










The following table shows the movements in the SIIL and Sesa bonds during the year on an 
aggregated basis: 
 
 

  

Year ended  
31-Mar-10 
$ million 

Nominal Value of Convertible Notes Issued 1,000.0  
Less: Issue Costs  (8.2)  
Effective interest cost   39.4 
Coupon Interest Paid (19.3) 
Conversion of bonds into equity of subsidiaries (76.0) 

Increase in Fair Value of derivative component 29.5 

Closing Liability (including derivative component of $386.8 million )  965.4 
 
The interest charged for the year is calculated by applying an effective interest rate of 12.7 % for SIIL 
convertible notes and 23.4 % for Sesa convertible notes.  
 
The fair value of the convertible bonds as at 31 March 2010 was $1,114 million.  
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26. Financial instruments 
 
The accounting classification of each category of financial instruments, and their carrying amounts, are 
set out below: 

 

As at 
31 March 2010 

$ million 

As at 
31 March 2009 

$ million 

Financial assets   
At fair value through profit or loss   
- Held for trading 6,849.4 4,532.1 
- Other financial assets (derivatives) 54.1 134.8 

Cash and cash equivalents 390.0 380.5 
Loan and receivables   
- Trade and other receivables 867.7 715.8 
- Other non-current assets 18.3 21.4 
Available for sale investments   
- Financial asset investments held at fair value 178.7 71.8 
- Financial asset investments held at cost 22.4 19.8 

Total 8,380.6 
 

5,876.1 

Financial liabilities   
At fair value through profit or loss   
- Other financial liabilities (derivatives) (83.2) (174.4) 
Designated into fair value hedge   
- Borrowings** (643.0) (614.7) 
Financial liabilities at amortised cost   
- Trade and other payables (2,865.6) (2,044.1) 
- Borrowings* (7,530.6) (4,500.2) 
Total (11,122.4) (7,333.4) 

* includes amortised cost liability portion of convertible bonds ($ 2,134.6 million) 
** includes embedded derivative liability portion of convertible bonds ($ 643.1 million) 
 
IFRS 7 Improving Disclosures about Financial instruments, issued in March 2009, requires additional 
information regarding the methodologies employed to measure the fair value of financial instruments 
which are recognised or disclosed in the accounts. These methodologies are categorised per the 
standard as: 
 
Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets 
for identical assets or liabilities.  
 
Level 2 fair value measurements are those derived from inputs other than quoted prices that are 
observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from 
prices); and 
 
Level 3 fair value measurements are those derived from valuation techniques that include inputs for 
the asset or liability that are not based on observable market data (unobservable inputs).  
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The below table summarises the categories of financial assets and liabilities measured at fair value: 
 

  

As at 
31 March 2010 

$ million 

  Level 1 Level 2 Level 3 

Financial assets       
At fair value through profit or loss       
- Held for trading 6,849.4 -  - 
- Other financial assets (derivatives)  - 54.1  - 
Available for sale investments -  -  - 
- Financial asset investments held at fair 
value 178.7 -  - 

Total 7,028.1 54.1  - 

        
Financial liabilities       
At fair value through profit or loss       
- Other financial liabilities (derivatives)  - (83.2) -  
Designated into fair value hedge  -     
- Borrowings   (643.0) -  

Total  - (726.2) -  
 
There were no transfers between Level 1 and Level 2 during the year.  
 
The fair value of borrowings is $8,379.4 million (2009: $5,295.7 million). For all other financial 
instruments, the carrying amount is either the fair value, or approximates the fair value. 
 
The fair value of financial asset investments represents the market value of the quoted investments and 
other traded instruments. For other financials assets the carrying value is considered to approximate fair 
value. 
 
The fair value of financial liabilities is the market value of the traded instruments, where applicable. 
Otherwise fair value is calculated using a discounted cash flow model with market assumptions, unless 
the carrying value is considered to approximate fair value. 
 
The fair value of the embedded derivative liability of convertible bonds has been calculated using 
binomial and black scholes models with market assumptions. 
 
Derivatives instruments and risk management 
 
The Group’s businesses are subject to several risks and uncertainties including financial risks.   
 
The Group’s documented risk management policies act as an effective tool in mitigating the various 
financial risks to which the businesses are exposed to in the course of their daily operations. The risk 
management policies cover areas such as liquidity risk, commodity price risk, foreign exchange risk, 
interest rate risk, credit risk and capital management.    
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Risks are identified through a formal risk management programme with active involvement of senior 
management personnel and business managers at both the corporate and individual subsidiary level. 
Each operating subsidiary in the Group has in place risk management processes which are in line with 
the Group’s policy. Each significant risk has a designated ‘owner’ within the Group at an appropriate 
senior level.  The potential financial impact of the risk and its likelihood of a negative outcome are 
regularly updated. The risk management process is coordinated by the Management Assurance function 
and is regularly reviewed by the Group’s Audit Committee. Key business decisions are discussed at the 
monthly meetings of the Executive Committee. The overall internal control environment and risk 
management programme including financial risk management is reviewed by the Audit Committee on 
behalf of the Board. 
 
Treasury management 
 
Treasury management focuses on capital protection, liquidity maintenance and yield maximisation. The 
treasury policies are approved by the Board and adherence to these policies is strictly monitored at the 
Executive Committee meetings. Day-to-day treasury operations of the subsidiary companies are 
managed by their respective finance teams within the framework of the overall Group treasury policies. 
Long term fund raising including strategic treasury initiatives are handled by a central team while short-
term funding for routine working capital requirements is delegated to subsidiary companies. A monthly 
reporting system exists to inform senior management of investments, debt, currency, commodity and 
interest rate derivatives. The Group has a strong system of internal control which enables effective 
monitoring of adherence to Group policies. The internal control measures are effectively supplemented 
by regular internal audits.   
 
The Group uses derivative instruments as part of its management of exposure to fluctuations in foreign 
currency exchange rates, interest rates and commodity prices. The Group does not acquire or issue 
derivative financial instruments for trading or speculative purposes. The Group does not enter into 
complex derivative transactions to manage the treasury and commodity risks. Both treasury and 
commodities derivative transactions are normally in the form of forward contracts and interest rate and 
currency swaps and these are subject to the Group guidelines and policies.  Interest rate swaps are taken 
to achieve a balance between fixed and floating rates (as described below under “Interest risk”) and 
currency swaps are taken primarily to convert the Group’s exposure to non-US dollar currencies to US 
dollar currencies.    
 
Commodity risk 
 
The Group is exposed to the movement of base metal commodity prices on the London Metal Exchange. 
Any decline in the prices of the base metals that the Group produces and sells will have an immediate 
and direct impact on the profitability of the businesses. As a general policy, the Group aims to sell the 
products at prevailing market prices. As much as possible, the Group tries to mitigate price risk through 
favourable contractual terms. The Group undertakes hedging activity in commodities to a limited 
degree. Hedging is used primarily as a risk management tool and, in some cases, to secure future cash 
flows in cases of high volatility by entering in to forward contracts or similar instruments. The hedging 
activities are subject to strict limits set out by the Board and to a strictly defined internal control and 
monitoring mechanism. Decisions relating to hedging of commodities are taken at the Executive 
Committee level and with clearly laid down guidelines for their implementation by the subsidiaries.   
 
Whilst the Group aims to achieve average LME prices for a month or a year, average realised prices may 
not necessarily reflect the LME price movements because of a variety of reasons such as uneven sales 
during the year and timing of shipments.   
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Copper 
 
The Group’s custom smelting copper operations at Tuticorin is benefited by a natural hedge except to the 
extent of a possible mismatch in quotational periods between the purchase of concentrate and the sale of 
finished copper. The Group’s policy on custom smelting is to generate margins from TCRCs, minimising 
conversion cost, generating a premium over LME on sale of finished copper, sale of by-products and 
from achieving import parity on domestic sales. Hence, mismatches in quotational periods are actively 
managed to ensure that the gains or losses are minimised. The Group hedges this variability of LME 
prices and tries to make the LME price a pass-through cost between purchases of copper concentrate and 
sales of finished products, both of which are linked to the LME price. The Company also benefits from 
the difference between the amounts paid for quantities of copper content received and recovered in the 
manufacturing process, also known as `free copper’. The Group hedges on a selective basis the free 
copper and revenue from variable margins on the purchases of copper concentrates by entering into 
future contracts.   
 
The Group’s Australian mines in Tasmania supply approximately 8% to 9% of the requirement of the 
custom copper smelter at Tuticorin. Hence, TCRCs are a major source of income for the Indian copper 
smelting operations. Fluctuations in TCRCs are influenced by factors including demand and supply 
conditions prevailing in the market for mine output. The Group’s copper business has a strategy of 
securing a majority of its concentrate feed requirement under long-term contracts with mines.   
 
KCM is largely an integrated copper producer and hence the strategy to protect the company from price 
fluctuations in copper is to focus on controlling KCM’s costs.    
 
For the mining assets in Australia and Zambia, part of the production may be hedged to secure cash 
flows on a selective basis.  
 
Aluminium 
 
The requirement of the primary raw material, alumina, is partly met from own sources and the rest is 
purchased primarily on negotiated price terms.  Sales prices are linked to the LME prices. At present the 
Group does not hedge any aluminium production.  
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Zinc and lead 
 
Raw material is mined in India with sales prices linked to the LME prices. The Group has some long term 
volume contracts with some customers where the prices are linked to prevailing LME prices at the time 
of shipment. The Group hedged part of the exports from India through forward contracts or other 
instruments.   
 
Iron ore 
 
The Group sells some portion of its iron ore production on annual price contracts and the balance on the 
basis of prevailing market prices.   
 
Provisionally priced financial instruments 
 
On 31 March 2010, the value of net financial assets linked to commodities (excluding derivatives) 
accounted for on provisional prices was a liability of $274.8 million (2009: liability of $147.7 million). 
These instruments are subject to price movements at the time of final settlement and the final price of 
these instruments will be determined in the financial year beginning 1 April 2010.   
 
Set out below is the impact of 10% increase in LME prices on profit for the year and total equity as a 
result of changes in value of the Group’s commodity financial instruments as at 31 March 2010: 
 

  
Commodity price sensitivity 

Closing LME as at  
31 March 2010 

Effect on profit of a 
10% increase in the 

LME 
31 March  2010 

Effect on total equity 
of a 10% increase in the

LME 
31 March 2010 

$ ($ million) ($ million) 
Copper 7,830 (6.1) (6.1) 
Zinc 2,360 0.3 0.3 
Lead 2,120 0.1 0.1 

 

 
 
The above sensitivities are based on volumes, costs, exchange rates and other variables and provide the 
estimated impact of a change in LME prices on profit and equity assuming that all other variables remain 
constant.  
 
Further, the impact of a 10% increase in closing copper LME for provisionally priced copper concentrate 
purchase at Sterlite custom smelting operations is $25.5 million (2009: $14.2 million), which is pass 
through in nature and as such will not have any impact on the profitability.   
 

 
Commodity price sensitivity 

Closing LME as 
on 31 March 2009 

Effect on profit of a  
10% increase in the 

 LME 
31 March 2009 

Effect on total equity 
of a 10% increase in the

LME 
31 March 2009 

 $ ($ million) ($ million) 

Copper 4,035 (1.1) (1.1) 
Zinc 1,301 0.2 0.2 
Lead 1,272 0.1 0.1 
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Financial risk and sensitivities 
 
The Group’s Board approved financial risk policies comprise liquidity, currency, interest rate and 
counterparty risk. In principle, the Group does not engage in speculative treasury activity but seeks to 
manage risk and optimise interest and commodity pricing through proven financial instruments. 
 
(a) Liquidity 
 
The Group requires funds both for short-term operational needs as well as for long-term investment 
programmes mainly in growth projects.   The Group generates sufficient cash flows from the current 
operations which together with the available cash and cash equivalents and liquid financial asset 
investments provide liquidity both in the short term as well as in the long term. Anticipated future cash 
flows and undrawn committed facilities of $3,204.8 million, together with cash and liquid investments of 
$7,239.4 million as at 31 March 2010, are expected to be sufficient to meet the ongoing capital investment 
programme and liquidity requirement of the Group in the near future. 
 
The Group has a strong balance sheet that gives sufficient headroom to raise further debt should the 
need arise. The Group’s current ratings from Standard & Poor’s, Moody’s & Fitch Ratings are BB and 
Ba1 respectively (2009:  BB and Ba1 respectively).   These ratings support the necessary financial leverage 
and access to debt or equity markets at competitive terms.  The Group generally maintains a healthy net 
debt-equity ratio and retains flexibility in the financing structure to alter the ratio when the need arises. 
 
The maturity profile of the Group’s financial liabilities based on the remaining period from the balance 
sheet date to the contractual maturity date is given in the table below.  The figures reflect the contractual 
undiscounted cash obligation of the Group (excludes interest) :   
 
At 31 March 2010  
(In $ million) 

  
  
   
At 31 March 2009  
(In $ million) 

Payment due by period < 1 year 1-2 years 2-5 years > 5 years Total 

Trade and other payables 1,967.7 76.4 - - 2,044.1 
Bank and other borrowings 1,284.8 173.9 1,626.2 1,412.2 4,497.1 
Convertible bonds - - 722.4 - 722.4 
Derivative liabilities 114.7 - 59.7 - 174.4 
Total 3,367.2 250.3 2,408.3 1,412.2 7,438.0 

 

Payment due by period < 1 year 1-2 years 2-5 years > 5 years Total 
Trade and other payables 2,559.2 306.4 - - 2,865.6 
Bank and other borrowings 1,012.6 759.7 2,669.9 953.6 5,395.8 
Convertible bonds - - 924.5 2,133.0 3,057.5 
Derivative liabilities 38.5 - 44.7 - 83.2 
Total 3,610.3 1066.1 3,639.1 3,086.6 11,402.1 
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At 31 March 2010, the Group had access to funding facilities of $11,378.4 million of which $3,204.8 
million was not yet drawn, as set out below. 
 
 

 Total facility Drawn Undrawn 
Funding facilities ($ million) ($ million) ($ million) 

Less than 1 year 2,843.9 996.2  1,847.7 
1-2 years 516.9 516.9 - 
2-5 years and above 8,017.6 6,660.5 1,357.1 
Total 11,378.4 8,173.6 3,204.8 

 
At 31 March 2009, the Group had access to funding facilities of $7,024.3 million of which $1,909.4 million 
was not yet drawn, as set out below. 
 

 Total facility Drawn Undrawn 
Funding facilities ($ million) ($ million) ($ million) 

Less than 1 year 3,204.4 1,298.5 1,906.0 
1-2 years 173.9 173.9 - 
2-5 years and above 3,645.9 3,642.5 3.4 
Total 7,024.2 5,114.9 1,909.4 

 
(b) Foreign currency 
 
The Group’s presentation currency is the US dollar. The majority of the assets are located in India and 
the Indian Rupee is the functional currency for the Indian operating subsidiaries.    
 
Foreign currency exposures are managed through the Group-wide hedging policy, which is reviewed 
periodically to ensure that the risk from fluctuating currency exchange rates is appropriately managed. 
Natural hedges available in the business are identified at each entity level and hedges are placed only for 
the net exposure. Short-term net exposures are hedged progressively based on their maturity. A more 
conservative approach has been adopted for project expenditures to avoid budget overruns. Longer term 
exposures are unhedged.  Stop losses and take profit triggers are implemented to protect entities from 
adverse market movements at the same time enabling them to encash in favourable market 
opportunities. Vedanta has hedged some of its US dollar borrowings into other foreign currency 
borrowings by entering into cross-currency swaps.  
 
The carrying amount of the Group’s financial assets and liabilities in different currencies are as follows: 
(in $ million) 
              At 31 March 2010             At 31 March 2009 

 Financial  
assets 

Financial 
liabilities 

Financial  
assets 

Financial 
liabilities 

USD 1,618.9 9,314.0 703.6 5,817.8 
INR 6,508.4 1,690.6 4,956.0 1,412.2 
Kwacha 59.2 22.8 41.9 36.3 
JPY - (1.0) 70.1 29.8 
AUD 15.7 14.3 23.4 11.8 
CAD 169.0 - 70.3 - 
EURO 0.9 71.0 1.9 13.4 
Others 8.5 10.7 8.6 12.0 
Total 8,380.6 11,122.4 5,876.1 7,333.4 
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The Group’s exposure to foreign currency arises where a Group company holds monetary assets and 
liabilities denominated in a currency different to the functional currency of that entity with US dollar 
being the major foreign currency exposure of the Group’s main operating subsidiaries. Set out below is 
the impact of a 10% change in the US dollar on profit and equity arising as a result of the revaluation of 
the Group’s foreign currency financial instruments: 
  
(in $ million) 
$ million                                  31 March 2010 

Closing  
exchange rate 

Effect of  
10% strengthening 
 of US dollar on  
net earnings 

Effect of  
10% strengthening 
 of US dollar on  
total equity 

INR 45.14 (131.5) (193.9) 
Australian dollar 1.0922 1.4 1.4 
Kwacha 4,820 3.3 3.3 
 
   
(in $ million)          
$ million                                 31 March 2009 

Closing  
exchange rate 

Effect of  
10% strengthening 
 of US dollar on  
net earnings 

Effect of 
 10% strengthening 
 of US dollar on  
total equity 

INR 50.950 (54.5) (75.2) 
Australian dollar 1.455 3.4 3.4 
Kwacha 5,622 0.5 0.5 
 
The sensitivities are based on financial assets and liabilities held at 31 March 2010 where balances are not 
denominated in the functional currency of the respective subsidiaries.  The sensitivities do not take into 
account the Group’s sales and costs and the results of the sensitivities could change due to other factors 
such as changes in the value of financial assets and liabilities as a result of non-foreign exchange 
influenced factors.  
 
 (c) Interest risk 
 
At 31 March 2010, the Group’s net debt of $947.1 million (2009: $200.8 million net debt) comprises of 
cash, cash equivalents and liquid investments of $7,239.4 million (2009: $4,912.6 million) offset by debt of 
$8,186.5million (2009: $5,113.4 million).  
 
The Group is exposed to interest rate risk on short-term and long-term floating rate instruments and on 
the refinancing of fixed rate debt. The Group’s policy is to maintain a balance of fixed and floating 
interest rate borrowings and the proportion of fixed and floating rate debt is determined by current 
market interest rates. As at 31 March 2010, 57.7% (2009: 49%) of the total debt was at a fixed rate and the 
balance was at a floating rate.   The floating rate debt is largely linked to US dollar LIBOR.  The Group 
also aims to minimise its average interest rates on borrowings by opting for a higher proportion of long-
term debt to fund growth projects. The Group invests cash and liquid investments in short-term deposits 
and debt mutual funds, some of which generate a tax-free return, to achieve the Group’s goal of 
maintaining liquidity, carrying manageable risk and achieving satisfactory returns. 
 
Floating rate financial assets are largely mutual fund investments which have debt securities as 
underlying asset. The returns from these financial assets are linked to market interest rate movements; 
however the counterparty invests in the agreed securities with known maturity tenure and return and 
hence has manageable risk. 
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The exposure of the Group’s financial assets to interest rate risk is as follows: 
 

 
 
The exposure of the Group’s financial liabilities to interest rate risk is as follows: 
  
($ million) 

                             At 31 March 2010                            At 31 March 2009 

 Floating  
rate  
financial 
liabilities 

Fixed  
rate financi
liabilities 

Non-interest 
bearing  
financial  
liabilities 

Floating  
rate  
financial 
liabilities 

Fixed  
rate 
financial 
liabilities 

Non-interest 
bearing  
financial  
liabilities 

Financial 
liabilities 

4,339.6 4,890.2 1,809.4 2,715.2 3,160.2 1,283.6 

Derivative 
liabilities 

- - 83.2 - - 174.4 

Total  
financial 
liabilities 

4,339.6 4,890.2 1,892.6 2,715.2 3,160.2 1,458.0 

 
The weighted average interest rate on the fixed rate financial liabilities is 6.7% (2009: 8.5%) and the 
weighted average period for which the rate is fixed is 5.6 years (2008: 5.4 years).   
  
Considering the net debt position as at 31 March 2010 and the investment in bank deposits and debt 
mutual funds, any increase in interest rates would result in a net loss and any decrease in interest rates 
would result in a net gain. The sensitivity analyses below have been determined based on the exposure 
to interest rates for both derivative and non-derivative instruments at the balance sheet date.   
 
The below table illustrates the impact of a 0.5% to 2.0% decrease in interest rate of borrowings on profit 
and equity and represents management’s assessment of the possible change in interest rates. 
 

                      At 31 March 2010                        At 31 March 2009 

 

 Floating 
rate 
financial 
assets  

 Fixed  
rate 
financial 
assets  

 Equity 
Investments 

 Non-
interest 
bearing 
financial 
assets  

 Floating 
rate 
financial 
assets  

 Fixed  
rate  
financial 
assets  

 Equity 
Investments  

 Non-
interest 
bearing 
financial 
assets  

Financial 
assets 

5,783.7 1,235.2 201.2 1,106.4 4,282.2 583.2 91.6 784.3 

Derivative 
assets 

- - - 54.1 - - - 134.8 

Total 
financial 
assets  

5,783.7 1,235.2 201.2 1,160.5 4,282.2 583.2 91.6 919.1 
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At 31 March 2010  
(in $ million) 

Decrease in interest  
Rates 

Effect on net earnings Effect on total equity 
US dollar interest rate US dollar interest rate 

0.5% 10.9 10.9 
1.0% 21.7 21.7 
2.0% 43.4 43.4 

 
At 31 March 2009 
(in $ million) 
 

Decrease in interest  
rates 

Effect on net earnings Effect on total equity 
US dollar interest rate US dollar interest 

rate 

0.5% 9.6 9.6 
1.0% 19.2 19.2 
2.0% 38.5 38.5 

 
(d) Credit risk 
 
The Group is exposed to credit risk from trade receivables, liquid investments and other financial 
instruments.   
 
The Group has clearly defined policies to mitigate counterparty risks.  Cash and liquid investments are 
held primarily in mutual funds and banks with good credit ratings.   Defined limits are in place for 
exposure to individual counterparties in case of mutual fund houses and banks.   
 
The large majority of receivables due from third parties are secured.  Moreover, given the diverse nature 
of our businesses trade receivables are spread over a number of customers with no significant 
concentration of credit risk.   No single customer accounted for 10% or more of the Group’s net sales or 
for any of the Group’s primary businesses during the year ended 31 March 2010 and in the previous 
year. The history of trade receivables shows a negligible provision for bad and doubtful debts.  
Therefore, the Group does not expect any material risk on account of non-performance by any of our 
counterparties.   
 
The Group’s maximum exposure to credit risk at 31 March 2010 is $8,380.6 million (2009: $5,876.1 
million).   
 
Of the year end trade and other receivable balance the following were past due but not impaired as at  
31 March 2010 
 
$ million 2010 2009 
Less than 1 month 200.2 58.1 
Between 1 - 3 months 68.2 23.3 
Between 3 - 12 months 31.3 6.1 
Greater than 12 months 8.9 13.5 
Total 308.6 101.0 
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Derivative financial instruments 
 
The fair value of all derivatives is separately recorded on the balance sheet within other financial assets 
(derivatives) and other financial liabilities (derivatives), current and non current. In addition, the 
derivative component of certain convertible bonds is shown as part of the overall convertible bond 
liability (see Note 25). Derivatives that are designated as hedges are classified as current or non-current 
depending on the maturity of the derivative. 
 
Embedded derivatives 
 
Derivatives embedded in other financial instruments or other contracts are treated as separate derivative 
contracts, when their risks and characteristics are not closely related to those of their host contracts.  
 
Cash flow hedges 
The Group also enters into forward exchange and commodity price contracts for hedging highly 
probable forecast transactions and accounts for them as cash flow hedges and states them at fair value. 
Subsequent changes in fair value are recognised in equity until the hedged transactions occur, at which 
time the respective gains or losses are transferred to the income statement.  
 
The fair value of the Group’s open derivative positions at 31 March 2010 (excluding own use purchase 
and sale contracts), recorded within other financial assets (derivatives) and other financial liabilities 
(derivatives) is as follows: 
 

 

As at 
31 March 2010 

$ million 

As at 
31 March 2009 

$ million 

 Liability Asset Liability Asset 

Current     
Cash flow hedges     
- Commodity contracts - - - - 
- Forward foreign currency contracts (10.2) 3.9 (14.2) 35.6 
- Interest rate swap (floating to fixed) - - - 1.3 
Fair value hedges     
- Commodity contracts (0.8) - (0.2) - 
- Forward foreign currency contracts (6.3) 3.9 - 6.7 
-Interest rate swap - - - 13.6 
- Others(Foreign Currency Swap) (12.1) - (30.8) 24.3 
Non Qualifying hedges     
- Commodity contracts (1.0) 2.6 (41.8) 0.5 
- Forward foreign currency contracts (8.1) - (27.7) - 
Total (38.5) 10.4 (114.7) 82.0 

Non-current     
Fair value hedges     
- Forward foreign currency contracts - - - - 
- Interest rate swap - - - - 
- Others(Foreign Currency Swap) (44.7) 43.7 (59.7) 52.8 
 Total  (44.7) 43.7 (59.7) 52.8 
Grand Total (83.2) 54.1 (174.4) 134.8 
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The majority of cash flow hedges taken out by the Group during the year comprise forward foreign 
currency contracts for firm future commitments.  
 
Non-qualifying hedges 
 
The majority of these derivatives comprise copper sale and purchase contracts at Sterlite custom smelting 
operations which are economic hedges but which do not fulfil the requirements for hedge accounting of 
IAS 39 Financial Instruments: Recognition and Measurement. 
 
Fair value hedges 
 
The fair value hedges relate to forward covers taken to hedge currency exposure on purchase of raw 
materials & capital imports. 
 
Hedging reserves reconciliation 

  

Hedging 
reserves 

$ million 

Minority 
Interests * 
 $ million 

Total 
$ million 

At 1 April 2008  (9.1) (8.2) (17.3) 
Amount recognised directly in equity (21.5) 3.9 (17.6) 
Amount charged to income statement (13.6) 2.1 (11.5) 
Exchange difference 4.6 0.9 5.5 
At 1 April 2009 (39.6) (1.3) (40.9) 
Amount recognised directly in equity 40.7 6.1 46.8 
Amount charged to income statement 28.4 9.2 37.6 
Exchange difference (1.7) 0.9 (0.8) 
At 31 March 2010 27.8 14.9 42.7 

* Cash flow hedges attributable to minority interests. 
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27. Provisions 
 
 Restoration, 

rehabilitation and 
environmental Other Total 

 $ million $ million $ million 

At 1 April 2008 46.6 165.9 212.5 
(Credited)/charged to income statement (7.1) (1.5) (8.6) 
Unwinding of discount - 4.2 4.2 
Cash paid (0.1) (36.8) (36.9) 
Exchange differences (2.4) 3.6 1.2 
At 1 April 2009 37.0 135.4 172.4 
(Credited)/charged to income statement (14.9) 8.8 (6.1) 
Unwinding of discount 0.2 4.1 4.3 
Cash paid 0.6 (7.4) (6.8) 
Exchange differences 2.4 2.3 4.7 
At 31 March 2010 25.3 143.2 168.5 
Current 2010 - 0.9 0.9 
Non-current 2010 25.3 142.3 167.6 
 25.3 143.2 168.5 
Current 2009 - 6.9 6.9 
Non-current 2009 37.0 128.5 165.5 
  37.0 135.4 172.4 

 
 
Restoration, rehabilitation and environmental 
 
The provisions for restoration, rehabilitation and environmental liabilities represent the Directors’ best 
estimate of the costs which will be incurred in the future to meet the Group’s obligations under existing 
Indian, Australian and Zambian law and the terms of the Group’s mining and other licences and 
contractual arrangements. These amounts become payable on closure of mines and are expected to be 
incurred over a period of 3 to 20 years. 
 
Other 
 
Other provisions primarily comprise the Directors’ best estimate of the costs which may be incurred in 
the future to settle certain legal and tax claims outstanding against the Group, which exist primarily in 
India. Other provisions also include a provision in respect of a price participation agreement in Zambia 
which requires KCM to pay ZCCM an agreed annual sum when copper prices exceed specified levels 
and other triggers, amounting to $111.9 million (2009: $94.4 million). The timing of the outflow of this 
provision is dependent on future copper prices as well as dividend and hence cannot be reasonably 
determined.  
 
28. Deferred tax 
 
The Group has accrued significant amounts of deferred tax. The majority of the deferred tax liability 
represents accelerated tax relief for the depreciation of capital expenditure and the depreciation on 
mining reserves, net of losses carried forward by KCM.   
The amounts of deferred taxation on temporary differences, provided and not provided, in the accounts 
are as follows: 
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Provided – liabilities/(assets) 

 
As at 
31 March 2010 
$ million 

As at 
31 March 2009 
$ million 

Accelerated capital allowances 1,639.0 1,261.7 
Unutilised tax losses (406.9) (332.2) 
Other temporary differences (31.7) 69.9 
 1,200.4 999.4 
Recognised as:   
Deferred tax liability provided 1,209.3 1,010.6 
Deferred tax asset recognised (8.9) (11.2) 
 1,200.4 999.4 
 
Unrecognised deferred tax assets 

 
As at 
31 March 2010 
$ million 

As at 
31 March 2009 
$ million 

Unutilised tax losses (128.4) (22.2) 
The above relates to the tax effect of $190.2 million of unutilised tax losses of the Company and VRHL 
which have no expiry period and $223.5 million of unutilised tax losses and capital allowances for VAL. 
No benefit has been recognised for these items on the grounds that their successful application against 
future profits is not probable in foreseeable future. 
 
Deferred tax asset 

 
As at 
31 March 2010 
$ million 

As at 
31 March 2009 
$ million 

At 1 April 2009 11.2 15.1 
Charged to income statement (2.2) (5.4) 
(Charged) / credited directly to equity - 1.1 
Foreign exchange differences (0.1) 0.4 
At 31 March 2010 8.9 11.2 
The Group has $1,356.3 million of unutilised tax losses at KCM (2009: $1,107.5 million) which expire in 
the period 2016 to 2019 and have been offset against accelerated capital allowances at the same entity.  
 
Deferred tax liability 

 
As at 
31 March 2010 
$ million 

As at 
31 March 2009 
$ million 

At 1 April 2009 1,010.6 1,380.8 
Addition due to acquisition 160.6 - 
Credited to  income statement (101.2) (104.0) 
Charged/(credited) directly to equity 8.5 (3.7) 
Foreign exchange differences 124.6 (262.5) 
Prior year adjustments 6.2 - 
At 31 March 2010 1,209.3 1,010.6 
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29. Share based payments 
 

Employee share schemes 
The Group aims to provide superior rewards for outstanding performance and a high proportion of ‘at 
risk’ remuneration for Executive Directors. Three employee share schemes were approved by 
shareholders on Listing. The Board has no present intention to introduce any further share schemes. Of 
the three employee share schemes which have been approved, only one is currently active. 

The Vedanta Resources Long-Term Incentive Plan (the ‘LTIP’)  
The LTIP is the primary arrangement under which share-based incentives are provided to the Executive 
Directors and the wider management group. The maximum value of shares that can be conditionally 
awarded to an Executive Director in a year is 100% of annual salary. In respect of Messrs Navin Agarwal 
and MS Mehta, salary means the aggregate of their salary payable by Vedanta and their gross salary 
payable by Sterlite. The maximum value of shares that can be awarded to members of the wider 
management group is calculated by reference to the base salary, share based remuneration already 
received and consistent with local market practice. 
The performance condition attaching to outstanding awards under the LTIP is that the Company’s 
performance, measured in terms of Total Shareholder Return (‘TSR’) (being the movement in a 
company’s share price plus reinvested dividends), is compared over the performance period with the 
performance of the companies as defined in the scheme from the date of grant. The extent to which an 
award vests will depend on the Company’s TSR rank against a group of peer companies (“Adapted 
Comparator Group”) at the end of the performance period. The vesting schedule is shown in the table 
below, with adjusted straight-line vesting in between the points shown and rounding down to the 
nearest whole share. 

Vedanta’s TSR Performance against Adapted Comparator Group 

  % of award vesting 

Below median  - 

At median  40 

At or above upper quartile  100 

 
As at 31 March 2010 all the outstanding options granted on 1 February 2006, were exercised and all the 
outstanding options granted on, 14 November 2007, 1st February 2009, 1st August 2009, and 1st January 
2010 were exercisable. 
 
The performance condition is measured by taking the Company’s TSR over the four weeks immediately 
preceding the date of grant and over the four weeks immediately preceding the end of the performance 
period, and comparing its performance with that of the comparator group described above. The 
information to enable this calculation to be carried out on behalf of the Remuneration Committee (‘the 
Committee’) is provided by the Company’s advisers. The Committee considers that this performance 
condition, which requires that the Company’s total return has out-performed a group of companies 
chosen to represent the mining sector, provides a reasonable alignment of the interests of the Executive 
Directors and the wider management group with those of the shareholders. 
No awards will vest unless the Committee is satisfied that the Company’s TSR performance reasonably 
reflects the Company’s underlying financial performance. 
Initial awards under the LTIP were granted on 26 February 2004 with further awards being made on 11 
June 2004, 23 November 2004, 1 February 2006, 1 February 2007, 14 November 2007, 1 February 2009, 1 
August 2009 and 1 January 2010 . The exercise price of the awards is 10 US cents per share and the 
performance period is one year for the February 2007 awards and three years for all other awards, with 
no re-testing being allowed. The exercise period is six months from the date of vesting.  
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Year 
of 

Grant  Exercise Date  

Exercise 
price US 
cents per 
share  

Options 
outstanding 
1 April 2009 

Options 
granted 
during the 
year 

Options 
lapsed 
during the 
year  

Options lapsed 
during the year 
owing to 
performance 
conditions   

Options 
exercised 
during 
the year 

Options 
outstanding 
at 31 March, 
2010 

2006 1 February 2009 to  

1 August 2009 
10 372,180 - - - 372,180 - 

2007 14 November 2010  

to 14 May 2011 
10 1,590,129 - 245,080 22,906 19,494 1,302,649 

2009 1 February 2012 to  

1 August 2012 
10 11,200 - - - - 11,200 

2009 1 August 2012 to  

1 February 2013 
10 - 2,478,000 119,350 8,882 1,618 2,348,150 

2010 1 January 2013 to 

 1 July 2013 
10 - 14,000 - - - 14,000 

   
 

1,973,509 2,492,000 364,430 31,788 393,292 3,675,999 

 
All share-based awards of the Group are equity-settled as defined by IFRS 2 “Share Based Payment”. The 
fair value of these awards has been determined at the date of grant of the award allowing for the effect of 
any market-based performance conditions. This fair value, adjusted by the Group’s estimate of the 
number of awards that will eventually vest as a result of non-market conditions, is expensed uniformly 
over the vesting period. 
The fair values were calculated using a Monte Carlo model with suitable modifications to allow for the 
specific performance conditions of the LTIP. The inputs to the model include the share price at date of 
grant, exercise price, expected volatility, expected dividends and the risk free rate of interest. A 
progressive dividend growth policy is assumed in all fair value calculations. Expected volatility has been 
calculated using historical share prices over the period to date of grant that is commensurate with the 
performance period of the option. The share prices of the mining companies in the Adapted Comparator 
Group have been modelled based on historical price movements over the period to date of grant which is 
also commensurate with the performance period for the option. The history of share prices is used to 
determine the volatility and correlation of share prices for the companies in the Adapted Comparator 
Group and is needed for the Monte Carlo simulation of their future TSR performance relative to the 
Company’s TSR performance. All options are assumed to be exercised six weeks after vesting. 
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The assumptions used in the calculations of the charge in respect of the LTIP awards granted during the 
year are set out below: 

 LTIP August 2009 LTIP January 2010 

Date of grant 1 August 2009 1 January 2010 

Number of instruments 2,478,000 14,000 

Exercise price USD$0.10 USD $0.10 

Share price at the date of grant GBP £17.64 GBP £26.11 

Contractual life 3 years 3 years 

Expected volatility 70% pa 70% pa 

Expected option life 3.2 years 3.2 years 

Expected dividends 1.4% pa 1.4% pa 

Risk free interest rate 2.3% pa 2.3% pa 

Expected annual forfeitures  13.5% pa 13.5% pa 

Fair value per option granted GBP £12.026 GBP £17.80 
 
The Group recognised total expenses of $15.6 million and $13.1 million related to equity settled share 
based payment transactions in the year ended 31 March 2010 and in the year ended 31 March 2009 
respectively. 
 
 
30. Retirement benefits  
 
The Group operates pension schemes for the majority of its employees in India, Australia and Zambia. 
 
 (a) Defined contribution schemes 
 
Indian pension schemes 
 
Central Provident Fund 

 
The Central Provident Fund relates to all full time Indian employees of the Group. The amount 
contributed by the Group is a designated percentage of 12% of basic salary less contributions made as 
part of the Pension Fund (see below), together with an additional contribution of 12% of salary made by 
the employee or maximum permissible percentage of basic salary  as opted by the individual employees. 
 
The benefit is paid to the employee on their retirement or resignation from the Group. 
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Superannuation 
Superannuation, another pension scheme applicable in India, is applicable only to senior executives. 
Certain companies hold policies with the Life Insurance Corporation of India (“LIC”), to which they 
contribute a fixed amount relating to superannuation, and the pension annuity is met by the LIC as 
required, taking into consideration the contributions made. Accordingly, this scheme has been accounted 
for on a defined contribution basis and contributions are charged directly to the income statement. 
 
Pension Fund 
The Pension Fund was established in 1995 (16/11/1995) and is managed by the Government. The 
employee makes no contribution to this fund but the employer makes a contribution of 8.33% of salary 
each month subject to a specified ceiling per employee. This must be provided for every permanent 
employee on the payroll. 
 
At the age of superannuation, contributions cease and the individual receives a monthly payment based 
on the level of contributions through the years, and on their salary scale at the time they retire, subject to 
a maximum ceiling of salary level. The Government funds these payments, thus the Group has no 
additional liability beyond the contributions that it makes, regardless of whether the central fund is in 
surplus or deficit. 
 
Australian Pension Scheme 
The Group also operates defined contribution pension schemes in Australia. The contribution of a 
proportion of an employee’s salary into a superannuation fund is a compulsory legal requirement in 
Australia. The employer contributes 9% of the employee’s gross remuneration where the employee is 
covered by the industrial agreement and 12% of the basic remuneration for all other employees, into the 
employee’s fund of choice. All employees have the option to make additional voluntary contributions. 
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Zambian Pension Scheme 
 
The KCM Pension Scheme is applicable to full time permanent employees of KCM (subject to the 
fulfilment of certain eligibility criteria). The management of the scheme is vested in the trustees 
consisting of representatives of the employer and the members. The employer makes a monthly 
contribution to the KCM Pension Scheme of an amount equal to 11% of that month’s pensionable salary 
and the member makes monthly contributions to the fund of an amount equal to 5% of that month’s 
pensionable salary.  
 
All contributions to the KCM Pension Scheme in respect of a member cease to be payable when the 
member attains normal retirement age of 55 years, or upon leaving the service of the employer, or when 
the member is permanently medically incapable of performing duties in the service of the employer. 
Upon such cessation of contribution on the grounds of normal retirement, or being rendered medically 
incapable of performing duties, or early voluntary retirement within five years of retirement, the 
member is entitled to receive an immediate annual pension equal to his accrued pension. The member is 
allowed to commute his/her accrued pension subject to certain rules and regulations. The trustees of the 
KCM Pension Scheme may also allow the purchase of an annuity for the benefit of members from a life 
assurance company or other providers of annuities, subject to statutory regulations.  
 
The Group has no additional liability beyond the contributions that it makes, regardless of whether the 
KCM Pension Scheme is in surplus or deficit. Accordingly, this scheme has been accounted for on a 
defined contribution basis and contributions are charged directly to the income statement. 
 
(b) Defined benefit schemes 

 
India 
The Gratuity schemes are defined benefit schemes which are open to all Group employees in India who 
have a minimum of five years of service with their employing company. These schemes are funded by 
the Group in some subsidiaries. Based on actuarial valuation, a provision is recognised in full for the 
projected obligation over and above the funds held in scheme. In case where there is no funding held by 
the scheme, full provision is recognised in the balance sheet. Under these schemes, benefits are provided 
based on final pensionable pay. 
 
The assets of the schemes are held in separate funds and a full actuarial valuation of the schemes is 
carried out on an annual basis. 
 
MALCO 
MALCO does not contribute to the LIC. Its Gratuity scheme is accounted for on a defined benefit basis. 
An actuarial valuation was performed as at 31 March 2010 using the projected unit actuarial method. At 
that date the fund was in deficit. 
 
BALCO 
Balco does not contribute to the LIC. Liabilities (as at 31 March 2010) with regard to the Gratuity scheme 
are fully provided in the Balance Sheet and are determined by actuarial valuation as at the balance sheet 
date and as per gratuity regulations for the company. The latest actuarial valuation was performed as at 
31 March 2010 using the projected unit actuarial method. At that date the fund was in deficit. 
 
HZL 
HZL contributes to the LIC based on an actuarial valuation every year. HZL’s Gratuity scheme is 
accounted for on a defined benefit basis. The latest actuarial valuation was performed as at 31 March 
2010 using the projected unit actuarial method. At that date the fund was in deficit. 
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VAL 
VAL contributes to the LIC, Mumbai through the Employee Gratuity Scheme based on an actuarial 
valuation obtained by LIC every year.  The latest actuarial valuation was performed by LIC on 31 March 
2009. In addition, we have another actuarial valuation from a third party for estimation of the gratuity 
liability using the projected unit actuarial method on a quarterly basis. The latest valuation was 
performed on 31st March 2010. As at 31st March 2010 the LIC fund was in deficit and the difference of 
valuation between LIC and third party is provided in the books of VAL as provision for gratuity. 
Sterlite 
Sterlite contributes to the LIC. Liabilities with regard to the Gratuity scheme are fully provided in the 
Balance Sheet and are determined by actuarial valuation as at the balance sheet date and as per gratuity 
regulations for the company. The latest actuarial valuation was performed as at 31 March 2010 using the 
projected unit actuarial method. At that date the fund was in deficit. 
 
Sesa Goa 
Sesa Goa contributes to the LIC and ICICI Prudential based on actuarial valuation every year. Sesa Goa’s 
Gratuity scheme is accounted for on a defined benefit basis. The latest actuarial valuation was performed 
as at 31 March 2009 using the projected unit actuarial method. At that date the fund was in deficit. 

 
Zambia 
 
KCM 
Specified permanent employees of KCM are entitled to receive medical and retirement severance 
benefits. This comprises two months’ basic pay for every completed year of service with an earliest 
service start date of 1 July 2004. Under this scheme, benefits are provided based on final pensionable pay 
and a full actuarial valuation of the scheme is carried out on an annual basis. The accruals are not 
contributed to any fund and are in the form of provisions in KCM’s accounts. At 31 March 2010  the fund 
was in deficit. 
 
On the death of an employee during service, a lump sum amount is paid to his dependants. This amount 
is equal to sixty months’ basic pay for employees who joined before 1 April 2000 and thirty months’ basic 
pay for employees who joined on or after 1 April 2000. For fixed term contract employees, the benefit 
payable on death is thirty months’ basic pay.   
 
As at 31 March 2010, membership of pension schemes across MALCO, BALCO, HZL, VAL, Sterlite, Sesa 
and KCM stood at 29,637 employees (31 March 2009: 27,716). The deficits, principal actuarial 
assumptions and other aspects of these schemes are disclosed in further detail in notes (d) and (e) below. 
 
(c) Pension scheme costs 
Contributions of $36.7 million and $nil million in respect of defined benefit schemes were outstanding 
and prepaid respectively as at 31 March 2010 (2009:  $3.0 million and $ nil million respectively) 
Contributions to pension schemes in the year ending 31 March 2011 are expected to be around $7.0 
million. 
  
 
Pension Scheme Costs 

Year ended 
31 March 2010 

$ million 

Year ended 
31 March 2009 

$ million 
Defined contribution pension schemes 17.7 17.7 
Defined benefit pension schemes 20.5 2.3 
 38.2 20.0 
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(h) Movements in the fair value of scheme assets 
  As at 

31 March 2010 
$ million 

As at 
31 March 2009 

$ million 
At 1 April 23.4 26.8 
At acquisition 2.4 - 
Contributions received 15.5 11.4 
Benefits paid (13.2) (10.7) 
Expected return on plan asset 1.8 2.0 
Foreign exchange differences 2.7 (6.1) 
At 31 March 32.6 23.4 

 
(i) Five year history 
 
Defined benefit pension plan 
  As at 

31 Mar 1
$ million

As at 
31 Mar 09
$ million

As at 
31 Mar 0
$ millio

As at 
31 Mar 07
$ million

As at 
31 Mar 06
$ million

Experience (losses)/gains arising on scheme liabilities (11.3) 7.8 1.4 2.9 8.6 
Difference between expected and actual return on  
plan assets - 0.1 - (0.1) - 
Fair value of pension scheme assets 32.6 23.6 26.8 17.0 14.0 
Present value of pension scheme liabilities (69.3) (52.9) (69.3) (52.3) (52.2) 
Deficits in the schemes (36.7) (29.3) (42.5) (35.3) (38.2) 
 
 
31. Share capital 
 
  At 31 March 2010 At 31 March 2009 
Authorised Number $ million Number $ million 
Ordinary shares of 10 US cents each 400,000,000 40.0 400,000,000 40.0 
Deferred shares of £1 each 50,000 0.0 50,000 0.0 
 400,050,000 40.1 400,050,000 40.1 
 

Ordinary shares issued and fully paid Number $ million Number $ million 
        
Ordinary shares of 10 US cents each 296,101,246 29.6 288,878,266 28.9 
Deferred shares of £1 each 50,000 - 50,000 - 
 296,151,246 29.6 288,928,266 28.9 
 
During the year ended 31 March 2010, the Company issued 418,532 shares to the employees pursuant to 
the LTIP scheme (2009: 705,129 shares). During the year ended 31 March 2010, the Company issued 
6,804,628 shares represented by Global Depositary Receipts on conversion of the convertible bond (2009: 
42,452). The holders of these shares are not entitled to exercise voting rights. 
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The holders of deferred shares do not have the right to receive notice of any general meeting of the 
Company nor the right to attend, speak or vote at any such general meeting. The deferred shares have no 
rights to dividends and, on a winding-up or other return of capital, entitle the holder only to the 
payment of the amounts paid on such shares after repayment to the holders of Ordinary Shares of the 
nominal amount paid up on the Ordinary Shares plus the payment of £100,000 per Ordinary Share. Of 
the 50,000 deferred shares, one deferred share was issued at par and has been fully paid, and 49,999 
deferred shares were each paid up as to one-quarter of their nominal value.  
                                                                                                     
During the year ended 31 March 2010, the Company continued its share buy-back programme and 
purchased 11,502,873 of its own shares which are held in treasury. At 31 March 2010, the total number of 
shares held in treasury was 21,080,683 (2009: 9,577,810). 
 
32. Business Combinations  
 
On 11 June 2009, Sesa Goa signed a  Share Purchase Agreement under which Sesa Goa acquired all the 
outstanding common shares of V S Dempo & Co. Private Limited (“Dempo”), which in turn, also holds 
100% of the equity shares of Dempo Mining Corporation Private Limited and 50% of the equity shares of 
Goa Maritime Private Limited for a total consideration of $361.0 million, after a working capital 
adjustment of $39.0  million. The operating and financial results of Dempo have been consolidated 
effective from 11 June 2009, which was the date of acquisition.  Dempo is mainly involved in iron ore 
mining. 
 
The net assets of Dempo as acquired have been included in the results at fair value, as  detailed in the 
table below: 
 
 
$ million 

Book value Fair value 
adjustments 

Fair value 

Assets    
Non-current assets    
Property, plant and equipment 24.2 472.6 496.8 
 24.2 472.6 496.8 
Current assets    
Inventories 16.0 - 16.0 
Trade and other receivables 10.0 - 10.0 
Deferred tax assets 0.1 (0.1) - 
Cash and cash equivalents 34.6 - 34.6 
 60.7 (0.1) 60.6 
Liabilities    
Current liabilities     
Trade and other payables (18.4) - (18.4) 
Current tax liabilities (3.2) - (3.2) 
 (21.6) - (21.6) 
Non-current liabilities    
Medium-term borrowing (12.4) - (12.4) 
Deferred tax liabilities - (160.7) (160.7) 
Provisions (0.2) (1.2) (1.4) 
 (12.6) (161.9) (174.5) 
Net assets 50.7 310.6 361.3 
    
Satisfied by:    
Cash consideration paid   335.1 
Deferred Consideration   26.2 
 
The Company has carried out a fair value assessment of the assets acquired during acquisition.  Since the 
date of acquisition, Dempo has contributed $228.0 million to the revenue and $83.4 million to the net 
profit of the Group for the year ended 31 March 2010. If Dempo had been acquired at the beginning of the 
year, the revenue of the Group would have been $ 45.0 million higher and the net profit of the Group 
would have been $ 5.2 million higher. 
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33. Commitments, guarantees and contingencies 
  
Commitments 
 
The Group has a number of continuing operational and financial commitments in the normal course of 
business including: 
- Exploratory mining commitments; 
- Mining commitments arising under production sharing agreements; and 
- Completion of the construction of certain assets. 
 
 
 

  

As at 
31 March 2010 

$ million 

As at 
31 March 

2009 
$ million 

Capital commitments contracted but not provided 4,065.4 3,674.0 
 
Commitments at 31 March 2010 primarily related to the expansion projects at HZL $85.6 million (2009: 
$281.0 million), KCM $ 180.0 million (2009: $143.7 million), VAL $1,013.6 million (2009: $2,166.3 million), 
SEL $258.6 million (2009: $536.6 million), BALCO $512.8 million (2009: $474.5 million) and Talwandi Sabo 
$ 1,589.4 million (2009: Nil). 
 
Guarantees 
 
Companies within the Group provide guarantees within the normal course of business. Guarantees have 
also been provided in respect of certain short-term and long-term borrowings. 
A summary of the most significant guarantees is set out below: 
 
As at 31 March 2010, $133.3 million of guarantees were advanced to banks in the normal course of 
business (2009:  $252.7 million). The Group has also entered into guarantees advanced to the customs 
authorities in India of $908.3 million relating to the export of iron ore and payment of import duties on 
purchases of raw material (2009: $283.5 million). 
 
Export obligations 
 
The Indian entities of the Group have export obligations of $5,091.2 million (2009: $3,909.0 million) on 
account of concessional rates of import duty paid on capital goods under the Export Promotion Capital 
Goods Scheme and under Advance Licence Scheme for import of raw material laid down by the 
Government of India. 
 
In the event of the Group’s inability to meet its obligations, the Group’s liability would be $723.0 million 
(2009: $556.5 million), reduced in proportion to actual exports. This liability is backed by bonds executed 
in favour of the customs department amounting to $958.2 million (2009: $515.5 million). 
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Guarantees to suppliers 
 
The Group has given corporate guarantees to certain suppliers of concentrate. The value of these 
guarantees was $170 million at 31 March 2010 (2009: $120.0 million). 
 
Environmental and terminal benefits (‘ETB’) cash reserve account – KCM 
 
Pursuant to the terms of the shareholders’ agreement between VRHL and ZCI dated 5 November 2004, 
KCM is expected to contribute a minimum of $10 million (with a maximum of $18.0 million) in any 
financial year to ensure that the amount of ETB liabilities are covered by a cash reserve when the life of 
the Konkola Ore Body comes to an end. The ETB liabilities refer to KCM’s obligations in relation to the 
environment and any terminal benefits payable to its employees. As at 31 March 2010, ETB liabilities 
provided for were $76.0 million (2009: $49.9 million), although these liabilities are likely to fluctuate at 
each future reporting date. 
 
Shortfall Funding Commitment – KCM 
 
Pursuant to the KCM acquisition agreement, Vedanta has agreed to fund capital expenditure in the 
period from the date of acquisition to the earlier of 5 November 2013, the exercise of certain call options 
previously held by ZCI and Vedanta’s divestment of its interest in KCM (the earliest date of which was 1 
January 2008), up to a limit of $220 million in the event that internally generated cash flows are 
insufficient to fund the capital expenditure programme set out in the acquisition agreement. 
 
Contingencies 
 
The Group has the following significant contingencies. With regard to the claims against Group 
companies included below, unless stated, no provision has been made in the financial statements as the 
Directors believe that it is more likely than not that the claims will not give rise to a material liability. 
 
MALCO claims with Tamil Nadu Electricity Board (‘TNEB’) 
 
TNEB is claiming $22.6 million from MALCO for an electricity self-generation levy for the period from 
May 1999 to June 2003. This claim has arisen since the commissioning of MALCO’s captive power plant 
in 1999. The company has sought an exemption from the application of this levy from the Government of 
India. The application is under consideration. Meanwhile, the Madras High Court has granted an interim 
ruling in favour of MALCO pending a final decision.  
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HZL: Department of Mines and Geology 
The Department of Mines and Geology of the State of Rajasthan issued several show cause notices in 
August, September and October 2006 to HZL, totalling $74 million. These notices alleged unlawful 
occupation and unauthorised mining of associated minerals other than zinc and lead at HZL’s Rampura 
Agucha, Rajpura Dariba and Zawar mines in Rajasthan during the period from July 1968 to March 2006. 
HZL believes that the likelihood of this claim becoming an obligation of the company is unlikely and 
thus no provision has been made in the financial statements. HZL has filed writ petitions in the High 
Court of Rajasthan in Jodhpur and has obtained a stay in respect of these demands. 
 
VAL: Ministry of Environment and Forests (‘MOEF’) claim  
 
In respect of bauxite mines at Lanjigarh, Orissa, public interest submissions were filed in 2004 by certain 
non-government organisations (NGOs) to the Honourable Supreme Court of India sub-committee 
regarding the potential environmental impact of the mines. After hearing various submissions, on 8 
August 2008 the Supreme Court delivered its final order in favour of VAL. Final clearance from the 
environmental division of MOEF has been obtained whilst clearance from the Forestry division, which is 
expected to be received in the near term, remains outstanding. 
 
Miscellaneous Disputes – Sterlite, HZL, MALCO and BALCO 
 
The Indian excise and related indirect tax authorities have made several claims against the above 
companies for additional excise and indirect duties. The claims mostly relate either to the assessable 
values of sales and purchases or to incomplete documentation supporting the companies’ returns. 
 
The approximate value of claims against the companies total $380.4 million (2009: $221.3 million), of 
which $10.4 million (2009: $15.5 million) is included as a provision in the balance sheet as at 31 March 
2010. In the view of the Directors, there are no significant unprovided liabilities arising from these 
claims. 
 
34. Related party transactions 
 
The information below sets out transactions and balances between the Group and various related parties 
in the normal course of business for the year ended 31 March 2010.  
 
 
Sterlite Technologies Limited (“STL”) 

 31 March 2010 
$ million 

31 March 2009 
$ million 

Sales to STL 165.0 140.7 
Reimbursement of expenses 0.1 0.2 
Purchases - 0.1 
Net Interest Received  0.1 - 
Net amounts receivable at year end 4.4 8.1 
 
Sterlite Technologies Limited is related by virtue of having the same controlling party as the Group, 
namely Volcan. Pursuant to the terms of the Shared Services Agreement dated 5 December 2003 entered 
into by the Company, Sterlite and STL, the Company and Sterlite provide various commercial services in 
relation to STL’s businesses on an arm’s length basis and at normal commercial terms. For the year ended 
31 March 2010, the commercial services provided to STL were performed by certain senior employees of 
the Group on terms set out in the Shared Services Agreement.  The services provided to STL in this year 
amounted to $ XXX (2010: $27,154).  
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Twin Star Infrastructure Limited 
 
Sterlite Energy had issued cumulative convertible preference shares to Twin Star Infrastructure Limited 
prior to Sterlite Energy’s acquisition by the Group and an amount of $ Nil million was outstanding as at 
31 March 2010 (2009: $5.5 million). During the year ended 31 March 2010, Sterlite Energy paid dividends 
on the cumulative convertible preference shares of $Nil (2009: $3,689) to Twin Star Infrastructure 
Limited. Twin Star Infrastructure Limited is a related party by virtue of having the same controlling 
party as the Group, namely Volcan. 
 
Sterlite Foundation 
 
During the year $1.1 million was paid to the Sterlite Foundation (2009: $0.9 million).  
 
Sterlite Foundation is a registered not-for-profit entity engaged in computer education and other related 
social and charitable activities. The major activity of the Sterlite Foundation is providing computer 
education for disadvantaged students. The Sterlite Foundation is a related party as it is controlled by 
members of the Agarwal family who controls Volcan. Volcan is also the majority shareholder of Vedanta 
resources Plc. 
 
Sesa Goa Community Foundation Limited 
 
Following the acquisition of Sesa Goa, the Sesa Goa Community Foundation Limited, a charitable 
institution, became a related party of the Group on the basis that key management personnel of the 
Group have significant influence on Sesa Goa Community Foundation Limited. During the year ended 
31 March 2010, $0.7 million (2009:  $1.1 million) was paid to the Sesa Goa Community Foundation 
Limited. 
 
The Anil Agarwal Foundation 
 
During the year, $0.6 million (2009: $0.5 million) was received from the Anil Agarwal Foundation 
towards reimbursement of administrative expenses. The Anil Agarwal Foundation is a registered not-
for-profit entity engaged in social and charitable activities. The Anil Agarwal Foundation is controlled by 
members of the Agarwal family. 
 
VOLCAN 
 
 31 March 2010 

$ million 
31 March 2009 

$ million 

Reimbursement of bank charges - (0.3) 
 
In relation to the shares of Sterlite held by Twin Star, MALCO issued guarantees to the Income Tax 
Department of India, at the request of Volcan.  The amount payable for the year ended 31 March 2010 as 
$0.0 million (2009: $0.3 million). 
 
In addition, a limited number of employees are seconded from Sterlite to STL and similarly from STL to 
Sterlite.  The company which benefits from the seconded employees bear their employment costs. 
 
Henry Davis York 

 31 March 2010 
$ million 

31 March 2009 
$ million 

Consultancy services 0.4 0.7 
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Henry Davis York provides consultancy services to a subsidiary of the group. The executive 
management of Henry Davis York hold a similar office at the said subsidiary 
 
Sterlite Iron and Steel Limited 

 31 March 2010 
$ million 

31 March 2009 
$ million 

Reimbursement of expenses 0.1 - 
Sterlite Iron and Steel Limited is a related party by virtue of having the same controlling party as the 
Group, namely Volcan. 
 
Sterlite Shipping Venture Limited 

 31 March 2010 
$ million 

31 March 2009 
$ million 

Reimbursement of expenses 0.01 - 
Sterlite Shipping Venture Limited is controlled by members of the Agarwal family. 
 
 
Vedanta Medical Research Association 

 31 March 2010 
$ million 

31 March 2009 
$ million 

Loan balance receivable  3.5 - 
Other amount receivable at year end  4.5 - 
Vedanta Medical Research Association is a related party of the Group on the basis that key management 
personnel of the Group exercise significant influence. 
 
Vedanta University 

 31 March 2010 
$ million 

31 March 2009 
$ million 

Reimbursement of expenses (0.1) - 
Vedanta University is a related party of the Group on the basis that key management personnel of the 
Group exercise significant influence. 
 
 
Remuneration of key management personnel 
 
The remuneration of the directors and the key management personnel of the Group are set out below in 
aggregate for each of the categories specified in IAS 24 Related Party Disclosures.  
 
 Year ended 

31 March 2010 
$ million 

Year ended 
31 March 2009 

$ million 
Short-term employee benefits 8.7 8.4 
Post employment benefits 0.5 0.5 
Share based payments  9.4 1.0 
 18.6 9.9 
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35. Share transactions 
 
Call Options – HZL 
 
The Company’s wholly owned subsidiary, SOVL, was granted two call options to purchase all of the 
Government of Indian’s shares in HZL at fair value, the first of which was successfully exercised in 2003. 
SOVL exercised the second call option on 21 July 2009 to which the Government has responded by 
stating that they do not believe the option can be validly exercised under company law. The company 
has therefore appointed an arbitrator under the terms of the shareholders’ agreement but the 
Government of India is yet to do so. As a result, SOVL has filed an arbitration application pursuant to 
section 11(6) of the Arbitration and Conciliation Act 1996 in the Delhi High Court petitioning the court to 
constitute an arbitration tribunal. The hearing of the arbitration application is fixed for 18 May 2010. 
 
Call option — BALCO 
 
The Company purchased a 51.0% holding in BALCO from the Government of India on 2 March, 2001. 
Under the terms of this shareholder’s agreement (“SHA”) for BALCO, the Company has a call option 
that allows it to purchase the Government of India’s remaining ownership interest in BALCO at any 
point from 2 March, 2004. The Company exercised this option on 19 March, 2004. However, the 
Government of India has contested the validity of the option and the valuation. The Company sought an 
interim order from the High Court of Delhi to restrain the Government of India from transferring or 
disposing of its shareholding pending resolution of the dispute. The High Court directed on 7 August, 
2006 that the parties attempt to settle the dispute by way of a mediation process as provided for in the 
SHA. However, as the dispute could not be settled through mediation, it has been referred to arbitration 
as provided for in the SHA. Arbitration proceedings commenced on 16 February 2009 and after a few 
rounds of hearing, the next date for hearing is fixed between 27 August 2010 and 29 August 2010. 
 
Share Purchases 
During financial year 2010, the Group increased its holding in certain of its subsidiaries through open 
market purchases. The details of such purchases are as follows:  
 
a) 1,868,792 shares of Sterlite Industries India Limited accounting for 0.24% of SIIL’s total equity. 
b) 28,675,642 shares of Sesa Goa accounting for 3.51% of Sesa’s total equity. 
c) 1,459,323 shares of Malco accounting for 1.30% of Malco’s total equity. 
The aggregate loss arising on these transactions of $96.8 million was recorded within equity. 
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37. Ultimate controlling party 
 
At 31 March 2010, the ultimate controlling party of the Group was Volcan, which is controlled by 
persons related to the Executive Chairman, Mr Anil Agarwal. Volcan, which is incorporated in the 
Bahamas, and does not produce Group accounts. 
 
 
38. Company balance sheet 

 Notes 

31March 
2010 

$ million 

31March 
 2009 

$ million 

Fixed assets    
Tangible assets 40 0.2 0.4 
Investments in subsidiaries 41 713.3 713.3 
Investment in preference shares of subsidiaries 42 178.9 2.6 
Financial asset investment 43 0.5 0.2 
Derivative asset  - 13.5 
  892.9 730.0 
Current assets    
Debtors due within one year 44 587.8 868.9 
Debtors due after one year 44 3,350.6 2,027.9 
Current asset investments 45 199.1 371.2 
Cash at bank and in hand  1.4 2.7 
  4,138.9 3,270.7 
Creditors: amounts falling due within one year    
Trade and other creditors 46 (78.0) (34.1) 
Bonds 46 - (614.7) 
External Borrowings 46 (186.2) - 

Loan from Subsidiary 46       (180.4) - 
  (444.6) (648.8) 
Net current assets  3,694.3 2,621.9 
Total assets less current liabilities   4,587.2 3,351.9 
Creditors: amounts  falling due after one year    
Amounts due to subsidiary undertakings 47 (1,224.9) (632.5) 
External Borrowings 47 (2,592.7) (2,222.9) 
Derivative liabilities 47 (12.1) (30.9) 
  (3,829.7) (2,886.2) 
Net assets  757.5 465.6 
Capital and reserves    
Called up  share capital 48 29.6 28.9 
Share premium account 48 196.8 21.1 
Share-based payment reserve 48 25.6 14.1 
Convertible bond reserve 48 305.9 111.6 
Other reserves 48 (1.8) (2.1) 
Treasury shares 48 (428.9) (80.3) 
Profit and loss account 48 630.3 372.3 
Shareholders’ funds 48 757.5 465.6 
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39. Company accounting policies 
The Vedanta Resources plc (“the Company”) balance sheet and related notes have been prepared in 
accordance with United Kingdom generally accepted accounting principles and UK company law (‘UK 
GAAP’). The financial information has been prepared on an historical cost basis. As permitted by the 
Companies Act 2006, the profit and loss account of the parent company is not presented as part of these 
financial statements. 

Significant accounting policies 

Investments in subsidiaries 
Investments in subsidiaries represent equity holdings in subsidiaries valued at cost less any provision for 
impairment. Investments are reviewed for impairment if events or changes in circumstances indicate that 
the carrying amount may not be recoverable.  
 
Investment in preference shares of subsidiaries 
Investments in preference shares of subsidiaries are stated at fair value. The fair value is represented by 
the face value of the preference shares as the investments are redeemable at any time for their face value 
at the option of the Company. 

Currency translation 
Transactions in currencies other than the functional currency of the Company, being US dollars, are 
translated into US Dollars at the spot exchange rates ruling at the date of transaction. Monetary assets 
and liabilities denominated in other currencies at the balance sheet date are translated into US dollars at 
year end exchange rates, or at a contractual rate if applicable.  

Tangible fixed assets 
Tangible fixed assets are stated at cost less accumulated depreciation and provision for impairment.  

Deferred taxation 
Deferred taxation is provided in full on all timing differences that result in an obligation at the balance 
sheet date to pay more tax, or a right to pay less tax, at a future date, subject to the recoverability of 
deferred tax assets. Deferred tax assets and liabilities are not discounted. 

Share-based payments 
The cost of equity-settled transactions with employees is measured at fair value at the date at which they 
are granted. The fair value of share awards with market-related vesting conditions are determined by an 
external valuer and the fair value at the grant date is expensed on a straight-line basis over the vesting 
period based on the Company’s estimate of shares that will eventually vest. The estimate of the number 
of awards likely to vest is reviewed at each balance sheet date up to the vesting date at which point the 
estimate is adjusted to reflect the current expectations. No adjustment is made to the fair value after the 
vesting date even if the awards are forfeited or not exercised. Amounts recharged to subsidiaries in 
respect of awards granted to employees of subsidiaries are recognised as intercompany debtors until 
repaid.  

Borrowings 
Interest bearing loans are recorded at the net proceeds received i.e. net of direct transaction costs. Finance 
charges, including premiums payable on settlement or redemption and direct issue costs, are accounted 
for on accruals basis and charged to the profit and loss account using the effective interest method and 
are added to the carrying amount of the instrument to the extent that they are not settled in the period in 
which they arise. 
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Convertible Bonds 
The Convertible bonds issued by VRJL and VRJIIL (note 47) are accounted for as a compound 
instrument. The gross proceeds (net of issue costs) were lent to the Company by VRJL and VRJIIL.  The 
equity component has been recognised in a separate reserve of the company and is not being 
subsequently remeasured. The recognition of the equity component by the company acts to reduce the 
payable to VRJL and VRJIIL which arises once the gross proceeds are borrowed. The liability component 
is held at amortised cost. The interest expensed on the liability component is calculated by applying an 
effective interest rate. The difference between this amount and interest paid is added to the carrying 
amount of the liability component. 
The bonds are first convertible into preference shares of the issuer having a paid value of $100,000 per 
Preference share, which are exchanged immediately for ordinary shares of the Company.   
 

Financial instruments 
The Company has elected to take the exemption provided in paragraph 3C (b) of FRS 25 in respect of 
these parent company financial statements.  Full disclosures are provided in note 26 to the consolidated 
financial statements of the Group for the period ended 31 March 2010. 

Derivative financial instruments 
Derivative financial instruments are initially recorded at their fair value on the date of the derivative 
transaction and are re-measured at their fair value at subsequent balance sheet dates.  
Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded 
in the profit and loss account.  The hedged item is recorded at fair value and any gain or loss is recorded 
in the profit and loss account and is offset by the gain or loss from the change in the fair value of the 
derivative. 
Derivative financial instruments that do not qualify for hedge accounting are marked to market at the 
balance sheet date and gains or losses are recognised in the profit and loss account immediately. 
Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated or 
exercised, or no longer qualifies for hedge accounting. Any cumulative gain or loss on the hedging 
instrument recognised in equity is kept in equity until the forecast transaction occurs. If a hedged 
transaction is no longer expected to occur, the net cumulative gain or loss recognised in equity is 
transferred to net profit or loss for the year. 

Cash flow statement 
The Company’s individual financial statements are outside the scope of FRS 1 Cash Flow Statements 
because the Company prepares publicly available consolidated financial statements, which include a 
consolidated cash flow statement. Accordingly, the Company does not present an individual company 
cash flow statement. 

Related party disclosures 
The Company’s individual financial statements are exempt from the requirements of FRS 8 Related Party 
Disclosures because its individual financial statements are presented together with its consolidated 
financial statements. Accordingly, the individual financial statements do not include related party 
disclosures. 
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40. Company tangible fixed assets 

 $ million 

Cost  

At 1 April 2009 1.2 

Additions 0.0 

At 31 March 2010    1.2 

Accumulated depreciation  

At 1 April 2009 0.8 

Charge for the period 0.2 

At 31 March 2010 1.0 

Net book value  

At 1 April 2009 0.4 

At 31 March 2010 0.2 

 
41. Investments in subsidiaries 

 $ million 

Cost  

At 1 April 2009 713.3 

At 31 March 2010 713.3 

At 31 March 2010, the Company held 139,559,950 shares in VRHL (2009: 139,559,950 shares), being 100% 
of VRHL’s issued equity share capital. The Company also held one deferred share in VRHL (2009: one). 
At 31 March 2010, the Company held 2 shares in Vedanta Finance Jersey Limited (“VFJL”) being 100% of 
its issued equity share capital (2009: two).   
Two new companies Vedanta Resources Jersey Limited (“VRJL”) and Vedanta Resources Jersey II 
Limited (“VRJIIL”) were also incorporated in the Year ending March 2010. 
The company holds 2 shares in Vedanta Resources Jersey Limited (“VRJL”) and 2 shares in Vedanta 
Resources Jersey II Limited (“VRJIIL”), being 100% of its equity share capital. 
VRHL is an intermediary holding company incorporated in England and Wales. VFJL, VRJL and VRJ II L  
are companies established to raise funds for the Vedanta Group via  convertible bond issue and are 
incorporated in Jersey. 
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42. Investment in preference shares of subsidiaries 

 $million 

Fair value  

At 1 April 2009 2.6 

Additions 176.3 

At 31 March 2010 178.9 

  

At 1 April 2008 1.5 

Additions 1.1 

At 31 March 2009 2.6 

As at 31 March 2010, the Company held 178,916,000 preference shares in VFJL (2009 : 2,601,000). These 
shares, issued in 2008 and 2009, entitle the holder to a dividend of 4.6% of their face value. 
 
