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Consolidated Statement of Cash Flows
For the six months to 30 June 2005

Six months Six months Year ended
to 30 June to 30 June 31 December

2005 2004 2004
(unaudited) (unaudited) (audited)

£’000 £’000 £’000

Cash flows from operating activities
Cash generated from operations 36,542 47,420 78,205
Interest paid (331) (576) (1,220)
Income tax paid (1,895) (1,357) (4,678)

Net cash generated from operating activities 34,316 45,487 72,307

Cash flows from investing activities
Expenditure on exploration assets (53,420) (24,825) (76,455)
Expenditure on development/producing assets (37,847) (11,517) (18,252)
Acquisition of Bangladesh assets – (24,213) (23,843)
Purchase of property, plant and equipment (368) (277) (1,146)
Purchase of intangible assets (858) (577) (1,006)
Proceeds on disposal of exploration assets 45,362 — —
Proceeds on disposal of development/producing assets 26,684 7,277 7,305
Proceeds on disposal of property, plant and equipment 3 7 44
Movement on long term deposits (3,154) – (8,000)
Interest received 821 182 1,711

Net cash used in investing activities (22,777) (53,943) (119,642)

Cash flows from financing activities 
Proceeds from issue of shares – equity share options 1,354 4,349 4,559
Proceeds from issue of shares – equity share placing – – 101,889
Purchase of own shares (8,981) (9,329) (9,329)
Drawdown of loan facilities – 13,088 –

Net cash flows from financing activities (7,627) 8,108 97,119

Net increase/(decrease) in cash and cash equivalents 3,912 (348) 49,784
Opening cash and cash equivalents 64,042 17,766 17,766
Exchange gains/(losses) on cash and cash equivalents 6,021 (980) (3,508)

Closing cash and cash equivalents 73,975 16,438 64,042
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Six months Six months Year ended
to 30 June to 30 June 31 December

2005 2004 2004
(unaudited) (unaudited) (audited)

£’000 £’000 £’000

Operating profit 25,875 27,234 23,765

Depletion, depreciation and amortisation 17,522 12,161 29,644
Decommissioning charge 647 654 1,183
Share based payments 1,020 552 1,291
Working capital movement 13,225 5,518 8,960
Other provisions (21,430) 753 16,234
Gain on sale of other fixed assets (3) (6) (41)
Foreign exchange differences (314) 554 (2,831)

Net cash inflow from operating activities 36,542 47,420 78,205

At 1 January Exchange At 30 June
2005 Cash flow movements 2005

£’000 £’000 £’000 £’000

Cash at bank 7,979 (2,120) 1,113 6,972
Short term deposits 56,063 6,032 4,908 67,003

64,042 3,912 6,021 73,975

Cash on long term deposit 8,000 3,154 – 11,154

72,042 7,066 6,021 85,129

Net Funds
As at 30 June 2005
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Notes to the Accounts
For the six months to 30 June 2005

1. Accounting Policies
Basis of Preparation
This Interim Report has been prepared on a basis consistent with the Group’s anticipated 2005 IFRS
accounting policies. Comparative information has also been restated under IFRS.

Change of accounting policies
On 1 January 2005 it became mandatory for the Group to comply with International Financial
Reporting Standards.

The Interim Results for the six months to 30 June 2005 have been prepared on the basis of all IFRS
and interpretations issued by the International Accounting Standards Board (“IASB”) effective for
the Group’s reporting year ending 31 December 2005, on the assumption that they will be fully
endorsed by the European Commission (“EC”). Should the EC fail to endorse some of these
standards and interpretations in full this could result in the need to change the basis of accounting
or presentation of certain financial information in the 2005 Annual Report and Accounts.

Revised accounting policies under IFRS can be found in the ‘Restatement of 2004 Results from UK
GAAP to IFRS’ document published on the Group’s website on 8 September 2005. This document
also includes reconciliations of comparative information from UK GAAP to IFRS.

These accounts are also prepared in accordance with IFRS 6 “Exploration for and evaluation of
mineral resources” following early adoption by Cairn of this standard.

The Group has continued to apply its existing full cost accounting policy for oil and gas assets to both
exploration and appraisal activity and in the development and production phase. However, as at the
date these accounts are authorised for issue, the Board are aware that, owing to a lack of clarity in
the authoritative literature, agreement has not been reached amongst the UK oil industry and the
accounting profession on the acceptability of applying full cost policies under IFRS beyond the
exploration and appraisal phase. As a result, the matter has been referred to the Agenda Committee
of the International Financial Reporting Interpretations Committee (“IFRIC”) to request
consideration of the matter by IFRIC. The timing and outcome of the Agenda Committee
discussions and any referral to IFRIC are currently uncertain. Consequently, for the purposes of
these accounts, the Company has continued to apply the UK GAAP full cost accounting policies that
were in effect immediately prior to the Group’s transition to IFRS, subject to changes in accounting
policy specifically required under IFRS 6. 

