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Chief Executive Officer’s Review

Welcome to Cuadriltas Annual Financial Statements for 2012

As lwrite this, one year after beginning as CEG of Cuadnilla 1t1s clear that the numbers in this report are only
part of our story

Recently we made two announcements Firsily, we announced that Centrica 1s investing in our Lancashire
licence area Secondly, we announced the appamntment of Arup the international engineering and design
consultancy as independent provider of Environmental Impact Assessments ( EIAs) to be conducted as part of
our planning applications to explore for natural gas from shale in Lancashire

These announcements are significant evidence of both what we have achieved and the challenges of the
journey ahead not Just for us, but the sector as a whole

The investment in the Bowland hicence area by Centrica reflects the cansiderable geological and technical
progress made and also the socio-pobitical progress

The appaintment of Arup to conduct the EIA process reflects not only their wadely recogrised technical rigour
and expertise In environmental assessments, but also their approach to consultation and engagement with
communities

When we set out to explore our licence areas In the UK Hotland and Poland, we set out to create a corporate
culture of excellence that will hetp to win the confidence and trust of national and local leadership and
Cuadnllas neighbours in the community Animportant element of that culture s warking with partners and
companies who share our values and commitments and Centrica and Arup are both outstanding examples in
this regard

2012 was a productive year for us, In spite of relatively low drilling activity We continued our analysis of the
Bowland shale formation based on results of the 3D seismic survey completed in the summer of 2012 This
has given us increasing confidence about the huge quantity of naturak gas i place the quality of the shale,
and also helped us toimprove the process of exploration site selection We successfully established the basis
for ElAsin Holland where we have very promising exploration licences and also acquired a new exploration
licence in Poland We further developed our nsk management processes and worked with OnV the global risk
management firm to ensure these processes are consistent with global industry best practice

Importantly, in December 2012 the Department for Energy and Chimate Change ended an 18-manth
moeratanium on hydraulic fractuning tn the UK

We all have a lot to gain from being therough about the process of building consent for shale exploration and
extraction by systematically identifying and addressing nisks We strongly belteve that local communities and
the UK as a whole will benetit hugely from future production of indigenous UK shale resources and that these
resources can be exptored for and extracted safely and responsibly

As Cuadrilla's CEQ | give these firm commitments to fully comply with regutation and industry best practice, to
work with local commumties, keeping them mformed before, during and after each aperation, and to do all in
Cuadrilla’s power to complete exploration and extraction in a safe and environmentally respensible manner as
we discaver the full extent of the resource and reserve oppartunity wherever we operate

/\_,-—-‘——-\._—-

Francis Ega
Chief Executive Officer
25 July 2013
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Financial Review

During 2012, the principle focus of Cuadrilla s activities has remained the Bowland basin in
Lanchashire, a hugely significant resource The Group caprtalised exploration and evaluation costs of
$22 Tmduring the year {2011 $23 7m), relating principally to the acquisition of 3D seismic data for the
Bowland licence area

Cuadrilta remains debt free and 1s financed by its shareholders The Company carried out six equity
funding rounds in 2012 and a total of $55 5m of share capital was 1ssued to existing shareholders As
at 31 December 2012, the Company was jaintly controlled by its shareholders as follows

+  Lucas{437%)
e Rwverstone {43 7%}, and
* Managementteam and employees {12 6%)

During 2012 the Group incurred operating and administrative costs of $29 2m ($12 3m) This was higher than
previous years as we continue to strengthen our management team to safely and effectively execute our
business plan

It remains a major objective of the Company to merease the proportion of our expenditure with Lancashire-
based businesses to ensure that the tocal community beneiits economically from exploration activities being
undertaken We expect actiities i Lancashire to develop significantly in coming years and would ke to see
Lancashire become a hub tor the nascent shale industry in Europe replicating the effects on Aberdeen of the
offshore oil and gas ndustry

Much local expenditure has to date been hmited to service industries with far example, providers of
temporary accommodation being a prime example of where money 1s currently being spent But as the
market — and our operations — expand we anticipate that manufactunng industnes will alse benefil teading to
arnise mn local employment

Andrew Price
Company Secretary and Chief Financial Officer
25 July 2013
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Directors’ Report

The directors of Cuadrilla Resources Holdings Limited
{the “Company”} present their directors’ report and the audited
financial statements for year ended 31 December 2012

Principal activities
The principal actwity of the Company 1s a holding company of a greup of subsrdiaries
that are involved in the exploratton and appraisal of onshore oit and gas projects in
Europe and services related thereto

Results and proposed dividends
The results for the year and the Groups financial position as at the year end
are shown in the attached financial statements The Directors do not recommend
the payment of a diidend

Business review
Duning 2012 Cuadnlla undertook a 3D seismic data acquisition programme
to consolidate 1ts understanding of the subsurface of the Bowland licence area
Given the substantial and naticnal significance of this find the Group has incurred
expenditure during the year to strengthen the management team to facilitate the
Groups plans in further explonng and developing this resource

Post balance sheet events
Seenote 23
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DIRECTORS’ REPORT

Principal risks and uncertainties

Asan ol and gas exploratton group Cuadrnilla is exposed to and manages a vanety
of risks The key risks are assessed as follows

+ Exploration and appraisal risk 1s mitigated by seeking to develop a diverse
portfolio of assets in known hydrocarbon producing regions in palitically stable
European countries The assessment of resources and reserves s inherently
uncertain and this risk 1s managed by the collection and extensive analysis of
geological and seismic data, geomechanical studies, physical and chemical
laberatery anatyses and reservorr engineenng data The Group has developed
1ts own team of professional in-house experts and seeks external support from
experienced consultants

¢ Legislation nsk ~ Through its dnlling completion hydraulic fracture stimulation
and well testing operations the Group I1s exposed to planning, licensing
regulatory, environmental and other legislative risks Although a robust
legistative framewark 15 1n place, the challenge 1s 1n ensuring the co-ordination
between all requlators for effective and efficient regulation of our operations
The Board places considerable importance on maintaining the highest standards
of complance and developing successful working relationships with lecal and
national government authonties

* Liquidity nskis managed by the Board who review the Groups cash flow forecasts
ta satisfy themselves that the Group will be abte to meet its external liabilities
as they fall due and that required monetary injections from shareholders are
identified and available as required

* (Capital and funding r1sk - The Group 1s exposed to capital risk as currently the
Group has no borrowings and 1s 100% equity financed The capital structure 1s
manitored by the Board to ensure that (t meets the business plan Fundingnskis
addressed by seeking to pariner with globally accomplished operating partners

* Currency interest rate and credit nsks — The Board does not consider that these
risks are significant at this stage
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Going concern

The statutory accounts have been prepared on a going concern basis, which the directers believe to be
appropriate

Management have reviewed the forecast cash requirements of the Group tor the 12 months fotlowing the
date of approval of these financial statements and have satisfied themselves that the Group will be able to
meet external labitities as they fall due and that the required monetary injections have been dentited and are
available should they be needed