 
 
 
43. Financial asset investment  

 $million 

Fair value  

At 1 April 2009 0.2 

Additions - 

Fair value movement in investment 0.3 

At 31 March 2010 0.5 

  

At 1 April 2008 1.0 

Additions - 

Fair value movement in investment (0.8) 

At 31 March 2009 0.2 

 
The investment relates to an equity investment in Victoria Gold Corporation. The investment in 2009 was 
in an equity investment in Strata Gold. During the year Strata Gold was merged with Victoria Gold, as a 
result of restructuring, the company received 624,500 shares in Victoria gold in exchange for its 
investment on 5,000,000 shares in Strata Gold. 
At 31 March 2010, the investment in Victoria Gold Corporation was revalued and a gain of $0.3 million 
was recognised in equity. 
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44. Company debtors 

 

31 March 2010 

$ million 

31 March 2009 

$ million 

 

Amounts due from subsidiary undertakings 3,938.0 2,896.4 

Prepayments and accrued income 0.2 0.3 

Other taxes 0.2 0.1 

Total          3,938.4            2,896.8 

Debtors due within one year 587.8 868.9 

Debtors due after one year 3,350.6 2,027.9 

Total           3,938.4           2,896.8 

Amounts due from subsidiary undertakings 
At 31 March 2010, the Company had loans due from VRHL of $1,894.4 million (2009: $1,492.5 million) 
which represented the downstreaming of funds to the subsidiaries. Out of the total loan, amount of 
$579.3 million bears interest at US dollar six months LIBOR plus 350 basis points, $500 million bears at 
5.8%, $250 million at 8.95% ,$200 million bears at 5.9%, $137.0 million at 9.7% $103.6 million at 8.95% and 
$76.7 million at 8.8%. In addition to the loans, the Company was owed $127.0 million of accrued interest 
(2009: $58.3 million). 
At 31 March 2010 the Company had a loan of $892 million (2009: :$1,000 million), $500 million (2009:nil), 
$112 million (2009:nil), and $350 million (2009: $250 million), receivable from Richter, Welter, Twinstar 
and KCM respectively and $30.4 million of other amounts due from subsidiary undertakings (2009: $49.4 
million). 
 
 
 
45. Company current asset investments 

 

31 March 2010 

$ million 

31 March 2009 

$ million 

 Bank term deposits 197.6 203.5 

 Short term unit trusts and liquidity funds 1.5 167.7 

Total 199.1 371.2 
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46. Company creditors: amounts falling due within one year 

 

31 March 2010 

$ million 

31 March 2009 

$ million 

Trade creditors (44.2) (5.9) 

Accruals and deferred income (33.8) (28.2) 

Bond (Due 2010) - (614.7) 

External Borrowings (186.2) - 

Loan from Subsidiary (180.4) - 

Total (444.6) (648.8) 

The $600 million bond due in February 2010 was repaid on its due date. 
The external borrowings above represent a loan taken out from ICICI Bank at an interest rate of 1 month 
USD Libor plus 350 basis points. The loan is short term and repayable in June 2010. 
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47. Company creditors: amounts falling due after one year 

 

31 March 2010 

$ million 

31 March 2009 

$ million 

Loan from subsidiary (1,224.9) (632.5) 

Bond & loans (2,592.7) (2,222.9) 

Derivative liability (12.1) (30.8) 

Total (3,829.7) (2,886.2) 

Loans from subsidiaries include a loan from VJYL relating to its issue of $1.25 billion convertible bonds 
(bond issued in July 2009) and from VRJIIL related to its issue of $883 million convertible bond (bond 
issued in March 2010). During 2010, interest was charged at the effective interest rate of 11.17% and 
interest rate of 4.0% respectively. Loans from subsidiaries also include $ 0.01 million payable to Finsider 
International Limited in respect of funds received (2009: $22.1 million).  
 
A loan of $373 million was also taken from Bank of Tokyo-Mitsubishi UFJ Ltd (“BTMU”) in January 2010 
at an interest rate of 1 month USD Libor plus 425 basis points. This amount is repayable in July 2011. 
During the year the company also issued two convertible bonds for $1.25 billion in Vedanta Resources 
Jersey Limited (“VRJL”) at a coupon rate of 5.5% and $883 million in Vedanta Resources Jersey II Limited 
(“VRJIIL”) at a coupon rate of 4.0%, repayable in July 2016 and March 2017 respectively. 
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48. Company reconciliation of movement in equity shareholders’ funds 

 

Share 
capital 

$million 

Share 
premium 
account 

$ million 

Share-
based 

payment 
reserve 

$ million 

Convertible 
bond 

reserve 

$ million 

 

Treasury 
Shares 

$ million 

Profit 
and loss 
account 

$ million 

Other 
Reserves 

$ million 

Total 

$ 
million 

Equity shareholders’ funds at  

1 April 2009 
28.9 21.1 14.1 111.5 

(80.3) 
372.3 (2.1) 465.5 

Profit for the year - - - - - 347.0 - 347.0 

Dividends paid (note 13) - - - - - (117.9) - (117.9) 

Issue of convertible bond - - - 330.2 - - - 330.2 

Exercise of LTIP awards - - (4.1) - - 4.1 - - 

Recognition of share  

based payments 
- - 15.6 - 

- 
- - 15.6 

Conversion of convertible  

bond (note 25) 
0.7 175.7 - (109.5) 

- 
(1.6) - 65.3 

Convertible bond  

reserve transfer 
- - - (26.3) 

- 
26.3 - - 

Movement in fair value  

of financial investments  

(note 45) 

- - - - 

- 

- 0.3 0.3 

Purchase of Treasury Shares - - - - (348.6) - - (348.6) 

Equity shareholders’ funds at 31
March 2010 29.6 196.8 25.6 305.9 (428.9) 630.3 (1.8) 757.5 

 
 
49. Company contingent liabilities 
a. The Company has guaranteed $1,250 million convertible bonds issued by VRJL (2009: $nil). See note 25 
to the Group financial statements for further details on the convertible bonds.  
b. The Company has given a corporate guarantee to Vedanta Aluminium Ltd for an amount of $837.4 
million up to 31 March 2010.  
c. The Company also has issued other guarantees of $170.0 million to concentrate suppliers. 
d. . The Company has given a corporate guarantee to Konkola Copper Mines for an amount of $50 
million up to 31 March 2010. 
e. The Company has guaranteed $883 million convertible bonds issued by VRJIIL (2009: $nil). See note 25 
to the Group financial statements for further details on the convertible bonds.  
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50. Company share based payment  
 
The Company had certain LTIP awards outstanding as at 31 March 2010. See note 29 to the Group 
financial statements for further details on these share based payment awards. 
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INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF VEDANTA RESOURCES PLC 

 
We have audited the parent company financial statements of Vedanta Resources plc for the year 
ended 31 March 2010 which comprise the Parent Company Balance Sheet and the related notes 38 to 
50.  The financial reporting framework that has been applied in their preparation is applicable law 
and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting 
Practice). 
 
This report is 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 auditors’ 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, the directors are responsible for 
the preparation of the parent company financial statements and for being satisfied that they give a 
true and fair view.  Our responsibility is to audit the parent company 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 (APB’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 material 
misstatement, whether caused by fraud or error.  This includes an assessment of: whether the 
accounting policies are appropriate to the parent 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. 
 
Opinion on financial statements 
In our opinion the parent company financial statements: 
 give a true and fair view of the state of the parent company’s affairs as at 31 March 2010; 
 have been properly prepared in accordance with United Kingdom Generally Accepted 

Accounting Practice; and 
 have been prepared in accordance with the requirements of the Companies Act 2006. 
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Opinion on other matters prescribed by the Companies Act 2006 
In our opinion: 
 the part of the Directors’ Remuneration Report to be audited has been properly prepared in 

accordance with the Companies Act 2006; and 
 the information given in the Directors’ Report for the financial year for which the financial 

statements are prepared is consistent with the parent company 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 by the parent company, or returns adequate 

for our audit have not been received from branches not visited by us; or 
 the parent company financial statements and the part of the Directors’ Remuneration Report 

to be audited 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. 

 
Other matter 
We have reported separately on the group financial statements of Vedanta Resources plc  for the year 
ended 31 March 2010. 
 
 
 
David Paterson (Senior Statutory Auditor) 
for and on behalf of Deloitte LLP 
Chartered Accountants and Statutory Auditors  
London, United Kingdom 
5 May 2010 
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Summary consolidated income statement      
 Year ended Year ended Year ended Year ended Year ended 
 31 March 10 31 March 09 31 March 08 31 March 07 31 March 06 
 $ million $ million $ million $ million $ million 
Revenue 7,930.5 6,578.9 8,203.7   6,502.2 3,701.8 
EBITDA 2,295.9 1,612.2 3,010.4 2,703.0 1101.5 
Depreciation (563.0) (473.2)              (429.1) (195.4) (157.7) 
Exceptional/special items (67.3) (31.9) 11.1 (1.7) - 
Operating profit 1,665.6 1107.0      2,592.4 2,505.9 943.8 
Share of (loss)/profit in associate - - - (1.3) (1.4) 
Non-operating exceptional/special items - - - - - 
Profit before interest and taxation 1,665.6 1,107.0      2,592.4 2,504.6 942.4 
Net finance (costs)/investment revenues 176.0 74.0 170.8 (20.2) (7.7) 
Profit before taxation 1,841.6 1,181.0      2,763.2 2,484.4 934.7 
Taxation (330.4) (280.5)       (757.7) (672.7) (280.4) 
Profit after taxation 1,511.2 900.5      2,005.5 1,811.7 654.3 
Equity minority interests 908.9 681.1        1126.5 877.5 (280.8) 
Profit attributable to equity shareholders 
in parent 

 
602.3 

   
 219.4 

   
  879.0 934.2 373.5 

Dividends 
 

(117.9) 
 

(118.8) 
 

(104.3) (84.3) (49.4) 
Retained profit 484.4 100.6 774.7 849.9 324.1 
Basic earnings per share (US cents per 
share) 

   
  

Profit for the financial year                   219.6                    76.4   305.4 325.6 130.2 
Underlying Profit for the financial year 199.2 109.3 303.9 327.0 130.2 
Dividend per share (US cents per share) 45.0 41.5 36.5 29.3 17.25 
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Summary consolidated balance sheet 
 31 March 31 March 31 March 31 March 31 March 
 2010 2009 2008 2007 2006 
 $ million $ million $ million $ million $ million 
Goodwill 12.2 12.2             13.3  12.1 12.1 
Property, plant and equipment 14,326.7 9,348.4        8,354.5 3,838 2,763.0 
Fixed asset investments/associate 201.2 91.6             30.0  34.6 28.9 

Total fixed assets 
 

14,540.1 
 

9,452.2 
 

8,397.8 3,884.7 2,804.0 
Stocks 1,260.6 909.3        1,298.8  879.7 535.0 
Debtors 1,019.9 902.4 1,232.8 1,122.1 804.4 
Cash & current financial asset  
 investments 

 
7,239.4 

 
4,912.6 

 
5,106.7 2,185.2 2,091.7 

Total current assets 
 

9,519.9 
 

6,724.3 
   

7,638.3 4,187.0 3,431.1 
Short term borrowings (1,012.6) (1,298.5)      (1,417.2) (249.1) (239.8) 
Other current liabilities (2,670.3) (2,136.8) (2,102.5) (1336.8) (1,104.1) 

Total current liabilities 
 

(3,682.9) 
 

(3,435.3)     (3,519.7) (1,585.9) (1,343.9) 

Net current assets/(liabilities) 
 

5,837.0 
 

3,289.0 
   

4,118.6 2,601.1 2,087.2 
Total assets less current  
liabilities 

 
20,377.1 

 
12,741.2 

 
12,516.4 6,485.8 4,891.2 

Long term borrowings (7,161.0) (3,816.4) (1,556.9) (1,477.7) (1,836.4) 
Other long term liabilities (351.1) (136.1) (83.9) (106.4) (109.0) 
Provisions (1,413.5) (1,205.4) (1,608.5) (690.9) (547.6) 

Total long term liabilities 
 

(8,925.6) 
 

(5,157.9) 
 

(3,249.3) (2,275.0) (2,493.0) 
Equity minority interests (6,729.1) (4,458.7) ( 5,360.6) (1,824.5) (921.7) 
Non equity minority interest (11.9) (11.9) (59.4) (59.4) (59.4) 

Net assets attributable to the 
 equity holders of the parent 

 
 

4,710.5 

 
 

3,112.6 

 
 

3,847.1 2,326.9 1,417.1 
      
 2010   2009   2008   2007 2006 
Turnover $ million  $ million  $ million  $ million $ million 
Aluminium 914.2 906.6 1,140.2 993.4 453.0 
Copper:- 3,812.2 3,311.0 4,221.9 3,569.3 2,241.3 
         India/Australia         2,741.4              2537.9             3,118.8 2,553.4 1,537.9 
         Zambia 1,070.8 773.1 1,103.1 1,015.9 703.4 
Zinc 1,651.7 1,209.1 1,941.5             1,888.1 875.5 
Iron ore 1,221.7 1,070.4 888.9 - - 
Energy 330.7 51.3    
Other - - 11.3 51.4 132.0 
Group 7,930.5 6,578.9 8,203.7 6,502.2 3,701.8 
      
 2010   2009   2008   2007 2006 
EBITDA $ million  $ million $ million $ million $ million 
Aluminium 154.9 177.4            380.7  415.4 135.3 
Copper 317.7 222.9 667.3 833.9 425.3 
 India/Australia 165.9 293.7 327.2 365.6 219.0 
 Zambia 151.8 (70.8) 340.1 468.3 206.3 
Zinc 982.8 603.3 1380.1 1,453.9 532.9 
Iron ore 673.0 557.1 585.6 - - 
Energy 170.7 53.3 - - - 
Other (3.2) (1.8) (3.3) (0.2) 8.0 
Group 2,295.9 1,612.2 3,010.4 2,703.0 1,101.5 
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 2010   2009   2008   2007 2006 
EBITDA Margin                       % % % % % 
Aluminium 16.9 20.9 33.4 42.4 29.9 
Copper 13.8 6.7 15.8 23.3 18.7 
 India/Australia 6.1 11.6 10.5 36.9 14.2 
 Zambia 14.2 (9.2) 30.8 18.2 29.3 
Zinc 59.5 50.1 71.1 78.1 60.9 
Iron ore 55.1 52.1 65.9 - - 
Energy 51.6 - - - - 

Group 
 

29.0 
 

24.5 
 

36.7 41.8 29.8 
 
 

 2010   2009   2008   2007 2006 
Production 000’s mt 000’s mt 000’s mt 000’s mt 000’s mt 
Aluminium 533 462 396 351 211 
 BALCO 268 357 358 313 174 
 MALCO - 23 38 38 37 
VAL JHARSUGDA 264 82 - - - 
Copper 507 446 489 455 437 
 Sterlite 334 313 339 313 273 
 KCM 173 133 150 142 164 
Iron Ore (WMT)* 21,412 15,986 11,469 - - 
Zinc 578 552 426 348 284 
      

 
  

   
 2010   2009   2008   2007 2006 
Cash costs of production  US cents/lb US cents/lb US cents/lb US cents/lb US cents/lb 
Aluminium – BALCO Plant –I - 85.6 82.7 68.5 67.9 
Aluminium – BALCO Plant- II 69.6 73.6 75.9 76.5 - 
BALCO (Other than Alumina) 39.1 39.0 36.5 33.6 - 
Aluminium – MALCO - 121.5 102.4 75.5 75.8 
Aluminium-VAL JHARSUGDA 77.2 99.0 - - - 
Copper – Sterlite* 10.4 3.1 1.8 6.1 6.1 
Copper – KCM 184.4 258.4 191.5 173.6 127.9 
Zinc including Royalty 38.6 32.2 40.1 39.1 31.3 
Zinc without Royalty 31.7 27.6 31.1 27.5 26.1 
*only smelting cost      
      
 2010   2009   2008   2007 2006 
Cash costs of production in INR INR/ mt INR/ mt INR/ mt INR/ mt INR/ mt 
Aluminium – BALCO Plant –I - 86,626 73,369 68,389 66,289 
Aluminium – BALCO Plant- II 72,717 74,517 67,336 76,376 - 
BALCO (Other than Alumina) 40,868 39,772 32,382 33,545 - 
Aluminium – MALCO - 123,001 90,846 75,378 74,001 
Aluminium-VAL JHARSUGDA 80710 100,182 - - - 
Copper – Sterlite** 10872 3,138 1,597 6,090 5,955 
Zinc including Royalty 40,319 32,621 35,575 39,037 30,557 
Zinc without Royalty 33,073 27,973 27,591 27,455 25,481 
      
      
 2010   2009   2008   2007 2006 
Capital expenditure $ million $ million $ million $ million $ million 
Sustaining 184.4 306.3 256.9 259.9 76.7 
Expansion 3,679.6 3,021.3 1,997.7 869.0 609.4 
Total capital expenditure 3,864.0 3,327.6 2,254.6 1128.9 686.1 
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 2010   2009   2008   2007 2006 
Net cash/(debt) $ million $ million $ million $ million $ million 
Aluminium (2,320.2) (1,931.2) (1,171.2) (229.6) (453.6) 
Copper 996.9 1,341.4 1,934.4 179.4 253.1 
 India/Australia 1,288.2 1,545.9 1,976.2 106.4 136.6 
 Zambia (291.3) (204.5) (41.6) 73.0 116.5 
Zinc 2,628.6 1,891.6 1,925.2 1067.7 257.8 
Iron Ore 96.6 (372.8) (459.5) - - 
Energy (270.8) - - -  
Other (2,078.3) (1,129.8) (86.2) (584.8) (69.2) 
Group (947.2) (200.8) 2,142.7 432.7   (11.9) 
      
 2010   2009   2008   2007 2006 
 % % % % % 

Gearing  
 

7.5 
 

2.6 - - 0.5 
      
 2010   2009   2008   2007 2006 
 $ million $ million $ million $ million $ million 

Group Free Cash Flow  
 

1,814.3 
 

1,733.8 
 

2,216.9 1,504.2 634.8 
      
 2010   2009   2008   2007 2006 
 $ million $ million $ million $ million $ million 

Capital Employed 
 

12,373.6 
 

7,772.1 
 

7064.8 3,718.7 2,350.7 
      
 2010   2009   2008   2007 2006 
 % % % % % 

ROCE 
 

19.9 
 

24.4 
 

26.5 49.1 28.1 
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GLOSSARY AND DEFINITIONS  
  
5S  
A Japanese concept laying emphasis on housekeeping and occupational safety in a sequential series of 
steps as Sort (Seiri); Set in Order (Seiton); Shine (Selso); Standardise (Seiketsu); and Sustain (Shitsuke)  
  
Adapted Comparator Group  
The new comparator group of companies used for the purpose of comparing TSR performance in 
relation to the LTIP, adopted by the Remuneration Committee on 1 February 2006 and replacing the 
previous comparator group comprising companies constituting the FTSE Worldwide Mining Index 
(excluding precious metals)  
  
AGM or Annual General Meeting  
The annual general meeting of the Company which is scheduled to be held 3.00 PM, UK time, on the 28 
July 2010 
 
AE  
Anode effects  
  
AGRC  
Ararat Gold Recovery Company incorporated in Armenia, engaged in gold mining and processing  
  
AIDS  
Acquired immune deficiency syndrome  
  
Aluminium Business  
The aluminium business of the Group, comprising its fully-integrated bauxite mining, alumina refining 
and aluminium smelting operations in India, and trading through the Bharat Aluminium Company 
Limited and The Madras Aluminium Company Limited, companies incorporated in India  
  
Articles of Association  
The articles of association of Vedanta Resources plc  
  
Attributable Profit  
Profit for the financial year before dividends attributable to the equity shareholders of Vedanta 
Resources plc  
  
BALCO  
Bharat Aluminium Company Limited, a company incorporated in India  
  
Board or Vedanta Board  
The board of directors of the Company  
  
Board Committees  
The committees reporting to the Board: Audit, Remuneration, Nominations, and Health, Safety and 
Environment, each with its own terms of reference  
  
Businesses  
The Aluminium Business, the Copper Business and the Zinc Business together  
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Capital Employed  
Net assets before Net (Debt)/Cash  
  
Capex  
Capital expenditure  
  
Cash Tax Rate  
Current taxation as a percentage of profit before taxation  
  
CEO  
Chief executive officer  
  
CII  
Confederation of Indian Industries  
  
CLZS  
Chanderiya lead and zinc smelter  
  
CO2  
Carbon dioxide  
  
CMT  
Copper Mines of Tasmania Pty Limited, a company incorporated in Australia  
  
Combined Code or the Code  
The Combined Code on Corporate Governance published by the Financial Reporting Council in June 
2008 
 
Company or Vedanta  
Vedanta Resources plc  
  
Company financial statements  
The audited financial statements for the Company for the year ended 31 March 2010 as defined in the 
Independent Auditors’ Report on the individual Company Financial Statements to the members of 
Vedanta Resources plc  
  
Convertible Bonds  
$725 million 4.60% guaranteed convertible bonds due 2026, issued by a wholly-owned subsidiary of the 
Company, Vedanta Finance (Jersey) Limited (‘VFJL’), and guaranteed by the Company, the proceeds of 
which are to be applied towards re-financing subsidiary indebtedness, the Company’s capital 
expenditure programme including the Jharasaguda aluminium smelter project and other general 
corporate purposes  
 
$1,250 million 5.5% guaranteed convertible bonds due 2016, issued by a wholly owned subsidiary of 
the Company, Vedanta Resource Jersey Limited (“VRJL”) and guaranteed by the Company, the 
proceeds of which are to be applied for to support its organic growth pipeline, to increase its 
ownership interest in its subsidiaries and for general corporate purposes. 
 
$883 million 4.0% guaranteed convertible bonds due 2017, issued by a wholly owned subsidiary of 
the Company, Vedanta Resource Jersey II Limited (“VRJL-II”) and guaranteed by the Company, the 
proceeds of which are to be applied for to refinance debt redemptions and for general corporate 
purposes. 
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$500 million 4.0% guaranteed convertible bonds due 2014, issued by a subsidiary of the Company, 
Sterlite Industries (India) Limited (“SIIL”), the proceeds of which are to be applied for to for 
expansion of copper business, acquisition of complementary businesses outside of India and any 
other permissible purpose under, and in compliance with, applicable laws and regulations in India, 
including the external commercial borrowing regulations specified by the RBI. 
$500 million 5.0% guaranteed convertible bonds due 2014, issued by a subsidiary of the Company, 
Sesa Goa Limited (“Sesa”), the proceeds of which are to be applied for to expand the Issuer’s mining 
operations, for exploration for new resources, and to further develop its pig iron and metallurgical 
coke operation  
 
Copper Business  
The copper business of the Group, comprising:  
 a copper smelter, two refineries and two copper rod plants in India, trading through Sterlite Industries 
(India) Limited, a company incorporated in India;  
 one copper mine in Australia, trading through Copper Mines of Tasmania Pty Limited, a company 
incorporated in Australia; and  
 an integrated operation in Zambia consisting of three mines, a leaching plant and a smelter, trading 
through Konkola Copper Mines PLC, a company incorporated in Zambia  
  
CREP  
Corporate responsibility for environmental protection  
  
Cents/lb  
US cents per pound  
  
CRRI  
Central Road Research Institute  
  
CSR  
Corporate social responsibility  
  
CTC  
Cost to company, the basic remuneration of executives in India, which represents an aggregate figure 
encompassing basic pay, pension contributions and allowances  
  
CY  
Calendar year  
  
Deferred Shares  
Deferred shares of £1.00 each in the Company  
  
DGMS  
Director General of Mine Safety in the Government of India  
  
Directors  
The Directors of the Company  
  
Dollar or $  
United States dollars, the currency of the United States of America  
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DRs  
Depositary receipts of 10 US cents, issuable in relation to the $725 million 4.6% guaranteed convertible 
bonds due 2026  
  
EBITDA  
Earnings before interest, taxation, depreciation, goodwill amortisation/impairment and special items  
  
EBITDA Margin  
EBITDA as a percentage of turnover  
  
Economic Holdings or Economic Interest  
The economic holdings/interest are derived by combining the Group’s direct and indirect shareholdings 
in the operating companies. The Group’s Economic Holdings/Interest is the basis on which the 
Attributable Profit and net assets are determined in the consolidated accounts  
  
E&OHSAS  
Environment and occupational health and safety assessment standards  
 
E&OHSEnvironment and occupational health and safety management system 
 
EPS 
Earnings per ordinary share 
 
ESOP 
Employee share option plan 
 
ESP 
Electrostatic precipitator 
 
Executive Committee 
The Executive Committee to whom the Board delegates operational management and comprising the 
Executive Directors and the senior management within the Group 
 
Executive Directors 
The Executive Directors of the Company 
 
Expansion Capital Expenditure 
Capital expenditure that increases the Group’s operating capacity 
 
Financial Statements or Group financial statements 
The consolidated financial statements for the Company and the Group for the year ended 31 March 2010 
as defined in the Independent Auditors’ Report to the members of Vedanta Resources plc 
 
Free Cash Flow 
Cash flow arising from EBITDA after net interest (including gains on liquid investments and adjusted for 
net interest capitalised), taxation, Sustaining Capital Expenditure and working capital movements 
 
FY 
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Financial year 
 
 
 
GAAP , including UK GAAP and Indian GAAP 
Generally Accepted Accounting Principles, the common set of accounting principles, standards and 
procedures that companies use to compile their financial statements in their respective local territories 
 
GDP 
Gross domestic product 
 
Gearing 
Net Debt as a percentage of Capital Employed 
 
GJ 
Giga joule 
 
Government or Indian Government 
The Government of the Republic of India 
 
Gratuity 
A defined contribution pension arrangement providing pension benefits consistent with Indian market 
practices 
 
Group 
The Company and its subsidiary undertakings and, where appropriate, its associate undertaking 
 
HSE 
Health, safety and environment 
 
HZL 
Hindustan Zinc Limited, a company incorporated in India 
 
IAS 
International Accounting Standards 
 
ICMM 
International Council on Mining and Metals 
 
IFRI C 
International Financial Reporting Interpretations Committee 
 
IFRS 
International Financial Reporting Standards 
 
INR  
Indian Rupees  
 
Interest Cover 
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EBITDA divided by finance costs 
 
ISO 9001 
An international quality management system standard published by the International Organisation for 
Standardisation 
 
ISO 14001 
An international environmental management system standard published by the International 
Organisation for Standardisation 
 
KCM or Konkola Copper Mines 
Konkola Copper Mines PLC, a company incorporated in Zambia 
 
KDMP 
Konkola deep mining project 
 
Key Result Areas or KRA s 
For the purpose of the remuneration report, specific personal targets set as an incentive to achieve short-
term goals for the purpose of awarding bonuses, thereby linking individual performance to corporate 
performance 
 
KLD 
Kilo litres per day 
 
KPI s 
Key performance indicators 
 
Kwh 
Kilo-watt hour 
 
Kwh/d 
Kilo-watt hour per day 
 
LIBOR 
London inter bank offered rate 
 
LIC 
Life Insurance Corporation 
 
Listing or IPO (Initial Public Offering) 
The listing of the Company’s ordinary shares on the London Stock Exchange on 10 December 2003 
 
Listing Particulars 
The listing particulars dated 5 December 2003 issued by the Company in connection with its Listing 
 
Listing Rules 
The listing rules of the Financial Services Authority, with which companies with securities that are listed 
in the UK must comply 
 
LME 

F-106



Page 106 of 111 

London Metals Exchange 
 
London Stock Exchange 
London Stock Exchange plc 
 
Lost time injury 
An accident/injury forcing the employee/contractor to remain away from his/her work beyond the day 
of the accident 
 
LTIFR 
Lost time injury frequency rate: the number of lost time injuries per million man hours worked 
 
LTIP 
The Vedanta Resources Long-Term Incentive Plan or Long-Term Incentive Plan 
 
MAL CO 
The Madras Aluminium Company Limited, a company incorporated in India 
 
 
Management Assurance Services 
The function through which the Group’s internal audit activities are managed 
 
MAT 
Minimum alternative tax 
 
MIS 
Management information system 
 
MOEF 
The Ministry of Environment & Forests of the Government of the Republic of India 
 
mt or tonnes 
Metric tonnes 
 
MW 
Megawatts of electrical power 
 
NCCBM 
National Council of Cement and Building Materials 
 
Net (Debt)/Cash 
Total debt after fair value adjustments under IAS 32 and 39, cash and cash equivalents and liquid 
investments 
 
NGO 
Non-governmental organisation 
 
NIHL 
Noise induced hearing loss 
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Non-executive Directors 
The Non-Executive Directors of the Company 
 
OHSAS 18001 
Occupational Health and Safety Assessment Series (standards for occupational health and safety 
management systems) 
 
Ordinary Shares 
Ordinary shares of 10 US cents each in the Company 
 
PBT 
Profit before tax 
 
PF C 
Per fluorocarbons 
 
PH C 
Primary health centre 
 
PPE  
Personal protective equipment  
  
Provident Fund  
A defined contribution pension arrangement providing pension benefits consistent with Indian market 
practices  
  
Recycled water  
Water released during mining or processing and then used in operational activities  
  
Relationship Agreement  
The agreement dated 5 December 2003 between the Company, Volcan Investments Limited and 
members of the Agarwal family that regulates the ongoing relationship between them, the principal 
purpose of which is to ensure that the Group is capable of carrying on business independently of Volcan, 
the Agarwal family and their associates  
  
Return on Capital Employed or ROCE  
Profit before interest, taxation, special items, tax effected at the Group’s effective tax rate as a percentage 
of Capital Employed  
  
The Reward Plan  
The Vedanta Resources Share Reward Plan, a closed plan approved by shareholders on Listing in 
December 2003 and adopted for the purpose of rewarding employees who contributed to the Company’s 
development and growth over the period leading up to Listing in December 2003  
  
RO  
Reverse osmosis  
  
SA 8000  
Standard for Social Accountability based on international workplace norms in the International Labour 
Organisation (‘ILO’) conventions and the UN’s Universal Declaration of Human Rights and the 
Convention on Rights of the Child  
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Senior Management Group  
For the purpose of the remuneration report, the key operational and functional heads within the Group  
  
Sesa Goa  
Sesa Goa Limited, a company incorporated in India engaged in the business of mining iron ore  
  
SEWT  
Sterlite Employee Welfare Trust, a long-term investment plan for Sterlite senior management  
  
The Share Option Plan  
The Vedanta Resources Share Option Plan, a closed plan approved by shareholders on Listing in 
December 2003 and adopted to provide maximum flexibility in the design of incentive arrangements 
over the long term  
  
SHGs  
Self help groups  
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SID  
Senior Independent Director  
  
SO2  
Sulphur dioxide  
  
SBU  
Strategic Business Unit  
  
SOTL  
Sterlite Optical Technologies Limited, a company incorporated in India  
  
SOVL  
Sterlite Opportunities and Ventures Limited, a company incorporated in India  
  
Special items  
Items which derive from events and transactions that need to be disclosed separately by virtue of their 
size or nature  
  
SPM  
Suspended particulate matter. Fine dust particles suspended in air  
  
Sterling, GBP or £  
The currency of the United Kingdom  
  
Sterlite  
Sterlite Industries (India) Limited, a company incorporated in India  
  
Sterlite Energy Limited (SEL)  
Sterlite Energy Limited, a company incorporated in India  
  
Sterlite Gold  
Sterlite Gold Limited, a company incorporated in Canada which has its main subsidiary in Armenia  
  
Superannuation Fund  
A defined contribution pension arrangement providing pension benefits consistent with Indian market 
practices  
  
Sustaining Capital Expenditure  
Capital expenditure to maintain the Group’s operating capacity  
  
TCM  
Thalanga Copper Mines Pty Limited, a company incorporated in Australia  
  
TC/RC  
Treatment charge/refining charge being the terms used to set the smelting and refining costs  
  
TGS  
Tail gas scrubber  
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TGT  
Tail gas treatment  
  
TLP 
Tail Leaching Plant 
 
tpa  
Metric tonnes per annum  
  
TPM  
Tonne per month  
  
TSR  
Total shareholder return, being the movement in the Company’s share price plus reinvested dividends  
  
Turnbull Guidance  
The revised guidance on internal control for directors on the Combined Code issued by the Turnbull 
Review Group in October 2005  
  
Twin Star  
Twin Star Holdings Limited, a company incorporated in Mauritius  
  
Twin Star Holdings Group  
Twin Star and its subsidiaries and associated undertaking  
   
Underlying EPS  
Underlying earnings per ordinary share  
  
Underlying Profit  
Profit for the year after adding back special items and other gains and lossed and their resultant tax and 
minority interest effects  
  
US cents  
United States cents  
  
VAL  
Vedanta Aluminium  Limited, a company incorporated in India  
  
VFD  
Variable frequency drive  
  
VFJL  
Vedanta Finance (Jersey) Limited, a company incorporated in Jersey  
  
Volcan  
Volcan Investments Limited, a company incorporated in the Bahamas  
  
VRCL  
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Vedanta Resources Cyprus Limited, a company incorporated in Cyprus  
  
 
 
VRFL  
Vedanta Resources Finance Limited, a company incorporated in the United Kingdom  
  
VRHL  
Vedanta Resources Holdings Limited, a company incorporated in the United Kingdom  
  
VSS  
Vertical Stud Söderberg  
  
Water Used for Primary Activities  
Total new or make-up water entering the operation and used for the operation’s primary activities; 
primary activities are those in which the operation engages to produce its product  
  
WBCSD  
World Business Council for Sustainable Development  
  
ZCI  
Zambia Copper Investment Limited, a company incorporated in Bermuda  
  
ZCCM  
ZCCM Investments Holdings plc, a company incorporated in Zambia  
  
Zinc Business  
The zinc-lead business of the Group, comprising its fully-integrated zinc-lead mining and smelting 
operations in India, and trading through the Hindustan Zinc Limited, a company incorporated in India  
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Vedanta Resources plc 
16 Berkeley Street 
London W1J 8DZ 

Tel: +44 (0) 20 7499 5900 
Fax: +44 (0) 20 7491 8440 

www.vedantaresources.com 
 

 
INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF 

VEDANTA RESOURCES PLC 
We have audited the consolidated financial statements of Vedanta Resources plc for the year ended 31 
March 2011 which comprise the Consolidated Income Statement, the Consolidated Statement of 
Comprehensive Income, the Consolidated Balance Sheet, the Consolidated Cash Flow Statement, the 
Consolidated Statement of Changes in Equity and the related notes 1 to 40.  The financial reporting 
framework that has been applied in their preparation is applicable law and International Financial 
Reporting Standards (IFRSs) as adopted by the European Union. 

This report is 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’ Responsibilities Statement, the directors are responsible for 
the preparation of the group financial statements and for being satisfied that they give a true and fair 
view.  Our responsibility is to audit and express an opinion on the group 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 material 
misstatement, whether caused by fraud or error.  This includes an assessment of: whether the 
accounting policies are appropriate to the group’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 annual report to identify material inconsistencies with the audited financial 
statements.  If we become aware of any apparent material misstatements or inconsistencies we consider 
the implications for our report. 

Opinion on financial statements 

In our opinion the group financial statements: 

 give a true and fair view of the state of the group’s affairs as at 31 March 2011 and of its profit for the 
year then ended; 

 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 and Article 4 of 

the IAS Regulation. 

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 group 
financial statements are prepared is consistent with the group financial statements. 

F-113



Vedanta Resources plc Page 2 of 106 
Results For The Year Ended 31 March 2011 
 
Matters on which we are required to report by exception 

We have nothing to report in respect of the following: 

Under the Companies Act 2006 we are required to report to you if, in our opinion: 

 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. 

Under the Listing Rules we are required to review: 

 the directors’ statement, contained within the Director’s Report in relation to going concern; and 
 the part of the Corporate Governance Statement relating to the company’s compliance with the nine 

provisions of the June 2008 Combined Code specified for our review; 
 certain elements of the report to shareholders by the Board on directors’ remuneration. 

Other matter 

We have reported separately on the parent company financial statements of Vedanta Resources plc for 
the year ended 31 March 2011 and on the information in the Directors’ Remuneration Report that is 
described as having been audited.  

 

 

Andrew Kelly (Senior statutory auditor) 
for and on behalf of Deloitte LLP 
Chartered Accountants and Statutory Auditor 
London, United Kingdom 

5 May 2011
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CONSOLIDATED INCOME STATEMENT 

  Year ended Year ended 
$ million Note 31 March 2011 31 March 2010 
Continuing operations    
Revenue 3 11,427.2 7,930.5 
Cost of sales  (8,107.0) (5,761.1) 
Gross profit  3,320.2 2,169.4 
Other operating income  73.9 87.8 
Distribution costs  (319.6) (229.5) 
Administrative expenses  (376.7) (294.8) 
Special items 5 (163.5) (67.3) 
Operating profit 9 2,534.3 1,665.6 
Investment revenue 6 431.6 272.8 
Finance costs 7 (534.7) (236.6) 
Other gains and losses (net) 8 252.1 139.8 
Profit before taxation  2,683.3 1,841.6 
Tax expense 12 (649.5) (330.4) 
Profit for the year  2,033.8 1,511.2 
Attributable to:    
Equity holders of the parent  770.8 602.3 
Non-controlling interests  1,263.0 908.9 
   2,033.8 1,511.2 
    
Basic earnings per ordinary share (US Cents)  13 283.2 219.6 
Diluted earnings per ordinary share (US Cents) 13 270.2 203.2 
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME 

  Year ended Year ended 
$ million 31 March 2011 31 March 2010 
Profit for the year 2,033.8 1,511.2 
Income and expenses recognised directly in equity:   
Exchange differences arising on translation of foreign operations 162.6 1,308.6 
Gains in fair value of available-for-sale financial assets  59.1 111.0 
Gains in fair value of cash flow hedges deferred in reserves 5.4 70.9 
Tax effects arising on cash flow hedges deferred in reserves (1.7) (24.1) 
Total income recognised in equity 225.4 1,466.5 
(Losses)/ gains in fair value of cash flow hedges transferred to  
income statement (1.6) 56.8 
Tax effects arising on cash flow hedges transferred to income statement 0.5 (19.2) 
Total transferred (from)  / to the income statement (1.1) 37.6 
Total comprehensive income  for the year 2,258.1 3,015.3 
Attributable to:   
Equity holders of the parent 886.9 1,406.2 
Non-controlling interests 1,371.2 1,609.1 
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CONSOLIDATED BALANCE SHEET 

  As at As at 
 $ million Note 31 March 2011 31 March 2010 
ASSETS    
Non-current assets    
Goodwill 15 12.2 12.2 
Intangible assets 16 162.1 - 
Property, plant and equipment 17 17,189.5 14,326.7 
Financial asset investments 18 304.2 201.2 
Other non-current assets 19 24.6 18.3 
Other financial assets (derivatives) 28 99.4 43.7 
Deferred tax assets 30 18.2 8.9 
   17,810.2 14,611.0 
Current assets    
Inventories 20 1,924.6 1,260.6 
Trade and other receivables 21 1,328.6 923.6 
Other current financial assets (derivatives) 28 40.9 10.4 
Liquid investments 22 6,865.4 6,849.4 
Cash and cash equivalents 23 911.6 390.0 
Current tax assets  18.6 15.0 
   11,089.7 9,449.0 
TOTAL ASSETS  28,899.9 24,060.0 
LIABILITIES    
Current liabilities    
Short term borrowings 24 (3,045.1) (1,012.6) 
Trade and other payables 26a (3,407.5) (2,559.2) 
Other current financial liabilities (derivatives) 28 (9.3) (38.5) 
Provisions 29 (22.8) (0.9) 
Current tax liabilities  (68.2) (71.7) 
   (6,552.9) (3,682.9) 
Net current assets  4,536.8 5,766.1 
Non-current liabilities    
Medium and long term borrowings 24 (4,435.9) (4,383.2) 
Convertible bonds 27 (2,271.5) (2,777.8) 
Trade and other payables 26b (148.1) (306.4) 
Other financial liabilities (derivatives) 28 (94.2) (44.7) 
Deferred tax liabilities 30 (1,348.1) (1,209.3) 
Retirement benefits 32 (56.8) (36.6) 
Provisions 29 (301.5) (167.6) 
Non equity Non-controlling interests 24 (11.9) (11.9) 
   (8,668.0) (8,937.5) 
TOTAL LIABILITIES  (15,220.9) (12,620.4) 
NET ASSETS  13,679.0 11,439.6 
EQUITY    
Share capital 33 29.7 29.6 
Share premium account  196.8 196.8 
Share based payment reserves 31 20.5 25.5 
Convertible bond reserve  453.3  305.9 
Hedging reserves  38.2 27.8 
Other reserves  1,452.4 2,463.8 
Treasury shares  (556.9) (428.9) 
Retained earnings  4,014.9 2,090.0 
Equity attributable to equity holders of the parent  5,648.9 4,710.5 
Non-controlling interests  8,030.1 6,729.1 
TOTAL EQUITY  13,679.0 11,439.6 

Financial Statements of Vedanta Resources Plc, registration number 4740415 were approved by the 
Board on 4 May 2011 

MS Mehta - Director 
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CONSOLIDATED CASH FLOW STATEMENT 

 $ million 

 Year ended Year ended 

Note 
31 March 

2011 
31 March 

2010 
Operating activities    
Profit before taxation  2,683.3 1,841.6 
Adjustments for:    
Depreciation  869.0 563.0 
Investment revenues  (431.6) (272.8) 
Finance costs, including foreign exchange   282.6 96.8 
Share based payment charge  18.4 15.6 
Impairment of asset  118.3 2.7 
Other non-cash items  (7.7) 41.3 
Operating cash flows before movements in working capital   3,532.3 2,288.2 
Increase in inventories  (534.5) (249.4) 
 (Increase)/decrease in receivables  (398.5) 16.4 
Increase in payables  585.7 205.2 
Cash generated from operations   3,185.0 2,260.4 
Dividends received  160.4 142.7 
Interest income received  194.7 150.1 
Interest paid  (625.7) (455.3) 
Income taxes paid  (756.5) (407.8) 
Dividends paid  (129.9) (117.9) 
Net cash from operating activities  2,028.0 1,572.2 
Cash flows from investing activities    
Net cash on acquisition of subsidiary *   34 (1,124.4) (300.4) 
 Purchases of property, plant and equipment  (2,491.4) (2,362.1) 
Proceeds on disposal of property, plant and equipment  28.3 12.1 
Sale/ (Purchase) of liquid investments 25 178.4 (1,663.4) 
(Purchase) / sale of financial asset investments  (25.9) 17.9 
Net cash used in investing activities  (3,435.0) (4,295.9) 
Cash flows from financing activities    
Issue of ordinary shares   0.1 0.7 
Issue of depository receipts by subsidiary  - 1,090.1 
Dividends paid to Non-controlling interests of subsidiaries  (87.4) (68.4) 
Buyback of shares  (128.0) (348.6) 
Buy out of Non-controlling interest  (122.1) (189.7) 
Increase/ (decrease) in short term borrowings 25 1,863.2 (360.6) 
Increase in long-term borrowings 25 161.6 2,859.0 
Net cash from financing activities   1,687.4 2,982.5 
Net increase in cash and cash equivalents 25 280.4 258.8 
Effect of foreign exchange rate changes 25 241.2 (249.3) 
Cash and cash equivalents at beginning of year  390.0 380.5 
Cash and cash equivalents at end of year 23 911.6 390.0 

* Includes cash paid for acquisition $1,513.0 million, settlement of shareholder’s loan $87.7 million and cash acquired on 
acquisition $476.3 million 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

1. Presentation of financial statements 

Compliance with applicable law and IFRS  

The financial statements have been prepared in accordance with those parts of the Companies Act 2006 
applicable to companies reporting under IFRS, Article 4 of the IAS Regulation and International 
Financial Reporting Standards (IFRS) as adopted by the European Union and related interpretations. 

Basis of preparation 

The consolidated financial statements have been prepared on a historical cost basis, except for 
derivative financial instruments, available-for-sale financial assets, fixed rate bonds and defined benefit 
pension obligations that have been measured at fair value. The consolidated financial statements are 
presented in US dollars and all values are rounded to one decimal of the nearest million except where 
otherwise indicated. 

At the date of authorisation of these financial statements, the following Standards and Interpretations 
which have not been applied in these financial statements were in issue but not yet effective: 

IAS 24 (amended)    Related Party Disclosures 

IFRIC 19         Extinguishing Financial Liabilites with Equity Instruments 

IFRIC 14 (amended) Prepayments of a Minimum Funding Requirement          

IFRS 9         Financial Instruments 

IFRIC 13         Customer Loyalty Programmes 

IFRIC 17          Distributions of Non-cash Assets to Owners 

The Directors anticipate that the adoption of these Standards and Interpretations in future periods will 
have no material impact on the financial statements of the Group except for IFRS 9 Financial 
Instruments. We have not yet considered the quantitative impact of adoption of IFRS 9. 

Going concern 

The financial statements have been prepared in accordance with the going concern basis of accounting. 
The use of this basis of accounting takes into consideration the Group’s current and forecast financing 
postion, additional details of which are provided in the Going Concern section of the Directors Report.  

Parent company financial statements 

The financial statements of the parent company, Vedanta Resources plc, have been prepared in 
accordance with UK GAAP, UK accounting presentation and UK company law. The Company balance 
sheet is presented in note 41. 

2(a) Accounting policies 

Basis of consolidation 

The consolidated financial information incorporates the results of the Company and all its subsidiaries, 
being the companies that it controls. This control is normally evidenced when the Group is able to 
govern a company’s financial and operating policies so as to benefit from its activities or where the 
Group owns, either directly or indirectly, the majority of a company’s equity voting rights unless in 
exceptional circumstances it can be demonstrated that ownership does not constitute control. 

The financial statements of subsidiaries are prepared for the same reporting year as the parent 
company. Where necessary adjustments are made to the financial statements of subsidiaries to bring 
the accounting policies used into line with  accounting policies used by the Group. 
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For non-wholly owned subsidiaries, a share of the profit for the financial year and net assets is 
attributed to the minority interests as shown in the consolidated income statement and consolidated 
balance sheet.  

For acquisitions of additional interests in subsidiaries, where there is no change in control, the group 
recognises a reduction to the non-controlling interest of the respective subsidiary with the difference 
between this figure and the cash paid, inclusive of transaction fees, being recognised in equity. In 
addition, upon dilution of non-controlling interests the difference between the cash received from sale 
or listing of the subsidiary shares and the increase to non-controlling interest is also recognised in 
equity. The results of subsidiaries acquired or disposed of during the year are included in the 
consolidated income statement from the effective date of acquisition or upto the effective date of 
disposal, as appropriate.  

All intercompany balances and transactions, including unrealised profits arising from intra-Group 
transactions, have been eliminated in full. Unrealised losses are eliminated unless costs cannot be 
recovered.  

We have reclassified the prior year income statement to reflect the depreciation charge associated  with 
administration and distribution activities that was  previously included in cost of sales. 

Adoption of new standards 

In the current financial period the Group has adopted the following new standards: 

The Group has adopted with effect from 1 April 2010, on a prospective basis, IFRS 3 (Revised) Business 
Combinations, and consequential amendments to IAS 27 (Revised) Consolidated and Separate 
Financial Statements. 

IAS 27 (Revised) requires the effect of all transactions with non-controlling interests to be recognised in 
equity where there is no change in control.  

The Company adopted an amendment to IAS 27 “Consolidated and Separate Financial Statements” on 
1 April 2010. This requires that when a transaction occurs with non-controlling interests in company 
entities that do not result in a change in control, the difference between the consideration paid or 
received and the recorded non-controlling interest should be recognised in equity. Cash flows related 
to such transactions are to be reported within financing activities in the statement of cash flows. 
Previously these were presented as investing activities. Comparative information has been reclassified. 
In addition the amounts paid for the purchases of treasury shares previously presented in net cash used 
in investing activities are now presented in net cash from financing activities.  Comparative 
information has been reclassified. 

The adoption of the revised standard has  resulted in reference to minority interests being amended to 
non-controlling interests. There has been no additional impact on the Group apart from the items 
described above.  

Other amendments to accounting standards or new intepretations issued by International Accounting 
Standards Board, which were applicable from 1 April 2010, do not have an impact on the Group. 

Revenue recognition 

Revenue represents the net invoice value of goods and services provided to third parties after 
deducting discounts, volume rebates, outgoing sales taxes and duties, and are recognised when all 
significant risks and rewards of ownership of the asset sold are transferred to the customer. Revenues 
from sale of material by-products are included in revenue.  

Dividend income is recognised when the shareholders’ right to receive payment is established. 

Interest income is recognised on an accrual basis in the income statement. 
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Certain of our sales contracts provide for provisional pricing based on the price on The London Metal 
Exchange Limited (“LME”), as specified in the contract, when shipped. Final settlement of the prices is 
based on the applicable price for a specified future period. The Company’s provisionally priced sales 
are marked to market using the relevant forward prices for the future period specified in the contract 
with a corresponding adjustment to revenue. 

Revenue from holding certificate contracts is recognised when goods have been delivered to a 
distribution warehouse or has been identified and kept separately, have been inspected by a nominee 
of the buyer and cash has been received. Under these arrangements, revenue is recognised once legal 
title has passed and all significant risks and rewards of ownership of the asset sold are transferred to 
the customer. 

Special items 

Special items are those items that management considers, by virtue of their size or incidence, should be 
disclosed separately to ensure that the financial information allows an understanding of the underlying 
performance of the business. The determination as to which items should be disclosed separately 
requires a degree of judgement. 

Business combinations 

The results of subsidiaries acquired or sold during the year are consolidated for the periods from, or to, 
the date on which control passed. Acquisitions are accounted for under the purchase method. The 
acquirer’s identifiable assets, liabilities and contingent liabilities that meet the conditions for 
recognition under IFRS 3 Business Combinations are recognised at their fair value at the acquisition 
date. 

To the extent that such excess purchase consideration relates to the acquisition of mining properties 
and leases, that amount is capitalised within property, plant and equipment as “mining properties and 
leases”. Other excess purchase consideration relating to the acquisition of subsidiaries is capitalised as 
goodwill.  Goodwill arising on acquisitions is reviewed for impairment annually.  

Where the fair values of the identifiable assets and liabilities exceed the cost of acquisition, the surplus 
is credited to the income statement in the period of acquisition. 

Where it is not possible to complete the determination of fair values by the date on which the first post-
acquisition financial statements are approved, a provisional assessment of fair values is made and any 
adjustments required to those provisional fair values, and the corresponding adjustments to purchased 
goodwill, are finalised within 12 months of the acquisition date.  

The interest of non-controlling shareholders in the acquiree is initially measured at the non-controlling 
shareholder’s proportion of the net assets or proportion of the net fair value of the assets, liabilities and 
contingent liabilities recognised. This accounting choice is made on a transaction by transaction basis. 

Acquisition expenses are charged to income statement in line with IFRS 3 (Revised). 

Property, plant and equipment   

Mining properties and leases 

Exploration and evaluation expenditure is written off in the year in which it is incurred. 

The costs of mining properties and leases, which include the costs of acquiring and developing mining 
properties and mineral rights, are capitalised as property, plant and equipment under the heading 
‘Mining properties and leases’ in the year in which they are incurred. 

When a decision is taken that a mining property is viable for commercial production, all further pre-
production primary development expenditure other than land, buildings, plant and equipment is 
capitalised as part of the cost of the mining property until the mining property is capable of commercial 
production. From that point, capitalised mining properties and lease costs are amortised on a unit-of-
production basis over the total estimated remaining commercial reserves of each property or Group of 
properties. 

F-125



Vedanta Resources plc Page 14 of 106 
Results For The Year Ended 31 March 2011 
 
Exploration and evaluation assets acquired are recognised as assets at their cost of acquisition subject to 
meeting the commercial production criteria mentioned above and are subject to impairment review. 

Stripping costs and secondary development expenditure, mainly comprising of costs on blasting, 
haulage, excavation, etc incurred during the production stage of an ore body are charged to the income 
statement immediately. 

In circumstances where a mining property is abandoned, the cumulative capitalised costs relating to 
the property are written off in the period. 

Commercial reserves are proved and probable reserves as defined by the ‘JORC’ Code and ‘SAMREC’ 
Code. Changes in the commercial reserves affecting unit of production calculations are dealt with 
prospectively over the revised remaining reserves. 

Other property, plant and equipment 

The initial cost of property, plant and equipment comprises its purchase price, including import duties 
and non-refundable purchase taxes, and any directly attributable costs of bringing an asset to working 
condition and location for its intended use, including relevant borrowing costs and any expected costs 
of decommissioning. Expenditure incurred after the property, plant and equipment have been put into 
operation, such as repairs and maintenance, are charged to the income statement in the period in which 
the costs are incurred. Major shut-down and overhaul expenditure is capitalised as the activities 
undertaken improve the economic benefits expected to arise from the asset.   

Assets in the course of construction 

Assets in the course of construction are capitalised in the assets under construction account. At the 
point when an asset is operating at management’s intended use, the cost of construction is transferred 
to the appropriate category of property, plant and equipment. Costs associated with the commissioning 
of an asset and any obligatory decommissioning costs are capitalised where the asset is available for 
use but incapable of operating at normal levels until a period of commissioning has been completed. 
Revenue generated from production during the trial period is capitalised. Borrowing costs and certain 
foreign exchange gains or losses are in certain circumstances capitalised in the cost of the asset under 
construction. This policy is set out under ‘ Borrowing Costs’. 

Depreciation and amortisation 

Mining properties and other assets in the course of development or construction, freehold land and 
goodwill are not depreciated or amortised. Capitalised mining properties and lease costs are amortised 
once commercial production commences, as described in “Property, plant and equipment – mining 
properties and leases”. Leasehold land and buildings are depreciated over the period of the lease or if 
shorter their useful economic life. 

Other buildings, plant and equipment, office equipment and fixtures, and motor vehicles are stated at 
cost less accumulated depreciation and any provision for impairment.  Depreciation commences when 
the assets are ready for their intended use. Depreciation is provided at rates calculated to write off the 
cost, less estimated residual value, of each asset on a straight-line basis over its expected useful life, as 
follows: 

Buildings:    

Operations  - 30 years 

Administration - 50 years 

Plant and equipment - 10 – 20 years 

Office equipment and fixtures -  3 – 20 years 

Motor vehicles -  9 – 11 years 
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Major overhaul costs are depreciated over the estimated life of the economic benefit derived from the 
overhaul. The carrying amount of the remaining previous overhaul cost is charged to the income 
statement if the next overhaul is undertaken earlier than the previously estimated life of the economic 
benefit.   

Property, plant and equipment held for sale or which is part of a disposal Group held for sale is not 
depreciated. Property, plant and equipment held for sale is carried at the lower of its carrying value 
and fair value less disposal cost and is presented separately on the face of the balance sheet. 

Impairment 

The carrying amounts of property, plant and equipment are reviewed for impairment if events or 
changes in circumstances indicate that the carrying value of an asset may not be recoverable and the 
carrying amount of goodwill is reviewed for impairment annually. If there are indicators of 
impairment, an assessment is made to determine whether the asset’s carrying value exceeds its 
recoverable amount. Whenever the carrying value of an asset exceeds its recoverable amount, an 
impairment loss is charged to the income statement.  

The Group reviews the residual value and useful life of an asset at least at each financial year-end and, 
if expectations differ from previous estimates, the change is accounted for as a change in accounting 
estimate.  

For mining properties and leases, other investments and goodwill, the recoverable amount of an asset is 
determined on the basis of its value in use, being the present value of estimated future cash flows 
expected to arise from the continuing use of an asset and from its disposal at the end of its useful life, 
discounted using a market-based, risk-adjusted, discount rate. 

For other property, plant and equipment, the recoverable amount of an asset is also considered on the 
basis of its net selling price, where it is possible to assess the amount that could be obtained from the 
sale of an asset in an arm’s length transaction, less the cost of disposal. 

Recoverable amounts are estimated for individual assets or, if this is not possible, for the relevant cash-
generating unit. 

Non-current assets held for sale and discontinued operations 

Non-current assets are classified as held for sale if their carrying amount will be recovered through a 
sale transaction rather than through continuing use. This condition is regarded as met only when a sale 
is highly probable from the date of classification, management are committed to the sale and the asset is 
available for immediate sale in its present condition. Non-current assets are classified as held for sale 
from the date these conditions are met and are measured at the lower of carrying amount and fair value 
(less costs to sell). Any resulting impairment loss is recognised in the income statement as a special 
item. On classification as held for sale the assets are no longer depreciated.  

Government grants 

Government grants relating to Property plant and equipment are treated as deferred income and 
released to the income statement over the expected useful lives of the assets concerned. Other grants 
are credited to the income statement as and when the related expenditure is incurred. 

Inventories 

Inventories and work-in-progress are stated at the lower of cost and net realisable value, less any 
provision for obsolescence. 

Cost is determined on the following bases: 

 purchased copper concentrate is recorded at cost on a first-in, first-out (“FIFO”) basis; all other 
materials including stores and spares are valued on weighted average basis; 
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 finished products are valued at raw material cost plus costs of conversion, comprising labour costs 
and an attributable proportion of manufacturing overheads based on normal levels of activity; and 
by-products and scrap are valued at net realisable value. 

Net realisable value is determined based on estimated selling price, less further costs expected to be 
incurred to completion and disposal. 

Taxation 

Tax expense represents the sum of tax currently payable and deferred tax. 

Current tax is provided at amounts expected to be paid (or recovered) using the tax rates and laws that 
have been enacted or substantively enacted by the balance sheet date. 

Deferred tax is provided, using the balance sheet method, on all temporary differences at the balance 
sheet date between the tax bases of assets and liabilities and their carrying amounts for financial 
reporting purposes. Exceptions to this principle are: 

 Tax payable on the future remittance of the past earnings of subsidiaries where the timing of the 
reversal of the temporary differences can be controlled and it is probable that the temporary 
differences will not reverse in the foreseeable future; 

 Deferred income tax is not recognised on goodwill impairment which is not deductible for tax 
purposes or on the initial recognition of an asset or liability in a transaction that is not a business 
combination and, at the time of the transaction, affects neither the accounting profit nor taxable profit 
or loss; and 

 Deferred tax assets are recognised only to the extent that it is more likely than not that they will be 
recovered. 

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the year 
when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been 
enacted or substantively enacted at the balance sheet date. Tax relating to items recognised directly in 
equity is recognised in equity and not in the income statement. 

The carrying amount of deferred tax assets is reviewed at each balance sheet date and is adjusted to the 
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of 
the asset to be recovered. 

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same 
taxation authority upon a specific entity and the relevant Group entity intends to settle its current tax 
assets and liabilities on a net basis. 

Retirement benefit schemes 

The Group operates or participates in a number of defined benefits and contribution schemes, the 
assets of which are (where funded) held in separately administered funds.  

For defined benefit schemes the cost of providing benefits under the plans is determined each year 
separately for each plan using the projected unit credit method by independent qualified actuaries. 
Actuarial gains and losses arising in the year are recognised in full in the income statement of the year.   

For defined contribution schemes, the amount charged to the income statement in respect of pension 
costs and other post-retirement benefits is the contributions payable in the year. 

Share based payments 

Certain employees (including executive directors) of the Group receive part of their remuneration in 
the form of share-based payment transactions, whereby employees render services in exchange for 
shares or rights over shares (‘equity-settled transactions’).  
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The cost of equity-settled transactions with employees is measured at fair value at the date at which 
they are granted. The fair value of share awards with market-related vesting conditions are determined 
by an external valuer and the fair value at the grant date is expensed on a straight-line basis over the 
vesting period based on the Group’s estimate of shares that will eventually vest. The estimate of the 
number of awards likely to vest is reviewed at each balance sheet date up to the vesting date at which 
point the estimate is adjusted to reflect the current expectations. No adjustment is made to the fair 
value after the vesting date even if the awards are forfeited or not exercised. 

Provisions for liabilities and charges 

Provisions are recognised when the Group has a present obligation (legal or constructive), as a result of 
past events, and it is probable that an outflow of resources, that can be reliably estimated, will be 
required to settle such an obligation. If the effect of the time value of money is material, provisions are 
determined by discounting the expected future cash flows to net present value using an appropriate 
pre-tax discount rate that reflects current market assessments of the time value of money and, where 
appropriate, the risks specific to the liability. Unwinding of the discount is recognised in the income 
statement as a finance cost. Provisions are reviewed at each balance sheet date and are adjusted to 
reflect the current best estimate. 

Restoration, rehabilitation and environmental costs 

An obligation to incur restoration, rehabilitation and environmental costs arises when environmental 
disturbance is caused by the development or ongoing production of a mine. Costs arising from the 
installation of plant and other site preparation work, discounted to net present value, are provided for 
and a corresponding amount is capitalised at the start of each project, as soon as the obligation to incur 
such costs arises. These costs are charged to the income statement over the life of the operation through 
the depreciation of the asset and the unwinding of the discount on the provision. The cost estimates are 
reviewed periodically and are adjusted to reflect known developments which may have an impact on 
the cost estimates or life of operations. The cost of the related asset is adjusted for changes in the 
provision due to factors such as updated cost estimates, new disturbance and revisions to discount 
rates. The adjusted cost of the asset is depreciated prospectively over the lives of the assets to which 
they relate. The unwinding of the discount is shown as a finance cost in the income statement. 

Costs for restoration of subsequent site damage which is caused on an ongoing basis during production 
are provided for at their net present values and charged to the income statement as extraction 
progresses. Where the costs of site restoration are not anticipated to be significant, they are expensed as 
incurred. 

Leases 

Rentals under operating leases are charged on a straight-line basis over the lease term, even if the 
payments are not made on such a basis. 

Foreign currency translation 

The functional currency for each entity in the Group is determined as the currency of the primary 
economic environment in which it operates. For all principal operating subsidiaries, the functional 
currency is the local currency of the country in which it operates, except KCM where the functional 
currency is US dollars, since that is the currency of the primary economic environment in which it 
operates. In the financial statements of individual Group companies, transactions in currencies other 
than the functional currency are translated into the functional currency at the exchange rates ruling at 
the date of transaction. Monetary assets and liabilities denominated in other currencies are translated 
into functional currency at exchange rates prevailing on the balance sheet date. All exchange 
differences are included in the income statement, except, where the monetary item is designated as an 
effective hedging instrument of the currency risk of designated forecast sales, where exchange 
differences are recognised in equity exchange differences on foreign currency borrowings relating to 
assets under construction, for future productive use, which are  included in the cost of those assets 
when they are regarded as an adjustment to interest costs on those foreign currency borrowings. 
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For the purposes of consolidation, the income statement items of those entities for which the US dollar 
is not the functional currency are translated into US dollars at the average rates of exchange during the 
period. The related balance sheets are translated at the rates ruling at the balance sheet date. Exchange 
differences arising on translation of the opening net assets and results of such operations, and on 
foreign currency borrowings to the extent that they hedge the Group’s investment in such operations, 
are reported in other comprehensive inward and accumulated in equity.  

On disposal of entities with a different functional currency to the Company’s functional currency, the 
deferred cumulative exchange differences recognised in equity relating to that particular operation 
would be recognised in the income statement. 

Financial asset investments 

Financial asset investments are classified as available for sale under IAS 39 and are initially recorded at 
cost and then remeasured at subsequent reporting dates to fair value. Unrealised gains and losses on 
financial asset investments are recognised directly in equity. On disposal or impairment of the 
investments, the gains and losses in equity are recycled to the income statement.  

Investments in unquoted equity instruments that do not have a market price and whose fair value 
cannot be reliably measured are measured at cost. 

Investments in equity instruments are recorded in non-current assets unless they are expected to be 
sold within one year.  

Liquid investments 

Liquid investments represent short term current asset investments that do not meet the definition of 
cash and cash equivalents for one or more of the following reasons: 

 They have a maturity profile greater than 90 days;  
 They may be subject to a greater risk of changes in value than cash;  
 They are held for investment purposes.  

The change in fair value of trading investments incorporates any dividend and interest earned on the 
held for trading investments. 

 Cash and cash equivalents 

Cash and cash equivalents in the balance sheet comprise cash at bank and in hand, short-term deposits 
with banks and short-term highly liquid investments that are readily convertible into cash which are 
subject to insignificant risk of changes in value and are held for the purpose of meeting short-term cash 
commitments.   

Trade receivables 

Trade receivables are stated at their nominal value as reduced by appropriate allowances for estimated 
irrecoverable amounts. An allowance for impairment for trade receivables is made where there is an 
event, which based on previous experience, is an indication of a reduction in the recoverability of the 
carrying value of the trade receivables. 

Trade payables 

Trade payables are stated at their nominal value.  

Equity instruments 

Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue 
costs. 
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Borrowings 

Interest bearing loans and overdrafts are recorded at the proceeds received. Finance charges, including 
premiums payable on settlement or redemption and direct issue costs, are accounted for on an accruals 
basis and charged to the income statement using the effective interest method. They are added to the 
carrying amount of the instrument to the extent that they are not settled in the period in which they 
arise. 

Convertible bonds 

Convertible bonds denominated in the functional currency of the issuing entity are accounted for as 
compound instruments. The equity components and the liability components are separated out on the 
date of the issue. The equity component is recognised in a separate reserve and is not subsequently 
remeasured. The liability component is held at amortised cost. The interest expense on the liability 
component is calculated by applying the effective interest rate, being the prevailing market interest rate 
for similar non convertible debt. The difference between this amount and interest paid is added to the 
carrying amount of the liability component. 

Convertible bonds not denominated in the functional currency of the issuing entity or where a cash 
conversion option exists, are split into two components: a debt component and a component 
representing the embedded derivative in the convertible bond. The debt component represents a 
liability for future coupon payments and the redemption on the principal amount. The embedded 
derivative, a financial liability, represents the value of the option that bond holders have to convert into 
ordinary shares. At inception the embedded derivative is recorded at fair value and the remaining 
balance, after deducting a share of issue costs, is recorded as the debt component. Subsequently, the 
debt component is measured at amortised cost and the embedded derivative is measured at fair value 
at each balance sheet dates with the change in the fair value recognised in the income statement. The 
embedded derivative and the debt component are disclosed together and the current/non current 
classification follows the classification of the debt component which is the host contract. 

The deferred tax effect arising on the movement in the fair value of the embedded derivative is 
provided in the income statement. 

Borrowing costs 

Borrowing costs directly relating to the acquisition, construction or production of a qualifying capital 
project under construction are capitalised and added to the project cost during construction until such 
time that the assets are substantially ready for their intended use in accordance with the Group policy 
which is when they are capable of commercial production. Where funds are borrowed specifically to 
finance a project, the amount capitalised represents the actual borrowing costs incurred. Where surplus 
funds are available out of money borrowed specifically to finance a project, the income generated from 
such short term investments is also capitalised to reduce the total capitalised borrowing cost.  

All other borrowing costs are recognised in the income statement in the period in which they are 
incurred.  

Available for sale financial assets 

Listed equity shares and debt instruments held by the Group that are traded in an active market are 
classified as being available for sale (AFS) financial assets and are stated at fair value. Unrealised gains 
and losses on financial asset investments are recognised directly in equity. On disposal or impairment 
of the investments, the gains and losses in equity are recycled to the income statement. Dividends 
received from investees accounted for as equity instruments are recognised in income statement when 
the Group receives the dividends.  

Held for trading financial assets 

Financial assets are classified as held for trading if they have been acquired principally for the purpose 
of selling in the near term. The change in fair value of trading investments incorporates any dividend 
and interest earned on the held for trading investments and is accounted for in the income statement. 
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Held-to-maturity financial assets 

Financial instruments with fixed or determinable payments and fixed maturity dates that the Group 
has the positive intent and ability to hold to maturity are classified as held-to-maturity investments. 
Held-to-maturity investments are measured at amortised cost using the effective interest method. 

Derivative financial instruments 

In order to hedge its exposure to foreign exchange, interest rate and commodity price risks, the Group 
enters into forward, option, swap contracts and other derivative financial instruments. The Group does 
not hold derivative financial instruments for speculative purposes. 

Derivative financial instruments are initially recorded at their fair value on the date of the derivative 
transaction and are re-measured at their fair value at subsequent balance sheet dates.  

Hedge accounting 

The Group designates certain hedging instruments, which include derivatives and non-derivatives in 
respect of foreign currency risk, as either fair value hedges or cash flow hedges. Changes in the fair 
value of derivatives that are designated and qualify as fair value hedges are recorded in the income 
statement.  The hedged item is recorded at fair value and any gain or loss is recorded in the income 
statement and is offset by the gain or loss from the change in the fair value of the derivative. 

Changes in the fair value of derivatives that are designated and qualify as cash flow hedges are 
recorded in equity. This includes certain non-derivative liabilities that are designated as instruments 
used to hedge the foreign currency risk on future, highly probable, forecast sales. Amounts deferred to 
equity are recycled in the income statement in the periods when the hedged item is recognised in the 
income statement.   

Derivative financial instruments that do not qualify for hedge accounting are marked to market at the 
balance sheet date and gains or losses are recognised in the income statement immediately. 

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated or 
exercised, or no longer qualifies for hedge accounting. Any cumulative gain or loss on the hedging 
instrument recognised in equity is kept in equity until the forecast transaction occurs. If a hedged 
transaction is no longer expected to occur, the net cumulative gain or loss recognised in equity is 
transferred to net profit or loss for the year. 

Derivatives embedded in other financial instruments or other host contracts are treated as separate 
derivatives when their risks and characteristics are not closely related to those of host contracts and the 
host contracts are not carried at fair value with unrealised gains or losses reported in the income 
statement. 

2(b) Critical accounting judgement and estimation uncertainty 

In the course of applying the policies outlined in note 2(a), management made estimations and 
assumptions that impact the amounts recognised in the financial statements. Vedanta believes that 
judgement and estimation has been made in the following areas: 

Mining properties and leases 

The carrying value of mining property and leases is arrived at by depreciating the assets over the life of 
the mine using the unit of production method based on proved and probable reserves. The estimate of 
reserves is subject to assumptions relating to life of the mine and may change when new information 
becomes available. Changes in reserves as a result of factors such as production cost, recovery rates, 
grade of reserves or commodity prices could impact the depreciation rates, asset carrying values and 
environmental and restoration provisions. 
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Useful economic lives of assets and impairment 

Property, plant and equipment other than mining properties and leases are depreciated over their 
useful economic lives. Management reviews the useful economic lives at least once a year and any 
changes could affect the depreciation rates prospectively and hence the asset carrying values. The 
Group also reviews its property, plant and equipment, including mining properties and leases, for 
possible impairment if there are events or changes in circumstances that indicate that carrying values of 
the assets may not be recoverable. In assessing the property, plant and equipment for impairment, 
factors leading to significant reduction in profits such as changes in commodity prices, the Group’s 
business plans and significant downward revision in the estimated mining reserves are taken into 
consideration. The carrying value of the assets of a cash generating unit (CGU) and associated mining 
reserves is compared with the recoverable amount of those assets, that is, the higher of net realisable 
value and value in use. Value in use is usually determined on the basis of discounted estimated future 
cash flows. This involves management estimates on commodity prices, market demand and supply, 
economic and regulatory climates, long term mine plan, discount rates and other factors. Any 
subsequent changes to cash flow due to changes in the abovementioned factors could impact on the 
carrying value of the assets.  

