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BANCHORY EXPLORATION LIMITED

Directors’ Report

The directors present their report and financial statements for the year ended 31 December 2009

Principal Activities and Business Review
The Company’s pnncipal activity 1s that of a holding company

Durng the year the Company did not trade, and as such made neither profits nor losses (2008 $nil) There were no
movements in cash and cash equivalents dunng the year, or pnor year, therefore a Statement of Cash Flows has not been
presented No dwvidend has been paid or declared in respect of the year ended 31 December 2009 (2008 $nil)

Principal Risks and Uncertainties
The prncipal nsks and uncertaintes facing the Company denve from holding an investment, where the value of its
investment 1s ulimately dependent on the performance of its associate

Directors
The Directors who held office dunng the year and subsequently are as follows

J M Brown
S J Thomson
M J Watts

Charitable and Political Donations
The Company did not make any chantable or political contnbutions dunng the year (2008 $nil)

Disclosure of Information to Auditors

The directors of the Company who held office at 31 December 2009 confirm, as far as they are aware, there 1s no relevant
audit wnformation of which the Company's auditors are unaware In making this confirmation, the directors have taken
appropnate steps to make themselves aware of the relevant audit information and that the Company’s auditors are aware of
thts information

By Order of the Board

Ponean Adnd

Duncan Wood
Secretary

5th Floor, Condor House
10 St Paul’'s Churchyard
London EC4M 8AL

19 July 2010




BANCHORY EXPLORATION LIMITED

Directors’ Responsibility Statement

The directors are respensible for prepanng the Directors' Report and the Company financial statements in accordance with
apphicable United Kingdom law and those IFRSs as adopted by the EU

The directors are required to prepare the Company financial statements for each financial year which present fairly the
financial position of the Company and the financial performance and cash flows of the Company for that penod In prepanng
the Company financial statements, the directors are required to

select suitable accounting poficies in accordance with 1AS 8 Accounting Polices, Changes in Accounting
Estimates and Errors and then apply them consistently,

present information, including accounting policies, 11 a manner that provides relevant, rehable, comparable and
understandable information,

provide additional disclosures when comphance with the specific requirement in IFRSs 1s msufficient to enable
users to understand the impact of particular transactions, other events and conditions on the Company's financial
position and financial performance, and

state that the Company have complied with IFRSs, subject to any matenal departures disclosed and explained in
the financial statements

The directors confirm that they have complied with the above requirements in prepanng the financial statements

Each of the directors, whose names are hsted on page 2 confirms to the best of hus knowledge that

The financial statements give a true and fair view of the assets, habihties, financial positton and profit or loss of the
Company, and

The Directors Report includes a fair review of the development and performance of the business and the position
of the Company, together with a descnption of the principal nsks and uncertainties that it faces

The directors are responsible for keeping proper accounting records, which disclose with reasonable accuracy at any time
the financial position of the Company and enable them o ensure that the Company's financial statements comply with the
Companies 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 rregulanties




INDEPENDENT AUDITOR'S REPORT

TO THE MEMBERS OF BANCHORY EXPLORATION LIMITED (Registered No 5503163)

We have audited the financial statements of Banchory Exploration Limited for the year ended 31 December 2009 which
compnse the Balance Sheet, the Statement of Changes in Equity and the related notes 1 to 7 The financial reporting
framework that has been applied in therr preparation 1s applicable law and International Financial Reporting Standards
{IFRSs) as adopted by the European Union

This report 1s made solely to the company's members, as a bady, 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 auditors

As explained more fully in the Directors’ Responsibilities Statement set out on page 3, the directors are responsible for the
preparation of the financtal statements and for being satisfied that they give a true and fair view Cur responsibility 1s to
audit 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 obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal misstatement, whether caused by fraud or error
This includes an assessment of whether the accounting policies are appropnate to the company’s circumstances and have
been consistently appled and adequately disclosed, the reasonableness of significant accounting estimates made by the
directors, and the overall presentation of the financial statements

Opinion on the financial statements

In our opinion the financial statements
« give a true and fair view of the state of the company’s affairs as at 31 December 2009
» have been properly prepared in 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 epimion the infermaton given in the Directors’ Report for the financial year for which the financial statements are
prepared 1s 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 received 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

Ta~el “"‘A’“w? ot

lan James McDowall (Semor statutory auditor)

for and on behalf of Emst & Young LLP, Statutory Auditor
Glasgow

20 July 2010




BANCHORY EXPLORATION LIMITED

Balance Sheet
As at 31 December 2009

Notes 2009 2008
$ $

Non-current assets
Investments 4 - -
Total assets - .
Net assets - -
Called-up share capital 5 129,025 129,025
Fereign currency translation reserve 1,040 1,040
Retained earnings {130,085) {130,065)