Employees

Cuadrilia employed an average of 35 people during 2012 (2011 20 people) and I1s an equal opporiunibes
employer The head office 1s in Lichfield and provides a base for staff and consultants to meet There are also
offices in London Blackpool the Netherlands and Poland

Directors
The directors who held office during the year and subsequently were as follows

Non Executive directors

Lord John Browne of Madingley

Allan Campbell

Roy Franklin Appomnted 24 fon 2012
Anthony Kelly

N John Lancaster Jr

Haroun van Hévell tot Westerflier

Executive directors

Francis Egan Chief Executive Officer  Appointed 9 July 2012
Anthony Carruthers Cammercial Director Appointed 19 April 2G12
Andrew Quarles van Ufford Exploration Director Appointed 21 May 2013
Resigned
Mark Miller Executive director Resigned 2B Feb 2013
Mark Tenkin Non executive dwector  Resigned 17 Jan 2012
Dennis Carlton Executve director Resigned 16 Feb 2013
Page 7
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DIRECTORS" REPORT

Directors and officers indemnity insurance
The Company maintains insurance cover in respect of tegal actions against
its Directors and officers

Palitical and charitable donations
Chantable and community related donations totatled $34 000 duning the year
{2011 522 000} There were no political denations made by the Group In the
current or prior year

Financialinstruments
The Group holds no financial instruments outside of cash and receivables
The policies for financial risk management are disclosed in note 19

Disclosure of information to the auditor
The directors who held office at the date of approval of this directors’ repert
confirm that, so far as they are each aware, there 1s no relevant audit information of
which the company s auditor 1s unaware and each director has taken all the steps
that he ought to have taken as a directar to make himself aware of any relevant
audit information and to establish that the company’s auditor 1s aware of that
infermation

Auditor
Pursuant te Sectton 487 of the Companies Act 2006, the auditor will be deemed 10
be reappomted and KPMG LLP w| re contrnue In office

On behalt of the board 25 Juty 2013

Andrew Price
Company Secretary
Cuadrilla House, Stowe Court
Stowe Street, Lichfield, Staffordshuire W513 6AQ
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Francis Egan
Chief Executive Officer

Francis has over 28 years of
diverse intermational expenence
working in engineening and
management roles in the
upstream oil & gas industry Prior
to poining Cuadrilla as CEQ i July
212 Francrs worked n Houston
as President of Production for
BHP Billiton Petroleum,

MANAGEMENT TEAM

Tony Carruthers
Commercial Director

Teny has over 30 years of
experience i the oil and gas
mdustry including 25 years
spent with BP prior 1o Joining
Cuadrilla Tony holds an MA
and MEng from the Umversity
of Cambridge and a MBA from
the Unwersity of Warwick He
15 a Fellow of the Institute of
Chermical Engineers

Matt Lambert
Govemment and Public
Affaws Director

Matt has some 25 years of
expenence in public affairs

and government relations
waorking for or advising major
companies on their corporate
affaws programmes including BT
and Mars Matt spent 12 years
at Microsoft in several roles
mcluding thirector of Corporate

Andrew Quarles van Ufford
Exploraticn Director

Andrew has been exploring

and developing unconventional
resources since 2007 As
Geoscience Manager for Ploneer
Andrew managed the dribng

of over BOO wells in the tight

ol Wotfberry play Rased in
Eurcpe Andrew hasa PhD n
Geology from the Unwversity of
Texas at Austin and a MBA from

Affars Microsoft UK and Director  Northwaestem University
of Government Affairs for

Micrasoft Europe Middle East

and Africa

Andrew Price Enc Vaughan
Chief Financiat Officer
and Company Secretary

Leon Jennings
Well Services Director HSSE Director

Enc has over 30 years of teon has over a decade of

Andrew became Cuadnllas expenence m the dnlling and diverse expenence working

Finanaiat Director at the start well service industry Heis n senior HSE roles mcluding
of 2009 Andrew is a graduate a former US and European senior management positrons
of Oxford University where regional manager for NOWSCO a4 Atkns Group and National
he read Polstics Philosophy Well Service where he managed  Fypress Group prior to Joing
and Economics, atter which significant onshore oilfretd Cuadrilla in Noverber 2011
he qualfied as a chartered service operations Leon has acheeved formal

accountant with Arthur Andersen
n London in 1995 Since then

he has held a number of
mtermnational senior finance roles
with FTSE 100 listed companies

qualifications in HSE including
the NEBOSH Level 6 Diploma in
Occupationat Health and Safety
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CORPORATE GOVERNANCE

The board

The Company s board of directors compnises of three executive directors
and six non-executive directors details of whom are set out on page 7 The
board members have a wealth of industry techmcal and corporate experience
Board meetings are held reqularly, each calendar month and the Shareholders
Agreement sets out a formal schedule of matters which require board approval
ensuring that the board exercises control over all key areas

The statement of directors responsibilibies 1s set out on page 15

Health, Safety and Environment (‘HSE'} Committee

The HSE committee compnises Roy Franklin {as chairman) and Haroun van Hévell
tot Westerilier, both of whom are non-executive directors Roy Frankhin s a
geologist by training and has broad experience from management positions with
BP Paladin Resources plc and Clyde Petroleurn plc  He has strong expertise in HSE
1ssues and received an OBE i 2004 for services to the oil and gas ndustry Francis
Egan (CEC) and Leon Jennings (HSE director) are in attendance at all mgetings
The HSE Commuttee meet at least six times a year and report conclusions and
recommendations back to the board The Commuttee s focus 1s 10 ensunng that
Cuadrllas HSE management system and operating practices are aligned with
requlatory and industry best practice and that Cuadrilia s management team are
implementing those systems and associated work procedures and practices The
Committee provide assurance to the board to ensure that

« HSE nsk1s being proactively identified assessed and appropriately managed

* HSE policy and HSE nisk management framewark s effectively implemented inte
all operations and

« Cuvadrilla s fully compliant with all applicabte HSE legislation permits and
conditions

Audit Committee

At the date of this report the Audit Committee compnises Allan Campbell and
Haroun van HSvell tot Westerflier Francis Egan {CEO) and Andrew Price (CFO and
Company Secretary) are also in attendance at all meetings.

