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1 Sir Bill Gammell,

Chief Executive (55)

Sir Bill Gammell holds a BA in Economics
and Accountancy from Stirling University.
He founded Cairn and was appointed
Chief Executive on its initial listing in 1988.
Sir Bill has over 25 years’ experience in the
international oil and gas industry. He is
Chairman of the Scottish Institute of Sport
Foundation, a member of the board of
Sportscotland and a director of Artemis AiM
VCT plc. In the 2006 New Year Honours List
he was awarded a knighthood for services
to industry in Scotland. He is also the non-
executive Chairman of Cairn India Limited.

2 Dr Mike Watts,

Exploration & New Business Director (52)

Dr Mike Watts holds a First Class Hons
degree and a PhD in Geology. He joined Shell
in 1980, Burmah in 1985 and Premier in 1986.
In 1991 he was appointed Managing Director
of the Amsterdam listed Holland Sea Search
("HSS"), becoming CEO in 1993. At this time
he also carried out new ventures in India,
Yemen and Vietnam for Command Petroleum
and SOCO International, who were major
investors in HSS. In 1996, HSS was acquired
by Cairn and Mike was appointed Exploration
Director of Cairn in 1997. He has been closely
associated with numerous oil and gas
discoveries (in the North Sea, Pakistan,
Myanmar, Thailand, Bangladesh and India),
the south Asian strategy at HSSH/Command/
Cairn, the acquisition of Command by Cairn,
the Bangladesh and Rajasthan transactions
with Shell and the emergence of Cairn as

the pre-eminent foreign owned oil and gas
company in India. He is also the Chief
Executive of the Company'’s subsidiary,
Capricorn. He is the executive director

with responsibility for providing assurance

to the Board on health, safety, environment
(including climate change), community and
human rights matters.

3 Malcolm Thoms,

Chief Operating Officer (52)

Malcolm Thoms holds a BSc Hons in Physics
from Edinburgh University and an MBA from
Heriot Watt University. He started his career
as a field engineer with Schlumberger and
subsequently became manager of their
businesses in Qatar and Brunei. He joined
Cairn in 1989 where he held a number of
senior management positions prior to his
appointment as an executive director in 2000.
Malcolm is a non-executive director of Cairn
India Limited and Revus Energy AS and he has
also recently been appointed as a Trustee of
The University of Edinburgh Development
Trust. He is the executive director with
responsibility for security matters.
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4 Phil Tracy,

Engineering & Operations Director (57)

Phil Tracy holds an MSc in Petroleum
Engineering from Imperial College and a

BSc in Chemical Engineering from Leeds
University. He is a Chartered Engineer with
over 30 years’ experience in the international
oil and gas industry. He originally joined Cairn
in 1988 and served as an executive director
from 1989 until 1999. He subsequently
became managing director of Providence
Resources P.l.c. before rejoining Cairn in
2002 as Chairman of Cairn Energy India Pty
Limited, a post he held until May 2006.

He was appointed Engineering & Operations
director in 2004 and served as Rajasthan
Project Director until December 2006.

In December 2007, Phil rejoined the Rajasthan
Project Board. Phil is also a non-executive
director of Vienco Group Limited.

5 Jann Brown,

Finance Director (52)

Jann Brown was appointed Finance Director
of Cairn in 2006. She holds an MA from
Edinburgh University and a diploma in
accounting from Heriot Watt University.

She joined Cairn in 1998 after a career in the
accountancy profession, mainly with KPMG.
She is a member of the Institute of Chartered
Accountants of Scotland and the Chartered
Institute of Taxation. She is the executive
director with delegated responsibility for
employee matters.

6 Simon Thomson,

Legal & Commercial Director (43)

Simon Thomson was appointed Legal &
Commerecial Director of Cairn in 2006.

He holds an LLB Hons from Aberdeen
University and a Diploma in Legal Practice
from Glasgow University. He joined

Cairn in 1995 as a lawyer before becoming
Group Commercial Manager. Prior to

his appointment as Legal & Commercial
Director, he served on the Group
Management Board for six years.

He is a director of The Scottish Institute

of Sport Foundation.

7 Norman Murray,

Non-Executive Chairman (60)

Norman Murray was appointed an
independent non-executive director of Cairn
in 1999 and Chairman in 2002. He was a
co-founder and former Chairman of Morgan
Grenfell Private Equity Limited and was

also a director of Morgan Grenfell Asset
Management Limited and a non-executive
director of Bristow Helicopter Group Limited.
He is a past Chairman of the British Venture
Capital Association and a past President of
the Institute of Chartered Accountants of
Scotland. He is a non-executive director of
Greene King PLC and Robert Wiseman
Dairies plc and is also the non-executive
Deputy Chairman of Cairn India Limited.

8 Hamish Grossart,

Non-Executive Deputy Chairman (51)
Hamish Grossart was appointed an
independent non-executive director of Cairn
in 1994 and became Deputy Chairman in
1996. He has over 20 years' experience on
public company boards in a wide range of
industries, both in an executive and non-
executive capacity. He is currently also
Deputy Chairman of British Polythene
Industries PLC, Chairman of Indigo Vision
Group plc and a non-executive director of
Artemis Investment Management Limited.

9 Ed Story,

Non-Executive Director (64)

Ed Story was appointed an independent
non-executive director of Cairn in 1997.

He is President, Chief Executive and founder
of SOCO International plc and has over 40
years' experience in the international oil and
gas industry. He also serves as the Honorary
Consul of Mongolia in Houston.

10 Todd Hunt,

Non-Executive Director (55)

Todd Hunt was appointed an independent
non-executive director of Cairn in 2003.
He is President and joint owner of Atropos
Exploration Company and Atropos
Production Company based in Dallas,
Texas. He has over 30 years’ experience

in the oil and gas industry.

11 Mark Tyndall,

Non-Executive Director (50)

Mark Tyndall was appointed an independent
non-executive director of Cairn in 2003.

He is Chief Executive of Artemis Investment
Management Limited and a director of
Standard Life European Private Equity

Trust PLC.

