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ENI ULX LIMITED

DIRECTORS’ REPORT

The directors present thewr report and the audited financial statements of the company for the year ended
31 December 2011

Principal activities
The company 1s a limited hability company incorporated in England and Wales and 1s domiciled in the UK

The company 1S engaged in the exploration for, and the production of, aill and gas on the United Kingdom
Continental Shelf and Indonesia The company’s key interests in the licenses are set out below

Licence / Field Share of the
company
Bukat Production Sharing Contract (PSC}) 66 25%
Ambalat PSC 66 25%
Krueng Mane PSC 75%
West Timor PSC 51%
Arguni | PSC 100%
North Ganal PSC 20%
Rapak PSC 20%
Ganal PSC 20%
Popodi PSC (relinquished 21 November 2011) 25%
Papalang PSC (relinquished 21 November 2011) 25%
Liverpool Bay 45%
Burghley 2192%
Marner 20%

Results and dividends

The company's income statement 15 set out on page 6 The company's profit for the financial year was
$13 5 milhion (2010 — $37 3 milhion) The directors patd a dividend on ordinary shares of $164 1 million (2010 -
$nil)

On 1 January 2011, the Directors recensidered the functional currency of the company Due to the increasing
trend of the company’s underlying transactions being in US Dollars, the directors concluded that the primary
economic environment of the company will be US Dollars from 2011 onwards and therefore changed the
functional currency of the company from Sterling to US Doltars from that date In accordance with IAS 21 ‘The
effects of changes in Foreign Exchange Rates’, this change in functional currency has been applied
prospectively from 1 January 2011 This change has no impact on current or prior year's profit and loss account

Business review and future company developments

The operattonal performance of the fields duning the year was satisfactory and management anticipate that this
will continue to be the situation in the coming year

0On 25 October 2010 the company and Eni UK Lirited, an affiiate company, (together referred to as the Blane
sellers) entered into an Exchange Agreement with Faroe Petroleum (UK) Limited and F@roya Kolvetri P/F
whereby the Blane sellers agreed to sell therr respective interests in United Kingdom Continental Shelf (UKCS)
Petroleum Production Licence No 111 {Block 30/3a — Above the top of the Danian/Ekofisk) together with a
related interest in the Blane field in exchange for (1) £60 million (the company's share being £13 7 million) subject
to working capital adjustments and (n) a 20% interest in aggregate with 4 5626% and 15 4374% being allocated
to the company and Eni UK Limited respectively or theirr nominees) in each of Faroese Continental Shelf
Licences No 12 and No 17 and UKCS Petroleum Production Licence P 1740 (together the “Rannva Interests”)




ENI ULX LIMITED

DIRECTORS’ REPORT

Business review and future company developments (continued)

The sale was completed 1n 2011 resulting in a pre-tax loss of £11 7million to the company At completion, the
company acquired a 20% interest in UKCS Petroleum Production Licence P 1740 (Another affilate company
acquired a 20% interest in each of Faroese Continental Shelf Licences No 12 and No 17 ) The company no
longer has an interest in UKCS Licence P 1740 as the licence was relinquished by agreement of the licence
holders (the company and Faroe Petroleum (U K ) Lirruted) in December 2011 Faroese Continental Shelf
Licenses No 12 and No 17 expired in December 2011

On 21 November 2011 the company entered into an agreement to acquire a 100% working interest in Arguni |
PSC

On 21 November 2011 the company entered into an agreement with Niko Resources {(North Ganal) Limited,
North Ganal Energy imited, Statoll Indonesia North Ganal AS and GDF Suez New Projects Indonesia B V

to acquire a 20% working interest in North Ganal PSC

Principal risks and uncertainties

The management of the business and the execution of the company’s strategy are subject to a number of nisks
set out In the notes to the financial statements The company and its subsidianes have adopted the most
stringent standards, in accordance with Eni S p A Group requirements, for the evaluation and management of
industnal and envircnmental nsks

Key performance indicators

Key performance indicators of the company are set out below

2010 2011
$ mitlion $ million Variance
Revenue 2383 3176 793
Operating (loss)/profit 389 (57 7) (96 6)
Profit after tax 373 77 (29 6)
Shareholders' equity 1,163 2 10126 (150 6)

Revenue has increased during the year due to higher oll and gas prices Operating profits have significantly
decreased to a operating loss in 2011 mainly due to higher unsuccessful exploration costs being wrtten off
Shareholders’ equity has decreased due to the payment of $164 1 millon dividend partly offset by the profit for
the year

Directors

The present directors of the company are histed on page 1 and have held office through the year with the
following exceptions

G Libn: resigned as director on 19 September 2011

F Polo resigned as director on 19 September 2011

P Hemmens was appointed as director on 19 September 2011
S Oliveri was appointed as director on 19 September 2011

Certain directors benefit from qualifying third party indemnity provisions in place during the financial year and at
the date of this report




ENI ULX LIMITED

DIRECTORS’ REPORT

Statement of directors' responsbhilities in respect of the Directors’ Report and the financial statements

The directors are responsible for preparing the Directors’ Report and the financial statements in accordance with
applicable law and regulaticns

Company law regquires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements in accordance with (nternational Financial Reporting
Standards (IFRSs) as adopted by the European Union EU Under company law the directors must not approve
the financial statements unless they are sabisfied that they give a true and fair view of the state of affairs of the
company and of the profit or loss of the company for that penod

In preparing these financial statements, the directors are required to

select suitable accounting policies and then apply them consistently,

+« make Judgements and accounting estimates that are reasonable and prudent,
state whether applicable IFRSs as adopted by the EU have been followed, subject to any matenal
departures disclosed and explained in the financial statements, and

s prepare the financial statements on the going concern basis unless tt 1s Inappropriate to presume that
the company will continue in business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explan
the company's transactions and disclose with reasonable accuracy at any time the financial position of the
company and enable them to ensure that the financial statements comply with the Comparues Act 2006 They
are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularittes

Post balance sheet events

There have been no events after the balance sheet date

Provision of information to auditor

The directors, as at the date of this reporl, have confirmed that insofar as they are aware there Is no relevant
audit information (that 1s, information needed by the company's auditor in connection with preparing their report)
of which the company's auditor 1s unaware, and they have taken all the steps that they ought to have taken
as a drrector in order to make themselves aware of any relevant audit information and to establish that the
company’s auditor 1s aware of that infermation

Auditor
Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and Ernst &

Young LLP will therefore continue in office

On behalf of the Board

@al Bello

Secretary

9 March 2012




INDEPENDENT AUDITOR’S REPORT

Independent auditor’s report to the members of Eni ULX Limited

We have audited the financial statements of Em ULX Limited for the year ended 31 December 2011 which
comprise the Income Statement, the Statement of Comprehensive Income, the Statement of Changes in
Shareholders’ Equity, the Balance Sheet, the Cash Flow Statement, the Statement of Accounting Policies and
the related notes 1 to 33 The financial reporting framework that has been applied in ther preparation 1s
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union

This report 15 made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the company's members
those matters we are required to state to them in an auditor’s report and for no other purpose To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company’s members as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibiliies Statement set out on page 4, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and far
view Qur responsibility 1s to audit and express an opinion on the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland} Those standards require us to comply
with the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaning evidence about the amounts and disclosures In the financial statements suffictent to
give reasonable assurance that the financial statements are free from material misstatement, whether caused by
fraud or error This includes an assessment of whether the accounting policies are appropriate to the company’s

circumstances and have been consistently applied and adequately disclosed, the reasonableness of significant

accounting estimates made by the directors, and the overall presentation of the financial statements In addition,
we read all the financial and non-financial information in the annuat report and financial statements to identify
matenial inconsistencies with the audited financial statements If we become aware of any apparent material
misstatements or inconsistencies we consider the imphcations for our report

Opinion on financial statements

In our opinion the financial statements

+ qgive atrue and far view of the state of the company’s affairs as at 31 December 2011 and of its profit for the
year then ended,

« have been properly prepared i accordance with IFRSs as adopted by the European Union, and

» have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given In the Directors’ Report for the financial year for which the financial
statements are prepared is consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to

report to you If, in our opinion

+ adequate accounting records have not been kept, or returns adequate for our audit have not been receved
from branches not visited by us, or

» the financial statements are not in agreement with the accounting records and returns, or
certain disclosures of directors’ remuneration specified by law are not made, or

* we have not received all the information and explanations we require for our audit

Ernse Your\a e

Jacqueline Ann Geary (Senior Statutory Auditor)

for and on behalf of Ernst & Young LLP, Statutory Auditor
London

9 March 2012




ENI ULX LIMITED

INCOME STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2011

Revenue
Other Income

Total revenue

Other service costs and expenses

Labour costs

Deprectation, amortisation and impairments
Loss on disposal of assets

Exploration costs written off

Operating {loss) / profit

Interest payable and similar charges
Dividend income from shares in group undertakings
Net gamns on derivative financial instruments
Profit before taxation

Taxation

Profit for the year

Notes

16
12
17

10
20

11

2010 2011
$ milion $ million
2256 307.7
127 99
2383 317.6
(64 5) (75.2)
{12 0} {14.5)
(66 4) {74.4)
- {11.7)
(56 5) {199.5)
389 (57.7)
81 (7.7}
546 164.1
64 0.2
918 98.9
(54 5) (81.2)
373 7.7