The Committee meet with the external auditor at least twice a year

The Audit Committee has considered the need for an internal audit function and
regards this as unnecessary due to the size and nature of operations at Cuadrilta
There were no non-audit feesin 2012 and the Audit Commitiee 15 satisfied that the
auditors are independent and obyective
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internal controls

The Board has overall responsibility for establishing and maintaining the Groups
system of internal controls and reviewing its effectiveness However any system
of internal controls (s destgned to manage rather than eliminate the nsk of failing
to achreve business cbjectives and can only provide reasonable not absolute
assurance against material misstatemement or loss  The key procedures are

* HSE management system
+ approval by the board of operational plans and budgets

* ongaing review and challenge of the execution of the operational plan
actual and forecast expenditure and cash flows versus the approved budget,

+ approval and review of the operation plan by the Joint Operating Committee
attended by joint operating partners

+ weekly management meetings to review HSE
aperating performance and financial actwittes, and

= recruitment of appropriately experienced
and qualified staff to key management positions

Bribery Act

The Company I1s committed to conducting all of its business in an henest and
ettucal manner and takes a zero-tolerance approach to all forms of bnbery and
caorruption  All employees, contractors consultants and suppliers are required
to act professionally fairly and with integnity n all its business dealings and
relationships wheraver it operates around the world The Company has put in
place appropriate measures to ensure compliance with the Bribery Act 2010,
including indmwidual training and assessment More information on the Anti-
Cosruption and Bribery Policy 15 available on the website

On behalf of the Board

The Lord Browne of Madingley
Chaumman of the Board
25 July 2013
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Statement of directors’
responsibilities 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 regulations

Company law requires the directors to prepare group and parent company hnancial statements
for each financial year Under that law they have elected ta prepare both the group and the parent
company financial statements in accordance with IFRSs as adopted by the EU and applicabte law

Under company law the directors must not approve the financial statements unless they are
satistied that they give a true and fair vew of the state of aftairs of the group and parent company
and of thewr profit or loss for that period In preparing each of the group and parent company
financial statements the directors are required 1o

« select suitable accounting policies and then apply them consistently,
« make judgements and estimates that are reasonable and prudent

+ state whether they have been prepared
In accordance with IFRSs as adopted by the EU and

= prepare the financial statements on the going concern basis
untess It 1s inappropriate to presume that the group and the parent
company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show
and exptain the parent company’s transactions and disclose with reasonable accuracy at any time
the financial position of the parent company and enable them to ensure that its inancial statements
comply with the Compamies Act 2006 They have general responsibility for taking such steps as are
reasonably open to them to safequard the assets of the group and to prevent and detect fraud and
other wregularities
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Independent auditor’s report
to the members of Cuadrilla
Resources Holdings Limited

We have audited the financial statements of Cuadrilla Resources Holdings Limited for the year
ended 31 December 2012 set out on pages 20 to 43 The financial reporting framework that
has beent appbed in ther preparation 1s applicable law and International Financial Reporting
Standards {IFRSs) as adopted by the EU and as regards the parent company finanoal statements
as applied in accordance with the provisions of the Companies Act 2006

This report 1s made solely to the company s members asa 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
aud:it wark, for this report or for the opinions we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsitilities Statement set out on page 15 the
directors are responstble for the preparation of the financial statements and for being satishied
that they give a true and fair view Our responsibility i1s 1o audit and express an opimon on the
tinancial statements in accordance with applicable law and International Standards on Auditing
{UK and Iretand) Those standards require us to comply with the Auditing Practices Board s (APBs}
Ethucat Standards for Auditors

Scope of the audit of the financial statements
Adescription of the scope of an audit of financial statements is provided on the Financial
Reporting Council’s website at www fre org uk/auditscopeukprivate
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Opirion on financial statements

In our opinion

* the financial statements give a true and fair view of the state of the groups and of the parent
companys affairs as at 31 Decernber 2012 and of the groups loss for the year then ended

* the group financial statements have been properly prepared in accordance with IFRSs as
adopted by the EU

» the parent company financia!l statements have been properly prepared in accordance with
IFRSs as adopted by the EU and as applied in accordance with the provisions of the Companies
Act 2006 and

* the finanaial statements have been prepared in accordance with the requirements of the
Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In cur oprmon the information given in the Directors Report for the financial year for which the
financtal statements are prepared $ consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to repart in respect of the following matters where the Cempanies Act 2006
requires us to report to you it in our opinion

» adequate accounting records have not been kept by the parent company, or returns adequate
for our aucht have not been received from branches not visited by us or

* the parent company 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 receved ail the information and explanations we require for our audit

Peter Meehan

Senior Statutory Auditor

ior and on behalf of KPMG LLP Statulory Auditor 25 July 2013
Chartered Accountants

KPMG LLP
One Snowhill, Snew Hill Queensway Birmingham, B4 6GH United Kingdom
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Consolidated statement of comprehensive Income
for the year ended 31 December 2012

Revenue 12 612 3,694
Cost of sales (445) (3412)
Gross profit 167 282
Operating expenses (21,516} (5.951)
Admimstrative expenses {7.722) (6,338)
Operating loss 113 (29,071) (12 007)
Share of results of joint venture [ (198) {300)
Financial income 7 - 24
Loss hefore tax {29,269} (12 283)
Taxation 8 (1) (2)
Loss for the year (29,270} (12,285)

The results above relate to continuing operations

The Group has no other iIncome or expenses recogrised in the year other than those shawn in the ‘Consolidated Statement of
Comprehensive Income’ above

The accompanying notes on pages 24 to 43 form an integral part of these financial statermnents

Page 20
Cuadnlla Resources Hotdings Ltd | Annual Report and Accounts 2012




Balance sheets
at 31 Decermnber 2012

Company

2012
5000

Non-current assets

Property plant and equipment 9 34,249 37,105 - -
Intangible assets 10 56,914 34,161 - -
Investments In subsidiaries 11a - - 26,421 26,421
Investments in jointly controlled entities 11b 3,015 2,540 - -
94,178 73806 26,421 26421

Current assets
Inventories 12 413 224 - -
Trade and other receivables 13 10,460 81350 126,642 75,943
Cash at bank 7.609 3839 - -
18,482 12,413 126,642 75,943
Total assets 112,660 86,219 153,063 102,364

Current liabilities

Trade and other payables 14 (12,822) (10,601} (64) {114}
Provisions 16 {477} - - -
(13,299) (10,601) (64) {114)

Non-current labilities

Provisions 16 (954) {1,431) - -
Total Lablities (14,253) (12032) {64) {114}
Net assets 98,407 74,187 152,999 102,250

Equity attributable to equity holders of the parent

Share capital 17 217,419 161652 217,419 161,952
Other reserves 17 (50,678} (48,701)  (57,228) (55,251)
Retaned losses 17 {68,334) (39,064) (7,192) {4,451)
Total equity 98,407 T4187 152,999 102 250

Thege financial statements were approved by the board of directors on 25 July 2013 and were signed on its behalf by

0}

A

Francis Egan Dhrg
Company reqistered number 7147040
The accompanying notes on pages 24 to 43 form an integral part of these financial statements
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Consolidated Statement of Changes in Equity
at 31 December 2012

loshes

5000
Balance at 1 January 2011 130,857 - {50,678} {26,779) 53,400
Recognised loss for the year - - - {12 285) (12 285)
New shares issued 31095 - - - 31095
Shares to be 1ssued - 1,977 - - 1977
Balance at 31 December 2011 161,952 1,977 (50,678} {39,064) 74,187
Balance at 1 January 2012 161,952 1977 (50,678) (39 064) 74187
Recognised toss for the year - - - (29 270) {29 270)
New shares issued 55 467 {1,977} - - 53 490
Balance at 31 December 2012 217,419 - {50,678} {68,334) 98,407

The accompanying notes on pages 24 to 43 form an integral part of these financial statements
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Consolidated cash flow statement
for the year ended 31 December 2012