12 Andrew Shilston,

Non-Executive Director (52)

Andrew Shilston was appointed an
independent non-executive director of Cairn
in 2004. He is a Chartered Accountant and
has been Finance Director of Rolls-Royce plc
since 2003. Prior to that he was the Finance
Director of Enterprise Oil plc from 1993 to
2002. He has over 20 years' experience in
the oil and gas industry.
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RISK FACTORS

The Company is subject to a variety of risks which derive from the nature of the oil and gas exploration and production
business and relate to the countries in which it conducts its activities. Outlined below is a description of the principal risk
factors that may affect performance. Such risk factors are not intended to be presented in any order of priority. Any of
the risks, as well as the other risks and uncertainties referred to in this report, could have a material adverse effect on
business performance. In addition, the risks set out below may not be exhaustive and additional risks and uncertainties,
not presently known to the Company, or which the Company currently deems immaterial, may arise or become material
in the future. The risk factors should be considered in conjunction with the cautionary note to shareholders in relation to
forward-looking statements set out on pages 36 to 39.

The Company’s performance is dependent upon the performance of Cairn India and the Capricorn Group

Following the IPO, the Company’s principal assets are its shareholding in Cairn India, a company listed on the BSE and NSE

in India, and its 90% shareholding in its unlisted subsidiary, Capricorn. Accordingly, the Company’s performance and market
price are dependent upon the performance of Cairn India and Capricorn. Any failure by Cairn India or by Capricorn to
successfully develop their respective businesses could have a material adverse effect on the Company’s business performance.

The Company’s material shareholding in Caimn India represents a significant proportion of the Company’s value. Any fluctuations
in the market price of Cairn India’s share price may have a direct effect on the Company’s share price.

Relationship with Cairn India

The Company exercises its influence over Cairn India through certain provisions contained within the memorandum and articles
of association of Cairn India supplemented by the terms of a relationship agreement between Cairn India and the Company.

In particular, the Company may reasonably require Cairn India to comply with policies and procedures which it has approved
from time to time in relation to the Group as a whole. Consequently, Cairn India has generally adopted policies and procedures
which are in line with those of the Group such that the identification and treatment of risk is consistent between Cairn India

and Capricorn.

Project Assessment and Delivery

There are a number of steps prior to a decision by management to invest in or ‘sanction’ a project or new venture. Risks during
this pre-sanction period include technical, engineering, commercial and regulatory risks. Typical risks include over- or under-
estimation of crude oil and natural gas initially in place and recoverable, inadequate front end engineering design, not securing
appropriate long-term commercial agreements or, where required, applicable governmental or regulatory consents, permits,
licences or approvals. This can cause delays to commercialisation of reserves and this may have a material effect on medium

to long-term cash flow and income.

Project delivery is subject to corporate responsibility, technical, commercial, contractor and economic risks. Projects can
be delayed or unsuccessful for many reasons, including cost and time overruns of projects under construction, availability,
competence and capability of human resources and contractors, mechanical and technical difficulties and infrastructure
constraints.

In addition, some development projects may require the use of new and advanced technologies or produce hydrocarbons from
challenging reservoirs, which can exacerbate such problems.

The Company’s principal project is the development by Cairn India of discovered oil fields in Rajasthan. Availability of production
from the largest oil field, Mangala, is currently scheduled for the second half of 2009. Residual risks relate to the potential for
delays in the delivery of materials and equipment, construction, installation or commissioning activities which may lead to the
availability of production being delayed.

The scope of the project has been expanded to include transportation infrastructure to permit the transport of produced oil to
designated end users in India. The present schedule for completion of the transport infrastructure will permit efficient evacuation
of the Mangala crude oil once available during the second half of 2009. Delays in connection with land acquisition, securing of
rights of way, delivery of materials and equipment, construction, installation or commissioning activities represent residual risks
which may lead to a delay in the availability of the transportation infrastructure to evacuate the Mangala crude oil in line with the
planned production availability during the second half of 2009.

The crude oil at the northern fields in Rajasthan is characterised by its viscous nature in the reservoir and its propensity to
solidify at higher temperatures, whether in the well-bore or at surface, than is commonly the case for most producing oil
fields. This presents both extraction and transportation risks. The development, production and transportation plans for the
northern fields are dependent upon availability of a reliable fuel supply for power generation and heating of the facilities.
A parallel development of the Raageshwari gas field in Rajasthan is being undertaken to provide such fuel gas. Under the
present schedule, fuel gas will be available to meet the power generation and heating requirements to support availability
of production from the Mangala field and the availability of transportation infrastructure during the second half of 2009.
Residual risks are essentially similar to those which pertain to the completion of the Mangala development.
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CORPORATE GOVERNANCE STATEMENT
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Internal Control

The Board acknowledges its responsibility for the system of internal control and for reviewing its effectiveness. The system of
internal control plays a critical role in managing the risks towards the achievement of corporate vision and objectives, and is
also central to safeguarding shareholders’ interests and Company assets. This system of internal control is in accordance with
the guidance of the Turnbull Committee and is designed to manage rather than eliminate the risk of failure to achieve business
objectives and can only provide reasonable but not absolute assurance against material misstatement or loss.

The process has been in place in respect of the Group for the 2007 accounting period and up to the date of approval of the
report and accounts. The Board has carried out a review of the effectiveness of the system of internal controls during 2007 and
will ensure that such reviews are performed in 2008. In so doing, the Board has taken into account the assurance provided by
the Chief Executive Officer of Cairn India in respect of the effectiveness of the system of internal control within Cairn India and
which derives from a parallel process followed within Cairn India. The Board is accordingly satisfied that effective control is in
place and that risks have been mitigated to an acceptable level.

The Company is subject to a variety of risks which derive from the nature of the oil and gas exploration and production business
and relate to the countries in which it conducts its activities. The directors believe that Cairn derives its competitive edge by
focusing activities in areas where they believe they have a technical and commercial advantage and the experience gained

over many years enables the Company to manage these risks effectively.

Operations in any country are only possible when values are shared, and the directors believe that the Group’s values of
integrity, social and environmental responsibility, teamwork and nurturing of individuals, creativity, risk management and
alliancing with key partners are ingredients that are central to the Company’s success. The ability to recognise the value of
working as a partnership with host governments, both nationally and regionally, has also been a critical ingredient in this
approach and success.

2007 was another year of significant change for the Company, with the transfer of management control of Cairn India to its own
board of directors following the listing on the BSE and NSE on ¢ January 2007 and the building of an exploration portfolio and
new organisation in Capricorn. Particular attention has been placed by Group management on ensuring that a robust system of
internal control has been maintained during 2007 in relation to the significant risks in business activities.

