ $ $
At 1 January 2013 - (263,824,566)  (263,824,566)
Conversion of preference shares at nil vaiue - 263,826,563 263,826,563
At 1 January 2014 - 1,997 1,997
Loss for the year - {1,997} {1,997}

At 31 December 2014

-

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



Cairn Energy India Pty Limited
Notes to the Financial Statements
For the Year Ended 31 December 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This special purpose financial report has been prepared for distribution to the members of Cairn
Energy India Pty Limited to fulfil the directors’ financial reporting 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.

{i} During the year 2012, as per the Scheme of Arrangement, the Company transferred ali 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 Company in the future. The financial report has been prepared
on a liguidation basis of accounting.

(i} The financial report is a special purpose financial report. The Company is not a reporting entity
because in the opinion of the directors there are unlikely to exist users of the financial report who are
unabie to command the preparation of reports tailored so as {o satisfy specifically all of their financial
mformation 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 applicable Australian Accounting Standards, which include Australian equivalents
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 Statements;

- AASE 107: Cash Flow Statements;

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

A summary of the significant accounting policies of the Company under AIFRS are disclosed in
notes 1{a) {0 1(r) below,

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

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

» Disclosure Requirements [AASB 124}

*AASB 20712-3 Amendments fo Australian Accounting Standards — Offselfing Financial Assets and
Financial

Liabilities;

* AASB 2013-3 Amendments to AASB 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} Mafeniality;

« AASB 1048 (2013} Interpretation of Standards;

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

* Inferpretation 21 Levies.

Based on an analysis by the Group, the application of the new AIFRS has not had a material impact on
the financial statements 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 abave, 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 India Pty Limited
Notes to the Financial Statements (continued)
For the Year Ended 31 December 2014

(a)

(b}

(c}

(d)

(e)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

Further new standards and interpretations, which are not yet effective, have been issued by the
AASB. However none of these changes are expected to materially impact the Company’s financiat
position and performance.

Discontinued operations

As per the Scheme of Arrangement, the Company transferred all the assets and liabilities relating to its
Indian undertakings to its parent Cairn India Limited {“CIL"). Pursuant to such transfer, the
management proposes to liquidate the Company in due course of time.

Liquidation 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 value. In the comparative period also, the
financial statements were prepared on a 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 liabilities (if any).

Functicnal and presentation currency

The functional and presentational currency of Caimn Energy India Pty Limited is US Dollars ("$). It is
deemed to be more appropriate to present the financial statements in line with the functional currency
of the Company. The Company'’s policy on foreign currencies is detailed in note 1{c).

Joint Arrangements

Up to the Scheme of Arrangement, Cairn participated in several unincorporated joint operations which
involve the joint control of assets used in the Company's oil and gas exploration and producing
activities. Post 18 October 2012, the Company has transferred its interest in various blacks to CIL,

Revenue and other income

Revenue fraom aperating activities

Revenue represents Cairn’s share of oil, gas and condensate production, recognised on a direct
entitlement basis and tariff income received for third party use of operating facilities and pipefines in
accordance with agreements.

Other income

tncome received as operator from joint operations is recognised on an accruals basis in accordance
with joint operating agreements and is included after Gross Profit on the income Statement. 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 India Pty Limited
Notes to the Financial Statements (continued)
For the Year Ended 31 December 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(f) Oil and gas intangible explorationfappraisal assets and properly, plant and equipmant —
development/producing assets

Caim follows a successful efforis based accounting policy for ofl and gas assets.

Costs incurred prior to obtaining the legatl rights to explore an area are expensed immediately to the
Income Statement,

Expendiure incurred on the acguisition of a licence interest is initially capitalised on a licence by licence
basis. Cosis are held, undepleted, within explorationfappraisal assets untit such a time as the
exploration phase on the licence area is complete or commercial reserves have been discoverad.