EN! ULX LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2011

Profit for the year
Currency translation adjustment on foreign operations net of tax (Note 26)
Cash flow hedge reserves gross of tax (note 27)

Deferred tax on cash flow hedge reserves (note 27)
Other comprehensive income for the year, net of tax

Total comprehensive income for the year

Total comprehensive income for the year Is attributable to the equity holders

2010 2011

$ miflion $ million
373 7.7

16 3 -
236 -

(11 8) -
281 -
654 7.7




ENI ULX LIMITED

STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2011

At 1 January 2010

Total comprehensive
income for the year

At 31 December 2010
Total comprehensive
income for the year
Dividend paid to equity
shareholder

Transfer of capital
contribution to retained
earnings {(note 28)

At 31 December 2011

Share Share Capital Retained Cash flow Shareholders’
capital premium contribution earnings hedge Equity
reserves
8 mullion 3 million $ milhon $ million $ miilion $ million
3105 3220 3322 144 9 (11 8) 1,087 8
- - - 536 118 654
3105 3220 3322 198 5 - 1,163 2
- - - 77 - 77
- - - (164 1) - (164 1)
- - (332 2) 3322 - -
3105 322.0 - 374.3 - 1,006.8




ENI ULX LIMITED (Registered Number: 00936223)

BALANCE SHEET
AS AT 31 DECEMBER 2011

Assets

Current assets

Cash and cash equivalents
Trade and other recevables
Inventones

Assets held for sale

Non-current assets

Property, plant and equipment
Intangible assets

Investments

Deferred tax assets

Trade and other recewvables

Total assets

Liabilities

Current liabilities

Trade and other payables
Current tax llabilities

Dervative financial instruments

Liabilities associated with assets held for sale

Non-current habilities
Provisions

Deferred tax labilities
Deferred income

Total habilities

Shareholders’ equity
Share capital

Share premium

Capital contribution
Retained earnings

Cash flow hedge reserves

Total shareholders’ equity

Total shareholders’ equity and liabilities

2010
$ mulion 2011
Notes Restated $ miliion

13 53 4 47.9
14 82 56 117.0
15 340 33.8
169 9 198.7
12 321 -
16 188 9 165.5
17 2518 98.3
18 736 4 736.4
19 837 114.4
14 68 3 70.8
1,329 1 1,185.4
1,531 1 1,384.1
21 817 59.8
238 339
20 02 -
106 7 93.7
12 47 -
22 1702 187.6
19 837 96.0
23 36 -
2575 283.6
367 9 377.3
24 3105 310.5
25 3220 322.0
28 3322 -
26 198 5 374.3

27 -
1,163 2 1,006.8
1,531 1 1,384.1

The financial statements from page 6 to 41 were approved by the Board on 9 March 2012

On behalf of the Board

g v/

M Talamonti
Director




ENI ULX LIMITED

CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2011

Cash flows from operating activities

Net profit

Adjustments for:

Tax charge

Depreciation and impairment

Exploration costs written off

Interest expense

Fair value (gain) on derivative financial instruments
Dwidend income

Loss on disposal of property, plant and equipment

Changes in working capital

Decrease In inventornes

Increase In trade & other receivables

{Decrease) / increase In trade & other payables and other
non-current hiabilites

Exploration costs written off

Cash generated from operating activities

Interest paid
Tax pad
Net cash generated from operating activities

Cash flows from investing activities

Proceeds from sale of property, plant and equipment
Purchase of property, plant and eguipment

Purchase of exploration assets

Disposal of exploration assets

Dividends received

Net cash inflow / (outflow) from investing activities

Cash flows from financing activities
Dwidend paid to shareholders
Net cash used in financing activities

Net (decrease} / increase in cash and cash
equivalents

Cash and cash equivalents at 1 January
Effects of exchange rate changes

Cash and cash equivalents at 31 December

10

2010
& miltion 2011
Notes Restated $ million
373 7.7
11 545 912
16 66 4 74 4
17 56 5 1995
9 03 -
20 (6 4) (0.2)
10 {54 B) (164.1)
12 - 11.7
15 48 0.2
12714 (52 8) (37.0)
12121123 46 1 (29.1)
17 {49 0) (16.4)
103 1 137.9
9 (03) -
{52 2) (102.9)
506 35.0 |
12 - 214
16 (37 9) (32.5)
17 (30 6) (29.6)
17 12 -
10 546 164.1
(12 7) 123.4
- (164.1)
- (164.1)
379 (57)
162 534
03 0.2
534 47.9




ENI ULX LIMITED
STATEMENT OF ACCOUNTING POLICIES

The principat accounting policies adopted in the preparation of the financial statements are set out below
Basis of preparation

These financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) as adopted by the EU, IFRIC Interpretattons and the Companies Act 2006 applicable to
compantes reporting under IFRS The financial statements have been prepared under the historical cost
convention, as modified by avallable-for-sale financial assets, and financial assets and financial iabihties
(including dervative instruments) at farr value through profit or loss

The financial statements have been prepared on a going concern basis

On 1 January 2011, the Directors have reconsidered the functional currency of the company Due to the
increasing trend of the company's underlying transactions being in US Dollars, the directors have concluded
that the primary economic environment of the company will be US Dollars from 2011 onwards and therefore
changed the functional currency of the company from Sterling to US Dollars from that date In accordance
with IAS 21 ‘The effects of changes tn Foreign Exchange Rates’, this change m functional currency has
been apphed prospectively from 1 January 2011 and comparatives have been translated into US Dollars
using the exchange rate prevailing at the date of the change This change in functional currency has no
impact on the current or prior year's profit and loss account

Adoption of new and revised Standards

The following standards, amendments and interpretations to existing standards, 1ssued by the IASB and
endorsed by the EU, are applicable to the company for the first tme in the current year and have been
adopted by the company with no impact on the company’s accounting policies or onh its results or net assets
included within these financial statements

o |AS 1, 'Presentation of Financial Statements’ — amended to clarfy that an entity may choose to disclose
an analysis of other comprehensive income by item in the Statement of Changes in Equity or in the
notes to the financial statements

The company has chosen to present such an analysis of other comprehensive income, If any, in the
notes to the financial statements with a single line presentation of gther comprehensive income 1 the
Statement of Changes i Equity, and

o |AS 24, ‘Related Party Disclosures’ - amendments mainly clarfying the defintion of a related party to
simplify the identification of related party transaction Amendments to IAS 24 also introduce a partial
exemption from related party disclosures for government-related entities

The company 1s not a government-related entity The application of the revised definition of related
party has not resulted in the wdentification of any related parties that were not identified as related
parties under the previous Standard

The following standards, amendments and interpretations to existing standards, 1ssued by the International
Accounting Standards Board (IASB) and endorsed by the EU, are effective for the first time in the current
year but are either not relevant or have no materal impact on these financial statements

o |AS 32, ‘Financial Instruments Presentation — Classification of Rights issues’ — amendments to the
definition of financial ltabilities to classify nghts 1ssues as equity instruments under certain conditions,

o |IFRIC 14, '‘Prepayment of a Minimum Funding Requirement’ — amendments providing guidance on
assessing the recoverable amount of a net pension asset,

o IFRIC 19, ‘Extinguishing Financial Liabilities with Equity Instruments’ —interpretation clanfying the
accounting for equity instruments 1ssued to creditors to extinguish a financial iabihty, and

o Further amendments to IAS 27, IAS 34, IFRS 1, IFRS 3, IFRS 7 and IFRIC 13 as part of the
Improvement to IFRS (1ssued 2010)

11




ENI ULX LIMITED

STATEMENT OF ACCOUNTING POLICIES

Adoption of new and revised Standards (continued)

The following standards, amendments and interpretations to existing standards relevant to the company are
not yet effective and have not been early adopted by the company in these financial statements

o IFRS 7, ‘Financial Instruments Disclosures’ — requiring additional qualitative and quantitative
disclosures relating to transfer of financial assets - Effective for annual periods beginning on or after 1
July 2011

The following standards and interpretations have been 1ssued by the |IASB, but have not been endorsed by
the European Commission for their applicatton to become mandatory

o IAS 1, 'Presentation of Financial Statements’, effective for annual periods beginning on or after 1
January 2013, amended to change the grouping of items presented in Other Comprehensive Income,

o |AS 19 ' Employee Benefits’, effective for annual periods beginning on or after 1 January 2013, the
revised standard includes a number of amendments For example the ability to defer recognition of
actuaral gans and losses (e, the corndor approach) has been removed Also there are new
requirements to disclose quantitative information of the sensitivity of the defined benefit obligation to a
reasonably possible change in each significant actuaral assumption,

o IAS 27, ‘Separate Financial Statements’, effective for annual penods beginning on or after 1 January
2013 - amendments tnggered by IFRS 10 to the portion that addresses the accounting for consolidated
financial statements,

o |AS 28, ‘Investments in Associates and Joint Ventures’, effective for periods beginning on or after 1
January 2013 |AS 28 sets out the requirements for the apphcation of the equity method of accounting
for investments in asscciates and joint ventures,

o IFRS 9 ‘Financial Instruments’, effective for annual accounting pericds beginning on or after 1 January
2015 IFRS 9 uses a single approach to determine whether a financial asset 1s measured at amortised
cost or fair value,

o IFRS 11 ‘Joint Arrangements’, effective for annual accounting pertods beginning on or after 1 January
2013 IFRS 11 gverhauls the accounting for joint ventures (now called joint arrangements), in particular,
the transition from equity method to proportionate consolidation for investments in jointly controlled
entities (referred to as joint operations under IFRS 11),

o [FRS 12 ‘Disclosure of Interests in Other Entities’, effective for annual accounting periods beginning on
or after 1 January 2013 IFRS 12 requires extensive disclosures enabling users of financial statements
to evaluate the nature of, and nsks associated with, interests m other entities and the effects of those
interests on financial statements, and

o IFRS 13 'Farr Value Measurement', effective for annual accounting periods beginning on cor after 1
January 2013 IFRS 13 replaces the guidance on farr value measurement in existing IFRS accounting
Iiterature with a single standard

Consolidation

Consolidated financial statements have not been prepared for the company as it 1s a subsidiary of
Ent S p A, a company incorporated in ltaly, which will prepare consolidated financial statements as stated
in note 1 .