Cairn India is subject to the rules, regulations and guidelines of SEBI and to its listing agreement with the BSE and NSE.
Under the terms of a relationship agreement between the Company and Cairn India entered into at the time of the IPO

(the 'Relationship Agreement’), both companies have also agreed to use reasonable endeavours to ensure that they can
comply with their respective obligations to SEBI, the FSA, the BSE, the LSE and the NSE and under the SEBI Insider Trading
Regulations and UK regulation and legislation relating to the disclosure of information or dealing in respect of listed securities
or corporate governance. This has included adopting and following the principles and policies of corporate governance,
including risk management, which enable each company to comply with these obligations.

The following describes the key elements of the internal control system and the processes used by the Board during 2007
to review the effectiveness of the system. It also describes the approach to be taken in 2008.

1. Strategic Direction

The Group business model is conventional in that strategy is set by the directors and approved by the Board and its
implementation is delegated to the GMB. Following its listing on the BSE and NSE in January 2007, Cairn India is now an
autonomous company and its directors decide the company strategy. In accordance with the memorandum and articles of
association of Cairn India, the Company has nominated three non-executive directors to the board of Cairn India (including
Sir Bill Gammell as Chairman) and, therefore, has an input to this strategy.

2. Operating Management

Outside of Cairn India, the Group, through its unlisted subsidiary Capricorn, operates several business units in different countries
and with various partners. Work programmes and budgets are prepared annually to meet the Group strategy, starting at the
asset level before being consolidated at both country and Group levels. After an iterative process, the country budgets are
presented as part of the Group budget to the GMB and the Board for approval.

Each country then prepares a detailed business plan to meet the agreed annual work programme and budget. This sets out
detailed objectives and KPIs for each asset and supporting functional department, and is consolidated into the country business
plan. The country business plans are firstly approved by the in-country management teams and are then submitted to the GMB
and the Board for approval.

The in-country management teams then have the required authority to implement the business plans and to deliver the agreed

work programme within the approved budget and delegation of authorities, and in accordance with the internal control
framework.
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CORPORATE GOVERNANCE STATEMENT
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The remit of the GMB is to oversee the delivery of the strategy through the annual work programmes, budgets and country
business plans. The directors have also appointed Group functional heads whose roles include providing input and ‘challenge’
to the work programmes, budgets and business plans, and supplying the relevant director with full and accurate information
and to make statements on the adequacy of internal control.

3. Risk Management

The Group Risk Management Committee (GRMC), established by the Board in 1999, continues to be responsible for the
development of risk management strategy and processes within the Company and for overseeing the implementation of the
requirements of this strategy. It does this by ensuring that the framework for the identification, assessment, mitigation and
reporting on all areas of risk is ‘fit for purpose’ and that appropriate assurance arrangements are in place in relation to these
risks.

The GRMC is chaired by the Finance Director and comprises executive directors and senior country and Group functional
management. Further changes to the GRMC membership, in order to maintain a robust and challenging approach to risk
management, are planned in 2008.

The Group Business Risk Management Guidelines (GBRMG), that define the processes through which Cairn seeks to
systematically identify, analyse, assess, treat and monitor the business risks faced by the Group, were issued in April 2005.

The GBRMG also identify the risk management organisational structure through which business risks are managed and regularly
reviewed at operating, asset and country levels. It is intended to update the GBRMG during 2008.

A country-level RMC has continued to operate in Bangladesh during 2007. Business risks, together with the identified mitigating
measures and responsibilities, have been recorded in asset and country risk registers which, following endorsement by the
in-country RMCs, are reported through to the Group risk register. These country and Group risk registers are regularly reviewed
by the GRMC to ensure that the business understands the key risks it faces and that there is an embedded risk management
approach in place. At each GRMC meeting a specific risk item has also been reviewed in more detail, through presentations by
and questioning of the responsible manager. During 2007, these more detailed risk reviews have included the ‘due diligence’
process applied to the evaluation of new business opportunities, Bangladesh exploration and drilling risk mitigation strategies
and the new finance system implementation programme.

Subsequent to its listing, Cairn India operates its own RMC in line with its Business Risk Management System (BRMS).

The Cairn India RMC has been established under the chairmanship of the Chief Operating Officer and reports to the Cairn India
Board. The BRMS is substantially similar to that of the Company and, under the terms of the Relationship Agreement, a copy

of the Cairn India risk register is routinely submitted for review at the GRMC, at which a senior representative from Cairn India

is present to provide explanation and take questions. The Cairn India risk register is integrated into the Group risk register.

Since KPMG's appointment to manage the Group internal audit process in August 2004, steps have been taken to ensure
internal audit's integration with the risk management process, including attendance at GRMC meetings. Cairn India follows a
similar practice with KPMG India, who have also been retained as their internal auditors in line with the Relationship Agreement.

The GRMC reports on the Group’s risk profile to both the audit committee and the Board. Additionally, the Board receives
internal reviews of the effectiveness of internal control relative to the key risks. The conclusion of the Board following these
reviews during 2007 is that the internal controls in respect of key risks are appropriate.

4. Assurance

The integrated assurance framework adopted by the Board provides for three levels of assurance against the risks facing the
Group: firstly at the operational level; secondly through overview by Group functional management and the GRMC; and thirdly
through internal, external or joint venture audits.