Total equity

Signed on behalf of the Board on 19 July 2010

Jann Bpown
Directo




BANCHORY EXPLORATION LIMITED

Statement of Changes in Equity
For the year ended 31 December 2009

Foreign

Currency
Equity Retained Translation Total
Share Capital Eamings Reserve Equity
$ 3 $ $
At 1 January 2008 129,025 (130,065} 1,040 -
Result for the year - - - -
At 1 January 2009 129,025 (130,065) 1,040 -
Result for the year - - - -
At 31 December 2009 129,025 {130,065) 1,040 -




BANCHORY EXPLORATION LIMITED

Notes to the Accounts

1
a)

b)

c}

d)

Accounting Polictes

Basis of preparation

The financial statements of Banchory Exploration Limited (*the Company”) for the year ended 31 December 2009
were authonsed forissue in accordance with a resolution of the directors on 19 July 2010 The Company’s business
activitres, together with the factors likely to affect its future development, performance and positon are set out In the
Business Review on page 2 The financial posthion of the Company 1s presented in the financial statements and
supporting notes

Although the Company does not hold any assets as at 31 December 2009, the Company’s ulhmate parent company,
Caim Energy PLC, has confirmed it will make available sufficient funds to allow the Company to meet its labilities as
they fall due for the next twelve months Hence these accounts have been prepared on a going concemn basis

The Company 1s incorporated and domiciled in the United Kingdom The registered office 1s located at 5th Floor,
Condor House, 10 St Paul's Churchyard, London EC4M BAL

The Company prepares its accounts on a histoncal cost basis Where there are assets and habilities calculated on a
different basis, this fact 1s disclosed in the relevant accounting policy

Accounting standards

The Company prepares its accounts in accordance with applicable Intemational Financial Reporting Standards
{'IFRS') as adopted by the EU The Company’s financial statements are also consistent with IFRS as 1ssued by the
International Accounting Standards Board ('|ASB')

For the year ending 31 December 2009, the Company has adopted the following standards and interpretations

Title Change to accounting policy Impact on initial application

IAS 1 'Presentation of Teminology changes and changesto  The Company now presents the Statement
Financial Statements the format and content of the of Changes in Equity as a pnmary
(revised) Company's pnmary statements statement

Other amendments to IFRS effective dunng the year but with no impact on the accounting policies, financial position
or performance of the Company were as follows
- IFRS 2 'Share-based Payments (revised)',
- IFRS 7 'Financial Instruments Disclosures (amendments)’,
- 1AS 23 'Borrowing costs (revised)’,
- |AS 27 '‘Censolidated and Separate Financial Statements (amendmentsy,
- IFRIC 9 'Reassessment of Embedded Denvatives and IAS 39 'Financial Instruments Recogmition and
Measurement (amendments),
- |AS 32 ‘Financial Instruments Presentation (amendments)’ and IAS 1 ‘Puttable Financial Instruments and
Obligations Ansing on Liguidation {amendments)’,
- IFRIC 13 'Customer Loyalty Programmes’,
- IFRIC 16 'Hedges of a Net Investment in a Foreign Operation’, and
- IFRIC 18 'Extnguishing Liabiities with Equity Instruments’

No other IFRS as 1ssued by the IASB which are not yet effective are expected to have an impact on the Company's
financial statements

Presentation currency

The functional currency of the Company 1s Pounds Stering (£) The company presents its accounts in US Dollars ()
because it 1s deemed to be more appropnate to present the financial statements in line with the functional currency of
the majonty of the Group

The Company's policy on foreign currencies I1s detalled in note 1(g)

Investments

The Company's investment in its associates is camed at cost less provisions resulting from impaiment The
recoverable value of investments 1s the higher of its far value less costs to sell and value 1n use Value In use 1s
based on the discounted future net cash flows of the oii and gas assets held by the associate

Discounted future net cash flows for IAS 36 purposes are calculated using an estimated short and long-term ol pnce
of $65/bbl (2008 short-term of $50/bb), long-term of $65/bbl) or the appropniate gas price as dictated by the relevant
gas sales contract, escalaton for pnces and costs of 3%, and a discount rate of 10% (2008 3% and 10%
respectively) Forecast production profiles are determined on an asset by asset basis, using appropnate petroleum
engineenng techniques




BANCHORY EXPLORATION LIMITED

Notes to the Accounts (continued)

1

°)

a)

h)

Accounting Policies (continued)

Equity
Equity instruments 1ssued by the Company are recorded at the proceeds received, net of direct Issue costs, allocated
between share capital and share premium

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

The current tax 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 deductble in other years and it further
excludes items that are never taxable or deductible The Company's lability for current tax I1s calculated using tax
rates that have been enacted or substantively enacted by the Balance Sheet date

Deferred tax s the tax expected to be payable or recoverable on differences between the camying amounts of assets
and liabilites In the financial statements and the corresponding tax bases used in the computation of taxable profit