Assessment of impairment at Lanjigarh Refinery  

As set out in the risks and uncertainties section of this Annual Report, the planned operation of the 
Lanjigarh Refinery is subject to a number of legal proceedings.   It has been assessed that there is no 
impairment of the Lanjigarh Refinery on 31 March 2011 based on the assumptions set out below-  

 The State of Orissa has abundant bauxite reserves and under the terms of its MOU with the State 
Government of Orissa, management is confident that bauxite will be made available in the short to 
medium term.  

 On the continued operation and planned refinery expansion, management is confident that all of the 
conditions for construction of the alumina refinery have been complied with, and expect the approval 
for the same in due course. 

Should one or both of these assumptions not be borne out, a reassessment of the impairment of the 
Refinery would need to be made. 

Assessment of impairment at Tuticorin  

During the year ended 31 March 2011, the Group was ordered to close the Tuticorin smelter pursuant 
to an order from the Madras high Court.  The Group has been successful in obtaining stay orders to 
allow the continued operation of the smelter while an appeal is heard in the Supreme Court.  

The directors are confident that they have complied with the environmental regulations and that they 
will be permitted to continue operating the Tuticorin smelter in the long term.  Accordingly, they have 
concluded that no impairment of the asset is required 

Restoration, rehabilitation and environmental costs 

Provision is made for costs associated with restoration and rehabilitation of mining sites as soon as the 
obligation to incur such costs arises. Such restoration and closure costs are typical of extractive 
industries and they are normally incurred at the end of the life of the mine. The costs are estimated on 
the basis of mine closure plans and the estimated discounted costs of dismantling and removing these 
facilities and the costs of restoration are capitalised when incurred reflecting our obligations at that 
time. A corresponding provision is created on the liability side. The capitalised asset is charged to the 
income statement over the life of the asset through depreciation over the life of the operation and the 
provision is increased each period via unwinding the discount on the provision. Management estimates 
are based on local legislation and/or other agreements such as the KCM acquisition agreement. The 
actual costs and cash outflows may differ from estimates because of changes in laws and regulations, 
changes in prices, analysis of site conditions and changes in restoration technology.  
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Changes in the measurement of a liability relating to the decommissioning of plant or other site 
preparation work that result from changes in the estimated timing or amount of the cash flow or a 
change in the discount rate are added to or deducted from the cost of the related asset in the current 
period. If a change in the liability exceeds the carrying amount of the asset, the excess is recognised 
immediately in the income statement. Management uses its judgement and experience to provide for 
and amortise these estimated costs over the life of the mine. 

As per local legislation, our Indian operations provide for restoration costs in accordance with statutory 
requirements. In Australia, appropriate provision has been made in accordance with local legal 
requirements and at KCM, a provision has been recognised with reference to a plan agreed with the 
Government of Zambia at the time of KCM’s privatisation in April 2000 and pursuant to the KCM 
acquisition agreement. In Namibia, South Africa and Ireland appropriate provision has been made in 
accordance with the local regulatory requirements. 

Provisions and liabilities: 

Provisions and liabilities are recognised in the period when it becomes probable that there will be a 
future outflow of funds resulting from past operations or events that can be reasonably estimated. The 
timing of recognition requires the application of judgement to existing facts and circumstances which 
may be subject to change. The actual cash outflows takes place over many years in the future and hence 
the carrying amounts of provisions and liabilities are regularly reviewed and adjusted to take into 
account the changing circumstances and other factors that influence the provisions and liabilities.  

Management uses its judgement in estimating close down and restoration costs and the timing of 
expenditure, environmental clean up costs and the timing of expenditure, liabilities for retirement 
benefits costs and copper price participation (see note 29). 

Contingencies and commitments: 

In the normal course of business, contingent liabilities may arise from litigation and other claims 
against the company. Where it is management’s assessement that  the outcome cannot be reliably 
quantified or is uncertain the claims are disclosed as contingent liabilities unless the likelihood of an 
adverse outcome is remote.. Such liabilities are disclosed in the notes but are not provided for in the 
financial statements. Although there can be no assurance regarding the final outcome of the legal 
proceedings, we do not expect them to have a materially adverse impact on our financial position or 
profitability. These are set out in Note 35.  

3. Segment informationa 

The Group’s primary format for segmental reporting is based on business segments. The business 
segments consist of aluminium, copper, zinc, iron ore and energy with residual components being 
reported as “Other”. Business segment data includes an allocation of certain corporate costs, allocated 
on an appropriate basis. The risks and returns of the Group’s operations are primarily determined by 
the nature of the different activities in which the Group is engaged. Inter-segment sales are charged 
based on prevailing market prices. The Group’s activities are organised on a global basis.  

The Group’s reportable segments under IFRS 8 are as follows: 

 Aluminium 
 Copper-India/Australia 
 Copper-Zambia 
 Zinc- India 
 Zinc-International 
 Iron Ore 
 Energy 
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The Energy segment includes the sales of and related costs of generating surplus power from Captive 
Power Plants for which the related asset carrying values are located within the other business 
segments.These sales and costs are allocated on a proportionate basis from the segment that owns the 
captive power plants.  

Management monitors the operating results of reportable segments for the purpose of making 
decisions about resources to be allocated and for assessing performance. Segment performance is 
evaluated based on the EBITDA of each segment.  

During the year ended 31 March 2011, the Zinc assets acquired from Anglo American Plc comprising 
the Skorpion mine in Namibia, the Black Mountain mine in South Africa and the Lisheen mine in 
Ireland.  These assets are monitored together in one segment and therefore has been categorised as a 
separate reportable segment ‘Zinc- International’. 
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3. Segmental information continued 

(b) Segment result after special items 

 Year ended Year ended 
$ million 31 March 2011 31 March 2010 
Aluminium 258.2 154.9 
Copper 681.4 317.7 
- India/Australia 241.5 165.9 
- Zambia 439.9 151.8 
Zinc 1,321.5 982.8 
-India  1,220.2 982.8 
-International (1) 101.3 -   
Iron Ore 1,174.1 673.0 
Energy 137.8 170.7 
Other (6.1) (3.2) 
EBITDA  3,566.8 2,295.9 
Depreciation (869.0) (563.0) 
Special items (163.5) (67.3) 
Segment result after special items 2,534.3 1,665.6 
1. Acquired during the year ended 31 March 2011 

(c) Geographical segmental analysis 

The Group’s operations are located in India, Zambia, Australia, Namibia, South Africa and Ireland. The 
following table provides an analysis of the Group’s sales by geographical market, irrespective of the 
origin of the goods: 

 Year ended Year ended 
$ million 31 March 2011 31 March 2010 
India  4,924.4  3,900.5 
China  2,157.0  1,838.0 
Far East Others  1,354.6  633.5 
UK  23.8  119.5 
Africa  172.3  108.7 
Europe  1,047.3  378.9 
Middle East  1,068.9  834.6 
Asia Others  648.7  113.8 
Other  30.2 3.0 
Total 11,427.2 7,930.5 
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The following is an analysis of the carrying amount of segment assets, and additions to property, plant 
and equipment, analysed by the geographical area in which the assets are located: 

 Carrying amount of 
non-current assets* 

Additions to property, plant 
and equipment** 

$ million As at 31 March 
2011 

As at 31 March 
2010 

Year ended  
31 March 2011 

Year ended 
31 March 2010 

Australia 15.3  14.6  1.7  4.4 
India  14,278.1  12,701.4  2,309.2  3,540.2 
Zambia  1,803.5  1,644.7  295.9  307.4 
Namibia  578.0  - 628.2  - 
Ireland 275.2 - 279.0 - 
South Africa 476.7 - 297.5 - 
Other 265.95 197.7 149.9 12.5 
Total 17,692.7 14,558.4 3,961.4 3,864.5 
*Non-current assets does not include deferred tax assets and derivative receivables. 
** Includes acquired on acquisition of Zinc International 

4. Total Revenue 
  Year ended Year ended 
$ million  31 March 2011 31 March 2010 
Revenue from sales of goods  11,427.2 7,930.5 
Other operating income   73.9 87.8 
Investment revenue  431.6 272.8 
Gains / (losses) in fair value of cash flow hedge transferred to 
income statement   (1.6) 56.8 
  11,931.1 8,347.9 

5. Special items 
  Year ended Year ended 
$ million  31 March 2011 31 March 2010 
Asarco transaction costs*  - (57.7) 
Voluntary retirement schemes  (12.5) (6.9) 
Acquistion related costs**  (32.7) - 
Impairment of mining reserves***  (118.3) (2.7) 
  (163.5) (67.3) 

* Asarco transaction costs include the loss of a $50 million deposit used as security for a letter of credit 
which has been encashed by the counterparty. 

** Acquistion related costs include costs related to the acquisition of the Anglo Zinc assets and the 
proposed Cairn India acquisition. 

*** The impairment of mining reserves relates to mines at Sesa Goa operated on a lease basis which 
have expired and have not been renewed during the year. 
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6. Investment revenue 
  Year ended Year ended 
$ million  31 March 2011 31 March 2010 
Interest income on loans and receivables  19.7 17.2 
Interest income on cash and bank balances  131.6 75.5 
Change in fair value of financial assets held for trading  78.8 27.7 
Profit on disposal of financial assets held for trading  35.4 47.8 
Profit on sale of available for sale investment  5.9 7.6 
Dividend income on  financial assets held for trading  160.4 142.7 
Expected return on defined benefit arrangements (note 32)  2.1 1.8 
Foreign exchange loss on cash and liquid investments  (0.5) (42.7) 
Capitalisation of interest income  (1.8) (4.8) 
  431.6 272.8 

7. Finance costs 
  Year ended Year ended 
$ million  31 March 2011 31 March 2010 
Interest on bank loans and overdrafts  365.7 308.5 
Coupon interest on convertible bonds (Note 27)  138.6 96.9 
Accretive interest on convertible Bond  101.8 48.2 
Interest on financial liability measured at fair value  - 21.7 
Interest on other loans  97.3 52.3 
Total interest cost  703.4 527.6 
Unwinding of discount on provisions (Note 29)  7.9 4.4 
Interest on defined benefit arrangements (Note 32)  6.7 5.9 
Capitalisation of borrowing costs  (183.3) (301.3) 

  534.7 236.6 

8. Other gains and losses (Net) 
  Year ended Year ended 
$ million  31 March 2011 31 March 2010 
Exchange gains on borrowings and  
capital creditors 

  
75.9 

 
260.2 

Qualifying borrowing costs capitalised (note 17)  (11.0) (46.4) 
Change in fair value of financial liabilities measured at  
fair value 

 0.4 17.5 

Change in fair value of embedded derivative on  
convertible bonds (note 27) 

 188.4 (35.7) 

Loss arising on qualifying hedges and  
non-qualifying hedges 

 (1.6) (55.8) 

  252.1 139.8 
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9. Profit for the year has been stated after charging / (crediting): 
  Year ended Year ended 
$ million  31 March 2011 31 March 2010 
Depreciation on property, plant and equipment  869.0 563.0 
Costs of inventories recognised as an expense  4,218.3 2,679.3 
Auditors’ remuneration for audit services  1.5 1.2 
Research and development  0.7 1.4 
Staff costs   446.9 464.5 
Impairment of mining reserve  118.3 2.7 
Net foreign exchange gains  (76.2) (146.9) 

10. Auditors’ remuneration 

The table below shows the fees payable globally to the Company’s auditors, Deloitte LLP, for statutory 
external audit and audit related services, as well as fees paid to other accountancy firms for statutory 
external audit and audit related services in each of the two years ended 31 March 2011. 

 Year ended Year ended 
$ million 31 March 2011 31 March 2010 
Fees payable to the company’s auditors for the audit of  
Vedanta Resources plc annual accounts 0.6 0.4 
The audit of the company’s subsidiaries pursuant to legislation 0.9 0.7 
Total audit fees 1.5 1.1 
Fees payable to the company’s auditors and their associates for  
other services to the Group   
Other services pursuant to legislation* 0.7 0.8 
Tax services**** 0.1 0.1 
Corporate finance services** 5.4 0.7 
Other Services*** 0.3 0.2 
Total non-audit fees 6.5 1.8 

Total audit fees paid to the Company’s auditors 8.0 2.9 
Audit fees payable to other auditors of the Group’s subsidiaries 0.1 0.1 
Non audit fees payable to other auditors of the Group’s subsidiaries 0.1 0.1 
Total fees paid to other auditors 0.2 0.2 
* Other services pursuant to legislation principally comprise further assurance services, being quarterly reviews of the 

Group’s listed Indian subsidiaries and the half year review of the Group’s results. 
** Corporate finance services principally comprise reporting accountant services relating to the raising of equity and debt 

and the proposed Cairn India acquisition. These assurance-related services are ordinarily provided by the auditor. 
*** Includes certification related services. 
**** Tax services principally comprise of certification and assurance services as required by Indian income tax regulations. 
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11. Employee numbers and costs 

Average number of persons employed by the Group in the year 
 Year ended 

31 March 2011 
Year ended 

31 March 2010 
Class of business Number Number 
   
Aluminium 8,168 8,022 
Copper 10,976 11,518 
- India/Australia 1,414 1,370 
- Zambia 9,562 10,148 
Zinc 7,341 6,907 
   - India 5,494 6,907 
  - International 1,847 - 
Iron Ore 4,346 2,650 
Energy 220 290 
Other 120 210 
 31,171 29,597 

 

Costs incurred during the year in respect of  
Year ended 

31 March 2011 
Year ended 

31 March 2010 
Employees and  Executive Directors  $ million $ million 
Salaries and wages  434.7 410.7 
Defined contribution pension scheme costs (Note 32)  22.3 17.7 
Defined benefit pension scheme costs (Note 32)  29.3 20.5 
Share based payments charge  18.6 15.6 
  504.9 464.5 

 

12. Tax 
  Year ended Year ended 
$ million  31 March 2011 31 March 2010 

Current tax:    
UK Corporation tax  - - 
 Foreign tax    
- India  689.4 404.1 
- Zambia  - 0.1 
- Australia  21.3 20.3 
- Other  18.7 4.9 
  729.4 429.4 

 Deferred tax: (Note 31)    

 Current year movement in deferred tax  (79.9) (99.0) 

  (79.9) (99.0) 

Total tax expense  649.5 330.4 

Effective tax rate  24.2% 17.9% 

Deferred tax recycled from equity to income statement is a charge of $ 10.6 million (2010: charge of $8.5 
million). 
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Deferred Tax in income statement: 

$ million 
Year ended 

31 March 2011 
Year ended 

31 March 2010 
Accelerated capital allowances (14.4) (71.8) 
Unutilised tax losses (32.8) (74.6) 
Other temporary differences (32.7) 47.4 
 (79.9) (99.0) 

No deferred tax has been recognised in respect of temporary differences associated with investments in 
subsidiaries where the Group is in a position to control the timing of the reversal of the temporary 
differences and it is probable that such differences will not reverse in the foreseeable future. The 
aggregate amount of temporary differences associated with such investments in subsidiaries is 
represented by the contribution of those investments to the Group’s retained earnings and amounted to 
$3,966.1 million (2010: $3,076.6 million). 

Overview of the Indian direct tax regime 

The following is an overview of the salient features of the Indian direct tax regime relevant to the 
taxation of the Group: 

 Companies are subject to Indian income tax on a standalone basis. There is no concept of tax 
consolidation or Group relief in India. 

 Companies are charged tax on profits of a financial year i.e. from 1 April to 31 March, in the next 
year. A company’s taxable profits will be subject to either regular income tax or Minimum 
Alternative Tax (“MAT”). Where MAT is greater than the tax on regular basis, MAT is levied. 

 Regular income tax is charged on book profits (prepared under Indian GAAP) adjusted in accordance 
with the provisions of the (Indian) Income Tax Act, 1961. Typically the required adjustments generate 
significant timing differences in respect of the depreciation on fixed assets, relief for provisions and 
accruals, the use of tax losses brought forward and pension costs. For the financial year 2010-2011 
regular income tax is charged at 30% (plus a surcharge of 7.5% in case income exceeds INR 10 million 
& education cess of 3% on tax and surcharge) taking the effective tax rate to 33.22%.. For the financial 
year 2011-12 the corporate tax rate will be 32.445 % (i.e. 30% corporate tax increased by surcharge of 
5% in case income exceeds INR 10 million & education cess of 3% on tax and surcharge). 

 MAT is charged on the book profits at 18% (plus a surcharge of 7.5% in case book profits exceeds INR 
10 million & education cess of 3% on tax and surcharge). The effective rate of MAT is 19.93%. 
However, MAT paid during a year can be set off against normal tax payable in the subsequent years 
in the manner provided in the statute within a period of ten years succeeding the assessment year in 
which the MAT credit arose. The MAT rate for the financial year 2011-12 will be 18.5% (plus a 
surcharge of 5% in case book profits exceeds INR 10 million & education cess of 3% on tax and 
surcharge). The effective rate of MAT will be 20.01%. 

 There are various tax exemptions or tax holidays available to companies in India subject to fulfilment 
of prescribed conditions. The most important ones applicable to the Group are: 
- Industrial undertakings’ tax holiday: Profits of newly constructed industrial undertakings located in 

designated areas of India can benefit from a tax holiday. A typical tax holiday would exempt 100% 
of the undertaking’s profits for five years, and 30% for the next five years; 

- Power plants’ tax holiday: Profits on newly constructed power plants can benefit from a tax holiday. 
A typical holiday would exempt 100% of profits in ten consecutive years within the first 15 years of 
the power plants’ operation. The start of the ten-year period can be chosen by a company. This 
exemption is available only for units set up until 31 March 2012.  

- Profits from units designated as Export Oriented Units (EOU), from where goods are exported out of 
India, are tax exempt up to financial year ending March 2011. 

- Profits from units located in Special Economic Zones are exempt from corporate tax to the extent of 
100% of the profits for the first five years; 50% of the profits for the next five years; and for the next 
five years 50% of profits are exempt subject to creation of Special Economic Zone Reserve and 
utilisation of Special Economic Zone Reserve in the manner specified. MAT is not leviable on profits 
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of units located in Special Economic Zone upto financial year ending March 2011. MAT & DDT shall 
be applicable on SEZ developers and SEZ units w.e.f 01st April,2011. 

- The Indian tax laws are subject to a thorough review and the Government has introduced draft 
Direct Taxes Code (DTC) for public debate. The DTC is expected to be presented again in a modified 
form later this year and, when enacted, is proposed to be operational from financial year 2012-13. At 
present there is significant uncertainty as to the form of the DTC and it is not currently considered to 
be substantively enacted.   

 Tax returns submitted by companies are regularly subjected to a comprehensive review and 
challenge by the tax authorities. There is appeal procedures prescribed. Both the tax authorities and 
taxpayers can prefer appeals to the appellate forums (save and except the first appellate authority i.e. 
the Commissioner of Income Tax (Appeals) and it is not uncommon for significant or complex 
matters in dispute to remain outstanding for several years before they are finally resolved either in 
the High Court or in the Supreme Court. 

Overview of the Zambian Tax Regime 

The following is an overview of the salient features of the Zambian direct tax regime relevant to the 
taxation of the Group: 

  The tax rate for income from mining operations is 30%.  
 The 100% deduction for capital expenditure incurred on mining operations which had been removed 

in 2008-09 fiscal year was re-introduced with effect from 1 April 2009.  
 Removal of windfall tax (see below) from 1 April 2009.  However, a variable profits tax will still 

apply where income from mining activities exceeds 8% of gross sales at a rate determined according 
to a prescribed formula and payable only if windfall tax is not payable  

 The requirement to treat hedging activities as a separate source of income from mining operations 
was removed. 

 The period available to carry forward losses is 10 years.  
 KCM must file tax returns in Zambian Kwacha. Tax losses are denominated in Kwacha but an 

indexation allowance applies to adjust for changes in the US dollar to Kwacha exchange rate 

 A windfall tax was introduced in fiscal year 2008-09 which became payable when copper is sold at 
prices above $ 5,512 per MT. The tax is charged at rates ranging from 25% to 75% depending on the 
difference between the realised price and a series of pricing thresholds ranging upward from $5,512 per 
MT. KCM received a letter from the Zambian Revenue Authority (“ZRA”) during the year ended 31 
March 2009 confirming an interim arrangement that the company would only be required to pay 
windfall tax at a rate of 25% at any price above US$5,512 per MT. The company has settled the windfall 
tax liability with ZRA at 25 % without any penal interest and penalty and agreed to pay the windfall 
tax liability in five progressive instalments commencing from February 2011.   

 Discussions about a new tax regime for mining companies are being held with Zambian government. 

A reconciliation of income tax expense applicable to accounting profit before tax at the statutory income 
tax rate to income tax expense at the Group’s effective income tax rate for the year ended 31 March 2011 
is as follows: 
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 Year ended Year ended 
$ million 31 March 2011 31 March 2010 
Accounting profit before tax 2,683.3 1,841.6 
At Indian statutory income tax rate of 33.22% (2010: 33.99%) 891.4 625.9 
Unrecognised tax losses 141.4 25.4 
Disallowable expenses 67.1 45.4 
Non-taxable income (83.7) (99.1) 
Impact relating to changes in tax rate * (21.9) (24.6) 
Tax holiday and similar exemptions (334.6) (255.1) 
Minimum Alternative Tax 7.0 26.9 
Adjustments in respect of previous years (17.2) (14.4) 
At effective income tax rate of 24.2 % (2010: 17.9 %) 649.5 330.4 
*  Includes impact of change in effective tax rate from 33.22% to 32.445% (refer note on Overview of the Indian direct tax 

regime.) 

13. Earnings per share  

Basic earnings per share amounts are calculated by dividing net profit for the year attributable to 
ordinary equity holders of the parent by the weighted average number of ordinary shares outstanding 
during the year. 

Diluted earnings per share amounts are calculated by dividing the net profit attributable to ordinary 
equity holders by the weighted average number of ordinary shares outstanding during the year 
(adjusted for the effects of dilutive options and the Group’s Convertible Bonds). 

The following reflects the income and share data used in the basic and diluted earnings per share 
computations: 

 Year ended Year ended 
$ million 31 March 2011 31 March 2010 
   
Net profit attributable to equity holders of the parent 770.8 602.3 

 

 
Year ended 

31 March 2011 
Year ended 

31 March 2010 
Weighted average number of ordinary shares for basic earnings 
 per share (million) 

 
272.2 

 
274.3 

Effect of dilution:   
Convertible bonds 34.3 46.7 
Share options 2.2 3.7 
Adjusted weighted average number of ordinary shares for  
diluted earnings per share 

 
308.7 

 
324.7 

A) Earnings per share based on profit for the year 

Basic earnings per share on the profit for the year 
Year ended 

31 March 2011 
Year ended 

31 March 2010 
Profit for the year attributable to equity holders of the parent 
 ($ million) 

 
770.8 

 
602.3 

Weighted average number of shares of the Company in  
issue (million) 

 
272.2 

 
274.3 

Earnings per share on profit for the year (US cents per share) 283.2 219.6 
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Diluted earnings per share on the profit for the year 
Year ended 

31 March 2011 
Year ended 

31 March 2010 
Profit for the year attributable to equity holders of the parent 
($ million) 

770.8 602.3 

Adjustment in respect of convertible bonds of Vedanta ($ million) 63.4 57.6 
Profit for the year after dilutive adjustment ($ million) 834.3 659.9 
Adjusted weighted average number of shares of the Company in issue 
(million) 

 
308.7 

 
324.7 

Diluted earnings per share on profit for the year (US cents 
 per share) 

 
270.2 

 
203.2 

 

During the year ended 31 March 2011, 738,248 options issued under the Long Term Incentive Plan were 
converted to equity shares pursuant to vesting and exercise of the options (2010: 393,292 options).  

Profit for the year would be increased if holders of the convertible bonds in Vedanta exercised their 
right to convert their bond holdings into Vedanta equity. The impact on profit for the year of this 
conversion would be the reduction in interest payable on the convertible bond net of any amount 
capitalised. This has been taken into account in determinig diluted EPS. 

The outstanding awards under the LTIP are reflected in the diluted EPS figure through an increased 
number of weighted average shares.  

Earnings per share based on Underlying Profit for the year 

The Group’s Underlying Profit is the profit for the year after adding back special items, other gains and 
losses (see note 8) and their resultant tax and non-controlling interest effects, as shown in the table 
below: 

  Year ended Year ended 
$ million Note 31 March 2011 31 March 2010 
Profit for the year attributable to equity holders of 
 the parent 

  
770.8 

 
602.3 

Special items  4 163.5 67.3 
Other gains  (252.1) (139.9) 
Non-controlling interest effect of special items and  
other  losses 

  
33.1 

 
16.8 

Underlying Profit for the year   715.3 546.5 

 

Basic earnings per share on Underlying Profit for the year 
Year ended 

31 March 2011 
Year ended 

31 March 2010 
Underlying profit for the year ($ million) 715.3 546.5 
Weighted average number of shares of the Company in  
issue (million) 

 
272.2 

 
274.3 

Earnings per share on Underlying Profit for the 
 year 
(US cents per share) 

 
 

262.8 

 
 

199.2 
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Diluted earnings per share on Underlying Profit for the year 
Year ended 

31 March 2011 
Year ended 

31 March 2010 
Underlying profit for the year ($ million) 715.3 546.5 
Adjustment in respect of convertible bonds of Vedanta ($ million)                    63.4                   57.6 
Underlying profit for the year after dilutive adjustment  
($ million) 

 
778.7 

 
604.1 

Adjusted weighted average number of shares of the  
Company (million) 

 
308.7 

 
324.7 

Diluted earnings per share on Underlying Profit for the  year 
(US cents per share) 

 
252.3 

 
186.0 

 

14. Dividends 
 Year ended Year ended 
$ million 31 March 2011 31 March 2010 
Amounts recognised as distributions to equity holders:   
Equity dividends on ordinary shares:   
 Final dividend for 2009-10:27.5 US cents per share (2008-09:25 US cents 
per share) 75.2                    70.2 
Interim dividend paid during the year: 20US cents per share (2009-10:17.5 
US  cents per share) 54.7 47.7 
 129.9 117.9 
Proposed for approval at AGM    
Equity dividends on ordinary shares:   
Final dividend for 2010-11 32.5 US cents per share  
(2009-10: 27.5 US cents per share) 

 
89.2 75.2 

15. Goodwill 
  Year ended Year ended 
$ million 31 March 2011 31 March 2010 
   
Cost (gross carrying amount) 16.9 16.9 
Accumulated impairment losses (4.7) (4.7) 
Net carrying amount at 31 March 12.2 12.2 

The Group tests goodwill annually for impairment or more frequently if there are indications that 
goodwill might be impaired. The company has undertaken an impairment review of goodwill of 
US$12.2 million as at 31 March 2011. The carrying amount of goodwill was evaluated using the 
discounted future cash flows of the entity to which the goodwill pertains (Sterlite) and comparing this 
to the total carrying value of the Sterlite cash generating unit.It was determined that the carrying 
amount of goodwill is not impaired. 

16. Intangible assets 
  Year ended Year ended 
$ million 31 March 2011 31 March 2010 
   
Exploration and evaluation acquired on acquisition 162.1 - 
   
Net carrying amount at 31 March 162.1 - 

The Intangible assets relate to the Gamsberg exploration project which was  acquired during the year 
(refer note 34). 
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At 31 March 2011, land having a carrying value of $ 144.3 million (31 March 2010: $37.0 million) was 
not depreciated. At 31 March 2011, cumulative capitalised interest and foreign exchange gains or losses 
included within the table above was $ 194.3 million (31 March 2010: $254.9 million). Plant and 
equipment include refineries, smelters, power plants and related facilities. Other tangible fixed assets 
include office equipment and fixtures, and light vehicles 

18. Financial asset investments 

Financial asset investments are required to be classified and accounted for as either available-for-sale or 
fair value through profit or loss. 

Available-for-sale investments 

Year ended 
31 March 2011 

$ million 

Year ended 
31 March 2010 

$ million 
At 1 April 201.2 91.6 
Additions / (Disposals) 46.6 (4.5) 
Movements in fair value 55.3 111.0 
Exchange difference 1.1 3.1 
At 31 March 304.2 201.2 

 

Analysis of financial asset investments 

As at 
31 March 2011 

$ million 

As at 
31 March 2010 

$ million 
Quoted 265.2 178.7 
Unquoted 39.0 22.5 

Quoted investments represent investments in equity securities that present the Group with opportunity 
for return through dividend income and gains in value. These securities are held at fair value based on 
market prices.  

Unquoted investments include mainly an investment in the equity share capital of the Andhra Pradesh 
Gas Power Corporation Limited which is held at cost as it is not quoted.  The increase is related to 
unquoted investments held by BMM and Skorpion. 

19. Other non-current assets 

$ million 
As at 

31 March 2011 
As at 

31 March 2010 
Deposits, advances and other receivables due after one year 24.6 18.3 
  24.6 18.3 

20. Inventories 

$ million 
As at 

31 March 2011 
As at 

31 March 2010 
Raw materials and consumables  1,011.9 636.5 
Work-in-progress  690.9 478.2 
Finished goods 221.8 145.9 
 1,924.6 1,260.6 

Inventories with a carrying amount of $ 1,112.2 million (2010: $761.2 million) have been pledged as 
security against certain bank borrowings of the Group. 
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21. Trade and other receivables 

$ million 
As at 

31 March 2011 
As at 

31 March 2010 
Trade receivables 761.4 206.7 
Amounts due from related parties (note 36) 13.6 4.4 
Prepayments 93.4 55.9 
Deposits with Government 141.9 189.8 
Other receivables 318.3 466.8 
  1,328.6 923.6 

The credit period given to customers ranges from zero to 90 days. Other receivables primarily includes 
excise balances, customs balances, deposits with governments, advances to suppliers, claims 
receivables and other receivables. 

22. Liquid investments 

$ million 
As at 

31 March 2011 
As at 

31 March 2010 
Bank deposits 1,929.0 1,301.4 
Other investments 4,936.4 5,548.0 
  6,865.4 6,849.4 

Other investments include mutual fund investments and are fair valued through the income statement. 
Bank deposits are made for periods of between three months and one year depending on the cash 
requirements of the companies within the Group and earn interest at the respective deposit rates. 

These do not qualify for recognition as cash and cash equivalents due to their maturity period and risk 
of change in value of the investments. 

23. Cash and Cash equivalents 

$ million 
As at 

31 March 2011 
As at 

31 March 2010 
Cash at bank and in hand 238.5 74.7 
Short-term deposits* 673.1 315.3 
  911.6 390.0 

Short-term deposits are made for periods of between one day and three months, depending on the 
immediate cash requirements of the Group, and earn interest at the respective short-term deposit rates. 

* Includes $96.3 million (2010: $2.5 million) of cash held in short-term deposit accounts that is restricted in use as it 
relates to unclaimed deposits, dividends, interest on debentures, share application money, closure costs and future 
redundancy payments.  

24. Borrowings 

$ million 
As at 

31 March 2011 
As at 

31 March 2010 
Bank loans 5,654.9 3,597.4 
Bonds 1,244.7 1,243.7 
Other loans 581.4 554.7 
Total 7,481.0 5,395.8 
Borrowings are repayable as:   
Within one year (shown as current liabilities) 3,045.1 1,012.6 
In the second year 1,914.2 759.7 
In two to five years 1,324.4 2,669.9 
After five years 1,197.3 953.6 
Total borrowings  7,481.0 5,395.8 

Less: payable within one year (3,045.1) (1,012.6) 
Medium and long term borrowings  4,435.9 4,383.2 
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At 31 March 2011, the Group had available US$3,407.6 million (2010: $3,204.8 million) of undrawn 
committed borrowing facilities in respect of which all conditions precedent had been met. The Group 
also had secured $6,000.0 million acquisition facility to fund the proposed Cairn India acquisition in 
respect of which all conditions precedent had been met. 

The principal loans held by Group companies at 31 March 2011 were as follows: 

BALCO 

Non convertible debentures 

BALCO issued Non Convertible Debentures of $ 112.0 million to the Life Insurance Corporation of 
India @12.25% per annum. The Debentures are secured and have the pari passu  charge on the movable 
and immovable properties, present and future tangible or intangible assets other than current assets of 
Balco to the extent of 1.33 times of the issued amount. The above loan is repayable in 3 yearly equal 
instalments starting November 2013.   

Project Buyers’ Credit 

As at 31 March 2011, BALCO has extended credit terms relating to the purchase of property, plant and 
equipment for its project of $ 370.7 million at an average rate of LIBOR plus 247 basis points.  

VAL 

Rupee term Loan 

VAL has taken an Indian rupee term loan of $224.0 million from ICICI Bank at an interest rate of 10.5%. 
The loan is not secured. Repayment is in eight equal quarterly instalments starting from July 2011. 

VAL has taken an Indian rupee term loan of $168.0 million from Yes Bank at an interest rate of 11.5%. 
The loan is secured and has a subservient charge on present and future movable fixed asset already 
created.  

Indian rupee term loan of $168.0 million from Bank of Baroda at an interest rate of 10.5% has been taken 
which is secured by first charge by way of hypothecation of all present & future movables fixed assets 
for the project including but not limited to plant & machinery spares, tools & accessories, base stock 
funded by the facility of the project. The loan is payable on December 2011. 

VAL has obtained term loan of $1,119.8 million from State Bank of India at an interest rate of 7.5%. The 
loan is secured by the first pari passu charge on the moveable Plant & Machinery so as to provide fixed 
assets coverage ratio of 1.30. The loan is repayable in April 2011.  

Non convertible debentures 

VAL has issued Non Convertible Debentures of $89.6 million to the Life Insurance Corporation of India 
at a rate of 11.50% per annum. The Debentures are secured and have the first pari passu  charge over 
the identified assets (including Land and Building) of the issuer to the extent of 1.33 times of the issued 
amount. Debentures are repayable in 3 yearly equal instalments starting October 2013. 

External Commercial Borrowing 

VAL has obtained External Commercial Borrowing loan from ICICI Bank, Singapore of $100.0 million 
at an interest rate of LIBOR plus 240 basis points secured by Negative Lien Undertaking on the assets of 
the Jharsuguda project of the company, both present and future, excluding assets already charged in 
favour of ICICI bank and other lenders. The repayment period is from February 2012 to August 2014. 
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Project Buyers’ Credit 

As at 31 March 2011, VAL had extended credit terms relating to purchases of property, plant and 
equipment for its projects amounting to $ 846.6 million. These loans bear average interest at LIBOR plus 
243 basis points. These are secured by all of the fixed assets of VAL, immovable or movable, present 
and future, on a pari passu basis with other term lenders and with priority over other creditors. 

Sterlite Energy 

Project Buyers’ Credit 

As at 31 March 2011, SEL has extended credit terms relating to the purchase of property, plant and 
equipment for its project of $228.2 million at an average rate of LIBOR plus 199 basis points. The facility 
is unsecured. 

Sterlite Industries 

In February 2011 Sterlite Industries raised $291.1 million through commercial papers at an interest rate 
of 9.73% and repayable in June 2011. The amount outstanding as at March 2011 is $261.7 million. 

Talwandi Sabo 

Talwandi Sabo has issued Non Convertible Debentures of $335.9 million to ICICI Bank at a rate of 9.8% 
per annum. First tranche of $167.9 million was issued in December 2010 and second tranche of the 
balance amount was issued in January 2011. The Debentures are secured by first pari passu charge on 
the assets of the company both present and future, with a minimum asset cover of 1.25 times during the 
lifetime of the NCDs (including the Debt Service Reserve Account) and unconditional and irrevocable 
corporate guarantee by Sterlite Industries. Debentures have a tenure of 13 years repayable in twelve 
equal instalments after 10 years of allotment. 

KCM 

In 2009 KCM has obtained a loan of $100 million from the Development Bank of Southern Africa (5year 
term) and $ 191.7 million from Standard Chartered Bank (4 year term). The interest rate is 2.8% over 3 
month Libor and 5.5% over 3 month LIBOR respectively. Both the loans are repayable in 12 quarterly 
instalments starting from the third and second year, respectively.  

Vedanta Resources plc 

Long-term Bonds 

In July 2008, Vedanta issued $500.0 million, 8.75% bonds due January 2014, and $750.0 million, 9.50% 
bonds due July 2018 in the United States of America (‘USA’) pursuant to Rule 144A of US Securities Act 
of 1933 (‘Securities Act’) and outside of the USA in Compliance with Regulation S pursuant to the 
Securities Act. The bonds are unsecured and are currently rated BB by Standard & Poor’s, Ba2 by 
Moody’s and BB+ by Fitch Ratings Limited. 

Syndicated Bridge Term Loan  

In April 2008, the Group refinanced the short term syndicated bridge loan facility of $1,100.0 million 
taken out to acquire Sesa Goa. The new facility is for $1,000 million, fully drawn down at 31 March 
2011, which bears interest at LIBOR plus 296 basis points. $250.0 million is repayable in April 2012 and 
the remaining $750 million is repayable in January 2013. The facility has been guaranteed by Vedanta 
and is subject to a pledge of the Group’s shares in Sesa Goa Limited through its holding in Richter and 
Westglobe Limited. 
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Term Loan 

In January 2010, the Group obtained a loan from Bank of Tokyo- Mitsubishi UFJ for $373 million 
repayable in July 2011 and bears interest at USD LIBOR plus 425 basis points. 

In December 2010, the Group obtained a loan from ICICI Bank for $ 180 million repayable $90 million 
in December 2014 and the balance $90 million in December 2015 and bears interest rate 3 month GBP 
LIBOR plus 385 basis point.  

In January 2011, the Group obtained a loan from ICICI Bank for $ 150 million repayable $75 million in 
January 2016 and the balance $75 million in January 2017 and bears interest rate 3 month USD LIBOR 
plus 389 basis point.    

Non-equity non-controlling interests 

As at 31 March 2011, non equity non-controlling interests remain of $11.9 million, being deferred shares 
in KCM held by ZCM. The deferred shares have no voting rights or rights to KCM’s dividends, but are 
entitled on a winding up to a return of upto $0.99 per share once all of KCM’s ordinary shares have 
received a distribution equal to their par value and any share premium created on their issue and 
which remains distributable to them. 

The deferred shares are held at historic cost, being the fair value attributed to them at the time of initial 
acquisition of KCM in the year ended 31 March 2005. They are classified as non-current liabilities as 
they are repayable only on the winding up of the company, for an amount different than the pro rata 
share of net assets upon liquidation. The shares have been valued at $0.99 per share, which is the 
maximum amount payable to the deferred shareholders. These deferred shares have not been 
discounted as the effect would not be material. 
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26. Trade and other payables  

(a) Current trade payables 

 $ million 
As at 

31 March 2011 
As at 

31 March 2010 
Trade payables 1,969.0 1,390.1 
Bills of exchange payable 816.6 771.7 
Accruals and deferred income 272.5 72.7 
Other trade payables 349.4 324.7 
  3,407.5 2,559.2 

Trade payables are non-interest bearing and are normally settled on 60 to 90-day terms. Bills of 
exchange are interest-bearing and are normally payable within 180 days.  The fair value of trade and 
other payables is not materially different from the carrying values presented. 

Bills of exchange payable comprise of credit availed from financial institutions for direct payment to 
suppliers for raw materials purchased. The arrangements are interest bearing and are normally payable 
within 180 days, 

(b) Non-current trade payables 

 $ million 
As at 

31 March 2011 
As at 

31 March 2010 
Other trade payables 148.1 306.4 
 148.1 306.4 

Other trade payables primarily comprise the amounts withheld as retentions, payable to suppliers of 
capital projects after satisfactory completion of contractual commissioning period, which are generally 
payable after a year. 

27. Convertible bonds 
 
$ million 

Year ended  
31 March 2011 

Year ended  
31 March 2010  

A. VRJL 968.2 931.3 
B. VRJL II 651.8 881.1 
C. FCCB- SIIL & Sesa 651.5 965.4 
 2,271.5 2,777.8 

A. Vedanta Resource Jersey Limited (“VRJL”) issued 5.5% $1,250 million guaranteed convertible bonds 
on 13 July 2009. The bonds are first convertible into exchangeable redeemable preference shares to be 
issued by VRJL, which will then be automatically exchanged for ordinary shares of Vedanta Resources 
plc. The bondholders have the option to convert at any time from 24 August 2009 to 6 July 2016. The 
loan notes are convertible at US$ 36.48 per share at an average rate of GBP: USD of 1.6386 

If the notes have not been converted, they will be redeemed at the option of the Company at any time 
on or after 28 July 2012 subject to certain conditions, or be redeemed at the option of the bondholders 
on or after 13 July 2014. 
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The net proceeds of the convertible issue have been split between the liability element and equity 
component, representing the fair value of the embedded option to convert the liability into equity of the 
Company, as follows: 

$ million 
Year ended  

31 March 2011  
Year ended  

31 March 2010  
Opening liability 931.3 1,234.8 
Equity Component  - (327.9) 
Imputed Liability on issue date -- 906.9 
Unwinding of Effective Interest Rate  105.8 73.7 
Coupon interest paid/ accrued (68.9) (49.3) 
Closing liability 968.2 931.3 

The interest charged for the year is calculated by applying an effective interest rate of 11.4% (March 
2010: 11.2%).  

The fair value of the convertible bond as at 31 March 2011 is $ 1,304.9 million.  

B. Vedanta Resource Jersey II Limited (“VRJL - II”) issued 4.0 % $883 million guaranteed convertible 
bonds on 30 March 2010. The bonds are first convertible into exchangeable redeemable preference 
shares to be issued by VRJL-II, which will then be automatically exchanged for ordinary shares of 
Vedanta Resources plc. The bondholders have the option to convert at any time from 10 May 2010 to 23 
March 2017. The loan notes are convertible at US$51.9251 per share at an average rate of USD: GBP of 
1.4965. 

If the notes have not been converted, they will be redeemed at the option of the Company at any time 
on or after 14 April 2013 subject to certain conditions, or be redeemed at the option of the bondholders 
on or after 29 April 2013 to 30 March 2015. 

At the inception the net proceeds of the convertible issue was split between the liability element and a 
derivative component, representing the fair value of the embedded option to convert the liability into 
equity of the Company. The latter was not been recorded within equity due to the existence of partial 
cash settlement terms within the bond which prevent the adoption of compound financial instrument 
accounting. During the period $ 44.8 million was debited to the value of the derivative liability with a 
corresponding credit taken to the income statement. This represents the movement in the fair value of 
the embedded option to convert to equity from the 1 April 2010 to 28 July 2010, the date of removal of 
cash settlement option. $211.6 million calculated as the fair value of the conversion option was 
reclassified to the convertible bond reserve at that date representing the value attributable to the right 
to convert the liability into equity of the Company. 

 $ million 
Year ended  

31 March 2011  
Year ended  

31 March 2010  

Opening liability 881.1 875.8 

Equity Component  (211.6)  
Effective interest cost  62.4  0.2 
Coupon Interest paid/accrued (35.3) ( 0.1) 
(Decrease) / Increase in Fair Value of derivative component (44.8) 5.2 

Closing Liability  651.8 881.1 

The interest charged for the year is calculated by applying an effective interest rate of 9.3 % (2010: 6.93 
%).  

The fair value of the convertible bond as at 31 March 2011 was $ 907.6 million.  
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C. Sterlite Industries (India) Limited (“SIIL”) issued 4% $500 million convertible senior notes 
(denominated in US Dollars) on 29 October 2009 which are due on 30 October 2014. The bonds are 
convertible into American Depository Share (“ADS”) to be issued by SIIL. The bondholders have the 
option to convert at any time before 29 October 2014 at a conversion ratio of 42.8688 for every $1000 of 
principal which is equal to a conversion price of USD 23.33 per ADS. SIIL has the option (subject to the 
terms of the bond) to redeem the convertible bond at any time after 4 November 2012. 

Sesa Goa Limited (“Sesa”) issued 5% $500 million convertible bonds (denominated in US Dollars) on 30 
October 2009 and due 31 October 2014. The bonds are convertible into ordinary shares of Sesa. The 
bondholders have the option to convert at any time after 10 December 2009 and before 24 October 2014 
at a conversion ratio of 13837.6384 for every $100,000 principal. Sesa has the option (subject to certain 
conditions) to redeem the convertible bond at any time after 30 October 2012 

As the functional currency of SIIL and Sesa is INR, the conversion of the convertible bonds (which are 
denominated in US Dollars) would not result in the settlement and exchange of a fixed amount of cash 
in INR terms, for a fixed number of SIIL’s and Sesa’s shares respectively. Accordingly, the convertible 
bond must be separated into two component elements: a derivative component consisting of the 
conversion option (carried at fair value) and a liability component consisting of the debt element of the 
bonds. Further details of the accounting for such instruments are provided in the Group accounting 
policies (note 2a). 

The following table shows the movements in the SIIL and Sesa bonds during the year on an aggregated 
basis: 

 $ million 
Year ended  

31 March 2011  
Year ended  

31 March 2010  

Opening Liability 965.4 991.8 

Effective interest cost  71.6  39.4 
Coupon Interest Paid (34.4) (19.3) 
Conversion of bonds into equity of subsidiaries (207.7) (76.0) 
Increase / (decrease) in Fair Value of derivative component (143.4) 29.5 
Closing Liability (including derivative component of $ 126.2      million, 
March 2010: $ 386.8 million ) 651.5  965.4 

The interest charged for the year is calculated by applying an effective interest rate of 9.9% (March 
2010: 12.7%) for SIIL convertible notes and 10.1 % (March 2010: 23.4%) for Sesa convertible notes.  

The fair value of the convertible bonds as at 31 March 2011 was $ 751.6 million (March 2010: 1,114 
million). 
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28. Financial instruments 

The accounting classification of each category of financial instruments, and their carrying amounts, are 
set out below: 

$ million 
As at 

31 March 2011 
As at 

31 March 2010 

Financial assets   
At fair value through profit or loss   
- Held for trading  6,865.4  6,849.4 
- Other financial assets (derivatives)  140.3  54.1 

Cash and cash equivalents 
 911.6  

390.0 
Loan and receivables   
- Trade and other receivables  1,328.6  867.7 
- Other non-current assets  24.6  18.3 
Available for sale investments   
- Financial asset investments held at fair value 265.2 178.7 
- Financial asset investments held at cost 39.0 22.4 

Total 9,574.7 8,380.6 

Financial liabilities   
At fair value through profit or loss   
- Other financial liabilities (derivatives) (103.5) (83.2) 
Designated into fair value hedge   
- Borrowings1 (126.2) (643.0) 
Financial liabilities at amortised cost   
- Trade and other payables (3,555.6) (2,865.6) 
- Borrowings2 (9,626.3) (7,530.6) 
Total (13,411.6) (11,122.4) 

1 includes embedded derivative liability portion of convertible bonds $126.2 million (2010: $ 643.1 million) 
  includes amortised cost liability portion of convertible bonds $ 2,145.3 million (2010: $ 2,134.6 million) 

IFRS 7 requires additional information regarding the methodologies employed to measure the fair 
value of financial instruments which are recognised or disclosed in the accounts. These methodologies 
are categorised per the standard as: 

Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets 
for identical assets or liabilities.  

Level 2 fair value measurements are those derived from inputs other than quoted prices that are 
observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); 
and 

Level 3 fair value measurements are those derived from valuation techniques that include inputs for 
the asset or liability that are not based on observable market data (unobservable inputs). 
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The below table summarises the categories of financial assets and liabilities measured at fair value: 

$ million  

As at 
31 March 2011 

  Level 1 Level 2 

Financial assets     

At fair value through profit or loss     
- Held for trading 6,865.4 - 
- Other financial assets (derivatives) - 140.3 
Available for sale investments -  
- Financial asset investments held at fair value 265.2 - 

Total 7,130.6 140.3 

    

Financial liabilities   

At fair value through profit or loss   

- Other financial liabilities (derivatives) - (103.5) 
Designated into fair value hedge   

- Borrowings - (126.2) 

Total - (229.7) 

There were no transfers between Level 1 and Level 2 during the year. No financial assets or liabilities 
were measured by Level 3 Fair Value Measurement. 

The fair value of borrowings is $10,011.2 million (2010: $8,379.4 million). For all other financial 
instruments, the carrying amount is either the fair value, or approximates the fair value. 

The fair value of financial asset investments represents the market value of the quoted investments and 
other traded instruments. For other financials assets the carrying value is considered to approximate 
fair value. 

The fair value of financial liabilities is the market value of the traded instruments, where applicable. 
Otherwise fair value is calculated using a discounted cash flow model with market assumptions, unless 
the carrying value is considered to approximate fair value. 

The fair value of the embedded derivative liability of convertible bond has been calculated using the 
binomial and Black Scholes models with market assumptions. 

Derivatives instruments and risk management 

The Group’s businesses are subject to several risks and uncertainties including financial risks.   

The Group’s documented risk management policies act as an effective tool in mitigating the various 
financial risks to which the businesses are exposed to in the course of their daily operations. The risk 
management policies cover areas such as liquidity risk, commodity price risk, foreign exchange risk, 
interest rate risk, credit risk and capital management. 
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Risks are identified through a formal risk management programme with active involvement of senior 
management personnel and business managers at both the corporate and individual subsidiary level. 
Each operating subsidiary in the Group has in place risk management processes which are in line with 
the Group’s policy. Each significant risk has a designated ‘owner’ within the Group at an appropriate 
senior level.  The potential financial impact of the risk and its likelihood of a negative outcome are 
regularly updated. The risk management process is coordinated by the Management Assurance 
function and is regularly reviewed by the Group’s Audit Committee. Key business decisions are 
discussed at the monthly meetings of the Executive Committee. The overall internal control 
environment and risk management programme including financial risk management is reviewed by 
the Audit Committee on behalf of the Board. 

Treasury management 

Treasury management focuses on capital protection, liquidity maintenance and yield maximisation. 
The treasury policies are approved by the Board and adherence to these policies is strictly monitored at 
the Executive Committee meetings. Day-to-day treasury operations of the subsidiary companies are 
managed by their respective finance teams within the framework of the overall Group treasury policies. 
Long term fund raising including strategic treasury initiatives are handled by a central team while 
short-term funding for routine working capital requirements is delegated to subsidiary companies. A 
monthly reporting system exists to inform senior management of investments, debt, currency, 
commodity and interest rate derivatives. The Group has a strong system of internal control which 
enables effective monitoring of adherence to Group policies. The internal control measures are 
effectively supplemented by regular internal audits.   

The Group uses derivative instruments as part of its management of exposure to fluctuations in foreign 
currency exchange rates, interest rates and commodity prices. The Group does not acquire or issue 
derivative financial instruments for trading or speculative purposes. The Group does not enter into 
complex derivative transactions to manage the treasury and commodity risks. Both treasury and 
commodities derivative transactions are normally in the form of forward contracts and interest rate and 
currency swaps and these are subject to the Group guidelines and policies.  Interest rate swaps are 
taken to achieve a balance between fixed and floating rates (as described below under “Interest risk”) 
and currency swaps are taken primarily to convert the Group’s exposure to non-US dollar currencies to 
US dollar currencies.    

Commodity risk 

The Group is exposed to the movement of base metal commodity prices on the London Metal 
Exchange. Any decline in the prices of the base metals that the Group produces and sells will have an 
immediate and direct impact on the profitability of the businesses. As a general policy, the Group aims 
to sell the products at prevailing market prices. As much as possible, the Group tries to mitigate price 
risk through favourable contractual terms. The Group undertakes hedging activity in commodities to a 
limited degree. Hedging is used primarily as a risk management tool and, in some cases, to secure 
future cash flows in cases of high volatility by entering in to forward contracts or similar instruments. 
The hedging activities are subject to strict limits set out by the Board and to a strictly defined internal 
control and monitoring mechanism. Decisions relating to hedging of commodities are taken at the 
Executive Committee level and with clearly laid down guidelines for their implementation by the 
subsidiaries.   

Whilst the Group aims to achieve average LME prices for a month or a year, average realised prices 
may not necessarily reflect the LME price movements because of a variety of reasons such as uneven 
sales during the year and timing of shipments.   
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Copper 

The Group’s custom smelting copper operations at Tuticorin is benefited by a natural hedge except to 
the extent of a possible mismatch in quotational periods between the purchase of concentrate and the 
sale of finished copper. The Group’s policy on custom smelting is to generate margins from TCRCs, 
minimising conversion cost, generating a premium over LME on sale of finished copper, sale of by-
products and from achieving import parity on domestic sales. Hence, mismatches in quotational 
periods are actively managed to ensure that the gains or losses are minimised. The Group hedges this 
variability of LME prices and tries to make the LME price a pass-through cost between purchases of 
copper concentrate and sales of finished products, both of which are linked to the LME price. The 
Company also benefits from the difference between the amounts paid for quantities of copper content 
received and recovered in the manufacturing process, also known as `free copper’. The Group hedges 
on a selective basis the free copper and revenue from variable margins on the purchases of copper 
concentrates by entering into future contracts.   

The Group’s Australian mines in Tasmania supply approximately 7% to 8% of the requirement of the 
custom copper smelter at Tuticorin. Hence, TCRCs are a major source of income for the Indian copper 
smelting operations. Fluctuations in TCRCs are influenced by factors including demand and supply 
conditions prevailing in the market for mine output. The Group’s copper business has a strategy of 
securing a majority of its concentrate feed requirement under long-term contracts with mines.   

KCM is largely an integrated copper producer and hence the strategy to protect the company from 
price fluctuations in copper is to focus on controlling KCM’s costs.    

For the mining assets in Australia and Zambia, part of the production may be hedged to secure cash 
flows on a selective basis.  

Aluminium 

The requirement of the primary raw material, alumina, is partly met from own sources and the rest is 
purchased primarily on negotiated price terms.  Sales prices are linked to the LME prices. At present 
the Group does not hedge any aluminium production.  

Zinc and lead 

The sales prices are linked to the LME prices. The Group has some long term volume contracts with 
some customers where the prices are linked to prevailing LME prices at the time of shipment. The 
Group hedged part of the exports from India through forward contracts or other instruments.   

Iron ore 

The Group sells some portion of its iron ore production on quarterly price contracts and the balance on 
the basis of prevailing market prices.   

Provisionally priced financial instruments 

On 31 March 2011, the value of net financial liabilities linked to commodities (excluding derivatives) 
accounted for on provisional prices was a liability of $411.8 million (2010: liability of $274.8 million). 
These instruments are subject to price movements at the time of final settlement and the final price of 
these instruments will be determined in the financial year beginning 1 April 2011.   

Set out below is the impact of 10% increase in LME prices on profit for the year and total equity as a 
result of changes in value of the Group’s commodity financial instruments as at 31 March 2011: 
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Commodity price sensitivity 

Closing LME as at  
31 March 2011 

Effect on profit of a 
10% increase in the 

LME 
31 March  2011 

Effect on total equity 
of a 10% increase in the  

LME 
31 March 2011 

$ ($ million) ($ million) 
Copper 9,400 4.6 4.6 
Zinc 2,319 4.5 4.5 
Lead 2,720 3.4 3.4 

 

The above sensitivities are based on volumes, costs, exchange rates and other variables and provide the 
estimated impact of a change in LME prices on profit and equity assuming that all other variables 
remain constant.  

Further, the impact of a 10% increase in closing copper LME for provisionally priced copper 
concentrate purchase at Sterlite custom smelting operations is $37.3 million (2010: $25.5 million), which 
is pass through in nature and as such will not have any impact on the profitability.   

Financial risk and sensitivities 

The Group’s Board approved financial risk policies comprise liquidity, currency, interest rate and 
counterparty risk. The Group does not engage in speculative treasury activity but seeks to manage risk 
and optimise interest and commodity pricing through proven financial instruments. 

(a) Liquidity 

The Group requires funds both for short-term operational needs as well as for long-term investment 
programmes mainly in growth projects. The Group generates sufficient cash flows from the current 
operations which together with the available cash and cash equivalents and liquid financial asset 
investments provide liquidity both in the short term as well as in the long term. Anticipated future cash 
flows and undrawn committed facilities of $9,407.6 million (including $6,000 million for Cairn 
Acquisition), together with cash and liquid investments of $7,777.0 million as at 31 March 2011, are 
expected to be sufficient to meet the ongoing capital investment programme and liquidity requirement 
of the Group in the near future. 

The Group has a strong balance sheet that gives sufficient headroom to raise further debt should the 
need arise. The Group’s current ratings from Standard & Poor’s, Moody’s & Fitch Ratings are BB and 
Ba1 respectively (2010:  BB and Ba1 respectively).   These ratings support the necessary financial 
leverage and access to debt or equity markets at competitive terms.  The Group generally maintains a 
healthy net debt-equity ratio and retains flexibility in the financing structure to alter the ratio when the 
need arises. 

The maturity profile of the Group’s financial liabilities based on the remaining period from the balance 
sheet date to the contractual maturity date is given in the table below.  The figures reflect the 
contractual undiscounted cash obligation of the Group (excludes interest) 

 
Closing LME as at  

31 March 2010 

Effect on profit of a 
10% increase in the 

LME 
31 March  2010 

Effect on total equity 
of a 10% increase in the  

LME 
31 March 2010 

 
Commodity price sensitivity 

$ 
($ million) ($ million) 

Copper 7,830 (6.1) (6.1) 
Zinc 2,360 0.3 0.3 
Lead 2,120 0.1 0.1 
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At 31 March 2011 

(In $ million) 

At 31 March 2010 

(In $ million) 
Payment due by period < 1 year 1-2 years 2-5 years > 5 years Total 
Trade and other payables 2,559.2 306.4 - - 2,865.6 
Bank and other borrowings 1,012.6 759.7 2,669.9 953.6 5,395.8 
Convertible bonds - - 924.5 2,133.0 3,057.5 
Derivative liabilities 38.5 - 44.7 - 83.2 
Total 3,610.3 1,066.1 3,639.1 3,086.6 11,402.1 

At 31 March 2011, the Group had access to funding facilities of $19,160.1 million of which $9,407.6 
million was not yet drawn, as set out below. 

$ million 
Funding facilities Total facility Drawn Undrawn 
Less than 1 year *  10,946.8   3,045.1   7,901.7  
1-2 years  3,336.3   1,914.2   1,422.1  
2-5 years and above  4,877.0   4,793.2   83.8  
Total  19,160.1   9,752.5   9,407.6  

* Includes $6,000.0 million, which the group has secured as the acquisition facility for the proposed 
Cairn India acquisition in respect of which all conditions precedent had been met. This is repayable 
between 1 to 5 years in different tranches. 

At 31st March 2010, the Group had access to funding facilities of $11,378.4 million of which $3,204.8 
million was not yet drawn, as set out below. 

$ million 
Funding facilities  Total facility Drawn Undrawn 
Less than 1 year 2,843.9 996.2  1,847.7 
1-2 years 516.9 516.9 - 
2-5 years and above 8,017.6 6,660.5 1,357.1 
Total 11,378.4 8,173.6 3,204.8 

(b) Foreign currency 

The Group’s presentation currency is the US dollar. The majority of the assets are located in India and 
the Indian Rupee is the functional currency for the Indian operating subsidiaries.    

Foreign currency exposures are managed through the Group-wide hedging policy, which is reviewed 
periodically to ensure that the risk from fluctuating currency exchange rates is appropriately managed. 
Natural hedges available in the business are identified at each entity level and hedges are placed only 
for the net exposure. Short-term net exposures are hedged progressively based on their maturity. A 
more conservative approach has been adopted for project expenditures to avoid budget overruns. 
Longer term exposures are unhedged.  Stop losses and take profit triggers are implemented to protect 
entities from adverse market movements at the same time enabling them to encash in favourable 
market opportunities. Vedanta has hedged some of its US dollar borrowings into other foreign 
currency borrowings by entering into cross-currency swaps.  

Payment due by period < 1 year 1-2 years 2-5 years > 5 years Total 
Trade and other payables  3,407.5   148.1   -    -    3,555.6  
Bank and other borrowings  3,045.1   1,914.2   1,324.4   1,197.3   7,481.0  
Convertible bonds  -    -    651.5   1,620.0   2,271.5  
Derivative liabilities  9.3   -    94.2   -    103.5  
Total  6,461.9   2,062.3   2,070.1   2,817.3   13,411.6  
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The carrying amount of the Group’s financial assets and liabilities in different currencies are as follows: 

 At 31 March 2011 At 31 March 2010 

$ million Financial  
assets 

Financial 
liabilities 

Financial  
assets 

Financial 
liabilities 

USD  884.6   8,849.2  1,618.9 9,314.0 
INR  7,959.4   4,260.9  6,508.4 1,690.6 
Kwacha  44.4   27.5  59.2 22.8 
JPY  93.5   8.7  - (1.0) 
AUD  5.6   23.1  15.7 14.3 
CAD  249.2   -   169.0 - 
EURO  134.9   116.4  0.9 71.0 
ZAR  62.3   63.5  - - 
NAD  129.3   45.7  - - 
Others  11.5   16.6  8.5 10.7 
Total  9,574.7   13,411.6  8,380.6 11,122.4 

The Group’s exposure to foreign currency arises where a Group company holds monetary assets and 
liabilities denominated in a currency different to the functional currency of that entity with US dollar 
being the major foreign currency exposure of the Group’s main operating subsidiaries. Set out below is 
the impact of a 10% change in the US dollar on profit and equity arising as a result of the revaluation of 
the Group’s foreign currency financial instruments: 

$ million 

31 March 2011 
Closing  

exchange rate 
Effect of  

10% strengthening 
 of US dollar on  

net earnings 

Effect of  
10% strengthening 

 of US dollar on  
total equity 

INR 44.65  (167.7)  (190.3) 
Australian dollar 0.9680  0.9   0.9  
Kwacha 4,770  1.5   1.5  

 

$ million 

                                31 March 2010 

Closing  
exchange rate 

Effect of  
10% strengthening 

 of US dollar on  
net earnings 

Effect of  
10% strengthening 

 of US dollar on  
total equity 

INR 45.14 (131.5) (193.9) 
Australian dollar 1.0922 1.4 1.4 
Kwacha 4,820 3.3 3.3 

The sensitivities are based on financial assets and liabilities held at 31 March 2011 where balances are 
not denominated in the functional currency of the respective subsidiaries.  The sensitivities do not take 
into account the Group’s sales and costs and the results of the sensitivities could change due to other 
factors such as changes in the value of financial assets and liabilities as a result of non-foreign exchange 
influenced factors.  

 (c) Interest risk 

At 31 March 2011, the Group’s net debt of $1,970.3 million (2010: $947.1 million net debt) comprises of 
cash, cash equivalents and liquid investments of $7,777.0 million (2010: $7,239.4 million) offset by debt 
of $9,752.5 million (2010: $8,186.5 million).  
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The Group is exposed to interest rate risk on short-term and long-term floating rate instruments and on 
the refinancing of fixed rate debt. The Group’s policy is to maintain a balance of fixed and floating 
interest rate borrowings and the proportion of fixed and floating rate debt is determined by current 
market interest rates. As at 31 March 2011, 59.3% (2010: 57.7%) of the total debt was at a fixed rate and 
the balance was at a floating rate. The floating rate debt is largely linked to US dollar LIBOR.  The 
Group also aims to minimise its average interest rates on borrowings by opting for a higher proportion 
of long-term debt to fund growth projects. The Group invests cash and liquid investments in short-term 
deposits and debt mutual funds, some of which generate a tax-free return, to achieve the Group’s goal 
of maintaining liquidity, carrying manageable risk and achieving satisfactory returns. 

Floating rate financial assets are largely mutual fund investments which have debt securities as 
underlying asset. The returns from these financial assets are linked to market interest rate movements; 
however the counterparty invests in the agreed securities with known maturity tenure and return and 
hence has manageable risk. 

The exposure of the Group’s financial assets to interest rate risk is as follows: 

 

The exposure of the Group’s financial liabilities to interest rate risk is as follows: 

 

                             At 31 March 2011                            At 31 March 2010 

 Floating  
rate  

financial 
liabilities 

Fixed  
rate financial 

liabilities 

Non-interest 
bearing  

financial  
liabilities 

Floating  
rate  

financial 
liabilities 

Fixed  
rate 

financial 
liabilities 

Non-interest 
bearing  

financial  
liabilities 

Financial 
liabilities 

 3,820.6   6,363.4   3,124.1  4,339.6 4,890.2 1,809.4 

Derivative 
liabilities 

 -    -    103.5  - - 83.2 

Total  
financial 
liabilities 

 3,820.6   6,363.4   3,227.6  4,339.6 4,890.2 1,892.6 

The weighted average interest rate on the fixed rate financial liabilities is 7.4% (2010: 6.7%) and the 
weighted average period for which the rate is fixed is 3.4 years (2010: 5.6 years).   

Considering the net debt position as at 31 March 2011 and the investment in bank deposits and debt 
mutual funds, any increase in interest rates would result in a net loss and any decrease in interest rates 
would result in a net gain. The sensitivity analyses below have been determined based on the exposure 
to interest rates for both derivative and non-derivative instruments at the balance sheet date.   

The below table illustrates the impact of a 0.5% to 2.0% decrease in interest rate of borrowings on profit 
and equity and represents management’s assessment of the possible change in interest rates. 

 At 31 March 2011 At 31 March 2010 

  Floating 
rate 

financial 
assets  

 Fixed  
rate 

financial 
assets  

 Equity 
Investments  

 Non-
interest 
bearing 

financial 
assets  

 Floating 
rate 

financial 
assets  

 Fixed  
rate  

financial 
assets  

 Equity 
Investments  

 Non-
interest 
bearing 

financial 
assets  

Financial 
assets 

 5,091.9   2,362.4   278.2   1,701.9  5,783.7 1,235.2 201.2 1,106.4 

Derivative 
assets 

 -    -    -    140.3  - - - 54.1 

Total 
financial 
assets  

 5,091.9   2,362.4   278.2   1,842.2  5,783.7 1,235.2 201.2 1,160.5 
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At 31 March 2011 

Decrease in interest  
Rates 

Effect on net earnings 
(in $ million) 

Effect on total equity 
(in $ million) 

US dollar interest rate US dollar interest rate 
0.5%  12.7   12.7  
1.0%  25.3   25.3  
2.0%  50.7  50.7 

At 31 March 2010 
Decrease in interest  
Rates 

Effect on net earnings 
(in $ million) 

Effect on total equity 
(in $ million) 

US dollar interest rate US dollar interest rate 
0.5% 10.9 10.9 
1.0% 21.7 21.7 
2.0% 43.4 43.4 

(d) Credit risk 

The Group is exposed to credit risk from trade receivables, liquid investments and other financial 
instruments.   

The Group has clearly defined policies to mitigate counterparty risks. Cash and liquid investments are 
held primarily in mutual funds and banks with good credit ratings. Defined limits are in place for 
exposure to individual counterparties in case of mutual fund houses and banks.   

The large majority of receivables due from third parties are secured. Moreover, given the diverse nature 
of our businesses trade receivables are spread over a number of customers with no significant 
concentration of credit risk.   No single customer accounted for 10% or more of the Group’s net sales or 
for any of the Group’s primary businesses during the year ended 31 March 2011 and in the previous 
year. The history of trade receivables shows a negligible provision for bad and doubtful debts.  
Therefore, the Group does not expect any material risk on account of non-performance by any of our 
counterparties.   

The Group’s maximum exposure to credit risk at 31 March 2011 is $9,574.7 million (2010: $8,380.6 
million).   

Of the year end trade and other receivable balance the following were past due but not impaired as at 
31 March 2011 

 

$ million 2011 2010 
Less than 1 month  14.2  200.2 
Between 1 - 3 months  6.1  68.2 
Between 3 - 12 months  8.7  31.3 
Greater than 12 months  17.0  8.9 
Total  46.0  308.6 

Derivative financial instruments 

The fair value of all derivatives is separately recorded on the balance sheet within other financial assets 
(derivatives) and other financial liabilities (derivatives), current and non current. In addition, the 
derivative component of certain convertible bonds is shown as part of the overall convertible bond 
liability (see Note 27). Derivatives that are designated as hedges are classified as current or non-current 
depending on the maturity of the derivative. 
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Embedded derivatives 

Derivatives embedded in other financial instruments or other contracts are treated as separate 
derivative contracts, when their risks and characteristics are not closely related to those of their host 
contracts.  

Cash flow hedges 

The Group also enters into forward exchange and commodity price contracts for hedging highly 
probable forecast transactions and accounts for them as cash flow hedges and states them at fair value. 
Subsequent changes in fair value are recognised in equity until the hedged transactions occur, at which 
time the respective gains or losses are transferred to the income statement.  

The fair value of the Group’s open derivative positions at 31 March 2011, recorded within other 
financial assets (derivatives) and other financial liabilities (derivatives) is as follows: 

$ million 
As at 

31 March 2011 
As at 

31 March 2010 

 Liability Asset Liability Asset 
Current     
Cash flow hedges     
- Commodity contracts - - - - 
- Forward foreign currency contracts (0.2) 8.1 (10.2) 3.9 
- Interest rate swap (floating to fixed) - - - - 
Fair value hedges     
- Commodity contracts (3.3) 0.2 (0.8) - 
- Forward foreign currency contracts - 0.3 (6.3) 3.9 
-Interest rate swap - - - - 
- Others(Foreign Currency Swap) - - (12.1) - 
Non Qualifying hedges     
- Commodity contracts (5.0) 3.1 (1.0) 2.6 
- Forward foreign currency contracts (0.8) 29.2 (8.1) - 
Total (9.3) 40.9 (38.5) 10.4 
Non-current     
Fair value hedges     
- Forward foreign currency contracts - - - - 
- Interest rate swap - - - - 
- Others(Foreign Currency Swap) (94.2) 99.4 (44.7) 43.7 
 Total  (94.2) 99.4 (44.7) 43.7 
Grand Total (103.5) 140.3 (83.2) 54.1 

The majority of cash flow hedges taken out by the Group during the year comprise forward foreign 
currency contracts for firm future commitments. 

Non-qualifying hedges 

The majority of these derivatives comprise copper sale and purchase contracts at Sterlite custom 
smelting operations which are economic hedges but which do not fulfil the requirements for hedge 
accounting of IAS 39 Financial Instruments: Recognition and Measurement. 