Exploration expenditure incurred in the process of determining exploration targets is capitalised initialy
within exploration/appraisaf assets and subsequently allocated to drilling 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 resuls
indicate that hydrocarbon reserves exist and there is a reasonable prospect that these reserves are
commercial.

Following 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 assefs after -testing for
impairment {see below). Where results of exploration drilling iridicate the presence of hydrocarbons
which are ultimately not considered commercially viable, all related costs are written off to the Income
Statement.

All costs incurred after the technical feasibility and commercial viability of proeducing hydrocarbons
have been demonstrated are capitalised within development/producing assets on a fieid by field
basis. Subsequent 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 cosis 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 credifed to the Income Statement. Net proceeds from any
disposal of development/producing assets are credited against the previously capitalised cost. A gain or
loss on disposal of a development/producing asset is recognised in the income Statement fo the extent
that the net proceeds exceed or are less than the appropriate portion of the net capitalised costs of the
asset,

Deplation .

Cairn depletes separately, where applicable, any significant components within development/producing
assets, such as fields, processing facilities and pipelines which are significant in relation o the total cost
of a development/producing asset.

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

Impairment

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 recoverable. 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
segrment, the exploration/appraisal costs are charged immediately to the Income Statement.



Cairn Energy India Pty Limited
Notes to the Financial Statements (continued)
For the Year Ended 31 December 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {(continued)

() Oif and gas intangible explorationfappraisal assels and property, plant and equipment -
development/producing asssts (continued)

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

At each reporting 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 value 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/bhl {2013: short-term and Jong-term oil price of $100/kb), 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 assel basis, using appropriate pefrofeum
engineering technigues.

Where thers has been a charge for impairment in an earlier period that charge wilt be reversed in a later
period where there has been a change in citcumstances to the extent that the discounted future net
cash flows are higher than the net book value at the time. [n 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
would have beenh determined (net of depletion) had no impairment loss been recognised in prior
periods.

(@) Property, plant and equipment - other
Property, plant and equipment are measured at cost less accumnulated 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 256-50 straight line

* Depreciation is charged over the shorter of the economic life or the remaining term of the lease.

(h) Intangible assets - other

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

Annual Rate {%) Amortisation
Method
Software costs 25 -850 straight line

(i} Investments

The Company’s available for saie 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 subsequent disposal of available for sale financial assets will be recycled through the
income Statement.

(i) Inventory

Inventories of oil and condensate held at the balance sheet date are valued at the lower of cost or net
realisable value based on the estimated selling price in accordance with established industry practice.

10



Cairn Energy India Pty Limited
Notes to the Financial Statements {continued)
For the Year Ended 31 December 2014

(k)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial
tiability or equity instrument of another 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 financiai assets. The Company
holds firancial 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 value 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.
Al of the Company's financial liabilities are held at amortised cost, with the exception of derivative
financial instruments and preference shares which are held at fair value through profit or loss.

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

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

Derivative financial instruments

When applicable, the Company uses derivative financial instruments such as foreign currency options
to hedge its risks associated with foreign currency fluctuations. Such derivative financial instruments
are designated upon initial recognition as at fair value 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 re-measured 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 Company did not apply hedge accounting for derivative financial
instruments held during the current and prior year.

Available for sale financial assets

Available for sale financial assets are those non-derivative financial assets that are not classified as
loans and receivables. The Company's available for sale financial assets represent listed equity
shares which are held at fair vaiue (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
cumuiative gain or loss that arises on subsequent disposal of available for sale financial assets will be
recycled through the Income Statement.

L oans and other receivables

Trade receivables, loans and other receivables that have fixed or determinable payments that are not
quoted 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 term receivables where the recognition of interest would be immaterial.

The carrying amounts of loans and other receivables are tested at each reporting date to determine
whether there is objeclive 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, 1t is written 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 Staternent of Financial Position in accordance with where

11



Cairn Energy India Pty Limited
Notes to the Financial Statements (continued)
For the Year Ended 31 December 2014

1.
(k)

{0

(m)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments {continued)
the original receivable was recognised.