The company has taken advantage of the exemption avallable under International Financial Reporting
Standards to present separate financial statements in accordance with paragraph 10 IAS27(R) In addition,
under section 400 of the Companies Act 2006 the company I1s exempt from the general requirement to
prepare consolidated financial statements This can be applied as the immediate parent 1 established
under the law of an EEA state (European Economic Area)

12




ENI ULX LIMITED

STATEMENT OF ACCOUNTING POLICIES

Taxation

The tax expense represents the sum of the tax currently payable and deferred tax The tax currently
payable 1s based on taxable profit for the year Taxable profit differs from net profit as reported in the
income statement because it excludes items of income or expense that are taxable or deductible in other
years and it further excludes items that are never taxable or deductible The current tax 15 calculated using
tax rates that have been enacted or substantively enacted by the balance sheet date

Deferred tax 1s the tax expected to be payable or recoverable on differences between the carrying amounts
of assets and labilities n the financial statements and the corresponding tax bases used in the computation
of taxable profit, and 1s accounted for using the balance sheet liability method Deferred tax habilities are
generally recognised for all taxable temporary differences and deferred tax assets are recognised to the
extent that it 1s probable that taxable profits will be available against which deductible temporary differences
can be utiised Such assets and habilites are not recognised If the temporary difference anses from
goodwill or from the imitial recognition of other assets and liabilities in a transaction that affects neither the
tax profit nor the accounting profit

The carrying amount of deferred tax assets 1s reviewed at each balance sheet date and reduced to the
extent that it 1s no longer probable that sufficient taxable profits will be available to allow alf or part of the
asset to be recovered Deferred tax 1s calculated at the tax rates that are expected to apply in the penod
when the liability 1s settled or the asset i1s realised Deferred tax 1s charged and credited to the income
statement, except when It relates to items charged or credited directly to reserves, in which case the
deferred tax 1s also dealt with within reserves

Petroleum revenue tax (PRT}

Petroleum revenue tax payable 1s provided on the taxable profits of fields subject to petroleum revenue tax
at a rate of 50%

Provision for deferred petroleum revenue tax 1s made using the hability method As petroleum revenue tax
ts specific to individual fields and field lives are finite, provision 1s made in full for those fields expected to
pay significant tax Provision 1s made for temporary differences in respect of capital and revenue
expenditure and the decommissioning and restoration provision

Revenue

Revenue represents the company's share of oill, condensate and gas production sold and 1s stated
exclusive of value added tax and similar levies Revenue 1s recognised when the amount can be reliably
measured, and it 1s probable that future economic benefits will flow to the company The company
recognises revenue on its share of cil, condensates, and gas production sold when the product has reached
the processing terminal

Interest Income 1s recognised on a time proportion basis Dividend income 1s recognised when the nght to
receve payment is established

Revenues from crude ol and natural gas preduction from properties in which the company has an interest
together with other producers are recognised on the basis of the company’s net working interest in those
properties (entitlement method) Differences between the company’'s net werking interest volume and actual
production volumes are recognised at current prices at penod end

13




ENI ULX LIMITED

STATEMENT OF ACCOUNTING POLICIES

Over/underlift

Lifting or offtake arrangements for oil and gas produced in certain of the company's ol and gas properties
are such that each participant may not recewve and sell its precise share of the overall production 1n each
perniod The resulting imbalance between cumulative entitlement and cumulative production less stock Is
‘underlift’ or ‘overhft Underlift and overlft are valued at market value and included within debtors and
creditors respectively Movements duning an accounting period are adjusted through cost of sales and
revenue for overlift and underlift respectively

Foreign currencies

The company’s functional and presentation currency 1s US Dollars Transactions denominated in a foreign
currency are converted to US$ at rates ruling at the date of the transaction Monetary assets and liahilities
denominated in foreign currencies have been translated at the rates ruling at the balance sheet date

The year end exchange rate in GBP Sterling 1s 0 6456 (2010 - US$1 = £0 6442)
Cash and cash equivalents

Cash and cash equivalents comprise the company’s current bank accounts and cash short-term deposits
with an onginal maturity of three months or less Deposits held with Eni Finance International S A (formerly
Eni Coordination Center S A ) are included n this classification

Property, plant and equipment

Property, plant and equipment Includes oil and gas properties representing the company's share of
expenditure in respect of exploration, appraisal and development costs of fields where a decision to exploit
therr reserves has been made, field development programme approval has been granted and capital
expenditure incurred when the fields are in production Interest costs incurred dunng the development stage
of fields are capitalised from the date at which field development programme approval 1s granted until
producten commences

These assets, except unproven mineral interests, are depreciated using the unit of production method on a
quarterly basis, based on proved developed oll and gas reserves for each field in production as at the
balance sheet date end of each quarter Proven mineral interests are depreciated using the unit of
production method on a quarterly basis, using proved developed and undeveloped oill and gas reserves for
each field in production as at the balance sheet date end of each quarter When there 1s a change in the
estimated total recoverable proved developed reserves of a field, the undepreciated cost 1s written off over
the revised remaining reserves

Intangible assets - exploration and appraisal costs

Exploration costs represent the company’'s share of expenditure by consortia and as operator on the
exploration of the sea bed for ol and natural gas up to the date of any decision to exploit various finds
Where no decision has been made by the balance sheet date to exploit a find, the costs are accounted for
In accordance with the successful efforts method The cost of driling exploratory wells 1s carned forward as
an intangible asset If iIn the opinion of the directors there 1s a reasonable prospect of development of the
related fields commencing within three years of the completion of drilling Costs of exploratory dry holes are
written off at the time that the wells are determined to be dry and all licence fees, geological and
geophysical expenses are written off as incurred Where a decision has been made to expleit a find, the
exploration costs are carned forward In the period after a decision has been made to exploit a find but
before field development programme approval has been granted, any pre-development costs that are
incurred are also capitalised and carried forward When field development programme approval Is granted,
the expleration and pre-development costs of that field are reclassified as property, plant and equipment
Exploration wells that are being drilled at the year end are included in intangible assets as drliing In
progress until the results of the drilling are determined

14




ENI ULX LIMITED

STATEMENT OF ACCOUNTING POLICIES

Joint ventures

A joint venture 1s a contractual arrangement whereby the company and other parties undertake an
economic activity that 1s subject to joint control

The company participates 1n several unincorporated joint ventures which involve the joint control of
assets used In the company's ol and gas exploration and producing activites Interests in jointly
controlled assets are recognised by including the company’s share of assets, labilities, income and
expenses on a line-by-line basis Liabilities and expenses incurred directly in respect of interests in
jointly controlled assets are accounted for on an accrual basis Income from the sale or use of the
company’s share of the output of jointly controlled assets, and its share of joint venture expenses, are
recognised when it 1s probable that the economic benefits associated with the transactions will flow
to/from the company and their amount can be measured reliably

Impairment of assets

At the end of each reporting period, the company reviews the carrying amounts of its property, plant and
equipment and those investments measured at cost, to determine whether there 1s any indication that those
assets have suffered an impairment loss If any such indication exists, the recoverable amount of the asset
IS estimated in order to determine the extent of the imparment loss, If any Recoverable amount i1s the
higher of fair value less costs to sell and value in use

In assessing value In use, future net cash flows for each field are calculated by utilising the company's
estimate of proved reserves at year end, together with the company's estimates of future oil prices, future
capital and operating costs and future decommissioning costs, required for recovering these remaining
proved reserves These estimated future cash flows are then discounted to their present value using a pre-
tax discount rate that reflects current market assessments of the time value of money and the risks specific
to the asset for which the estimates of future cash flows have not been adjusted If the recoverable amount
of an asset (or cash generating unit) 1s estimated to be less than its carrying amount, the carrying amount of
the asset (or cash-generating unit) 1s reduced to its recoverable amount An impairment loss 1s recognised
as an expense Immediately

At the end of each reporting peniod, an assessment 1s made to determine whether there ts any indication
that an impairment loss recognised n prior periods may no longer exist or has decreased Where such an
indication exists, an imparment loss 1s reversed to the extent that the asset’s carrying value does not
exceed the carrying amount that would have been determined, net of depreciation or amertisation, if no
impairment loss had been recognised