Cash flows from operating activities

Lass before tax for the year {29,269} {12,283)
Adjustments for
Depreciation and amortisation 4,676 4,466
Foreign exchange losses 55 104
Financial Income - (24}
Increase in trade and other receivables {21109 {5,590}
{Increase}/decrease in nventories (189) 116
Increase N trade and other payables 222 5,030
Other non-cash movements {416} (3,502)
(25,032) (11,683)
Tax paid (1) (2)
Net cash outflow from operating activities {25,033) {11 685)

Cash flows from investing activitres

Acquisition of joint venture (475) {2,540}
Acquisition of property, plant and equipment (1,794) {3763}
Capitalised exploration expenditure (22,306} {20173}
Acquisition of other intangible assets (57) ()]
Interest received - 24
Net cash outflow from investing activities (24,632) (26 457)

Cash flows from financing activities

Proceeds from the issue of share capital 53,490 31,095
Proceeds from shares to be issued - 1977
Net cash inflow from financing actiities 53,490 33,072
Net increase/(decrease}n cash 3,825 {5,070)
Cash at 1 fanuary 3,839 9,013
Effect of exchange rate fluctuations on cash held (55} [104)
Cash at 31 December 7,609 3,839

The accernpanying notes on pages 24 to 43 form anntegral part of these financial statements
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NOTES TO THE FINANCIAL STATEMENTS
{forming part of the financial statements)

1 Accounting policies

Cuadnilla Resources Holdings Limited {the "Company”) 1sa company
incorporated in and domiciled 1n the United Kingdoem

The group financial statements consolidate those of the Company
and 1ts subsidiartes (together referred to as the “Group”) The parent
company financial statements present information about the
Company as a separate entity and not about its group

Both the parent company financiat statements and the group
finanoial statements have been prepared and approved by the
directors in accordance with International Fingncial Reperting
Standards as adopted by the EU { Adopted IFRSs } On publishing
the parent company financial statements here together with the
group financial statements the Company 1s taking advantage of the
exemption in 5408 of the Companies Act 2006 not to present its
individual iIncome statement and related notes that form a part of
these approved hnancial statements

The parent company financial statements and the group financial
statements are presented in US dollars which 1s the Company s
functionat and presentation currency

Measurement convention

The financial statements are prepared on the histonical cast basis
Non-current assets are stated at the lower of previous carrying
amount and {ar value less costs to sell

Going concern

The group’s business activiies together weth the tactors bkely to
aflectits future developments performance and position are set out
Inthe director s report on page 5

The statutory accounts have been prapared on a going cancern
basis, which the directors believe to be appropnate

Management have reviewed the forecast cash requirements of the
Group for the 12 months following the date of approval of these
financial statements and have satisiied themselves that the Group
will be able to meet its external labihties as they fall due and that
tha required monetary Injections have been wdentified and are
avarlable shoutd they be needed

Cash flow statement

The Company has not prepared a cash flow statement as it has not
engaged w any cash transactions duringthe penod Expenses have
been pard on behaif of the Company by its iImmediate subsidiary
company Cuadnlla Resources Limited, and settled through the
Intercompany current account

Basis of consolidation

Subsidaries

Subsidianes are entities controlled by the Group Control exists
when the Group has the power directly or indirectly to govern the
financial and operating polictes of an entity so as to obtain benefits
from its activities In assessing control potential voting rights that
are currently exercisable or convertible are taken into account The
financial statements of subsidiaries are included in the consoldated
financial statements from the date that control commences until
the date that control ceases

Jointly controlled entities

Jointly controtled entities in which the Group holds an interest on
a long term basis and which are jointly controlled by the Group
and one or more venturers under a contractual arrangement The
consolidated financial statements are prepared using the equity
methed 50 as to include the Groups proporbonate shares of
operating proht or loss interest taxation and net assets of jont
venture companias

Foreign currency

Transactions in foreign currencies are translated to the respective
functional currencies of Group entities at the foreign exchange
rate 1ssued by Her Majesty’s Revenue & Customs at the beginmng
of the month in which the transaction occurs Monetary assets and
liabisties denominated w fareign currencies at the balance sheet
date are retranslated to the functional currency at the foreign
exchange rate ruling at that date Foreign exchange differences
arising on transtation are recogrmised in the income statement
Nan-monetary assets and Labilities that are measured In terms
of historical cost in a foreign currency are translated using the
exchange rate at the date of the transaction

The assets and Labilities of foreign operations are translated to
the Group's presentational currency USD at foreign exchange rates
ruling at the batance sheet date The revenues and expenses of
foreign gperations are translated at an average rate for the year
where this rate approximates to the foreign exchange rates ruling at
the dates of the transactions
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Non-denvative financial instruments
Non-denvative financial instruments compnse trade and other
recervables trade and other payables and cash

Trade and other receivables

Trade and other receivables are recognised imitially at far vatue
Subsequent to iitiat recognition they are measured at amortised
cost using the effective Interest method less any impairment losses

Trade and other payables

Trade and other payables are recognised imitially at far value
Subsequent to inihial recagrution they are measured at amortised
cost using the effective interest method

Cash
Cash compnises bank balances

Exploration and evaluation expenses

The Group applies the successful efforts method of accounting
for exploration and evaluatton expenses having regard to IFRS 6,
Exploration for and Evaluation of Mineral Resources

Pre-licence costs and costs incurred prior to a determination
process are expensed directly to the income statemant as incurred

Subsequent exploration ang evaluation costs chrectly associated
with an identifiable exploration project area are capitalised
as an intangible asset until the project has been evaluated If
hydracarbons are found and subject to further appraisal the
project s bkely to be capable of commercial development the costs
continue to be carried as an asset

The costs of unsuccessful projects are written off to the income
statement this 15 in accordance with the successful efforts
accounting policy but s also compatible with 1AS 36, Impairment of
Assets onthe basis that the asset 1simpaired

Once appraisal 1s complete and commercial reserves are
astablished then the relevant cost 1s transferred (following an
impairment review as described helow) from mtangible exploration
and evaluation assets to development and production assets within
tangible assets Expenditures incurred after the commerciality of
the field has been established are capitalised within development
and production assets

Exploration and evaluation assets are amortised from the date they
are available for use

Impairment test
Exploration and evaluation expenditures which are held under IFRS
6 are reviewed at each reporting date for indicators of impawrment
Such circumstances include but are not irmited to
) Expendrture on further exploration for and evaluation
of mineral resources in the specific area 1s neither
budgeted nor planned
I Exptoration for and evaluation of mineral resources
in the specific area has not led to the discovery
of commercially viable quantities of mineral resources
and the entsty has decided to discontinue such activities
In the specific area, and
- Sufftcient data exists to inchicate that although a development
inthe specific area1s likely te preceed the carryingamount
of the exploration and evaluation asset s unlikely to be
recovered In full from successiul development or by sale

Decommissioning costs

Where a matenal hability for the removal of facilities and site
restoration at the end of the field bfe exists, a prowvision for
decommissioning 15 recogmsed The amount recognised 15 the
estimated future expenditure determined in accordance with local
conditions and requirements Discounting 1s used to the extentit1s
material Anasset of an amount equivalent to the provision 1s also
added to the applicable project and depreciated as part of the cost
of the asset Changes in estimates are recogrused prospectively with
corresponding adjustments to the provision and associated asset
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Property, plant and equipment