Fair value hedges 

The fair value hedges relate to forward covers taken to hedge currency exposure on purchase of raw 
materials & capital imports. 
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Hedging reserves reconciliation 

 $ million Hedging reserves 
Non-controlling 

interests * Total 
At 1 April 2009 (39.6) (1.3) (40.9) 
Amount recognised directly in equity 40.7 6.1 46.8 
Amount charged to income statement 28.4 9.2 37.6 
Exchange difference (1.7) 0.9 (0.8) 
At 1 April 2010 27.8 14.9 42.7 
Amount recognised directly in equity 7.7 (3.9) 3.7 
Amount charged to income statement 2.3 (3.3) (1.1) 
Exchange difference 0.4 0.0 0.4 
At 31 March 2011 38.2 7.7 45.7 

29. Provisions 

$ million 

Restoration, 
rehabilitation 

and 
environmental 

KCM   Copper 
Price 

Participation Other Total 
At 1 April 2009 37.0 115.7 19.7 172.4 
(Credited)/charged to income statement (14.9) 13.7 (4.9) (6.1) 
Unwinding of discount 0.2 3.9 0.2 4.3 
Cash paid 0.6 (7.9) 0.5 (6.8) 
Exchange differences 2.4  2.3 4.7 
At 1 April 2010 25.3 125.4 17.8 168.5 
Acquisition 121.2 - 19.3 140.5 
(Credited)/charged to income statement 2.2 (0.9) 1.1 2.4 
Unwinding of discount 0.7 6.6 0.7 7.9 
Cash paid 0.1 - 3.9 4.0 
Exchange differences 0.9 - - 0.9 
At 31 March 2011 150.4 131.1 42.8 324.3 
Current 2011 - - 22.8 22.8 
Non-current 2011 150.4 131.1 20.0 301.5 
 150.4 131.1 42.8 324.3 
Current 2010 - - 0.9 0.9 
Non-current 2010 25.3 125.4 16.9 167.6 

  
25.3 125.4 17.8 168.5 

Restoration, rehabilitation and environmental 

The provisions for restoration, rehabilitation and environmental liabilities represent the Directors’ best 
estimate of the costs which will be incurred in the future to meet the Group’s obligations under existing 
Indian, Australian,Zambian, Namibian, South African and Irish law and the terms of the Group’s 
mining and other licences and contractual arrangements. These amounts become payable on closure of 
mines and are expected to be incurred over a period of 3 to 20 years. 

KCM Copper Price Participation 

KCM Copper Price Participation relates to provision in respect of a price participation agreement in 
Zambia which requires KCM to pay ZCCM an agreed annual sum when copper price exceeds specified 
levels and specific triggers. The timing of the outflow is dependent on future copper prices as well as 
dividends paid. 
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Other 

Other includes provision on post retirement medical benefits and insurance claim receivables. 

30. Deferred tax 

The Group has accrued significant amounts of deferred tax. The majority of the deferred tax liability 
represents accelerated tax relief for the depreciation of capital expenditure and the depreciation on 
mining reserves created on acquisitions, net of losses carried forward by KCM   

The amounts of deferred taxation on temporary differences, provided and not provided, in the 
accounts are as follows: 

Provided – liabilities/ (assets) 

 $ million 
As at 

31 March 2011 
As at 

31 March 2010 
Accelerated capital allowances 1,773.9 1,639.0 
Unutilised tax losses (377.3) (406.9) 
Other temporary differences (66.7) (31.7) 
 1,329.9 1,200.4 
Recognised as:   
Deferred tax liability provided 1,348.1 1,209.3 
Deferred tax asset recognised (18.2) (8.9) 
 1,329.9 1,200.4 

Unrecognised deferred tax assets 

$ million 
As at 

31 March 2011 
As at 

31 March 2010 
Unutilised tax losses  (252.0)  (128.4) 

The above relates to the tax effect of $ 356.9  million (2010: 190.2 million) of unutilised tax losses of the 
Company and VRHL which have no expiry period and $ 490.8 million  (2010: 223.5 million) of 
unutilised tax losses and capital allowances for VAL. No benefit has been recognised for these items on 
the grounds that their successful application against future profits is not probable in foreseeable future. 

Deferred tax asset 

$ million 
As at 

31 March 2011 
As at 

31 March 2010 
At 1 April  8.9 11.2 
Credited / (Charged)  to income statement 17.3 (2.2) 
Charged directly to equity (8.3) - 
Foreign exchange differences 0.3 (0.1) 
At 31 March  18.2 8.9 

The Group has $ 1,234.9 million of unutilised tax losses at KCM (2010: $1,356.3 million) which expire in 
the period 2016 to 2019 and have been offset against accelerated capital allowances at the same entity. 

Deferred tax liability 

$ million 
As at 

31 March 2011 
As at 

31 March 2010 
At 1 April 2010 1,209.3 1,010.6 
Addition due to acquisition 195.9 160.6 
Credited to  income statement (62.6) (101.2) 
Charged directly to equity 2.3 8.5 
Foreign exchange differences 14.1 124.6 
Prior year adjustments (10.9) 6.2 
At 31 March 2011 1,348.1 1,209.3 
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No deferred tax has been recognised in respect of temporary differences associated with investments in 
subsidiaries where the Group is in a position to control the timing of the reversal of the temporary 
differences and it is probable that such differences will not reverse in the foreseeable future. The 
aggregate amount of temporary differences associated with such investments in subsidiaries is 
represented by the contribution of those investments to the Group’s retained earnings and amounted to 
$3,966.1 million (2010: $3,076.6 million). 

31. Share based payments 

Employee share schemes 

The Group aims to provide superior rewards for outstanding performance and a high proportion of ‘at 
risk’ remuneration for Executive Directors. Three employee share schemes were approved by 
shareholders on Listing. The Board has no present intention to introduce any further share schemes. 

The Vedanta Resources Long-Term Incentive Plan (the ‘LTIP’)  

The LTIP is the primary arrangement under which share-based incentives are provided to the 
Executive Directors and the wider management group. The maximum value of shares that can be 
conditionally awarded to an Executive Director in a year is 100% of annual salary. In respect of Messrs 
Navin Agarwal and MS Mehta, salary means the aggregate of their salary payable by Vedanta and their 
gross salary payable by Sterlite. The maximum value of shares that can be awarded to members of the 
wider management group is calculated by reference to the base salary, share based remuneration 
already received and consistent with local market practice. 

The performance condition attaching to outstanding awards under the LTIP is that the Company’s 
performance, measured in terms of Total Shareholder Return (‘TSR’) (being the movement in a 
company’s share price plus reinvested dividends), is compared over the performance period with the 
performance of the companies as defined in the scheme from the date of grant. The extent to which an 
award vests will depend on the Company’s TSR rank against a group of peer companies (“Adapted 
Comparator Group”) at the end of the performance period. The vesting schedule is shown in the table 
below, with adjusted straight-line vesting in between the points shown and rounding down to the 
nearest whole share. 

Vedanta’s TSR Performance against Adapted Comparator Group 
 % of award vesting 
Below median - 
At median 40 
At or above upper quartile 100 

The performance condition will be measured by taking the Company’s TSR over the four weeks 
immediately preceding the date of grant and over the four weeks immediately preceding the end of the 
performance period, and comparing its performance with that of the comparator group described 
above. The information to enable this calculation to be carried out on behalf of the Remuneration 
Committee (‘the Committee’) will be provided by the Company’s advisers. The Committee considers 
that this performance condition, which requires that the Company’s total return has out-performed a 
group of companies chosen to represent the mining sector, provides a reasonable alignment of the 
interests of the Executive Directors and the wider management group with those of the shareholders. 

No awards will vest unless the Committee is satisfied that the Company’s TSR performance reasonably 
reflects the Company’s underlying financial performance. 
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Initial awards under the LTIP were granted on 26 February 2004 with further awards being made on 11 
June 2004, 23 November 2004, 1 February 2006, 1 February 2007, 14 November 2007,1 February 2009, 1 
August 2009, 1 January 2010, 1 April 2010, 1 July 2010, 1 October 2010 and 1 January 2011. The exercise 
price of the awards is 10 US cents per share and the performance period is one year for the February 
2007 awards and three years for all other awards, with no re-testing being allowed. The exercise period 
is six months from the date of vesting. Further details on the LTIP would be available in the 
Remuneration Report of the Annual Report for FY 2011. 
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The assumptions used in the calculations of the charge in respect of the LTIP awards granted during 
the year are set out below: 

  

LTIP April 
2010 

LTIP  July 
2010 

LTIP October 
2010 

LTIP January 
2011 

Date of grant 1-Apr-10 1-Jul-10 1-Oct-10 1-Jan-11 
Number of instruments 4,000 7,500 6,700 2,700 
Exercise price US $ 0.10 US $ 0.10 US $ 0.10 US $ 0.10 
Share price at the date of grant GBP 27.76 GBP 21.25 GBP 21.65 GBP 25.17 
Contractual life 3 Years 3 Years 3 Years 3 Years 
Expected volatility 70% 70% 70% 70% 
Expected option life 3.2 Years 3.2 Years 3.2 Years 3.2 Years 
Expected dividends 1.4% pa 1.4% pa 1.4% pa 1.4% pa 
Risk free interest rate 2.3% pa 2.3% pa 2.3% pa 2.3% pa 
Expected annual forfeitures  13.5% pa 13.5% pa 13.5% pa 13.5% pa 
Fair value per option granted GBP 18.925 GBP 14.487 GBP 14.760 GBP 17.160 

The Group recognised total expenses of $18.4 million and $15.6 million related to equity settled share 
based payment transactions in the year ended 31 March 2011 and 31 March 2010 respectively. 

32. Retirement benefits  

The Group operates pension schemes for the majority of its employees in India, Australia, Africa and 
Ireland. 

(a) Defined contribution schemes 

Indian pension schemes 

Central Provident Fund 

The Central Provident Fund relates to all full time Indian employees of the Group. The amount 
contributed by the Group is a designated percentage of 12% of basic salary less contributions made as 
part of the Pension Fund (see below), together with an additional contribution of 12% of salary made by 
the employee. 

The benefit is paid to the employee on their retirement or resignation from the Group. 

Superannuation 

Superannuation, another pension scheme applicable in India, is applicable only to senior executives. 
Certain companies hold policies with the Life Insurance Corporation of India (“LIC”), to which they 
contribute a fixed amount relating to superannuation, and the pension annuity is met by the LIC as 
required, taking into consideration the contributions made. Accordingly, this scheme has been 
accounted for on a defined contribution basis and contributions are charged directly to the income 
statement. 

Pension Fund 

The Pension Fund was established in 1995 and is managed by the Government. The employee makes 
no contribution to this fund but the employer makes a contribution of 8.33% of salary each month 
subject to a specified ceiling per employee. This must be provided for every permanent employee on 
the payroll. 
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At the age of superannuation, contributions cease and the individual receives a monthly payment 
based on the level of contributions through the years, and on their salary scale at the time they retire, 
subject to a maximum ceiling of salary level. The Government funds these payments, thus the Group 
has no additional liability beyond the contributions that it makes, regardless of whether the central 
fund is in surplus or deficit. 

Australian Pension Scheme 

The Group also operates defined contribution pension schemes in Australia. The contribution of a 
proportion of an employee’s salary into a superannuation fund is a compulsory legal requirement in 
Australia. The employer contributes 9% of the employee’s gross remuneration where the employee is 
covered by the industrial agreement and 12% of the basic remuneration for all other employees, into the 
employee’s fund of choice. All employees have the option to make additional voluntary contributions. 

Zambian Pension Scheme 

The KCM Pension Scheme is applicable to full time permanent employees of KCM (subject to the 
fulfilment of certain eligibility criteria). The management of the scheme is vested in the trustees 
consisting of representatives of the employer and the members. The employer makes a monthly 
contribution to the KCM Pension Scheme of an amount equal to 11% of that month’s pensionable salary 
and the member makes monthly contributions to the fund of an amount equal to 5% of that month’s 
pensionable salary.  

All contributions to the KCM Pension Scheme in respect of a member cease to be payable when the 
member attains normal retirement age of 55 years, or upon leaving the service of the employer, or when 
the member is permanently medically incapable of performing duties in the service of the employer. 
Upon such cessation of contribution on the grounds of normal retirement, or being rendered medically 
incapable of performing duties, or early voluntary retirement within five years of retirement, the 
member is entitled to receive an immediate annual pension equal to his accrued pension. The member 
is allowed to commute his/her accrued pension subject to certain rules and regulations. The trustees of 
the KCM Pension Scheme may also allow the purchase of an annuity for the benefit of members from a 
life assurance company or other providers of annuities, subject to statutory regulations.  

The Group has no additional liability beyond the contributions that it makes, regardless of whether the 
KCM Pension Scheme is in surplus or deficit. Accordingly, this scheme has been accounted for on a 
defined contribution basis and contributions are charged directly to the income statement. 

Skorpion Zinc, Namibia Provident Fund 

The Skorpion Zinc Provident Fund is a defined contribution fund and is compulsory to all full time 
employees under the age of 60. Company contribution to the fund is a fixed percentage of 8% per 
month of pensionable salary, whilst the employee contribute 7% with the option of making additional 
contributions, over and above the normal contribution, up to a maximum of 12%. 

Normal retirement age is 60 years and benefit payable is the members fund credit which is equal to all 
employer and employee contributions plus interest. The same applies when an employee resigns from 
the company. The Fund provides disability cover which is equal to the member’s fund credit and a 
death cover of 2 times annual salary in the event of death before retirement. The latest actuarial value 
was performed at 28 February 2011. At that date the Fund was credit. Current membership total is 721. 

Black Mountain (Pty) Limited, South Africa Pension & Provident Funds 

Black Mountain Mining (Pty) Ltd has two retirement funds, both administered by Alexander Forbes, a 
registered financial service provider. Both funds form part of the Alexander Forbes umbrella fund and 
are defined contribution funds.  The purpose of the funds is to provide retirement and death benefits to 
all eligible employees. 
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Lisheen Mine, Ireland Pension Funds  

Lisheen Pension Plan is for all employees. Lisheen pays 5% and employees pays 5% with the option to 
contribute AVC’s if desired. Executive contributions 15% by company and 15% by the employee with 
the option to contribute AVC’s if desired. Death benefit is three times salary for employees and  four 
times salary for executives. Pension and Life Cover ceases at 65. 

(b) Defined benefit schemes 

India 

The Gratuity schemes are defined benefit schemes which are open to all Group employees in India who 
have a minimum of five years of service with their employing company. These schemes are funded by 
the Group in some subsidiaries. Based on actuarial valuation, a provision is recognised in full for the 
projected obligation over and above the funds held in scheme. In case where there is no funding held 
by the scheme, full provision is recognised in the balance sheet. Under these schemes, benefits are 
provided based on final pensionable pay. 

The assets of the schemes are held in separate funds and a full actuarial valuation of the schemes is 
carried out on an annual basis. 

MALCO 

MALCO contributes to the LIC Fund based on an actuarial valuation every year. MALCO’s Gratuity 
scheme is accounted for on a defined benefit basis. The latest actuarial valuation was performed as at 31 
March 2011 using the projected unit credit actuarial method. At that date the fund was in deficit. 

BALCO 

At BALCO, all employees who are scheduled to retire on or before 31 March 2011 are covered by the 
LIC and remaining contributions to the LIC have been made upto 31 March 2013 and have been 
accounted for on a defined contribution basis.  The Gratuity scheme is accounted for as a defined 
benefit scheme for all employees scheduled to retire after 31 March 2013 and who are not covered by 
the LIC.  A provision is recognised based on the latest actuarial valuation which was performed as at 31 
March 2011 using the projected unit actuarial method. At that date the fund was in deficit. 

HZL 

HZL contributes to the LIC based on an actuarial valuation every year. HZL’s Gratuity scheme is 
accounted for on a defined benefit basis. The latest actuarial valuation was performed as at 31 March 
2011 using the projected unit actuarial method. At that date the fund was in deficit. 

VAL 

VAL contributes to the LIC based on an actuarial valuation. Liabilities with regard to the Gratuity 
scheme are fully provided in the Balance Sheet and are determined by actuarial valuation as at the 
balance sheet date and as per gratuity regulations for the company. The latest actuarial valuation was 
performed as at 31 March 2011 using the projected unit actuarial method. At that date the fund was in 
deficit. 

TSPL 

TSPL contributes to the LIC based on an actuarial valuation. Liabilities with regard to the Gratuity 
scheme are fully provided in the Balance Sheet and are determined by actuarial valuation as at the 
balance sheet date and as per gratuity regulations for the company. The latest actuarial valuation was 
performed as at 31 March 2011 using the projected unit actuarial method.  
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Sterlite 

Sterlite does not contribute to the LIC. Liabilities with regard to the Gratuity scheme are fully provided 
in the Balance Sheet and are determined by actuarial valuation as at the balance sheet date and as per 
gratuity regulations for the company. The latest actuarial valuation was performed as at 31 March 2011 
using the projected unit actuarial method. At that date the fund was in deficit. 

Sesa Goa 

Sesa Goa contributes to the LIC based on actuarial valuation every year. Sesa Goa’s Gratuity scheme is 
accounted for on a defined benefit basis. The latest actuarial valuation was performed as at 31 March 
2011 using the projected unit actuarial method. At that date the fund was in deficit. 

Zambia 

Specified permanent employees of KCM are entitled to receive medical and retirement severance 
benefits. This comprises two months’ basic pay for every completed year of service with an earliest 
service start date of 1 July 2004. Under this scheme, benefits are provided based on final pensionable 
pay and a full actuarial valuation of the scheme is carried out on an annual basis. The accruals are not 
contributed to any fund and are in the form of provisions in KCM’s accounts. 

On the death of an employee during service, a lump sum amount is paid to his dependants. This 
amount is equal to sixty months’ basic pay for employees who joined before 1 April 2000 and thirty 
months’ basic pay for employees who joined on or after 1 April 2000. For fixed term contract 
employees, the benefit payable on death is thirty months’ basic pay 

As at 31 March 2011, membership of pension schemes across MALCO, BALCO, HZL, VAL, Sterlite, 
Sesa and KCM stood at 28,905 employees (31 March 2010: 29,637). The deficits, principal actuarial 
assumptions and other aspects of these schemes are disclosed in further detail in notes (d) and (e) 
below. 

(c) Pension scheme costs 

Contributions of $41.2 million and $ nil million in respect of defined benefit schemes were outstanding 
and prepaid respectively as at 31 March 2011 (2010:  $36.7 million and $ nil million respectively) 

Contributions to pension schemes in the year ending 31 March 2012 are expected to be around $9.8      
million. 
 
$ million 
Pension Scheme Costs 

Year ended 
31 March 2011 

Year ended 
31 March 2010 

Defined contribution pension schemes 22.3 17.7 
Defined benefit pension schemes 29.3 20.5 
 51.6 38.2 
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(h) Movements in the fair value of scheme assets 

 $ million 
As at 

31 March 2011 
As at 

31 March 2010 
At 1 April 32.6 23.4 
Acquisition - 2.4 
Contributions received 11.5 15.5 
Benefits paid (14.7) (13.2) 
Expected return on plan asset 2.6 1.8 
Foreign exchange differences 7.3 2.7 
At 31 March 39.3 32.6 

(i) Five year history 

Defined benefit pension plan 

 $ million 
As at 

31 Mar 11 
As at 

31 Mar 10 
As at 

31 Mar 09 
As at 

31 Mar 08 

As at 
31 Mar 

07 
Experience (losses)/gains arising on  
scheme liabilities (20.4) (11.3) 7.8 1.4 2.9 
Difference between expected and actual 
return  
on plan assets - - 0.1 - (0.1) 
Fair value of pension scheme assets 39.3 32.6 23.6 26.8 17.0 
Present value of pension scheme liabilities (96.1) (69.3) (52.9) (69.3) (52.3) 
Deficits in the schemes (56.8) (36.7) (29.3) (42.5) (35.3) 

33. Share capital 

 At 31 March 2011 At 31 March 2010 
Authorised Number $ million Number $ million 
Ordinary shares of 10 US cents each 400,000,000 40.0 400,000,000 40.0 
Deferred shares of £1 each 50,000 0.0 50,000 0.0 
 400,050,000 40.0 400,050,000 40.0 

 

Ordinary shares issued and fully paid Number $ million Number $ million 
Ordinary shares of 10 US cents each 296,845,751 29.7 296,101,246 29.6 
Deferred shares of £1 each 50,000 - 50,000 - 
 296,895,751 29.7 296,151,246 29.6 

During the year ended 31 March 2011, the Company issued 738,248 shares to the employees pursuant 
to the LTIP scheme (2010: 418,532 shares). 

The holders of deferred shares do not have the right to receive notice of any general meeting of the 
Company nor the right to attend, speak or vote at any such general meeting. The deferred shares have 
no rights to dividends and, on a winding-up or other return of capital, entitle the holder only to the 
payment of the amounts paid on such shares after repayment to the holders of Ordinary Shares of the 
nominal amount paid up on the Ordinary Shares plus the payment of £100,000 per Ordinary Share. Of 
the 50,000 deferred shares, one deferred share was issued at par and has been fully paid, and 49,999 
deferred shares were each paid up as to one-quarter of their nominal value.  

During the year ended 31 March 2011, the Company continued its share buy-back programme and 
purchased 3,126,133 of its own shares (2010: 11,502,873) which are held in treasury. At 31 March 2011, 
the total number of shares held in treasury was 24,206,816 (2010: 21,080,683). 

F-181



Vedanta Resources plc Page 70 of 106 
Results For The Year Ended 31 March 2011 
 

 

34. Business Combinations  

On 3 December 2010 Vedanta Resources plc through its subsidiary THL Zinc Limited, acquired 100% 
equity of Anglo Base Namibia Holdings (Pty) Ltd which is the holding co. of the Skorpion Namibian 
assets for a total consideration of $ 706.7 million. The operating and financial results of Skorpion Zinc, 
Namibia have been consolidated effective from 3 December 2010, which was the date of acquisition.  
Skorpion Zinc, Namibia is invloved in mining and smelting of zinc. 

The fair values and business combination accounting set out in this annual report are provisional for 
the 12 month period from the date of acquisition.  

The fair value of the identifiable assets and liabilities of Skorpion Zinc, Namibia as at the date of the 
acquisition were estimated as follows: 
 
$ million 

Fair value 

Assets  
Non-current assets  
Property, plant and equipment 628.2 
Financial assets investments 3.0 
   
Current assets  
Inventories 53.3 
Trade and other receivables 3.9 
Cash and cash equivalents 119.5 
 176.7 
Liabilities  
Current liabilities   
Trade and other payables (21.7) 
Current tax liabilities (0.2) 
 (21.9) 
Non-current liabilities  
Deferred tax liabilities (30.6) 
Provisions (48.7) 
 (79.3) 
Net assets 706.7 
  
Satisfied by:  
Cash consideration paid 706.7 

Since the date of acquisition, Skorpion Zinc has contributed $112.2 million to the revenue and $18.6 
million to the net profit of the Group for the year ended March 2011. If Skorpion Zinc had been 
acquired at the beginning of the year, the revenue of the Group would have been $342.2 million higher 
and the net profit of the Group would have been $80.4 million higher. 

Acquistion costs related to Skorpion Zinc, charged to income statement is $1.93  million. 

On 4 February 2011 Vedanta Resources plc through its subsidiary THL Zinc Limited, acquired 74% 
equity of Black Mountain Mining (Pty) Ltd for a total consideration of $ 260.2 million. Shareholder’s 
loan from Anglo to Black Mountain Mines was taken over by Vedanta of amount $87.7 million.. The 
operating and financial results of Black Mountain Mines, South Africa have been consolidated effective 
from 4 February 2011, which was the date of acquisition. Black Mountain Mines, South Africa holds 
two key assets, which includes Black Mountain mine and the Gamsberg exploration project  
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The fair value of the identifiable assets and liabilities of Black Mountain Mines as at the date of the 
acquisition were provisionally estimated as follows: 
 
$ million Fair value 
Assets  
Non-current assets  
Intangibles 162.1 
Property, plant and equipment 297.5 
Financial assets investments 10.8 
 470.4 
Current assets  
Inventories 34.8 
Trade and other receivables 29.9 
Cash and cash equivalents 31.6 
 96.3 
Liabilities  
Current liabilities   
Borrowings (117.1) 
Trade and other payables (12.4) 
Current tax liabilities (8.9) 
 (138.4) 
Non-current liabilities  
Deferred tax liabilities (124.8) 
Provisions (29.9) 
 (154.7) 
Net assets 273.6 
Less: Non controlling recognised on acquisition -  (13.4) 
 260.2 
Satisfied by:  
Cash consideration paid 260.2 

Since the date of acquisition, Black Mountain Mines has contributed $55.3 million to the revenue and 
$4.9 million to the net profit of the Group for the year ended March 2011. If Black Mountain Mines had 
been acquired at the beginning of the year, the revenue of the Group would have been $230.5 million 
higher and the net profit of the Group would have been $53.8 million higher. 

Non controlling interest has been measured on a cost basis. Acquistion costs related to Black Mountain 
Mines, charged to income statement is $0.86  million. 

On 15 February 2011 Vedanta Resources plc through its subsidiary THL Zinc Holding BV, acquired 
100% equity of Anglo Americal Lisheen Finance Limited for a total consideration of $ 546.2 million. The 
operating and financial results of Lisheen Mines, Ireland have been consolidated effective from 15 
February 2011, which was the date of acquisition. Lisheen Mines, Ireland is mainly invloved in mining 
and production of zinc concentrate. 
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The fair value of the identifiable assets and liabilities of Lisheen mines as at the date of the acquisition 
were estimated as follows: 
 
$ million 

Fair value 

Assets  
Non-current assets  
Property, plant and equipment 278.9 
 278.9 
Current assets  
Inventories 18.2 
Trade and other receivables 14.8 
Cash and cash equivalents 325.2 
Liquid investments 37.3 
 395.5 
Liabilities  
Current liabilities   
Trade and other payables (22.8) 
Current tax liabilities (3.0) 
 (25.8) 
Non-current liabilities  
Deferred tax liabilities (40.5) 
Provisions (61.9) 
 (102.4) 
Net assets 546.2 
Satisfied by:  
Cash consideration paid 546.2 

Since the date of acquisition, Lisheen Mines has contributed $51.4 million to the revenue and $11.2 
million to the net profit of the Group for the year ended March 2011. If Lisheen Mines had been 
acquired at the beginning of the year, the revenue of the Group would have been $291.9 million higher 
and the net profit of the Group would have been $101.4 million higher. 

Acquistion costs related to Lisheen mines, charged to income statement is $5.7 million. 

35. Commitments, guarantees and contingencies 

Commitments 

The Group has a number of continuing operational and financial commitments in the normal course of 
business including: 

- Exploratory mining commitments; 
- Mining commitments arising under production sharing agreements; and 
- Completion of the construction of certain assets. 

 $ million 
As at 

31 March 2011 
As at 

31 March 2010 
Capital commitments contracted but not provided 3,737.1 4,065.4 

 

Commitments at 31 March 2011 primarily related to the expansion projects at HZL $ 144.2 million 
(2010: $85.6 million), KCM $ 127.4 million (2010: $180.0 million), VAL $ 538.7 million (2010: $1,013.6 
million), SEL $ 121.9 million (2010: $258.6 million), BALCO $516.6 million (2010: $512.8 million) and 
Talwandi Sabo $ 1,818.4 million (2010: $1,589.4 million). 

Guarantees 

Companies within the Group provide guarantees within the normal course of business. Guarantees 
have also been provided in respect of certain short-term and long-term borrowings. 
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A summary of the most significant guarantees is set out below: 

As at 31 March 2011, $240.0 million of guarantees were advanced to banks in the normal course of 
business (2010: $133.3 million). The Group has also entered into guarantees advanced to the customs 
authorities in India of $1,077.2 million relating to the export of iron ore and payment of import duties 
on purchases of raw material (2010: $908.3 million). 

Export obligations 

The Indian entities of the Group have export obligations of $5,691.7 million (2010: $5,091.2 million) on 
account of concessional rates of import duty paid on capital goods under the Export Promotion Capital 
Goods Scheme and under Advance Licence Scheme for import of raw material laid down by the 
Government of India. 

In the event of the Group’s inability to meet its obligations, the Group’s liability would be $711.6 
million (2010: $723.0 million), reduced in proportion to actual exports. This liability is backed by bonds 
executed in favour of the customs department amounting to $ 1,710.5 million (2010: $958.2 million). 

Guarantees to suppliers 

The Group has given corporate guarantees to certain suppliers of concentrate. The value of these 
guarantees was $120.0 million at 31 March 2011 (2010: $170.0 million). 

Environmental and terminal benefits (‘ETB’) cash reserve account – KCM 

Pursuant to the terms of the shareholders’ agreement between VRHL and ZCI dated 5 November 2004, 
KCM is expected to contribute a minimum of $10 million (with a maximum of $18.0 million) in any 
financial year to ensure that the amount of ETB liabilities are covered by a cash reserve when the life of 
the Konkola Ore Body comes to an end. The ETB liabilities refer to KCM’s obligations in relation to the 
environment and any terminal benefits payable to its employees. As at 31 March 2011, ETB liabilities 
provided for were $86.0 million (2010: $76.0 million), although these liabilities are likely to fluctuate at 
each future reporting date. 

Contingencies 

The Company has the following significant contingencies. With regard to the claims against Group 
companies included below, unless stated, no provision has been made in the financial statements as the 
Directors believe that it is not probable that the claim will give rise to a material liability. 

MALCO claims with Tamil Nadu Electricity Board (‘TNEB’) 

TNEB is claiming $22.6 million from MALCO for an electricity self-generation levy for the period from 
May 1999 to June 2003. This claim has arisen since the commissioning of MALCO’s captive power plant 
in 1999. The company has sought an exemption from the application of this levy from the Government 
of Tamil Nadu. The application is under consideration. Meanwhile, the Madras High Court has in its 
recent Order, remitted back the case to the State of Tamil Nadu, to take a decision afresh on the 
representation for grant of tax exemption on consumption of electricity and directed to pass a detailed 
speaking order. 

HZL: Department of Mines and Geology 

The Department of Mines and Geology of the State of Rajasthan issued several show cause notices in 
August, September and October 2006 to HZL, totalling $74 million. These notices alleged unlawful 
occupation and unauthorised mining of associated minerals other than zinc and lead at HZL’s 
Rampura Agucha, Rajpura Dariba and Zawar mines in Rajasthan during the period from July 1968 to 
March 2006. HZL believes that the likelihood of this claim becoming an obligation of the company is 
unlikely and thus no provision has been made in the financial statements. HZL has filed writ petitions 
in the High Court of Rajasthan in Jodhpur and has obtained a stay in respect of these demands. 
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RICHTER: Income Tax 

The Indian tax authorities have served a show cause notice on an indirect subsidiary of Vedanta 
Resources plc, Richter Holdings Ltd (‘Richter’), for alleged failure to deduct withholding tax on capital 
gain on the alleged indirect acquisition of shares in Sesa Goa Ltd in April 2007. Richter has applied to 
the larger bench of the Karnataka High Court to seek to quash the notice in view of the established legal 
position. The Court has granted stay of proceedings for two months from 19 April 2011. Vedanta 
believes that neither Richter nor any other member of the Group is liable for such withholding tax and 
intends to defend this position vigorously. 

Miscellaneous Disputes – Sterlite, HZL, MALCO and BALCO 

The Indian excise and related indirect tax authorities have made several claims against the above 
companies for additional excise and indirect duties. The claims mostly relate either to the assessable 
values of sales and purchases or to incomplete documentation supporting the companies’ returns. 

The approximate value of claims against the companies total $583.5 million (2010: $380.4 million), of 
which $6.4 million (2010: $10.4 million) is included as a provision in the balance sheet as at 31 March 
2011. In the view of the Directors, there are no significant unprovided liabilities arising from these 
claims. 

36. Related party transactions 

The information below sets out transactions and balances between the Group and various related 
parties in the normal course of business for the year ended 31 March 2011. 

Sterlite Technologies Limited (‘STL’) 
$ million 31 March 2011 31 March 2010 
Sales to STL 137.8 165.0 
Reimbursement of expenses - 0.1 
Purchases 5.3 - 
Net Interest Received  0.2 0.1 
Net amounts receivable at year end 13.3 4.4 

Sterlite Technologies Limited is related by virtue of having the same controlling party as the Group, 
namely Volcan. Pursuant to the terms of the Shared Services Agreement dated 5 December 2003 
entered into by the Company, Sterlite and STL, the Company and Sterlite provide various commercial 
services in relation to STL’s businesses on an arm’s length basis and at normal commercial terms. For 
the year ended 31 March 2011, the commercial services provided to STL were performed by certain 
senior employees of the Group on terms set out in the Shared Services Agreement.  The services 
provided to STL in this year amounted to $nil (2010: $27,154).  

Vedanta Foundation (formerly Sterlite Foundation) 

During the year $ 1.7 million was paid to the Vedanta Foundation (2010: $1.1 million).  

Vedanta Foundation is a registered not-for-profit entity engaged in computer education and other 
related social and charitable activities. The major activity of the Vedanta Foundation is providing 
computer education for disadvantaged students. The Vedanta Foundation is a related party as it is 
controlled by members of the Agarwal family who control Volcan. Volcan is also the majority 
shareholder of Vedanta Resources Plc. 

Sesa Goa Community Foundation Limited 

Following the acquisition of Sesa Goa, the Sesa Goa Community Foundation Limited, a charitable 
institution, became a related party of the Group on the basis that key management personnel of the 
Group have significant influence on the Sesa Goa Community Foundation Limited. During the year 
ended 31 March 2011, $0.7 million (2010:  $0.7 million) was paid to the Sesa Goa Community 
Foundation Limited. 
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The Anil Agarwal Foundation 

During the year, $0.4 million (2010: $0.6 million) was received from the Anil Agarwal Foundation 
towards reimbursement of administrative expenses. The Anil Agarwal Foundation is a registered not-
for-profit entity engaged in social and charitable activities. The Anil Agarwal Foundation is controlled 
by members of the Agarwal family. 

Henry Davis York 
$ million 31 March 2011 31 March 2010 
Consultancy services 1.2 0.4 

 

Henry Davis York provides consultancy services to a subsidiary of the group. The executive 
management of Henry Davis York hold a similar office at the said subsidiary 

Sterlite Iron and Steel Limited 
$ million 31 March 2011 31 March 2010 
Reimbursement of expenses 0.1 0.1 
Receivable at year  end 0.3 - 

 

Sterlite Iron and Steel Limited is a related party by virtue of having the same controlling party as the 
Group, namely Volcan. 

Sterlite Shipping Venture Limited 
$ million 31 March 2011 31 March 2010 
Reimbursement of expenses - 0.01 

 

Sterlite Shipping Venture Limited is controlled by members of the Agarwal family. 

Vedanta Medical Research Foundation 
$ million 31 March 2011 31 March 2010 
Donation 9.5 - 
Loan balance receivable  - 3.5 
Other amount receivable at year end  - 4.5 

 

Vedanta Medical Research Foundation (formerly Vedanta Medical Research Association) is a related 
party of the Group on the basis that key management personnel of the Group exercise significant 
influence. 

Vedanta University 
$ million 31 March 2011 31 March 2010 
Reimbursement of expenses - (0.1) 

 

F-187



Vedanta Resources plc Page 76 of 106 
Results For The Year Ended 31 March 2011 
 

 

Vedanta University is a related party of the Group on the basis that key management personnel of 
theGroup exercise significant influence. 

Volcan Investments Limited 
$ million 31 March 2011 31 March 2010 
Reimbursement of expenses 0.2 - 

 

Remuneration of key management personnel 

The remuneration of the directors and the key management personnel of the Group are set out below in 
aggregate for each of the categories specified in IAS 24 Related Party Disclosures. 

$ million 
Year ended 

31 March 2011 
Year ended 

31 March 2010 
Short-term employee benefits 8.8 8.7 
Post employment benefits 0.6 0.5 
Share based payments  5.0 9.4 
 14.4 18.6 

 

37. Share transactions 

BALCO Option 

The Company purchased a 51.0% holding in BALCO from the Government of India on 2 March, 2001. 
Under the terms of this shareholder’s agreement (“SHA”) for BALCO, the Company has a call option 
that allows it to purchase the Government of India’s remaining ownership interest in BALCO at any 
point from 2 March, 2004. The Company exercised this option on 19 March, 2004. However, the 
Government of India has contested the validity of the option and the valuation. The Company sought 
an interim order from the High Court of Delhi to restrain the Government of India from transferring or 
disposing of its shareholding pending resolution of the dispute. The High Court directed on 7 August, 
2006 that the parties attempt to settle the dispute by way of a mediation process as provided for in the 
SHA. However, as the dispute could not be settled through mediation, it has been referred to 
arbitration as provided for in the SHA. Arbitration proceedings commenced on 16 February 2009 and 
final hearing was held between 27 August 2010 and 29 August 2010. In view of the Judgement 
delivered by the Division Bench of the Bombay High Court on section 111A of the Companies Act, 
1956, an additional hearing was held on 9 October 2010 giving opportunity to the parties to make their 
submissions on the same before the Arbitration Tribunal. The Arbitration Tribunal in its majority 
award dated 25th January 2011 has rejected the claims of Sterlite on the ground that clauses on call 
option, right of first refusal, tag along right, restriction on transfer of shares are violative of section 
111A(2) of the Companies Act, 1956. Sterlite has on 23rd April 2011, filed an application under section 
34 of the Arbitration and Conciliation Act, 1996 in the High Court of Delhi for setting aside the award 
dated 25th January, 2011 to the extent to which it holds that clause 5.8, 5.3, 5.4 and 5.1(a) of the SHA is 
void, ineffective and inoperative by virtue of being violative of sub-section (2) of 111A of the 
Companies Act, 1956. The listing of the application is awaited. 
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HZL Option 

The Company’s wholly-owned subsidiary, Sterlite Opportunities and Ventures Limited (“SOVL”), had 
two call options to purchase all of the Government of India’s shares in HZL at fair market value. SOVL 
exercised the first call option on August 29, 2003 and acquired an additional 18.9% of HZL’s issued 
share capital, increasing its shareholding to 64.9%. As of March 31, 2009 and 2010, the Government of 
India’s holding in HZL was 29.5%. The second call option provides SOVL the right to acquire the 
Government of India’s remaining 29.5% share in HZL. This call option is subject to the right of the 
Government of India to sell 3.5% of HZL to HZL employees. This call option is also subject to the 
Government of India’s right, prior to the exercise of this call option, to sell its shares in HZL through a 
public offer. From April 11, 2007, SOVL has the right to exercise the second call option. The option has 
no expiry date. The Company has exercised the second call option in its letter dated July 21, 2009. The 
Government has stated that they are maintaining the same stand as in BALCO on the validity of the call 
option and has refused to act upon the second call option. The Company has invoked the Arbitration 
clause for referring the matter to arbitration and has appointed its arbitrator, and has requested the 
Government to nominate its arbitrator nominee so that Arbitral Tribunal is constituted. As the 
Government of India has not appointed its arbitrator, the Company had filed Arbitration application 
u/s 11(6) of the Arbitration and Conciliation Act 1996 in the Delhi High Court for constitution of 
arbitral tribunal. The Delhi High Court has in its order dated 18th May 2010 directed the parties to 
appoint mediators for mediation of the dispute and if mediation fails, arbitration will commence. The 
Government of India and SOVL has appointed mediators, respectively. Depending upon the outcome 
of the mediation process the arbitration would commence. 

Share Purchases 

During financial year 2011, the Group increased its holding in certain of its subsidiaries through open 
market purchases. The details of such purchases are as follows:  

a) 5,344,702 shares of Sterlite Industries (India) Limited accounting for 0.64% of SIIL’s total equity. 

b) 2,045,000 shares of Sesa Goa accounting for 0.25% of Sesa’s total equity. 

c) 250,364 shares of MALCO accounting for 0.22% of MALCO’s total equity. 

The aggregate amount on these transactions of $62.9million was recorded within equity. 

38. Subsequent events 

Subsequent to the balance sheet date of 31 March 2011 the Group through its subsidiary Sesa Goa 
acquired 200 million shares amounting to 10.4% stake in Cairn India Limited from Petronas 
International Corporation Ltd (“Petronas”) at a price of INR 331 per share, resulting in total cash 
consideration of approximately $1.5 billion 

On 30 April 2011, the Open Offer by Sesa Goa Limited with respect to the acquisition of shares in Cairn 
India Limited closed.  Sesa Goa Limited received acceptances for circa 8.1% of the total shares of Cairn 
India Limited, at a total cost of $1.2 billion. 
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40. Ultimate controlling party 

At 31 March 2011, the ultimate controlling party of the Group was Volcan, which is controlled by 
persons related to the Executive Chairman, Mr Anil Agarwal. Volcan is incorporated in the Bahamas, 
and does not produce Group accounts. 

41. Company balance sheet 

$ million Note 
31March   

2011 
31March 

 2010 
Fixed assets    
Tangible assets 43 0.1 0.2 
Investments in subsidiaries 44 1,061.8 713.3 
Investment in preference shares of subsidiaries 45 178.9 178.9 
Financial asset investment 46 0.5 0.5 
Derivative asset  6.0 0.0 
  1,247.3 892.9 
Current Assets    
Debtors due within one year 47 323.2 587.8 
Debtors due after one year 47  3,857.7 3,350.6 
Current asset investments 48 262.0 199.1 
Cash at bank and in hand  1.0 1.4 
  4,443.9   4,138.9 
Creditors: amounts falling due within one year    
Trade and other creditors 49 (33.7) (78.0) 
External borrowings 49 (370.6) (186.2) 
Loan from subsidiary 49  (188.4) (180.4) 
  (592.7) (444.6) 
Net current assets  3,851.2 3,694.3 
Total assets less current liabilities  5,098.5 4,587.2 
Creditors: amounts falling due after one year    
Loan from subsidiary 50 (1,669.4) (1,224.9) 
External borrowings 50 (2,420.4) (2,592.7) 
Derivative liabilities 50 - (12.1) 
  (4,089.8) (3,829.7) 
Net assets  1,008.7 757.5 
Capital and reserves    
Called up  share capital 51 29.7 29.6 
Share premium account 51 196.8 196.8 
Share-based payment reserve 51 20.5 25.6 
Convertible bond reserve 51 453.3 305.9 
Other reserves 51 (1.8) (1.8) 
Treasury shares 51 (490.6) (428.9) 
Profit and loss account 51 800.8 630.3 
Shareholders’ funds 51 1,008.7 757.5 

42. Company accounting policies 

The Vedanta Resources plc (‘the Company’) balance sheet and related notes have been prepared in 
accordance with United Kingdom Generally Accepted Accounting Principles and UK company law 
(‘UK GAAP’). The financial information has been prepared on an historical cost basis. As permitted by 
the Companies Act 2006, the profit and loss account of the parent company is not presented as part of 
these financial statements. 

F-194



Vedanta Resources plc Page 83 of 106 
Results For The Year Ended 31 March 2011 
 

 

Significant accounting policies 

Investments in subsidiaries 

Investments in subsidiaries represent equity holdings in subsidiaries valued at cost less any provision 
for impairment. Investments are reviewed for impairment if events or changes in circumstances 
indicate that the carrying amount may not be recoverable.  

Investment in preference shares of subsidiaries 

Investments in preference shares of subsidiaries are stated at fair value. The fair value is represented by 
the face value of the preference shares as the investments are redeemable at any time for their face 
value at the option of the Company. 

Currency translation 

Transactions in currencies other than the functional currency of the Company, being US dollars, are 
translated into US Dollars at the spot exchange rates ruling at the date of transaction. Monetary assets 
and liabilities denominated in other currencies at the balance sheet date are translated into US dollars at 
year end exchange rates, or at a contractual rate if applicable.  

Tangible fixed assets 

Tangible fixed assets are stated at cost less accumulated depreciation and provision for impairment.  

Deferred taxation 

Deferred taxation is provided in full on all timing differences that result in an obligation at the balance 
sheet date to pay more tax, or a right to pay less tax, at a future date, subject to the recoverability of 
deferred tax assets. Deferred tax assets and liabilities are not discounted. 

Share-based payments 

The cost of equity-settled transactions with employees is measured at fair value at the date at which 
they are granted. The fair value of share awards with market-related vesting conditions are determined 
by an external valuer and the fair value at the grant date is expensed on a straight-line basis over the 
vesting period based on the Company’s estimate of shares that will eventually vest. The estimate of the 
number of awards likely to vest is reviewed at each balance sheet date up to the vesting date at which 
point the estimate is adjusted to reflect the current expectations. No adjustment is made to the fair 
value after the vesting date even if the awards are forfeited or not exercised. Amounts recharged to 
subsidiaries in respect of awards granted to employees of subsidiaries are recognised as intercompany 
debtors until repaid.  

Borrowings 

Interest bearing loans are recorded at the net proceeds received i.e. net of direct transaction costs. 
Finance charges, including premiums payable on settlement or redemption and direct issue costs, are 
accounted for on accruals basis and charged to the profit and loss account using the effective interest 
method and are added to the carrying amount of the instrument to the extent that they are not settled 
in the period in which they arise. 
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Convertible Bonds 

The Convertible bonds issued by VRJL and VRJL-II (note 50) are accounted for as a compound 
instrument. The gross proceeds (net of issue costs) were lent to the Company by VRJL and VRJL-II.  The 
equity component has been recognised in a separate reserve of the company and is not subsequently 
remeasured. The recognition of the equity component by the company acts to reduce the payable to 
VRJL and VRJL-II which arises once the gross proceeds are borrowed. The liability component is held 
at amortised cost. The interest expensed on the liability component is calculated by applying an 
effective interest rate. The difference between this amount and interest paid is added to the carrying 
amount of the liability component. 

The bonds are first convertible into preference shares of the issuer having a paid value of $100,000 per 
Preference share, which are exchanged immediately for ordinary shares of the Company.   

Financial instruments 

The Company has elected to take the exemption provided in paragraph 3C (b) of FRS 25 in respect of 
these parent company financial statements. Full disclosures are provided in note 28 to the consolidated 
financial statements of the Group for the period ended 31 March 2011. 

Derivative financial instruments 

Derivative financial instruments are initially recorded at their fair value on the date of the derivative 
transaction and are re-measured at their fair value at subsequent balance sheet dates.  

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recorded in the profit and loss account.  The hedged item is recorded at fair value and any gain or loss 
is recorded in the profit and loss account and is offset by the gain or loss from the change in the fair 
value of the derivative. 

Derivative financial instruments that do not qualify for hedge accounting are marked to market at the 
balance sheet date and gains or losses are recognised in the profit and loss account immediately. 

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated or 
exercised, or no longer qualifies for hedge accounting. Any cumulative gain or loss on the hedging 
instrument recognised in equity is kept in equity until the forecast transaction occurs. If a hedged 
transaction is no longer expected to occur, the net cumulative gain or loss recognised in equity is 
transferred to net profit or loss for the year. 

Cash flow statement 

The Company’s individual financial statements are outside the scope of FRS 1 Cash Flow Statements 
because the Company prepares publicly available consolidated financial statements, which include a 
consolidated cash flow statement. Accordingly, the Company does not present an individual company 
cash flow statement. 

Related party disclosures 

The Company’s individual financial statements are exempt from the requirements of FRS 8 Related 
Party Disclosures because its individual financial statements are presented together with its 
consolidated financial statements. Accordingly, the individual financial statements do not include 
related party disclosures. 

Financial guarantees  

Guarantees issued by the Company on behalf of other Group companies are designated as ‘Insurance 
Contracts’. Accordingly these are shown as contingent liabilities. (Note 52) 
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43. Company tangible fixed assets 
 US$million 
Cost  
At 1 April 2010 1.2 
Additions 0.0 
At 31 March 2011 1.2 
Accumulated depreciation  
At 1 April 2010 1.0 
Charge for the period 0.1 
At 31 March 2011 1.1 
Net book value  
At 1 April 2010 0.2 
At 31 March 2011 0.1 

 

44. Investments in subsidiaries 

 US$million 
Cost  
At 1 April 2010                 713.3 
Additions                 348.5 
At 31 March 2011               1,061.8 

 

At 31 March 2011, the Company held 144,538,524 shares in VRHL (2010: 139,559,950 shares), being 
100% of VRHL’s issued equity share capital. During the year the Company invested $348.5 million to 
acquire 4,978,572 ordinary shares issued by VRHL for $1 each at a premium of $69 each. The Company 
also held one deferred share in VRHL (2010: one). At 31 March 2011, the Company held 2 shares in 
Vedanta Finance Jersey Limited (‘VFJL’) (2010: two), 2 shares in Vedanta Resources Jersey Limited 
(‘VRJL’) (2010: two), 2 shares in Vedanta Resources Jersey II Limited (‘VRJL-II’) (2010: two), 2 shares in 
Vedanta Jersey Investment Limited (‘VJIL’) (2010: two), being 100% of its issued equity share capital. 

VRHL is an intermediary holding company incorporated in England and Wales. VFJL, VRJL and VRJL-
II are companies established to raise funds for the Vedanta Group via convertible bond issue and are 
incorporated in Jersey.  

A detailed list of subsidiary investments held indirectly by the Company can be seen in Note 39. 

 US$million 
Fair value  
At 1 April 2010 178.9 
Additions - 
At 31 March 2011 178.9 
As 1 April 2009 2.6 
Additions 176.3 
At 31 March 2010 178.9 

As at 31 March 2011, the Company held 178,916,000 preference shares in VFJL (2010: 178,916,000). 
These shares entitle the holder to a dividend of 4.6% of their face value. 
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46. Financial asset investment 

 US$ million 

Fair value  
At 1 April 2010 0.5 
Fair value movement in investment 0.0 
At 31 March 2011 0.5 
At 1 April 2009 0.2 
Fair value movement in  investment 0.3 
At 31 March 2010 0.5 

The investment relates to an equity investment of shares in Victoria Gold Corporation. At 31 March 
2011, the investment in Victoria Gold Corporation was revalued. 

47. Company debtors 

$ million 31 March 2011 31 March 2010 
Amounts due from subsidiary undertakings 4,176.2 3,938.0 
Prepayments and accrued income 4.3 0.2 
Other taxes 0.4 0.2 
Total 4,180.9 3,938.4 
Debtors due within one year 323.2 587.8 
Debtors due after one year 3,857.7 3,350.6 
Total 4,180.9 3,938.4 

Amounts due from subsidiary undertakings 

At 31 March 2011, the Company had loans due from VRHL of US$1,965.8 million (2010: US$1,894.4 
million) which represented the downstreaming of funds to the subsidiaries. Out of the total loan, 
amount of US$579.3 million bears interest at US dollar six months LIBOR plus 350 basis points, US$500 
million at 5.8%, US$250 million at 8.95%, US$200 million at 5.9%, US$182.0 million at 9.7%, US$156.4 
million at 8.95% and US$98.1 million at 8.8%. In addition to the loans, the Company was owed 
US$269.4 million of accrued interest (2010: US$127.0 million). 

At 31 March 2011, the Company had loan of US$ 892 million (2010: US$892 million), US$500 million 
(2010: US$500 million), US$500 million (2010: US$350 million) and US$16.3 million (2010: nil) receivable 
from Richter, Welter, KCM and TMHL respectively and US$32.3 million of other amounts due from 
subsidiary undertakings (2010: US$ 30.4 million). 

48. Company current asset investments 
$ million 31 March 2011 31 March 2010 
 Bank term deposits 261.0 197.6 
 Short term unit trusts and liquid funds 1.0 1.5 
Total 262.0 199.1 

49. Company creditors: amounts falling due within one year 

$ million 31 March 2011 31 March 2010 
Trade creditors (1.7) (44.2) 
Accruals and deferred income (32.0) (33.8) 
External Borrowings (370.6) (186.2) 
Loan from Subsidiary (188.4) (180.4) 
Total (592.7) (444.6) 

The Loan from ICICI Bank of US$186.2 million was repaid on its due date in June 2010. 
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The external borrowings above represent a loan taken from Bank of Tokyo-Mitsubishi UFJ Ltd 
(‘BTMU’) at an interest rate of USD LIBOR plus 425 basis points. The loan is short-term and repayable 
in July 2011. 

50. Company creditors: amounts falling due after one year 

$ million 31 March 2011 31 March 2010 
Loan from subsidiary (1,669.4) (1,224.9) 
Bond & Loans (2,420.4) (2,592.7) 
Derivative liability - (12.1) 
Total (4,089.8) (3,829.7) 

Loans from subsidiaries include a loan of US$981.2 million from VRJL relating to its issue of US$1.25 
billion convertible bonds (bond issued in July 2009) and of US$688.2 million from VRJL-II related to its 
issue of US$883 million convertible bond (bond issued in March 2010). During 2011, interest was 
charged at the effective interest rate of 11.22% and interest rate of 9.79% respectively.  

In December 2010 the Company obtained a loan from ICICI bank for US$ 180 million at an interest rate 
of 3 month GBP LIBOR plus 385 basis points. Out of this US$90 million is repayable in December 2014 
and remaining US$90 million is repayable in December 2015. 

 

51. Company reconciliation of movement in equity shareholders’ funds 

 
Share 

capital 

Share 
premium 

account 

Share-
based 

payment 
reserve 

Converti
ble 

 bond 
reserve 

 
 

Treasury 
Shares  

Profit and 
loss 

account 
Other 

Reserves Total 
Equity shareholders’ 
funds at 
 1 April 2010 

29.6 196.8 25.6 305.9 (428.9) 630.3 (1.8) 757.5 

Profit for the year - - - - - 212.7 - 212.7 
Dividends paid - - - - - (129.9) - (129.9) 
Issue of convertible 
bond - -  211.6 - - - 211.6 

Exercise of LTIP 
awards 0.1 - (23.5) - - 23.5 - 0.1 

Recognition of share  
based payments - - 18.4 - - - - 18.4 

Convertible bond  
reserve transfer - - - (64.2) - 64.2 - - 

Movement in fair 
value  
of financial 
investments  
(note 43) 

- - - - - - - - 

Purchase of 
Treasury Shares - - - - (61.7) - - (61.7) 

Equity shareholders’ 
funds at  
31 March 2011 

29.7 196.8 20.5 453.3 (490.6) 800.8 (1.8) 1,008.7 

 

52. Company contingent liabilities 

a. The Company has guaranteed US$ 1,250 million convertible bonds issued by VRJL (2010: US$: 1,250 
million). See note 27 to the Group financial statements for further details on the convertible bonds.  

b. The Company has given corporate guarantee to Vedanta Aluminium Ltd for an amount of  

F-199



Vedanta Resources plc Page 88 of 106 
Results For The Year Ended 31 March 2011 
 

 

US$ 3,310 million up to 31 March 2011.  

c. The Company also has issued other guarantees of US$ 220 million supplied to concentrate suppliers. 

d. The Company has given corporate guarantee to Konkola Copper Mines for an amount of US$400 
million up to 31 March 2011. 

e. The Company has guaranteed US$ 883 million convertible bonds issued by VRJL-II (2010: US$883 
million). See note 27 to the Group financial statements for further details on the convertible bonds.  

53. Company Share-Based payment 

The Company had certain LTIP awards outstanding as at 31 March 2011. See note 31 to the Group 
financial statements for further details on these share-based payments. 
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Independent Auditor’s Report to the Members of Vedanta Resources plc 

We have audited the financial statements of Vedanta Resources plc for the year ended 31 March 2011 
which comprise the company balance sheet and the related Notes 41 to 53. The financial reporting 
framework that has been applied in their preparation is applicable law and United Kingdom 
Accounting Standards (United Kingdom Generally Accepted Accounting Practice). 

This report is 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’ Responsibilities Statement, the Directors are responsible for 
the preparation of the parent Company financial statements for being satisfied that they give a true and 
fair view.  Our responsibility is to audit and express an opinion on the parent company 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 (APB’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 material 
misstatement, whether caused by fraud or error. This includes an assessment of: whether the 
accounting policies are appropriate to the parent 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 annual report to identify material inconsistencies with the audited 
financial statements. If we become aware of any apparent material misstatements or inconsistencies we 
consider the implications for our report. 

Respective responsibilities of Directors and Auditor 

In our opinion the parent company financial statements: 

 give a true and fair view of the parent Company’s affairs as at 31 March 2011;   
 have been properly prepared in accordance with United Kingdom Generally Accepted Accounting 

Practice; 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 part of the Directors’ Remuneration Report to be audited has been properly prepared in 
accordance with the Companies Act 2006; and 

 the information given in the Directors’ Report for the financial year for which the financial statements 
are prepared is consistent with the parent Company 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: 
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 adequate accounting records have not been kept by the parent Company, or returns adequate for our 
audit have not been received from branches not visited by us; or 

 the parent Company financial statements and the part of the Directors’ Remuneration Report to be 
audited 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. 

Other Matter 

We have reported separately on the Group financial statements of Vedanta Resources plc for the year 
ended 31 March 2011. 

 

 

 

Andrew Kelly (Senior Statutory Auditor) 

for and on behalf of Deloitte LLP 

Chartered Accountants and Statutory Auditor  

London, United Kingdom 
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 Summary consolidated income statement 

 Year ended Year ended Year ended Year ended Year ended 
$ million 31 March 11 31 March 10 31 March 09 31 March 08 31 March 07 
Revenue 11,427.2 7,930.5 6,578.9 8,203.7   6,502.2 
EBITDA 3,566.8 2,295.9 1,612.2 3,010.4 2,703.0 

Depreciation 

(869.0) (563.0) (473.2)    
(429.1

) (195.4) 
Exceptional/special items (163.5) (67.3) (31.9) 11.1 (1.7) 
Operating profit 2,534.3 1,665.6 1,107.0 2,592.4 2,505.9 
Share of (loss)/profit in 
associate 

- - - - 
(1.3) 

Non-operating 
exceptional/special items 

- - - - 
- 

Profit before interest and 
taxation 

2,534.3 1,665.6 1,107.0 2,592.4 
2,504.6 

Net finance 
(costs)/investment revenues 

149.0 176.0 74.0 170.8 
(20.2) 

Profit before taxation 2,683.3 1,841.6 1,181.0 2,763.2 2,484.4 
Taxation (649.5) (330.4) (280.5)  (757.7) (672.7) 
Profit after taxation 2,033.8 1,511.2 900.5 2,005.5 1,811.7 
Equity Non-controlling 
interests 

1,263.0 908.9 681.1 1126.5 
877.5 

Profit attributable to equity 
shareholders in parent 

770.8 602.3 219.4   879.0 
934.2 

Dividends (129.9) (117.9) (118.8) (104.3) (84.3) 
Retained profit 640.9 484.4 100.6 774.7 849.9 
Basic earnings per share (US 
cents per share) 

    
 

Profit for the financial year 283.2 219.6 76.4 305.4 325.6 
Underlying Profit for the 
financial year 

262.8 199.2 109.3 303.9 
327.0 

Dividend per share (US cents 
per share) 

52.5 45.0 41.5 36.5 
29.3 
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 31 March 31 March 31 March 31 March 31 March 
$ million 2011 2010 2009 2008 2007 
Goodwill 12.2 12.2 12.2 13.3  12.1 
Intangible assets 162.1 - - - - 
Property, plant and equipment 17,189.5 14,326.7 9,348.4 8,354.5 3,838.0 
Fixed asset investments/associate 304.2 201.2 91.6 30.0  34.6 
Total fixed assets 17,668.0 14,540.1 9,452.2 8,397.8 3,884.7 
Stocks 1,924.6 1,260.6 909.3 1,298.8  879.7 
Debtors 1,328.6 1,019.9 902.4 1,232.8 1,122.1 
Cash & Liquid Investments 7,777.0 7,239.4 4,912.6 5,106.7 2,185.2 
Total current assets 11,030.2 9,519.9 6,724.3 7,638.3 4,187.0 
Short term borrowings (3,045.1) (1,012.6) (1,298.5)  (1,417.2) (249.1) 
Other current liabilities (3,485.0) (2,670.3) (2,136.8) (2,102.5) (1,336.8) 
Total current liabilities (6,530.1) (3,682.9) (3,435.3)  (3,519.7) (1,585.9) 
Net current assets/(liabilities) 4,515.4 5,837.0 3,289.0 4,118.6 2,601.1 
Total assets less current  
liabilities 22,168.1 20,377.1 12,741.2 12,516.4 6,485.8 
Long term borrowings (6,707.4) (7,161.0) (3,816.4) (1,556.9) (1,477.7) 
Other long term liabilities (247.3) (351.1) (136.1) (83.9) (106.4) 
Provisions (1,706.4) (1,413.5) (1,205.4) (1,608.5) (690.9) 
Total long term liabilities (8,656.1) (8,925.6) (5,157.9) (3,249.3) (2,275.0) 
Equity Non-controlling interests (8,030.1) (6,729.1) (4,458.7) ( 5,360.6) (1,824.5) 
Non equity Non-controlling 
interest (11.9) (11.9) (11.9) (59.4) (59.4) 

Net assets attributable to 
the equity holders of the parent 5,648.9 4,710.5 3,112.6 3,847.1 2,326.9 
      
 2011   2010   2009   2008   2007 
Turnover $ million  $ million  $ million  $ million  $ million 
Aluminium 1,570.1 914.2 906.6 1,140.2 993.4 
Copper:- 5,169.5 3,812.2 3,311.0 4,221.9 3,569.3 
         India/Australia  3,428.2 2,741.4 2,537.9 3,118.8 2,553.4 
         Zambia 1,741.3 1,070.8 773.1 1,103.1 1,015.9 
Zinc- 2,371.7 1,651.7 1,209.1 1,941.5 1,888.1 
         India  2,152.8 1,651.7 1,209.1 1,941.5 1,888.1 
         International 218.9 - - - - 
Iron ore 1,977.9 1,221.7 1,070.4 888.9 - 
Energy 338.0 330.7 51.3   
Other - - - 11.3 51.4 
Group 11,427.2 7,930.5 6,548.4 8,203.7 6,502.2 
      
 2011   2010   2009   2008   2007 
EBITDA $ million  $ million  $ million $ million $ million 
Aluminium 258.2 154.9 177.4 380.7  415.4 
Copper 681.4 317.7 222.9 667.3 833.9 
 India/Australia 241.5 165.9 293.7 327.2 365.6 
 Zambia 439.9 151.8 (70.8) 340.1 468.3 
Zinc 1,321.5 982.8 603.3 1380.1 1,453.9 
         India  1,220.2 982.8 603.3 1380.1 1,453.9 
         International 101.3 - - - - 
Iron ore 1,174.1 673.0 557.1 585.6 - 
Energy 137.8 170.7 53.3 - - 
Other (6.2) (3.2) (1.8) (3.3) (0.2) 
Group 3,566.8 2,295.9 1,612.2 3,010.4 2,703.0 
 2011 2010   2009   2008   2007 
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EBITDA Margin  
% % % % 

% 
Aluminium 16.4 16.9 20.9 33.4 42.4 
Copper 13.2 13.8 6.7 15.8 23.3 
 India/Australia 7.0 6.1 11.6 10.5 36.9 
 Zambia 25.3 14.2 (9.2) 30.8 18.2 
Zinc 55.7 59.5 50.1 71.1 78.1 
         India  56.7 59.5 50.1 71.1 78.1 
         International 46.3 - - - - 
Iron ore 59.4 55.1 52.1 65.9 - 
Energy 40.8 51.6 - - - 
Group 31.2 29.0 24.5 36.7 41.8 

 
 2011 2010   2009   2008   2007 
Production 000’s mt 000’s mt 000’s mt 000’s mt 000’s mt 
Aluminium 641 533 462 396 351 
 BALCO 255 268 357 358 313 
 MALCO - - 23 38 38 
VAL JHARSUGDA 386 264 82 - - 
Copper 521 507 446 489 455 
 Sterlite 304 334 313 339 313 
 KCM 217 173 133 150 142 
Iron Ore (WMT) 21,075 21,412 15,986 11,469 - 
Zinc 712 578 552 426 348 
      
      
 2011 2010   2009   2008   2007 
Cash costs of production  US cents/lb US cents/lb US cents/lb US cents/lb US cents/lb 
Aluminium – BALCO Plant –I - - 85.6 82.7 68.5 
Aluminium – BALCO Plant- II 80.9 69.6 73.6 75.9 76.5 
BALCO (Other than Alumina) 45.7 39.1 39.0 36.5 33.6 
Aluminium – MALCO - - 121.5 102.4 75.5 
Aluminium-VAL JHARSUGDA 82.6 77.2 99.0 - - 
Copper – Sterlite* 4.0 10.4 3.1 1.8 6.1 
Copper – KCM 197.5 184.4 258.4 191.5 173.6 
Zinc including Royalty 44.9 38.6 32.2 40.1 39.1 
Zinc without Royalty 36.7 31.7 27.6 31.1 27.5 
      
      
 2011 2010   2009   2008   2007 
Cash costs of production in INR INR/ mt INR/ mt INR/ mt INR/ mt INR/ mt 
Aluminium – BALCO Plant –I - - 86,626 73,369 68,389 
Aluminium – BALCO Plant- II 81,299 72,717 74,517 67,336 76,376 
BALCO (Other than Alumina) 45,898 40,868 39,772 32,382 33,545 
Aluminium – MALCO - - 123,001 90,846 75,378 
Aluminium-VAL JHARSUGDA 82,958 80,710 100,182 - - 
Copper – Sterlite* 4,062 10872 3,138 1,597 6,090 
Zinc including Royalty 45,119 40,319 32,621 35,575 39,037 
Zinc without Royalty 36,831 33,073 27,973 27,591 27,455 
*only smelting cost      
      
 2011 2010   2009   2008   2007 
Capital expenditure $ million $ million $ million $ million $ million 
Sustaining 239.5 184.4 306.3 256.9 259.9 
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Expansion 2,471.3 3,679.6 3,021.3 1,997.7 869.0 
Total capital expenditure 2,710.8 3,864.0 3,327.6 2,254.6 1128.9 
      

 

 2011 2010   2009   2008   2007 

Net cash/(debt) 
$ million 

$ million $ million $ million $ million 
Aluminium (3,145.3) (2,320.2) (1,931.2) (1,171.2) (229.6) 
Copper 146.3 996.9 1,341.4 1,934.4 179.4 
 India/Australia 396.0 1,288.2 1,545.9 1,976.2 106.4 
 Zambia (249.7) (291.3) (204.5) (41.6) 73.0 
Zinc 3,779.5 2,628.6 1,891.6 1,925.2 1067.7 
         India  3,403.4 2,628.6 1,891.6 1,925.2 1067.7 
         International 376.1 - - - - 
Iron Ore 1,983.2 96.6 (372.8) (459.5) - 
Energy (433.5) (270.8) - - - 
Other (4,300.4) (2,078.3) (1,129.8) (86.2) (584.8) 

Group (1,970.3) (947.2) (200.8) 2,142.7 432.7  

 
 

    

 
2011 

% 
2010   

% 
2009   

% 
2008   

% 
2007 

% 
Gearing  12.6 7.5 .6 - - 
      
 2011 2010   2009   2008   2007 
 $ million $ million $ million $ million $ million 

Group Free Cash Flow  
 

2,423.2 
 

1,814.3 
 

1,733.8 
 

2,216.9 1,504.2 
      
 2011 2010   2009   2008   2007 
 $ million $ million $ million $ million $ million 

Capital Employed 15,649.3 
 

12,373.6 
 

7,772.1 
 

7,064.8 3,718.7 
      

 2011 2010   2009   2008   2007 
 % % % % % 
ROCE 21.0 19.9 24.4 45.6 78.5 
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GLOSSARY AND DEFINITIONS  

5S  

A Japanese concept laying emphasis on housekeeping and occupational safety in a sequential series of 
steps as Sort (Seiri); Set in Order (Seiton); Shine (Selso); Standardise (Seiketsu); and Sustain (Shitsuke)  

Adapted Comparator Group  

The new comparator group of companies used for the purpose of comparing TSR performance in 
relation to the LTIP, adopted by the Remuneration Committee on 1 February 2006 and replacing the 
previous comparator group comprising companies constituting the FTSE Worldwide Mining Index 
(excluding precious metals)  

AGM or Annual General Meeting  

The annual general meeting of the Company which is scheduled to be held at 3.00 pm, UK time, on 27 
July 2011. 

AE  

Anode effects  

AGRC  

Ararat Gold Recovery Company incorporated in Armenia, engaged in gold mining and processing  

AIDS  

Acquired Immune Deficiency Syndrome  

Aluminium Business  

The aluminium business of the Group, comprising its fully-integrated bauxite mining, alumina refining 
and aluminium smelting operations in India, and trading through the Bharat Aluminium Company 
Limited and The Madras Aluminium Company Limited, companies incorporated in India  

Articles of Association  

The articles of association of Vedanta Resources plc  

Attributable Profit  

Profit for the financial year before dividends attributable to the equity shareholders of Vedanta 
Resources plc  

BALCO  

Bharat Aluminium Company Limited, a company incorporated in India.  

BMM 

Black Mountain Mining Pty 

Board or Vedanta Board  

The board of directors of the Company  
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Board Committees  

The committees reporting to the Board: Audit, Remuneration, Nominations, and Health, Safety and 
Environment, each with its own terms of reference  

Businesses  

The Aluminium Business, the Copper Business and the Zinc Business together  

Capital Employed  

Net assets before Net (Debt)/Cash  

Capex  

Capital expenditure  

Cash Tax Rate  

Current taxation as a percentage of profit before taxation  

CEO  

Chief executive officer  

CII  

Confederation of Indian Industries  

CLZS  

Chanderiya lead and zinc smelter  

CO2  

Carbon dioxide  

CMT  

Copper Mines of Tasmania Pty Limited, a company incorporated in Australia  

Combined Code or the Code  

The Combined Code on Corporate Governance published by the Financial Reporting Council in June 
2008 

Company or Vedanta  

Vedanta Resources plc  

Company financial statements  

The audited financial statements for the Company for the year ended 31 March 2011 as defined in the 
Independent Auditors’ Report on the individual Company Financial Statements to the members of 
Vedanta Resources plc  
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Convertible Bonds  

$725 million 4.60% guaranteed convertible bonds due 2026, issued by a wholly-owned subsidiary of the 
Company, Vedanta Finance (Jersey) Limited (‘VFJL’), and guaranteed by the Company, the proceeds of 
which are to be applied towards re-financing subsidiary indebtedness, the Company’s capital 
expenditure programme including the Jharasaguda aluminium smelter project and other general 
corporate purposes  

$1,250 million 5.5% guaranteed convertible bonds due 2016, issued by a wholly owned subsidiary of 
the Company, Vedanta Resource Jersey Limited (“VRJL”) and guaranteed by the Company, the 
proceeds of which are to be applied for to support its organic growth pipeline, to increase its ownership 
interest in its subsidiaries and for general corporate purposes. 

$883 million 4.0% guaranteed convertible bonds due 2017, issued by a wholly owned subsidiary of the 
Company, Vedanta Resource Jersey II Limited (“VRJL-II”) and guaranteed by the Company, the 
proceeds of which are to be applied for to refinance debt redemptions and for general corporate 
purposes. 

$500 million 4.0% guaranteed convertible bonds due 2014, issued by a subsidiary of the Company, 
Sterlite Industries (India) Limited (“SIIL”), the proceeds of which are to be applied for to for expansion 
of copper business, acquisition of complementary businesses outside of India and any other permissible 
purpose under, and in compliance with, applicable laws and regulations in India, including the 
external commercial borrowing regulations specified by the RBI. 