Proved oil and gas reserves

Proved oil and gas reserves are the estimated quantities of crude oll, natural gas and natural gas liquids
which geological and engineering data demonstrate with reasonable certainty to be recoverable in future
years from known reservorrs under existing economic and operating conditions, that 1s, prnices and costs as
at the date that the estimate 1s made

a) Reservorrs are considered praoved if economic producibility 1s supported by either actual production
or cenclusive formation tests The area of a reservor considered proved includes (a) that portion
delineated by drilling and defined by gas-oll or oil-water contacts, If any, or both, and, (b) the
immedately adjoining portions not yet drilled, but which can be reasonably judged as economically
productive on the basis of avallable geological and engineering data In the absence of information
on flud contacts, the lowest known structural occurrence of hydrocarbons centrols the lower proved
limit of the reservorr

b) Reserves that can be produced economically through the application of improved recovery
techniques (such as fimd injection) are generally only included in the proved classification if
successful testing by a pilot project, or the operation of an installed programme in the reservorr,
provides support for the engineering analysis on which the project or programme was based
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Proved oil and gas reserves (continued

¢) Estimates of proved reserves do not include the following (a) crude oil, natural gas and natural gas
hquids that may become available from known reservoirs but are classified separately as indicated
additional reserves, (b) crude oil, natural gas and natural gas hguids, the recovery of which 1s
subject to reasonable doubt because of uncertainty as to geology, reservoir charactenstics, or
economic factors, (¢) crude oil, natural gas and natural gas hquids that may be recovered from ol
shales, coal, gilsonite and other such sources

Proved developed oil and gas reserves

Proved developed oil and gas reserves are reserves that can be expected to be recovered through existing
wells with existing equipment and operating methods Additional oil and gas expected to be obtained
through the application of fluid Injection, or other improved recovery techniques, for supplementing the
natural forces and mechanisms of primary recovery will generally be included as proved developed
reserves only after testing by a pilot project, or after the operation of an installed programme, has confirmed
through production response that increased recovery will be achieved

Proved undeveloped oil and gas reserves

All other proved reserves which do not meet the definition of proved developed reserves

Probable oil and gas reserves

Probable oIl and gas reserves are additional reserves that are less hkely to be recovered than proved
reserves but more certain to be recovered than possible reserves These reserves are estimated to have
equal to or more than 50% chance of being technically and economically producible

Possible oil and gas reserves

Possible ol and gas reserves are additional reserves which analysis and geoscience and engineering data
suggest are less likely to be recovered than probable reserves These reserves are estimated to have a
significant but equal to or less than 10% chance of being technically and economically producible
Inventories

Inventories consist of consumable stock Inventories are stéted at the lower of cost and net realisable value
and represent the company's share of stocks belcnging to the consortia of which it is a member Cost I1s
determined by the weighted average method and compnses direct purchase costs, cost of production,
transportation and manufacturing expenses Net realisable value ts determined by reference to prices
existing at the balance sheet date

Investments

Other investments, including investments in subsidiaries, are shown at cost less any provision for
impairment
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Financial instruments

The company classifies its financial assets in the following categones at fair value through profit or loss,
loans and receivables, and available for sale The classification depends on the purpose for which the
financial assets were acquired Management determines the classification of its financial assets at initial
recognition

a) Financial assets at fair value through profit or loss

Financial assets at farr value through prefit or loss are financial assets held for trading A financial asset
1s classified in this category If acquired principally for the purpose of selling in the short term
Dervatives are classified as held for trading unless they are designated as hedges

b) Loans and receivables

Loans and receivables are non-dervative financial assets with fixed or determinable payments that are
not quoted In an active market They are included in current assets, except for matunties greater than
12 months after the balance sheet date These are classified as non-current assets Loans and
receivables are classified as trade and other receivables in the balance sheet

¢} Avallable-for-sale financial assets

Available-for-sale financial assets are non-denvatives that are either designated n this category or not
classified in any of the other categones They are included In non-current assets unless management
intends to dispose of the investment within 12 months of the balance sheet date

Regular purchases and sales of financial assets are recogrised on the trade-date - the date on which the
company commits to purchase or sell the asset Investments are initially recognised at fair value plus
transaction costs for all financial assets not carned at farr value through profit or loss Financial assets
camed at far value through profit or loss are initially recognised at farr value, and transaction costs are
expensed In the Income statement Financial assets are derecognised when the nights to receive cash ftows
from the investments have expired or have been transferred and the company has transferred substantially
all nsks and rewards of ownership Available-for-sale financial assets and financial assets at far value
through profit or loss are subsequently carrned at fair value Loans and recervables are carned at amortised
cost using the effective interest method

Derivative financial instruments

Within the ordinary course of business the company routinely enters into sale and purchase transactions for
commodities The majority of these transactions take the form of contracts that were entered into and
continue to be held for the purpose of delivery of the commodity in accordance with the entity's expected
purchase, sale or usage requrements These contracts are not within the scope of IAS 39

In addition, the company uses various commodity based denvative instruments to manage some of the
nsks arsing from fluctuations In commodity prices Such contracts include physical and net settled
forwards, and therefare fall within the scope of IAS 39
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Derivative financial instruments (continued)

Denvatives are mitially recognised at fair value on the date a denvative contract 1s entered into and are
subsequently remeasured at farr value The method of recognising the resulting gain or loss depends on
whether the denvative ts designated as a hedging instrument and If so the nature of the item being hedged
The company designates certain derivatives as either

a)

b)

Dernvatives at fair value through profit or loss

Certain denvative instruments do not qualify for hedge accounting and are accounted for at fair value
through profit or loss Changes in the far value of these denvative instruments that do not qualify for
hedge accounting are recognised immediately 1n the income statement within net gains and losses on
derivative financial instruments These dervatives are classified within current assets and current
habilities

Hedges of a particular nsk associated with a highly probable forecast transaction (cash flow hedge)

The effective portion of changes in the farr value of denvatives that are designated and qualify as cash
flow hedges are recognised in equity as cash flow hedge reserves The gain or loss relating to the
ineffective portion 1s recognised immediately in the income statement within net gain and losses on
dervative financial instruments

Hedge effectiveness 1s venfied using prospective test through a regression analysis performed on the
historical prices of the hedged items and the underlying denvative financial instruments at the inception
of the hedging relationship and at the beginning of each assessment period to demonstrate that the
hedge 1s expected to be highly effective In the future If, at any pont, the prospective consideration
indicates that the hedging instrument 15 not expected te be highly effective in the future, hedge
accounting 1s discontinued from that point forward Retrospective test 1s also performed to assess
whether the hedge has actually been highly effective in the perniod under review If the retrospective test
iIndicates that the hedging instrument has not been highly effective, hedge accounting 15 discentinued
from the point the hedging relationship ceased to be highly effective Both tests must be met for a
particular period of the hedge relationship for hedge accounting to be avallable Effectiveness must fall
within a range of 80 to 125% over the life of the hedge

Amounts accumulated in equity are recycled in the tncome statement in the periods when the hedged
item affects profit or loss The gain or loss relating to the effective portion of forward foreign exchange
contracts hedging export sales 1s recognised in the income statement within sales However, when the
forecast transaction that 1s hedged results in the recogntion of a non-financial asset (for example,
inventory or fixed assets), the gains and losses previously deferred in equity are transferred from equity
and inciuded in the inihal measurement of the cost of the asset The deferred amounts are ultimately
recognised 1n cost of goods

When a hedging instrument expires or Is sold, or when a hedge no longer meets the critena for hedge
accounting, any cumulatve gan or loss existing in equity at that tme remains in equity and 1s
recognised when the forecast transaction 1s ultimately recognised in the income statement When a
forecast transaction I1s no longer expected to occur, the cumulative gain or loss that was reported n
equity 15 immediately transferred to the income statement Denvatives held for hedging purposes and
qualifying for hedge accounting are classified based on the matunty of the hedged item
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Derivative financial instruments valuation

Commodity contracts that meet the definiion of a dernvative and which are not used for own use purpose
are init@ally recogrused at farr value and are subsequently measured at far value The far values of financial
nstruments measured at the fair value that are quoted in active markets are based on bid price for assets
and offer prices for Llabiltes When independent prices are not available the fair values are derived by using
valuation techniques which refer to avarlable market data These include compansons to other instruments
where market observable prces exist, discounted cash flow analysis, option pricing models and often
valuation techniques commonly used by market participants

Trade receivables

Trade receivables are recognised initially at farr value and subsequently measured at amortised cost using
the effective interest methoed, less provision for impairment A provision for impairment of trade recewvables
Is established when there 1s objective evidence that the company will not be able to collect all amounts due,
according to the onginal terms The amount of the provision Is recognised in the income statement

Trade payables

Trade payables are recognised initally at farr value and subsequently measured at amortised cost using the
effective interest method

Provisions

Provisions are recognised when (1) there 1s a current obligation (legal or constructive), as a result of a past
event, () it 1s probable that the settlement of that obligatien will resuit in an outflow of resources embodying
economic benefits, and (i) the amount of the obhgation ¢an be relably estimated The amount recognised
as a provisicn Is the best estimate of the expenditure required to settle the present obligation at the balance
sheet date or to transfer it to thurd parties at that time