The Group appties 1AS 16 “Property Plant and Equpment”, and
established o1l and gas industry practice to expenditures relating
to properties or hields with commercial reserves |f sites are already
producing assets are carried as production assets within tangible
fned assets

Fixed assets, including praduction assets, which are not subject to
depletion are stated at cost less accumulated depreciation and
accumulated imparment losses

Where parts of an item of property, plant and equipment have
different useful lives, they are accounted for as separate 1tems of
property plant and equipment

Depreciatron 1s charged to the income statement on a straight-
Line basis over the estimated useful lives of each part of an item
of property plant and equipment The estimated useful lives are as
follows

. Plant andequipment 10 years

*  Fixtures and fittings 4 years

*«  Motorvehicles 4 years

Gas production assets are depreciated relative to the units of
praduction

Depreciation methods, useful lives and residual values are reviewed
at each balance sheet date

A review for impairment indicators 1s also carried out each year on
the capitalised costs in production assets Thisis carrned out on a
field or concession basis as appropriate Under ol and gas industry
standard practice thus impairment test 1s calculated by comparing
the net capitalised cost with the net present value of future pre-
tax cash flows which are expected to be derived from the field or
concession discounted at an appropriate discount rate per annum

Bepreciation methods useful lives and residuat values are reviewed
at each balance sheet date

Intangible assets - computer software

Computer software 1s capitalised on the basis of the costs incurred
to acquire and bring to use the speafic software These costs are
amorttsed over the expected useful economic hife of 4 years.

Inventories

Inventorles are stated at the lower of cost and net realisable value
Cost s based on the weighted average principle and includes
expenditure incurred 1IN acquinng the inventones production or
conversion costs and other costs in bringing them to their existing
location and conditron

Employee benefits

Defined contribution plans

A defined contribution ptan 1s a post employment beneit plan
under which the Group pays fixed contributions intc a separate
entity and will have no legal or constructive obligation to pay
further amounts Obligations for contributions to defined
contribution pension plans are recogmised as an expense in the
income statement as incurred

Provisions

A provision 1s recogrised in the balance sheet when the Group has
a present legal or constructive obligation as a result of a past event
that can be reliably measured and it 1s probable that an outflow
of economic benefits will be required to settle the obligation
Provisions are determined by discounting where matenal the
expected future cash flows at a pre-tax rate that reflects risks
specific to the Lability

Preference share capital

Preference share capital ss classified as equity 1f it s non-
redeemable, or redeemable only at the Companys option, and
any dividends are discretionary Dividends thereon are recognised
as distibutions withun equity upon approval by the Company s
shareholders Preference share capitalis ctassified as a financial
liabtity 1f 1t 1s redeemable on a specific date or at the option of
the shareholders or If dvidend payments are not discretionary
Diwvidends thereon are recognised as an interest expense In profit of
loss as accrued
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Revenue

Revenue s recognised at the fair value of the consideration received
or recewvable when the significant nsks and rewards of ownership
are transferred to the buyer in respect of services provided and gas
supplied in the period

Expenses

Operating lease payments

Payments made under operating leases are recognised In the
Incaome statement on a straight-line basis aver the term of the lease
Lease incentives receved are recognised In the mcome statement
as an integral part of the total lease expense

Financing income

Financing income 15 interest receivable on funds invested Interest
Income Is recegnised (N profit or less as it accrues using the
effective Interest method

Taxation

Tax onthe profit or loss dor the year comprises current and deferred
tax Tax Is recognised in the income statement except to the extent
that it relates to items recognised directly in equity wr which case it
1s recognised in equity

Current tax s the expected tax payable on the taxable income for
the year, using tax rates enacted or substantively enacted at the
balance sheet date, and any adjustment to tax payable n respect of
previous years

Deferred tax 1s prowided on temporary differences between the
carrying armounts of assets and labilities for financtal reporting
purposes and the amounts used fartaxation purposes The following
temparary differences are not provided for the inrtial recognition of
assets or liabilities that affect neither accounting nor taxable profit
other than in a business combination and differences relating to
Investments 1n sebsidianes to the extent that they will probably not
reverse in the foreseeable future Theamount of deferred tax provided
15 based on the expected manner of realisation or settlement of the
carrying amount of assets and Liabilities using tax rates enacted or
substantively enacted at the balance sheet date

A deferred tax asset 1s recognised only to the extent that it s
probable that future 1axable profits will be available against which
the temporary difference can be utilised

Adopted IFRS not yet applied

The Adopted IFRSs which have been 1ssued but have not been
applied by the Group in these financial staternents are not expected
to have a matenal effect on the financial statements
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2. Revenue, business and geographical segments
The Group has a single class of business which s oil and gas exploration development and production

The Group operates in one geographicatarea Europe
Revenue from external customers antses from the following

Services for the exploration and appraisal of o1l and gas assets 456 3,523
Electniaity production from gas 156 im
612 3,694

3 Expenses and auditor's remuneration

Included in operating loss are the following

Operating costs related directly to producing assets 451 248
Depreciation of tangible fixed assets 4,650 4447
Operating lease charges - land and buildings 547 544
Operating lease charges — motor vehicles T -
Forergn exchange losses 55 104

Auditor's remuneration

Audit of the parent company and consolidated financlal statements 43 39

Amounts receivable by auditor and its associates in respect of

Audit of financial statements of subsidiaries pursuant to lagislation 40 31

All other services - 8
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4, Staff numbers and costs
The average number of persons (including executive directors) emplayed during the year was

Number of
employess Group

2012

Management and operational support 33 20

The aggregate payroll costs of these persons were as follows

$000 5000
Wages and salaries 3,661 2247
Social security costs ATT 300
Contributions to defined contribution plans 79 51
4,217 2598

Company

The Cempany had ne employees during the current or prior year

5. Directors’ remuneration

2012 111
5000 5000
Directors’ emoluments 1,539 T03

The aggregate of emoluments of the highest paid director were $425 000 (2011 $363,000) None of the directars hold any share options in
the Company and no retiremert benefits are accrung to directors (2011 none)

6. Share of results of joint venture

2012 4
5000 5000
Delta Hungary Hydrocarbons Kft 198 300
7 Finance income and expense
Recognised in loss before tax
2012 2511
5000 5000
Finance income
Interest iIncome on cash balances - 24
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8. Taxation

Recognised in the income statement

2012 2711

5000 5000
Current tax expense 1 2
Deferred tax expense - -
Total tax expense 1 2

Reconciiation of effective tax rate

2012 2011

s000 5000
Loss befare tax for the year (29,269} (12,283)
Tax using the UK corporation tax rate of 24 5% {2011 26 5 %) 7171 3,255
Effect of ring fence trades tax rate of 62% {2012 59 3%) 3,849 1739
Effect of tax rates in foreign junsdictions (12} {40)
Mintmum foreign corporation tax payments 1 2
Depreciation in excess of capital allowances (1,167} {1,230)
Nen-deductible expenses (613) {1,326)
Tax losses brought forward offsetin the current year 12 1,139
Current year losses and pre-trading expenditure for which no deferred tax asset 1s recogmised (9,240} {3,537)
Total tax expense 1 2