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

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 Staterment of Cash Flows, cash and cash equivalents consist of cash and
cash equivalents as defined above, net of outstanding bank overdrafts.

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

Interest bearing bank loans and borrowings

All interest bearing bank loans and borrowings represent amounis drawn under the Cairn India
Holding 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 direcily attributable
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 heid under finance leases are recognised as assets of the Company at their fair value at the
inception of the lease or, if lower, at the present value of the minimum lease payments. The
corresponding liability to the lessor is included in the Statement of Financial Position as a finance
lease 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 batance of the liability.
Finance charges are charged to the Income Statement, unless they are direcily attributable to
qualifying assets, in which case they are capitalised in accordance with the Company’s general policy
on borrowing costs {see below).

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

Borrowing cosls

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

Equity

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

The tax expense represents the sum of current tax and deferred tax.

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.

12



Cairn Energy India Pty Limited
Notes to the Financial Statements (continued)
For the Year Ended 31 December 2014

(m)

{y)]

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

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 computation of taxable profit.

Deferred income tax liabilities are recognised for all taxable temporary differences except in respect of
taxable temporary differences asscciated with investments in subsidiaries, associates and interests in
Joint Arrangements where the timing of the reversal of the temporary 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 assets 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 fax losses can be utilised, except where the deferred income tax asset relating to the
deductible temporary timing difference arises from the initial recognition of an asset or fiability in a
transaction that is not a business combination and, at the time of the fransaction, 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 faxable 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 probabile that sufficient taxable profits will
be avaitable to allow all or part of the deferred income {ax 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 liabifity is settied, based on tax rates and laws enacted or
substantively enacted at the Statement of Financial Position date.

Deferred tax assets and liabiiities are only offset where they arise within the same entity and tax
jurisdiction and the group intends either to settle on a net basis, or to realise the asset and settle the
fiability simultaneousty.

Becommissioning

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 assel and fiability when the obligation arises. The decommissioning asset is included within
property, plant & equipment — development/producing assets with the cost of the related installation.
The liability is included within non-current provisions. Revisions to the estimated costs of
decommissicning which alter the leve) 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 discourt on the provision is included within
“Finance costs”,

13



Cairn Energy India Pty Limited
Notes to the Financial Statements {continued)
For the Year Ended 31 December 2014

()

{P)

{r)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {(continued)
Foreign currencies

The Company translates fareign currency transactions into the functional currency at the rate of
exchange prevailing at the transaction date. Monetary assets and liabilities denominated in foreign
currency are translated into the functional currency at the rate of exchange prevailing at the Statement
of Financial Position date. Exchange differences arising are taken to the Income Statement except for
those incurred on borrowings specifically allocable to development projects, which are capitalised as
part of the cost of the asset.

Raies of excha'nge to USD$ 1 were as follows:

31 December Average 31 December Average

2014 2014 2013 2013

Sterling 0.642 0.608 0.607 0.639
Indian Rupee 63.332 61.096 61.897 59.003

Pension schemes

Up to 2012, Cairn operated a defined contribution pension scheme in India. The assets of the scheme
were held separately from those of Cairn. Cairn also operated an insured benefit scheme for certain
Indian employees as required under Indian legislation. In accordance with AASB 112 "Employee
Benefits” this is treated as a defined contribution scheme. The pension cost charged represents
contributions payabie in the year in accordance with the rules of the scheme.,

Operating lease commitmenis

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

Share schames

Up to 2012, the cost of awards to employees of Cairn Energy india Pty Limited under Cairn Energy
PLC’s l.ong Term 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 were 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 employees, in the form of cash but based on share performance (phantom

options) 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.

14



Cairn Energy India Pty Limited
Notes to the Financial Statements (continued)
For the Year Ended 31 December 2014

2. PREFERENCE SHARES

At 1 January
Converted during the year

At 31 December

2014 2013
$ $
- 263,826,563
- (263,826,563)

During the previous year, the Company has converted 290,686 preference shares amounting to US$

264m into 290,686,000 equity shares at nil value.