The Board will reconsider the appropriateness of the full cost accounting policy for the Group’s
Annual Report and Accounts and take into account any guidance or clarification received from either
the Agenda Committee or IFRIC.
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Introduction
We have been instructed by the Company to
review the financial information for the six months
ended 30 June 2005 which comprises the Group
Income Statement, Group Balance Sheet, Group
Cash Flow Statement, Group Statement of
Changes in Equity, and the related note 1. We have
read the other information contained in the
Interim Report and considered whether it contains
any apparent misstatements or material
inconsistencies with the financial information.

This report is made solely to the Company in
accordance with guidance contained in Bulletin
1999/4 ‘Review of interim financial information’
issued by the Auditing Practices Board. To the
fullest extent permitted by law, we do not accept
or assume responsibility to anyone other than the
Company, for our work, for this report, or for the
conclusions we have formed.

Directors’ Responsibilities
The Interim Report, including the financial
information contained therein, is the responsibility
of, and has been approved by, the Directors. The
Directors are responsible for preparing the Interim
Report in accordance with the Listing Rules of the
Financial Services Authority. 

As disclosed in note 1, the next annual financial
statements of Cairn Energy PLC will be prepared
in accordance with those IFRS adopted for use by
the European Union. This Interim Report has been
prepared in accordance with the requirements of
IFRS 1, “First Time Adoption of International
Financial Reporting Standards” relevant to
interim reports.

The accounting policies are consistent with those
that the Directors intend to use in the next financial
statements. There is, however, a possibility that
the Directors may determine that some changes to
these policies are necessary when preparing the
full annual financial statements for the first time
in accordance with those IFRS adopted for use by
the European Union. In particular, as noted in note
1 we highlight that the Directors are aware that
the application of full cost accounting under IFRS
has been referred to the IFRIC Agenda Committee
for consideration.

Review Work Performed
We conducted our review in accordance with
guidance contained in Bulletin 1999/4 ‘Review 
of interim financial information’ issued by the
Auditing Practices Board for use in the United
Kingdom. A review consists principally of making
enquiries of group management and applying
analytical procedures to the financial information
and underlying financial data, and based thereon,
assessing whether the accounting policies have
been applied. A review excludes audit procedures
such as tests of controls and verification of assets,
liabilities and transactions. It is substantially less
in scope than an audit performed in accordance
with United Kingdom Auditing Standards and
therefore provides a lower level of assurance than
an audit. Accordingly we do not express an audit
opinion on the financial information.

Review Conclusion
On the basis of our review we are not aware of
any material modifications that should be made
to the financial information as presented for the
six months ended 30 June 2005.

Ernst & Young LLP
London
20 September 2005
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The following are the main terms and abbreviations used in this announcement:
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Corporate

Board the Board of Directors of Cairn 
Energy PLC

Cairn the Company and/or its 
subsidiaries as appropriate

Company Cairn Energy PLC
D&M DeGolyer & MacNaughton
ENI Eni SpA and/or its subsidiaries 

as appropriate
GoI Government of India
Group the Company and/or its 

subsidiaries as appropriate
HPLC Hindustan Petroleum Corporation 

Ltd and/or its subsidiaries as 
appropriate

IFC International Finance Corporation
IOC Indian Oil Corporation and/or its 

subsidiaries as appropriate
MRPL Mangalore Refinery & 

Petrochemicals Ltd and/or its 
subsidiaries as appropriate

NELP-V India’s fifth New Exploration 
Licensing Policy

ONGC Oil and Natural Gas Corporation 
Ltd and/or its subsidiaries as 
appropriate

Shell Royal Dutch Petroleum Company 
and/or Shell Transport and 
Trading Company and/or their 
subsidiaries as appropriate

Technical

2D / 3D two dimensional / three 
dimensional

2P proved plus probable
3P proved plus probable and possible
bbls barrels of oil
boe barrels of oil equivalent
boepd barrels of oil equivalent per day
bopd barrels of oil per day
CPF central processing facility
degree API American Petroleum Institute 

units as a measure of oil specific 
gravity

EOR enhanced oil recovery
FDP field development plan
FEED front-end engineering design
mmbbls million barrels of oil
mmscfd million standard cubic feet of gas 

per day
PSC production sharing contract
resource quantities of hydrocarbons which 

are estimated on a given date to 
be recoverable

Accounting

ESOP Trust Employee Share Ownership Plan 
Trust

IFRIC International Financial Reporting 
Interpretations Committee

IFRS International Financial Reporting 
Standards

NIC National Insurance Contributions
UK GAAP Generally Accepted Accounting 

Practice in the United Kingdom

Note:
There are matters discussed in this Chairman’s Statement that are forward looking statements. All such forward looking statements are
based on our management’s assumptions and beliefs in light of information available to them at this time. These forward looking
statements are, by their nature, subject to significant risks and uncertainties and actual results; performance or achievements may be
materially different from those expressed in such statements.
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