During 2007, the directors reviewed the effectiveness of the Group's system of financial and non-financial controls, including

operational and compliance controls, risk management and the Group's high level internal control arrangements. The directors

derive assurance from the following internal and external controls:

* aregularly updated schedule of matters specifically reserved for a decision by the Board;

e policies and procedures for key business activities;

® an appropriate organisational structure;

e control over non-operated joint venture activities through delegated representatives;

* specific delegations of authority for all financial and other transactions;

* segregation of duties where appropriate and cost effective;

* business and financial reporting, including KPIs;

¢ functional management reviews;

e the nomination of various directors of the Company to the Cairn India board (in a non-executive capacity) and to certain of its
committees. The Board also receives copies of minutes of meetings of the Cairn India board of directors;
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a Relationship Agreement with Cairn India, which, inter alia, contains provisions for the supply by Cairn India to the

Company of such information and confirmations as the Company may require to comply with legal, regulatory and reporting
obligations;

a transition support agreement with Cairn India which was in force for six months subsequent to its listing on 9 January 2007,
to help ensure a smooth process in respect of the relocation of certain managerial functions from the Company’s headquarters

in Edinburgh to Cairn India;

* an annual ‘letters of assurance’ process, through which country managers confirm the adequacy of internal financial and
non-financial controls and their compliance with Group policies and report any control weaknesses identified in the past year;

* a'letter of assurance’ from the Cairn India Chief Executive Officer confirming the adequacy of internal controls within Cairn
India in line with its policy, and reporting of any control weaknesses identified in the past year;

e Group internal audits to assess compliance — the internal auditor implements a number of audits during the year in line with
the annual internal audit plan approved by the audit committee and Board;

e reports from the Group audit committee and GRMC, (including reports from the Cairn India RMC and Cairn India audit

committee);

e reports from the Group external auditor on matters identified during its statutory audit;
e reports from audits by host governments and co-venturers; and
¢ independent third party reviews commissioned.

Compliance with the Combined Code

Throughout 2007 the Company complied with the provisions of the Combined Code, except in the following areas:

Provision of the Combined Code

Company Position

Explanation

A.3.2 — at least half the Board, excluding
the chairman, should comprise non-
executive directors determined by the
Board to be independent.

A.4.1 — a majority of the members of
the nomination committee should be
independent non-executive directors.

Throughout 2007 the Board comprised
the Chairman, the Chief Executive,
five other executive directors and five
independent non-executive directors.

Throughout 2007 the nomination
committee comprised two independent
non-executive directors, the Chairman
and one executive director.

The Board believes that the composition
of the Board was appropriate and
effective for the challenges that it faced
during 2007.

The Board believes that the membership
of the committee is appropriate and
effective.
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DIRECTORS' REPORT

The directors of Cairn Energy PLC present their annual report for the year ended 31 December 2007 together with the financial
statements of the Group for the year. These will be laid before the shareholders at the AGM to be held on Friday 23 May 2008.

Results and Dividend
The Group made a profit after tax and exceptional items of $1,527.8m (2006 restated: loss of $97.1m).

The directors do not recommend the payment of a dividend for the year ended 31 December 2007.

Subsequent events that have occurred after the Balance Sheet dated at 31 December 2007 are included in Note 37 of the
Notes to the Accounts.

Principal Activities and Business Review

The principal activity of the Company and its subsidiary undertakings is the exploration for and development and production of
oil and gas. Details of the development of the Group's business during the year and the information that fulfils the requirements
of the Business Review can be found in the Highlights of 2007, Chairman'’s Statement, Chief Executive's Review, Assets,
Operating & Exploration Review, Corporate Responsibility and Financial Review on pages 24 to 31 of this document and the
Risk Factors section on pages 36 to 39, which are deemed to form part of this report by reference.

Details of Cairn’s offices are given on the back cover of this report and details of Cairn’s advisers are given on page 136.

Acquisitions and Disposals
Details of acquisitions and disposals made during the year are contained in the Chief Executive’s Review on page 8 and in
Note 3 to the accounts on page 85.

Change of Control

All of the Company’s share incentive plans contain provisions relating to a change of control and full details of these plans are
provided in the Directors’ Remuneration Report on pages 57 to 68. Outstanding options and awards would normally vest and
become exercisable on a change of control, subject to the satisfaction of performance conditions, if applicable, at that time.

On a change of control of the Company resulting in the termination of a director's employment, each of the executive directors
is also entitled, pursuant to their service contracts, to compensation of a sum equal to their annual basic salary as at the date of
termination of employment. There are no agreements providing for compensation for employees on a change of control.

There are no significant agreements to which the Company is a party which take effect, alter or terminate in the event of a
change of control of the Company except the $850 million syndicated revolving credit facility agreement dated 22 November
2006 entered into by certain of the Company’s subsidiaries, The Royal Bank of Scotland PLC and IFC and a syndicate of other
commercial banks (the ‘Facility’). Under the Facility, lenders may, upon 30 days’ notice, cancel all of their commitments and
declare all outstanding loans made by them, together with accrued interest, immediately due and payable if any person or
group of persons acting in concert gains control of the Company while it retains control of Cairn India.

Directors
The names and biographical details of the current directors of the Company are given on pages 32-34. The beneficial interests
of the directors in the ordinary shares of the Company are shown below:

As at 31 December 2006 As at 31 December 2007** As at 31 March 2008**
Sir Bill Gammell 805,000 500,000 500,000*
Dr Mike Watts 300,000 200,000 200,000
Malcolm Thoms 74,437 37,600 37,600
Phil Tracy 61,519 6,400 6,400
Jann Brown 41,519 32,200 32,200
Simon Thomson 39,519 6,637 6,637
Norman Murray 100,000 81,250 81,250
Hamish Grossart 40,000 5,000 5,000
Ed Story 5,000 4,062 4,062
Todd Hunt 35,000 28,436 28,436
Mark Tyndall 5,000 4,062 4,062
Andrew Shilston 5,000 4,062 4,062

* Sir Bill Gammell's interest includes 92,257 shares which are held in discretionary trusts, where his children are potential
beneficiaries.
** Following the share consolidation decribed at note 27.
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DIRECTORS’ REPORT
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At 31 December 2007, none of the directors (or any members of their families) holds an interest in options over ordinary shares
in the Company.

None of the directors has a material interest in any contract, other than a service contract, with the Company or any of its
subsidiary undertakings. Details of the directors’ service contracts are set out on pages 63 and 64 of the Directors’ Remuneration
Report.

Share Capital

The authorised and issued share capital of the Company are shown in Note 27 of the Notes to the Accounts. At the date of this
report, 130,845,424 ordinary shares of 6%:: pence each have been issued and are fully paid up and are quoted on the London
Stock Exchange. The rights attaching to the ordinary shares are set out in the Company’s articles of association. There are no
special control rights in relation to the Company’s shares and the Company is not aware of any agreements between holders

of securities that may result in restrictions on the transfer of securities or on voting rights.