3. CONTRIBUTED EQUITY

lssued and paid up capital

1 January (2014: 291,778,501, 2013.1,090,501 shares)
Conversion of preference shares into 290,686,000
shares at nil value

At 31 December {2014 and 2013 :291,776,501 shares)

Terms and conditicns of contributed capital;

2014 2013

Ordinary shares have the right to receive dividends as declared and, in the event of winding up the
Company, to participate in the proceeds from the sale of all surplus assets in proportion o the number
of and amounts paid up on shares held. Ordinary shares entitle their holder to one vole, 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 290,886,000 equity shares at nil value.

4. RETAINED EARNINGS

At 1 January 2013

Conversion of preference shares at nil value
At 1 January 2014

Loss for the year

At 31 December 2014

5. AUDITORS' REMUNERATION

The auditor of the Group is Emst & Young.
Amaounts received, or due and receivable,
by Ernst & Young for:

- auditing the financial statements

$

(263,824,566)
263,826,563

1,997
(1,997)

2014 2013

9,022 13,422

9,022 13,422

Auditor's remuneration is paid by Cairn Energy Austraiia Pty Limited on behalf of the Company.

15



Cairn Energy India Pty Limited
Notes to the Financial Statements (continued)
For the Year Ended 31 December 2014

6. EXPENDITURE COMMITMENTS

The Company has no commitments outstanding as at 31 December 2014.

7. CONTINGENT LIABILITIES

As per the Scheme of Arrangement, all the contingent liabilities with respect to the Indian
undertakings have been transferred to Cairn India Limited.

8, PARENT ENTITIES

The Company is a wholly-owned subsidiary of Cairm Energy Australia Pty Limited which in turn is a wholly
owned subsidiary of Cairn India Limited, India. Volcan Investments Limited ("Volcan”) is the ultimate
controlling entity and through a chain of subsidiaries controls Cairn India Limited.

During the year 2013, Sydney Oil Company Pty Limited, which was earfier immediate parent entity,
transferred ali the shares of the Company to Cairn Energy Australia Pty Limited.

9. NET FUNDS
2014 2013
$ $
Cash at bank and in hand - 1,997
Cash and casgh equivalents - 1,997
Net funds - 1,997

Cash at bank earns interest at the floating rate based on daily bank deposit rates.
{(2) Reconciliation of cash

For the purposes of the Statement of Cash Flows, cash and cash equivalents comprise the
following as at 31 Decemnber:

2014 2013
$ $
Cash at bank and in hand - 1,997
Closing Balance - 1,887
(b} Reconciliation of profit after income tax to net cash flows

from operations
Loss after income tax (1,997) -
Adjustments - -
Net cash used in operating activities (1,997) -
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Cairn Energy India Pty Limited
Directors’ Declaration
For the Year Ended 31 December 2014

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

In the opinion of the directors:

(@)

(b)

The financial statements and notes of the Company are in accordance with the
Corporations Act 2001, including:

(i) Giving a true and fair view of the Company's financial position as at 31
December 2014 and of its performance for the year ended on that date in
accordance with accounting policies described in Note 1 to the financial
statements; and

(i) 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

0 g

\
Y

Sunil Bohra

Indi
13 April 2015
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Independent auditor’'s report to the members of Cairn Energy India Pty
Limited

Report on the Financial Report

We have audited the accompanying financial report of Cairn Energy India Pty Limited (the “Company™),
which comprises the statement of financial position as at 31 December 2014, the statement of
comprehensive income, statement of changes in equity and 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 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 Cairn Energy India Pty Limited.

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 India Pty Limited, which has been prepared on a liquidation
basis, is in accordance with the Corporations Act 2001, including:
i. giving a true and fair view of the 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
India Pty Limited

In relation to our audit of the financial report of Cairn Energy India 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.

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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