Decommissioning provision

The estimated cost of dismantiing the production and related faciltties and site restoration at the end of the
economic life of each field 1s recogrised in full at the commencement of ol and gas production as a
decommussioning provision  The amount recognised 15 the present value of the estimated future
decommissioning cost, and an offsething entry to property, plant and equipment i1s also recognised The
increase 1 the provision with the passage of time (unwinding of discount) 1s recognised as Interest
expense The asset 1 depreciated on a unit of production basis Changes to the present value of the
estimated future decommissioning costs are accounted for as adjustments to the provision and property,
plant and equipment

Related party transactions

The company has comphed with the requirements of Internaticnal Accounting Standard (“IAS”) 24 — Related
party transactions in these financial statements Transactions with related parties are disclosed in each
relevant note

Dividends

Dividends are recognised at the date of the general Shareholders’ Meeting in which they were declared, or

in the case of an interm dividend when declared by the Board, except when the sale of shares before the
ex-dividend date 1s certain
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Pension obligation

The company contributes to a defined benefit pension scheme A defined benefit scheme 1s a pension plan
that defines an amount of penston benefit that an employee will receive on retirement, usuatly dependent on
one or more factors such as age, years of service and compensation The hability recegnised in the balance
sheet in respect of defined benefit pension plan 1s the present value of the defined benefit abligation at the
balance sheet date together with adjustments for unrecognised actuanal gains or losses and past service
costs The defined benefit obligation 1s calculated annually by an independent actuary using the projected
unit credit method The present value of the defined benefit obligation 1s determined by discounting the
estimated future cash outflows using Interest rates of high-quality corporate bonds that are denominated Iin
the currency in which the benefits will be paid, and that have terms to maturity approximating the terms of
the related pension hability

Actuarial gains or losses arising from expenence adjustments and changes in actuanal assumptions In
excess of 10% of the defined benefit obligation are allocated to income over the employees' average
remaining warking lives

Past-service costs are recognised immediately in income, unless the changes to the pension plan are
conditional on the employees remaining in service for a specified period of time (the vesting period} In this
case, the past-service costs are amorttsed on a straight-line basis over the vesting period

Use of accounting estimates, judgements and assumptions

The company's financial statements are prepared in accordance with IFRS These require the use of
estmates and assumptions that affect the assets, liabilities, revenues and expenses reported in the
financial statements, as well as amounts included In the notes thereto, including discussion and disclosure
of contingent habilities Estimates made are based on complex or subjective judgements, past expenence
and other assumptions deemed reasonable in consideration of the information available at the time The
accounting policies and areas that require the most significant judgements and estimates to be used in the
preparation of the financial statements are in relation to the accounting for all and natural gas activities,
specifically in the determination of proved and proved developed reserves, impairment of property, plant
and equipment and intangible assets, decommuissioning provisions and the recognition of environmental
habilittes Although the company uses its best estimates and judgements, actual results could differ from the
estimates and assumptions used

A summary of significant estimates follows

a) Oill and gas activities

Engineering estimates of the company’s oil and gas reserves are Inherently uncertain Although there are
authoritative guidelines regarding the engineering criteria that must be met before estimated oll and gas
reserves can be designated as "proved”, the accuracy of any reserve estimate is a function of the quality of
avallable data and engineering and geological interpretation and judgement Oil and natural gas reserves
have a direct impact on certain amounts reported in the financial statements Estimated proved reserves
are used in determining deprecitation and depletion expenses and impairment expense Depreciation rates
on oll and gas assets using the units of production basis are determined from the ratio between the amount
of hydrocarbons extracted in the quarter and proved developed reserves existing at the end of the quarter
increased by the amounts extracted during the quarter

b) Impairment of assets

Eni assesses Its property, plant and equipment, intangible assets and those investments measured at cost,
for possible impairment If there are events or changes in circumstances that indicate the carrying values of
the assets are not recoverable Such indicators inciude changes in the company’s business plans, changes
in commodity prices leading to unprofitable performance and, for ol and gas properties, significant
downward revisions of estimated proved reserve quantities
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Use of accounting estimates, jJudgements and assumptions {(continued)

b) Impairment of assets (continued)

Determination as to whether and how much an asset 1s imparred involves management estimates on highly
uncertain matters such as future commodity prices, the effects of inflation and technology improvements on
operating expenses, production profiles and the outlook for global or regienal market supply and demand
conditions for crude oil, natural gas, commodity chemicals and refined products, and the discount rate that
reflects current market assessments of the time value of money and the nsks specific to the asset for which
the estimates of future cash flows have not been adjusted

¢) Decommissioning provision

Obligations to remove property, plant and equipment and restore land or seabed require significant
eshimates in calculating the amount of the obhigation and determining the amount required to be recorded at
present value in the financial statements Estimating future asset decommissioning provisions 1s complex It
requires management to make estimates and judgements with respect to removal obligations that will come
to term many years into the future and contracts and regulations are often unclear as to what constitutes
removal In addition, the ultmate financial impact of environmental laws and regulations I1s not always
clearly known as asset removal technologies and costs constantly evolve in the countries where Eni
operates, as well as political, environmental, safety and public expectations

The subjectivity of these estimates 1s also increased by the accounting method used that requires entittes to
record the value of a hability for decommissioning provision in the period when it 1s incurred (typically, at the
time, the asset 1s installed at the production location)

The recognised decommissioning provisions are based on future retirement cost estimates and incorporate

many assumptions such as expected recoverable quantities of crude oil and natural gas, abandonment
time, future inflation rates and the discount rate
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1 Parent undertakings
The company i1s a wholly owned subsidiary of Eni ULT Limited

The company's ultmate parent undertaking, Eni S p A, a company incorporated in Italy, will produce
consolidated financial statements for the year ended 31 December 2011 which will be available from
EniS p A -Exploration & Production Division, Direzioni e Uffic, Via Emiha 1, 20097, San Donato
Milanese, PO Box 12069, (20100) Milano

The parent company of the largest and smallest group into which the company 1s consolidated 1s Em
SpA

2 Prior year reclassification

Durning the year, the directors reconsidered the presentation of the current assets and habilities related to
the jointly controlled assets foer which the company 1s acting as an operator In previous years, these
current assets and habdites were presented on a net basis showing only the company’s share of these
current assets and habilities As the company has the legal nghts and obligations for 100% of such
current assets and current labilities, the directors have concluded to change the presentatton in the
financial statements and disclose these on a gross {100%) basis Prior year balances have been
reclassified accordingly This adjustment has no impact on current or prior years profits or retained
earnings and impacts note 14 and note 21 only

Additionally the directors have reclassified other non current habiliies to current habihties in relation to
deferred income which 1s due in less than one year, see note 23

3 Revenue

2010 2011
$ million $ million
Parent company
-Eni S p A — Corporate — cash flow hedge settlement (27 3) -
Affiliate companies
- Em Trading & Shipping BV 1427 22486
Third parties 1102 83.1
2256 307.7
4 Other income
2010 2011
§ rilfion £ million
Affihate companies
- Lasmo Sanga Sanga Limited 03 0.2
- Eni CBM Limited 03 0.3
Release of deferred income (note 23) 85 7.7
Other income
- Third parties 36 17
127 9.9
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5 Other service costs and expenses

2010 2011
$ mitiion $ miilion
Operating costs
Affiliate company
Eni UK Limited 16 1.6
Third parties 408 57.1
Other expenses
Net foreign exchange loss 34 2.6
Price re-alignment on over / (under) Ift (05) (13.0)
Parent company
Eni S p A - Exploration and Production Division 65 54
Affihate companies
Em UK Limited 23 1.8
Eni International Resources Limited 05 0.7
Eni Austrahia Limited 02 0.1
Em Trading & Shipping BV 03 0.1
EniServiziSpA 02 0.2
Third parties 92 18.6
64 5 75.2
6 Labour costs and employee information
2010 2011
$ milon $ mullion
Wages and salaries 112 13.6
Pension costs — defined benefit plan (Note 30) 08 0.9
120 14.5

The labour costs shown above are the gross amounts, before any recovery from third parties The
recovery from third parties of costs related to labour, together with those related to others, are stated in
note 5

The gross labour costs include charges from a related party, Eni International Resources Limited of
$1 1 milion (2010 - $1 2 million)

During the year social secunty costs borne by the employer were $169,000 (2010 - $137,000) and
pension costs were $210,000 (2010 - $166,000)

During the year the average number of employees was 118 (2010 — 122)

23




ENI ULX LIMITED

NOTES TO THE FINANCIAL STATEMENTS

10

Operating (loss) / profit

2010 2011
3 million $ million

Operating (loss) / profit I1s stated after charging
Depreciation and impairment 66 4 744
Exploration costs written off 565 199.5
Foreign exchange loss 34 2.6

Auditors’ remuneration for the year ended 2011 was $26,000 (2010 - $27,000)

Directors’ remuneration

The directors of the company are also the directors of other affiliate compames and/or the parent
undertaking The emoluments pard to the directors for the services provided to this company have
been paid by the parent undertaking and a fair allocation to the company would be approximately

$100,593 (2010 $118,611)