Voting Rights

Subject to any special rights or restrictions attaching to any class of shares, at a general meeting or class meeting, on a show
of hands, every member present in person and every duly appointed proxy entitled to vote shall have one vote and on a poll
every member present in person or by proxy and entitled to vote shall have one vote for every share held by him. In the case
of joint holders of a share, the vote of the senior member who tenders a vote, whether in person or by proxy, shall be accepted
to the exclusion of the votes of the other joint holders and for this purpose seniority shall be determined by the order in which
the names stand in the register of members in respect of the joint holding. Under the Companies Acts, members are entitled
to appoint a proxy, who need not be a member of the Company, to exercise all or any of their rights to attend and to speak
and vote on their behalf at a general meeting or class meeting. A member may appoint more than one proxy in relation to a
general meeting or class meeting provided that each proxy is appointed to exercise the rights attached to a different share or
shares held by that member. A corporation which is a member of the Company may authorise one or more individuals to act as
its representative or representatives at any meeting of the Company, or at any separate meeting of the holders of any class of
shares. A person so authorised shall be entitled to exercise the same powers on behalf of such corporation as the corporation
could exercise if it were an individual member of the Company.

Restrictions on Voting

No member shall, unless the directors of the Company otherwise determine, be entitled in respect of any share held by him to
attend or vote at a general meeting of the Company either in person or by proxy if any call or other sum presently payable by
him to the Company in respect of shares in the Company remains unpaid. Further, if a member has been served with a notice
by the Company under the Companies Acts requesting information concerning interests in shares and has failed in relation to
any shares to provide the Company, within fourteen days of the notice, with such information, the directors of the Company
may determine that such member shall not be entitled in respect of such shares to attend or vote (either in person or by proxy)
at any general meeting or at any separate general or class meeting of the holders of that class of shares. Proxy forms must be
submitted not less than 48 hours before the time appointed for the holding of the meeting or adjourned meeting or (in the case
of a poll taken otherwise than at, or on the same day as, the meeting or adjourned meeting) not less than 24 hours before the
time appointed for the taking of the poll at which it is to be used.

Variation of Rights

Whenever the share capital of the Company is divided into different classes of shares, all or any of the special rights attached to
any class may, subject to statute and unless otherwise expressly provided by the rights attached to the shares of that class, be
varied or abrogated either with the consent in writing of the holders of not less than three-fourths in nominal value of the issued
shares of that class or with the sanction of a special resolution passed at a separate general meeting of the holders of the shares
of that class. At every such separate general meeting the quorum shall be two persons holding or representing by proxy at least
one-third in nominal value of the issued shares of the class. These provisions apply to the variation or abrogation of the special
rights attached to some only of the shares of any class as if the shares concerned and the remaining shares of such class formed
separate classes. The rights attached to any class of shares shall, unless otherwise expressly provided by the terms of issue of
such shares or the terms upon which such shares are for the time being held, be deemed not to be varied or abrogated by the
creation or issue of further shares ranking pari passu with or subsequent to the first mentioned shares or by the purchase by the
Company of its own shares.

Transfer of Shares

Subject to any procedures set out by the directors in accordance with the Articles of Association, all transfers of shares shall be
effected by instrument in writing in any usual or common form or in any other form acceptable to the directors of the Company.
The instrument of transfer shall be executed by, or on behalf of, the transferor and (except in the case of fully paid shares) by, or
on behalf of, the transferee. The transferor shall be deemed to remain the holder of the shares concerned until the name of the
transferee is entered in the register of members of the Company.
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Vesting then takes place as follows:

Percentage of Cairn India Units/Capricorn Units Ranking of Cairn India share/Capricorn Unit
comprised in Award that vest against relevant comparator group

0% Below median

20% Median

100% Upper decile

20%-100% on a straight-line basis Between median and upper decile

In order to ensure that the 2006 LTIP adequately encourages and rewards exceptional performance, the terms of the above
performance condition also provide that, where the TSR of a Cairn India share/Capricorn Unit produces a ranking at or above
the upper decile level in the appropriate comparator group, a participant will then be given the opportunity to increase the
percentage of the relevant award that vests through the application of a ‘'multiplier’ that is linked to the TSR actually achieved
over the performance period. The way in which this multiplier operates is as follows:

Multiplier applied to determine the number of TSR of a Cairn India share over TSR of a Capricorn Unit over
Cairn India Units/Capricorn Units that actually vest the performance period the performance period

1 40% or less 75% or less

1.33 80% or more 150% or more

1-1.33 on a straight-line basis Between 40% and 80% Between 75% and 150%

Notwithstanding the performance of a Cairn India share or Capricorn Unit against the above targets, no part of any Award will
vest unless the remuneration committee is satisfied that there has been an overall satisfactory and sustained improvement in the
performance of the Company as a whole over the performance period.

The 2006 LTIP is designed to provide the executive directors and other senior executives with a long-team incentive based on
the performance of the particular arm of the business that they can affect. As such, the performance conditions described above
are deemed appropriate by the remuneration committee.

Individual Limits

The total value of Units over which an individual may be granted Awards under the 2006 LTIP during the period commencing on
9 January 2007 (i.e. the date of its adoption) and ending on the final day of the Company’s financial year ending 31 December
2007 could not exceed 400% of his/her rate of annual base salary. In any subsequent financial year of the Company, the total
value of Units over which an individual may be granted Awards during that year will not exceed 300% of his/her annual base
salary (save in exceptional circumstances where a 400% limit may be applied). These limits are broadly consistent with those
that applied under the 2002 LTIP and reflect the remuneration committee’s policy of placing a significantly higher weighting

on variable pay rather than fixed pay.

Share Scheme Dilution

In any ten-year rolling period, the number of shares which may be issued in connection with the 2006 LTIP and 2006 Plan,
when added to the number of unissued shares which have been allocated in that same period under any other discretionary
share scheme adopted by the Company, cannot exceed 5% of Cairn’s issued ordinary share capital.

In addition, in any ten-year rolling period, the number of shares which may be issued in connection with the 2006 LTIP and 2006
Plan, when added to the number of unissued shares which have been allocated in that same period under any other employees’
share scheme adopted by the Company, cannot exceed 10% of Cairn’s issued ordinary share capital.

Annual Cash Bonus Scheme

Cairn’'s annual cash bonus scheme applies to all employees and executive directors. Bonuses under the scheme are based on
individual and Company performance measures. Individual performance is measured through the Company’s performance
management system. Company performance measures are based on annually defined key performance indicators ('KPIs’).