The UK Government announced on 23 March 2011 that the Supplementary Charge on UK oil and gas production would be increased from
20% to 32% from 24 March 2011 thus increasing the total nng fenced trade tax rate on UK oil and gas production from 50% to 62%

Following the announcement of the 2012 Budget the Finance Act 2012 (the ‘Act’) was enacted by Parhament in July 2012 The Act
confirmed reductions in the main rate of UK cerporation tax from 26% to 24% from Aprit 2012 and from 24% to 23% from Apnl 2013 both of
which were enacted during the year Inaddition, inthe 2012 Budget the Government proposed further reductions in the rate of corporation
tax from 24% to 22% from 1 Apnl 2013 and in the 2012 Autumn Statement announced an acceleration of this decrease in corporation tax
to 21% from 1 Apnl 2014 The March 2013 bugget announced that the rate will further reduce to 20% by 2015 1t has not yet been possible
to quantify the full anticipated effects of the announced changes in UK tax rates although this wall reduce the company’s future current tax
charge accordingly

Tax has been recorded at the effective blended rate for the penad of 24 5%

No prowvision for tax has been made as the Group has estimated accumulated tax losses and pre-trading expendsture of $41 299,000
(2011 518 952 000} which are avaulable for offset against fulure taxable income A defarred tax asset has not been recogruised as it 15
uncertain whedn the Group will be able to utibse the 1osses and pre-trading expenditure  The Group also has an unrecogmsed deferred tax
assetinrespect of property plantand equipment of $2 424 000 (2011 $1 482,000)
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9. Property, plant and equipment — Group

Fxtaes

dasels S ! fuings

5000 S000

Cost

Balance at 1 January 2011 601 41,500 173 186 42,460
Additions 13 825 43 126 1,007
Balance at 31 December 2011 614 42 325 216 312 43 467
Balance at 1 January 2012 614 42,325 216 312 43 467
Additions 35 1,559 145 55 1794
Balance at 31 December 2012 649 43,884 361 367 45,261

Depreciation, depletton and impairment

Balance at 1 January 2011 {153) (1,687} {40} (35} {1915)
Depreciation charge for the year {137) (4,203) (50) {57} (4 447)
Balance at 31 December 2011 {290) (5 890) {90) (92) (6,362)
Balance at 1 January 2012 {290) {5 890) {90} {92) (6,362}
Depreciation charge for the year {132} (4 358) {74) {86) (4,650}
Balance at 31 December 2012 {422} {10,248) {164) (178) {11,012)

Net book value

At 1 January 2011 448 39,813 133 151 40,545

At 31 December 2011 and 1 January 2012 324 36,435 126 220 37,105

At 31 December 2012 227 33,636 197 189 34,249
Company

The Company hasno property plant ang equipment
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10. Intangible assets - Group

Cost
Balance at 1 January 2011 10,469 73 10,542
Additions 23,675 5 23,680
Balance at 31 December 2011 34,144 78 34,222
Balance at 1 January 2012 34,144 78 34,222
Additions 22,722 57 22779
Balance at 31 December 2012 56 866 135 57001
Amortisation
Balance at 1 January 2011 - {42) {42)
Amortisation for the year - {19} (19)
Balance at 31 December 2011 - (61} (61)
Balance at 1 January 2012 - (61) (61)
Amortisation for the year - (28) (26}
Balance at 31 December 2012 - {aT) {87)

Net book value

At 1 January 2011 10,469 31 10,500

At 31 December 2011 and 1 January 2012 34144 17 34 161

At 31 December 2012 56,866 48 56,914
Company

The Company has no intangible assets
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11. Investments
11 (a) Investments in subsidiaries

Company
Shares n group undertakings

At 1 January 2012 26,421

Additions in the year -

Balance at 31 December 2012 26,421

Investments in group undertakings are recorded at cost which is the fair value of the consideration paid

The pnnapal subsidianes are as follows

bt 9us e
Company
Cuadrilla Resources Limited UK Managementservices to subsidiaries  Ordinary 100%
Group
Cuadrilla Well Services Limited UK Services for oil and gas exploration Ordinary 100%
Cuadnlla Elswick Limited* UK Electncity production Ordinary 100%
Bowland Resources Limited UK Qil and gas exploration Ordinary 100%
Cuadnila Balcombe Limited* UK Oil and gas exploration Ordinary 100%
Cuadrilla Weald Limited* UK Oil and gas exploration Ordinary 100%
Cuadnlla Bowland Limited UK il and gas exploration Ordinary 100%
Susquehanna Natural Resources Co USA Serwices for o1l and gas exploration Ordinary 100%
Cuadnilla Hardenburg BY® Netherlands Oil and gas exploration Ordinary 100%
Cuadrilla Brahant Bv* Netherlands Ol and gas exploration Ordinary 100%
Cuadnilla Resources Deutschland GmbH ~ Germany Oil and gas exploration Ordinary 100%
Cuadrntla Poland Sp Zo ¢ Poland Oil and gas exploration Ordinary 100%
Cuadritia Morava SRO Czech Republic Ol and gas exploration Ordinary 100%
Cuadrilla Hungary Limited UK Investment holding Ordinary 100%
Cuadrnlico Limited UK Not trading Ordinary 100%

* Subsidiary has changed name as described below
Change of subsidiary names
The following subsidianes changed ther names in 2013 as part of the unification of the Cuadnilla brand

Previous name New name

Elswick Resources Lirmited Cuadrilta Elswick Limited
Bolney Resources Limited Cuadnilla Balcombe Limited
Tanglewoed Resources Limited Cuadrilta Weald Limited
Hardenburg Resources 8v Cuadrilta Hardenburg BY
Brabant Resources BV Cuadrilla Brabant BV
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11 {b} Investments in jointly controlled entities

Group
2012
5000
At 1 January 2012 2,540
Additions in the year 475
Batance at 31 December 2012 3,015

During the year the Group compteted the acquisition of 29 33% of the ordinary share capital of Delta Hungary Hydrocarbons Kft a company
registered in Hupgary The investment 1s considered to be a joint venture due to the contractuat relatrlonship with other shareholders which
give Joint control.