$500 million 5.0% guaranteed convertible bonds due 2014, issued by a subsidiary of the Company, Sesa 
Goa Limited (“Sesa”), the proceeds of which are to be applied for to expand the Issuer’s mining 
operations, for exploration for new resources, and to further develop its pig iron and metallurgical coke 
operation  

Copper Business  

The copper business of the Group, comprising:  

-  a copper smelter, two refineries and two copper rod plants in India, trading through Sterlite 
Industries (India) Limited, a company incorporated in India;  

-  one copper mine in Australia, trading through Copper Mines of Tasmania Pty Limited, a company 
incorporated in Australia; and  

-  an integrated operation in Zambia consisting of three mines, a leaching plant and a smelter, trading 
through Konkola Copper Mines PLC, a company incorporated in Zambia  

CREP  

Corporate responsibility for environmental protection  

Cents/lb  

US cents per pound  

CRRI  

Central Road Research Institute  

CSR  

Corporate social responsibility  

CTC  

Cost to company, the basic remuneration of executives in India, which represents an aggregate figure 
encompassing basic pay, pension contributions and allowances  
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CY  

Calendar year  

Deferred Shares  

Deferred shares of £1.00 each in the Company  

DGMS  

Director General of Mine Safety in the Government of India  

Directors  

The Directors of the Company  

Dollar or $  

United States dollars, the currency of the United States of America  

DRs  

Depositary receipts of 10 US cents, issuable in relation to the $725 million 4.6% guaranteed convertible 
bonds due 2026  

EBITDA  

Earnings before interest, taxation, depreciation, goodwill amortisation/impairment and special items  

EBITDA Margin  

EBITDA as a percentage of turnover  

Economic Holdings or Economic Interest  

The economic holdings/interest are derived by combining the Group’s direct and indirect 
shareholdings in the operating companies. The Group’s Economic Holdings/Interest is the basis on 
which the Attributable Profit and net assets are determined in the consolidated accounts  

E&OHSAS  

Environment and occupational health and safety assessment standards  

E&OHSEnvironment and occupational health and safety management system 

EPS 

Earnings per ordinary share 

ESOP 

Employee share option plan 

ESP 

Electrostatic precipitator 

Executive Committee 

The Executive Committee to whom the Board delegates operational management and comprising the 
Executive Directors and the senior management within the Group 
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Executive Directors 

The Executive Directors of the Company 

Expansion Capital Expenditure 

Capital expenditure that increases the Group’s operating capacity 

Financial Statements or Group financial statements 

The consolidated financial statements for the Company and the Group for the year ended 31 March 
2011 as defined in the Independent Auditors’ Report to the members of Vedanta Resources plc 

Free Cash Flow 

Cash flow arising from EBITDA after net interest (including gains on liquid investments and adjusted 
for net interest capitalised), taxation, Sustaining Capital Expenditure and working capital movements 

FY 

Financial year 

GAAP , including UK GAAP and Indian GAAP 

Generally Accepted Accounting Principles, the common set of accounting principles, standards and 
procedures that companies use to compile their financial statements in their respective local territories 

GDP 

Gross domestic product 

 

Gearing 

Net Debt as a percentage of Capital Employed 

GJ 

Giga joule 

Government or Indian Government 

The Government of the Republic of India 

Gratuity 

A defined contribution pension arrangement providing pension benefits consistent with Indian market 
practices 

Group 

The Company and its subsidiary undertakings and, where appropriate, its associate undertaking 

HSE 

Health, safety and environment 

HZL 

Hindustan Zinc Limited, a company incorporated in India 
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IAS 

International Accounting Standards 

ICMM 

International Council on Mining and Metals 

IFRI C 

International Financial Reporting Interpretations Committee 

IFRS 

International Financial Reporting Standards 

INR  

Indian Rupees  

Interest Cover 

EBITDA divided by finance costs 

ISO 9001 

An international quality management system standard published by the International Organisation for 
Standardisation 

ISO 14001 

An international environmental management system standard published by the International 
Organisation for Standardisation 

KCM or Konkola Copper Mines 

Konkola Copper Mines PLC, a company incorporated in Zambia 

KDMP 

Konkola deep mining project 

Key Result Areas or KRA s 

For the purpose of the remuneration report, specific personal targets set as an incentive to achieve 
short-term goals for the purpose of awarding bonuses, thereby linking individual performance to 
corporate performance 

KLD 

Kilo litres per day 

KPI s 

Key performance indicators 

Kwh 

Kilo-watt hour 
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Kwh/d 

Kilo-watt hour per day 

LIBOR 

London inter bank offered rate 

LIC 

Life Insurance Corporation 

Listing or IPO (Initial Public Offering) 

The listing of the Company’s ordinary shares on the London Stock Exchange on 10 December 2003 

Listing Particulars 

The listing particulars dated 5 December 2003 issued by the Company in connection with its Listing 

Listing Rules 

The listing rules of the Financial Services Authority, with which companies with securities that are 
listed in the UK must comply 

LME 

London Metals Exchange 

London Stock Exchange 

London Stock Exchange plc 

Lost time injury 

An accident/injury forcing the employee/contractor to remain away from his/her work beyond the 
day of the accident 

LTIFR 

Lost time injury frequency rate: the number of lost time injuries per million man hours worked 

LTIP 

The Vedanta Resources Long-Term Incentive Plan or Long-Term Incentive Plan 

MAL CO 

The Madras Aluminium Company Limited, a company incorporated in India 

Management Assurance Services 

The function through which the Group’s internal audit activities are managed 

MAT 

Minimum alternative tax 

MIS 

Management information system 
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MOEF 

The Ministry of Environment & Forests of the Government of the Republic of India 

mt or tonnes 

Metric tonnes 

MU 

Million Units 

MW 

Megawatts of electrical power 

NCCBM 

National Council of Cement and Building Materials 

Net (Debt)/Cash 

Total debt after fair value adjustments under IAS 32 and 39, cash and cash equivalents and liquid 
investments 

NGO 

Non-governmental organisation 

NIHL 

Noise induced hearing loss 

Non-executive Directors 

The Non-Executive Directors of the Company 

OHSAS 18001 

Occupational Health and Safety Assessment Series (standards for occupational health and safety 
management systems) 

Ordinary Shares 

Ordinary shares of 10 US cents each in the Company 

PBT 

Profit before tax 

PF C 

Per fluorocarbons 

PH C 

Primary health centre 

PPE  

Personal protective equipment  

F-214



Vedanta Resources plc Page 103 of 106 
Results For The Year Ended 31 March 2011 
 

 

Provident Fund  

A defined contribution pension arrangement providing pension benefits consistent with Indian market 
practices  

Recycled water  

Water released during mining or processing and then used in operational activities  

Relationship Agreement  

The agreement dated 5 December 2003 between the Company, Volcan Investments Limited and 
members of the Agarwal family that regulates the ongoing relationship between them, the principal 
purpose of which is to ensure that the Group is capable of carrying on business independently of 
Volcan, the Agarwal family and their associates  

Return on Capital Employed or ROCE  

Profit before interest, taxation, special items, tax effected at the Group’s effective tax rate as a 
percentage of Capital Employed  

The Reward Plan  

The Vedanta Resources Share Reward Plan, a closed plan approved by shareholders on Listing in 
December 2003 and adopted for the purpose of rewarding employees who contributed to the 
Company’s development and growth over the period leading up to Listing in December 2003  

RO  

Reverse osmosis  

SA 8000  

Standard for Social Accountability based on international workplace norms in the International Labour 
Organisation (‘ILO’) conventions and the UN’s Universal Declaration of Human Rights and the 
Convention on Rights of the Child  

Senior Management Group  

For the purpose of the remuneration report, the key operational and functional heads within the Group  

Sesa Goa  

Sesa Goa Limited, a company incorporated in India engaged in the business of mining iron ore  

SEWT  

Sterlite Employee Welfare Trust, a long-term investment plan for Sterlite senior management  

The Share Option Plan  

The Vedanta Resources Share Option Plan, a closed plan approved by shareholders on Listing in 
December 2003 and adopted to provide maximum flexibility in the design of incentive arrangements 
over the long term  

SHGs  

Self help groups  
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SID  

Senior Independent Director  

SO2  

Sulphur dioxide  

SBU  

Strategic Business Unit  

SOTL  

Sterlite Optical Technologies Limited, a company incorporated in India  

SOVL  

Sterlite Opportunities and Ventures Limited, a company incorporated in India  

Special items  

Items which derive from events and transactions that need to be disclosed separately by virtue of their 
size or nature  

SPM  

Suspended particulate matter. Fine dust particles suspended in air  

Sterling, GBP or £  

The currency of the United Kingdom  

Sterlite  

Sterlite Industries (India) Limited, a company incorporated in India  

Sterlite Energy Limited (SEL)  

Sterlite Energy Limited, a company incorporated in India  

Sterlite Gold  

Sterlite Gold Limited, a company incorporated in Canada which has its main subsidiary in Armenia 

Superannuation Fund  

A defined contribution pension arrangement providing pension benefits consistent with Indian market 
practices  

Sustaining Capital Expenditure  

Capital expenditure to maintain the Group’s operating capacity  

TCM  

Thalanga Copper Mines Pty Limited, a company incorporated in Australia  

TC/RC  

Treatment charge/refining charge being the terms used to set the smelting and refining costs  
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TGS  

Tail gas scrubber  

TGT  

Tail gas treatment  

TLP 

Tail Leaching Plan 

tpa  

Metric tonnes per annum  

TPM  

Tonne per month  

TSR  

Total shareholder return, being the movement in the Company’s share price plus reinvested dividends  

Turnbull Guidance  

The revised guidance on internal control for directors on the Combined Code issued by the Turnbull 
Review Group in October 2005  

Twin Star  

Twin Star Holdings Limited, a company incorporated in Mauritius 

Twin Star Holdings Group  

Twin Star and its subsidiaries and associated undertaking  

Underlying EPS  

Underlying earnings per ordinary share  

Underlying Profit  

Profit for the year after adding back special items and other gains and lossed and their resultant tax and 
Non-controlling interest effects  

US cents  

United States cents  

VAL  

Vedanta Aluminium  Limited, a company incorporated in India  

VFD  

Variable frequency drive  

VFJL  

Vedanta Finance (Jersey) Limited, a company incorporated in Jersey  
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Volcan  

Volcan Investments Limited, a company incorporated in the Bahamas  

VRCL  

Vedanta Resources Cyprus Limited, a company incorporated in Cyprus  

VRFL  

Vedanta Resources Finance Limited, a company incorporated in the United Kingdom  

VRHL  

Vedanta Resources Holdings Limited, a company incorporated in the United Kingdom  

VSS  

Vertical Stud Söderberg  

Water Used for Primary Activities  

Total new or make-up water entering the operation and used for the operation’s primary activities; 
primary activities are those in which the operation engages to produce its product  

WBCSD  

World Business Council for Sustainable Development  

ZCI  

Zambia Copper Investment Limited, a company incorporated in Bermuda  

ZCCM  

ZCCM Investments Holdings plc, a company incorporated in Zambia  
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CONDENSED CONSOLIDATED INCOME STATEMENT 
For the period ended 31 December 2010 

 (US $  million except as stated) Notes 

Nine months 
ended  

31 December 
2010

“Unaudited” 

 Nine months  
ended  

 31 December  
2009

“Unaudited”  

Year
ended

31 March
2010

“Audited” 

Revenue 3               7,649.5 5,150.3 7,930.5

Cost of sales              (5,569.2)             (3,830.2) (5,761.1)

Gross profit               2,080.3 1,320.1 2,143.8

Other operating income                     40.2                    55.9 87.8

Distribution costs                  (180.2)                 (105.3) (229.5)

Administrative expenses                  (272.4)                 (246.1) (294.8)

Special items 4                 (123.6)                   (63.9) (67.3)

Operating profit 3              1,544.3                 960.7 1,665.6

Investment revenues                   299.1                  193.8 272.8

Finance costs                  (371.2)                 (169.6) (236.6)

Other gains                   171.5                    28.7 139.8

Profit before taxation 3              1,643.7              1,013.6 1,841.6

Tax expense 5                 (359.4)                 (181.1) (330.4)

Profit for the period/year from continuing activities              1,284.3                 832.5 1,511.2

Attributable to:  

Equity holders of the parent                   488.4                  323.7 602.3

Non-controlling interests                   795.9                  508.8 908.9

                1,284.3                 832.5 1,511.2

Earnings per share  

Basic (US Cents) - Continuing operations 6a 179.4 118.1 219.6

Diluted (US Cents) – Continuing operations 6a 173.2 115.1 203.2
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME 
For the period ended 31 December 2010  

 (US $  million except as stated) 

Nine months  
ended  

         31 December  
2010 

“Unaudited” 

 Nine months  
ended  

 31 December  
2009  

“Unaudited” 

Year 
ended 

31 March 
2010 

“Audited” 

Profit for the period/year              1,284.3 832.5 1,511.2 

Income and expenses recognised directly in equity:    
Exchange differences arising on translation of foreign 
operations                 145.6  855.0 1,308.6 

Gain in fair value of available-for-sale financial assets                   84.6  108.5 111.1 
Gain in fair value of cash flow hedges deferred in 
reserves                   22.3  22.3 70.9 
Tax effects arising on cash flow hedges deferred in 
reserves                    (7.4) (7.7) (24.1) 

Total income recognised in equity 245.1 978.1 1,466.5 
Losses in fair value of cash flow hedges transferred to 
income statement                     3.8 35.5 56.8 
Tax effects arising on cash flow hedges transferred to 
income statement                    (1.2) (12.5) (19.2) 

Total transferred to the income statement                     2.6 23.0 37.6 

Total comprehensive income for the period/year              1,532.0 1,833.6 3,015.3 

Attributable to:    

Equity holders of the parent                 670.2 863.6 1,406.2 

Non-controlling interests                 861.8 970.0 1,609.1 
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CONDENSED CONSOLIDATED BALANCE SHEET 
At 31 December 2010 

 US $ million Notes 

                                  At  
     31 December 2010 

“Unaudited” 

                     At  
       31 December 2009 

“Unaudited” 

                       At 
31 March 2010 

“Audited” 

Assets     
Non-current assets     
Goodwill  12.2 12.2 12.2 
Property, plant and equipment  16,234.8            13,182.2  14,326.7 
Financial asset investments  320.2 159.9 201.2 
Other non-current assets  24.6 22.9 18.3 
Other financial assets (derivatives)  100.2 93.0 43.7 
Deferred tax assets  69.7 8.6 8.9 
   16,761.7 13,478.8 14,611.0 

Current assets     
Inventories  1,960.2 1,284.8 1,260.6 
Trade and other receivables  1,313.7 920.0 923.6 
Other current financial assets (derivatives)  18.0 156.5 10.4 
Liquid investments 8 6,722.3 6,292.2 6,849.4 
Cash and cash equivalents 8                  273.4 545.1 390.0 
Current tax assets  - 36.5 15.0 
   10,287.6 9,235.1 9,449.0 

Total assets  27,049.3 22,713.9 24,060.0 

Liabilities     
Current liabilities     
Short-term borrowings 8 (2,340.6)  (1,907.3) (1,012.6) 
Trade and other payables  (3,177.7)  (2,293.7) (2,559.2) 
Other current financial liabilities (derivatives)  (42.8)  (193.6) (38.5) 
Provisions  (16.2)  (24.7) (0.9) 
Current tax liabilities  (1.3)  - (71.7) 
   (5,578.6)  (4,419.3) (3,682.9) 

Net current assets  4,709.0 4,815.8 5,766.1 

Non-current liabilities     
Medium and long-term borrowings 8 (4,455.6) (3,665.0) (4,383.2) 
Convertible loan notes 8 (2,291.8) (2,623.2) (2,777.8) 
Trade and other payables  (178.3) (158.0) (306.4) 
Other financial liabilities (derivatives)  (80.8) (75.8) (44.7) 
Deferred tax liabilities  (1,203.7) (1,190.7) (1,209.3) 
Retirement benefits  (50.3)  (22.4) (36.6) 
Provisions  (192.6)  (147.4) (167.6) 
Non-equity Non-controlling interests  (11.9)  (11.9) (11.9) 
   (8,465.0)  (7,894.4) (8,937.5) 

Total liabilities  (14,043.6) (12,313.7) (12,620.4) 

Net assets  13,005.7 10,400.2 11,439.6 

Equity     
Share capital  29.6 28.9 29.6 
Share premium account  196.8 22.2 196.8 
Share-based payment reserves  38.9 23.8 25.5 
Convertible bond reserve  470.0 423.0 305.9 
Hedging reserve  44.5 (13.7) 27.8 
Other reserves  1,506.0 2,185.3 2,463.8 
Treasury shares  (556.9) (242.7) (428.9) 
Retained earnings  3,777.7 1,905.5 2,090.0 
Equity attributable to equity holders of the parent  5,506.6 4,332.3 4,710.5 
Non-controlling interests  7,499.1 6,067.9 6,729.1 
Total equity  13,005.7 10,400.2 11,439.6 
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT 
For the period ended 31 December 2010  

US $ million
Notes

Nine months 
ended 

31 December 
2010

“Unaudited” 

 Nine months  
ended  

 31 December  
2009

“Unaudited” 

Year
ended

31 March
2010

“Audited” 
Operating activities       
Profit before taxation 1,643.7 1,013.6 1,841.6 
Adjustments for: 
Depreciation 571.0 384.1 563.0 
Investment revenues (299.1) (193.8) (272.9) 
Finance costs, including foreign exchange 199.8 140.9 96.8 
Share-based payment charge  13.4 9.8 15.6 
Impairment of Assets 118.0 - 2.7 
Other non-cash items 33.2 233.2 43.1 
Operating cash flows before movements in working capital   2,280.0 1,587.8 2,288.2 
(Increase) in inventories (640.2) (288.9) (249.4) 
(Increase) /decrease in receivables (381.7) (71.7) 16.4 
(Decrease)/increase in payables 350.5 (87.4) 205.2 
Cash generated from operations  1,608.6 1,139.8 2,260.4 
Dividend received 117.9 102.9 142.7 
Interest income received 142.8 106.1 150.1 
Interest paid (476.0) (414.1) (455.3) 
Income taxes paid (521.8) (586.2) (407.8) 
Dividends paid (75.1) (70.5) (117.9) 
Net cash from operating activities 796.4 278.0 1,572.2 

Cash flows from investing activities 
Net Cash on Acquisition of subsidiary  (587.2) (300.5) (300.4) 
Purchases of property, plant and equipment (1,498.0) (1,785.2) (2,362.1) 
Proceeds on disposal of property, plant and equipment 8.4 - 12.1 
(Purchases)/Sale of liquid investments 8 215.1 (1,299.9) (1,663.4) 
(Purchase)/Sale of financial asset investments (27.7) 50.1 17.9 
Net cash used in investing activities (1,889.4) (3,335.5) (4,295.9) 
Cash flows from financing activities 
Issue of ordinary shares   - - 0.7 
Issue of depository receipts by subsidiary - 1,081.8 1,090.1 
Dividends paid to Non-controlling interests of subsidiaries (86.8) (66.7) (68.4) 
Purchases of treasury shares (128.0) (162.4) (348.6) 
Buyout of Non-controlling interest (119.3) (127.8) (189.7) 
Increase /(decrease) in short term borrowings 8 1,277.9 544.4 (360.6) 
(Decrease)/ increase in long-term borrowings 8 (32.5) 2,050.8 2,859.0 
Net cash from financing activities  911.3 3,320.1 2,982.5 
Net (decrease)/increase in cash and cash equivalents 8 (181.7) 262.6 258.8 
Effect of foreign exchange rate changes 8 65.1 (98.0) (249.3) 
Cash and cash equivalents at beginning of period/year 8 390.0 380.5 380.5 

Cash and cash equivalents at end of period/year 8 273.4 545.1 390.0
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY  
For the period ended 31 December 2010  (“Unaudited”) 

  Attributable to equity holders of the Company 
 

    

US $ million 
Share 

capital 
Share 

premium 
Treasury 
Shares 

Share 
based 

payment 
reserves 

Convertible 
bond reserve 

Hedging 
reserve 

Other 
reserves* 

Retained 
earnings Total 

Non-
controlling 

Interests 
Total 

equity 

At 1 April 2010 
 

29.6 196.8 (428.9) 25.5 305.9 27.8 2,463.8 2,090.0 4,710.5 6,729.1 11,439.6 
Total 
Comprehensive 
income for the 
period 

 
- - - - - 16.7 165.1 488.4 670.2 861.8 1,532.0 

Issue of 
Convertible 
Bond**** 

 
- - - - 211.6 

 
- - - 211.6 - 211.6 

Convertible 
Bond Transfer 

 
- - - - (47.5) 

 
- - 47.5 - - - 

Conversion of 
convertible 
bond 

 
- - - - 

 
- - - 164.9 164.9 53.3 218.2 

Transfers ** 
 

- - - - 
 

- - (1,122.9) 1,122.9 - - - 

Dividends paid  
 

- - - - 
 

- - - (75.1) (75.1) (86.8) (161.9) 
Purchase of 
Treasury 
Shares*** 

 
- - (128.0) 

 
- - - - - (128.0) - (128.0) 

Additional 
Investment in 
Subsidiaries 

 
- - - 

 
- - - - (60.9) (60.9) (58.3) (119.2) 

Recognition of 
share based 
payment 

 
- - - 13.4 - - - - 13.4 - 13.4 

At 31 December 
2010 

 
29.6 196.8 (556.9) 38.9 470.0 44.5 1,506.0 3,777.7 5,506.6 7,499.1 13,005.7 

 
* Other reserves comprise the currency translation reserve, merger reserve, investment revaluation reserve and the general reserves established in the 
statutory accounts of the Group’s Indian subsidiaries.  
 
** Under Indian law, a general reserve is created through a year-on-year transfer from the income statement. The purpose of these transfers is to ensure that 
distributions in a year are less than the total distributable results for that year. This general reserve becomes fully distributable in future periods.  The 
transfer is to reflect the general reserve at the cumulative amount attributable to the equity holder’s of the parent, offset by the current period transfer of 
$305.0 million.    
 
***Includes buy back of $ 66.4 million made by an independent company Gorey Investments Ltd., funded by a wholly owned subsidiary of Vedanta. 
 
****This relates to the recognition of the equity component of the $ 883 million convertible bond on the removal of the cash settlement option of 28 July 2010. 
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED) 
For the period ended 31 December 2009 (“Unaudited”) 

  Attributable to equity holders of the Company 
 

    

US $ million 
Share 

capital 
Share 

premium 
Treasury 
Shares 

Share based 
payment 
reserves 

Convertible 
bond reserve 

Hedging 
reserve 

Other 
reserves* 

Retained 
earnings Total 

Non-
controlling 

Interests 
Total 

equity 

At 1 April 2009 28.9 21.1 (80.3) 14.0 111.5 (39.6) 1,168.9 1,888.1 3,112.6 4,458.7 7,571.3 
Total 
Comprehensive 
income for the 
period - - - - - 25.9 514.0 323.7 863.6 970.0 1,833.6 
Issue of 
depository 
receipts by 
subsidiary*** - - - - - - - 298.2 298.2 783.6 1,081.8 
Issue of 
Convertible 
Bond - 1.1 - - 330.2 - - - 331.3 - 331.3 
Conversion of 
convertible 
bond - - - - (0.2) - - - (0.2) - (0.2) 
Convertible 
bond transfer - - - - (18.5) - - 18.5 - - - 

Transfers ** - - - - - - 502.4 (502.4) - - - 

Dividends paid  - - - - - - - (70.5) (70.5) (66.7) (137.2) 

Purchase of 
Treasury Shares - - (162.4) - - - - - (162.4) - (162.4) 
Additional 
Investment in 
Subsidiaries - - - - - - - (50.1) (50.1) (77.7) (127.8) 
Recognition of 
share based 
payment - - - 9.8  - - - 9.8 - 9.8 

At 31 December 
2009 28.9 22.2 (242.7) 23.8 423.0 (13.7) 2,185.3 1,905.5 4,332.3 6,067.9 10,400.2 

 
 
* Other reserves comprise the currency translation reserve, merger reserve, investment revaluation reserve and the general reserves established in the 
statutory accounts of the Group’s Indian subsidiaries.  
 
** Under Indian law, a general reserve is created through a year-on-year transfer from the income statement. The purpose of these transfers is to ensure that 
distributions in a year are less than the total distributable results for that year. This general reserve becomes fully distributable in future periods. 
 
***In June 2009, Sterlite raised US$ 1081.8 million via the issuance of American Depository Receipts. This resulted in a reduction of Vedanta’s shareholding 
in Sterlite from 61.35% to 56.62%. This reduction has not resulted in any change in control and hence Sterlite continues to be consolidated in Vedanta’s 
consolidated financial statements. This reduction has been accounted in Vedanta’s consolidated financial statement as an equity transaction. The carrying 
amount of the Non-controlling interest has been adjusted to reflect the change in Vedanta’s interest in Sterlite’s net assets. The difference between the 
amount by which the Non-controlling interest is adjusted and the net consideration received of $ 298.2 million is recognised directly in equity and attributed 
to equity holders of Vedanta. 
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED) 
For the year ended 31 March 2010 (“Audited”) 

  Attributable to equity holders of the Company 
 

    

US $ million 
Share 

capital 
Share 

premium 
Treasury 
Shares 

Share 
based 

payment 
reserves 

Convertible 
bond 

reserve 
Hedging 

reserve 
Other 

reserves* 
Retained 
earnings Total 

Non-
controlling 

interests 
Total 

equity 

At 1 April 2009 
  

 28.9 
 

21.1 
 

(80.3) 
 

14.0 
 

111.5 
 

(39.6) 
 

1,168.9 
 

1,888.1 
 

3,112.6 
 

4,458.7 
 

7,571.3 
Total 
Comprehensive 
income for the 
period 

 
- - - - - 67.4         736.5 602.3 1,406.2 1,609.1 3,015.3 

Issue of 
depository 
receipts by 
subsidiary*** 

 
- - - - - - - 300.1 300.1 790.0 1,090.1 

Issue of 
Convertible 
Bond 

 
- - - - 330.2 - - - 330.2 - 330.2 

Conversion of 
convertible 
bond 0.7 175.7 - - (109.5) - - 42.2 109.1 32.6 141.7 

Exercise of  
LTIP /STIP 
awards  

 
- - - (4.1) - - - 4.1 - - - 

Convertible 
bond transfer - - - - (26.3) - - 26.3 - - - 

Transfers ** - - - - - - 558.4 (558.4) - - - 

Dividends paid  - - - - - - - (117.9) (117.9) (68.4) (186.3) 
 
Purchase of 
Treasury Shares 
 

 
- - (348.6) - - - - - (348.6) - (348.6) 

Additional 
Investment in 
Subsidiaries 

 
- - - - - - - (96.8) (96.8) (92.9) (189.7) 

Recognition of 
share based 
payment 

 
- - - 15.6 - - - - 15.6 - 15.6 

At 31 March 
2010 

 
29.6 196.8 (428.9) 25.5 305.9 27.8 2,463.8 2,090.0 4,710.5 6,729.1 11,439.6 

 
* Other reserves comprise the currency translation reserve, merger reserve, investment revaluation reserve and the general reserves established in the 
statutory accounts of the Group’s Indian subsidiaries.  
 
** Under Indian law, a general reserve is created through a year-on-year transfer from the income statement. The purpose of these transfers is to ensure that 
distributions in a year are less than the total distributable results for that year. This general reserve becomes fully distributable in future periods. 
 

***In June 2009, Sterlite raised US$ 1081.8 million via the issuance of American Depository Receipts. This 
resulted in a reduction of Vedanta’s shareholding in Sterlite from 61.35% to 56.62%. This reduction has not 
resulted in any change in control and hence Sterlite continues to be consolidated in Vedanta’s 
consolidated financial statements. This reduction has been accounted in Vedanta’s consolidated financial 
statement as an equity transaction. The carrying amount of the Non-controlling interest has been adjusted 
to reflect the change in Vedanta’s interest in Sterlite’s net assets. The difference between the amount by 
which the Non-controlling interest is adjusted and the net consideration received of $ 298.2 million is 
recognised directly in equity and attributed to equity holders of Vedanta. 
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Notes to the financial information 

1. Basis of preparation 

The financial information in this interim financial report is prepared under International Financial Reporting 
Standards (‘IFRS’) as adopted by the European Union. The interim condensed consolidated financial 
information for the period ended 31 December 2010 does not constitute statutory accounts as defined in 
Section 434 of the Companies Act 2006. 

The financial information for the full preceding financial year has been derived from the statutory accounts 
for the financial year ended 31 March 2010 as filed with the Registrar of Companies. The auditors’ report on 
the statutory accounts for the year ended 31 March 2010 was unqualified, did not draw attention by way of 
emphasis of matter  and did not contain statements under section 498(2) (regarding adequacy of accounting 
records and returns) or under section 498(3) (regarding provision of necessary information and explanations) 
of the Companies Act 2006. 

The financial information prepared under IFRS in respect of the nine months ended 31 December 2010 is 
unaudited but has been reviewed by the auditor and their report is set out on page 25. 

This interim financial report for the nine months ended 31 December 2010 is unaudited and has been 
prepared in accordance with International Accounting Standard (IAS) 34 ‘Interim Financial Reporting’ as 
adopted by the EU.  

The financial statements represent a “condensed set of financial statements” as referred to in the UK 
Disclosure and Transparency Rules issued by the Financial Services Authority. Accordingly, they do not 
include all of the information required for a full annual report and are to be read in conjunction with the most 
recent annual financial report. 

The Company published full financial statements that comply with IFRS as adopted by the European Union 
for the year ended 31 March 2010.    

The condensed set of financial statements included in the interim financial report has been prepared using 
the going concern basis of accounting. 

2. Accounting policies

This interim financial report, including all comparatives, has been prepared using the same accounting 
policies and methods of computation as followed in the annual financial statements for the year ended 
31 March 2010 as published by the Company.  

The accounting policies applied are consistent with those adopted and disclosed in the Group’s financial 
statements for the year ended 31 March 2010 with the exception of adoption of IAS 27 (Revised) Consolidated 
and Separate Financial Statements. 

We have reclassified the prior year income statement to reflect the depreciation charge associated with 
administration and distribution activities that was  previously included in cost of sales. 

Adoption of New Standards 
In the current financial period Group has adopted  the following new standards: 

IAS 27 (Revised) – Consolidated and Separate financial statements. IAS 27 (Revised) requires the effect of 
all transactions with non-controlling interests to be recognised in equity where there is no change in control.  

The Company adopted an amendment to IAS 27 “Consolidated and Separate Financial Statements” on 1 
April 2010. This requires that when a transaction occurs with non-controlling interests in company entities 
that do not result in a change in control, the difference between the consideration paid or received and the 
recorded non-controlling interest should be recognised in equity. Cash flows related to such transactions are 
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to be reported within financing activities in the statement of cash flows. Previously these were presented as 
investing activities. Comparative information has been reclassified. In addition the amounts paid for the 
purchases of treasury shares previously presented in net cash used in investing activities are now presented 
in net cash from financing activities.  Comparative information has been reclassified. 

The adoption of the revised standard has  resulted in reference to minority interests being amended to non-
controlling interests. There has been no additional impact on the Group apart from the items described 
above.

Other amendments to accounting standards or new intepretations issued by International Accounting 
Standards Board, which were applicable from 1 April 2010, do not have an impact on the Group. 

Foreign Exchange Rates 

The following exchange rates to US dollar ($) have been applied: 

Average 
 rate for nine 
months ended 
31 December 
2010 

Average  
rate for nine 
months ended 
31 December 
2009 

Average rate 
for year 
ended 31 
March 2010 

As at 31 
December 
2010 

As at 31 
December 
2009 

As at 
31 
March 
2010 

       
Indian rupee 45.68 47.90 47.42 44.81 46.68 45.14 
Australian dollar 1.10 1.20 1.17 0.98 1.11 1.09 

3. Segmental Reporting 

The Group’s primary format for segmental reporting is based on business segments. The business segments 
consist of aluminium, copper, zinc, iron ore and energy with residual components being reported as “Other”. 
Business segment data includes an allocation of certain corporate costs, allocated on an appropriate basis. The 
risks and returns of the Group’s operations are primarily determined by the nature of the different activities 
in which the Group is engaged. Inter-segment sales are charged based on prevailing market prices. The 
Group’s activities are organised on a global basis.  

The Group’s reportable segments under IFRS 8 are as follows: 

- Aluminium  
- Copper-India/Australia 
- Copper-Zambia 
- Zinc
- Iron Ore 
- Energy

The Energy segment includes the sales of surplus power from Captive Power Plants for which the related 
asset carrying values are located within the other business segments.  

Management monitors the operating results of reportable segments for the purpose of making decisions 
about resources to be allocated and for assessing performance. Segment performance is evaluated based on 
the EBITDA of each segment.  

The following tables present revenue and profit information and certain asset and liability information 
regarding the Group’s reportable segments for the nine months ended 31 December 2010 and 
31 December 2009 and for the year ended 31 March 2010. Items after operating profit are not allocated by 
segment.
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(a) Reportable segments 
 

Period ended  31 
December 2010 Continuing Operations 

  

US $ million Aluminium 

 
 

Copper-
India/ 

Australia  
Copper-
Zambia Zinc Iron Ore  Energy 

Elimination
/Others 

  

Total 
Operations 

REVENUE          

Sales to external 
customers            1,092.1  

   
2,345.5  

   
1,275.5  

   
1,483.4      1,196.7  

   
256.3                    -   

   
7,649.5  

Inter-segment sales                   1.4  
   

0.0  
   

60.8  
   

-              0.9  
   

-               (63.1) 
   

-   

Segment revenue            1,093.5  
   

2,345.5  
   

1,336.3  
   

1,483.4      1,197.6  
   

256.3              (63.1) 
   

7,649.5  

RESULT          

EBITDA (1) 155.0 160.4 317.3 797.4 712.9 108.1 (12.2) 2,238.9 

Depreciation 
   

       (166.3)          (32.9) 
   

(99.5) 
   

(82.6) 
   

(176.1) 
   

(15.0)              1.4  (571.0) 
Segment result before 
special items 

   
(11.3) 

   
127.5  

   
217.8  

   
714.8         536.8  

   
93.1  

   
(10.8)   

   
1,667.9  

Special items (note 4) 
   

(0.9) 
   

-   
   

-   
   

(4.7)      (118.0) 
   

-                     -   
   

(123.6) 
Segment result after 
special items 

   
(12.2) 

   
127.5  

   
217.8  

   
710.1         418.8  

   
93.1            (10.8)   

   
1,544.3  

Net finance income        
   

99.4  
PROFIT BEFORE 
TAXATION        

   
1,643.7  

Tax expense        
   

(359.4) 

PROFIT AFTER 
TAXATION        

   
1,284.3  

Segments Assets            8,621.8  
   

3,125.7  
   

2,235.4  
   

6,043.0      4,358.4  
   

2,081.0                    -   
   

26,465.3  

Unallocated Assets        
   

584.0  

TOTAL  ASSETS        
   

27,049.3  

                  

         
 
(1) EBITDA being Earnings before interest, taxation, depreciation and amortisation, and special items. 
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3. Segmental Reporting (continued) 
 
 
Period ended  31 
December 2009  Continuing Operations 

 

US $ million Aluminium 

Copper-
India/ 

Australia 
Copper-
Zambia Zinc Iron Ore Energy 

Elimination/
Others 

 
Total 

Operations 
REVENUE         
Sales to external 
customers 461.1 1,960.5 675.3 1,120.2 704.6 228.6 - 5,150.3 
Inter-segment sales 1.4 - 19.2 - 0.8 - (21.4) - 

Segment revenue            462.5 
   

1,960.5  
   

694.5 
   

1,120.2 
   

705.4      228.6 (21.4) 5,150.3 
RESULT         
EBITDA 69.3 108.7 103.9 654.9 346.1 127.4 (1.6) 1,408.7 

Depreciation          (57.3) 
   

(32.7) 
   

(86.8) 
   

(44.2) 
   

(149.5) 
   

(14.3)              0.7  (384.1) 
Segment result before 
special items 12.0 76.0 17.1 610.7 196.6 113.1 (0.9) 1,024.6 
Special items (note 4) (4.9) (57.0) - - - (2.0) - (63.9) 
Segment result after 
special items 7.1 19.0 17.1 610.7 196.6 111.1 (0.9) 960.7 
Net finance income        52.9 
PROFIT BEFORE 
TAXATION        1,013.6 
Tax expense        (181.1) 
PROFIT AFTER 
TAXATION        832.5 
         

Segments Assets           6,951.4 
   

3,847.2 
   

2,036.5 
   

4,144.8 
   

3,680.3    1,713.0 -      22,373.2 
Unallocated Assets                 340.7 
TOTAL  ASSETS             22,713.9 
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3. Segmental Reporting (continued) 
 
Year ended  31 March 
2010 Continuing Operations 

 

US $ million 
Aluminiu

m 

Copper-
India/ 

Australia 
Copper-
Zambia Zinc Iron Ore Energy 

Elimination/
Others 

Total 
Operations 

REVENUE         
Sales to external 
customers 914.2 2,741.4 1,070.8 1,651.7 1,221.7 330.7 - 7,930.5 
Inter-segment sales 1.6 - 12.9 - 0.8 - (15.3) - 
Segment revenue 915.8 2,741.4 1,083.7 1,651.7 1,222.5 330.7 (15.3) 7,930.5 
RESULT         
EBITDA 154.9 165.9 151.8 982.8 673.0 170.7 (3.2) 2,295.9 

Depreciation          (99.6)          (42.3) 
   

(119.3) 
   

(64.4) 
   

(217.3) 
   

(21.2)              1.1  (563.0) 
Segment result before 
special items 55.3 123.6 32.5 918.4 455.7 149.5 (2.1) 1,732.9 
Special items (note 4) (4.9) (57.7) - - (2.7) (2.0) - (67.3) 
Segment result after 
special items 50.4 65.9 32.5 918.4 453.0 147.5 (2.1) 1,665.6 
Net Finance Income        176.0 
PROFIT BEFORE 
TAXATION        1,841.6 
Tax expense        (330.4) 
PROFIT AFTER 
TAXATION        1,511.2 
         
Segments Assets 7,590.2 2,921.8 2,065.2 4,488.0 4,078.5 1,964.5  23,108.2 
Unallocated Assets        951.8 
TOTAL  ASSETS        24,060.0 
         
 
 
Segment result after special items 
 

 
 
 
 US $ million 

Nine months  
ended  

   31 December  
2010 

 Nine months  
ended  

 31 December  
2009 

Year 
ended 

31 March 
2010 

Aluminium 155.0 69.3 154.9 
Copper 477.7 212.6 317.7 
- India/Australia 160.4 108.7 165.9 
- Zambia 317.3 103.9 151.8 
Zinc 797.4 654.9 982.8 
Iron Ore 712.9 346.1 673.0 
Energy 108.1 127.4 170.7 
Other (12.2) (1.6) (3.2) 
EBITDA 2,238.9 1,408.7 2,295.9 
Depreciation (571.0) (384.1) (563.0) 
Special items (123.6) (63.9) (67.3) 
Segment result after special items 1,544.3 960.7 1,665.6 
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4. Special items 
 

 
 
 
 US $ million 

Nine months  
ended  

   31 December  
2010 

 Nine months  
ended  

 31 December  
2009  

Year 
ended 

31 March 
2010 

Voluntary retirement schemes (5.5) (6.8) (6.9) 
Asarco transaction costs* - (57.1) (57.7) 
Impairment of mining reserves** (118.1) - (2.7) 
 (123.6) (63.9) (67.3) 

* Asarco transaction costs include the loss of a $50 million deposit used as security for a letter of credit 
which has been encashed by the counterparty. 
** The impairment of mining reserves relates to mines at Sesa Goa operated on a lease basis which have expired and have not been 
renewed. 
 
 
5. Income tax expense 
 

 
 
 
 US $ million 

Nine months  
ended  

   31 December  
2010 

 Nine months  
ended  

 31 December  
2009  

Year 
ended 

31 March 
2010 

Current tax:    

Foreign tax:    

 - India 419.8 227.0 

 
 

404.1 
 
- Zambia - - 0.1 
 
- Australia 19.0 10.6 

 
20.3 

 
- Others 20.9 15.2 

 
4.9 

 459.7 252.8 429.4 

Deferred tax:    
 
Current-year movement in deferred tax (100.3) (71.7) 

 
(99.0) 

 (100.3) (71.7) (99.0) 

Total income tax expense 359.4 181.1 330.4 
 
Effective tax rate 21.8% 18.0% 

 
17.9% 

 
 
6. Earnings per share 
 
(a) Basic earnings per share amounts are calculated by dividing net profit for the period attributable to 
ordinary equity holders of the parent by the weighted average number of Ordinary Shares outstanding 
during the period. 
 
Diluted earnings per share amounts are calculated by dividing the net profit attributable to ordinary 
shareholders by the weighted average number of Ordinary Shares outstanding during the period (adjusted 
for the effects of dilutive options and convertible loan notes). 
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The following reflects the income and share data used in the basic and diluted earning per share 
computations: 

 

 
Basic earnings per share on the profit for the period/year 
 

 
Diluted earnings per share on the profit for the period/year 
 

 
Profit for the period would be diluted if holders of the convertible bonds in Vedanta exercised their right to 
convert their bond holdings into Vedanta equity. The impact on profit for the period of this conversion 
would be the interest payable on the convertible bond. 
 
The outstanding awards under the Long-Term Incentive Plan (‘LTIP’) are reflected in the diluted EPS figure 
through an increased number of weighted average shares. 
 
There have been no other transactions involving Ordinary Shares or potential Ordinary Shares since the 
reporting date and before the completion of this financial information. 

 
 
 
 US $ million 

Nine months  
ended  

   31 December  
2010 

 Nine months  
ended  

 31 December  
2009  

Year 
ended 

31 March 
2010 

Net profit attributable to equity holders of the parent  488.4 323.7 602.3 

 
 
 
US $ million 

Nine months  
ended  

   31 December  
2010 

 Nine months  
ended  

 31 December  
2009  

Year 
ended 

31 March 
2010 

Weighted average number of Ordinary Shares for 
basic earnings per share 272.2 274.0 

 
274.3 

Effect of dilution:    

Convertible bonds 34.2 27.8 46.7 
Share options 2.9 3.8 3.7 

Adjusted weighted average number of Ordinary 
Shares for diluted earnings per share 309.3 305.6 

 
324.7 

 
 
 
  

Nine months  
ended  

   31 December  
2010 

 Nine months  
ended  

 31 December  
2009  

Year 
ended 

31 March 
2010 

Profit for the period/year attributable to equity 
holders of the parent ($ million) 488.4 323.7 

 
602.3 

Weighted average number of Ordinary Shares of the 
Company in issue (million) 272.2 274.0 

 
274.3 

Earnings per share on profit for the period/year 
(US cents per share) 179.4 118.1 

 
219.6 

 
 
 
 US $ million 

Nine months  
ended  

   31 December  
2010 

 Nine months  
ended  

 31 December  
2009  

Year 
ended 

31 March 
2010 

Profit for the period/year attributable to equity 
holders of the parent ($ million) 488.4 323.7 

 
602.3 

Adjustment in respect of convertible bonds of 
Vedanta ($ million) 47.3 28.2 

 
57.6 

Profit for the period/year after dilutive adjustment  535.7 351.9 659.9 
Adjusted weighted average number of Ordinary 
Shares of the Company in issue for basic EPS 
(million) 309.3 305.6 

 
324.7 

Diluted earnings per share on profit for the 
period/year (US cents per share) 173.2 115.1 

 
203.2 
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(b) Earnings per Share Based on Underlying Profit for the period/year 
 
The Group’s Underlying Profit is the attributable profit for the period/year after adding back special items, 
exchange (gains)/losses on borrowings and capital creditors and their resultant tax and Non-controlling 
interest effects: 
 

 
 Basic earnings per share on Underlying Profit for the period/year 
 

 
 
 
 US $ million 

Nine months  
ended  

   31 December  
2010 

 Nine months  
ended  

 31 December  
2009  

Year 
ended 

31 March 
2010 

Underlying profit for the period/year ($ million) 413.5 313.4 546.5 
Weighted average number of Ordinary Shares of the 
Company in issue (million) 272.2 274.0 

 
274.3 

Earnings per share on Underlying Profit for the 
period/year (US cents per share) 151.9 114.4 

 
199.2 

 
 
Diluted earnings per share on Underlying Profit for the period/year 
 

 
 
 
 US $ million 

Nine months  
ended  

   31 December  
2010 

 Nine months  
ended  

 31 December  
2009  

Year 
ended 

31 March 
2010 

Underlying profit for the period/year ($ million) 413.5 313.6 546.5 
Adjustment in respect of convertible bonds of  
Vedanta ($ million) 47.3 28.2 

   
57.6 

 
Underlying profit for the year after dilutive  
adjustment ($ million) 460.8 341.8 

 
 

604.1 
 
Adjusted weighted average number of shares of the  
Company (million) 309.3 305.6 

 
 

324.7 
 
Diluted earnings per share on Underlying Profit 
for the year (US cents per share) 149.0 111.8 

 
 

186.0 

 
 
 
 
 

 
 
 
 US $ million 

Nine months  
ended  

   31 December  
2010 

 Nine months  
ended  

 31 December  
2009  

Year 
ended 

31 March 
2010 

Profit for the period/year attributable to equity 
holders of the parent 488.4 323.7 

 
602.3 

Special items 123.6 51.1 67.3 

Other (gains)– net of tax (171.5) (37.6) 
 

(139.9) 
Non-controlling interest effect of special items and 
exchange losses 27.0 (23.8) 

 
16.8 

Underlying Profit for the period/year 413.5 313.4 546.5 
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7. Dividends 
 

 
 
 
US $ million 

Nine months  
ended  

   31 December  
2010 

 Nine months  
ended  

 31 December  
2009  

Year 
ended 

31 March 
2010 

Amounts paid as distributions to equity holders:    
Final dividend paid 

   Final dividend 2009-10 : 27.5 US cents per share 
   Final Dividend 2008-09 : 25.0 US cents per share 

 

 
75.1 

- 

 
- 

70.2 
- 

70.2 

 
Interim dividend paid 

   Interim Dividend 2009-10 : 17.5 US cents per share 
 

 
 

- 

 
 

- 
 

47.7 

Total 75.1 70.2 117.9 
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8. Movement in net debt (1)  
 

 
 

 
  

Debt due within one 
year Debt due after one year   

US $  million 

Cash and 
cash 

equivalents 
Liquid 

investments 

Debt 
carrying 

value 
Debt-related 
derivatives(2) 

Debt 
carrying 

value 
Debt-related 
derivatives(2) 

Total net 
(debt)/cash 

At 1 April 2010 390.0 6,849.4 (1,012.6) (0.9) 
   

(7,161.0)               (12.1)          (947.2) 

Cash flow  (181.7) (215.1) (1,277.9)  
   

32.5         (1,642.2) 
Acquisition of Subsidiaries - - - - - - - 
Reclassification due to covenant 
test - 

- - - - - - 

Other non-cash changes(3)  40.6 (23.0) 0.3 
   

397.5                12.1            427.5 

Foreign exchange differences 65.1 47.4 (27.1)  
   

(16.4)               69.0 

As at 31 December 2010 273.4 6,722.3 (2,340.6) (0.6) (6,747.4)                 -       (2,092.9) 

 
 
 

 
  

Debt due within one 
year Debt due after one year   

US $  million 

Cash and 
cash 

equivalents 
Liquid 

investments 

Debt 
carrying 

value 
Debt-related 
derivatives(2) 

Debt carrying 
value 

Debt-related 
derivatives(2) 

Total net 
(debt)/cash 

At 1 April 2009 380.5 4,532.1 (1,298.5) 8.4 (3,816.4) (6.9) (200.8) 
Cash flow  262.6 1,299.9 (544.4) - (2,050.8)  (1,032.6) 
Other non-cash changes(3) - 25.1   (321.0)  (295.9) 
Foreign exchange differences (98.0) 435.1 (64.4)  (100.0)  172.7 

As at 31 December 2009 545.1 6,292.2 (1,907.3) 8.4 (6,288.2) (6.9) (1,356.6) 

 
 

  

 

  Debt due within one year Debt due after one year   

US $ million 

Cash and 
cash 

equivalents 

Liquid 
investments 
 

Debt 
carrying 

value 
Debt-related 
derivatives(2) 

Debt carrying 
value 

Debt-related 
derivatives(2) 

Total Net 
(Debt)/ 

Cash 

At 1 April 2009 380.5 4,532.1 (1,298.5) 8.4 (3,816.4) (6.9) (200.8) 

Cash flow 258.8 1,663.4 360.6 - (2,859.0) - (576.2) 
Acquisition of Subsidiaries - - (12.4) - - - (12.4) 

Other non-cash changes(3) - 27.6 25.0 (9.3) (351.7) (5.1) (313.5) 
Foreign exchange differences (249.3) 626.3 (87.3) - (133.9) - 155.8 

At 31 March 2010 390.0 6,849.4 (1,012.6) (0.9) (7,161.0) (12.0) (947.1) 
 
 
(1) Net debt being total debt after fair value adjustments under IAS 32 and 39 as reduced by cash and cash equivalents and liquid 
investments. 
(2) Debt-related derivatives exclude commodity-related derivative financial assets and liabilities. 
(3) Other non-cash changes comprised $ 104.0 million (March 2010: $ 326.7 million, December 2009: $ 628.5 million) of project buyers 
credit obtained from banks , for which there is no cash movement as it represents the re-financing of amounts previously owed to 
suppliers. It also includes $ 211.6 million of non cash movement relating to the equity portion of the $ 883 million convertible bond.  
It also includes $40.6 million (March 2010 : $ 27.6 million, December 2009 : $ 25.1 million) of fair value movement in liquid 
investments. A movement of $ 12.1 million (March 2010 : $ 14.4 million, December 2009 : $ Nil million) which pertains to fair value 
of debt related derivatives is also included in other non-cash changes. 
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9. Business Combinations  
 
On 3 December 2010 Vedanta Resources plc through its subsidiary THL Zinc Limited, acquired 100% equity 
of Anglo Base Namibia Holdings (Pty) Ltd which is the holding co. of the Skorpion Namibian assets for a 
total consideration of $ 706.7 million. The operating and financial results of Skorpion Zinc, Namibia have 
been consolidated effective from 3 December 2010, which was the date of acquisition.  Skorpion Zinc, 
Namibia is invloved in mining and smelting of zinc. 
 
The fair value of the identifiable assets and liabilities of Skorpion Zinc, Namibia as at the date of the 
acquisition were provisionally estimated as follows: 
 
 
$ million 

Book value Fair value 
adjustments 

Provisional 
Fair value 

Assets    
Non-current assets    
Property, plant and equipment 301.8 313.3 615.1 
Financial assets investments 5.0 (2.0) 3.0 
 306.8 311.3 618.1 
Current assets    
Inventories 48.3 5.0 53.3 
Trade and other receivables 3.9 - 3.9 
Cash and cash equivalents 119.5 - 119.5 
 171.7 5.0 176.7 
Liabilities    
Current liabilities     
Trade and other payables (21.6) - (21.6) 
 (21.6) - (21.6) 
Non-current liabilities    
Deferred tax liabilities (14.6) (19.8) (34.4) 
Provisions (32.1) - (32.1) 
 (46.7) (19.8) (66.5) 
Net assets 410.2 296.5 706.7 
    
Satisfied by:    
Cash consideration paid   706.7 
 
Since the date of acquisition, Skorpion Zinc has contributed $29.2 million to the revenue and $2.2 million to 
the net profit of the Group for the nine months ended 31 December 2010. If Skorpion Zinc had been acquired 
at the beginning of the year, the revenue of the Group would have been $228.3 million higher and the net 
profit of the Group would have been $61.8 million higher. 
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10. Other disclosures 
 
Capital commitments 
 
Contractual commitments to acquire fixed assets were $4,552.6 million at 31 December 2010 (31 March 2010: 
$4,065.4 million, 31 December 2009: $3,937.3 million). 
 
Contingent liabilities and guarantees 
A summary of the most significant matters is set out below: 
 
Guarantees 
As at 31 December 2010, $201.6 million of guarantees had been issued to banks in the normal course of 
business (31 March 2010:  $133.3 million, 31 December 2009:  $173.2 million). The Group has also entered into 
guarantees advanced to the customs authorities in India of $1255.3 million (31 March 2010:  $908.3 million, 31 
December 2009: $861.4 million) relating to payment of import duty. 
 
Export Obligations 
The Indian entities of the Group have export obligations of $6,361.9 million (31 March 2010:  $5,091.2 million, 
31 December 2009: $3,766.5 million) over eight years, on account of concessional rates of import duty paid on 
capital goods under the Export Promotion Capital Goods Scheme laid down by the Government of India. In 
the event of the Group’s inability to meet its obligations, the Group’s liability would be $895.2 million (31 
March 2010: $723.0 million, 31 December 2009: $532.7 million) reduced in proportion to actual exports.  
 
This liability is backed by a bond executed in favour of the customs department amounting to $1,635.2 
million (31 March 2010:  $958.2 million, 31 December 2009: $904.1 million). 
 
Guarantees to Suppliers 
The Group has given corporate guarantees to certain suppliers of concentrate. The value of these guarantees 
was $120.0 million at 31 December 2010 (31 March 2010: $170.0 million, 31 December 2009: $170.0 million). 
 
Miscellaneous Disputes  
The Indian excise and related indirect tax authorities have made several claims against the Group companies 
for additional excise and indirect duties. The claims mostly relate either to the assessable values of sales and 
purchases or to incomplete documentation supporting the companies’ returns. 
 
The approximate value of claims against these companies total $563.3 million (31 March 2010: $380.4 million, 
31 December 2009: $364.2 million) of which $5.6 million (31 March 2010: $10.4 million, 31 December 2009: $5.4 
million) is included as a provision in the balance sheet as at 31 December 2010. In the view of the Directors, 
there are no significant unprovided liabilities arising from these claims. 
 
Related party transactions 
 
The information below sets out transactions and balances between the Group and various related parties for 
the period. These related parties include Sterlite Technologies Limited (‘STL’), which is related by virtue of 
having the same controlling party as the Group, namely Volcan.  
 
The tables below set out transactions with related parties that occurred in the normal course of trading. 
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10. Other disclosures (continued) 

 

Related party transactions (continued) 
 
STL 

US $ million 

Nine months  
ended   

31 December  
2010 

 Nine months  
ended  

 31 December  
2009  

Year 
ended 

31 March 
2010 

    
Sales to STL 102.2 105.8 165.0 
Reimbursement of expenses 0.1 0.1 0.1 
Net Interest Received - - 0.1 
Amounts receivable at period/year end 13.0 15.3 4.4 

 
 
Other transactions with STL 
 
Pursuant to the terms of the Shared Services Agreement dated 5 December 2003 entered into by the 
Company, Sterlite and STL, the Company and Sterlite provided various commercial services in relation to 
STL’s businesses on an arm’s length basis and at normal commercial terms. For the nine months ended 31 
December 2010, the commercial services provided to STL were performed by certain senior employees of 
the Group on terms set out in the Shared Services Agreement.  The services provided to STL during the 
nine months ended 31 December 2010 amounted to NIL (31 March 2010: $ 27,154, 31 December 2009: 
$20,770.2). 
 
Sterlite Foundation 
 
During the period ended 31 December 2010, $1.4 million was paid to Sterlite Foundation (31 December 
2009: $0.4 million, 31 March 2010: $1.1 million).  
 
The Sterlite Foundation is a registered not-for-profit entity engaged in computer education and other 
related social and charitable activities. The major activity of the Sterlite Foundation is providing 
computer education for disadvantaged students. The Sterlite Foundation is a related party as it is 
controlled by members of the family of the Chairman, Mr. Anil Agarwal. 
 
Sesa Community Foundation Limited 
 
During the period, $0.5 million (31 December 2009: $0.5 million, 31 March 2010: $0.7 million) was paid to 
the Sesa Community Foundation Limited. The Sesa Community Foundation Limited is controlled by the 
directors of Sesa Goa.  
 
The Anil Agarwal Foundation (formerly the Vedanta Foundation)  
During the period, $0.1 million was received from the Anil Agarwal Foundation towards reimbursement 
of expenses (31 December 2009:  $0.4 million; 31 March 2010: $0.6 million).  
 
The Anil Agarwal Foundation is a registered not-for-profit entity engaged in social and charitable 
activities. The Anil Agarwal Foundation is controlled by members of the family of the Chairman, Mr. 
Anil Agarwal. 
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10. Other Disclosures (continued) 
 
Henry Davis York 

 
 Nine months  

ended   
31 December  

2010 

 Nine months  
ended  

 31 December  
2009  

 Year 
ended 

31 March 
2010 

Consultancy services 0.4 0.4 0.4 
    
Henry Davis York provides consultancy services to a subsidiary of the Group. The executive management 
of Henry Davis York hold office at CMT & TCM. CMT & TCM are both subsidiaries of Vedanta 
Resources Plc and hence related parties. 
 
Volcan 
 
In relation to the shares of Sterlite held by Twin Star, MALCO issued guarantees to the Income Tax 
Department of India, at the request of Volcan. Volcan is the majority shareholder of the Group.  
 
Sterlite Iron and Steel Limited 
 

US $ million 

Nine months  
ended   

31 December  
2010 

 Nine months  
ended  

 31 December  
2009  

Year 
ended 

31 March 
2010 

     
Reimbursement of bank charges 0.1 0.1 0.1 
 
Sterlite Iron and Steel Limited is a related party by virtue of having the same controlling party as the 
Group, namely Volcan. 
 
 
Sterlite Shipping Venture Limited 
 

US $ million 

Nine months  
ended   

31 December  
2010 

 Nine months  
ended  

 31 December  
2009  

Year 
ended 

31 March 
2010 

     
Reimbursement of bank charges - - 0.01 
 
Sterlite Shipping Venture Limited is controlled by members of the family of the Chairman, Mr. Anil 
Agarwal. 
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10. Other Disclosures (continued) 
 
Vedanta Medical Research Association 
 

US $ million 

Nine months  
ended   

31 December  
2010 

 Nine months  
ended  

 31 December  
2009  

Year 
ended 

31 March 
2010 

Loan balance receivable  - 2.4 3.5 
Other amount receivable at year end  - - 4.5 
Reimbursement of expenses 8.3 1.4 - 
 
Vedanta Medical Research Association is a related party of the Group on the basis that key management 
personnel of the Group exercise significant influence. 
 
The Vedanta Medical Research Association is a registered not-for-profit entity under which the cancer 
hospital is being constructed to support social health infrastructure in India.  
 
Vedanta University 
 

US $ million 

Nine months  
ended   

31 December  
2010 

 Nine months  
ended  

 31 December  
2009  

Year 
ended 

31 March 
2010 

     
Reimbursement of bank charges - - (0.1) 
 
Vedanta University is a related party of the Group on the basis that key management personnel of the 
Group exercise significant influence. 
 
11. Share Transactions 
 
BALCO Option 
 
The Company purchased a 51.0% holding in BALCO from the Government of India on 2 March, 2001. 
Under the terms of this shareholder’s agreement (“SHA”) for BALCO, the Company has a call option that 
allows it to purchase the Government of India’s remaining ownership interest in BALCO at any point 
from 2 March, 2004. The Company exercised this option on 19 March, 2004. However, the Government of 
India has contested the validity of the option and the valuation. The Company sought an interim order 
from the High Court of Delhi to restrain the Government of India from transferring or disposing of its 
shareholding pending resolution of the dispute. The High Court directed on 7 August, 2006 that the 
parties attempt to settle the dispute by way of a mediation process as provided for in the SHA. However, 
as the dispute could not be settled through mediation, it has been referred to arbitration as provided for 
in the SHA. Arbitration proceedings commenced on 16 February 2009 and final hearing was held 
between 27 August 2010 and 29 August 2010. In view of the Judgement delivered by the Division Bench 
of the Bombay High Court on section 111A of the Companies Act, 1956, an additional hearing was held 
on 9 October 2010 giving opportunity to the parties to make their submissions on the same before the 
Arbitration Tribunal. The Arbitration Tribunal in its majority award dated 25th January 2011 has rejected 
the claims of Sterlite on the ground that clauses on call option, right of first refusal, tag along right, 
restriction on transfer of shares are violative of section 111A(2) of the Companies Act, 1956. Sterlite has 
the option to challenge the award under section 34 of the Arbitration and Conciliation Act, 1996 within a 
period of 90 days from the date of the award and Sterlite is exploring the same. 
 
 
HZL Option 
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The Company’s wholly-owned subsidiary, Sterlite Opportunities and Ventures Limited (“SOVL”), had 
two call options to purchase all of the Government of India’s shares in HZL at fair market value. SOVL 
exercised the first call option on August 29, 2003 and acquired an additional 18.9% of HZL’s issued share 
capital, increasing its shareholding to 64.9%. As of March 31, 2009 and 2010, the Government of India’s 
holding in HZL was 29.5%. The second call option provides SOVL the right to acquire the Government of 
India’s remaining 29.5% share in HZL. This call option is subject to the right of the Government of India 
to sell 3.5% of HZL to HZL employees. This call option is also subject to the Government of India’s right, 
prior to the exercise of this call option, to sell its shares in HZL through a public offer. From April 11, 
2007, SOVL has the right to exercise the second call option. The option has no expiry date. The Company 
has exercised the second call option in its letter dated July 21, 2009. The Government has stated that they 
are maintaining the same stand as in BALCO on the validity of the call option and has refused to act 
upon the second call option .The Company has invoked the Arbitration clause for referring the matter to 
arbitration and has appointed its arbitrator, and has requested the Government to nominate its arbitrator 
nominee so that Arbitral Tribunal is constituted. As Government of India has not appointed its arbitrator, 
the Company had filed Arbitration application u/s 11(6) of the arbitration and conciliation act 1996 in the 
Delhi High Court for constitution of arbitral tribunal. The Delhi High Court has in its order dated 18th 
May 2010 directed the parties to appoint mediators for mediation of the dispute and if mediation fails, 
arbitration will commence. The Government of India and SOVL has appointed mediators, respectively. 
Depending upon the outcome of the mediation process the arbitration would commence. 
 
 
 
Share Purchases 
 
During the nine months ended 31 December 2010, the Group increased its holding in certain of its 
subsidiaries through open market purchases. The details of such purchases are as follows:  
a) 5,344,702 shares of Sterlite Industries India Limited accounting for 0.64% of SIIL’s total equity. 
b) 2,045,000 shares of Sesa Goa accounting for 0.25% of Sesa’s total equity. 
c) 82,369 shares of Malco accounting for 0.07% of Malco’s total equity. 
 
The aggregate loss arising on these transactions of $63.8 million was recorded within equity. 
3,126,133 shares of Vedanta Resources Plc purchased as treasury shares for 1.1% of total equity. 
 
 
 
 
 
 
 
 
 
 
 
 

F-242



Vedanta Resources plc Page 25 of 34 
Results For The Nine Months Ended 31 December 2010 
 
 

  

 
Glossary and definitions 
 
5S  
A Japanese concept laying emphasis on housekeeping and occupational safety in a sequential series of 
steps as Sort (Seiri); Set in Order (Seiton); Shine (Selso); Standardise (Seiketsu); and Sustain (Shitsuke)  
  
Adapted Comparator Group  
The new comparator group of companies used for the purpose of comparing TSR performance in relation 
to the LTIP, adopted by the Remuneration Committee on 1 February 2006 and replacing the previous 
comparator group comprising companies constituting the FTSE Worldwide Mining Index (excluding 
precious metals)  
  
AGM or Annual General Meeting  
The annual general meeting of the Company which is scheduled to be held 3.00 pm, UK time, on the 28 
July 2010 
 
AE  
Anode effects  
  
AGRC  
Ararat Gold Recovery Company incorporated in Armenia, engaged in gold mining and processing  
  
AIDS  
Acquired immune deficiency syndrome  
  
Aluminium Business  
The aluminium business of the Group, comprising its fully-integrated bauxite mining, alumina refining 
and aluminium smelting operations in India, and trading through the Bharat Aluminium Company 
Limited and The Madras Aluminium Company Limited, companies incorporated in India  
  
Articles of Association  
The articles of association of Vedanta Resources plc  
  
Attributable Profit  
Profit for the financial year before dividends attributable to the equity shareholders of Vedanta Resources 
plc  
  
BALCO  
Bharat Aluminium Company Limited, a company incorporated in India  
  
Board or Vedanta Board  
The board of directors of the Company  
  
Board Committees  
The committees reporting to the Board: Audit, Remuneration, Nominations, and Health, Safety and 
Environment, each with its own terms of reference  
  
Businesses  
The Aluminium Business, the Copper Business and the Zinc Business together  
  
Capital Employed  
Net assets before Net (Debt)/Cash  
  
Capex  
Capital expenditure  
  
Cash Tax Rate  
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Current taxation as a percentage of profit before taxation  
  
 
CEO  
Chief executive officer  
  
CII  
Confederation of Indian Industries  
  
CLZS  
Chanderiya lead and zinc smelter  
  
CO2  
Carbon dioxide  
  
CMT  
Copper Mines of Tasmania Pty Limited, a company incorporated in Australia  
  
Combined Code or the Code  
The Combined Code on Corporate Governance published by the Financial Reporting Council in June 
2008 
 
Company or Vedanta  
Vedanta Resources plc  
  
Company financial statements  
The audited financial statements for the Company for the year ended 31 March 2010 as defined in the 
Independent Auditors’ Report on the individual Company Financial Statements to the members of 
Vedanta Resources plc  
  
Convertible Bonds  
$725 million 4.60% guaranteed convertible bonds due 2026, issued by a wholly-owned subsidiary of the 
Company, Vedanta Finance (Jersey) Limited (‘VFJL’), and guaranteed by the Company, the proceeds of 
which are to be applied towards re-financing subsidiary indebtedness, the Company’s capital 
expenditure programme including the Jharsuguda Aluminium smelter project and other general 
corporate purposes  
 
$1,250 million 5.5% guaranteed convertible bonds due 2016, issued by a wholly-owned subsidiary of the 
Company, Vedanta Resource Jersey Limited (“VRJL”) and guaranteed by the Company, the proceeds of 
which are to be applied for to support its organic growth pipeline, to increase its ownership interest in its 
subsidiaries and for general corporate purposes. 
 
$883 million 4.0% guaranteed convertible bonds due 2017, issued by a wholly-owned subsidiary of the 
Company, Vedanta Resource Jersey II Limited (“VRJL-II”) and guaranteed by the Company, the proceeds 
of which are to be applied for to refinance debt redemptions and for general corporate purposes. 
 