The KPIs for 2007 encompassed various portfolio growth and operational performance targets, the substantial majority of which
were met.

For employees other than executive directors, only the individual and Company performance measures determine the

overall bonus award. The bonus award to the executive directors is subject to two additional performance measures, being
performance against annually defined corporate objectives and reserve replacement performance. For 2007, this resulted in
one-quarter of the award being determined by individual performance, one quarter by Company performance, one quarter by
performance against corporate objectives and one quarter by reserve replacement performance. The corporate objectives for
2007 are commercially sensitive and are therefore excluded from this report, as are the 2008 corporate objectives.
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The maximum level of bonus award for the executive directors for 2007 was up to 100% of salary. The bonuses awarded to the
executive directors for performance in 2007 are shown in the table on page 66. The maximum level of bonus award for other
senior executives for 2007 was 40% of salary. The bonus cap for all other employees for 2007 was between 25% and 40%.

The remuneration committee has the discretion to award bonuses in addition to those payable under the annual cash

bonus scheme in recognition of particular efforts or achievements by employees, including executive directors. In this regard,
the remuneration committee approved a discretionary bonus award to the Chief Executive following the successful flotation
of Cairn India. This is shown in the table on page 66.

Pension Arrangements

The Company is the principal employer for a defined contribution pension scheme in the UK: the Cairn Energy PLC Retirement
Benefits Scheme. This scheme is non-contributory and all UK employees aged 18 and over are eligible to participate in the
scheme. The Company contributes 10% of basic annual salary (15% in respect of senior executives) to the pension scheme

on behalf of all qualifying employees.

Dr Mike Watts and Jann Brown were members of the Cairn Energy PLC Retirement Benefits Scheme throughout 2007 and
received a contribution to the scheme equal to 15% of their respective annual basic salaries. Simon Thomson was a member
of the Cairn Energy PLC Retirement Benefits Scheme for the period to 31 January 2007. With effect from 1 February 2007,

he instead elected to receive contributions into a self-invested personal pension plan. In total during the year, Simon Thomson
received a contribution equal to 15% of his annual basic salary. Malcolm Thoms also has a personal pension plan and receives
a contribution from the Company equal to 15% of his annual basic salary.

Sir Bill Gammell and Phil Tracy each receive an amount equivalent to 15% of their respective annual basic salaries in the form
of additional salary as their pension arrangements are fully funded.

Further details of the contribution made by the Company in respect of each executive director are set out in the table on
page 66.

The Company is also the principal employer for a Small Self-Administered Scheme. Sir Bill Gammell is the sole member of this
scheme. The Company is not contractually obliged to make any contributions into this scheme on behalf of Sir Bill Gammell.

Service Contracts

The Company'’s policy is for all executive directors to have contracts of service which can be terminated by either the director
concerned or the Company on giving 12 months’ notice of termination. On a change of control of the Company resulting in the
termination of a director's employment, each of the directors is entitled to compensation of a sum equal to his/her annual basic
salary as at the date of termination of employment.

Each of the non-executive directors has a letter of appointment in terms of which he is appointed for a fixed three-year period,
subject to the Company’s Articles of Association, which provide for retirement by rotation at least once every three years. The
letters of appointment set out the time commitment expected by the Company and can be terminated with immediate effect by
either the director concerned or the Company. The Board is satisfied that each of the non-executive directors commits sufficient
time to fulfil his duties as a director of the Company. None of the non-executive directors has any conflict of interest which has
not been disclosed to the Board in accordance with the Company'’s articles of association.

The executive directors’ service contracts and non-executive directors’ letters of appointment are available for inspection on
request and will be available for inspection before and during the AGM to be held on 23 May 2008.

Details of the service contracts and letters of appointment of the current directors of the Company are given in the table below.

Effective date Unexpired term Notice period
Executive service contracts
Sir Bill Gammell 19.02.03 n/a 12 months
Dr Mike Watts 19.02.03 n/a 12 months
Malcolm Thoms 19.02.03 n/a 12 months
Phil Tracy 06.02.04 n/a 12 months
Jann Brown 17.11.06 n/a 12 months
Simon Thomson 17.11.06 n/a 12 months
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Effective date Unexpired term Notice period
Non-executive letters of appointment
Norman Murray 19.02.06 11 months None
Hamish Grossart 19.02.06 11 months None
Ed Story 19.02.06 11 months None
Todd Hunt 14.05.06 13 months None
Mark Tyndall 10.10.06 18 months None
Andrew Shilston 08.11.07 31 months None

Certain of the Company’s executive directors serve as non-executive directors on the boards of other companies and are
permitted to retain the fees relating to those positions. Details of the positions held and the fees receivable are set out in the
table below.

Position held Fees (2007)
Executive Director
Sir Bill Gammell Non-executive director, Artemis AiM VCT plc £12,500
Malcolm Thoms Non-executive director, Revus Energy AS £25,5420
Phil Tracy Non-executive director, Vienco Group Limited £18,000

The Board believes, in principle, in the benefits of executive directors accepting positions as non-executive directors of other
companies in order to widen their skills and knowledge for the benefit of the Company, provided that the time commitments are
not unduly onerous.

The appointment of any executive director to a non-executive position with another company must be approved by the Board.
In the case of a proposed appointment to a company within the oil and gas industry, permission will only be given if the two

companies do not compete in the same geographical area.

Note:
(1) Payable partly in cash and partly in shares.
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Performance Graphs

Both the FTSE 100 Index and FTSE 250 Index were selected as appropriate comparator indices for the two performance graphs
shown below as although Cairn is currently a constituent member of the FTSE 100 Index, it was a constituent member of the
FTSE 250 Index for the majority of 2007.

The graphs compare Cairn’s TSR with that of the chosen indices. The bar chart is presented as additional information to that
required by the Companies Acts, as amended by the Directors’ Remuneration Report Regulations 2002.

Performance Graph — Comparison of five-year cumulative total shareholder return on an investment of £100
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Performance Graph — Comparison of year on year change in the value of an investment over the past five years
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The market value of one Cairn share on 31 December 2007 was £30.74. During 2007, the range of high and low market value of
shares was £30.90 to £15.23.