Deferred income tax habilities are recogrised for all taxable temporary differences except in respect of taxable
temporary differences associated with investments in subsidianes, associates and interests in Joint Ventures where
the timing of the reversal of the temporary difference can be controlled and it 1s probable that the temporary difference
will not reverse in the foreseeable future A deferred iIncome tax hability 1s not recegnised (f a temporary difference
anses on intbal recognition of an asset or hability in a transaction that 1s not a business combination and, at the tme of
the transaction, affects neither the accounting profit nor taxable profit or loss

Deferred iIncome tax assets are recognised for all deductible temporary differences, carry forward of unused tax
assets and unused tax losses, to the extent that it 1s probable that taxable profits will be avallable against which the
deductible temporary differences, carry forward of unused tax assets and unused tax losses can be utilised, except
where the deferred income tax asset relating to the deductible temporary tming difference anses from the inibial
recognition of an asset or lability in a transaction that 1s not a business combination and, at the time of the
fransaction, affects nesther the accounting profit nor taxable profit or loss  In respect of deductble temporary
differences associated with investments in subsidianes, associates and interests in Joint Ventures, deferred tax
assets are only recognised to the extent that it 1s probable that the temporary differences will reverse in the
foreseeable future and taxable profits will be available against which the temporary differences can be utilised

The carrying amount of defemed income tax assets are 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 all or part of the deferred
mcome tax asset to be utiised

Deferred tax assets and habihties are measured at the tax rates that are expected to apply in the penods in which the
asset 1s realised or the hiability 1s settled, based on tax rates and laws enacted or substantively enacted at the Balance
Sheet date

Deferred tax assets and habiliies are only offset where they anse within the same entity and tax junsdictton and the
Company intends either to settle on a net basis, or to realise the asset and settle the liabiity simultaneously

Foreign currencies

The Company translates foreign currency transactions into the functional currency at the rate of exchange prevailing
at the transaction date Monetary assets and habilities denominated in foreign currency are translated into the
functional currency at the rate of exchange prevailing at the Balance Sheet date Exchange differences ansing are
taken to the Income Statement except for those incurred on borrowings spectfically allocable to development projects,
which are capitalised as part of the cost of the asset

The Company maintains its accounts in the functional currency, £ The Company translates the accounts into the
presentaton currency, $, using the closing rate method for assets and lhabiliies which are translated into § at the rate
of exchange prevaling at the Balance Sheet date and rates at the date of transactions for Income Statement
accounts Exchange differences ansing on the translation of net assets 1s taken directly to reserves

Key estimations and assumptions

The Company has used estimates and assumptions in amving at certamn figures within the financial statements The
resulting accounting estimates may not equate with the actual results which will only be known in tme Those areas
believed to be key areas of estimation are noted below, with further details of the assumptons used listed at the
relevant note

Impairment testing

Discounted future net cash fiows for IAS 36 purposes are calculated using commodity pnce, cost and discount rate
assumptions on forecast production profiles  See note 1{d) for further details
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ANCHORY EXPLORATION LIMITED

Notes to the Accounts (continued)

2

5

Auditor's Remuneration

The Company's auditor's remuneration of $4,698 (2008 $4,388) has been bome by the intermediate parent company
Capncomn Energy Limited  Auditor's remuneration for other services 1s disclosed in the financial statements of Cam
Energy PLC, the uftmate parent undertaking

The Company has a policy in place for the award of non-audit work to the auditors which, in certain circumstances,
requires approval by the Audit Committee of Caim Energy PLC, the ultimate parent undertaking

Taxation

The company 1s a UK tax resident There 1s no current or deffered taxation in the year because the Company has had
no transactions (2008 $nl)

Investments
Total
$
Cost
At 1 January 2008, 1 January 2009 and 31 December 2009 130,065
Impairment
At 1 January 2008, 1 January 2009 and 31 December 2009 (130,065)
Net book value at 31 December 2008 and 2009 -

Detauls of the pnmary investments in which the Company held 20% or more of the nomenal vatue of any class of share
capital are as follows

Proportion of
voting rights

Principal Country of Country of and ordinary
activity incorporation operation shares
Plectrum Onl Limited Exploration England and Wales Scotland 49 9%

Share Capital

Ordinary shares of £1 each
Authonised ordinary shares

At 31 December 2008 and 2009 65,000

2009 2008
Number of Number of
shares $ shares $
Allotted, 1ssued and fully paid ordinary shares
Ordinary shares of £1 each 65,000 129,025 65,000 129,025

Related Party Transactions

The Company's pnncipal subsidiary 1s hsted in note 4 The Company did not make any transactions in the ordinary
course of business with an entity under common control (2008 $nuf}

Ultimate Parent Company

The Company 1s a subsidiary of Plectrum Oil and Gas Limited The Company's ultimate parent company 1s Caim
Energy PLC, registered in Scotland, whose pnncipal place of business is at 50 Lothian Road, Edinburgh, EH3 9BY

Coples of Caimn Energy PLC’s financial statements are available to the public and may be obtained from the above
mentioned address