$500 million 4.0% guaranteed convertible bonds due 2014, issued by a subsidiary of the Company, Sterlite 
Industries (India) Limited (“SIIL”), the proceeds of which are to be applied for the expansion of copper 
business, acquisition of complementary businesses outside of India and any other permissible purpose 
under, and in compliance with, applicable laws and regulations in India, including the external 
commercial borrowing regulations specified by the RBI. 
$500 million 5.0% guaranteed convertible bonds due 2014, issued by a subsidiary of the Company, Sesa 
Goa Limited (“Sesa”), the proceeds of which are to be applied for to expand the Issuer’s mining 
operations, for exploration for new resources, and to further develop its pig iron and metallurgical coke 
operation  
 
Copper Business  
The copper business of the Group, comprising:  

F-244



Vedanta Resources plc Page 27 of 34 
Results For The Nine Months Ended 31 December 2010 
 
 

  

 a copper smelter, two refineries and two copper rod plants in India, trading through Sterlite Industries 
(India) Limited, a company incorporated in India;  
 one copper mine in Australia, trading through Copper Mines of Tasmania Pty Limited, a company 
incorporated in Australia; and  
an integrated operation in Zambia consisting of three mines, a leaching plant and a smelter, trading 
through Konkola Copper Mines PLC, a company incorporated in Zambia  
  
CREP  
Corporate responsibility for environmental protection  
  
Cents/lb  
US cents per pound 
 
CRISIL  
Credit rating information services of India limited  
  
CRRI  
Central Road Research Institute  
  
CSR  
Corporate social responsibility  
  
CTC  
Cost to company, the basic remuneration of executives in India, which represents an aggregate figure 
encompassing basic pay, pension contributions and allowances  
  
CY  
Calendar year  
  
Deferred Shares  
Deferred shares of £1.00 each in the Company  
  
DGMS  
Director General of Mine Safety in the Government of India  
  
Directors  
The Directors of the Company  
  
Dollar or $  
United States dollars, the currency of the United States of America  
  
DRs  
Depositary receipts of 10 US cents, issuable in relation to the $725 million 4.6% guaranteed convertible 
bonds due 2026  
  
EBITDA  
Earnings before interest, taxation, depreciation, goodwill amortisation/impairment and special items  
  
EBITDA Margin  
EBITDA as a percentage of turnover  
  
Economic Holdings or Economic Interest  
The economic holdings/interest are derived by combining the Group’s direct and indirect shareholdings 
in the operating companies. The Group’s Economic Holdings/Interest is the basis on which the 
Attributable Profit and net assets are determined in the consolidated accounts  
  
E&OHSAS  
Environment and occupational health and safety assessment standards  
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E&OHS 
Environment and occupational health and safety management system 
 
EPS 
Earnings per ordinary share 
 
ESOP 
Employee share option plan 
 
ESP 
Electrostatic precipitator 
 
Executive Committee 
The Executive Committee to whom the Board delegates operational management and comprising the 
Executive Directors and the senior management within the Group 
 
Executive Directors 
The Executive Directors of the Company 
 
Expansion Capital Expenditure 
Capital expenditure that increases the Group’s operating capacity 
 
Financial Statements or Group financial statements 
The consolidated financial statements for the Company and the Group for the year ended 31 March 2010 
as defined in the Independent Auditors’ Report to the members of Vedanta Resources plc 
 
Free Cash Flow 
Cash flow arising from EBITDA after net interest (including gains on liquid investments and adjusted for 
net interest capitalised), taxation, Sustaining Capital Expenditure and working capital movements 
 
FY 
Financial year 
 
GAAP, including UK GAAP and Indian GAAP 
Generally Accepted Accounting Principles, the common set of accounting principles, standards and 
procedures that companies use to compile their financial statements in their respective local territories 
 
GDP 
Gross domestic product 
 
Gearing 
Net Debt as a percentage of Capital Employed 
 
GJ 
Giga joule 
 
Government or Indian Government 
The Government of the Republic of India 
 
Gratuity 
A defined contribution pension arrangement providing pension benefits consistent with Indian market 
practices 
 
Group 
The Company and its subsidiary undertakings and, where appropriate, its associate undertaking 
 
HSE 
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Health, safety and environment 
 
HZL 
Hindustan Zinc Limited, a company incorporated in India 
 
IAS 
International Accounting Standards 
 
ICMM 
International Council on Mining and Metals 
 
IFRI C 
International Financial Reporting Interpretations Committee 
 
IFRS 
International Financial Reporting Standards 
 
INR  
Indian Rupees  
 
Interest Cover 
EBITDA divided by finance costs 
 
IPP 
Independent power producer 
 
ISO 9001 
An international quality management system standard published by the International Organisation for 
Standardisation 
 
ISO 14001 
An international environmental management system standard published by the International 
Organisation for Standardisation 
 
KCM or Konkola Copper Mines 
Konkola Copper Mines PLC, a company incorporated in Zambia 
 
KDMP 
Konkola deep mining project 
 
Key Result Areas or KRA s 
For the purpose of the remuneration report, specific personal targets set as an incentive to achieve short-
term goals for the purpose of awarding bonuses, thereby linking individual performance to corporate 
performance 
 
KLD 
Kilo litres per day 
 
KPI s 
Key performance indicators 
 
Kwh 
Kilo-watt hour 
 
Kwh/d 
Kilo-watt hour per day 
 
LIBOR 
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London inter bank offered rate 
 
LIC 
Life Insurance Corporation 
 
Listing or IPO (Initial Public Offering) 
The listing of the Company’s ordinary shares on the London Stock Exchange on 10 December 2003 
 
Listing Particulars 
The listing particulars dated 5 December 2003 issued by the Company in connection with its Listing 
 
Listing Rules 
The listing rules of the Financial Services Authority, with which companies with securities that are listed 
in the UK must comply 
 
LME 
London Metals Exchange 
 
London Stock Exchange 
London Stock Exchange plc 
 
Lost time injury 
An accident/injury forcing the employee/contractor to remain away from his/her work beyond the day 
of the accident 
 
LTIFR 
Lost time injury frequency rate: the number of lost time injuries per million man hours worked 
 
LTIP 
The Vedanta Resources Long-Term Incentive Plan or Long-Term Incentive Plan 
 
MAL CO 
The Madras Aluminium Company Limited, a company incorporated in India 
 
Management Assurance Services 
The function through which the Group’s internal audit activities are managed 
 
MAT 
Minimum alternative tax 
 
MIS 
Management information system 
 
MOEF 
The Ministry of Environment & Forests of the Government of the Republic of India 
 
mt or tonnes 
Metric tonnes 
 
MW 
Megawatts of electrical power 
 
NCCBM 
National Council of Cement and Building Materials 
 
Net (Debt)/Cash 
Total debt after fair value adjustments under IAS 32 and 39, cash and cash equivalents and liquid 
investments 
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NGO 
Non-governmental organisation 
 
NIHL 
Noise induced hearing loss 
Non-executive Directors 
The Non-Executive Directors of the Company 
 
OHSAS 18001 
Occupational Health and Safety Assessment Series (standards for occupational health and safety 
management systems) 
 
Ordinary Shares 
Ordinary shares of 10 US cents each in the Company 
PBT 
Profit before tax 
 
PF C 
Per fluorocarbons 
 
PH C 
Primary health centre 
 
PPE  
Personal protective equipment  
  
Provident Fund  
A defined contribution pension arrangement providing pension benefits consistent with Indian market 
practices  
  
Recycled water  
Water released during mining or processing and then used in operational activities  
  
Relationship Agreement  
The agreement dated 5 December 2003 between the Company, Volcan Investments Limited and members 
of the Agarwal family that regulates the ongoing relationship between them, the principal purpose of 
which is to ensure that the Group is capable of carrying on business independently of Volcan, the 
Agarwal family and their associates  
  
Return on Capital Employed or ROCE  
Profit before interest, taxation, special items, tax effected at the Group’s effective tax rate as a percentage 
of Capital Employed  
  
The Reward Plan  
The Vedanta Resources Share Reward Plan, a closed plan approved by shareholders on Listing in 
December 2003 and adopted for the purpose of rewarding employees who contributed to the Company’s 
development and growth over the period leading up to Listing in December 2003  
  
RO  
Reverse osmosis  
  
SA 8000  
Standard for Social Accountability based on international workplace norms in the International Labour 
Organisation (‘ILO’) conventions and the UN’s Universal Declaration of Human Rights and the 
Convention on Rights of the Child  
  
Senior Management Group  
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For the purpose of the remuneration report, the key operational and functional heads within the Group  
  
Sesa Goa  
Sesa Goa Limited, a company incorporated in India engaged in the business of mining iron ore 
  
 
SEWT  
Sterlite Employee Welfare Trust, a long-term investment plan for Sterlite senior management  
  
The Share Option Plan  
The Vedanta Resources Share Option Plan, a closed plan approved by shareholders on Listing in 
December 2003 and adopted to provide maximum flexibility in the design of incentive arrangements over 
the long term  
  
SHGs  
Self help groups  
 
 
SID  
Senior Independent Director  
  
SO2  
Sulphur dioxide  
  
SBU  
Strategic Business Unit  
  
SOTL  
Sterlite Optical Technologies Limited, a company incorporated in India  
  
SOVL  
Sterlite Opportunities and Ventures Limited, a company incorporated in India  
  
Special items  
Items which derive from events and transactions that need to be disclosed separately by virtue of their 
size or nature  
  
SPM  
Suspended particulate matter. Fine dust particles suspended in air  
  
Sterling, GBP or £  
The currency of the United Kingdom  
  
Sterlite  
Sterlite Industries (India) Limited, a company incorporated in India  
  
Sterlite Energy Limited (SEL)  
Sterlite Energy Limited, a company incorporated in India  
  
Sterlite Gold  
Sterlite Gold Limited, a company incorporated in Canada which has its main subsidiary in Armenia  
  
Superannuation Fund  
A defined contribution pension arrangement providing pension benefits consistent with Indian market 
practices  
  
Sustaining Capital Expenditure  
Capital expenditure to maintain the Group’s operating capacity  
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TCM  
Thalanga Copper Mines Pty Limited, a company incorporated in Australia  
  
TC/RC  
Treatment charge/refining charge being the terms used to set the smelting and refining costs  
  
TGS  
Tail gas scrubber  
  
TGT  
Tail gas treatment  
  
TLP 
Tail Leaching Plant 
 
tpa  
Metric tonnes per annum  
  
TPM  
Tonne per month  
  
TSR  
Total shareholder return, being the movement in the Company’s share price plus reinvested dividends  
  
Turnbull Guidance  
The revised guidance on internal control for directors on the Combined Code issued by the Turnbull 
Review Group in October 2005  
  
Twin Star  
Twin Star Holdings Limited, a company incorporated in Mauritius  
  
Twin Star Holdings Group  
Twin Star and its subsidiaries and associated undertaking  
   
Underlying EPS  
Underlying earnings per ordinary share  
  
Underlying Profit  
Profit for the year after adding back special items and other gains and lossed and their resultant tax and 
Non-controlling interest effects  
  
US cents  
United States cents  
  
VAL  
Vedanta Aluminium Limited, a company incorporated in India  
  
VFD  
Variable frequency drive  
  
VFJL  
Vedanta Finance (Jersey) Limited, a company incorporated in Jersey  
  
Volcan  
Volcan Investments Limited, a company incorporated in the Bahamas  
  
VRCL  
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Vedanta Resources Cyprus Limited, a company incorporated in Cyprus  
  
VRFL  
Vedanta Resources Finance Limited, a company incorporated in the United Kingdom  
  
VRHL  
Vedanta Resources Holdings Limited, a company incorporated in the United Kingdom  
 VSS  
Vertical Stud Söderberg  
  
Water Used for Primary Activities  
Total new or make-up water entering the operation and used for the operation’s primary activities; 
primary activities are those in which the operation engages to produce its product  
  
WBCSD  
World Business Council for Sustainable Development  
  
ZCI  
Zambia Copper Investment Limited, a company incorporated in Bermuda  
  
ZCCM  
ZCCM Investments Holdings plc, a company incorporated in Zambia  
  
Zinc Business  
The zinc-lead business of the Group, comprising its fully-integrated zinc-lead mining and smelting 
operations in India, and trading through the Hindustan Zinc Limited, a company incorporated in India  
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To the Board of Directors of Cairn India Limited
1. We have audited the attached consolidated balance sheet of Cairn India Limited (the Company) and its subsidiaries (collectively called ‘the Cairn 

India Group’) as at December 31, 2007 and also the consolidated profi t and loss account and the consolidated cash fl ow statement for the year ended 
December 31, 2007, annexed thereto. These fi nancial statements are the responsibility of the Company’s management. Our responsibility is to 
express an opinion on these fi nancial statements based on our audit.

2. We conducted our audit in accordance with auditing standards generally accepted in India. Those Standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the fi nancial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the fi nancial statements. An audit also includes assessing the accounting principles used 
and signifi cant estimates made by management, as well as evaluating the overall fi nancial statement presentation. We believe that our audit provides 
a reasonable basis for our opinion.

3. We report that the consolidated fi nancial statements have been prepared by the Company’s management in accordance with the requirements of 
Accounting Standard (AS) 21, Consolidated Financial Statements and Accounting Standard (AS) 27, Financial Reporting of Interests in Joint Ventures 
notifi ed under the Companies (Accounting Standard) Rules, 2006.

4. In our opinion and to the best of our information and according to the explanations given to us, the consolidated fi nancial statements give a true and 
fair view in conformity with the accounting principles generally accepted in India:

 (a) in the case of the consolidated balance sheet, of the state of affairs of the Cairn India Group as at December 31, 2007;

 (b) in the case of the consolidated profi t and loss account, of the loss of the Cairn India Group for the year ended December 31, 2007; and

 (c) in the case of the consolidated cash fl ow statement, of the cash fl ows of the Cairn India Group for the year ended December 31, 2007.

For S.R. BATLIBOI & ASSOCIATES
Chartered Accountants

Per Raj Agrawal
Partner
Membership No.: 82028

PLACE : GURGAON
DATE : MARCH 31, 2008

consolidated fi nancial statements

auditor's report
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(All amounts are in Indian Rupees, unless otherwise stated)

    As at  As at
  Schedules  December 31, 2007  December 31, 2006

SOURCES OF FUNDS 
Shareholders’ funds 
Share capital 1  17,783,994,200   17,653,143,790 
Stock options outstanding 2  947,083,827   345,058,813  
Reserves and surplus 3  276,084,115,059   275,017,836,642 
    294,815,193,086   293,016,039,245 
Loan funds 
Secured Loans (Finance lease liability)   169,361,168  194,144,882
Unsecured loans 4   2,955,000,000  4,984,787,562
    3,124,361,168   5,178,932,444
Deferred tax liability (net) 5  4,916,494,278  4,152,300,349
     302,856,048,532   302,347,272,038 
APPLICATION OF FUNDS 
Fixed assets 6 
Gross cost   1,092,631,918  1,326,837,080 
Less: Accumulated depreciation/amortisation   606,125,938   831,386,968 
Net book value    486,505,980   495,450,112 

Exploration, Development and Site-restoration costs 7 
Cost of producing facilities (net)   4,389,517,286   2,976,131,767 
Exploratory & development wells in progress   24,670,263,942   17,122,353,160 
Net book value    29,059,781,228   20,098,484,927 
Goodwill    253,192,674,502   253,192,674,502 
Investments 8   7,128,908,794   105,333,750 

Current assets, loans and advances 
Inventories 9  1,216,047,411   1,251,108,962
Sundry debtors 10  1,348,577,861   1,917,478,708
Cash and bank balances 11  13,317,907,346   61,347,832,957
Other current assets 12  134,533,631   12,752,137
Loans and advances 13  4,515,721,140  2,761,686,514
   20,532,787,389  67,290,859,278 
Less: Current liabilities and provisions 
Current liabilities 14A  4,691,797,528   36,742,756,514 
Provisions 14B  3,680,149,718   2,811,126,380 
    8,371,947,246   39,553,882,894 
Net Current assets    12,160,840,143   27,736,976,384 

Miscellaneous expenditure (to the extent 
not written off or adjusted) 15   370,153,749   506,610,126 

Profi t & Loss account (Debit Balance)    457,184,136   211,742,237 
     302,856,048,532   302,347,272,038 
NOTES TO ACCOUNTS 23 

The schedules referred to above are an integral part of the consolidated balance sheet.  

As per our report of even date

For S. R. Batliboi & Associates For and on behalf of the Board of Directors 
Chartered Accountants

per Raj Agrawal Rahul Dhir Aman Mehta Indrajit Banerjee Marshall Mendonza
Partner Managing Director and Director Executive Director and Company Secretary
Membership No. 82028 Chief Executive Offi cer  Chief Financial Offi cer

PLACE : GURGAON
DATE : MARCH 31, 2008

consolidated balance sheet
AS AT DECEMBER 31, 2007
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consolidated profi t and loss account
FOR THE YEAR ENDED DECEMBER 31, 2007

        Period from 
      Year ended  August 21, 2006 to
    Schedules  December 31, 2007  December 31, 2006 

INCOME 
Income from Operations 16  10,122,626,751  387,417,401
Other income 17   1,324,089,441   62,214,649
      11,446,716,192  449,632,050
EXPENDITURE   
Operating expenses 18   1,945,812,072   53,119,541
Depletion and site restoration costs 7   1,906,378,894   54,706,398
Unsuccessful exploration costs 7  2,512,282,298   59,480,772
Administrative expenses 19   3,737,004,724  374,292,581
(Increase)/decrease in inventories 20   (111,714,347)  28,897,849
Depreciation and amortisation 6   170,676,931  6,519,123
Finance costs 21   27,048,858  2,746,503
      10,187,489,430  579,762,767
Profi t/(Loss) before taxation   1,259,226,762  (130,130,717)
Current tax   387,755,986  11,777,168  - 
Deferred tax   764,193,929  43,860,662  - 
Fringe Benefi t Tax   352,718,746   789,130  -
      1,504,668,661   56,426,960
Profi t/(Loss) for the year/period    (245,441,899)   (186,557,677)
Less: Profi t/(Loss) attributable to minority interest    -   25,184,560
Profi t/(Loss) for the period attributable to equity shareholders    (245,441,899)   (211,742,237)
Defi cit brought forward from the previous period    (211,742,237)   -
Defi cit Carried to Balance sheet    (457,184,136)   (211,742,237)
Loss per share 22    
Basic    0.14    0.68 
Diluted (considered anti-dilutive)  0.14   0.68
[Nominal value of shares Rs. 10] 
NOTES TO ACCOUNTS 23 
 
The schedules referred to above are an integral part of the consolidated profi t and loss account.
As per our report of even date

For S. R. Batliboi & Associates For and on behalf of the Board of Directors 
Chartered Accountants

per Raj Agrawal Rahul Dhir Aman Mehta Indrajit Banerjee Marshall Mendonza
Partner Managing Director and Director Executive Director and Company Secretary
Membership No. 82028 Chief Executive Offi cer  Chief Financial Offi cer

PLACE : GURGAON
DATE : MARCH 31, 2008

(All amounts are in Indian Rupees, unless otherwise stated)
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(All amounts are in Indian Rupees, unless otherwise stated)

 Particulars  Period from
  Year ended August 21, 2006 to
  December 31, 2007 December 31, 2006

Cash fl ow from operating activities 
Profi t/Loss before taxation for the year/period 1,259,226,762 (130,130,717)
Adjustments for
- Employee compensation expense (stock options)  780,364,594   345,058,813 
- Depreciation, depletion and site restoration costs  2,077,055,825   61,225,521 
- Loss on sale/discard of fi xed assets   10,054,922   - 
- Unsuccessful exploration costs  2,512,282,298   59,480,772 
- Unrealised (gain) on restatement of assets and liabilities (net)  1,844,459,634   - 
- Interest expense  8,255,626   - 
- Interest income  (727,431,156)  - 
- Premium on forward exchange contracts amortised   63,010,080   - 
- Income from investments  (595,663,088)  - 
Operating profi t before working capital changes  7,231,615,497   335,634,389 
Movements in working capital: 
(Increase)/decrease in inventories  35,061,551   28,897,849 
(Increase)/decrease in debtors  406,420,067   (181,453,156)
(Increase)/decrease in loans and advances and other current assets  (1,998,425,930)  (26,232,571)
Increase/(decrease) in current liabilities and provisions  649,254,778   (757,832,226)
Cash from/(used in) operations  6,323,925,963   (600,985,715)
Current tax/FBT paid (net of refunds)  (819,797,420)  - 
Net cash from/(used in) operating activities (A)  5,504,128,543   (600,985,715)
Cash fl ow from investing activities 
Payments made for acquisition of subsidiaries  (32,763,069,551)  (96,173,257,709)
Payment made for exploration and development activities  (11,566,912,947)  - 
Purchase of fi xed assets  (176,058,218)  - 
Mutual funds purchased  (15,295,380,222)  - 
Fixed deposits made  (14,076,538,177)  - 
Mutual funds sold  8,271,805,178   - 
Proceeds from sale of fi xed assets  4,270,497   - 
Interest received  710,969,467   - 
Dividend from investments received  587,403,172   - 
Net cash used in investing activities (B)  (64,303,510,801) (96,173,257,709)

Cash fl ow from fi nancing activities 
Issue of equity shares for cash (including securities premium)  2,093,606,560   155,511,284,700 
Share issue expenses  (1,422,256,654)  (722,687,148)
Proceeds/(Repayment) of short term loans (net)  (204,707,562)  204,707,562 
Proceeds from long term borrowings  31,216,617   - 
Repayment of long term borrowings  (1,517,999,332)  1,017,980,000 
Interest paid  (24,502,982)  - 
Net cash from/(used in) fi nancing activities (C)  (1,044,643,353)  156,011,285,114 

Net increase/(decrease) in cash and cash equivalents (A+B+C)  (59,844,025,611)  59,237,041,690 
Cash and cash equivalents at the beginning of the year/period  61,347,832,957   - 
Cash and cash equivalents resulting from the acquisition of subsidiaries on December 20, 2006  -   2,110,791,267 
Cash and cash equivalents at the end of the year/period  1,503,807,346   61,347,832,957 

Components of cash and cash equivalents as at  December 31, 2007   December 31, 2006 
Cash in hand  108,192   84,349 
Balances with scheduled banks 
on current accounts  609,095,761   53,823,876,384 
on deposit accounts  12,708,703,393   7,523,872,224 
Less: Deposits having maturity of over 90 days  (11,814,100,000)  - 
  1,503,807,346   61,347,832,957
Notes: 
1. The above Cash Flow Statement has been prepared under the ‘Indirect Method’ as set out in Accounting Standard-3 on "Cash fl ow statements".  
2. Figures in brackets indicate a cash outfl ow or deduction. 

As per our report of even date

For S. R. Batliboi & Associates For and on behalf of the Board of Directors 
Chartered Accountants

per Raj Agrawal Rahul Dhir Aman Mehta Indrajit Banerjee Marshall Mendonza
Partner Managing Director and Director Executive Director and Company Secretary
Membership No. 82028 Chief Executive Offi cer  Chief Financial Offi cer

PLACE : GURGAON
DATE : MARCH 31, 2008

consolidated statement of cash fl ows
FOR THE YEAR ENDED DECEMBER 31, 2007
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schedules to the consolidated fi nancial statements

 As at As at 
 December 31, 2007 December 31, 2006 

Schedule - 1
Share capital
Authorised:
2,250,000,000 equity shares (previous period : 2,250,000,000 equity shares) of Rs. 10 each 22,500,000,000 22,500,000,000 
Issued, subscribed and paid up:
1,778,399,420 (previous period 1,765,314,379) equity shares of Rs.10 each * 17,783,994,200 17,653,143,790 
(refer note 7(a) under schedule 23)
 17,783,994,200 17,653,143,790 
*Of the above, 1,239,928,832 equity shares (previous period - 1,226,843,791 equity shares) of Rs. 10 each are held by Cairn UK Holdings Limited, the 
Holding Company together with its nominees including 861,764,893 equity shares (previous period - 861,764,893 equity shares) of Rs.10 each, which are 
allotted as fully paid up pursuant to contracts for consideration other than cash. 

Schedule - 2
Stock options outstanding
Employee stock options outstanding 2,496,094,791 1,091,273,035 
Less: Deferred employee compensation outstanding (1,549,010,964) (746,214,222) 
Closing Balance 947,083,827 345,058,813 

Schedule - 3
Reserves and surplus
Securities premium account 
Opening balance 275,017,836,642 - 
Add: Additions during the year 1,962,756,150 275,740,523,790 
Less: Adjustment against share preliminary expenses/share issue expenses (896,477,733) (722,687,148 ) 
Closing Balance 276,084,115,059 275,017,836,642 

Schedule - 4
Unsecured Loans
Short term loan - overdraft from bank – 204,707,562 
Long Term Loans*
- from International Finance Corporation 521,470,584 717,012,000
- from banks 2,433,529,416 4,063,068,000
 2,955,000,000 4,984,787,562
* Cairn India Holding Limited (a 100% subsidiary of the Cairn India Limited) along with certain of its subsidiaries signed a USD 850 million hybrid unsecured 
syndicate revolving credit facility on 22 November 2006 principally to fi nance development activities in Rajasthan
This facility is provided by a consortium of 10 International banks (expiry date 31 December 2011) and the International Finance Corporation (expiry date 31 
December 2015).  Interest is charged at fl oating rates determined by LIBOR plus an applicable margin.  The maximum that can be drawn at any point in time 
is determined by reference to the net present value of the Rajasthan developments.  The Group may cancel and repay the facility at any time. 

Schedule - 5
Deferred tax liability (net)  
Differences in block of fi xed   
assets as per tax books and fi nancial books 4,624,026,263 4,481,109,703
Gross deferred tax liabilities 4,624,026,263 4,481,109,703

Effect of lease accounting  8,971,745  8,884,640
Tax losses carried forward  -    107,294,918
Expenditure debited to profi t and loss but allowed for tax purposes in following years  283,496,270  212,629,796
Gross deferred tax assets 292,468,015 328,809,354
Net Deferred tax liability  4,916,494,278 4,152,300,349

(All amounts are in Indian Rupees, unless otherwise stated)
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Opening balance of producing properties  2,976,131,767   -   
Cost of producing properties resulting on acquisition of subsidiaries  -     12,043,993,143 
Additions/Deletions/Transfer for the year/period  3,319,764,413   188,931,228 
  6,295,896,180   12,232,924,371 
Less: Depletion and site restoration costs  
- Depletion and site restoration costs resulting on acquisition of subsidiaries  -     9,202,086,206 
- Depletion and site restoration costs for the year/period  1,906,378,894   54,706,398 
  1,906,378,894   9,256,792,604 
Net producing properties  4,389,517,286   2,976,131,767 
  
Opening Balance of exploratory & devlopment wells in progress  17,122,353,160   -   
Cost of exploration and development wells in progress resulting on acquisition of subsidiaries  -     16,953,717,426 
Additions/Deletions/Transfer for the year/period  10,060,193,080   228,116,506 
Less: Unsuccessful exploration costs for the year / period  2,512,282,298   59,480,772 
Exploration and Development wells in progress  24,670,263,942   17,122,353,160 
Net book value at December 31, 2007  29,059,781,228   20,098,484,927 
Note: Additions for the year includes borrowing costs aggregating to Rs.573,983,377 (Previous period Rs 120,906,091)

Schedule - 8
Investments 
Long term investments (at cost)   
Quoted and non-trade  
755,275 equity shares of Rs 10/- each fully paid up in Videocon Industries Limited*  105,333,750   105,333,750 
  
Current Investments (at lower of cost and market value)  
Unquoted and non trade  
Mutual Funds (Refer note no.10 in schedule 23)  7,023,575,044   –   
  
  7,128,908,794   105,333,750 
  
Aggregate amount of unquoted investments  7,023,575,044   –   
Repurchase price of mutual fund units, represented by Net Asset Value  7,084,005,617   –   
* Market value Rs. 626,651,668 (Previous period Rs. 348,257,303)  

 As at As at 
 December 31, 2007 December 31, 2006

Schedule - 6 

Fixed Assets

Description  Gross Block  Accumulated Depreciation  Net Block 

 As on 

01.01.2007 

 Additions  Deletions/ 

Adjustments 

 As on 

31.12.2007 

 As on 

01.01.2007 

 For the year  Deletions / 

Adjustments 

 As on 

31.12.2007 

 As on 

01.01.2007 

 As on 

31.12.2007 

 A) Tangible Assets 

 Freehold land  43,582,293  -    -    43,582,293  -    -    -    -    43,582,293  43,582,293 

 Buildings  5,041,343  205,405  -    5,246,748  608,325  500,758  -    1,109,083  4,433,018  4,137,665 

 Offi ce equipments  512,328,182  72,659,215  (220,235,164)  364,752,233  397,688,125  48,342,906  (212,264,815)  233,766,216  114,640,057  130,986,017 

 Furniture and fi ttings  228,998,984  20,163,096  (48,199,725)  200,962,355  96,928,719  23,605,809  (44,440,070)  76,094,458  132,070,265  124,867,897 

 Vehicles  945,367  -    -    945,367  910,273  4,386  -    914,659  35,094  30,708 

 B) Intangible Assets 

 Computer software  535,940,911  83,030,502  (141,828,491)  477,142,922  335,251,526  98,223,072  (139,233,076)  294,241,522  200,689,385  182,901,400 

 Grand Total 1,326,837,080 176,058,218 (410,263,380) 1,092,631,918 831,386,968 170,676,931 (395,937,961) 606,125,938 495,450,112 486,505,980 

 Previous period  -   1,326,837,080  -   1,326,837,080  -   831,386,968  -   831,386,968  -   495,450,112 
Notes:
1 Furniture and fi ttings includes Leasehold improvements of Rs. 165,013,414 (Previous period Rs. 148,181,492), accumulated depreciation thereon Rs. 49,881,923 (Previous period Rs. 24,765,335).
2 Leasehold improvements and Offi ce equipments of Rs. 164,388,911 (Previous period Rs. 147,556,988) and Rs. 135,539,217 (Previous period Rs. 119,905,556) respectively; Accumulated depreciation 

thereon Rs.49,786,166  (Previous period Rs.24,690,395) and Rs. 78,741,101 (Previous period Rs.54,560,406) respectively; have been acquired under fi nance lease.
3 Additions to gross block and depreciation for the peiod ended December 31, 2006 include Rs. 1,326,837,080 and Rs. 824,867,845 respectively representing assets and accumulated depreciation thereon  

acquired on acquisition of subsidiary.

Schedule - 7  
Exploration, Development and Site restoration Costs  

schedules to the consolidated fi nancial statements - continued
(All amounts are in Indian Rupees, unless otherwise stated)
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Schedule - 9  

Inventories  

Stores and spares  906,671,765   1,053,447,663 

Finished goods  309,375,646   197,661,299 

  1,216,047,411   1,251,108,962 

Schedule - 10

Sundry Debtors

Debts - Unsecured and outstanding for a period exceeding six months :  

 - Considered Good  8,587,051   41,031,604 

 - Considered doubtful  62,025,406   22,130,000 

Other unsecured debts :  

 - Considered Good  1,339,990,810   1,876,447,104 

  1,410,603,267   1,939,608,708 

Less: Provision for doubtful debts  (62,025,406)  (22,130,000)

  1,348,577,861   1,917,478,708 

Schedule - 11  
Cash and bank balances  
Cash in hand  108,192  84,349
Balances with Scheduled & Other Banks:  
 - on current accounts 609,095,761 53,823,876,384
 - on deposit accounts (including deposits more than 3 months) 12,708,703,393 7,523,872,224
 13,317,907,346 61,347,832,957
  
Schedule - 12  
Other Current Assets  
Interest accrued on bank deposits 28,614,472 12,752,137
Dividend receivable  8,259,916  -   
Unamortized premium on forward exchange contracts  97,659,243   -   
 134,533,631 12,752,137
  
Schedule - 13  
Loans and advances  
Unsecured and considered good:  
Advances recoverable in cash or kind or for value to be received  3,923,190,698   2,538,525,795 
Deposits   25,169,475   48,635,938 
Advance tax and tax deducted at source (net of tax provisions Rs 3,011,025,874         565,441,465   174,524,781 
previous period Rs 2,496,051,247)
Fringe benefi t tax paid (net of provisions Rs 60,00,000 previous period 8,119,502)  1,919,502   -   
  4,515,721,140   2,761,686,514 

Schedule - 14A  
Current liabilities  
Amounts payable to:  
- Cairn UK Holdings Limited, the Holding Company *  -     32,763,069,551 
- Cairn Energy PLC, the ultimate Holding Company  700,350,531   726,303,141 
Sundry creditors  3,921,412,846   3,210,603,096 
Other liabilities  48,651,496   3,793,851 
Interest accrued but not due  21,382,655   38,986,875 
  4,691,797,528   36,742,756,514 
* payable towards acquisition of shares in Cairn India Holdings Limited  

 As at As at 
 December 31, 2007 December 31, 2006

schedules to the consolidated fi nancial statements - continued
(All amounts are in Indian Rupees, unless otherwise stated)

F-259



93   C A I R N  I N D I A  L I M I T E D   A C C O U N T S

  Period from
 Year ended August 21, 2006 to 
 December 31, 2007 December 31, 2006

Schedule - 16  
Income From Operations  
Revenue from sale of oil, gas and condensate 16,287,378,942  635,909,405 
Less: Government share of Profi t Petroleum  (6,438,550,299)  (249,532,130)
 9,848,828,643  386,377,275 
Tolling income 31,994,955  1,040,126 
Income received as Operator from Joint Venture 241,803,153   -   
 10,122,626,751 387,417,401
  

Schedule - 17  
Other income  
Interest on bank deposits 727,431,156  60,495,709 
Profi t on sale of unquoted current investments 27,631,832   -   
Dividend income from non trade current investments 568,031,256  1,718,940 
Miscellaneous income 995,197   -   
 1,324,089,441 62,214,649

Schedule - 14B  

Provisions  

Provision for taxation (net of advance tax -Nil previous period Rs.113,052,449)  222,901,032   250,341,190 

Provision for Fringe Benefi t Tax  (net of advance tax payments, Rs.258,000 previous period - Nil)  339,034,153   -   

Site restoration provision *  2,714,913,092   2,232,263,722 

Provision for Government share of profi t petroleum **  362,381,517   306,211,340 

Provision for leave encashment  3,941,000   6,796,019 

Provision for gratuity  36,978,924   15,514,109 

  3,680,149,718   2,811,126,380 

* Site restoration provision  

Opening balance  2,232,263,722   -   

Arising on acquisition of subsidiaries  -     2,232,263,722 

Additions for the year/period  482,649,370   -   

Closing balance  2,714,913,092   2,232,263,722 

** Provision for Government share of profi t petroleum  

Opening Balance  306,211,340   -   

Arising on acquisition of subsidiaries  -     291,110,020 

Additions for the year / period  6,438,550,299   249,532,130 

Payments during the year / period  (6,382,380,122)  (234,430,810)

Closing Balance  362,381,517   306,211,340 

  

Schedule - 15  

Miscellaneous expenditure (to the extent not written off or adjusted)  

Loan Facility Fee  

Opening balance   506,610,126   -   

Additions during the year / period  15,353,045   536,804,814 

Less: Amortized during the year / period  151,809,422   30,194,688 

  370,153,749   506,610,126 

 As at As at 
 December 31, 2007 December 31, 2006
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Schedule - 18  

Operating expenses  

Production expenses  976,746,878   22,366,285 

Insurance  39,629,819   1,592,677 

Royalty  342,907,284   10,803,848 

Cess  487,569,103   14,897,560 

Production bonus  98,958,988   3,459,171 

  1,945,812,072   53,119,541 

Schedule - 19  

Administrative expenses  

Salaries and wages  2,325,513,344   22,717,090 

Employee compensation expense (stock options)  780,364,594   345,058,813 

Contribution to Provident fund  35,490,197   1,762,069 

Contribution to Superannuation fund  30,865,466   -   

Leave encashment expenses  1,041,191   6,796,019 

Gratuity expenses  33,137,083   27,404,533 

Staff welfare expenses  32,518,554   2,723,024 

Contract employee charges  1,534,541,453   33,858,595 

Legal and professional expenses  464,776,352   36,951,929 

Repair and maintenance  206,778,694   5,250,135 

Premises rental  212,806,428   4,724,376 

Travel expenses  192,504,763   7,029,192 

Communication expenses  56,944,154   1,422,604 

Exchange Fluctuation (Net)  2,057,000,631   4,588,020 

Insurance  6,463,591   396,506 

Directors’ sitting fees  700,000   500,000 

Loss on sale / discard of fi xed assets (Net)  10,054,922   -   

Premium on forward exchange contracts amortised   63,010,080   -   

Miscellaneous expenses  246,297,973   3,056,624 

  8,290,809,470   504,239,529 

Less: Cost allocated to joint ventures, exploration, development, production, etc.  (4,553,804,746)  (129,946,948)

  3,737,004,724   374,292,581 

  

Schedule - 20  

(Increase) / Decrease in inventories  

Inventories at the beginning of the year  

Finished goods   197,661,299   226,559,148 

Inventories at the end of the year  

Finished goods   309,375,646   197,661,299 

  (111,714,347)  28,897,849 

Schedule - 21  

Finance costs  

Interest on bank overdraft  199,347   1,355,772 

Finance lease charges  7,523,921   358,725 

Bank charges  19,325,590   1,032,006 

  27,048,858   2,746,503 

  Period from
 Year ended August 21, 2006 to 
 December 31, 2007 December 31, 2006
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Schedule - 22  
Loss Per Share  
Loss for the year/period as per profi t and loss account  245,441,899   211,742,237 
Weighted average number of equity shares in calculating basic loss per share  1,777,001,292   312,260,009 
Add: Number of equity shares arising on grant of stock options  11,017,255   6,550,797 
Weighted average number of equity shares in calculating diluted loss per share  1,788,018,547   318,810,806 
Loss per share  
Basic  0.14   0.68 
Diluted (considered anti-dilutive)  0.14   0.68 

  Period from
 Year ended August 21, 2006 to 
 December 31, 2007 December 31, 2006
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Schedule 23 - Notes to Accounts

1. Nature of Operations

Cairn India Limited (‘the Company’) was incorporated in India on August 21, 2006 and is a subsidiary of Cairn UK Holdings Limited, which in turn is a wholly 
owned subsidiary of Cairn Energy PLC, UK which is listed on London Stock Exchange.

The Company was incorporated primarily to engage in the business of surveying, prospecting, drilling and exploring for, acquiring, developing, produc-
ing, maintaining, refi ning, storing, trading, supplying, transporting, marketing, distributing, importing, exporting and generally dealing in minerals, oils, 
petroleum, gas and related by-products and other activities incidental to the above. As part of its business activities, the Company also holds interests in its 
subsidiary companies which have been granted rights to explore and develop oil exploration blocks in India.

The Company along with its subsidiaries are herein referred to as ‘Cairn India Group’. The entities under the Cairn India Group are participants (together with 
other venturers) in Blocks/Oil and Gas fi eld permits granted by the Government of India (‘GoI’). In terms of the Production Sharing Contract (‘PSC’) entered 
into between the GoI and entities within Cairn India Group together with other venture partners, in respect of each of these blocks, there are joint operating 
arrangements amongst the venturers {Unincorporated Joint Ventures (‘UJVs’)}.

2. The Consolidated Financial Statements represent consolidation of accounts of the Company and its subsidiaries as detailed below:

 Name of the Subsidiaries Country of Incorporation

 Cairn India Holdings Limited (‘CIHL’) Jersey

 Cairn Energy Australia Pty Limited  Australia

 Cairn Energy Group Holdings BV The Netherlands

 Cairn Energy Holdings Limited Scotland

 Cairn Energy Discovery Limited Scotland

 Cairn Exploration (No. 2) Limited Scotland

 Cairn Exploration (No. 6) Limited Scotland

 Cairn Energy India Pty Limited Australia

 Cairn Energy India West BV The Netherlands

 Cairn Energy India West Holdings BV The Netherlands

 Cairn Energy Gujarat Holdings BV The Netherlands

 CEH Australia Pty Limited Australia

 Cairn Energy Asia Pty Limited Australia

 Sydney Oil Company Pty Limited Australia

 Cairn Energy Hydrocarbons Limited Scotland

 Cairn Energy India Holdings BV The Netherlands

 Cairn Energy Netherlands Holdings BV The Netherlands

 Cairn Petroleum India Limited Scotland

 Cairn Energy Gujarat Block 1 Limited Scotland

 Cairn Exploration (No. 4) Limited Scotland

 Cairn Exploration (No. 7) Limited Scotland

 Cairn Energy Gujarat BV The Netherlands

 Cairn Energy Cambay BV The Netherlands

 Cairn Energy Cambay Holdings BV The Netherlands

 CEH Australia Limited British Virgin Islands

 Cairn Energy Investments Australia Pty Limited Australia

 Wessington Investments Pty Limited Australia

 Command Petroleum (PPL 56) Limited Australia

CIHL is a wholly owned subsidiary of the Company. All other abovementioned companies are direct or indirect wholly owned subsidiaries of CIHL. 
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Cairn India Group has entered into Production Sharing Contracts (PSCs) and Joint Ventures (JVs) in respect of certain Blocks / Oil and Gas fi elds. Details of 
these PSCs/JVs are as follows:

 Block/Oil and Gas Field  Area Participating Interest

 Operated block

 Ravva Krishna Godavari 22.5%

 CB-OS/2 – Exploration area Cambay Offshore 60%

 CB-OS/2 - Development area  Cambay Offshore  40%

 RJ-ON-90/1 – Exploration area Rajasthan Onshore 100%

 RJ-ON-90/1 – Development area Rajasthan Onshore 70%

 GV-ONN-2002/1 Ganga Valley Onshore 50%

 GV-ONN-2003/1 Ganga Valley Onshore 24%

 VN-ONN-2003/1 Vindhyan Onshore 49%

 KG-ONN-2003/1 Krishna Godavari Onshore 49%

 PR-OSN-2004 Palar Basin Offshore 35%

 Non – operated block

 KG-DWN-98/2  Krishna Godavari Deep water 10%

 GV-ONN-97/1 Ganga Valley Onshore 15%

 CB-ONN-2001/1 Cambay Onshore 30%

 CB-ONN-2002/1 Cambay Onshore 30%

 RJ-ONN-2003/1 Rajasthan Onshore 30%

 GS-OSN-2003/1 Gujarat Saurashtra Onshore 49%

 KK-DWN-2004 Kerala Konkan Basin Offshore 40%

3. Statement of Signifi cant Accounting Policies
  (a) Basis of preparation
 The fi nancial statements have been prepared to comply in all material respects with the mandatory Accounting Standards notifi ed under the Companies 

(Accounting Standard) Rules, 2006 under the historical cost convention and on an accrual basis. The accounting policies, in all material respects, have 
been consistently applied by Cairn India Group and are consistent with those used in the previous period.

 Principles of consolidation:
 The Consolidated Financial Statements relate to the Cairn India Group. In the preparation of these Consolidated Financial Statements, investments in Sub-

sidiaries and Joint Venture entities have been accounted for in accordance with the provisions of AS 21 (Accounting for Consolidated Financial Statements) 
and AS 27 (Financial Reporting of Interests in Joint Ventures) respectively. The Consolidated Financial Statements are prepared on the following basis:-

 (i) The fi nancial statements of the Company and its subsidiary companies are consolidated on a line-by-line basis by adding together the book values 
of the like items of assets, liabilities, income and expenses after eliminating all signifi cant intra-group balances and intra-group transactions and also 
unrealised profi ts or losses in accordance with Accounting Standard (AS) 21 “Consolidated Financial Statements”.

 (ii) The Consolidated Financial Statements are prepared using uniform accounting policies for like transactions and other events in similar circum-
stances and are presented, to the extent possible, in the same manner as the Company’s separate fi nancial statements. The fi nancial statements of 
the foreign subsidiaries are adjusted for the accounting principles and policies followed by the Company.

 (iii) The difference between the cost to the Company of its investment in Subsidiaries and its proportionate share in the equity of the investee company 
at the time of acquisition of shares in the Subsidiaries is recognised in the fi nancial statements as Goodwill or Capital Reserve, as the case may be. 
Goodwill is tested for impairment by the management on an annual basis. 

 (b) Oil and gas assets
 Cairn India Group follows a successful efforts method for accounting for oil and gas assets as set out by the Guidance Note issued by the Institute of 

Chartered Accountants of India (ICAI) on “Accounting for Oil and Gas Producing Activities”.
 Expenditure incurred on the acquisition of a license interest is initially capitalised on a license by license basis. Costs are held, undepleted, within exploratory & 

development wells in progress until the exploration phase relating to the license area is complete or commercial oil and gas reserves have been discovered.
 Exploration expenditure incurred in the process of determining exploration targets which cannot be directly related to individual exploration wells is 

expensed in the period in which it is incurred.
 Exploration/appraisal drilling costs are initially capitalised within exploratory & development wells in progress on a well by well basis until the success or oth-

erwise of the well has been established. The success or failure of each exploration/appraisal effort is judged on a well by well basis. Drilling costs are written 
off on completion of a well unless the results indicate that oil and gas reserves exist and there is a reasonable prospect that these reserves are commercial.
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 Where results of exploration drilling indicate the presence of oil and gas reserves which are ultimately not considered commercially viable, all related 
costs are written off to the profi t and loss account. Following appraisal of successful exploration wells, when a well is ready for commencement of com-
mercial production, the related exploratory and development wells in progress are transferred into a single fi eld cost centre within producing properties, 
after testing for impairment. 

 Where costs are incurred after technical feasibility and commercial viability of producing oil and gas is demonstrated and it has been determined that 
the wells are ready for commencement of commercial production, they are capitalised within producing properties for each cost centre. Subsequent 
expenditure is capitalised when it enhances the economic benefi ts of the producing properties or replaces part of the existing producing properties. 
Any costs remaining associated with such part replaced are expensed in the fi nancial statements.Net proceeds from any disposal of an exploration asset 
within exploratory & development wells in progress are initially credited against the previously capitalised costs and any surplus proceeds are credited 
to the profi t and loss account. 

 Net proceeds from any disposal of producing properties are credited against the previously capitalised cost and any gain or loss on disposal of produc-
ing properties is recognised in the profi t and loss account, to the extent that the net proceeds exceed or are less than the appropriate portion of the net 
capitalised costs of the asset. 

 (c) Depletion
 The expenditure on producing properties is depleted within each cost centre.
 Depletion is charged on a unit of production basis, based on proved reserves for acquisition costs and proved and developed reserves for other costs. 

 (d) Site restoration costs
 At the end of the producing life of a fi eld, costs are incurred in restoring the site of production facilities. Cairn India Group recognises the full cost 

of site restoration as an asset and liability when the obligation to rectify environmental damage arises. The site restoration asset is included within 
producing properties of the related asset. The amortisation of the asset, calculated on a unit of production basis based on proved and developed 
reserves, is included in the “depletion and site restoration costs” in the profi t and loss account.

 (e) Impairment
 i. The carrying amounts of assets are reviewed at each balance sheet date if there is any indication of impairment based on internal/external fac-

tors. An impairment loss is recognised where the carrying amount of an asset exceeds its recoverable amount. The recoverable amount is the 
greater of the asset’s net selling price and value in use. In assessing value in use, the estimated future cash fl ows are discounted to their present 
value at the weighted average cost of capital. 

 ii. After impairment, depreciation/depletion is provided in subsequent periods on the revised carrying amount of the asset over its remaining use-
ful life. 

 iii. Where there has been a charge for impairment in an earlier period, that charge will be reversed in a later period where there has been a change 
in circumstances to the extent that the discounted future net cash fl ows are higher than the net book value at the time. In reversing impairment 
losses, the carrying amount of the asset will be increased to the lower of its original carrying value or the carrying value that would have been 
determined (net of depletion) had no impairment loss been recognised in prior periods.

 (f) Tangible fi xed assets, depreciation and amortisation

 Tangible assets, other than oil and gas assets, are stated at cost, less accumulated depreciation and impairment losses, if any. Cost comprises the pur-
chase price and any attributable cost of bringing the asset to its working condition for its intended use. Borrowing costs relating to acquisition of fi xed 
assets which take a substantial period of time to get ready for its intended use are also included to the extent they relate to the period till such assets are 
ready to be put to use.

 Depreciation is provided using the Straight Line Method as per the useful lives of the assets estimated by the management, or at the rates prescribed 
under Schedule XIV of the Companies Act 1956, whichever is higher. The expected useful economic lives are as follows:

 Vehicles 2 to 4 years

 Freehold buildings 10 years

 Computers 2 to 4 years

 Furniture and fi xtures 2 to 4 years

 Offi ce equipments 2 to 4 years

 Plant and Equipment 2 to 4 years 

 Leasehold improvements are amortised over the remaining period of the primary lease or useful life, whichever is shorter.

 (g) Intangible fi xed assets and amortization

 Intangible assets, other than oil and gas assets, have fi nite useful lives and are measured at cost and amortised over their expected useful economic lives 
as follows:

 Computer software  2 to 4 years 

 Goodwill arising on acquisition is capitalised and is subject to annual review for impairment.
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 (h) Leases
 Finance leases, which effectively transfer substantially all the risks and benefi ts incidental to ownership of the leased item, are capitalised at the lower 

of the fair value and present value of the minimum lease payments at the inception of the lease term and disclosed as leased assets. Lease payments are 
apportioned between the fi nance charges and reduction of the lease liability based on the implicit rate of return. Finance charges are charged directly 
against income. Lease management fees, legal charges and other initial direct costs are capitalised.

 If there is no reasonable certainty that Cairn India Group will obtain the ownership by the end of the lease term, capitalised leased assets are depreciated 
over the shorter of the estimated useful life of the asset or the lease term.Leases where the lessor effectively retains substantially all the risks and benefi ts 
of ownership of the leased item, are classifi ed as operating leases. Operating lease payments are recognised as an expense in the Profi t and Loss account 
on a straight-line basis over the lease term.

 (i) Investments
 Investments that are readily realisable and intended to be held for not more than a year are classifi ed as current investments. Current investments are 

measured at cost or market value, whichever is lower, determined on an individual investment basis. All other investments are classifi ed as long-term in-
vestments. Long-term investments are measured at cost. However, provision for diminution in value is made to recognise a decline other than temporary 
in the value of the investments.

 (j) Inventory
 Inventories of oil and condensate held at the balance sheet date are valued at net realisable value based on the estimated selling price. Inventory of stores 

and spares related to exploration and development activities are stated at cost, determined on First In First Out (FIFO) basis, whereas, stores and spares 
related to production activities are treated as routine expenses and charged to the profi t and loss account, as and when purchased. 

 (k) Joint Ventures
 Cairn India Group participates in several Joint Ventures which involve the joint control of assets used in the oil and gas exploration, development and 

producing activities. It accounts for its share of the assets and liabilities of Joint Ventures along with attributable income and expenses in such Joint 
Ventures, in which it holds a participating interest. Joint venture cash and cash equivalent balances are considered by the Cairn India Group to be the 
amounts contributed in excess of the Cairn India Group’s obligations to the joint ventures and are, therefore, disclosed within Loans and Advances.

 (i) Revenue recognition
 Revenue is recognized to the extent that it is probable that the economic benefi ts will fl ow to the Cairn India Group and the revenue can be reliably 

measured. 
 Revenue from operating activities
 Revenue represents the Cairn India Group’s share of oil, gas and condensate production, recognised on a direct entitlement basis and tariff income 

received for third party use of operating facilities and pipelines in accordance with agreements.

 Interest income
 Interest income is recognised on a time proportion basis. 

 (m) Borrowing costs
 Borrowing costs include interest and commitment charges on borrowings, amortisation of costs incurred in connection with the arrangement of borrow-

ings and fi nance charges under leases. Costs incurred on borrowings directly attributable to development projects, which take a substantial period of 
time to complete, are capitalised within the development/producing asset for each cost-centre.

 All other borrowing costs are recognised in the Profi t and Loss account in the period in which they are incurred.

 (n) Foreign currency transactions and translations
 Cairn India Group translates foreign currency transactions into Indian Rupees at the rate of exchange prevailing at the transaction date. Monetary as-

sets and liabilities denominated in foreign currency are translated into Indian Rupees at the rate of exchange prevailing at the balance sheet date. Non-
monetary items which are carried in terms of historical cost denominated in a foreign currency are reported using the exchange rate at the date of the 
transaction.

 Exchange differences arising on the settlement of monetary items or on reporting the Cairn India Group’s monetary items at rates different from those at 
which they were initially recorded during the year, or reported in previous fi nancial statements, are recognised as income or as expenses in the year in 
which they arise except those arising from investments in non-integral operations.

 All transactions of integral foreign operations are translated as if the transactions of those foreign operations were the transactions of the Company itself. 
In translating the fi nancial statements of a non-integral foreign operation for incorporating in fi nancial statements, the Cairn India Group translates the 
assets and liabilities at the rate of exchange prevailing at the balance sheet date. Income and expenses of non-integral operations are translated using 
rates at the date of transactions. Resulting exchange differences are disclosed under the foreign currency translation reserve until the disposal of the net 
investment.

 On the disposal of a non-integral foreign operation, the cumulative amount of the exchange differences which have been deferred and which relate to 
that operation are recognised as income or as expenses in the same period in which the gain or loss on disposal is recognised.

 When there is a change in the classifi cation of a foreign operation, the translation procedures applicable to the revised classifi cation are applied from the 
date of the change in the classifi cation.
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 (o) Income taxes
 Tax expense comprises of current, deferred and fringe benefi t tax. Current income tax and fringe benefi t tax are measured at the amount expected to 

be paid to the tax authorities in accordance with the Indian Income Tax Act. Deferred income tax refl ects the impact of current year timing differences 
between taxable income and accounting income for the year and reversal of timing differences of earlier years.

 Deferred tax assets and liabilities are measured, based on tax rates and laws enacted or substantively enacted at the balance sheet date. Deferred tax 
assets and deferred tax liabilities across various subsidiaries or countries of operation are not set off against each other as Cairn India Group does not 
have a legal right to do so. Current and deferred tax assets and liabilities are only offset where they arise within the same entity and tax jurisdiction.

 Deferred tax assets are recognised only to the extent that there is reasonable certainty that suffi cient future taxable income will be available against 
which such deferred tax assets can be realised. If Cairn India Group has carry forward of unabsorbed depreciation and tax losses, deferred tax assets are 
recognised only if there is virtual certainty, supported by convincing evidence, that such deferred tax assets can be realised against future taxable profi ts. 
Unrecognised deferred tax assets of earlier years are re-assessed and recognised to the extent that it has become reasonably certain that future taxable 
income will be available against which such deferred tax assets can be realised. 

 (p) Earnings Per Share
 Basic earnings per share are calculated by dividing the net profi t or loss for the year attributable to equity shareholders by the weighted average number 

of equity shares outstanding during the period. The weighted average number of equity shares outstanding during the period is adjusted for events of 
bonus issue; bonus element in a rights issue to existing shareholders; share split; and reverse share split (consolidation of shares).

 For the purpose of calculating diluted earnings per share, the net profi t or loss for the period attributable to equity shareholders and the weighted aver-
age number of shares outstanding during the period are adjusted for the effects of all dilutive potential equity shares, if any.

 (q) Provisions
 A provision is recognised when Cairn India Group has a present obligation as a result of past event and it is probable that an outfl ow of resources will 

be required to settle the obligation, in respect of which a reliable estimate can be made. Provisions are not discounted to its present value and are 
determined based on best estimate required to settle the obligation at the balance sheet date. These are reviewed at each balance sheet date and ad-
justed to refl ect the current best estimates.

 (r) Cash and Cash equivalents
 Cash and cash equivalents in the cash fl ow statement comprise cash at bank and in hand and short-term investments, with an original maturity of 90 days or less.

 (s) Employee Benefi ts

 Retirement and Gratuity benefi ts
 Retirement benefi ts in the form of Provident Fund and Superannuation Scheme are defi ned contribution schemes and the contributions are charged to 

the profi t and loss account of the year when the contributions to the respective funds are due. There are no other obligations other than the contribution 
payable to the respective authorities.

 Gratuity liability is a defi ned benefi t obligation and is provided for on the basis of an actuarial valuation on projected unit credit method made at the end 
of each fi nancial year. The scheme is maintained and administered by an insurer to which the trustees make periodic contributions. 

 Short-term compensated absences are provided for based on estimates. Long term compensated absences are provided for based on actuarial valuation 
made at the end of each fi nancial year. The actuarial valuation is done as per projected unit credit method.

 Actuarial gains/losses are immediately taken to profi t and loss account and are not deferred.

 Employee Stock Compensation Cost
 The cost of awards to employees under the Company’s ultimate parent entity’s Long Term Incentive Plans (“the LTIP”) and share option plans are recog-

nised over the three years period to which the performance relates. The amount recognised is based on the fair value of the shares as measured at the 
date of the award. The awards under the LTIP are valued at the market price at grant date while the shares issued under share options are valued using 
options pricing model.

 The costs of awards to employees in the form of cash but based on share performance (phantom options) are recognised over the period to which the 
performance relates. The amount recognised is based on the fair value of the liability arising from the transaction.

 Measurement and disclosure of the employee share-based payment plans of the Company is done in accordance with the Guidance Note on Accounting 
for Employee Share-based Payments, issued by the ICAI. Cairn India Group measures compensation cost relating to employee stock options using the 
fair value method. Compensation expense is amortised over the vesting period of the option on a straight line basis.

 (t) Use of estimates
 The preparation of fi nancial statements in conformity with generally accepted accounting principles requires management to make estimates and as-

sumptions that affect the reported amounts of assets and liabilities and disclosure of contingent liabilities at the date of the fi nancial statements and the 
results of operations during the reporting period end. Although these estimates are based upon management’s best knowledge of current events and 
actions, actual results could differ from these estimates.

 (u) Segment Reporting Policies
 Identifi cation of segments:
 The Company’s operating businesses are organized and managed according to the nature of products and services provided to offer similar products 

and serving similar markets.
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 (v) Miscellaneous Expenditure (to the extent not written off)
 Expenditure incurred in connection with the arrangement of borrowings are deferred and are written off on a straight line basis over the loan period.

4. Segmental Reporting
 Business segments
 The primary reporting of Cairn India Group has been prepared on the basis of business segments. Cairn India Group has only one business segment, 

which is the exploration, development and production of oil and gas and operates in a single business segment based on the nature of the products, the 
risks and returns, the organisation structure and the internal fi nancial reporting systems. Accordingly, the fi gures appearing in these fi nancial statements 
relate to the Cairn India Group’s single business segment.

 Geographical segments
 Secondary segmental reporting is prepared on the basis of the geographical location of customers. The operating interests of the Cairn India Group are 

confi ned to India in terms of oil and gas blocks and customers. Accordingly, the fi gures appearing in these fi nancial statements relate to the Cairn India 
Group’s single geographical segment being operations in India.

5. Related party disclosure

 a) Name of related parties:

 Holding company Cairn UK Holdings Limited, UK

 Ultimate holding company Cairn Energy PLC, UK

 Key managerial personnel Non Executive Directors 
 (Effective August 22, 2006) - Sir William Gammell, Director - Norman Murray, Director
  - Hamish Grossart, Director - upto - Malcolm Thoms, Director – from
  September 20, 2007  September 20, 2007

  Executive Directors 
  - Rahul Dhir, Managing Director and - Lawrence Smyth, Director – Executive Director
  Chief Executive Offi cer from March 1, 2007
  - Indrajit Banerjee, Executive Director - Jann Brown, Director – upto February 28, 2007
  and  Chief Financial Offi cer – effective 
  February 28, 2007

 b) Transactions during the year/period

 Nature of the Transactions Related Party Current year Amount in Rs. Previous period Amount in Rs.

 Reimbursement of expenses Cairn Energy PLC 25,952,610 25,000,200

 Shares issued during the period  Cairn UK Holding Ltd 2,093,606,560 207,237,873,500
 (share capital and securities premium)

 Remuneration  Rahul Dhir 165,579,341 2,981,418

  Lawrence Smyth 113,677,176 1,797,274

  Indrajit Banerjee 15,592,932 Nil

  Total  294,849,449 4,778,692

 c) Balances outstanding:

 Nature of transactions Current year Amount in Rs. Previous period Amount in Rs.

 Accounts payable   

 - Cairn Energy PLC 700,350,531 726,303,141

 - Cairn UK Holdings Ltd Nil 32,763,069,551

  700,350,531 33,489,372,692

 Remuneration payable  

 - Rahul Dhir 3,261,370 861,370

 - Lawrence Smyth 1,800,000 Nil

 - Indrajit Banerjee 1,500,000 Nil

  6,561,370 861,370

Note: The salaries to the key managerial personnel does not include gratuity and leave encashment benefi ts, as they are determined for Cairn India Group 
as a whole.
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6. The Company, during the previous period, has relied on a legal opinion from an expert confi rming that the preliminary expenses and share issue ex-
penses can be set-off against the securities premium account as per provisions of Section 78 of the Companies Act, 1956. Accordingly, preliminary/issue 
expenses amounting to Rs. 1,619,164,881 (previous period 722,687,148) have been adjusted against securities premium.

7. Till December 31, 2007, the Company has entered into the following transactions:

 (a) Share capital movement in Cairn India Limited in current year and previous period-

Date Number of 
Shares

Description Issued at Rs. per 
Share (including 

securities preium)

Amount (including 
securities premium)Rs.

August 21, 2006 50,000 Initial share capital 10 500,000

October 12, 2006,

November 22, 2006,

December 8, 2006

365,028,898 Issued to its holding company, Cairn UK 
Holdings Limited, a body corporate, at a 
securities premium of Rs. 180 per equity share, 
being the higher end of the price band at 
which the equity shares were being marketed 
in relation to the initial public offering (IPO)

190 69,355,490,620

December 20, 2006 861,764,893 Issued to its holding company, Cairn UK 
Holdings Limited by way of share swap 
arrangement for acquiring 135,267,264 
ordinary shares of the Company’s subsidiary, 
Cairn India Holdings Limited.

160 137,882,382,880

December 29, 2006 538,470,588 IPO and pre-IPO placement 160 86,155,294,080

Total as on 
December 31, 2006

1,765,314,379 293,393,667,580

February 8, 2007 13,085,041 Issued to its holding company, Cairn UK 
Holdings Limited under Green Shoe Option

160 2,093,606,560

Total as on 
December 31, 2007

1,778,399,420 295,487,274,140

 
 (b)  During the year, the Company acquired from Cairn UK Holdings Limited 21,164,448 shares (previous period – 251,224,744 shares) in Cairn India 

Holdings Limited for total purchase consideration of Rs. 22,265,000,000 (previous year - Rs. 266,818,710,140).

  The above transactions (except for the initial share capital) upto December 31, 2006 are based on the terms and conditions prescribed by the Share 
Purchase Agreement executed between Cairn Energy PLC, Cairn UK Holdings Limited, Cairn India Holdings Limited and the Company dated 
October 12, 2006 and in accordance with the approvals in this behalf received from the Foreign Investment Promotion Board, Government of India 
and from other relevant regulatory authorities in India and as per applicable valuation norms. This strategic investment has been made to acquire 
the oil and gas assets of CIHL and its subsidiaries.

8. (a)  The Company has issued 328,799,675 equity shares pursuant to its Initial Public Offer (‘IPO’) in December 2006 and allotted these shares on 
December 29, 2006 after fi ling prospectus dated December 22, 2006 with the Registrar of Companies. The Company has also allotted 209,670,913 
equity shares on December 29, 2006 to certain investors as part of pre-IPO placement in November 2006.

 (b) The Company received approval of listing from National Stock Exchange and Bombay Stock Exchange on January 4, 2007 and January 6, 2007 
respectively. The equity shares, allotted to the investors based on its prospectus fi led with Registrar of Companies on December 22, 2006, were 
listed in National Stock Exchange and Bombay Stock Exchange on January 9, 2007. 

 (c) Details of utilisation of proceeds raised through the public issue:
  As on December 31, 2007, the Company (along with its subsidiaries) has utilised Rs. 71,682,135,044 (previous period Rs. Nil) for the purposes 

listed in the Prospectus out of the issue proceeds of Rs. 88,248,900,640. Till December 31, 2006, the Company had received amounts aggregating 
Rs. 52,607,948,000 out of such total funds received, which were lying in the Company’s bank accounts. The funds utilised by the Company and its 
subsidiaries as on December 31, 2007, as against the stated objectives in the Prospectus is tabulated as under:

   Amount in Rs.

  i) Acquisition of shares of Cairn India Holdings Limited from Cairn UK Holdings Limited 59,580,836,640

  ii) Exploration/Development expenses 10,411,239,436

  iii) Issue expenses  90,439,780

  iv) General corporate expenses 1,599,619,188

schedules to the consolidated fi nancial statements - continued
FOR THE PERIOD ENDED ON DECEMBER 31, 2007

Schedule 23 - Notes to Accounts

F-269



103   C A I R N  I N D I A  L I M I T E D   A C C O U N T S

 The unutilized monies out of the public issue being Rs. 16,566,765,596 is lying in following accounts of the Company and its subsidiaries as at the year end:

   As at December 31, 2007 (in Rs.)  As at December 31, 2006 (in Rs.)

 -  Mutual funds* 7,337,855,617 -

 -  Balances with banks 9,228,909,979 552,607,948,000
 *includes unrealized gain of Rs.60,430,573 on account of appreciation in the net asset value of the units and does not include unrealized exchange loss 

of Rs. 253,850,000

9. The shareholders of the Company have approved Cairn India Senior Management Plan (CISMP), Cairn India Performance Option Plan (CIPOP) and 
Cairn India Employee Stock Option Plan (CIESOP) at an extra ordinary general meeting held on November 17, 2006, such plans being adopted by the 
Board of Directors of the Company on the same day.

 (a) Under the CISMP scheme, the Company has granted options, under equity settlement method, to two directors on November 24, 2006 at exercise 
price of Rs.33.70 per equity share. Based on the fair value of options, an amount of Rs.687,903,804 (excluding options expired) has been consid-
ered as total charge, out of which an amount of Rs.342,844,991 pertaining to the year ended December 31, 2007 has been charged to the Profi t 
and Loss Account.

  The options are subject to performance conditions as under:

Description

Names of the eligible employees Rahul Dhir, Managing Director Lawrence Smyth, Director

Number of options granted 6,714,233 1,584,480

Lock in period 12 months from the date of allotment of equity shares under this scheme

Vesting Schedule 1/3rd of the options will vest on the day following the date 
on which the equity shares have been admitted to listing 
on the Stock Exchanges (‘admission date’).

1/2 of the options will vest on the day following the 
date on which the equity shares have been admitted to 
listing on the Stock Exchanges.

1/3rd of the options will vest 18 months after the admission 
date.

*1/4th of the options will vest on the date on which all 
major equipment for the start-up of the Mangala fi eld is 
delivered to site.

1/3rd of the options will vest on achieving 30 days’ 
consecutive production of over 150,000 bopd from the 
Rajasthan Block.

*1/4th of the options will vest on achieving 100,000 
boepd from the Mangala Field.

  *792,240 options have expired due to resignation of Mr. Lawrence Smyth, which is effective from April 2008.

  The following table details the number of share options for the CISMP:

  Current year Previous period

 Outstanding at the beginning of the year 8,298,713 -

 Granted during the year - 8,298,713

 Lapsed during the year (792,240) -

 Exercised during the year - -

 Outstanding at the end of the year 7,506,473 8,298,713

 The Share Options under CISMP have been valued using an Option Pricing Model (Black Scholes Model). The main inputs to the model and the 
Fair Value of the options, based on an independent valuation, are as under:

Variables Rahul Dhir Lawrence Smyth

Stock Price – fair value of the 
equity shares on the date of 
grant (Rs.)

160 160 160 160 160 160

Vesting Date January 9, 2007 July 9, 2008 April 1, 2010 January 9, 2007 July 9, 2008 December 31, 2009

Vesting % 33 1/3% 33 1/3% 33 1/3 % 50% 25% 25%

Volatility 45.99% 41.49% 39.67% 45.99% 41.49% 39.67%

Risk free rate 6.82% 7.22% 7.46% 6.82% 7.22% 7.44%

Time to maturity (years) 0.88 2.37 4.10 0.88 2.37 3.85

Fair Value of the options (Rs.) 128.21 131.55 135.31 128.21 131.55 134.79
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(b) (i) Under the CIPOP scheme, the Company has granted options equivalent to 1,708,195 equity shares of the face value of Rs.10 each, under equity 
settlement method, to each of the eligible employees of the Company on January 1, 2007 at an exercise price of Rs.10 each. Based on the fair 
value of options, an amount of Rs. 231,123,603 (excluding the expired options) has been considered as total charge, out of which an amount of 
Rs. 77,041,201 pertaining to the year ended December 31, 2007 has been charged to the profi t and loss account.

 The Share Options under CIPOP have been valued using an Option Pricing Model (Black Scholes Model). The main inputs to the model and the 
Fair Value of the options, based on an independent valuation, are as under:

 Variables 

 Stock Price – fair value of the equity shares on the date of grant (Rs.) 160

 Vesting date January 1, 2010

 Vesting % 100%

 Volatility 41.61%

 Risk free rate 7.33%

 Time to maturity (years) 3.12

 Fair Value of the options (Rs.) 152.05

 (ii) Under the CIPOP scheme, the Company again granted options equivalent to 3,235,194 equity shares of the face value of Rs.10 each, under equity 
settlement method, to each of the eligible employees of the Company on September 20, 2007 at an exercise price of Rs.10 each. Based on the 
fair value of options, an amount of Rs.514,298,790 (excluding the expired options)has been considered as total charge, out of which an amount of 
Rs.47,620,258 pertaining to the year ended December 31, 2007 has been charged to the Profi t and Loss Account.

  The Share Options under CIPOP have been valued using an Option Pricing Model (Black Scholes Model). The main inputs to the model and the 
Fair Value of the options, based on an independent valuation, are as under:

 Variables 

 Stock Price – fair value of the equity shares on the date of grant (Rs.) 166.95

 Vesting date September 20, 2010

 Vesting % 100%

 Volatility 36.40%

 Risk free rate 7.23%

 Time to maturity (years) 3.12

 Fair Value of the options (Rs.) 158.97

 The following table details the number of share options for the CIPOP (2006):

  Current year Previous period

 Outstanding at the beginning of the year - -

 Granted during the year 4,943,389 -

 Lapsed during the year (188,145) -

 Exercised during the year - -

 Outstanding at the end of the year 4,755,244 -

(c) (i)  Under the CIESOP scheme, the Company has granted options equivalent to 3,467,702 equity shares of the face value of Rs.10 each, under equity 
settlement method, to each of the eligible employees of the Company on January 1, 2007 at an exercise price of Rs.160 each. Based on the fair 
value of options, an amount of Rs.264,576,356 (excluding the expired options) has been considered as total charge, out of which an amount of 
Rs.88,192,119 pertaining to the year ended December 31, 2007 has been charged to the Profi t and Loss Account.

 The Share Options under CIESOP have been valued using an Option Pricing Model (Black Scholes Model). The main inputs to the model and the 
Fair Value of the options, based on an independent valuation, are as under:

 Variables 

 Stock Price – fair value of the equity shares on the date of grant (Rs.) 160

 Vesting date January 1, 2010

 Vesting % 100%

 Volatility 41.04%

 Risk free rate 7.50%

 Time to maturity (years) 6.50

 Fair Value of the options (Rs.) 87.30
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 (ii) Under the CIESOP scheme, the Company again granted options equivalent to 5,515,053 equity shares of the face value of Rs.10 each, under equity 
settlement method, to each of the eligible employees of the Company on September 20, 2007 at an exercise price of Rs.166.95 each. Based on the 
fair value of options, an amount of Rs.500,325,608 (excluding the expired options) has been considered as total charge, out of which an amount of 
Rs.46,326,445 pertaining to the year ended December 31, 2007 has been charged to the Profi t and Loss Account.

  The Share Options under CIPOP have been valued using an Option Pricing Model (Black Scholes Model). The main inputs to the model and the 
Fair Value of the options, based on an independent valuation, are as under:

 Variables 

 Stock Price – fair value of the equity shares on the date of grant (Rs.) 166.95

 Vesting date September 20, 2010

 Vesting % 100%

 Volatility 40.24%

 Risk free rate 7.65%

 Time to maturity (years) 6.50

 Fair Value of the options (Rs.) 90.72

  The following table details the number of share options for the CIESOP:

  Current year Previous period

 Outstanding at the beginning of the year - -

 Granted during the year 8,982,755 -

 Lapsed during the year (437,045) -

 Exercised during the year - -

 Outstanding at the end of the year 8,545,710 -

10. Current investments - unquoted and non trade: 

 The details of investments in mutual fund units are as tabulated under:

Sr.

No.

Particulars As at December 
31, 2007

As at December 
31, 2006

(Amount in Rs.) (Amount in Rs.)
1 20,594,145.28 units (previous period: nil), face value Rs 10 each, of ABN AMRO Mutual Fund of ABN 

AMRO Money Plus Fund-Institutional Plan-Growth Option
238,366,935 -

2 51,971,029.11 units (previous period: nil), face value Rs 10 each, of Birla Sun Life Mutual Fund under 
Birla Sun Life Liquid Plus-Institutional Plan – Growth Option

763,906,605 -

3 225,723.55 units (previous period: nil), face value Rs 1,000 each, of DSP Merrill Lynch Mutual Fund 
under DSP Merrill Lynch Liquid Plus Fund - Institutional Plan – Growth Option

250,000,000 -

4 28,699,826.62 units (previous period: nil), face value Rs 10 each, of HDFC Mutual Fund under HDFC 
Floating Rate Income Fund-Short Term Plan - Wholesale Option – Growth

380,692,465 -

5 17,009,296.46 units (previous period: nil), face value Rs 10 each, of HDFC Mutual Fund under HDFC 
Cash Management Savings Plus - Wholesale Plan Growth Option

290,000,000 -

6 23,353,354.94 units (previous period: nil), face value Rs 10 each, of HDFC Mutual Fund under HDFC 
Quarterly Interval Fund-Plan A Wholesale Growth

250,000,000 -

7 43,733,776.21 units(previous period: nil), face value Rs 10 each, of ICICI Prudential Mutual Fund under 
ICICI Prudential Floating Plan D – Growth

502,627,917 -

8 19,998,847.30 units (previous period: nil), face value Rs 10 each, of ICICI Prudential Mutual Fund 
under ICICI Prudential Flexible Income Plan – Growth

290,047,282 -

9 47,430,680.06 units (previous period: nil), face value Rs 10 each, of ING Mutual Fund under ING Liquid 
Plus Fund – Institutional Growth Option

500,000,000 -

10 242,823.20 units (previous period: nil), face value Rs 10 each, of Reliance Mutual Fund under Reliance 
Liquid Plus Fund – Institutional Option – Growth Plan

255,450,472 -

11 23,960,359.98 units (previous period: nil), face value Rs 10 each, of Reliance Mutual Fund under 
Reliance Quarterly Interval Fund-Series III -Institutional Growth Plan

250,000,000 -

12 20,000,000.00 units (previous period: nil), face value Rs 10 each, of SBI Mutual Fund under SBI Debt 
Fund Series - 90 Days - November 2007 – Growth

200,000,000 -
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Sr.

No.

Particulars As at December 
31, 2007

As at December 
31, 2006

(Amount in Rs.) (Amount in Rs.)
13 55,482,327.99 units (previous period: nil), face value Rs 10 each, of Tata Mutual Fund under Tata 

Floater Fund - Growth
639,783,369 -

14 20,898,812.55 units (previous period: nil), face value Rs 10 each, of Franklin Templeton Mutual Fund 
under Templeton Floating Rate Income Fund Short Term Plan Institutional Option - Growth

242,700,000 -

15 50,000,000 units (previous period: nil), face value 1 USD each, of ABN AMRO Mutual Fund under 
ABN AMRO Global Liquidity Funds Monthly Dividend Plan

1,970,000,000 -

TOTAL 7,023,575,044 -

11. Lease obligations disclosures
 Finance Lease:
 The Group has taken fi nance leases for various items of leaseholds improvements and offi ce equipments all of which provide the specifi c entity, which 

holds the lease with the option to purchase. The lease obligations are secured against assets acquired under the lease. The lease term is 3 to 6 years. 
There is no escalation clause in the lease agreement. There are no restrictions imposed by lease arrangements and there are no subleases.