Interest payable and similar charges

2010 2011
$ milion $ million
Accretion of discount in relatton to
decommissioning provision {note 22) 78 7.7
Other financial charges
Third parties 03 -
81 7.7
Dividend income from shares in group undertakings
2010 2011
$ million $ muflion
Eni OIl Holdings B V 54 6 441
Eni Pakistan Ltd - 120.0
Total 54 6 164.1
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11 Taxation

2010 2011
8 mullion 3 million
Current tax at 59 3% (2010 - 50%)

UK corporation tax on profit for the penod 616 116 5
Adustments in respect of prior periods 07 {4.9)
623 111.6

Total current tax
Deferred taxation (note 19) (7 8) {20.4)
Total Taxation 54 5 91.2

Factors affecting tax charge for period

The tax assessed for the penod 15 higher (2010 - higher) than the standard rate of corporation tax
applicable for oll and gas exploration and production compantes in the UK of 59 3% (2010 - 50%) There
15 no current corperation tax borne for the branch in Indonesia, since the branch i1s in a loss making
position for the year The differences are explained below

2010 2011
§ million $ million
Profit before taxation 918 98.9
Taxation on profit before tax @ 59 3% (2010 - 50%) 459 58.7
Effects of
Tax rate change on temporary differences - (0.4)
Income not taxable {12 9) (97.3)
Expenditure not allowable for tax 10 76.9
Foreign exchange adjustment (0.3)
Unrecognised losses carmed forward - 30.9
Movement in unrecognised temporary differences (13 2) 27.6
Group relief surrendered for no consideration 330 -
Adjustments Iin respect of prior periods 07 {4.9)
Total tax charge 545 91.2

The company has agreed to surrender, for no consideration taxation losses under Section 99
Corporation Tax Act 2010 sufficient to cover some of the UK taxable profits of the group for the year
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12

Disposal group classified as held for sale

On 25 Qctoher 2010 the company and Eni UK Limited, an affllate company, (together referred to as the
Blane sellers) entered into an Exchange Agreement with Faroe Petroleum (UK) Limited and F@roya
Kolvetri P/F whereby the Blane sellers agreed to sell therr respective interests in United Kingdom
Continental Shelf (UKCS) Petroleum Production Licence No 111 (Block 30/3a — Above the top of the
Danian/Ekofisk) together with a related interest in the Blane field in exchange for (1) £60 million (the
company’s share being £13 7 million) subject to working capital adjustments and (n) a 20% interest in
aggregate with 4 5626% and 15 4374% being allocated to the company and Emi UK Limited respectively
or therr nominees) 1n each of Faroese Continental Shelf Licences No 12 and No 17 and UKCS Petroleum
Production Licence P 1740 (together the "Rannva Interests”)

The sale was completed in 2011 resulting 1in a pre-tax loss of £11 7 million to the company At
completion, the company acquired a 20% interest in UKCS Petroleum Production Licence P 1740
{Another affilate company acquired a 20% interest in each of Faroese Continental Shelf Licences No 12
and No 17 ) The company no longer has an interest in UKCS Licence P 1740 as the licence was
relinquished by agreement of the licence holders (the company and Faroe Petroleum (U K )} Limited) in
December 2011 Faroese Continental Shelf Licenses No 12 and No 17 expired in December 2011

The assets and liabilities related to company's interest in Blane field were presented in FY2010 financial
statements as held for sale in the balance sheet as follows

2010 2011

$ miihon $ million
Assets
Current Assets
Trade and other receivables 265 -
Non current assets
Property, plant and equipment 51 -
Deferred tax assets 05 -
Assets of disposal group held for sale 321 -
Liabilities
Current lhabilities
Trade and other payables {12) -
Non-current liabilities
Provisions {10) -
Deferred tax liabilities {2 5) -
Liabilities of disposal group {47) -
Net assets 27 4 -

26




ENI ULX LIMITED
NOTES TO THE FINANCIAL STATEMENTS

13  Cash and cash equivalents

2010 2011
$ milhon $ miilion
Cash at bank and in hand
Affiliate company
-Banque Em S A 23 0.3
Third parties 53 31
Short term bank deposits — Affillate company
- Eni Finance International S A
(formerly Eni Coordination Center S A) 458 44.5
534 47.9

Short term deposits are held with Eni Finance International S A (formerly Eni Coordination Center
S A) These are repayable within 3 months, and carry interest rates which vary in-line with market
rates Duning 2011 the effective interest rate was between 001% and 0 89% (2010 — 0 090% and
0 38%)

The company believes that the carrying amounts are a reasonable approximation to the farr value

14 Trade and other receivables

2010
& mulion 2011
Restated $ mullion
Trade receivables
Affihate company
Eni Trading & Shipping B V 93 66.0
Third parties 47 6.3
Other receivables (*) (**) 1140 91.4
Amounts owed by related parties
Affiliate companies
Enmn UK Limited 152 9.3
Eni S p A — Expleration and Production Division 05 09
Eni Muara Bakau BV 57 9.7
Eni CBM Limited 06 0.9
Eni Bulungan BV 05 2.2
Eni International Resources Limited 03 04
Eni Australia Limited - 0.4
Eni Adfin - 03
150 8 187.8
Non-current portion - other receivables, VAT recoverable 68 3 708
Current portion 825 117.0

As of 31 December 2011, trade receivables of $72 3 million {2010 - $14 million) were fully performing No
provision was necessary for 2011 (2010 - $nil)

As of 31 December 2011 other receivables and amounts owed by related parties of $114 3 million (2010 -
$135 4 milhon) were fully performing and other receivables of $1 2 milion (2010 - $1 4 million) were past
due but not impaired and $nil were impaired (2010 - $nil)
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14 Trade and other receivables (continued)

(") A pnor year reclassification (ncte 2) was made In relation to other receivables and other payables
{note 21) As a result of this reclassification other receivables are adjusted from $955 millien as
previously presented to $114 million

{**) Other recewvables include $5 milion (2010 $26 8 milhon) In respect of ‘underlift’ representing the
excess of the company’s cumulative entittement over its cumulative production

2010
$ mithon 2011
Restated $ miliion
Fully Past due Impaired  Fully Past due Impaired
performing  but not performing but not
impaired impaired
Trade recevables- 47 - - 6.3 - -
third parties
Trade recewvables- 93 - - 66.0 - -
afiihate company
Other receivables- 1126 14 - 90.2 1.2 -
third parties
Other receivables- 228 - - 241 - -

affikate companies

The carrying amount of the company’s trade and other receivables, and amounts owed by affihate
companies are denominated in the following currencies

2010
$ million 2011
Restated $ miliion
Trade and cther receivables
Pounds 348 135
US Dollars 111 36
Indonesian Rupiah 69 3 76 7
Euro 34 39
Amounts owed by affiliates
Pounds 15 4 9.4
Us Dollars 16 8 80.7

The company believes that the carrying amounts are a reasonable approximation to the fair value

Credit nsk 1s the potential exposure of the company and its subsidiarnies to loss in the event of non-
performance by counterparty The credit nisk ansing from the company’s normal commercial operations s
controlled according to guidelines established by the Em S p A Group In addition, the company follows
guidelines of the Emi S p A treasury department on the choice of highly credit-rated counterparties in their
use of financial and commaodity instruments, including derivatives The company has not experienced
material non-performance by any counterparty As of 31 December 2011, the company has no significant
concentrations of credit nsk
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15 Inventories
2010 2011
$ million $ million
Consumable stocks 340 33.8
16  Property, plant and equipment
Oil and gas
properties Total
£ million $ million
Cost
At 1 January 2010 16410 1,641 0
Additions 379 379
Change in decommussioning cost provision (note 21) (14) (14)
Exchange differences 36 36
Transferred to asset held for sale (20 5) {20 5)
At 31 December 2010 1,6606 1,660 6
Additions 325 325
Change in decommissicning cost provision (note 21) 186 18 56
At 31 December 2011 1,711.6 1,711.6
Depreciation and write offs
At 1 January 2010 1,417 9 1,417 9
Charge for the year 66 4 66 4
Exchange differences 29 29
Transferred to asset held for sale (15 5) {15 5)
At 31 December 2010 14717 14717
Charge for the year 600 600
Impairment for year 144 14 4
At 31 December 2011 1,546.1 1,546.1
Net book amounts
At 31 December 2011 165.5 165.5
At 31 December 2010 188 9 188 9

Durning the year, the company recognised an imparment of $14 4 million in respect of Burghley field
{2010 — $nil) following the annual impairment review which indicated declined reserves of the field over
its remaining life The basis for the recoverable amount was the value in use and the discount rate used
was 8 0% (2010 - 8 5%)
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18

Intangible fixed assets

Exploration and appraisal costs

Cost

At 1 January

Additions

Exploration costs and licence fees wntten off
Disposa) of assets

Exchange differences

At 31 December

Investments

2010 2011

$ mullion $ million
2198 251.8
796 46.0
(56 5) (199.5)
(12) -
101 -
2518 98.3

The company has a 100% interest in the ordinary share capital of the following subsidiaries with results

matenal to its activities

Name of company and Description Principal Owner- Functional

country of incorporation of shares activity ship Currency
held

Eni Ol Holdings B Ordinary Holding 100% UsD

(incorporated in the EUR 450 company

Netherlands) shares

Eni Pakistan Limited Ordinary £1 Qil 100% usD

(registered in England and shares company

Wales)