CAIRN ENERGY PLC ANNUAL REPORT 2007 65



DIRECTORS' REMUNERATION REPORT
CONTINUED

INFORMATION SUBJECT TO AUDIT

Directors’ Remuneration
The remuneration of the directors for the year ended 31 December 2007 was as follows:

Annual Other Total Total Pension Pension
Salary Benefits™ bonus®  payments Fees 2007 2006 2007 2006
£ £ £ £ £ £ £ £ £

Executive
Sir Bill Gammell 480,000 26,129 240,000 58,000® — 804,129 986,716 72,000 72,000
Dr Mike Watts 350,000 19,512 175,000 - - 544,512 581,844 52,500 52,500
Malcolm Thoms 300,000 23,241 150,000 - - 473,241 504,435 45,000 45,000
Phil Tracy 342,373% 6,486 150,000 - - 498,859 491,296 45,000 45,000
Jann Brown 250,000 22,037 125,000 - - 397,037 252,994% 37,500 4,623
Simon Thomson 250,000 23,837 125,000 - - 398,837 248,591® 37,500 4,623

Non-executive

Norman Murray - - - — 140,000 140,000 190,000© - -
Hamish Grossart - - - - 90,000 90,000 140,000© - -
Ed Story - - - - 50,000 50,000 50,000 - -
Todd Hunt - - - - 50,000 50,000 50,000 - -
Mark Tyndall - - - - 50,000 50,000 75,000© - -
Andrew Shilston - - - - 50,000 50,000 50,000 - -

Former director
Kevin Hart” - - - - - - 660,430

39,575

Notes:

(1) Benefits comprise a company car, permanent health insurance, private health insurance and death in service benefit.

(2) The annual bonus for 2007 is payable in the subsequent financial year.

(3) This bonus payment was made to Sir Bill Gammell in respect of the IPO and Sir Bill subsequently donated the full amount to
charity.

(4) This sum includes the payment of £42,373 to Phil Tracy as an allowance during his time spent in India from 1 November 2007
to the year end.

(5) Jann Brown and Simon Thomson were appointed as directors on 17 November 2006. The figures stated are in respect of the
period from that date to 31 December 2006 and include the IPO bonuses detailed in the 2006 annual report.

(6) This total includes a payment in respect of additional work on the IPO in 2006.

(7) Kevin Hart resigned as a director with effect from 17 November 2006. The figures stated are in respect of the period from
1 January 2006 to that date.

LTIP Awards (2002 LTIP)
The total number of combined Tier One and Tier Two awards held by the executive directors pursuant to the 2002 LTIP is as
follows:

At01.01.07 Awardedinyear  Vestedinyear Lapsedinyear At 31.12.07

Sir Bill Gammell 294,300 0 25,200 87,800 181,300
Dr Mike Watts 185,300 0 15,200 22,800 147,300
Malcolm Thoms 168,100 0 15,200 22,800 130,100
Phil Tracy 173,700 0 12,800 51,200 109,700
Jann Brown 118,200 0 8,400 44,600 65,200
Simon Thomson 120,500 0 8,400 44,600 67,500
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6 The Company, pursuant to regulation 41 of the Uncertificated Securities Regulations 2001, hereby specifies that only those
shareholders registered on the register of members of the Company as at 6.00pm on 21 May 2008 shall be entitled to
attend and vote at the meeting in respect of shares registered in their name at that time. Changes to entries on the register
of members after 6.00pm on 21 May 2008 shall be disregarded in determining the rights of any person to attend and vote at
the meeting, notwithstanding any provisions in any enactment, the Articles of Association of the Company or other
instrument to the contrary.

7 CREST members who wish to appoint a proxy or proxies through the CREST electronic proxy appointment service may do
so for the Annual General Meeting to be held on 23 May 2008 and any adjournment(s) thereof by using the procedures
described in the CREST Manual. CREST personal members or other CREST sponsored members and those CREST members
who have appointed a voting service provider(s) should refer to their CREST sponsor or voting service provider(s) who will be
able to take the appropriate action on their behalf.

In order for a proxy appointment or instruction made using the CREST service to be valid, the appropriate CREST message
(a 'CREST Proxy Instruction’) must be properly authenticated in accordance with Euroclear UK & Ireland Limited's (‘'EUI’)
specifications and must contain the information required for such instructions, as described in the CREST Manual. The
message, regardless of whether it constitutes the appointment of a proxy or an amendment to the instruction given to a
previously appointed proxy, must, in order to be valid, be transmitted so as to be received by the Registrars by no later than
12.00noon on 21 May 2008. No such message received through the CREST network after this time will be accepted. For this
purpose, the time of receipt will be taken to be the time (as determined by the timestamp applied to the message by the
CREST Applications Host) from which the Registrars are able to retrieve the message by enquiry to CREST in the manner
prescribed by CREST. After this time, any change of instructions to proxies appointed through CREST should be
communicated to the appointee through other means.

CREST members and, where applicable, their CREST sponsors or voting service provider(s) should note that EUl does not
make available special procedures in CREST for any particular messages. Normal system timings and limitations will
therefore apply in relation to the input of CREST Proxy Instructions. It is the responsibility of the CREST member concerned
to take (or, if the CREST member is a CREST personal member or sponsored member or has appointed a voting service
provider(s), to procure that his CREST sponsor or voting service provider(s) take) such action as shall be necessary to ensure
that a message is transmitted by means of the CREST system by any particular time. In this connection, CREST members
and, where applicable, their CREST sponsors or voting service provider(s) are referred, in particular, to those sections of the
CREST Manual concerning practical limitations of the CREST system and timings.

The Company may treat as invalid a CREST Proxy Instruction in the circumstances set out in regulation 35(5)(a) of the
Uncertificated Securities Regulations 2001.

8 Asat5.00pm on 31 March 2008, the Company’s issued share capital comprised 130,845,424 ordinary shares of 6% pence
each. Each ordinary share carries the right to one vote at a general meeting of the Company and, therefore, the total number

of voting rights in the Company as at 5.00pm on 31 March 2008 was 130,845,424.

9 This Notice of Annual General Meeting should be read in conjunction with the sections of the Annual Report entitled
‘Board of Directors’ on pages 32 to 34 and ‘Directors’ Report’ on pages 50 to 56.
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The following are the main terms and abbreviations used in this annual report.