Current Year December 31, 2007

Minimum lease payments Present value of minimum lease 
payments

Lease fi nance 
charges

Within one year of the balance sheet date 86,165,931 74,764,061 11,401,870

Due in a period betweenone year and fi ve years 104,095,661 94,597,107 9,498,554

Due after fi ve years Nil Nil Nil

Previous period December 31, 2006

Minimum lease payments Present value of minimum lease
payments

Lease fi nance 
charges

Within one year of the balance sheet date 78,545,551 61,068,740 17,476,811

Due in a period betweenone year and fi ve years 152,797,268 136,830,471 15,966,797

Due after fi ve years Nil Nil Nil

Note: The interest rate on fi nance lease ranges from 3.77 % to 10.26 %

Operating Lease:
 Group entities have entered into commercial leases for Offi ce premises. The leases have a life of 3 to 6 years. There is no escalation clause in the lease 
agreement for the primary lease period. There are no restrictions imposed by lease arrangements and there are no subleases.

December 31, 2007 December 31, 2006

Lease rentals recognised during the period 40,199,460 1,168,113

Minimum lease payments in case of non-cancelable operating leases

Within one year of the balance sheet date 117,469,547 39,503,460

Due in a period between one year and fi ve years 264,796,997 157,181,021

Due after fi ve years Nil 327,813

12. Contingent liabilities 
 Claims against Cairn India Group, not acknowledged as debts (net) are as follows:
  (i) Arbitration proceedings under the Ravva PSC

 In 2002, two of the joint venture parties to the Ravva Production Sharing Contract (“PSC”), Cairn Energy India Pty Limited (“CEI”) and Ravva Oil 
(Singapore) Pte. Limited (collectively the “Respondents”) initiated arbitration proceedings against the Government of India (“GoI”) in respect of a number 
of disputes relating to the recoverability of certain costs and the validity of those costs for the purposes of calculating the post-tax rate of return (“PTRR”) 
for production sharing purposes. On 12 October, 2004, the international arbitral panel ruled in favour of the GoI on some of the issues in dispute and in 
favour of the Respondents on others. 

 The GoI has fi led an appeal in the Malaysian courts, as Kuala Lumpur was the seat of the arbitration, in respect of one element of the award on which the 
international arbitral panel ruled in favour of the Respondents, namely the “ONGC Carry”, which is the Respondents’ proportionate share of the entire 
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exploration, development, production and contract costs incurred by ONGC prior to the date of the Ravva PSC. The issue is whether the Respondents 
are entitled to include in their accounts for the purposes of calculating the PTRR certain costs paid by the Respondents in consideration for ONGC 
having paid 100% of costs prior to the signing of the Ravva PSC in October 1994. The Respondents are challenging the appeal on the ground that under 
Malaysian law, an international arbitral award can only be remitted or set aside on the grounds of misconduct or failure in law on the part of the arbitral 
panel. However, in the event that the GoI’s appeal succeeds and the initial arbitration award is reversed on this issue in a way that is enforceable against 
CEI, then CEI would be liable to make an additional payment of approximately Rs. 2,518 million (USD63.9 million). 

 In a separate dispute in respect of profi t petroleum calculations under the Ravva PSC, CEI has received a claim from the DGH for Rs. 1,474 million net 
to CEI (USD37.4 million) of alleged underpayments of profi t petroleum to the GoI, together with interest on that amount of Rs. 268 million net to CEI 
(USD6.8 million). This claim relates to the GoI’s allegation that the Ravva joint venture has recovered cost in excess of the Base Development Costs 
(“BDC”) cap imposed in the Ravva PSC and that the Ravva joint venture has allowed these excess costs in the calculation of the PTTR calculation. 

 CEI, and the other parties to the Ravva PSC, have rejected this claim on the basis that, amongst others, the BDC cap only applies to the initial development 
of the Ravva fi eld and not to subsequent development activities under the Ravva PSC. In addition, the Ravva joint venture has also contested the basis 
of the calculation.

 However, based on the facts of the case and discussions held with the solicitors’ of the CEI, the management believes that it has good case in the above 
matters and no provision is considered necessary.

 (ii)  Central Excise and Service tax demands
 CEI has fi led an appeal before the Customs, Excise and Service Tax Appellate Tribunal, New Delhi, against an order of the Commissioner of Central Excise, 

Jaipur, dated February 28, 2006. The Commissioner has upheld a demand of Rs. 31.26 million made against CEI in respect of cess payable on pit oil produced 
from the Rajasthan Block pursuant to the Oil Industry (Development) Act, 1974. The total demand sum of Rs. 31.26 million is split between a demand for loss for 
Rs. 30.42 million and a demand for National Calamity Contingent Duty (‘NCCD’) of Rs. 0.84 million. The total demand sum was remitted by CEI under protest 
in November 2004. CEIL has also remitted Rs. 0.15 million (representing interest) and Rs. 2.1 million (representing a penalty) in relation to the non-payment of 
NCCD, as stated in the order of the Commissioner of Central Excise. In this matter, CEI has fi led another appeal before the Commissioner of Central Excise, Jaipur 
which is directed against an order of the Deputy Commissioner of Central Excise, Jodhpur, dated March 23, 2006, disallowing a refund of the same sum of Rs. 
31.26 million paid under protest. The appeals fi led by CEI are pending adjudication. CEI has been legally advised that it has a good case and its appeals should 
succeed. Accordingly, no provision has been considered necessary there against in these fi nancial statements

 During the year, CEI has received two show cause notices (‘SCN’) for non payment of service tax and education cess as recipient of services from Foreign 
Service providers for the period August 16, 2002 to March 31, 2006 for Rs. 474.69 million and for the period from April 1, 2006 to March 31, 2007 for 
Rs. 136.59 million. A writ petition challenging the applicability of the service tax on recipient of services has been fi led with Honorable High Court in 
Chennai, India in respect of fi rst notice. Accordingly, if SCN is adjudicated against Cairn India Group, it might be liable to pay its share out of total gross 
demand of Rs. 611.28 million. Based on internal assessment of the issues involved in this matter, the management is of the view that CEI’s stand is likely 
to be accepted by the authorities and does no expect these notices to succeed. 

13. Capital Commitments 
 a) In respect of Cairn India Group’s share of Joint Ventures’ Exploration activities – Rs. 23,442 million (previous period - Rs. 4,542 million).
 b) In respect of the Cairn India Group’s share of Joint Ventures’ Development activities – Rs. 3,351 million (previous period - Rs. 1,843 million).

14. For Northern Appraisal Area under Rajasthan block, the Contractor was granted a six month extension for the exploration license with effect from May 8, 
2007. The Declaration of Commerciality for three oil discoveries along with request for retaining the demarcated Development Area has been approved 
by the Operating Committee on November 5, 2007 and has been submitted for approval of the Management Committee. The Company’s management, 
at this stage is confi dent that Management Committee would grant above approvals and accordingly, no adjustment has been made in these fi nancial 
statements for the costs incurred in respect of the Northern Appraisal Area and carried in the balance sheet as exploration cost. 

15. One of the subsidiaries of the Company (“CIHL”) is currently availing a debt facility amounting to US$ 850 million, for which agreement was entered into in the 
year 2006 and the amount drawn against the above facilities as at December 31, 2007 was US$ 75 million. Subsequent to the period end, the management 
is exploring the opportunity for restructuring the existing debt facility of US$ 850 million as one of several other funding options for meeting additional funds 
requirement with better terms and conditions. Since currently the management is exploring other funding options and at the same time, the existing debt facility 
is retained, no adjustment has been made in these fi nancial statements for the unamortized facility fee of approximately Rs. 374 million. 

16. The goodwill of Cairn India Group amounting to Rs. 253,192,674,502 has arisen on consolidation of fi nancial statements of the Company with its 
subsidiaries and represents the difference between the cost to the Company of its investment in Cairn India Holdings Limited (which largely represent 
Cairn India Group’s operations in India through its subsidiaries) and its proportionate share in the net book value of Cairn India Holdings Limited on 
consolidated basis at the time of acquisition of shares in Cairn India Holdings Limited. The management has carried out the tests for impairment of 
goodwill at the year-end as per requirements of AS 28 (Impairment of Assets) by computing the value in use of the assets and comparing the same with 
the carrying amount of the net assets. Value is use is based on the discounted future net cash fl ows of the oil and gas assets held by the Cairn India Group. 
For all blocks in the exploration stage, valuation has been carried out using risked NPV/boe. The result of the impairment tests indicate that the value in 
use is higher than the carrying amounts and no impairment provision is required to be created at the year-end.

17. Derivative instruments and Unhedged Foreign Currency Exposure

 Particulars of Derivatives  Purpose

 Options outstanding at the balance sheet date

 USD put/INR call options  Hedge of expected future capital expenditure for Rajasthan block

 US$ 210,000,000  
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 The above fi nancial instruments have been taken to hedge the risks associated with foreign currency fl uctuations. The same were initially recognized at 
fair value on the dates on which the contracts were entered into and were subsequently remeasured at fair value at the balance sheet date. Movements 
in fair value during the year have been taken to the profi t and loss account.

 Particulars of Unhedged Foreign Currency Exposure at the Balance Sheet date

  Unsecured Loans Sundry Debtors Cash and Bank Current Assets Current Liability

   2,955,000,000  1,335,753,514  11,304,311,139  4,843,437,328  4,168,593,850 

18. Cairn India Group has a defi ned contribution gratuity plan. Every employee who has completed fi ve years or more of service gets a gratuity on departure 
at 15 days salary (last drawn salary) for each completed year of service. The scheme is funded with an insurance company in the form of a qualifying 
insurance policy. Unavailed leaves can be carried forward upto a maximum of 5 days. Leave balances outstanding can be encashed by the employees at 
the time of separation, only on the employee leaving the Cairn India Group.

 The following tables summarise the components of net benefi t expense recognised in the profi t and loss account and the funded status and amounts 
recognised in the balance sheet for the respective plans.

 Profi t and Loss account

 Net employee benefi t expense (recognised in Employee Cost)

  Gratuity 

 Current service cost 10,846,000

 Interest cost on benefi t obligation 2,863,410

 Expected return on plan assets 1,798,253

 Net actuarial (gain) / loss recognised in the year 21,225,926

 Past service cost Nil

 Net benefi t expense 33,137,083

 Actual return on plan assets 2,974,911

 Balance sheet

 Details of Provision for Gratuity 

  Gratuity  

 Defi ned benefi t obligation 66,142,000

 Fair value of plan assets 29,163,076

 Less: Unrecognized past service cost Nil

 Plan asset / (liability) (36,978,924)

Changes in the present value of the defi ned benefi t obligation are as follows: 

   Gratuity 

 Opening defi ned benefi t obligation 41,207,084

 Current service cost 10,846,000

 Interest cost 2,515,247

 Benefi ts paid 10,828,915

 Actuarial (gains)/losses on obligation 22,402,584

 Closing defi ned benefi t obligation 66,142,000

Changes in the fair value of plan assets are as follows:

  Gratuity 

 Opening fair value of plan assets 25,692,975

 Expected return 1,798,253

 Contributions by employer 11,324,105

 Benefi ts paid 10,828,915

 Actuarial gains/(losses) 1,176,658

 Closing fair value of plan assets 29,163,076

Note: The Group’s expected contribution to the fund in the next year is not presently ascertainable.

schedules to the consolidated fi nancial statements - continued
FOR THE PERIOD ENDED ON DECEMBER 31, 2007

Schedule 23 - Notes to Accounts

F-275



109   C A I R N  I N D I A  L I M I T E D   A C C O U N T S

The major categories of plan assets as a percentage of the fair value of total plan assets are as follows:

  Gratuity 

 Investments with insurer 100%

The overall expected rate of return on assets is determined based on the market prices prevailing on that date, applicable to the period over which the 
obligation is to be settled.

The principal assumptions used in determining gratuity liability for the Group’s plans are shown below:

 Discount rate 8%

 Expected rate of return on assets 9.1%

 Employee turnover 13.13%

 Mortality Rate LIC (1994-96) Ultimate Table

Note: The estimates of future salary increases, considered in actuarial valuation, take account of infl ation, seniority, promotion and other relevant factors, 
such as supply and demand in the employment market.

Gratuity liability as at the year end is as follows:  

Gratuity

Defi ned benefi t obligation 66,142,000

Plan assets 29,163,076

Surplus/(defi cit) (36,978,924)

Notes: 

a) The Group has adopted of AS 15 (Revised 2005) Employee Benefi ts for the fi rst time during the year. Hence comparative valuations for the immediately 
preceding period have not been furnished.

b) The ICAI has issued a limited revision to AS-15 (Revised 2005) which allows an entity to make disclosures required by paragraph 120 (n) of AS-15 
(Revised 2005) prospectively from the date of transition. The limited revision has not yet been incorporated in AS-15 notifi ed under the Companies 
(Accounting Standard) Rules, 2006. The Company expects that limited revision will be incorporated in notifi ed standards shortly.

c) The Group is maintaining a fund with the Life Insurance Corporation of India (LIC) to meet its gratuity liability. The present value of the plan assets represents the 
balance available with the LIC as at the end of the period. The total value of plan assets amounting to Rs. 29,163,076, as certifi ed by the LIC.

19. Subsequent to the year end, in the meeting of the Board of Directors held on March 17, 2008, the Company has proposed issue of 113,000,000 equity shares 
of Rs. 10 each at an issue price of Rs. 224.30 per share on preferential basis to two parties, subject to the approval of the shareholders of the Company.

20. Prior period comparatives

 These fi nancial statements of Cairn India Group are for the year ended December 31, 2007, whereas previous period fi gures relate to the period from 
August 21, 2006 to December 31, 2006 and are as per the revised fi nancial statements of Cairn India Group. Accordingly, previous period fi gures in the 
profi t and loss account and cash fl ow statement are not comparable. Previous period’s fi gures have been regrouped where necessary to confi rm to this 
year’s classifi cation.

As per our report of even date

For S. R. Batliboi & Associates For and on behalf of the Board of Directors 
Chartered Accountants

per Raj Agrawal Rahul Dhir Aman Mehta Indrajit Banerjee Marshall Mendonza
Partner Managing Director and Director Executive Director and Company Secretary
Membership No. 82028 Chief Executive Offi cer  Chief Financial Offi cer

PLACE : GURGAON
DATE : MARCH 31, 2008

schedules to the consolidated fi nancial statements - continued
FOR THE PERIOD ENDED ON DECEMBER 31, 2007

Schedule 23 - Notes to Accounts
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Auditors' Report on Consolidated Financial Statements

TO

THE BOARD OF DIRECTORS OF CAIRN INDIA LIMITED

1. We have audited the attached consolidated balance sheet of Cairn India Limited (the Company) and its subsidiaries (collectively called 'the Cairn

India Group') as at March 31, 2009 and also the consolidated profit and loss account and the consolidated cash flow statement for the fifteen

months period ended on that date, annexed thereto. These financial statements are the responsibility of the Company's management. Our

responsibility is to express an opinion on these financial statements based on our audit.

2. We conducted our audit in accordance with auditing standards generally accepted in India. Those standards require that we plan and perform the

audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a

test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles

used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit

provides a reasonable basis for our opinion.

3. We report that the consolidated financial statements have been prepared by the Company's management in accordance with the requirements of

Accounting Standard (AS) 21, Consolidated Financial Statements notified under the Companies (Accounting Standard) Rules, 2006.

4. In our opinion and to the best of our information and according to the explanations given to us, the consolidated financial statements give a true

and fair view in conformity with the accounting principles generally accepted in India:

(a) in the case of the consolidated balance sheet, of the state of affairs of the Cairn India Group as at March 31, 2009;

(b) in the case of the consolidated profit and loss account, of the profit of the Cairn India Group for the fifteen months period ended on that date;

and

(c) in the case of the consolidated cash flow statement, of the cash flows of the Cairn India Group for the fifteen months period ended on that

date.

For S. R. Batliboi & Associates

Chartered Accountants

per Raj Agrawal

Partner

Membership No.: 82028

Place : Gurgaon

Date : 27th May, 2009
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SOURCES OF FUNDS

Shareholders’ funds

Share capital 1 18,966,678 17,783,994

Stock options outstanding 2 388,978 947,084

Reserves and surplus 3 308,667,596 276,084,115

328,023,252 294,815,193

Loan funds

Secured loans (Finance lease liabilities) 222,402 169,361

Unsecured loans 4 43,341,500 2,955,000

43,563,902 3,124,361

Deferred tax liabilities (net) 5 5,623,782 4,916,494

377,210,936 302,856,048

APPLICATION OF FUNDS

Fixed assets 6

Gross cost 1,434,686 1,092,632

Less: Accumulated depreciation / amortisation 801,843 606,126

Net book value 632,843 486,506

Exploration, Development and Site-restoration costs 7

Cost of producing facilities (net) 3,013,742 4,389,517

Exploratory and development work in progress 62,027,323 24,670,264

Net book value 65,041,065 29,059,781

Goodwill 253,192,675 253,192,675

Investments 8 1,712,806 7,128,909

Deferred tax assets (net) 5 83,935 –

Current assets, loans and advances

Inventories 9 1,682,808 1,216,048

Sundry debtors 10 1,516,418 1,348,578

Cash and bank balances 11 65,270,674 13,317,907

Other current assets 12 704,244 134,533

Loans and advances 13 3,505,102 4,867,071

72,679,246 20,884,137

Less: Current liabilities and provisions

Current liabilities 14 11,794,353 4,691,797

Provisions 15 4,337,281 3,661,347

16,131,634 8,353,144

Net current assets 56,547,612 12,530,993

Profit & Loss account – 457,184

377,210,936 302,856,048

Notes to accounts 23

Consolidated Balance Sheet

AS AT MARCH 31, 2009

Schedules As at As at

March 31, 2009 December 31, 2007

The schedules referred to above are an integral part of the consolidated balance sheet.

As per our report of even date

For S. R. Batliboi & Associates For and on behalf of the Board of Directors

Chartered Accountants Rahul Dhir Managing Director and Chief Executive Officer

per Raj Agrawal Aman Mehta Director

Partner Indrajit Banerjee Executive Director and Chief Financial Officer

Membership No. 82028 Neerja Sharma Company Secretary

Place : Gurgaon

Date : 27th May, 2009

(All amounts are in thousand Indian Rupees, unless otherwise stated)
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Consolidated Profit and Loss Account

FOR THE PERIOD ENDED MARCH 31, 2009

INCOME

Income from operations 16 14,326,716 10,122,627

Other income 17 5,944,652 1,324,089

20,271,368 11,446,716

EXPENDITURE

Operating expenses 18 2,129,743 1,945,812

Depletion and site restoration costs 7 2,635,431 1,906,379

Unsuccessful exploration costs 7 1,683,851 2,512,282

Administrative expenses 19 3,311,407 3,884,855

(Increase)/decrease in inventories 20 222,342 (111,715)

Prior period exchange difference 283,045 –

Depreciation and amortisation 6 62,593 33,701

Finance costs 21 64,090 16,174

10,392,502 10,187,488

Profit before taxation 9,878,866 1,259,228

Current tax (net of INR 225,490 thousand, previous 1,110,792 387,756

year Nil of MAT credit availed during the period)

Deferred tax 623,354 764,194

Fringe Benefit Tax 110,214 352,719

1,844,360 1,504,669

Profit/(Loss) for the period / year 8,034,506 (245,441)

Surplus / (Deficit) brought forward from the previous year (457,184) (211,743)

Surplus / (Deficit) carried to Balance sheet 7,577,322 (457,184)

Earnings / (Loss) per share in INR 22

Basic 4.31 (0.14)

Diluted (previous year considered anti-dilutive) 4.28 (0.14)

(Nominal value of shares INR 10)

Notes to accounts 23

Schedules Fifteen months ended Twelve months ended

March 31, 2009 December 31, 2007

The schedules referred to above are an integral part of the consolidated profit and loss account.

As per our report of even date

For S. R. Batliboi & Associates For and on behalf of the Board of Directors

Chartered Accountants Rahul Dhir Managing Director and Chief Executive Officer

per Raj Agrawal Aman Mehta Director

Partner Indrajit Banerjee Executive Director and Chief Financial Officer

Membership No. 82028 Neerja Sharma Company Secretary

Place : Gurgaon

Date : 27th May, 2009

(All amounts are in thousand Indian Rupees, unless otherwise stated)
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Cash flow from operating activities

Profit / (Loss) before taxation for the period / year 9,878,866 1,259,228

Adjustments for

– Employee compensation expense (equity settled stock options) - net of exceptional gains  107,292 780,365

– Depreciation, depletion and site restoration costs 2,949,665 2,077,055

– Loss on sale / discard of fixed assets (net) 1,835 10,055

– Unsuccessful exploration costs 1,683,851 2,512,281

– Share issue expenses 208,410 –

– Unrealised exchange loss / (gain) on restatement of assets and liabilities (net) (1,710,406) 1,844,459

– Interest expense 819,258 8,256

– Profit on sale of non trade current investments (net) (1,245,686) (595,663)

– Interest income (1,920,273) (727,431)

– Dividend from investments (221,876) –

– Unrealised loss on option contracts 112,973 63,010

– Provisions written-back (60,351) –

Operating profit before working capital changes 10,603,558 7,231,615

Movements in working capital:

(Increase)/decrease in inventories (466,761) 35,062

(Increase)/decrease in debtors (108,344) 406,420

(Increase)/decrease in loans and advances and other current assets 186,699 (1,998,426)

Increase/(decrease) in current liabilities and provisions 1,601,491 649,255

Cash generated from operations 11,816,643 6,323,926

Current tax/FBT paid (net of refunds) (1,457,679) (819,797)

Net cash from operating activities  (A) 10,358,964 5,504,129

Cash flow from investing activities

Payments made for acquisition of subsidiaries – (32,763,069)

Payments made for exploration and development activities (31,150,183) (11,566,913)

Payments made for purchase of fixed assets (462,608) (176,058)

Mutual funds purchased (43,293,242) (15,295,380)

Fixed deposits made (43,410,755) (14,076,538)

Proceeds from matured fixed deposits 11,686,817 –

Proceeds from sale of mutual funds 49,955,033 8,271,805

Proceeds from sale of fixed assets 202 4,270

Interest received 1,293,614 710,969

Dividend from investments received 224,849 587,403

Net cash used in investing activities  (B) (55,156,273) (64,303,511)

Cash flow from financing activities

Proceeds from issue of equity shares 25,523,445 2,093,607

Payments made for share issue expenses (208,410) (1,422,257)

Finance lease taken 175,645 (204,708)

Repayment of finance lease (124,838) –

Proceeds from long term borrowings 37,620,170 31,217

Repayment of long term borrowings – (1,517,999)

Interest paid (724,779) (24,503)

Net cash from/(used in) financing activities (C) 62,261,233 (1,044,643)

Net increase/(decrease) in cash and cash equivalents (A+B+C) 17,463,924 (59,844,025)

Cash and cash equivalents at the beginning of the period / year 1,503,807 61,347,832

Cash and cash equivalents at the end of the period / year 18,967,731 1,503,807

Unrealised exchange differences on closing cash and cash equivalents 2,764,904 –

Cash and cash equivalents as per financial statements 21,732,635 1,503,807

Components of cash and cash equivalents as at March 31, 2009 December 31, 2007

Cash in hand 626 108

Balances with banks

– on current accounts 228,024 609,096

– on deposit accounts 65,042,024 12,708,703

Less: Deposits having maturity of over 90 days (43,538,039) (11,814,100)

21,732,635 1,503,807

Notes:

1) The above Cash Flow Statement has been prepared under the ‘Indirect Method’ as set out in Accounting Standard-3 on “Cash flow statements”.

2) Amounts in bracket indicate a cash outflow or reduction.

3) Bank balance in deposit accounts includes INR 3,312,342 thousand, previous year INR 1,717,840 thousand, pledged with the banks.

Consolidated Statement of Cash Flows

FOR THE PERIOD ENDED MARCH 31, 2009

Fifteen months ended Twelve months ended

March 31, 2009 December 31, 2007

As per our report of even date

For S. R. Batliboi & Associates For and on behalf of the Board of Directors

Chartered Accountants Rahul Dhir Managing Director and Chief Executive Officer

per Raj Agrawal Aman Mehta Director

Partner Indrajit Banerjee Executive Director and Chief Financial Officer

Membership No. 82028 Neerja Sharma Company Secretary

Place : Gurgaon

Date : 27th May, 2009

(All amounts are in thousand Indian Rupees, unless otherwise stated)
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Schedules to the Consolidated Financial Statements

AS at As at

March 31, 2009 December 31, 2007

SCHEDULE - 1

Share capital

Authorised:

2,250,000,000 (previous year 2,250,000,000) equity shares of INR 10 each 22,500,000 22,500,000

Issued, subscribed and paid up:

1,896,667,816 (previous year 1,778,399,420) equity shares of INR 10 each 18,966,678 17,783,994

18,966,678 17,783,994

Note:

1) Issued, subscribed and fully paid up share capital includes 1,226,843,791 equity shares (previous year - 1,226,843,791 equity shares) of INR 10

each  held by Cairn UK Holdings Limited, the holding company together with its nominees.

2) Shares held by the holding company includes 861,764,893 equity shares (previous year - 861,764,893 equity shares) of INR 10 each, allotted as

fully paid up pursuant to contracts for consideration other than cash.

3) For stock options outstanding refer note no. 7 in schedule 23.

SCHEDULE - 2

Stock Options Outstanding

Employee stock options outstanding 782,548 2,496,095

Less: Deferred employee compensation outstanding (393,570) (1,549,011)

Closing Balance 388,978 947,084

SCHEDULE - 3

Reserves and Surplus

Securities premium account

Opening Balance 276,084,115 275,017,837

Add:- Additions during the period / year 25,006,159 1,962,756

Less:- Adjustment against preliminary expenses / share issue expenses – (896,478)

Closing Balance 301,090,274 276,084,115

Profit and Loss Account 7,577,322 –

308,667,596 276,084,115

SCHEDULE - 4

Unsecured Loans

Long term loans

– from International Finance Corporation 7,648,500 521,471

– from banks 35,693,000 2,433,529

43,341,500 2,955,000

(All amounts are in thousand Indian Rupees, unless otherwise stated)
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Schedules to the Consolidated Financial Statements Continued

SCHEDULE - 6

Fixed Assets

Description Gross Block Accumulated Depreciation / Amortisation Net Block

 As on Additions Deletions/ As on As on For the Deletions/ As on As on As on

01.01.2008 Adjustments 31.03.2009 01.01.2008 period Adjustments 31.03.2009 31.03.2009 31.12.2007

A) Tangible Assets

Freehold land  43,583  –  –  43,583  – – – –  43,583  43,583

Buildings  5,247 – –  5,247  1,109  1,224  –  2,333  2,914  4,138

Office equipments  364,752  182,623  (35,353)  512,022  233,766  145,535  (34,862)  344,439  167,583  130,986

Furniture and fittings  200,962  116,416  (17,508)  299,870  76,094  66,627  (15,961)  126,760  173,110  124,868

Vehicles  945  10,038  –  10,983  915  1,745  – 2,660  8,323  30

B) Intangible Assets

Computer software  477,143  153,531  (67,693)  562,981  294,242  99,102  (67,693)  325,651  237,330  182,901

Grand Total  1,092,632  462,608  (120,554)  1,434,686  606,126  314,233  (118,516)  801,843  632,843  486,506

Previous period  1,326,837  176,058  (410,263)  1,092,632  831,387  170,677  (395,938)  606,126  486,506  495,450

Notes:

1. Furniture and fittings includes Leasehold improvements of INR 278,895 thousand (previous year INR 165,013 thousand), accumulated depreciation thereon INR 110,482

thousand (previous year INR 49,882 thousand).

2. Leasehold improvements and Office equipments of INR 278,271 thousand (previous year INR 164,389 thousand) and INR 210,192 thousand (previous year INR 135,539

thousand) respectively have been acquired under finance lease. The depreciation charge for the period on these assets is INR 60,569 thousand (previous year INR 25,096

thousand) and INR 61,040 thousand (previous year INR 24,181 thousand) respectively and the accumulated depreciation thereon is INR 110,355 thousand (previous year INR

49,786 thousand) and INR 139,781 thousand (previous year INR 78,741 thousand) respectively.

3. Depreciation charge for the period includes INR 251,640 thousand (previous year INR 136,976 thousand) allocated to joint ventures.

4. Fixed assets include INR 176,798 thousand (previous year INR 120,805 thousand) jointly owned with the joint venture partners. Accumulated depreciation on these assets is

INR 82,643 thousand (previous year INR 60,932 thousand) and net book value is INR 94,155 thousand (previous year INR 59,873 thousand).

(All amounts are in thousand Indian Rupees, unless otherwise stated)

SCHEDULE - 5

Deferred tax asset / liabilities (net)

Effect of differences in block of fixed assets as per tax books and financial books 6,178,716 5,208,962

Gross deferred tax liabilities 6,178,716 5,208,962

Effect of lease accounting 8,972 8,972

Expenditure debited to profit and loss but allowed for tax purposes in following years 629,897 283,496

Gross deferred tax assets 638,869 292,468

Net Deferred tax liabilities * 5,539,847 4,916,494

* After setting off net deferred tax assets aggregating to INR 83,935 thousand, previous year Nil in respect of certain group companies

As at As at

March 31, 2009 December 31, 2007
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Schedules to the Consolidated Financial Statements Continued

As at As at

March 31, 2009 December 31, 2007

SCHEDULE - 7

Exploration, Development and Site restoration costs

Opening balance of producing properties 4,389,517 2,976,132

Additions / Deletions / Transfer for the period / year 1,259,656 3,319,764

5,649,173 6,295,896

Less: Depletion and site restoration costs 2,635,431 1,906,379

Net producing properties 3,013,742 4,389,517

Opening balance of exploratory & development work in progress 24,670,264 17,122,353

Additions / Deletions / Transfer for the period / year 39,040,910 10,060,193

Less: Unsuccessful exploration costs  for the period / year 1,683,851 2,512,282

Exploration and Development work in progress 62,027,323 24,670,264

Net book value 65,041,065 29,059,781

Note: Additions for the period includes borrowing costs (net of income on temporary investments INR 241,350 thousand, previous year Nil)

aggregating to INR 1,620,043 thousand (previous year INR 573,983 thousand)

SCHEDULE - 8

Investments

Long term investments (at cost)

Quoted and non-trade

755,275 (previous year 755,275) equity shares of INR 10 each 105,334 105,334

fully paid up in Videocon Industries Limited

Current Investments (at lower of cost and market value)

Unquoted and non trade

Mutual Funds 1,607,472 7,023,575

1,712,806 7,128,909

SCHEDULE - 9

Inventories

Stores and spares 1,595,774 906,672

Finished goods 87,034 309,376

1,682,808 1,216,048

SCHEDULE - 10

Sundry Debtors

Debts - Unsecured and outstanding for a period exceeding six months :

– Considered Good 94,261 8,587

– Considered doubtful – 62,025

Other unsecured debts :

– Considered Good 1,422,157 1,339,991

1,516,418 1,410,603

Less: Provision for doubtful debts – (62,025)

1,516,418 1,348,578

(All amounts are in thousand Indian Rupees, unless otherwise stated)

F-283



100 CAIRN INDIA LIMITED ANNUAL REPORT 2008-2009

As at As at

March 31, 2009 December 31, 2007

Schedules to the Consolidated Financial Statements Continued

SCHEDULE - 11

Cash and bank balances

Cash in hand 626 108

Balances with banks:

– on current accounts 228,024 609,096

– on deposit accounts (including deposits more than 3 months)* 65,042,024 12,708,703

65,270,674 13,317,907

* includes INR 3,312,342 thousand, previous year INR 1,717,840 thousand, pledged with the banks

SCHEDULE - 12

Other Current Assets

Interest accrued on bank deposits 660,639 28,614

Dividend receivable – 8,260

Outstanding option contracts 43,605 97,659

704,244 134,533

SCHEDULE - 13

Loans and advances

Unsecured and considered good, unless otherwise stated:

Advances recoverable in cash or kind or for value to be received* 5,789,515 5,921,540

Deposits 169,469 25,169

Advance tax and tax deducted at source (net of tax provisions 599,367 565,441

INR 1,921,505 thousand, (previous year INR 3,011,025 thousand)

Fringe benefit tax paid (net of provisions INR 266, 883 thousand, 13,290 1,920

previous year INR 6,000 thousand)

6,571,641 6,514,070

Less: Provision for doubtful advances (3,066,539) (1,646,999)

3,505,102 4,867,071

*Includes doubtful balances INR 3,066,539 thousand (previous year  INR 1,646,999 thousand)

SCHEDULE - 14

Current liabilities

Amount payable to Cairn Energy Plc., the ultimate holding company 1,296,164 1,033,919

Sundry creditors 8,647,926 3,587,844

Lease equalisation liability 9,279 –

Interest accrued but not due 94,471 21,383

Other liabilities 1,746,513 48,651

11,794,353 4,691,797

(All amounts are in thousand Indian Rupees, unless otherwise stated)
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As at As at

March 31, 2009 December 31, 2007

Schedules to the Consolidated Financial Statements Continued

SCHEDULE - 15

Provisions

Provision for taxation (net of advance tax  -  INR 356,794 thousand, previous year Nil) 250,643 222,901

Provision for fringe benefit tax  (net of advance tax payments, INR 127,956 thousand, 105,235 320,231

previous year - INR 258 thousand)

Site restoration provision * 3,886,882 2,714,913

Provision for Government share of profit petroleum ** 11,444 362,382

Provision for leave encashment 16,305 3,941

Provision for gratuity 39,571 36,979

Provision for employee stock options (cash settled)  *** 27,201 –

4,337,281 3,661,347

* Site restoration provision

Opening balance 2,714,913 2,232,264

Additions for the period / year 1,388,000 482,649

Reversed during the period / year (216,031) –

Closing balance 3,886,882 2,714,913

** Provision for Government share of profit petroleum

Opening balance 362,382 306,211

Additions for the period / year 26,453 56,171

Payments during the period / year (377,391) –

Closing balance 11,444 362,382

*** Provision for employee stock options (cash settled)

Opening balance – –

Additions for the period / year 27,201 –

Payments during the period / year – –

Closing balance 27,201 –

(All amounts are in thousand Indian Rupees, unless otherwise stated)

Fifteen months ended Twelve months ended

March 31, 2009 December 31, 2007

SCHEDULE - 16

Income from operations

Revenue from sale of oil, gas and condensate 24,476,702 16,287,379

Less: Government share of Profit Petroleum (10,829,219) (6,438,550)

13,647,483 9,848,829

Tolling income 50,391 31,995

Income received as operator from joint venture 628,842 241,803

14,326,716 10,122,627
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SCHEDULE - 17

Other income

Interest on bank deposits 1,858,924 727,431

Profit on sale of non trade current investments (net) 1,245,686 27,632

Dividend income from non trade current investments 216,589 568,031

Dividend income from non trade long term investments 5,287 –

Exchange fluctuation (net) 2,319,158 –

Miscellaneous income 143,285 995

Exceptional gain (refer note no. 8 in schedule 23) 155,723 –

5,944,652 1,324,089

SCHEDULE - 18

Operating expenses

Production expenses 952,510 943,863

Data acquisition and analysis 66,266 32,884

Insurance 56,677 39,630

Royalty 393,787 342,907

Cess 546,365 487,569

Production bonus 114,138 98,959

2,129,743 1,945,812

SCHEDULE - 19

Administrative expenses

Salaries, wages and bonus 3,408,323 2,325,513

Employee compensation expense (stock options) 454,546 780,365

Contribution to Provident fund 97,356 35,490

Contribution to Superannuation fund 53,226 30,865

Leave encashment expenses 29,916 1,041

Gratuity expenses 40,888 33,137

Staff welfare expenses 280,312 32,519

Contract employee charges 1,295,828 1,534,541

Legal and professional expenses 1,488,580 464,776

Share issue expenses (refer note no. 15 in schedule 23) 208,410 –

Repair and maintenance 260,933 206,779

Rent 455,648 212,806

Travelling and conveyance expenses 511,320 192,505

Communication expenses 150,906 56,944

Exchange Fluctuation (net) – 2,057,001

Insurance 3,127 6,464

Directors' sitting fees 1,320 700

Loss on sale / discard of fixed assets (net) 1,835 10,055

Loss on derivative contracts 434,328 63,010

Miscellaneous expenses 357,706 246,298

9,534,508 8,290,809

Less: Cost allocated to joint ventures (6,223,101) (4,405,954)

3,311,407 3,884,855

Fifteen months ended Twelve months ended

March 31, 2009 December 31, 2007
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SCHEDULE - 20

(Increase) / Decrease in inventories

Inventories at the beginning of the period / year

Finished goods 309,376 197,661

Inventories at the end of the period / year

Finished goods 87,034 309,376

222,342 (111,715)

SCHEDULE - 21

Finance costs

Interest on bank overdraft – 199

Other interest 38,581 –

Finance lease charges 40,855 7,524

Bank charges 20,734 19,326

100,170 27,049

Less: Cost allocated to joint ventures (36,080) (10,875)

64,090 16,174

SCHEDULE - 22

Earnings / (Loss) Per Share

Profit / (Loss) for the period / year as per profit and loss account 8,034,506 (245,441)

Weighted average number of equity shares in calculating basic 1,866,146,993 1,777,001,292

earnings / (loss) per share

Add: Number of equity shares arising on grant of stock options 10,052,076 11,017,255

Weighted average number of equity shares in calculating diluted 1,876,199,069 1,788,018,547

earnings / (loss) per share

Earnings / (Loss) per share in INR

Basic 4.31 (0.14)

Diluted (previous year considered anti-dilutive) 4.28 (0.14)

Fifteen months ended Twelve months ended

March 31, 2009 December 31, 2007
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1. NATURE OF OPERATIONS

Cairn India Limited ('the Company') was incorporated in India on August 21, 2006 and is a subsidiary of Cairn UK Holdings Limited, which in turn

is a wholly owned subsidiary of Cairn Energy Plc., UK which is listed on London Stock Exchange.

The Company is primarily engaged in the business of surveying, prospecting, drilling, exploring, acquiring, developing, producing,

maintaining, refining, storing, trading, supplying, transporting, marketing, distributing, importing, exporting and generally dealing in minerals,

oils, petroleum, gas and related by-products and other activities incidental to the above. As part of its business activities, the Company also holds

interests in its subsidiary companies which have been granted rights to explore and develop oil exploration blocks in the Indian sub-continent.

The Company along with its subsidiaries are herein referred to as 'Cairn India Group'. The entities under the Cairn India Group are participants in

various Oil and Gas blocks/fields granted by the Government of India/Sri Lanka through Production Sharing Contract ('PSC')/Production

Resources Agreement ('PRA') entered into between these entities and Government of India/Sri Lanka and other venture partners.

2. COMPONENTS OF THE CAIRN INDIA GROUP

The Consolidated Financial Statements represent consolidation of accounts of the Company and its subsidiaries as detailed below:

S. No. Name of the Subsidiaries Country of Incorporation

i Cairn Energy Australia Pty Limited Australia

ii Cairn Energy India Pty Limited Australia

iii CEH Australia Pty Limited Australia

iv Cairn Energy Asia Pty Limited Australia

v Sydney Oil Company Pty Limited Australia

vi Cairn Energy Investments Australia Pty Limited Australia

vii Wessington Investments Pty Limited Australia

viii CEH Australia Limited British Virgin Islands

ix Cairn India Holdings Limited ('CIHL') Jersey

x CIG Mauritius Holding Private Limited ('CMHPL') - with effect from 1st July 2008 Mauritius

xi CIG Mauritius Private Limited - with effect from 1st July 2008 Mauritius

xii Cairn Energy Holdings Limited Scotland

xiii Cairn Energy Discovery Limited Scotland

xiv Cairn Exploration (No. 2) Limited Scotland

xv Cairn Exploration (No. 6) Limited Scotland

xvi Cairn Energy Hydrocarbons Limited Scotland

xvii Cairn Petroleum India Limited Scotland

xviii Cairn Energy Gujarat Block 1 Limited Scotland

xix Cairn Exploration (No. 4) Limited Scotland

xx Cairn Exploration (No. 7) Limited Scotland

xxi Cairn Energy Development Pte Limited - with effect from 16th July 2008 Singapore

xxii Cairn Lanka Private Limited - with effect from 3rd July 2008 Sri Lanka

xxiii Cairn Energy Group Holdings BV Netherlands

xxiv Cairn Energy India West BV Netherlands

xxv Cairn Energy India West Holding BV Netherlands

xxvi Cairn Energy Gujarat Holding BV Netherlands

xxvii Cairn Energy India Holdings BV Netherlands

xxviii Cairn Energy Netherlands Holdings BV Netherlands

xxix Cairn Energy Gujarat BV Netherlands

xxx Cairn Energy Cambay BV Netherlands

xxxi Cairn Energy Cambay Holding BV Netherlands

CIHL and CMHPL are wholly owned subsidiaries of the Company. All other above mentioned companies are direct or indirect wholly owned

subsidiaries of either CIHL or CMHPL.

Schedules to the Consolidated Financial Statements Continued

SCHEDULE 23 - NOTES TO ACCOUNTS

(All amounts are in thousand Indian Rupees, unless otherwise stated)

F-288



105

Cairn India Group has interest in the following Oil and Gas blocks/fields-

 S. No. Oil and Gas blocks/fields Area Participating Interest

Operated block

i Ravva Krishna Godavari 22.50%

ii CB-OS/2 - Exploration area Cambay Offshore 60%

CB-OS/2 - Development area Cambay Offshore 40%

iii RJ-ON-90/1 -  Exploration area Rajasthan Onshore 100%

RJ-ON-90/1 -  Development area Rajasthan Onshore 70%

iv GV-ONN-2003/1 Ganga Valley Onshore 24%

v VN-ONN-2003/1 Vindhyan Onshore 49%

vi PR-OSN-2004 Palar Basin Offshore 35%

vii SL 2007-01-001 North West Sri Lanka Offshore 100%

viii KG-ONN-2003/1 Krishna Godavari Onshore 49%

ix GV-ONN-2002/1 Ganga Valley Onshore 50%

Non - operated block

x KG-DWN-98/2 Krishna Godavari Deep water 10%

xi RJ-ONN-2003/1 Rajasthan Onshore 30%

xii GS-OSN-2003/1 Gujarat Saurashtra Onshore 49%

xiii KK-DWN-2004 Kerala Konkan Basin Offshore 40%

xiv CB-ONN-2002/1 Cambay Onshore 30%

(proposed to be relinquished)

xv GV-ONN-97/1 Ganga Valley Onshore 15%

(relinquished in 2008)

xvi CB-ONN-2001/1 Cambay Onshore 30%

(relinquished in 2007)

3. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of preparation

The financial statements have been prepared to comply in all material respects with the mandatory Accounting Standards notified under the

Companies (Accounting Standard) Rules, 2006 under the historical cost convention and on an accrual basis. The accounting policies, in all

material respects, have been consistently applied by Cairn India Group and are consistent with those used in the previous period, except to the

extent stated in note no. 8 below.

Principles of consolidation:

The consolidated financial statements relate to the Cairn India Group. In the preparation of these consolidated financial statements, investments in

subsidiaries have been accounted for in accordance with the provisions of AS 21 (Accounting for Consolidated Financial Statements). The

financial statements of the subsidiaries have been drawn up to the same reporting date as of Cairn India Limited. The consolidated financial

statements are prepared on the following basis:

i. The financial statements of the Company and its subsidiary companies are consolidated on a line-by-line basis by adding together the book

values of the like items of assets, liabilities, income and expenses after eliminating all significant intra-group balances and intra-group

transactions and also unrealised profits or losses in accordance with Accounting Standard (AS) 21 "Consolidated Financial Statements".

ii. The consolidated financial statements are prepared using uniform accounting policies for like transactions and other events in similar

circumstances and are presented, to the extent possible, in the same manner as the Company's separate financial statements. The financial

statements of the subsidiaries are adjusted for the accounting principles and policies followed by the Company.

iii. The difference between the cost to the Company of its investment in subsidiaries and its proportionate share in the equity of the investee

company at the time of acquisition of shares in the subsidiaries is recognized in the financial statements as Goodwill or Capital Reserve, as the

case may be. Goodwill is tested for impairment by the management on each reporting date.

(b) Oil and gas assets

Cairn India Group follows a successful efforts method for accounting for oil and gas assets as set out by the Guidance Note issued by the Institute

of Chartered Accountants of India (ICAI) on "Accounting for Oil and Gas Producing Activities".

Expenditure incurred on the acquisition of a license interest is initially capitalised on a license by license basis. Costs are held, undepleted,

within exploratory and development work in progress until the exploration phase relating to the license area is complete or commercial oil and gas

reserves have been discovered.

Exploration expenditure incurred in the process of determining exploration targets which cannot be directly related to individual exploration

(All amounts are in thousand Indian Rupees, unless otherwise stated)
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wells is expensed in the period in which it is incurred.

Exploration/appraisal drilling costs are initially capitalised within exploratory and development work in progress on a well by well basis until

the success or otherwise of the well has been established. The success or failure of each exploration/appraisal effort is judged on a well by well

basis. Drilling costs are written off on completion of a well unless the results indicate that oil and gas reserves exist and there is a reasonable

prospect that these reserves are commercial.

Where results of exploration drilling indicate the presence of oil and gas reserves which are ultimately not considered commercially viable, all

related costs are written off to the profit and loss account.  Following appraisal of successful exploration wells, when a well is ready for

commencement of commercial production, the related exploratory and development wells in progress are transferred into a single field cost centre

within producing properties, after testing for impairment.

Where costs are incurred after technical feasibility and commercial viability of producing oil and gas is demonstrated and it has been

determined that the wells are ready for commencement of commercial production, they are capitalised within producing properties for each cost

centre. Subsequent expenditure is capitalised when it enhances the economic benefits of the producing properties or replaces part of the existing

producing properties. Any costs remaining associated with such part replaced are expensed in the financial statements.

Net proceeds from any disposal of an exploration asset within exploratory and development work in progress are initially credited against the

previously capitalised costs and any surplus proceeds are credited to the profit and loss account. Net proceeds from any disposal of producing

properties are credited against the previously capitalised cost and any gain or loss on disposal of producing properties is recognised in the profit and

loss account, to the extent that the net proceeds exceed or are less than the appropriate portion of the net capitalised costs of the asset.

(c) Depletion

The expenditure on producing properties is depleted within each cost centre.

Depletion is charged on a unit of production basis, based on proved reserves for acquisition costs and proved and developed reserves for

other costs.

(d) Site restoration costs

At the end of the producing life of a field, costs are incurred in restoring the site of production facilities. Cairn India Group recognizes the full cost

of site restoration as a liability when the obligation to rectify environmental damage arises.  The site restoration expense forms part of the cost of

producing properties of the related asset.  The amortization of the asset, calculated on a unit of production basis based on proved and developed

reserves, is included in the "depletion and site restoration costs" in the profit and loss account.

(e) Impairment

i. The carrying amounts of assets are reviewed at each balance sheet date if there is any indication of impairment based on internal/

external factors.  An impairment loss is recognized where the carrying amount of an asset exceeds its recoverable amount.  The

recoverable amount is the greater of the asset's net selling price and value in use.  In assessing value in use, the estimated future cash

flows are discounted to their present value at the weighted average cost of capital.

ii. After impairment, depreciation/depletion is provided in subsequent periods on the revised carrying amount of the asset over its

remaining useful life.

(f) Tangible Fixed Assets, depreciation and amortization

Tangible assets, other than oil and gas assets, are stated at cost, less accumulated depreciation and impairment losses, if any. Cost comprises the

purchase price and any attributable cost of bringing the asset to its working condition for its intended use. Borrowing costs relating to acquisition

of fixed assets which take a substantial period of time to get ready for its intended use are also included to the extent they relate to the period till

such assets are ready to be put to use.

Depreciation is provided using the Straight Line Method as per the useful lives of the assets estimated by the management, or at the rates

prescribed under Schedule XIV of the Companies Act 1956, whichever is higher. The expected useful economic lives are as follows:

Vehicles 2 to 5 years

Freehold buildings 10 years

Computers 2 to 5 years

Furniture and fixtures 2 to 5 years

Office equipments 2 to 5 years

Plant and Equipment 2 to 5 years

Leasehold improvements are amortized over the remaining period of the primary lease or expected useful lives, whichever is shorter.

(g) Intangible fixed assets and amortization

Intangible assets, other than oil and gas assets, have finite useful lives and are measured at cost and amortized over their expected useful

economic lives as follows:

Computer software 2 to 4 years

Goodwill arising on acquisition is capitalized and is subject to review for impairment.

(h) Leases

Finance leases, which effectively transfer substantially all the risks and benefits incidental to ownership of the leased item, are capitalised at the

lower of the fair value and present value of the minimum lease payments at the inception of the lease term and disclosed as leased assets. Lease
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payments are apportioned between the finance charges and reduction of the lease liability based on the implicit rate of return. Finance charges are

charged directly against income. Lease management fees, legal charges and other initial direct costs are capitalised.

If there is no reasonable certainty that Cairn India Group will obtain the ownership by the end of the lease term, capitalised leased assets are

depreciated over the shorter of the estimated useful life of the asset or the lease term.

Leases where the lessor effectively retains substantially all the risks and benefits of ownership of the leased item, are classified as operating

leases. Operating lease payments are recognised as an expense in the profit and loss account on a straight-line basis over the lease term.

(i) Investments

Investments that are readily realisable and intended to be held for not more than a year are classified as current investments. Current investments

are measured at cost or market value, whichever is lower, determined on an individual investment basis. All other investments are classified as

long-term investments.  Long term investments are measured at cost.  However, provision for diminution in value is made to recognise a decline

other than temporary in the value of the investments.

(j) Inventory

Inventories of oil and condensate held at the balance sheet date are valued at net realizable value based on the estimated selling price. Inventory

of stores and spares related to exploration, development and production activities are stated at cost, determined on First in First out (FIFO) basis.

(k) Joint Ventures

Cairn India Group participates in several Joint Ventures which involve the joint control of assets used in the oil and gas exploration, development

and producing activities.  It accounts for its share of the assets and liabilities of Joint Ventures along with attributable income and expenses in such

Joint Ventures, in which it holds a participating interest. Joint venture cash and cash equivalent balances are considered by the Cairn India Group

to be the amounts contributed in excess of the Cairn India Group's obligations to the joint ventures and are, therefore, disclosed within Loans and

Advances.

(l) Revenue recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Cairn India Group and the revenue can be

reliably measured.

Revenue from operating activities

From sale of oil, gas and condensate

Revenue represents the Cairn India Group's share of oil, gas and condensate production, recognised on a direct entitlement basis, when

significant risks and rewards of ownership are transferred to the buyers.

As operator from the joint venture

Cairn India Group recognizes operators fees as revenue from joint ventures based on the provisions of respective PSCs.

Tolling income

Tolling income represents Cairn India Group's share of revenues from Pilotage and Oil Transfer Services from the respective joint ventures, which

is recognized based on the rates agreed with the customers, as and when the services are rendered.

Interest income

Interest income is recognised on a time proportion basis.

Dividend  income

Revenue is recognized when the shareholders' right to receive payment is established by the balance sheet date. Dividend from subsidiaries is

recognized even if same are declared after the balance sheet date but pertains to period on or before the date of balance sheet as per the

requirement of schedule VI of the Companies Act, 1956.

(m) Borrowing costs

Borrowing costs include interest and commitment charges on borrowings, amortisation of costs incurred in connection with the arrangement of

borrowings, exchange differences to the extent they are considered a substitute to the interest cost and finance charges under leases. Costs

incurred on borrowings directly attributable to development projects, which take a substantial period of time to complete, are capitalised within

the development/producing asset for each cost centre.

All other borrowing costs are recognised in the profit and loss account in the period in which they are incurred.

(n) Foreign currency transactions and translations

Cairn India Group translates foreign currency transactions into Indian Rupees at the rate of exchange prevailing at the transaction date.  Monetary

assets and liabilities denominated in foreign currency are translated into Indian Rupees at the rate of exchange prevailing at the Balance Sheet

date.  Non-monetary items which are carried in terms of historical cost denominated in a foreign currency are reported using the exchange rate at

the date of the transaction.

Exchange differences arising on the settlement of monetary items or on reporting the Cairn India Group's monetary items at rates different

from those at which they were initially recorded during the year, or reported in previous financial statements, are recognised as income or as

expenses in the year in which they arise except those arising from investments in non-integral operations.

All transactions of integral foreign operations are translated as if the transactions of those foreign operations were the transactions of the

group itself. In translating the financial statements of a non-integral foreign operation for incorporating in the group's financial statements, the

Cairn India Group translates the assets and liabilities at the rate of exchange prevailing at the balance sheet date.  Income and expenses of non-
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integral operations are translated using rates at the date of transactions.  Resulting exchange differences are disclosed under the foreign currency

translation reserve until the disposal of the net investment in non-integral operations.

(o) Income taxes

Tax expense comprises of current, deferred and fringe benefit tax.  Current income tax and fringe benefit tax are measured at the amount

expected to be paid to the tax authorities in accordance with the Indian Income Tax Act.   Fringe benefit tax also includes the proportionate

amount of tax likely to be paid by Cairn India Group, on the exercise of share options of the Company. Deferred income tax reflects the impact of

current period timing differences between taxable income and accounting income for the period and reversal of timing differences of earlier

period.

Deferred tax assets and liabilities are measured, based on tax rates and laws enacted or substantively enacted at the balance sheet date.

Deferred tax assets and deferred tax liabilities across various subsidiaries or countries of operation are not set off against each other as Cairn India

Group does not have a legal right to do so.  Current and deferred tax assets and liabilities are only offset where they arise within the same entity

and tax jurisdiction.

Deferred tax assets are recognised only to the extent that there is reasonable certainty that sufficient future taxable income will be available

against which such deferred tax assets can be realised. If Cairn India Group has carry forward of unabsorbed depreciation and tax losses, deferred

tax assets are recognised only if there is virtual certainty, supported by convincing evidence, that such deferred tax assets can be realised against

future taxable profits.  Unrecognised deferred tax assets of earlier periods are re-assessed and recognised to the extent that it has become

reasonably certain that future taxable income will be available against which such deferred tax assets can be realised.

The carrying amount of deferred tax assets are reviewed at each balance sheet date. The Company writes-down the carrying amount of a

deferred tax asset to the extent that it is no longer reasonably certain or virtually certain, as the case may be, that sufficient future taxable income

will be available against which deferred tax asset can be realised. Any such write-down is reversed to the extent that it becomes reasonably

certain or virtually certain, as the case may be, that sufficient future taxable income will be available.

Minimum Alternative Tax (MAT) credit is recognised as an asset only when and to the extent there is convincing evidence that the company

will pay normal income tax during the specified period.  In the year in which the MAT credit becomes eligible to be recognized as an asset in

accordance with the recommendations contained in guidance note issued by the Institute of Chartered Accountants of India, the said asset is

created by way of a credit to the profit and loss account and shown as MAT Credit Entitlement. The Company reviews the same at each balance

sheet date and writes down the carrying amount of MAT Credit Entitlement to the extent there is no longer convincing evidence to the effect that

Company will pay normal Income Tax during the specified period.

(p) Earnings Per Share

Basic earnings per share are calculated by dividing the net profit or loss for the year attributable to equity shareholders by the weighted average

number of equity shares outstanding during the period. The weighted average number of equity shares outstanding during the period is adjusted

for events of bonus issue, bonus element in a rights issue to existing shareholders, share split and reverse share split (consolidation of shares).

For the purpose of calculating diluted earnings per share, the net profit or loss for the period attributable to equity shareholders and the

weighted average number of shares outstanding during the period are adjusted for the effects of all dilutive potential equity shares, if any.

(q) Provisions

A provision is recognised when Cairn India Group has a present obligation as a result of past event and it is probable that an outflow of resources

will be required to settle the obligation, in respect of which a reliable estimate can be made. Provisions are not discounted to its present value and

are determined based on best estimate required to settle the obligation at the balance sheet date. These are reviewed at each balance sheet date

and adjusted to reflect the current best estimates.

(r) Cash and Cash equivalents

Cash and cash equivalents in the cash flow statement comprise cash at bank and in hand and short-term investments, with an original maturity of

90 days or less.

(s) Employee Benefits

Retirement and Gratuity benefits

Retirement benefits in the form of provident fund and superannuation scheme are defined contribution schemes and the contributions are

charged to the profit and loss account of the period when the contributions to the respective funds are due. There are no obligations other than

the contribution payable to the respective funds.

Gratuity liability is a defined benefit obligation and is provided for on the basis of an actuarial valuation on projected unit credit method made

at the end of each financial year. The scheme is maintained and administered by an insurer to which the trustees make periodic contributions.

Short term compensated absences are provided for based on estimates. Long term compensated absences are provided for based on

actuarial valuation made at the end of each financial year. The actuarial valuation is done as per projected unit credit method.

Actuarial gains / losses are immediately taken to profit and loss account and are not deferred.

Employee Stock Compensation Cost

Measurement and disclosure of the employee share-based payment plans is done in accordance with SEBI (Employee Stock Option Scheme and

Employee Stock Purchase Scheme) Guidelines, 1999 and the Guidance Note on Accounting for Employee Share-based Payments, issued by the

Institute of Chartered Accountants of India. Cairn India Group measures compensation cost relating to employee stock options using the intrinsic
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value method. Compensation expense is amortized over the vesting period of the option on a straight line basis. The cost of awards to employees

under the Company's ultimate parent entity's Long Term Incentive Plans ("the LTIP") is recognised based on the amount cross charged by the

parent entity.

(t) Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent liabilities at the date of the financial statements

and the results of operations during the reporting period end.  Although these estimates are based upon management's best knowledge of current

events and actions, actual results could differ from these estimates.

(u) Segment Reporting Policies

Identification of segments:

The Company's operating businesses are organized and managed separately according to the nature of products and services provided, with each

segment representing a strategic business unit that offers different products and serves different markets. The analysis of geographical segments

is based on the areas in which major operating divisions of the Company operate.

(v) Derivative Instruments

As per the ICAI Announcement, accounting for derivative contracts, other than those covered under AS-11, is done on marked to market on a

portfolio basis, and the net loss is charged to the income statement.  Net gains are ignored.

4. SEGMENTAL REPORTING

Business segments

The primary reporting of Cairn India Group has been prepared on the basis of business segments. Cairn India Group has only one business

segment, which is the exploration, development and production of oil and gas and operates in a single business segment based on the nature of

the products, the risks and returns, the organisation structure and the internal financial reporting systems. Accordingly, the figures appearing in

these financial statements relate to the Cairn India Group's single business segment.

Geographical segments

Secondary segmental reporting is prepared on the basis of the geographical location of customers. The operating interests of the Cairn India

Group are confined to the Indian sub-continent in terms of oil and gas blocks and customers. Accordingly, the figures appearing in these financial

statements relate to Cairn India Group's single geographical segment being operations in the Indian sub-continent.

5. RELATED PARTY TRANSACTIONS

(a) Names of related parties:

Companies having control

• Cairn UK Holdings Limited, UK • Cairn Energy Plc., UK

Holding Company Ultimate holding company

Key Managerial Personnel

• Rahul Dhir • Winston Frederick Bott Jr.

Managing Director and  Chief Executive Officer Executive Director and Chief Operating Officer

(Appointed on 29th April 2008)

• Indrajit Banerjee • Philip Tracy

Executive Director and Chief Financial Officer Alternate Director

(Appointed on 1st March 2007) (Appointed on 18th March 2009)

• Lawrence Smyth

Executive Director and Chief Operating Officer

(Appointed on 1st March  2007 and resigned on 21st January 2008)

(b) Transactions during the period/year:

Nature of the Transactions Related Party Current period Previous year

Reimbursement of expenses Cairn Energy Plc. 279,725 197,600

Shares issued including premium and stock option charge Rahul Dhir 716,185 Nil

Lawrence Smyth 126,758 Nil

Total 842,943 Nil

Remuneration (including bonus on cash basis) Rahul Dhir 125,460 165,579

Winston Frederick Bott Jr. 182,488 Nil

Indrajit Banerjee 26,123 15,593

Philip Tracy 1,354 Nil

Lawrence Smyth 39,336 113,677

Total 374,761 294,849
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(c) Balances outstanding as at the end of the period/year:

Nature of the Balance Related Party 31st March 2009 31st December 2007

Accounts payable Cairn Energy Plc. 1,296,164 1,033,919

Remuneration payable Rahul Dhir Nil 3,261

Indrajit Banerjee Nil 1,500

Lawrence Smyth Nil 1,800

Total Nil 6,561

Note: The remuneration to the key managerial personnel does not include the provisions made for gratuity and leave encashment benefits, as

they are determined on an actuarial basis for the Cairn India Group as a whole.

6. As at 31st March 2009, the Company and its subsidiaries together have utilized INR 82,563,170 thousand for the purposes listed in the

prospectus issued for the Initial Public Offer.  The details of utilization of funds is as follows-

Particulars Upto Upto

31st March 2009 31st December 2007

Acquisition of shares of Cairn India Holdings Limited from Cairn UK Holdings Limited 59,580,837 59,580,837

Exploration and Development expenses 21,152,714 10,411,239

General corporate purposes 230,000 90,440

Issue expenses 1,599,619 1,599,619

Total 82,563,170 71,682,135

The details of the unutilized monies out of the public issue proceeds is as follows-

Particulars 31st March 2009 31st December 2007

Mutual funds 718,277 7,337,856

Balances with banks 4,967,454 9,228,910

Total 5,685,731 16,566,766

7. EMPLOYEES STOCK OPTION PLANS

The Company has provided various share-based payment schemes to its employees. During the period ended 31st March 2009, the following

schemes were in operation:

Particulars CISMP CIPOP CIESOP CIPOP CIESOP

Phantom Phantom

Date of Board Approval 17th Nov 2006 17th Nov 2006 17th Nov 2006 Not applicable Not applicable

Date of Shareholder's approval 17th Nov 2006 17th Nov 2006 17th Nov 2006 Not applicable Not applicable

Number of options granted till March 2009 8,298,713 5,732,956 12,792,651 822,867 362,556

Method of Settlement Equity Equity Equity Cash Cash

Vesting Period Refer vesting 3 years from 3 years from 3 years from 3 years from

conditions below grant date grant date grant date grant date

Exercise Period 18 months 3 months from 7 years from Immediately Immediately

from vesting vesting date vesting date upon vesting upon vesting

Number of options granted till March 2009

24th Nov 2006 8,298,713 – – – –

1st Jan 2007 – 1,708,195 3,467,702 – –

20th Sept 2007 – 3,235,194 5,515,053 – –

29th July 2008 – 789,567 3,773,856 822,867 324,548

10th Dec 2008 – – 36,040 – 38,008

Total 8,298,713 5,732,956 12,792,651 822,867 362,556

The vesting conditions of the above plans are as under-

CISMP plan

(a) 6,714,233 options are to be vested in the following manner-

– 1/3rd of the options will vest on the day following the date on which the equity shares have been admitted to listing on the Stock Exchanges

('admission date'). Listing date was 9th Jan 2007.

– 1/3rd of the options will vest 18 months after the admission date.

– 1/3rd of the options will vest on achieving 30 days' consecutive production of over 150,000 bopd from the Rajasthan Block.
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(b) 1,584,480 options are to be vested in the following manner-

– 1/2 of the options will vest on the day following the date on which the equity shares have been admitted to listing on the Stock Exchanges.

– 1/4th of the options will vest on the date on which all major equipment for the start-up of the Mangala field is delivered to site.

– 1/4th of the options will vest on achieving 100,000 boepd from the Mangala Field.

CIPOP plan (including phantom options)

Options will vest (i.e become exercisable) at the end of a "performance period" which will be set by the remuneration committee at the time of

grant (although such period will not be less than three years). However, the percentage of an option which vests on this date will be determined

by the extent to which pre-determined performance conditions have been satisfied.

CIESOP plan (including phantom options)

There are no specific vesting conditions under CIESOP plan.

Details of Activities under Employees Stock Option Plans

CISMP Plan Current period Previous year

Number of Weighted Number of Weighted

options average exercise options average exercise

Price in INR Price in INR

Outstanding at the beginning of the year 8,298,713 33.70 8,298,713 33.70

Granted during the year Nil NA Nil NA

Forfeited during the year Nil NA Nil NA

Exercised during the year 5,268,396 33.70 Nil NA

Expired during the year 792,240 33.70 Nil NA

Outstanding at the end of the year 2,238,077 33.70 8,298,713 33.70

Exercisable at the end of the year Nil NA Nil NA

Weighted average fair value of options 131.50 NA 131.50 NA

granted on the date of grant (INR)

The weighted average share price on the dates of exercise of stock options was INR 220.09

CIPOP Plan Current period Previous year

Number of Weighted Number of Weighted

options average exercise options average exercise

Price in INR Price in INR

Outstanding at the beginning of the year 4,755,244 10.00 Nil NA

Granted during the year 789,567 10.00 4,943,389 10.00

Forfeited during the year Nil NA Nil NA

Exercised during the year Nil NA Nil NA

Expired during the year 2,344,715 10.00 188,145 10.00

Outstanding at the end of the year 3,200,096 10.00 4,755,244 10.00

Exercisable at the end of the year Nil NA Nil NA

Weighted average fair value of options 165.46 NA 165.46 NA

granted on the date of grant (INR)

CIESOP Plan Current period Previous year

Number of Weighted Number of Weighted

options average exercise options average exercise

Price in INR Price in INR

Outstanding at the beginning of the year 8,545,710 164.49 Nil NA

Granted during the year 3,809,896 226.21 8,982,755 164.27

Forfeited during the year Nil NA Nil NA

Exercised during the year Nil NA Nil NA

Expired during the year 1,441,362 169.33 437,045 160.00

Outstanding at the end of the year 10,914,244 185.39 8,545,710 164.49

Exercisable at the end of the year Nil NA Nil NA

Weighted average fair value of options 101.47 NA 89.40 NA

granted on the date of grant (INR)
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CIPOP Plan - Phantom options Current period Previous year

Number of Weighted Number of Weighted

options average exercise options average exercise

Price in INR Price in INR

Outstanding at the beginning of the year Nil NA Nil NA

Granted during the year 822,867 10.00 Nil NA

Forfeited during the year Nil NA Nil NA

Exercised during the year Nil NA Nil NA

Expired during the year 38,008 10.00 Nil NA

Outstanding at the end of the year 784,859 10.00 Nil NA

Exercisable at the end of the year Nil NA Nil NA

Weighted average fair value of options 175.40 NA Nil NA

granted on reporting date (INR)

CIESOP Plan - Phantom options Current period Previous year

Number of Weighted Number of Weighted

options average exercise options average exercise

Price in INR Price in INR

Outstanding at the beginning of the year Nil NA Nil NA

Granted during the year 362,556 218.19 Nil NA

Forfeited during the year Nil NA Nil NA

Exercised during the year Nil NA Nil NA

Expired during the year Nil NA Nil NA

Outstanding at the end of the year 362,556 218.19 Nil NA

Exercisable at the end of the year Nil NA Nil NA

Weighted average fair value of options 48.13 NA Nil NA

granted on reporting date (INR)

The details of exercise price for stock options outstanding as at March 31, 2009 are:

Scheme Range of No. of Weighted Weighted

exercise options  average average

price (INR) outstanding remaining exercise

contractual price (INR)

 life of options

(in years)

CISMP Plan 33.70 2,238,077 2.08 33.70

CIPOP Plan 10.00 3,200,096 1.51 10.00

CIESOP Plan 143-227 10,914,244 1.60 185.39

CIPOP Plan - Phantom options* 10.00 784,859 2.33 10.00

CIESOP Plan - Phantom options* 143-227 362,556 2.37 218.19

The details of exercise price for stock options outstanding as at December 31, 2007 are:

CISMP Plan 33.70 8,298,713 1.04 33.70

CIPOP Plan 10.00 4,755,244 2.49 10.00

CIESOP Plan 160-166.95 8,545,710 2.47 164.49

*Introduced during the current period
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Effect of Employees Stock Option Plans on Financial Position

Effect of the employee share-based payment plans on the profit and loss account and on its financial position:

Particulars Current Period Previous Year

Total Employee Compensation Cost pertaining to share-based payment plans 134,493 602,025

(including exceptional gain of INR 155,723 thousand in the current period-refer note no. 8 below)

Compensation Cost pertaining to equity-settled employee share-based payment plan included above 107,292 602,025

Compensation Cost pertaining to cash-settled employee share-based payment plan included above 27,201 Nil

Liability for equity-settled employee stock options outstanding as at period / year end 388,978 947,084

Liability for cash-settled employee stock options outstanding as at period / year end 27,201 Nil

Deferred compensation cost of equity-settled options 393,570 1,549,011

Deferred compensation cost of cash-settled options 94,719 Nil

Inputs for Fair valuation of Employees Stock Option Plans

The Share Options have been fair valued using an Option Pricing Model (Black Scholes Model). The main inputs to the model and the Fair Value of

the options, based on an independent valuation, are as under:

Variables - CISMP A B

Grant date 24th Nov 2006 24th Nov 2006

Stock Price / fair value of the equity shares on the date of grant (INR) 160.00 160.00

Vesting date Refer vesting Refer vesting

conditions conditions

Vesting % Refer vesting Refer vesting

conditions conditions

Volatility (Weighted average) 44.08% 46.59%

Risk free rate (Weighted average) 7.05% 6.94%

Time to maturity in years (Weighted average) 2.45 2.00

Exercise price - INR 33.70 33.70

Fair Value of the options (Weighted average) - INR 131.69 130.69

Variables - CIESOP

Grant date 1st Jan 2007 20th Sept 2007 29th July 2008 10th Dec 2008

Stock Price/fair value of the equity shares 160.00 166.95 228.55 150.10

on the date of grant (INR)

Vesting date 1st Jan 2010 20th Sept 2010 29th July 2011 10th Dec 2011

Vesting % 100% 100% 100% 100%

Volatility 41.04% 40.24% 39.43% 38.19%

Risk free rate 7.50% 7.65% 9.20% 6.94%

Time to maturity (years) 6.50 6.50 6.50 6.50

Exercise price (INR) 160.00 166.95 227.00 143.00

Fair Value of the options (INR) 87.30 90.72 130.42 79.80

Variables - CIPOP

Grant date 1st Jan 2007 20th Sept 2007 29th July 2008

Stock Price/fair value of the equity shares on the date of grant (INR) 160.00 166.95 228.55

Vesting date 1st Jan 2010 20th Sept 2010 29th July 2011

Vesting % Refer vesting Refer vesting Refer vesting

conditions conditions conditions

Volatility 41.61% 36.40% 37.49%

Risk free rate 7.33% 7.23% 9.37%

Time to maturity (years) 3.12 3.12 3.12

Exercise price (INR) 10.00 10.00 10.00

Fair Value of the options (INR) 152.05 158.97 221.09
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Variables - CIPOP Phantom

Grant date 29th July 2008

Stock Price of the equity shares on the reporting date (INR) 184.10

Vesting date 29th July 2011

Vesting % Refer vesting conditions

Volatility 44.64%

Risk free rate 5.97%

Time to maturity (years) 2.33

Exercise price (INR) 10.00

Fair Value of the options (INR) 175.40

Variables - CIESOP Phantom

Grant date 29th July 2008 10th Dec 2008

Stock Price of the equity shares on the reporting date (INR) 184.10 184.10

Vesting date 29th July 2011 10th Dec 2011

Vesting % 100% 100%

Volatility 44.64% 42.35%

Risk free rate 5.97% 6.18%

Time to maturity (years) 2.33 2.70

Exercise price (INR) 227.00 143.00

Fair Value of the options (INR) 44.41 79.91

Volatility is the measure of the amount by which the price has fluctuated or is expected to fluctuate during the period. The measure of volatility

used in Black-Scholes option-pricing model is the annualized standard deviation of the continuously compounded rates of return on the stock over

a period of time. Time to maturity /expected life of options is the period for which the Company expects the options to be live. The time to

maturity has been calculated as an average of the minimum and maximum life of the options.