Eni Indonesia Limited Ordinary £1 Holding 100% usD

(registered in England and shares company

Wales)

The company owns beneficial interests in certain overseas oll and gas assets, whilst the legal itle I1s
vested in subsidiary undertakings The activities of these subsidiaries are included in the financial

statements of the company

In the epinion of the directors, the value of the company’s iInvestments in subsidianes (including amounts
owed by them to the company)} 1s not less than the amount at which they are included n the financial

statements

Cost
At 1 January
At 31 December

Net book value
At 31 December

2010 2011
$ muthon $ miilion
736 4 736.4
736 4 736.4
736 4 7364
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19

Investments (continued)

Through Eni Ol Holdings BV, the company has an indirect interest in the ordinary share capital of Eni
Dacion B V , a company which owns a share in the Dacion hydrocarbon basin, sanctigned by the Dacwon
Operating Agreement {DOA)

Deferred tax
Deferred tax 1s calculated in full on temporary differences using a tax rate of 62% (2010 - 50%) 1n respect

of nng fence activity and 25% (2010 - 28%) in respect of non ring fence activity The movement on the
deferred tax account 1s as shown below

2010 2011

$ miliron $ million
At 1 January (2 0) 20
Credit to income statement (78 {20.4)
Charge to equity 118 -
At 31 December 20 (18.4)

Deferred tax assets and liabilities are only offset where there 1s a legally enforceable nght of offset and
there 1s an intention to settle the balances net The movements in deferred tax assets and habilities during
the period are shown below

2010 2011

Accelerated Accelerated

Deferred tax habtlities capital capital

allowances allowances

$ mulhon $ million

At 1 January 946 86.2

Charged / (credited) to iIncome statement (84) 9.8

At 31 December 86 2 96.0

Included in discontinued operaticns {note 12 ) (25) -
Deferred tax liabilities in respect of continuing

operations at 31 December B37 96.0
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18 Deferred tax (continued)

Deferred tax assets

2010 2011
Decomrmissioning Decommissioning
$ million $ milllon
At 1 January 806 84 2
Credited / (charged) to iIncome statement 36 302
At 31 December 84 2 114 4
Included in discontinued operations (ncte 12) (0 5) -
Deferred tax liabilities in respect of continuing
operations at 31 December 83.7 114.4

All deferred tax assets are available for offset against the deferred tax habilities above with the
exception of the deferred tax asset on the decommissioning provision This gives a net deferred tax
hability of $96 mithion (2010 $83 7 millhion)

The deferred tax asset relating to decommissioning 15 $114 4 milhon (2010 $83 7 milhon) and s
disclosed as a non- current asset

Duning 2011, the UK government announced an intention to reduce tax relief availlable in respect of
decommissioning costs from 62% (being corporation tax rate of 30% and supplementary charge rate of
32%) to 50% (being corporation tax rate of 30% and supplementary charge rate of 20%) This change
was not substantially enacted at halance sheet date If enacted, the legislation will have the effect of
reducing the deferred tax asset by $22 million

Deferred tax

The deferred corporation tax asset calculated at the rate of 25% (2010 - 27%) which was not recognised
in the financial statements amounted to

2010 2011

Unprovided Unprovided

amount amount

$000 $'000

Unrecognised tax losses carned forward - 30,514
Other unrecognised deductible temporary differences - 31,419
- 61,933

In 2010 and 2011, the directors consider that it was unlkely that there would be suitable taxable profits
from which the future reversal of the underlying timing differences could be deducted, therefore the
deferred tax asset was not recognised
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20  Derivative financial instruments

The amounts for commodity contracts and commodity related derivatives are based on forward prnce
curves and are shown below

Amounts recognised in respect of derivative financial instruments;

2010 2010 2011 2011

$ mullion & million 3 million $ million

Assels Liabilities Assets Liabilities

Qutright contracts - 02 - -
- 02 - -

These amounts are disclosed in the financial statements as

2010 2010 2011 2011

$ mithon 5 millon $ million $ mullion

Assels Liabiitties Assets Liabilities

Current habilities - 02 - -
- 02 - -

Fair value adjustments on derivative financial instruments

The following changes n fair value for derivative financial instruments are included within the income
statement of the period including the ineffective part

2010 2011

$ million $ million

Outnght contracts (0 2) 0.2
OIl commodity denvatives - Collars 66 -
64 0.2

The table below shows for each class of financial assets and financial llabilities its fair value/ carrying
value and respective notional amount

Notional amount Fair value/ Carrying Value
2010 2011 2010 2011
$ milfion $ million & muliion $ million
Derivative financial instruments habilities
Outright contract 393 - 02 -
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Trade and other payables

Current

Trade payables
Other payables (*)
Accruals
Deferred income (note 23)
Amounts owed to related parties
Parent company
- Eni S p A - Exploration and Production Division
Affiliate companies
- Eni UK Limited
- Eni International Resources Limited
- Eni Austraba Limited
Third parties

2010
$ millon 2011
Restated $ million
81 2.2
319 22.7
213 24.2
77 3.6
99 4.4
17 1.8
08 0.6
- 0.1
03 0.2
817 59.8

Accruals include $0 4 million (2010 $6 7 milhion) in respect of ‘overlift’ representing the excess of
company’s cumulative production over its cumulative entitlement

The company believes that the carrying amounts are a reasonable approximation to the fair value

(*} A prior year reclassification (note 2) was made in relation to other receivables (note 14) and to other
payables As a result of this other payables are adjusted from $13 4 millicn as previously presented to

%31 9 million

Provisions

At 1 January 2010

Unwinding of discount

Charged to the income statement
Revision of cost estimate

Utilised n the year

At 31 December 2010

Unwinding of discount

Charged to the iIncome statement
Revision of cost estimate
Reversal of provision

Utiised In the year

Disposal

At 31 December 2011

Decommissioning Other
Provision Provisions Total
8 million $ mithon $ million
161 3 37 1650
78 - 78
- 07 07
(14) - (14)
- (19) (19
167 7 25 1702
77 - 77
- 09 09
185 - 185
(6 3) - (63)
(23) (03) (26)
(08) - (08)
184.5 31 187.6

Decommussioning Provision

The estimated cost of decommissioning at the end of the producing lives of North Sea fields s based
upon engineering estmates and expert reports Provision 1s made for the estimated decommissioning
costs at the balance sheet date, discounted at a rate of between 3 03% - 4 09% (2010 — 460% -
5 27%) to its present value The charge to the income statement represents the unwinding of the
provision These liabilities are currently estimated to crystallise in 2017 and 2021
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24

Provisions (continued)

Decommissioning Provision {continued)
During the year, the company reversed a prowvision of $6 3 million in respect of an exploration field as an
affilate company 1s liable for the decommissioning of the field

Other provisions

At 31 December 2011 the provision in relation to insurance premiums was $nil (2010 - $nil} Included In
the other provisions of $3 1 milion 15 $2 9 milion (2010 - $2 5 milion) relating to the defined pension
scheme liability, see note 30

Deferred income

2010
& mullion 2011
Restated $ miilion
Liverpoo! Bay deferred income (*) 36 -

Deferred income relates to prepayments received under gas sales contracts The income s credited to
the iIncome statement, according to a release profile based on a 10% nominal discount factor applied on
the iniial histortcal value of $221 7 milhion from 1 January 1999 and wali be fully recognised in 2012

(") A prior year reclassification (note 2) was made in relation to the Liverpool Bay deferred income As a
result of this $7 7 milhon was reclassified to current habities, as of 31 December 2010

Share capital

2010 2011
$ muiion $ million
Autharised and fully paid at 31 December
200,010,000 ordinary shares of £1 each 3105 -
Issued and fully paid at 31 December
200,010,000 ordinary shares of £1 each 3105 310.5

(*) On 15 June 2011, the company adopted new Articles of Association which alse amended those
provisions of the Memorandum of Association which by virtue of s 28 of the Companies Act 2006
form part of the Articles of Association, including the removal of the Authorised Capttal clause

The company’s objectives when managing capital are to safeguard the company’'s ability to continue -
as a going concern in order to provide returns for the shareholder and to mamtain an optimal capital
structure to reduce the cost of capital In order to maintain or adjust the capital structure, the company
may ad)ust the amount of dividends patd to its shareholder

The company regularly reviews its capital structure on the basis of its expected capital requirements
in order to achieve the defined strategic objectives and manages its capital accordingly The
company’s capntal structure fully satisfies its caprtal requirements and the company has no necessity
nor intention of altering the current position

The capital structure of the company 1s presented in the balance sheet Short and medium-term
funding requirements are managed through the use of an intercompany faciity with Eri Finance
International S A (formerly Eni Coordination Center S A) Longer term funding or funding for a
particularly large transaction may be sourced from a combination of using the existing facility with Eni
Finance International S A (formerly Eni Coordination Center S A ), parent or affilated company loan,
suitable long-term instruments, such as loans from third party, or by raising additional equity
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25 Share premium

2010 2011
$ miflion $ million
At 1 January and 31 December 3220 322.0

26 Retained earnings ~ Foreign currency translation reserve

Retained earnings include the following amounts resulting from the translation of foreign operation’s

results
2010 2011
$ miliion $ million
At 1 January 49 5 65.8
Currency translation on foreign operations 16 3 -
Elimination of translation reserve due to change in functional
currency {a) - (65.8)
At 31 December 658 -