CORPORATE

AGM
Board
BSE

Cairn/
Cairn Energy

Cairn India /
CIL

Cairn India
Group

Capricorn/

Capricorn Group

Combined Code

Companies Act

the Company
DGH

Dyas

EGM

EU

FSA

GMB

Gol

Group

Annual General Meeting

the Board of Directors of Cairn Energy PLC

Bombay Stock Exchange

Cairn Energy PLC and/or its subsidiaries as

appropriate

Cairn India Limited and/or its subsidiaries

as appropriate

Cairn India and/or its previously named

subsidiaries as appropriate

Capricorn QOil Limited (previously named
Capricorn Energy Limited) and/or its

subsidiaries as appropriate

The Combined Code dated June 2006

appended to the Listing Rules

The Companies Act 1985 (as amended)

and/or the Companies Act 2006
(as amended), as appropriate

Cairn Energy PLC

Director General of Hydrocarbons
Dyas BV

Extraordinary General Meeting
European Union

Financial Services Authority
Group Management Board
Government of India

the Company and its subsidiaries

134 CAIRN ENERGY PLC ANNUAL REPORT 2007

GSCs
IFC
IPO

JV
KPI
Listing Rules

LSE
LTIP
medOil

NELP VI
NELP VII

NSE
OGP

OIDA cess
ONGC
Orient Global
Petronas

Plectrum
PIRC

PSC
RMC
Santos
SEBI

gas sales contracts

International Finance Corporation

Initial public offering of shares in Cairn India
Limited

joint venture

key performance indicator

The Listing Rules of the United Kingdom
Listing Authority

London Stock Exchange
Long Term Incentive Plan

medOil plc and/or its subsidiaries
as appropriate

Sixth New Exploration Licencing
Policy round

Seventh New Exploration Licencing
Policy round

National Stock Exchange of India Limited

International Association of Qil and Gas
Producers

Indian Oil Industry (Development) Act 1974
Oil and Natural Gas Corporation Ltd
Orient Global Tamarind Fund Pte Limited
Petroliam Nasional Berhad

Plectrum Petroleum Plc and/or its
subsidiaries as appropriate

Pensions Investment Research
Consultants Limited

Production Sharing Contract
Risk Management Committee
Santos International Holdings Pty Limited

Securities and Exchange Board of India
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CONTINUED
TECHNICAL ACCOUNTING
2C best estimate contingent resources $ United States Dollars
2P proven plus probable bn billion
2D/3D two dimensional/three dimensional CIESOP Cairn India Employee Stock Option Plan
ASP alkaline-surfactant-polymer CIPOP Cairn India Employee Performance
boe barrels of oil equivalent Option Plan
boepd barrels of oil equivalent per day CISMP Cairn India Senior Management Plan
bopd barrels of oil per day ESOP Employee Share Ownership Plan
bscf billion standard cubsic feet of gas IAS International Accounting Standard
DoC Declaration of Commerciality IFRIC International Financial Reporting
. Interpretations Committee
EOR enhanced oil recovery onal Fi i ) dard
EPC Engineering Procurement Contract IFRS International Financial Reporting Standards
' IAS 36 International Accounting Standard 36

FDP field development plan , . ,

) _ ) Impairment of Assets
FEED front end engineering and design LIBOR London Inter-Bank Offered Rate
MBA fields Mangala, Bhagyam and Aishwariya "

o } m million

mmbbls m!II{on parrels of O!' ) PTRR post-tax rate of return
mmboe m{ll{on barrels of ol equwalent TSR total share return
mmscf million standard cubic feet of gas WAEP weighted average excercise price
mmscfd million standard cubic feet of gas per day
NAA Northern Appraisal Area
v Rights of Use CORPORATE RESPONSIBILITY
STOIIP stock tank oil initially in place

BRMG
CAB

CH
CR
CRMS

4

ERM
ESIA

GHG
HSE
ISO 14001

LTI
LTIFR
PCDP
TRIF

Business Risk Management Guidelines
Cairn Advisory Board

Methane

Corporate Responsibility

Corporate Responsibility Management
System

Environmental Resource Management

Environmental and Social Impact
Assessment

green house gas
Health, Safety and Environment

International Standard for Environmental
Management Systems

lost time incident
lost time incident frequency rate
Public Consultation and Disclosure Plan

total recordable incident frequancy
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COMPANY INFORMATION

Financial Advisers

N M Rothschild & Sons Limited

New Court
St Swithin’s Lane
London EC4P 4DU

Secretary
Duncan Wood LLB

Solicitors

Shepherd and Wedderburn LLP

Saltire Court
20 Castle Terrace
Edinburgh EH1 2ET

Auditor

Ernst & Young LLP

1 More London Place
London SE1 2AF

Stockbrokers

Hoare Govett Limited
250 Bishopsgate
London EC2M 4AA

Merrill Lynch International
2 King Edward Street
London EC1A 1HQ

Registrars

Equiniti

Aspect House

Spencer Road

Lancing

West Sussex BN99 6DA
T 0871 384 2660
www.shareview.co.uk

Bankers

Bank of Scotland plc
The Mound
Edinburgh EH1 1YZ

Citigroup

33 Canada Square
Canary Wharf
London E14 5LB

International Finance Corporation (IFC)
2121 Pennsylvania Avenue, NW
Washington DC 20433

United States of America

The Royal Bank of Scotland plc (RBS)
24/25 St Andrew Square
Edinburgh EH2 1AF

Note

Cairn India has an $850m syndicated revolving credit facility
with 12 international banks, including International Finance
Corporation.

These materials contain forward-looking statements regarding Cairn, our corporate plans, future financial condition, future results of operations, future business
plans and strategies. All such forward-looking statements are based on our management’s assumptions and beliefs in the 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 and achievements
may be materially different from those expressed in such statements. Factors that may cause actual results, performance or achievements to differ from
expectations include, but are not limited to, regulatory changes, future levels of industry product supply, demand and pricing, weather and weather related
impacts, wars and acts of terrorism, development and use of technology, acts of competitors and other changes to business conditions. Cairn undertakes no
obligation to revise any such forward-looking statements to reflect any changes in Cairn’s expectations with regard thereto or any change in circumstances or

events after the date hereof.
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