12. Inventories

Grodp

2017
3000

Raw matenals and consumables 413 224

13. Trade and other receivables

Current
Trade receivables - 25 - -
Trade recevabtes from related parties (note 22) 893 2141 - -
Prepayments 4,098 3375 19 24
Loans to related parties (note 22) 1,161 1161 - -
Other recetvables 2,162 500 23 30
Other receivables from related parties (note 22) 2,146 1,148 126,600 75,889
10,460 8,350 126,642 75,943
Group

Prepayments inctude deposits paid in respect of equipment for the exploration and evaluation programme of $3 228 000
{2011 $2 712 000)
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14. Trade and other payables

Current

Trade payables 11,691 8,831 - -

Social secunty and other taxes 190 426 - -

Accrued expenses 241 1344 64 114
12,822 10,601 64 114

15. Employee benefits

Defined contribution plans
The Group does not operate any pension ptans but contributes to employees personat pension schemes
The total expense relating to these schemes in the current year was $79000{2011 $51000)

Company
The Company does not cperate or contribute to any pension schemes

Share-based payments — Company
The Company does not operate any share schemes

16. Provisions

Grucs Detu™M sat™ 1y Pproyv 191

At 31 December 1,431 1431

Included m

Current Liabibhes ar7 -

Non-current liabilities (after five years) 954 1,431
1,431 1,431

Discounting is used to the extent it 1s matenal
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17. Capital and reserves
Reconciliation of movement in capital and reserves — Group

Shwes to - Mot ar Aatanod

e rE~Elve Clwaky

5000 5000 5000
Balance at 1 January 2011 130,857 - {50,678) (26,779} 53 400
Total recognised loss for the year - - - {12,285} (12,285}
New shares 1ssued 31,095 - - - 31,005
Shares to be 1ssued - 1977 - - 1,977
Balance at 31 December 2011 161,952 1,977 {50,678) (39,064) 74,187
Balance at 1 January 2012 161,952 1,977 (50 678) (39 064) 74,187
Total recogmsed loss for the year - - (29 270) {29 270)
New shares 1ssued 55,467 (1,977) - - 53,490
Balance at 31 December 2012 217,419 - (50,678) (68,334) 98,407
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Reconciliation of movement in capital and reserves — Company

Balance at t January 2011 130,857 - (57,228) (2933) 70 696
Totat recogrused loss tor the year - - - (1,518} (1,518)
New shares issued 31095 - - - 31,095
Shares to be 1ssued - 1977 - - 1977
Balance at 31 December 2011 161,952 1,977 (57,228) {4,451) 102,250
Balance at 1 January 2012 161,952 1,977 (57,228) (4 451) 102,250
Total recogmised loss for the year - - - {2741) (2,741)
New shares issued 55,467 {1977) - - 53490
Balance at 31 December 2012 217,415 - {57.228) (1,192} 152,999

The merger reserve arose In February 2010, when the shares of Cuadrilla Resources Corporation Limited were exchanged for shares in the
Company Since the share for share exchange did not change the members and ther nghts the transier of ownership was accounted for in
accordance with the principles of merger accounting

In December 2011, the Company received cash In advance of shares to be 1ssued of 51 977 00G The shares wereissued in January 2012
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18 Capital and reserves -~ 1ssued share capital
The 1ssued share capital of the Company at 31 December 2012 (s as follows

At 31

Socemher
2012

Allotted, called up and fully paid

Deferred shares of $0 01 each 10 - 10 - 10
Ordinary ‘A’ shares of 50 01 each 30,737 7200 31,937 19,800 51,737
Ordinary ‘B shares of 50 01 each 19875 - 19,875 - 19,875
Ordinary 'C shares of $0 01 each 6902 981 7,883 2,700 10,583
A B% cumulative preference shares of 52 79 each 26,821 11,116 37937 19 800 57,737
B 0% preference shares of $2 79 each 19,875 - 19879 - 19,875

104,220 19,297 123,517 42,300 165,817

At 31
Ortmmb:r

2012
5000

Allotted, called up and fully paid

Deferred shares of $0 01 each B - - - .

Ordinary A shares of 5001 each 07 T2 379 i98 5T7
Ordinary B shares of 50 01 each 199 - 199 - 199
Ordinary ‘C shares of $0 01 each 69 10 79 27 106
A 8% cumulative preference shares of $2 79 each 74832 31,013 105,845 55242 161,087
‘B’ 0% preference shares of $2 79 each 55450 - 55450 - 55,430

130,857 31,095 161,952 55,467 217,419

The terms of the shares in 1ssue are as foltows

+ Theholders of ordinary A and’B shares are entitled to receve dividends as declared from time 10 ime and are entitled o one vote per
share at meetings of the Company

*  Theholders of the deferred shares and the ordinary C shares have restncted voting and distribution nights

= Theho'ders ot A preference shares are entitled to receive cumutative dvidends when as and if declared by the Board of Directors and
are not entitled to vote at meetings of the Company The helders of B preference shares are not entetled receive dividends or to vote
at meetings of the Company

No shares are classified as iabiltties and all shares are classified as shareholders' funds
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2011 share transactions
On 2 March 2011 the Companyissued 3 315,771 ‘A preference shares of $2 79 each at par value for 3109235000 cash to the fund managed
by Riverstone Holdings LLC

The Company carried out three equsty funding rounds in July August and Septernber 2011 The Camparny 1ssued a total of 7 200 000°A ordinary
shares of $001 each 7 200,000°A preference shares of $2 79 each and 981 819 C ordinary shares of $001 each All shares were issued at par
value to existing share hotders for $20 170 000 cash

2012 share transactions

Duning January 2012 the Company i1ssued share capital of $5 042 000 to existing shareholders This completed the equity funding round
for which some shares had been paid in advance of 1ssue The Company issued 1 800 000 A ordinary shares of SO 01 each 1800000 A
preference shares of $2 79 each and 245 455'C’ ordinary shares of 50 01 each All shares were 1ssued at par value to existing sharetolders
for cash

During February May July September and November 2012 the Campany carned out ancther five equity funding rounds and 1ssued share
capital of $50 425 000 to exishing shareholders The Company issued 18 000 000 A ordinary shares of $001 each 18 000000 A preference
shares of 52 79 each and 2 454 545 C ordinary shares of 50 01 each All shares were i1ssued at par vaiue to existing shareholgers for cash

Post balance sheet share transactions

During February 2013 the Company 1ssued share capital of $10 085,000 to existing shareholders The Company issued 3 600 000 A ordinary
shares of $0 01 each, 3,500 000 A preterence shares of $2 79 each and 490 909 'C’ ordinary shares of 50 01 each All shares were 1ssued at par
value to existing sharehalders for cash

During May 2013, the Company 1ssued share capital of $5,043,000 to extsting shareholders The Company 1ssued 1 80000 A ardinary
shares of 5001 each 1 800,00 A preference shares of $2 79 each and 245 455 C ordinary shares of 5001 each All shares were issued at
par vaiue to existing shareholders for cash
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19. Financial instruments
19 (a) Fair values of financial instruments

Trade and other recevables
The fair value of trade and other receivahles is esumated as the present value of future
cash flows, discounted at the market rate of interest at the balance sheet date If the effect 1s matenal

Trade and other payables
The fair value of trade and other payables s estimated as the present value of future cash flows
discounted at the market rate of interest at the balance sheet date if the effect 1s material

Cash
Cash represents bank balances and the fair value of cash Is estimated as its carrying amount where the cashis repayable cn demand

Fair values
The fair vatues of financial assets and financial babilities are considered to be the same
as the carrying amounts for both the Company and the Group

19 (b) Credit risk ‘

Financial risk management
Credit risk 1s the risk of financial loss to the Group If & customer or counterparty to a financial
Instrument fails to meet its contractual cbligations and anses principally from the Group's receivables from customers