(a) As noted in the directors report, due to change in functional currency of the company from Sterling to US
Dollars exchange differences which arcse in prior years on translation of the company's foreign
operation’s results from US Dollars to Sterling presentation currency and were recognised in other
comprehensive Income as translation reserve are now eliminated

27 Cash flow hedge reserves

2010 2011

$ milion $ million

At 1 January (11 8) -

1l commodity derivatives — collars 118 -

At 31 December - -

28 Capital contribution

2010 2011

$ million $ million

At 1 January and 31 December 332 2 -

On 30 November 2011, the company transferred its capital contnbution reserves of $332 2 million to its
retained earnings
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29 Commitments and contingencies

30

2011 2012
& miflion $ million
At 31 December 58 5 60.7

As a member of consortia, the company 1s committed to pay its share of costs of development In addition
to development expenditure, the company I1s committed to pay its share of the costs of exploration which
may Involve capital expenditure The above represents oll and gas expenditure that ts contracted but
unprovided in the financial statements

The UK tax authonty opened an enquiry disputing the tax treatment of compensation received by the
company following a mediaticn settlement in 2003 In this regard, the tax auvthonty has proposed that the
amount allocated to interest be classified and taxed as a receipt subject to nng fence corporation tax and
supplementary charge at the marginal rate of 50% In the event of a settlement on this basis, the total tax
and interest payable would be approximately $7 7 million No provisicn i1s included in the accounts In
respect of this contingent hability

Pension Scheme

The company sponsors the Eni Indonesia Limited Retirement Benefits Scheme which 1s a defined benefit
arrangement The scheme i1s an unfunded obligation and does not have any plan assets The company
carres the obligation In its balance sheet as per the actuanal evaluation carried out In accordance to IAS
19 at 31 December 2011 by a qualified independent actuary

The principal assumptions made by the actuaries were

2010 2011

% %

Rate of compensation increase 1200 12.00
Discount rate 950 8.50
Inflation assumption 6 00 5.50

For the purpose of evaluaticn the mortality table used in 2011 and 2010 was Indonesian Mortalty Table
{TMI'99) The average life expectancy of a 58 year old in 2011 was 8 21 (2010 — 8 20} years Medica! cost
trend rates were considered to have no matenal impact to the evaluation of 2011 and 2010 results

Pension and other post-retirement obligations

The amounts recogrised in the balance sheet are determined as follows

2010 2011

$ mullion $ million

Present value of unfunded obligations (37 (3.3)
Unrecognised net actuanal loss 12 04
Net liability recognised in the balance sheet (note 22) (25) (2.9)
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30 Pension Scheme {continued)
Pension and other post-retirement obligations (continued)

The amounts recognised in the income statement are as follows

2010 2011
$ million $ million
Current service cost 05 0.5
Interest cost 02 0.3
Amortised net actuanal loss 02 0.1
Total 09 0.9
Analysis of the movement of benefit obligation
2010 2011
$ milkion $ million
Benefit obligation at 1 January 25 3.7
Current service cost 03 0.5
Interest cost 03 0.3
Actuanal gain 05 (0.7)
Benefits paid directly by the employer (€2) (0.4)
Exchange 03 (0.1)
Benefit obligation at 31 December 37 3.3
Analysis of the movement in the balance sheet liability
2010 2011
$ million $ million
At 1 January 17 (2.5)
Total expense as above (0 8) (0.9)
Contributions paid 02 04
Exchange (02) 0.1
At 31 December (2 5) {2.9)

In 2011 the company expects to pay contributions into the plan amounting to $434,000 (2010 - $365,000)

Historical analysis of pension scheme

2007 2008 2009 2010 2011
3 $ 3 5 $
million rmulhon million million million
Expenence loss / gain as percentage of
present value of plan cbligations 0% 14% 15% 12% 0%
Fair value of plan obligations {(11) (19 (2 5) (37) (3.3)

38




ENI ULX LIMITED

NOTES TO THE FINANCIAL STATEMENTS

31 Market risks
Foreign exchange rate risk

Exchange rate nisk derives from the fact that the company's operations are conducted in currencies other
than the US Dollar (in particular Pounds Sterling, Euro and Indonestan Rupiah (IDR)) and due to the time
lag existing between the recording of costs and revenues denominated in currencies other than the
functional currency and the actual time of the relevant monetary transaction (transaction exchange rate
nsk) The transaction exchange rate nsk ansing from payables, receivables and accruals in currencies
other than the functional currency, 15 not considered to be matenal due to the fact that these will be
realised within 30 days Generally speaking, an appreciation of the Sterling versus the US Dollar has a
positive impact on company's results of operations, and vice-versa Effective management of exchange
rate nisk 1s performed at the Group level, within the central finance department which matches opposite
positions of the Group operafing subsidiaries and hedges net positions ustng derivatives (such as
currency swaps, forwards and options) At the balance sheet date the company does not hold any
denvative instruments designed to manage exchange rate nsk Commodity denvatives based on
currencies other than the functional currency are subject to exchange rate nsk, as thewr realisation time
scenario I1s greater than 30 days An analysis of this nsk 1s set out below

At 31 December 2011, if the USD had weakened by 10% against Sterliing with all other varniables held
constant, post-tax profit for the year would have been $4,122 875 higher (2010 - $6,051,835 higher),
ansing as a result of financial assets being held in Sterling Net equity would have been $4,122,875 (2010
- $6,051,835 higher )

At 31 December 2011, if the US Dollar had weakened by 10% agamst the IDR with all other variables
held constant, post-tax profit for the year would have been $3,745,839 higher (2010 - $2,718,574 higher)
Net equity would have been $3,745,839 higher (2010 - $2,718,574 higher)

Interest rate risk
Variations in interest rates affect the market value of financial assets and liabilities of the company As
with exchange rate nsk, the company works in conjunction with the specialised finance companies of the

Eni S p A group to mitigate interest rate nsk at a group level The company does not consider this a
matenal nsk as it has no financial debts and no investments in interest bearing instruments
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Business risk
Commodity risk

The company’'s results of operations are affected by changes in the prices of commodities A
decrease In oll, gas and product prices generally has a negative impact on the company’s results of
operations, and vice versa In order to hedge commodity risk, the company uses dernvatives traded
on the organised markets of ICE and NYMEX (futures and options) and derivatives traded over-the-
counter (swaps, forwards and contracts for differences, with the underlying commodities being crude
oll) Such dervatives are recognised at far value cn the basis of market prices provided from
specialised sources such as broker and pricing service

The guidehnes of the Emi S p A Group for the management of commodity nisk contain mits to the
price risk deriving from trading activites Coordination in this area 1s carned out by & commaodity nsk
assessment team operating at the Eni S p A Group level The company does not have any significant
outstanding financial instruments including derivatives

Liquidity risk

Liguidity nsk 1s the nsk that suitable sources of funding for the company's business activities may not
be avallable The company has access to a wide range of funding at competitive rates through the
capital markets and banks The company beleves it has access to sufficient funding to meet currently
foreseeable borrowing requirements

Effective management of the liquidity nsk has the objective of ensuring the availability of adequate
funding to meet short term requirements and due obligations as well as the objective of ensuring a
sufficient level of flexibility in order to fund the development plans of the company’s businesses

The table below analyses the company’s financial iabilities into relevant maturity groupings based on
the remaining period at the balance sheet to the contractual matunty date The amounts disclosed In

the table are the contractual undiscounted cash flows Balances due within 12 months equal therr
carrying balances as the impact of discounting 1s not significant

There are no balances over 12 months

Less than one year

As at 31st December 2011 $ milhon
Outnght contract -
Trade and other payables 356
As at 31st December 2010

Qil commodity derivatives — collars 02
Trade and other payables 60 4

Operation risk

The company’s activities present industrial and environmental nsks and are therefore subject to
extensive government regulatigns concermning environmental protection and industrial securnty The
broad scope of these activities involves a wide range of operational nsks such as those of explosion,
fire or leakage of toxic preducts, and production of non brodegradable waste

All these events could possibly damage or even destroy wells as well as related equipment and other
property, cause Injury or even death to persons or cause environmental damage In addition, since
exploration and production actvities may take place on sites that are ecologically sensitive, each site
requires a specific approach to mimmise the impact on the related ecosystem, biodiversity and
human health
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33 Fair Value

The company 1s required as per IFRS 7 ‘Financial Instruments Disclosures’ to disclose fair value
measurements by level of the following farr value measurement hierarchy

Quoted prices (unadjusted) In active markets for identical assets or habilties (level 1)
Inputs other than quoted prices included within level 1 that are observable for the asset or
hability, either directly (that 1s, as prices) or indirectly (that s, derived from prices) (level 2)

+ Inputs for the asset or liability that are not based on observable market data {that 1s,
unobservable inputs) (level 3)

The following table presents the company's assets and labilites that are measured at farr value at 31
December 2011

31 December 2011
$mulhion
Level 1 Level 2 Level 3

Financial liabilities at fair value
through profit or loss:

- Trading derivatives - - -
Total - - -

31 December 2010

$mullion
Level 1 Level 2 Level 3
Financial habilities at fair value through
profit or loss
- Trading derivatives - 02 -
Total - 02 -
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