Exposure to credit nisk - Group
The maximum expasure to credit nisk for trade recevables at the balance sheet date was $893,000 (2012 $2,166,000) The trade
receivables are not overdue for payment and therefore the Group has no ssgnificant exposure to credit risk at 31 December 2012

Exposure to credit nsk - Group
The Company has no significant exposure to external credit risk at 31 December 2012 as the most significant receivables balances are
due from subsidiaries

19 (c) Liquidity risk

Financial nsk management
Liquidity nisk s the risk that the Group will not be able to meet its financial obligations as they fall due

Group
The Group prepares cash flow information on a regular basis which 1s reviewed by directors and sentor management to ensure that as far
as possible it will have sufficient iGuidity to meet its habilities when due

As an explaration business the Group 1s funded by its shareholders Lucas Cuadrilla PTY Limited and a fund managed by Riverstone
Holdings LLC who have confirmed to the Company that they will continue to provide funding to the Group to enable it to continue
to execute its exploration programme and meet external babilities as they fall due for a penod of at least 12 months from the date of
approval of these financial statements

Contractually all habilities at 31 December 2012 fall due tor payment within ane year Management have reviewed the forecast cash
requirements of the Group for the iollowing 12 months and have satished themselves that the Group willbe able to meet its external
liabilities as they fall due and that the required monetary injections have been identified and are available should they be needed

Company
As a holding company the Company has no significant exposure to iquidity nsk
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19 (d) Market risk

Financiat sk management

Market sk 1s the risk that changes in market prices such as foreign exchange rates interest rates
and equity prices will afiect the Group s income or the value of its holdings of financial instruments

Exposure to currency, interesi rate and credit risks anse in the normal course of the Groups and Company's business

Market risk - Foreign currency nsk
Group
The Group's exposure 10 foreign currency rnisk 1s not considered significant since the majority of transactions are carried out In USS

Company
The Companys exposure 1o foreign currency nskis not considered significant since
the Company s transactions are principally denominated in USS

Market nsk - Interest rate risk
The Company and the Group do not have any interest beaning borrowings and so interest raie nsk 1s net considered to be stgrificant

19 (e) Capital management

Group

The Group meets is day 1o day working capital requirements and medium term funding requirements through shareholder cash
Injections The Group prepares cash flow information on a reqular basts which 1s reviewed by directors and semor management to ensure
that as far as possible it wilt have sufficient quidity to meet its batulities when due

Company
As a holding company, the Company daes not have signif:cant day to day working capital requirements Any funding requirements
identihed are met by group companies

20 Operating leases
Non-cancellable operating lease rentals are payabie as follows

Less than one year 215 232
Between one and five years 218 29
Over five years 144 -

577 261

The Group leases vehicles, tand and buildngs under a number of aperating leases Dunng the year $554 000 was recognised as an expense
inthe income statermentin respect of these operating leases {2011 $544 000)

Company
The Company has no operating leases
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21, Commitments

Capital commitments

Group

Capital expenditure for equipment for the exploration pregramme which was contracted

for at the balance sheet date but not yet incurred amounted to Srul (31 December 2011 $1 427 000}

Company
The Company has no capital commitments

22. Related parties

Group
Directors and key management loans

The Group has advanced loans to key management and directors of 51 161 000 {2011 $1 161,000)
to enable them ta participate in the equity of the company These loans are interest free

Joint licence operating agreements

The Group has shared interests tn a number of icence areas In cases where the Group has a jont operating partner requests for funding
from partners are made in accordance with the joint operating agreements These contnbutions are recognised as a credit to exploration
and evaluation assets where appropriate to ensure that costs capitalised reflect the Groups interest only During the year ended 31
December 2012, the following transactions have taken place with partners who participate in exploration activities as foltows

Contnbuting. to explnrat on Rechaope
denmwyvublos gutalioding
o eerlosbon asots af pooratine rost, h
2012 012 . 2012
5000 5000 $000 5000 5000
Lucas Energy (UK} Limited 6,971 B,836 1,377 647 620 1989
Energte Beheer Nederland BV - - 1,023 806 273 152
6,971 8,836 2,400 1,553 893 2,141

Lucas Energy {UK) Lirmited 1s a subsichary of AJ Lucas Group Limited {see note 24}
Cash calls not yet invoiced to joint operating partners amount to $2 146,000(2011 $1 148 000}
Subsequent to the year end all receivables outstanding from joint operating partners have been received

Company

Ade = strate - razon

medrri-ed from

PR

5000
Shareholder fees — AJ Lucas Group Limited 150 150
Shareholder fees — Riverstona Holdings LLC 150 150
300 300

Hr e mpahles oststarr ng

2012 F
5000 5000

Subsidiaries Cuadnlia Resources Limited
126,600 75889

The intercompany account with the subsidiary bears no interest and 15 repayable on demand
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23. Post balance sheet events

On 13 June 2013, Centrica plc acquired Bowland Resources Limited and became a 25% investment pariner in the Lancashire Bowland
shale gas explorationarea Centnca has paid Cuadnlla £30 mulhon in cash and committed to fund £60 million of expenditure on

the Bowland licence from tha transaction effective date of 1 January 2013 A further contingent payment of £60 million (of which
Cuadrilla s share1s £45 million} will be paid by Centrica subject to certan operationat milestones having been reached

The ownership of the Bowland licence befare and aiter the transaction 1s summarised as below

Ownearship before Owene ruhip aftor

tasertar tranoehen

Cuadnlla 7500 56 25
A ] Lucas 2500 1875
Centrica it 2500

100 00 10000

24. Ultimate parent company and parent company of larger group

The directors do not consider there to be an ultimate controlling party of Cuadrila Resources Holdings Limited as 1t ts jointly controlled by
Its shareholders

*  Lucas Cuadnlla PTY Limited a company incorporated in Austrabia (43 7%}

*  Rwverstone/Carlyte Global Energy and Power Fund IV {Cayman) LP, registered in the Cayman Istands (43 7%) and

«  Management team and employees (12 6%)

No other group hinancial statements include the results of the Company
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COMPANY INFORMATION

Registered Office
Cuadrilla House
Stowe Court
Stowe Street
Lichfield
Stafierdshire
WS13 6A0Q

Company Secretary Andrew Price

Registered Number

7147040

Website www cuadnllaresources com
Contact us enquines@cuadrllaresources com
PROFESSIONAL ADVISERS
Auditor Solicitors Insurance broker
KPMG LLP Eversheds LLP and nsk advisors
Cne Snowhill 115 Colmore Row Willis Group
Snow Hill Queensway Birmingham Willis Building
Birmingham B3 3AL 51 Lime Street
B46GH London

EC3M TDQ

Bankers

HSBC Bank plc
8 Canada Square
Landon
E145HQ

Public Relations

- National

Bell Pottinger Private
Holborn Gate

330 High Holborn
London

WwCivTQD

Public Relations

- Regional

PPS Group Limited
Hanover House

30-32 Charlotte Street
Manchester

M1 4FD
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