Impact of Fair Valuation Method on net profits and EPS

In March 2005 the ICAI has issued a guidance note on "Accounting for Employees Share Based Payments" applicable to employee based share

plan the grant date in respect of which falls on or after April 1, 2005.  The said guidance note requires the Proforma disclosures of the impact of

the fair value method of accounting of employee stock compensation accounting in the financial statements. Applying the fair value based method

defined in the said guidance note, the impact on the reported net profit and earnings per share would be as follows:

Particulars Current Period

Profit as reported 8,034,506

Add: Employee stock compensation under intrinsic value method

(including exceptional gain of INR 155,723 thousand-refer note no. 8 below) 134,493

Less: Employee stock compensation under fair value method 622,866

Proforma profit 7,546,133

Earnings Per Share

Basic

– As reported 4.31

– Proforma 4.04

Diluted

– As reported 4.28

– Proforma 4.02

8. During the current period, Cairn India Group decided to retrospectively account for stock options using the Intrinsic Value Method as against the

Fair Value Method (Black Scholes) followed till the financial year ended 31st December 2007. Accordingly, the excess stock option provision up to

31st December 2007 was reversed during the current period ended 31st March 2009, resulting in an exceptional gain of INR 155,723 thousand.

Further, the stock option charge for the current period is lower and the profit after tax is higher by INR 488,373 thousand (including exceptional

gain of INR 155,723 thousand) due to this change.

(All amounts are in thousand Indian Rupees, unless otherwise stated)
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9. LEASE OBLIGATIONS DISCLOSURES

Finance Lease:

Fixed assets include office equipments and leasehold improvements obtained under finance lease. The lease is secured by way of hypothecation of

the respective assets acquired under them. The lease term is for 3 to 6 years and renewable for further period/years at the option of the Cairn India

Group. There is no escalation clause in the lease agreements. There are no restrictions imposed by lease arrangements and there are no subleases.

Current Period Minimum lease Principal Interest due

payments amount due

Within one year of the balance sheet date 97,740 80,366 17,374

Due in a period between one year and five years 160,059 142,037 18,022

Due after five years Nil Nil Nil

Total 257,799 222,403 35,396

Previous Year Minimum lease Principal Interest due

payments amount due

Within one year of the balance sheet date 86,166 74,764 11,402

Due in a period between one year and five years 104,096 94,597 9,499

Due after five years Nil Nil Nil

Total 190,262 169,361 20,901

Note: The interest rate on finance lease ranges from 3.77% to 14.64%

Operating Lease:

Cairn India Group has entered into operating leases for office premises and office equipments. The leases have a life of 3 to 6 years. There is an

escalation clause in the lease agreement for the primary lease period. There are no restrictions imposed by lease arrangements and there are no

subleases. There are no contingent rents.

Particulars 31st March 2009 31st December 2007

Lease payments made during the period 120,173 40,199

Minimum lease payments in case of non-cancellable operating leases

Within one year of the balance sheet date 124,628 117,470

Due in a period between one year and five years 150,536 264,797

Due after five years Nil Nil

10. CONTINGENT LIABILITIES

Ravva Joint Venture Arbitration proceedings : ONGC Carry

Ravva is an unincorporated Joint Venture (JV) in which Cairn India Group has an interest. The calculation of the Government of India's (GoI) share

of petroleum produced from the Ravva oil field has been a matter of disagreement for some years.

An arbitration panel opined in October 2004 and Cairn has been willing to be bound by the award, although it was not as favourable as had been

hoped.  The GoI, however, had lodged an appeal in the Malaysian courts in respect of one element of the award which was in Cairn's favour,

namely the "ONGC Carry" issue. The "ONGC Carry" issue relates to whether Contractor Parties under Ravva PSC are entitled to include in their

accounts for the purposes of calculating the PTRR certain costs paid by Contractor Parties in consideration for ONGC having paid 100% of costs

prior to the signing of the Ravva PSC in 1994.

Cairn India Group challenged both the GoI's right to appeal and the grounds of that appeal.

A judgement was delivered by the Malaysian High Court on 12th January 2009, ruling in favour of the GoI and setting the arbitration award aside.

This has the effect of negating the original award in favour of Cairn India Group.  This judgement is subject to appeal to the Malaysian Court of

Appeal and, potentially, the Malaysian Federal Court.  Cairn has appealed to the Malaysian Court of Appeal.

Should Cairn finally lose the argument through the Malaysian courts, given the terms of the High Court's award itself, this will require the matter

to be arbitrated afresh under the terms of the PSC for dispute resolution.

Cairn India Group has received advice from their Malaysian legal counsel to the effect that there are strong grounds for appeal through the

Malaysian courts but, even if this proved unsuccessful, given there was one arbitration award in Cairn India Group's favour on this issue and a

similar award was made in favour of one of Cairn India Group's joint venture partners on the same issue in a separate arbitration with GoI, Cairn

India Group believes it has a good chance of any new arbitration panel coming to the same conclusion.

The GoI has challenged Cairn's understanding of the effect of a set-aside claiming that this would not entitle Cairn to a fresh arbitration should we

ultimately lose in Malaysia.  This dispute is currently before the courts in India although Cairn has received clear and consistent advice from

Malaysian lawyers that a set-aside under Malaysian law does not constitute a judgement in favour of GoI.

In addition, consistent with GoI's view that the set-aside meant they now have a binding judgement in their favour, GoI has demanded and
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commenced recovery from Cairn's buyers, of revenues from sale proceeds to set-off against the sums they claim are now due as a result of the

Malaysian judgement being in their favour.  This recovery action is currently being contested by Cairn in the Indian courts.

In the event that the GoI's appeal ultimately succeeded in a manner which resulted in a ruling which Cairn India Group accepted as binding, then

Cairn India Group would be required to pay an additional USD 64 million (approximately INR 3,265,000 thousand). Cairn India Group would also

be potentially liable for interest on this sum currently estimated at approximately USD 30 million (INR 1,536,000 thousand) though the calculation

of interest would require further agreement.

Ravva Joint Venture Arbitration proceedings : Base Development Cost

In a separate and unrelated dispute related to the profit petroleum calculations under the Ravva PSC, the Ravva joint venture received a claim from

the Director General of Hydrocarbons (DGH) for the period from 2000-2005 for USD 166.4 million for an alleged underpayment of profit

petroleum to the Indian Government, out of which Cairn India Group's share will be USD 37.4 million (approximately INR 1,909,000 thousand)

plus potential interest at applicable rate (LIBOR plus 2% as per PSC).

This claim relates to the Indian Government's allegation that the Ravva JV has recovered costs in excess of the Base Development Costs ("BDC")

cap imposed in the PSC and that the Ravva JV  has also allowed these excess costs in the calculation of the Post Tax Rate of Return (PTRR).  Cairn

believes that such a claim is unsustainable under the terms of the PSC because, amongst other reasons, the BDC cap only applies to the initial

development of the Ravva field and not to subsequent development activities under the PSC. Additionally the Ravva JV has also contested the

basis of the calculation in the above claim from the DGH. Even if upheld, Cairn believes that the DGH has miscalculated the sums that would be

due to the Indian Government in such circumstances. Companies have initiated the arbitration proceedings with appointment of an arbitrator.

Government of India has also appointed its arbitrator. Presiding arbitrator is yet to be appointed.

Service tax

One of the subsidiary companies of the Cairn India Group has received three show cause notices from the tax authorities in India for non payment

of service tax as a recipient of services from foreign suppliers.  These notices cover periods from 16th August 2002 to 31st March 2008.  A writ

petition(s) challenging the liability to pay service tax as recipient of services in respect of first show cause notice (16th August 2002 to 31st March

2006) and challenging the scope of some services in respect of second show cause notice (1st April 2006  to 31st March 2007), has been filed

with the Chennai High Court.  The reply for second and third show cause notice has also been filed before the authorities. Should the adjudication

go against Cairn India Group, it will be liable to pay the service tax of approximately INR 978,000 thousand plus potential interest of

approximately INR 395,000 thousand, although this could be recovered in part where it relates to services provided to Joint Venture of which

Cairn India is operator.

Tax holiday on gas production

Section 80-IB(9) of the Income Tax Act, 1961 allows the deduction of 100% of profits from the commercial production or refining of mineral oil.

The term 'mineral oil' is not defined but has always been understood to refer to both oil and gas, either separately and collectively.

The 2008 Finance Bill appeared to remove this deduction by stating [without amending section 80-IB(9)] that "for the purpose of section 80-IB(9),

the term 'mineral oil' does not include petroleum and natural gas, unlike in other sections of the Act".  Subsequent announcements by the Finance

Minister and the Ministry of Petroleum and Natural Gas have confirmed that tax holiday would be available on production of crude oil but have

continued to exclude gas.

Cairn India Group filed a writ petition to the Gujarat High Court in December 2008 challenging the restriction of section 80-IB to the production of

oil.  In the event this challenge is unsuccessful, the potential liability for tax and related interest on tax holiday claimed on gas production for all

periods to 31st March 2009 is approximately INR 2,370,000 thousand.

Based on the legal opinions received, the management is of the view that the liability in these cases is not probable and accordingly no provision

has been made in the financial statements.

11. CAPITAL COMMITMENTS (NET OF ADVANCES)

a. In respect of Cairn India Group's share of Joint Ventures' Exploration activities - INR 11,324,140 thousand (previous year - INR 23,442,498

thousand).

b. In respect of the Cairn India Group's share of Joint Ventures' Development activities - INR 34,536,062 thousand (previous year - INR

3,351,442 thousand).

12. DERIVATIVE INSTRUMENTS AND UNHEDGED FOREIGN CURRENCY EXPOSURE

Cairn India Group has taken USD put/INR call options to hedge the risk of foreign currency exposure. The aggregate amount of outstanding

options as at 31st March 2009 aggregated to USD 214,000 thousand (previous year USD 210,000 thousand)

Particulars of Unhedged Foreign Currency Exposure at the Balance Sheet date

Particulars 31st March 2009 31st December 2007

Unsecured Loans 43,341,500 2,955,000

Sundry Debtors 1,516,418 1,335,754

Cash and Bank 31,366,364 11,304,311

Current Assets 2,266,955     4,843,437

Current Liabilities 5,623,077     4,168,594
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13. Cairn India Group has a defined contribution gratuity plan. Every employee who has completed five years or more of service gets a gratuity on

departure at 15 days salary (last drawn salary) for each completed year of service. The scheme is funded with an insurance company in the form of a

qualifying insurance policy.

The following tables summarize the components of net benefit expense recognised in the profit and loss account and the funded status and amounts

recognised in the balance sheet for the gratuity plans.

Profit and Loss account

Net employee benefit expense (recognised in Employee Cost)

Particulars 31st March 2009 31st December 2007

Current service cost 23,529 10,846

Interest cost on benefit obligation 6,051 2,863

Expected return on plan assets (3,666) (1,798)

Net actuarial (gain) / loss recognised in the year 14,974 21,226

Past service cost Nil Nil

Net benefit expense 40,888 33,137

Actual return on plan assets 6,700 2,975

Balance sheet

Details of Provision for Gratuity

Particulars 31st March 2009 31st December 2007

Defined benefit obligation 108,425 66,142

Fair value of plan assets 68,854 29,163

Less: Unrecognized past service cost Nil Nil

Plan asset / (liability) (39,571) (36,979)

Changes in the present value of the defined benefit obligation are as follows:

Particulars 31st March 2009 31st December 2007

Opening defined benefit obligation 66,142 41,207

Current service cost 23,529 10,846

Interest cost 6,051 2,515

Benefits paid (5,306) (10,829)

Actuarial (gains) / losses on obligation 18,009 22,403

Closing defined benefit obligation 108,425 66,142

Changes in the fair value of plan assets are as follows:

Particulars 31st March 2009 31st December 2007

Opening fair value of plan assets 29,163 25,693

Expected return 3,666 1,798

Contributions by employer 38,296          11,324

Benefits paid (5,306) (10,829)

Actuarial gains / (losses) 3,035 1,177

Closing fair value of plan assets 68,854 29,163

Note: The Group's expected contribution to the fund in the next year is INR 34,725 thousand.

The major categories of plan assets as a percentage of the fair value of total plan assets are as follows:

Particulars 31st March 2009 31st December 2007

Investments with insurer 100% 100%

The overall expected rate of return on assets is determined based on the market prices prevailing on that date, applicable to the period over which

the obligation is to be settled.
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The principal assumptions used in determining gratuity liability for the Group's plans are shown below:

Particulars 31st March 2009 31st December 2007

Discount rate 7% 8%

Future salary increase 10% 10%

Expected rate of return on assets 9.35% 9.1%

Employee turnover 13.13% 13.13%

Mortality Rate LIC (1994-96) LIC (1994-96)

Ultimate Table  Ultimate Table

Note: The estimates of future salary increases, considered in actuarial valuation, take account of inflation, seniority, promotion and other relevant

factors, such as supply and demand in the employment market.

Gratuity liabilities for the current and previous period are as follows:

Particulars 31st March 2009 31st December 2007

Defined benefit obligation 108,425 66,142

Plan assets 68,854 29,163

Surplus / (deficit) (39,571) (36,979)

Experience adjustments on plan assets (loss)/gain 3,132 2,970

Experience adjustments on plan liabilities (loss)/gain (11,964) (6,960)

Notes:

a) The Group has adopted AS 15 (Revised 2005) Employee Benefits for the first time during the previous year. Disclosures required by

paragraph 120 (n) of AS-15 (Revised 2005)   are required to be furnished prospectively from the date of transition and hence have been

furnished for the current and the previous year only.

b) The Group is maintaining a fund with the Life Insurance Corporation of India (LIC) to meet its gratuity liability. The present value of the plan

assets represents the balance available with the LIC as at the end of the period. The total value of plan assets amounts to INR 68,854

thousand as certified by the LIC.

14. DETAILS OF MOVEMENT IN SHARE CAPITAL IS AS UNDER

Date Number of equity Description Issue price Share capital Securities

shares of INR 10 each  in INR premium

31st December 2006 1,765,314,379 Closing balance 17,653,144 275,017,837

8th February 2007 13,085,041 Issued under Green Shoe Option 160.00 130,850 1,962,756

Less: Share issue expenses (896,478)

adjusted against premium

31st December 2007 1,778,399,420 17,783,994 276,084,115

7th March 2008 792,240 Exercise of stock options 33.70 7,922 18,776

22nd April 2008 113,000,000 Preferential allotment of  shares 224.30 1,130,000 24,215,900

to non promoter investors

7th May 2008 525,000 Exercise of share options 33.70 5,250 12,443

27th May 2008 1,713,078 Exercise of share options 33.70 17,131 40,600

8th December  2008 1,600,000 Exercise of share options 33.70 16,000 37,920

19th December 2008 638,078 Exercise of share options 33.70 6,381 15,122

Add : Share options liability 665,398

transferred to securities premium

upon exercise of the options

31st March 2009 1,896,667,816 18,966,678 301,090,274

15. The share issue expenses of INR 208,410 thousand incurred on the preferential allotment of 113,000,000 equity shares have been charged to the

profit and loss account and not adjusted from the securities premium account on conservative basis.

16. Cairn India Group supplies gas from its Ravva and Cambay blocks to various customers. The price contracts with two customers are due for

revision with effect from December 2008 and currently the same are under negotiation. Pending finalization of the price contracts, revenue has

been recognised based on the last agreed prices on a conservative basis, as the management is expecting an upward price revision.
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17. The goodwill of Cairn India Group amounting to INR 253,192,675 thousand has arisen on consolidation of financial statements of the Company

with its subsidiaries and represents the difference between the cost to the Company of its investment in Cairn India Holdings Limited (which

largely represent Cairn India Group's operations in India through its subsidiaries) and its proportionate share in the net book value of Cairn India

Holdings Limited  on consolidated basis at the time of acquisition of shares in Cairn India Holdings Limited. The management has carried out the

tests for impairment of goodwill at the year-end as per requirements of AS 28 (Impairment of Assets) by computing the value in use of the assets

and comparing the same with the carrying amount of the net assets. Value in use is based on the discounted future net cash flows of the oil and

gas assets held by the Cairn India Group. For all blocks in the exploration stage, valuation has been carried out using risked NPV / boe. The result

of the impairment tests indicate that the value in use is higher than the carrying amounts and no impairment provision is required to be created at

the reporting date.

18. The management committee for the Rajasthan block has recently approved the declaration of commerciality and has granted an area of 822 square

kilometers for future development. This includes an additional area of 238 square kilometers where the approval of the Ministry of Petroleum and

Natural Gas is awaited.

19. Long term investment represents shares of Videocon Industries Limited held by Cairn Energy India Pty Limited (CEIPL) by virtue of its holdings in

erstwhile Videocon Petroleum Limited, which subsequently merged with Videocon Industries Limited. CEIPL is yet to receive the share certificates

of the merged entity and the matter is being pursued with the company.

20. The current tax and deferred tax provisions have been computed on the basis of the standalone financial statements of the Company's

subsidiaries, i.e. not based on the consolidated financial statements of Cairn India Limited and its subsidiaries. There was a reversal of deferred tax

liability amounting to INR 237,884 thousand during the current period due to changes in assumptions for computing the timing differences in

relation to certain assets of Rajasthan project during the tax holiday period.

21. Cairn India Holdings Limited (CIHL), a wholly owned subsidiary of the Company along with some of its subsidiaries has entered into a loan facility

agreement for USD 850 million with a consortium of banks. For the purposes of securing this facility, CIHL along with some of its subsidiaries has

created a negative pledge on its assets and those of its subsidiaries, whereby it has undertaken not to dispose any of the said assets or create any

charge on the same without the prior consent of the lenders. Further, the entire shares of Cairn Energy Hydrocarbons Limited a wholly owned

subsidiary of CIHL, has been pledged with the lenders.

22. Cairn India Group's estimate of hydrocarbon reserves and resources at the period/year end is as follows-

Particulars Gross proved and probable Gross proved and probable Net proved and probable

hydrocarbons initially in place reserves and resources reserves and resources

(mmboe) (mmboe) (mmboe)

Current Year Previous Year Current Year Previous Year Current Year Previous Year

Rajasthan MBA Fields 2,054 2,054 685 685 479 479

Rajasthan MBA EOR – – 308 308 216 216

Rajasthan Block Other Fields 1,708 1,697 86 84 61 60

Ravva Fields 625 584 72 82 16 18

CBOS/2 Fields 156 116 20 25 8 10

KG-DWN-98/2 650 650 353 353 35 35

Total 5,193 5,101 1,524 1,537 815 818

Cairn India Group's net working interest in proved and probable reserves is as follows-

Particulars Proved and Proved and probable

probable Reserves reserves (developed)

Oil (mmstb) Gas (bscf) Oil (mmstb) Gas (bscf)

Reserves as at 1st January 2007* 207.15 53.19 18.10 53.19

Additions / revision during the year 44.47 4.21 3.63 4.21

Production during the year 4.59 13.40 4.59 13.40

Reserves as at 31st December 2007** 247.03 44.00 17.14 44.00

Additions / revision during the fifteen months period 98.35 (1.66) 2.64 (1.66)

Production during the fifteen months period 5.58 13.74 5.58 13.74

Reserves as at 31st March 2009*** 339.80 28.60 14.20 28.60

(All amounts are in thousand Indian Rupees, unless otherwise stated)

Schedules to the Consolidated Financial Statements Continued

SCHEDULE 23 - NOTES TO ACCOUNTS
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As per our report of even date

For S. R. Batliboi & Associates For and on behalf of the Board of Directors

Chartered Accountants Rahul Dhir Managing Director and Chief Executive Officer

per Raj Agrawal Aman Mehta Director

Partner Indrajit Banerjee Executive Director and Chief Financial Officer

Membership No.: 82028 Neerja Sharma Company Secretary

Place : Gurgaon

Date : 27th May, 2009

(All amounts are in thousand Indian Rupees, unless otherwise stated)

Schedules to the Consolidated Financial Statements Continued

SCHEDULE 23 - NOTES TO ACCOUNTS

* Includes probable oil reserves of 35.81 mmstb (of which 3.24 mmstb is developed) and probable gas reserves of 16.73 bscf (of which 16.73

bscf  is developed)

** Includes probable oil reserves of 41.78 mmstb (of which 4.17 mmstb is developed) and probable gas reserves of 16.57 bscf (of which 16.57

bscf is developed)

*** Includes probable oil reserves of 57.70 mmstb (of which 5.7 mmstb is developed) and probable gas reserves of 12.80 bscf (of which 12.80 bscf

is developed)

mmboe = million barrels of oil equivalent

mmstb =  million stock tank barrels

bscf = billion standard cubic feet

1 million metric tonnes = 7.4 mmstb

1 standard cubic meter = 35.315 standard cubic feet

MBA = Mangala, Bhagyam & Aishwarya

EOR = Enhanced Oil Recovery

23. CHANGE IN FINANCIAL YEAR AND PRIOR YEAR COMPARATIVES

Shareholders of the Company have approved the change of financial year end from 31st December to 31st March. Therefore, the current financial

year consists of fifteen month period from 1st January 2008 to 31st March 2009. Subsequent financial years would be for twelve months period

ending 31st March every year. Accordingly, previous year figures in the profit and loss account and cash flow statement are not comparable with

current extended financial year.

Previous year's figures have been regrouped where necessary to confirm to current period's classification.
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Auditor’s Report on Consolidated Financial Statements

To

The Board of Directors of Cairn India Limited

1. We have audited the attached Consolidated Balance Sheet of Cairn India Group, as at 31 March, 2010, and also the Consolidated Profi t and 

Loss Account and the Consolidated Cash Flow Statement for the year ended on that date annexed thereto. These fi nancial statements are 

the responsibility of the Cairn India Limited’s management. Our responsibility is to express an opinion on these fi nancial statements based 

on our audit.

2. We conducted our audit in accordance with the auditing standards generally accepted in India. Those Standards require that we plan and 

perform the audit to obtain reasonable assurance about whether the fi nancial statements are free of material misstatement. An audit includes 

examining, on a test basis, evidence supporting the amounts and disclosures in the fi nancial statements. An audit also includes assessing the 

accounting principles used and signifi cant estimates made by management, as well as evaluating the overall fi nancial statement presentation. 

We believe that our audit provides a reasonable basis for our opinion.

3. The attached fi nancial statements include Cairn India Group’s share of net assets, expenses and cash fl ows aggregating to Rs. 799,846 

thousand, Rs. 692,124 thousand and Rs. 9 thousand respectively in the unincorporated joint ventures not operated by the Company or its 

subsidiaries, the accounts of which have been audited by the auditors of the respective unincorporated joint ventures and relied upon by us.

4. We report that the consolidated fi nancial statements have been prepared by the Cairn India Limited’s management in accordance with the 

requirements of Accounting Standards (AS) 21, Consolidated fi nancial statements, notifi ed pursuant to the Companies (Accounting Standards) 

Rules, 2006, (as amended).

5. In our opinion and to the best of our information and according to the explanations given to us, the consolidated fi nancial statements give a true 

and fair view in conformity with the accounting principles generally accepted in India:

 

 (a) in the case of the consolidated balance sheet, of the state of affairs of the Cairn India Group as at 31 March, 2010;

 (b) in the case of the consolidated profi t and loss account, of the profi t for the year ended on that date; and

 (c) in the case of the consolidated cash fl ow statement, of the cash fl ows for the year ended on that date.

For S.R. Batliboi & Associates

Firm registration number: 101049W 

Chartered Accountants

per Sanjay Vij

Partner 

Membership No.:95169

Place Gurgaon     Date 27 May, 2010

F-306



99

Consolidated Balance Sheet
AS AT MARCH 31, 2010

(All amounts are in thousand Indian Rupees, unless otherwise stated) 

Schedules As at March 31, 2010 As at March 31, 2009 

Sources of Funds

Shareholders’ Funds

Share capital 1  18,969,741  18,966,678 

Stock options outstanding 2  463,978  388,978 

Reserves and surplus 3  319,249,603  308,667,596 

338,683,322  328,023,252 

Loan funds

Secured loans 4  34,007,131  222,402 

Unsecured loans 5  -    43,341,500 

34,007,131  43,563,902 

Deferred tax liabilities (net) 6  4,619,418 5,623,782

377,309,871 377,210,936

Application of Funds

Fixed assets 7

Gross cost  2,227,578  1,434,686 

Less: Accumulated depreciation / amortisation  958,067   801,843  

Net book value 1,269,511 632,843

Exploration, Development and 

Site-restoration costs
8

Cost of producing facilities (net)  4,994,770  3,013,742 

Exploratory & development work in progress  91,634,579  62,027,323 

Net book value 96,629,349  65,041,065 

Goodwill 253,192,675 253,192,675

Investments 9 17,124,133 1,712,806

Deferred tax assets (net) 6 166,215 83,935

Current assets, loans and advances

Inventories 10  2,909,438  1,682,808 

Sundry debtors 11  3,067,474  1,516,418 

Cash and bank balances 12  9,294,240  65,270,674 

Other current assets 13  144,586  704,244 

Loans and advances 14  8,317,866  3,505,102 

 23,733,604  72,679,246 

Less: Current liabilities and provisions

Current liabilities 15  9,868,645  11,794,353 

Provisions 16  4,936,971  4,337,281 

 14,805,616  16,131,634 

Net Current assets 8,927,988 56,547,612

377,309,871  377,210,936 

Notes to accounts 25

The schedules referred to above are an integral part of the consolidated balance sheet.

As per our report of even date

For S. R. Batliboi & Associates   For and on behalf of the Board of Directors

Firm Registration No.:101049W   

Chartered Accountants    Rahul Dhir Managing Director and Chief Executive Offi cer

per Sanjay Vij     Indrajit Banerjee Executive Director and Chief Financial Offi cer  

Partner     Omkar Goswami Director     

Membership No. 95169    Neerja Sharma Company Secretary

Place Gurgaon     Date 27 May, 2010
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The schedules referred to above are an integral part of the consolidated profi t and loss account.

As per our report of even date

For S. R. Batliboi & Associates   For and on behalf of the Board of Directors

Firm Registration No.:101049W   

Chartered Accountants    Rahul Dhir Managing Director and Chief Executive Offi cer

per Sanjay Vij     Indrajit Banerjee Executive Director and Chief Financial Offi cer  

Partner      Omkar Goswami Director     

Membership No. 95169    Neerja Sharma Company Secretary

Place Gurgaon     Date 27 May, 2010

(All amounts are in thousand Indian Rupees, unless otherwise stated) 

Consolidated Profi t and Loss Account
FOR THE YEAR ENDED MARCH 31, 2010  

Schedules 
Year ended

March 31, 2010
Fifteen months 

ended March 31, 2009

Income

Income from operations 17  16,230,261  14,326,716 

Other income 18  4,076,616  5,510,324 

 20,306,877  19,837,040 

Expenditure

Operating expenses 19  4,248,252  2,129,743 

Depletion 8  1,376,477  2,635,431 

Unsuccessful exploration costs 8  2,085,346  1,683,851 

Staff Costs 20  1,101,635  1,150,010 

Administrative expenses 21  1,372,497  1,727,069 

(Increase) / decrease in inventories 22  (366,021)  222,342 

Prior period items 

(Refer note no. 22 in schedule 25)
 68,716  283,045 

Depreciation and amortisation 7  108,588  62,593 

Finance costs 23  148,031  64,090 

 10,143,521  9,958,174 

Profi t before taxation 10,163,356 9,878,866

Current tax  2,216,325  1,336,282 

MAT credit entitlement  (1,372,228)  (225,490)

Deferred tax (credit)/ charge  (1,086,649)  623,354 

Fringe Benefi t Tax 

(refer note no. 23 in schedule 25)
 (105,218)  110,214 

Wealth tax  67 -             

(347,703) 1,844,360

Profi t for the year / period  10,511,059  8,034,506 

Surplus / (Defi cit) brought forward from the 

previous period
 7,577,322  (457,184)

Surplus carried to Balance sheet  18,088,381  7,577,322 

Earnings per share in INR 24  

Basic  5.54 4.31 

Diluted  5.52 4.28 

(Nominal value of shares INR 10)

Notes to accounts 25  
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Year ended 
March 31, 2010

Fifteen months ended
March 31, 2009

Cash fl ow from operating activities

Profi t before taxation for the year / period  10,163,356  9,878,866 

Adjustments for 

   - Employee compensation expense (equity settled stock 

     options) - net of exceptional gains
 89,175  107,292 

   - Depreciation and depletion  1,780,276  2,949,665 

   - Loss / (Profi t) on sale / discard of fi xed assets (net)  (313)  1,835 

   - Unsuccessful exploration costs  2,085,346  1,683,851 

   - Share issue expenses  -    208,410 

   - Unrealised exchange loss / (gain) on restatement of assets    

     and liabilities (net)
 (2,604,018)  (1,710,402)

   - Interest expense  59,518  79,436 

   - Profi t on sale of non trade current investments (net)  (2,385)  (1,245,686)

   - Interest income  (1,375,578)  (1,858,924)

   - Dividend from investments  (224,461)  (221,876)

   - Loan facility and management fees  103,834  -   

   - Unrealised loss on option contracts  -    112,973 

   - Balances written back (net)  (143,360)  (143,285)

Operating profi t before working capital changes  9,931,390  9,842,155 

Movements in working capital:

(Increase)/decrease in inventories  (1,226,630)  (466,761)

(Increase)/decrease in debtors  (1,598,096)  (108,344)

(Increase)/decrease in loans and advances and other 

current assets
 (3,050,580)  186,699 

Increase/(decrease) in current liabilities and provisions  (1,206,652)  1,684,424 

Cash generated from operations  2,849,432  11,138,173 

Current tax/FBT paid (net of refunds)  (1,752,558)  (1,457,679)

Net cash from operating activities  (A) 1,096,874 9,680,494

Cash fl ow from investing activities

Payments made for exploration, development activities and 

purchase of fi xed assets
 (33,662,150)  (30,133,147)

Short term investments in mutual funds (net)  (15,416,641)  6,661,791 

Fixed deposits made  (16,716,524)  (43,410,755)

Proceeds from matured fi xed deposits  57,327,022  11,686,817 

Proceeds from sale of fi xed assets  313  202 

Interest received  2,138,135  1,240,524 

Dividend from short term investments received  222,195  -   

Dividend from long term investments received  -    216,589 

Net cash used in investing activities  (B)  (6,107,650)  (53,737,979)

Cash fl ow from fi nancing activities

Proceeds from issue of equity shares (including securities 

premium)
 20,363  25,523,445 

Payments made for share issue expenses  -    (208,410)

Finance lease taken  9,406  175,645 

Repayment of fi nance lease  (91,483)  (124,838)

Proceeds from long term borrowings  34,604,616  37,620,170 

Repayment of long term borrowings  (41,409,564)  -   

Loan facility and management fees paid  (1,908,255)  -   

Consolidated Statement of Cash Flows
FOR THE YEAR ENDED MARCH 31, 2010

(All amounts are in thousand Indian Rupees, unless otherwise stated) 
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Interest paid  (1,678,228)  (1,464,603)

Net cash from/(used in) fi nancing activities (C)  (10,453,145)  61,521,409 

Net increase/(decrease) in cash and cash 

equivalents (A+B+C)
 (15,463,921)  17,463,924 

Cash and cash equivalents at the beginning of the year/ period  21,732,635  1,503,807 

Cash and cash equivalents at the end of the year/ period  6,268,714  18,967,731 

Unrealised exchange differences on closing cash and 

cash equivalents
 97,984  2,764,904 

Cash and cash equivalents as per cash fl ow statement  6,366,698  21,732,635 

Components of cash and cash equivalents as at  March 31, 2010  March 31, 2009 

Cash in hand  452  626 

Balances with banks

on current accounts  390,057  228,024 

on site restoration fund  143,703  -   

on deposit accounts  8,760,028  65,042,024 

Less: Deposits having maturity of over 90 days  (2,927,542)  (43,538,039)

 6,366,698  21,732,635 

Notes  

i)  The above Cash Flow Statement has been prepared under the ‘Indirect Method’ as set out in Accounting Standard-3 on “Cash fl ow statements”.

ii)  Amounts in bracket indicate a cash outfl ow or reduction.

iii)  Bank balance in deposit accounts includes INR 1,955,866 thousand, previous period INR 3,312,342 thousand, pledged with the banks.

As per our report of even date

For S. R. Batliboi & Associates   For and on behalf of the Board of Directors

Firm Registration No.:101049W   

Chartered Accountants    Rahul Dhir Managing Director and Chief Executive Offi cer

per Sanjay Vij     Indrajit Banerjee Executive Director and Chief Financial Offi cer  

Partner     Omkar Goswami Director     

Membership No. 95169    Neerja Sharma Company Secretary

Place Gurgaon Date 27 May, 2010   

   

Consolidated Statement of Cash Flows Continued

Year ended 
March 31, 2010

Fifteen months ended
March 31, 2009

(All amounts are in thousand Indian Rupees, unless otherwise stated) 
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Notes  

i)  Issued, subscribed and fully paid up share capital includes 1,183,243,791 equity shares (previous period - 1,226,843,791 equity shares) of INR 10 each    

 held by Cairn UK Holdings Limited, the holding company, together with its nominees.  

ii)  Shares held by the holding company include 861,764,893 equity shares (previous period - 861,764,893 equity shares) of INR 10 each, allotted as fully   

 paid up pursuant to contracts for consideration other than cash.   

iii)  For stock options outstanding, refer note no. 7 in schedule 25. 

Schedules to the Consolidated Financial Statements

As at 
 March 31, 2010

 As at  
 March 31, 2009 

Schedule 1

Share capital

Authorised:

2,250,000,000 (previous period 2,250,000,000) equity shares of 

INR 10 each
22,500,000 22,500,000

Issued, Subscribed and Paid up:

1,896,974,132 (previous period 1,896,667,816) equity shares of INR 10 each 18,969,741 18,966,678

18,969,741 18,966,678

Schedule 2

Stock options outstanding

Employee stock options outstanding 768,120 782,548

Less: Deferred employee compensation outstanding (304,142) (393,570)

Closing Balance 463,978 388,978

Schedule 3

Reserves and surplus

Securities premium account

Opening Balance 301,090,274 276,084,115

Add: Additions during the year/ period (refer note no. 14 in schedule 25) 70,948 25,006,159

Closing Balance 301,161,222 301,090,274

Profi t and Loss Account 18,088,381 7,577,322

319,249,603 308,667,596

Schedule 4

Secured loans

Finance lease liabilities (refer note no. 8 in schedule 25) 140,325 222,402

Long term loans (refer note no. 18 in schedule 25)   

   - from fi nancial institutions 5,092,111  -   

   - from banks 28,774,695  -   

34,007,131 222,402

Schedule 5

Unsecured loans

Long term loans

   - from fi nancial institutions  - 7,648,500

   - from banks  - 35,693,000

 - 43,341,500

(All amounts are in thousand Indian Rupees, unless otherwise stated) 
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As at 
 March 31, 2010

 As at  
 March 31, 2009 

(All amounts are in thousand Indian Rupees, unless otherwise stated) 

Schedules to the Consolidated Financial Statements Continued

Schedule 6

Deferred tax asset / liabilities (net)

Effect of differences in block of fi xed assets/exploration and development 

assets as per tax books and fi nancial books
5,005,074 6,178,716

Gross deferred tax liabilities 5,005,074 6,178,716

Effect of lease accounting 7,877 8,972

Expenditure debited to profi t and loss account but allowed for tax purposes in following years 543,994 629,897

Gross deferred tax assets 551,871 638,869

Net deferred tax liabilities * 4,453,203 5,539,847

* After setting off net deferred tax assets aggregating to INR 166,215 thousand, previous period  INR 83,935 

thousand in respect of certain group companies

Notes  

i) Furniture and fi ttings includes Leasehold improvements of INR 282,259 thousand (previous period INR 278,895 thousand), accumulated depreciation   

 thereon INR 168,063 thousand (previous period INR 110,482 thousand).       

ii) Furniture and fi ttings and Offi ce equipments of INR 281,634 thousand (previous period INR 278,271 thousand) and INR 100,733 thousand (previous period   

 INR 210,192 thousand) respectively have been acquired under fi nance lease. The depreciation charge for the year/ period on these assets is INR 57,556   

 thousand (previous period INR 60,569 thousand) and INR 27,197 thousand (previous period INR 61,040 thousand) respectively and the accumulated depre-

  ciation thereon is INR 167,910 thousand (previous period INR 110,355 thousand) and INR 43,514 thousand (previous period INR 139,781 thousand) respectively.  

iii) Depreciation charge for the year/period includes INR 295,211 thousand (previous period INR 251,640 thousand) allocated to joint ventures.   

iv) Fixed assets include INR 996,883 thousand (previous period INR 169,471 thousand) jointly owned with the joint venture partners. Accumulated depreciation on   

 these assets is INR 131,109 thousand (previous period INR 78,560 thousand) and net book value is INR 865,773 thousand (previous period INR 90,911 thousand).

Schedule 7

Fixed Assets

Description Gross Block Accumulated Depreciation / Amortisation Net Block 

As on 

01.04.2009 
Additions Deletions

As on 

31.03.2010 

As on 

01.04.2009

For the 

year/period 
Deletions

As on 

31.03.2010 

As on 

31.03.2010 

As on 

31.03.2009 

A) Tangible Assets

 Freehold land  43,583  -    -    43,583  -    -    -    -    43,583  43,583 

 Buildings  5,247  5,042  -    10,289  2,333  782  -    3,115  7,174  2,914 

 Plant and machinery  -    777,549  -    777,549  -    21,845  -    21,845  755,704  -   

 Offi ce equipments  512,022  122,898  (165,296)  469,624  344,439  112,124  (165,165)  291,398  178,226  167,583 

 Furniture and fi ttings  299,870  13,080  (1,454)  311,496  126,760  61,319  (1,454)  186,625  124,871  173,110 

 Vehicles  10,983  582  -    11,565  2,660  2,608  -    5,268  6,297  8,323 

B) Intangible Assets

Computer software  562,981  121,447  (80,956)  603,472  325,651  205,121  (80,956)  449,816  153,656  237,330 

Grand Total  1,434,686  1,040,598  (247,706)  2,227,578  801,843  403,799  (247,575)  958,067  1,269,511  632,843 

Previous period  1,092,632  462,608  (120,554)  1,434,686  606,126  314,233  (118,516)  801,843  632,843  486,506 

F-312



105

Schedule 9

Investments

Long term investments (at cost)   

Quoted and non-trade

Nil (previous period 755,275) equity shares of INR 10/- each fully paid up 

in Videocon Industries Limited
 -    105,334 

Current Investments (at lower of cost and market value)

Quoted and non-trade

755,275 (previous period Nil) equity shares of INR 10/- each fully paid up 

in Videocon Industries Limited
 105,334  -   

Unquoted and non trade

Mutual Funds  17,018,799  1,607,472 

 17,124,133  1,712,806 

Schedule 10

Inventories

Stores and spares  2,456,383  1,595,774 

Finished goods  453,055  87,034 

 2,909,438  1,682,808 

Schedule 11

Sundry Debtors

Debts - Unsecured and outstanding for a period exceeding six months :

 - Considered good  78,687  94,261 

Other unsecured debts :

 - Considered good  2,988,787  1,422,157 

 3,067,474  1,516,418 

Schedules to the Consolidated Financial Statements Continued

Schedule 8

Exploration, Development and Site restoration costs

Opening balance of producing properties  3,013,742  4,389,517 

Additions / deletions / transfer for the year / period  3,357,505  1,259,656 

 6,371,247  5,649,173 

Less: Depletion  1,376,477  2,635,431 

Net producing properties  4,994,770  3,013,742 

Opening balance of exploratory & development work in progress  62,027,323  24,670,264 

Additions / deletions / transfer for the year / period  31,692,602  39,040,910 

Less: Unsuccessful exploration costs  for the year/ period  2,085,346  1,683,851 

Exploration and Development work in progress  91,634,579  62,027,323 

Net book value 96,629,349 65,041,065

Note Additions for the year includes borrowing costs (net of income on temporary investments INR 125,203 thousand, previous period INR 241,350 thousand) 

aggregating to INR 2,442,547 thousand (previous period INR 1,620,043 thousand).

 As at  
 March 31, 2010 

 As at  
 March 31, 2009 

(All amounts are in thousand Indian Rupees, unless otherwise stated) 
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Schedule 12

Cash and bank balances

Cash in hand 452  626 

Balances with banks:

- on current accounts 390,057 228,024

 - on deposit accounts (including deposits with maturity of more than 3 months)* 8,760,028 65,042,024

- on site restoration fund 143,703  -   

9,294,240 65,270,674

* includes INR 1,955,866 thousand, previous period INR 3,312,342 thousand, pledged with the banks  

Schedule 13

Other Current Assets

Interest accrued on bank deposits 23,285 660,639

Dividend receivable 7,553  -   

Outstanding option contracts  113,748  43,605 

144,586 704,244

Schedule 14

Loans and advances

Unsecured and considered good, unless otherwise stated:

Advances recoverable in cash or in kind or for value to be received*  10,463,960  5,789,515 

Deposits  197,740  169,469 

Advance tax and tax deducted at source, net of tax provisions INR 3,697,411 thousand 

(previous period INR 1,921,505 thousand)
 365,392  599,367 

MAT credit entitlement  950,733  -   

Fringe benefi t tax paid (net of provisions INR 394,040 thousand, previous period INR 

266,883 thousand)
 4,329  13,290 

 11,982,154  6,571,641 

Less: Provision for doubtful advances  (3,664,288)  (3,066,539)

 8,317,866  3,505,102 

*includes doubtful balances INR 3,664,288 thousand (previous period INR 3,066,539 thousand) and also capital advances INR 549,799 thousand 

(previous period INR 835,486 thousand)  

Schedule 15

Current liabilities

Amount payable to Cairn Energy Plc., the ultimate holding company  1,773  1,296,164 

Sundry creditors  8,652,475  8,647,926 

Lease equalisation liability  12,250  9,279 

Interest accrued but not due  7,838  94,471 

Other liabilities  1,194,309  1,746,513 

 9,868,645  11,794,353 

Schedules to the Consolidated Financial Statements Continued

 As at  
 March 31, 2010 

 As at  
 March 31, 2009 

(All amounts are in thousand Indian Rupees, unless otherwise stated) 
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Schedule 16

Provisions

Provision for taxation (net of advance tax  -  INR 576,716 thousand, previous period INR 356,794 

thousand)
 52,031  250,643 

Provision for fringe benefi t tax  (net of advance tax payments INR Nil, previous 

period - INR 127,956 thousand)
 -    105,235 

Site restoration provision *  4,466,429  3,886,882 

Provision for Government share of profi t petroleum **  -    11,444 

Provision for leave encashment  22,840  16,305 

Provision for gratuity  64,879  39,571 

Provision for employee stock options (cash settled)  ***  330,792  27,201 

4,936,971 4,337,281

* Site restoration provision

Opening balance  3,886,882  2,714,913 

Additions for the year /period  579,547  1,388,000 

Reversed during the year /period  -    (216,031)

Closing balance  4,466,429  3,886,882 

** Provision for Government share of profi t petroleum

Opening Balance  11,444  362,382 

Additions for the year /period  -    26,453 

Written back during the year /period  (11,444)  -   

Payments during the year /period  -    (377,391)

Closing Balance  -    11,444 

*** Provision for employee stock options (cash settled)

Opening Balance  27,201  -   

Additions for the year /period  451,596  27,201 

Payments during the year /period  (144,762)  -   

Reversed during the year /period  (3,243)  -   

Closing Balance  330,792  27,201 

Schedule 17
Year Ended 

March 31, 2010
Fifteen Months 

ended March 31, 2009

Income from operations

Revenue from sale of oil, gas and condensate 22,018,998 24,476,702 

Less: Government share of Profi t Petroleum  (6,396,752)  (10,829,219)

15,622,246 13,647,483 

Tolling income 41,406 50,391 

Income received as operator from joint venture 566,609 628,842 

16,230,261 14,326,716

Schedule 18

Other income

Interest on bank deposits 1,375,578 1,858,924 

Profi t on sale of non trade current investments (net) 2,385 1,245,686 

Dividend income from non trade current investments 222,195 216,589 

Schedules to the Consolidated Financial Statements Continued

 As at  
 March 31, 2010 

 As at  
 March 31, 2009 
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Dividend income from non trade long term investments 2,266 5,287 

Exchange fl uctuation (net)* 2,325,709 1,884,830 

Miscellaneous income 4,810  -   

Profi t on sale of fi xed assets (net) 313  -   

Balances written back (net) 143,360 143,285 

Exceptional gain (refer note no. 24 in schedule 25)  -   155,723 

4,076,616 5,510,324

* Includes net gain on derivative contracts INR 450,547 thousand (previous period after setting off loss of INR 434,328 thousand).  

Schedule 19

Operating expenses

Production expenses  1,130,815  821,016 

Arbitration costs  71,431  7,582 

Transportation expenses  1,198,660  123,912 

Data acquisition and analysis  328,887  66,266 

Insurance  52,164  56,677 

Royalty  241,351  393,787 

Cess  1,148,496  546,365 

Production bonus  76,448  114,138 

 4,248,252  2,129,743 

Schedule 20

 Staff costs

Salaries, wages and bonus  3,763,973  3,359,347 

Employee compensation expense (stock options)  537,529  454,546 

Contribution to provident fund  177,970  97,356 

Contribution to superannuation fund  68,753  53,226 

Compensated absences  7,895  29,916 

Gratuity expenses  53,570  40,888 

Staff welfare expenses  325,567  329,288 

 4,935,257  4,364,567 

Less: Cost allocated to joint ventures  (3,833,622)  (3,214,557)

 1,101,635  1,150,010 

Schedule 21

Administrative expenses

Contract employee charges  439,319  1,295,828 

Legal and professional expenses  1,345,401  1,489,900 

Share issue expenses  -    208,410 

Repairs and maintenance  275,984  260,933 

Rent  305,214  455,648 

Travelling and conveyance expenses  357,480  511,320 

Communication expenses  158,900  150,906 

Insurance  860  3,127 

Inauguration expenses  93,149  -   

Loss on sale / discard of fi xed assets (net)  -    1,835 

Miscellaneous expenses  334,943  357,706 

 3,311,250  4,735,613 

Less: Cost allocated to joint ventures  (1,938,753)  (3,008,544)

 1,372,497  1,727,069 

Schedules to the Consolidated Financial Statements Continued
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Schedule 22

(Increase) / Decrease in inventories

Inventories at the beginning of the year/ period

Finished goods  87,034  309,376 

Inventories at the end of the year/period

Finished goods  453,055  87,034 

 (366,021)  222,342 

Schedule 23

Finance costs

Interest 

-on term loan  17,807  -   

-others  11,681  38,581 

-fi nance lease charges  30,030  40,855 

Loan facility and management fees  103,834  -   

Bank charges  12,153  20,734 

 175,505  100,170 

Less: Cost allocated to joint ventures  (27,474)  (36,080)

 148,031  64,090 

Schedule 24

Earnings Per Share

Profi t for the year/period as per profi t and loss account  10,511,059  8,034,506 

Weighted average number of equity shares in calculating basic earnings per share  1,896,696,475  1,866,146,993 

Add: Number of equity shares arising on grant of stock options  8,321,392  10,052,076 

Weighted average number of equity shares in calculating diluted earnings per share  1,905,017,867  1,876,199,069 

Earnings per share in INR 

Basic  5.54  4.31 

Diluted  5.52  4.28 

Year Ended 
March 31, 2010

Fifteen Months 
ended March 31, 2009

(All amounts are in thousand Indian Rupees, unless otherwise stated) 

Schedules to the Consolidated Financial Statements Continued
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(All amounts are in INR thousand unless, otherwise stated)

NATURE OF OPERATIONS1. 

Cairn India Limited (‘the Company’) was incorporated in India on August 21, 2006 and is a subsidiary of Cairn UK Holdings Limited, which in turn is a 

wholly owned subsidiary of Cairn Energy Plc., UK which is listed on London Stock Exchange.

The Company is primarily engaged in the business of surveying, prospecting, drilling, exploring, acquiring, developing, producing, maintaining, 

refi ning, storing, trading, supplying, transporting, marketing, distributing, importing, exporting and generally dealing in minerals, oils, petroleum, 

gas and related by-products and other activities incidental to the above. As part of its business activities, the Company also holds interests in its 

subsidiary companies which have been granted rights to explore and develop oil exploration blocks in the Indian sub-continent.

The Company along with its subsidiaries is hereinafter collectively referred to as ‘Cairn India Group’. The entities under the Cairn India Group 

are participants in various Oil and Gas blocks/fi elds (which are in the nature of jointly controlled assets), granted by the Government of India/Sri 

Lanka through Production Sharing Contract (‘PSC’)/Production Resources Agreement (‘PRA’) entered into between these entities and Government 

of India/Sri Lanka and other venture partners.

COMPONENTS OF THE CAIRN INDIA GROUP2. 

The Consolidated Financial Statements represent consolidation of accounts of the Company and its subsidiaries as detailed below:

Schedules to the Consolidated Financial Statements Continued
SCHEDULE 25–NOTES TO ACCOUNTS

S. No. Name of the Subsidiaries Country of Incorporation

1 Cairn Energy Australia Pty Limited Australia

2 Cairn Energy India Pty Limited Australia

3 CEH Australia Pty Limited Australia

4 Cairn Energy Asia Pty Limited Australia

5 Sydney Oil Company Pty Limited Australia

6 Cairn Energy Investments Australia Pty Limited Australia

7 Wessington Investments Pty Limited Australia

8 CEH Australia Limited British Virgin Islands

9 Cairn India Holdings Limited (‘CIHL’) Jersey

10 CIG Mauritius Holding Private Limited (‘CMHPL’) Mauritius

11 CIG Mauritius Private Limited Mauritius

12 Cairn Energy Holdings Limited United Kingdom

13 Cairn Energy Discovery Limited United Kingdom

14 Cairn Exploration (No. 2) Limited United Kingdom

15 Cairn Exploration (No. 6) Limited United Kingdom

16 Cairn Energy Hydrocarbons Limited United Kingdom

17 Cairn Petroleum India Limited United Kingdom

18 Cairn Energy Gujarat Block 1 Limited United Kingdom

19 Cairn Exploration (No. 4) Limited United Kingdom

20 Cairn Exploration (No. 7) Limited United Kingdom

21 Cairn Energy Development Pte Limited Singapore

22 Cairn Lanka (Pvt) Limited Sri Lanka

23 Cairn Energy Group Holdings BV Netherlands

24 Cairn Energy India West BV Netherlands

25 Cairn Energy India West Holding BV Netherlands

26 Cairn Energy Gujarat Holding BV Netherlands

27 Cairn Energy India Holdings BV Netherlands

28 Cairn Energy Netherlands Holdings BV Netherlands

29 Cairn Energy Gujarat BV Netherlands

30 Cairn Energy Cambay BV Netherlands

31 Cairn Energy Cambay Holding BV Netherlands
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CIHL and CMHPL are wholly owned subsidiaries of the Company. All other abovementioned companies are direct or indirect wholly owned 

subsidiaries of either CIHL or CMHPL.

Cairn India Group has interest in the following Oil & Gas blocks/fi elds:

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES3. 

Basis of preparation(A) 

The fi nancial statements have been prepared to comply in all material respects with the mandatory Accounting Standards notifi ed under the 

Companies (Accounting Standard) Rules, 2006 under the historical cost convention and on an accrual basis. The accounting policies, in all material 

respects, have been consistently applied by Cairn India Group and are consistent with those used in the previous period.

Principles of consolidation:

The consolidated fi nancial statements relate to the Cairn India Group. In the preparation of these consolidated fi nancial statements, investments 

in subsidiaries have been accounted for in accordance with the provisions of Accounting Standard-21 (Consolidated Financial Statements). The 

fi nancial statements of the subsidiaries have been drawn up to the same reporting date as of Cairn India Limited. The Consolidated Financial 

Statements are prepared on the following basis:

The fi nancial statements of the Company and its subsidiary companies are consolidated on a line-by-line basis by adding together the 1 

book values of the like items of assets, liabilities, income and expenses after eliminating all signifi cant intra-group balances and intra-group 

transactions and also unrealised profi ts or losses in accordance with Accounting Standard-21 (Consolidated Financial Statements).

The Consolidated Financial Statements are prepared using uniform accounting policies for like transactions and other events in similar 2 

circumstances and are presented, to the extent possible, in the same manner as the Company’s separate fi nancial statements. The fi nancial 

statements of the subsidiaries are adjusted for the accounting principles and policies followed by the Company.

The difference between the cost to the Company of its investment in subsidiaries and its proportionate share in the equity of the investee 3 

company at the time of acquisition of shares in the subsidiaries is recognized in the fi nancial statements as Goodwill or Capital Reserve, as 

the case may be. Goodwill is tested for impairment by the management on each reporting date.

Oil and gas assets(B) 

Cairn India Group follows the successful efforts method of accounting for oil and gas assets as set out by the Guidance Note issued by the Institute 

of Chartered Accountants of India (ICAI) on “Accounting for Oil and Gas Producing Activities”.

Expenditure incurred on the acquisition of a license interest is initially capitalised on a license by license basis. Costs are held, undepleted, 

within exploratory & development work in progress until the exploration phase relating to the license area is complete or commercial oil and gas 

reserves have been discovered. 

Exploration expenditure incurred in the process of determining exploration targets which cannot be directly related to individual exploration 

wells is expensed in the period in which it is incurred. 

Schedules to the Consolidated Financial Statements Continued
SCHEDULE 25–NOTES TO ACCOUNTS

Oil & Gas blocks/fi elds Area Participating Interest

Operated block

Ravva block Krishna Godavari 22.50%

CB-OS/2 – Exploration Cambay Offshore 60%

CB-OS/2 - Development & production Cambay Offshore 40%

RJ-ON-90/1 –  Exploration Rajasthan Onshore 100%

RJ-ON-90/1 –  Development & production Rajasthan Onshore 70%

PR-OSN-2004 Palar Basin offshore 35%

SL 2007-01-001 North West Sri Lanka offshore 100%

KG-ONN-2003/1 Krishna Godavari Onshore 49%

Following blocks have been relinquished

GV-ONN-2002/1 in July 2009 Ganga Valley Onshore 50%

VN-ONN-2003/1 in Aug 2009 Vindhyan Onshore 49%

GV-ONN-2003/1 in Feb 2010 Ganga Valley Onshore 24%

Non – operated block

KG-DWN-98/2 Krishna Godavari Deep water 10%

GS-OSN-2003/1 Gujarat Saurashtra Onshore 49%

KK-DWN-2004 Kerala Konkan Basin offshore 40%

Following blocks have been relinquished

GV-ONN-97/1 in 2008 Ganga Valley Onshore 15%

CB-ONN-2002/1 in Jan 2009 Cambay Onshore 30%

RJ-ONN-2003/1 in Jan 2010 Rajasthan Onshore 30%

(All amounts are in INR thousand unless, otherwise stated)
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Exploration/appraisal drilling costs are initially capitalised within exploratory and development work in progress on a well by well basis until the 

success or otherwise of the well has been established. The success or failure of each exploration/appraisal effort is judged on a well by well basis. 

Drilling costs are written off on completion of a well unless the results indicate that oil and gas reserves exist and there is a reasonable prospect that 

these reserves are commercial.  

Where results of exploration drilling indicate the presence of oil and gas reserves which are ultimately not considered commercially 

viable, all related costs are written off to the profi t and loss account.  Following appraisal of successful exploration wells, when a well is ready for 

commencement of commercial production, the related exploratory and development work in progress are transferred into a single fi eld cost centre 

within producing properties, after testing for impairment. 

Where costs are incurred after technical feasibility and commercial viability of producing oil and gas is demonstrated and it has been 

determined that the wells are ready for commencement of commercial production, they are capitalised within producing properties for each cost 

centre. Subsequent expenditure is capitalised when it enhances the economic benefi ts of the producing properties or replaces part of the existing 

producing properties. Any costs remaining associated with such part replaced are expensed in the fi nancial statements.

Net proceeds from any disposal of an exploration asset within exploratory and development work in progress are initially credited against 

the previously capitalised costs and any surplus proceeds are credited to the profi t and loss account. Net proceeds from any disposal of producing 

properties are credited against the previously capitalised cost and any gain or loss on disposal of producing properties is recognised in the profi t and 

loss account, to the extent that the net proceeds exceed or are less than the appropriate portion of the net capitalised costs of the asset.

Depletion(C) 

The expenditure on producing properties is depleted within each cost centre

Depletion is charged on a unit of production basis, based on proved reserves for acquisition costs and proved and developed reserves for 

other costs.

Site restoration costs(D) 

At the end of the producing life of a fi eld, costs are incurred in restoring the site of production facilities. Cairn India Group recognizes the full cost of 

site restoration as a liability when the obligation to rectify environmental damage arises.  The site restoration expenses form part of the exploration & 

development work in progress or cost of producing properties, as the case may be, of the related asset.  The amortization of the asset, calculated on 

a unit of production basis based on proved and developed reserves, is included in the depletion cost in the profi t and loss account.

Impairment(E) 

The carrying amounts of assets are reviewed at each balance sheet date if there is any indication of impairment based on internal/external 1 

factors.  An impairment loss is recognized where the carrying amount of an asset exceeds its recoverable amount.  The recoverable amount 

is the greater of the asset’s net selling price and value in use.  In assessing value in use, the estimated future cash fl ows are discounted to 

their present value at the weighted average cost of capital. 

After impairment, depreciation/depletion is provided in subsequent periods on the revised carrying amount of the asset over its remaining 2 

useful life.

Tangible fi xed assets, depreciation and amortization(F) 

Tangible assets are stated at cost less accumulated depreciation and impairment losses, if any. Cost comprises the purchase price and any 

attributable cost of bringing the asset to its working condition for its intended use. Borrowing costs relating to acquisition of fi xed assets which take a 

substantial period of time to get ready for its intended use are also included to the extent they relate to the period till such assets are ready to be put 

to use. 

Depreciation is provided using the Straight Line Method as per the useful lives of the assets estimated by the management, or at the rates 

prescribed under Schedule XIV of the Companies Act 1956, whichever is higher. The expected useful economic lives are as follows:

Vehicles    2 to 5 years

Freehold buildings   10 years

Computers    2 to 5 years

Furniture and fi xtures    2 to 5 years

Offi ce equipments   2 to 5 years

Plant and Equipment   2 to 10 years

Leasehold land    Lease period

Leasehold improvements are amortized over the remaining period of the primary lease or expected useful economic lives, whichever is shorter.

Intangible fi xed assets and amortization(G) 

Intangible assets, other than oil and gas assets, have fi nite useful lives and are measured at cost and amortized over their expected useful economic 

lives as follows:

Computer software   2 to 4 years

Goodwill arising on acquisition is capitalized and is tested for impairment.

Leases(H) 

Finance leases, which effectively transfer substantially all the risks and benefi ts incidental to ownership of the leased item, are capitalised at the lower 

of the fair value and present value of the minimum lease payments at the inception of the lease term and disclosed as leased assets. Lease payments 
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are apportioned between the fi nance charges and reduction of the lease liability based on the implicit rate of return. Finance charges are charged 

directly against income. Lease management fees, legal charges and other initial direct costs are capitalised.

If there is no reasonable certainty that Cairn India Group will obtain the ownership by the end of the lease term, capitalised leased assets are 

depreciated over the shorter of the estimated useful life of the asset or the lease term.

Leases where the lessor effectively retains substantially all the risks and benefi ts of ownership of the leased item, are classifi ed as operating 

leases. Operating lease payments are recognised as an expense in the profi t and loss account on a straight-line basis over the lease term.

Investments(I) 

Investments that are readily realisable and intended to be held for not more than a year are classifi ed as current investments. All other investments 

are classifi ed as long-term investments. Current investments are measured at cost or market value, whichever is lower, determined on an individual 

investment basis. Long term investments are measured at cost.  However, provision for diminution in value is made to recognise a decline other than 

temporary in the value of the investments.

Inventory(J) 

Inventories of oil and condensate held at the balance sheet date are valued at net realizable value based on the estimated selling price. Inventories 

of stores and spares related to exploration, development and production activities are stated at cost, determined on fi rst in fi rst out (FIFO) basis. 

However, inventories of stores and spares, which are not likely to be consumed, are written down to their net realizable value.

Joint Ventures(K) 

Cairn India Group participates in several Joint Ventures involving joint control of assets for carrying out oil and gas exploration, development and 

producing activities.   Cairn India Group accounts for its share of the assets and liabilities of Joint Ventures along with attributable income and 

expenses in such Joint Ventures, in which it holds a participating interest. Joint venture cash and cash equivalent balances are considered by the 

Cairn India Group to be the amounts contributed in excess of the Cairn India Group’s obligations to the joint ventures and are, therefore, disclosed 

within Loans and Advances.

Revenue recognition(L) 

Revenue is recognized to the extent that it is probable that the economic benefi ts will fl ow to the Cairn India Group and the revenue can be 

reliably measured.

Revenue from operating activities

From sale of oil, gas and condensate

Revenue represents the Cairn India Group’s share of oil, gas and condensate production, recognised on a direct entitlement basis, when signifi cant 

risks and rewards of ownership are transferred to the buyers.

As operator from the joint venture

Cairn India Group recognizes parent company overhead as revenue from joint ventures based on the provisions of respective PSCs. 

Tolling income

Tolling income represents Cairn India Group’s share of revenues from Pilotage and Oil Transfer Services from the respective joint ventures, which is 

recognized based on the rates agreed with the customers, as and when the services are rendered.

Interest income

Interest income is recognised on a time proportion basis.

Dividend  income

Revenue is recognized when the shareholders’ right to receive payment is established by the balance sheet date. Dividend from subsidiaries is 

recognized even if same are declared after the balance sheet date but pertains to the period on or before the date of balance sheet as per the 

requirement of schedule VI of the Companies Act, 1956.

Borrowing costs(M) 

Borrowing costs include interest and commitment charges on borrowings, amortisation of costs incurred in connection with the arrangement of 

borrowings, exchange differences to the extent they are considered a substitute to the interest cost and fi nance charges under leases. Costs 

incurred on borrowings directly attributable to development projects, which take a substantial period of time to complete, are capitalised within the 

development/producing asset for each cost-centre

All other borrowing costs are recognised in the profi t and loss account in the period in which they are incurred.

Foreign currency transactions and translations(N) 

Cairn India Group translates foreign currency transactions into Indian Rupees at the rate of exchange prevailing at the transaction date.  Monetary 

assets and liabilities denominated in foreign currency are translated into Indian Rupees at the rate of exchange prevailing at the Balance Sheet date.  

Non-monetary items which are carried in terms of historical cost denominated in a foreign currency are reported using the exchange rate at the date 

of the transaction.

Exchange differences arising on the settlement of monetary items or on reporting Cairn India Group’s monetary items at rates different from 

those at which they were initially recorded during the year, or reported in previous fi nancial statements, are recognised as income or as expenses in 

the period in which they arise except those arising from investments in non-integral operations. 

All transactions of integral foreign operations are translated as if the transactions of those foreign operations were the transactions of the 

group itself. In translating the fi nancial statements of a non-integral foreign operation for incorporating in the consolidated fi nancial statements, Cairn 
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India Group translates the assets and liabilities at the rate of exchange prevailing at the balance sheet date.  Income and expenses of non-integral 

operations are translated using rates at the date of transactions.  Resulting exchange differences are disclosed under the foreign currency translation 

reserve until the disposal of the net investment in non-integral operations.

Income taxes(O) 

Tax expense comprises of current and deferred tax.  Current income tax is measured at the amount expected to be paid to the tax authorities in 

accordance with the income tax laws. Deferred income tax refl ects the impact of current period timing differences between taxable income and 

accounting income for the period and reversal of timing differences of earlier period.

Deferred tax assets and liabilities are measured, based on tax rates and laws enacted or substantively enacted at the balance sheet date.  

Deferred tax assets and deferred tax liabilities across various subsidiaries or countries of operation are not set off against each other as Cairn India 

Group does not have a legal right to do so.  Current and deferred tax assets and liabilities are only offset where they arise within the same entity and 

tax jurisdiction.

Deferred tax assets are recognised only to the extent that there is reasonable certainty that suffi cient future taxable income will be available 

against which such deferred tax assets can be realised. If Cairn India Group has carry forward of unabsorbed depreciation and tax losses, deferred 

tax assets are recognised only if there is virtual certainty, supported by convincing evidence, that such deferred tax assets can be realised against 

future taxable profi ts.  Unrecognised deferred tax assets of earlier periods are re-assessed and recognised to the extent that it has become 

reasonably certain or virtually certain, as the case may be, that future taxable income will be available against which such deferred tax assets can be 

realised.

The carrying amount of deferred tax assets are reviewed at each balance sheet date. The Company writes-down the carrying amount of a 

deferred tax asset to the extent that it is no longer reasonably certain or virtually certain, as the case may be, that suffi cient future taxable income will 

be available against which deferred tax asset can be realised. Any such write-down is reversed to the extent that it becomes reasonably certain or 

virtually certain, as the case may be, that suffi cient future taxable income will be available.

Minimum Alternative Tax (MAT) credit is recognised as an asset only when and to the extent there is convincing evidence that the company 

will pay income tax under the normal provisions during the specifi ed period, resulting in utilization of MAT credit. In the year in which the MAT credit 

becomes eligible to be recognized as an asset in accordance with the recommendations contained in Guidance Note issued by the Institute of 

Chartered Accountants of India, the said asset is created by way of a credit to the profi t and loss account and shown as MAT Credit Entitlement. 

Cairn India Group reviews the same at each balance sheet date and writes down the carrying amount of MAT Credit Entitlement to the extent there is 

no longer convincing evidence to the effect that the individual company will utilize MAT credit during the specifi ed period.

Earnings Per Share(P) 

Basic earnings per share are calculated by dividing the net profi t or loss for the year attributable to equity shareholders by the weighted average 

number of equity shares outstanding during the period. The weighted average number of equity shares outstanding during the period is adjusted for 

events of bonus issue, bonus element in a rights issue to existing shareholders, share split and reverse share split (consolidation of shares).

For the purpose of calculating diluted earnings per share, the net profi t or loss for the period attributable to equity shareholders and the 

weighted average number of shares outstanding during the period are adjusted for the effects of all dilutive potential equity shares, if any.

Provisions(Q) 

A provision is recognised when Cairn India Group has a present obligation as a result of past event and it is probable that an outfl ow of resources 

will be required to settle the obligation, in respect of which a reliable estimate can be made. Provisions are not discounted to its present value and 

are determined based on best estimate required to settle the obligation at the balance sheet date. These are reviewed at each balance sheet date 

and adjusted to refl ect the current best estimates.

Cash and Cash equivalents(R) 

Cash and cash equivalents in the cash fl ow statement comprise cash at bank and in hand and short-term investments, with an original maturity of 90 

days or less.

Employee Benefi ts(S) 

Retirement and Gratuity benefi ts

Retirement benefi ts in the form of provident fund and superannuation scheme are defi ned contribution schemes and the contributions are charged to 

the profi t and loss account of the period when the contributions to the respective funds are due. There are no obligations other than the contribution 

payable to the respective funds.

Gratuity liability is a defi ned benefi t obligation and is provided for on the basis of an actuarial valuation on projected unit credit method made 

at the end of each fi nancial year. The scheme is maintained and administered by an insurer to which the trustees make periodic contributions.

Short term compensated absences are provided for based on estimates. Long term compensated absences are provided for based on 

actuarial valuation made at the end of each fi nancial year. The actuarial valuation is done as per projected unit credit method.

Actuarial gains / losses are immediately taken to profi t and loss account and are not deferred.

Employee Stock Compensation Cost

Measurement and disclosure of the employee share-based payment plans is done in accordance with SEBI (Employee Stock Option Scheme and 

Employee Stock Purchase Scheme) Guidelines, 1999 and the Guidance Note on Accounting for Employee Share-based Payments, issued by the 

ICAI. Cairn India Group measures compensation cost relating to employee stock options using the intrinsic value method. Compensation expense is 

amortized over the vesting period of the option on a straight line basis. The cost of awards to employees under the Company’s ultimate parent entity’s 
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Long Term Incentive Plans (“the LTIP”) is recognised based on the amount cross charged by the parent entity.

Use of estimates(T) 

The preparation of fi nancial statements in conformity with generally accepted accounting principles requires management to make estimates and 

assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent liabilities at the date of the fi nancial statements 

and the results of operations during the reporting period. Although these estimates are based upon management’s best knowledge of current events 

and actions, actual results could differ from these estimates.

Segment Reporting Policies(U) 

Identifi cation of segments:

Cairn India Group’s operating businesses are organized and managed separately according to the nature of products and services provided, 

with each segment representing a strategic business unit that offers different products and serves different markets. The analysis of geographical 

segments is based on the areas in which major operating divisions of Cairn India Group operate.

Derivative Instruments(V) 

As per the ICAI Announcement, accounting for derivative contracts, other than those covered under AS-11, is done on marked to market on a 

portfolio basis, and the net loss is charged to the income statement.  Net gains are ignored. 

SEGMENTAL REPORTING4. 

Business segments

The primary reporting of Cairn India Group has been prepared on the basis of business segments. Cairn India Group has only one business 

segment, which is the exploration, development and production of oil and gas and operates in a single business segment based on the nature of the 

products, the risks and returns, the organisation structure and the internal fi nancial reporting systems. Accordingly, the fi gures appearing in these 

fi nancial statements relate to the Cairn India Group’s single business segment.

Geographical segments

Secondary segmental reporting is prepared on the basis of the geographical location of customers. The operating interests of the Cairn India 

Group are confi ned to the Indian sub-continent in terms of oil and gas blocks and customers. Accordingly, the fi gures appearing in these fi nancial 

statements relate to Cairn India Group’s single geographical segment, being operations in the Indian sub-continent.

RELATED PARTY TRANSACTIONS5. 

Names of related parties:(A) 

Companies having control

• Cairn UK Holdings Limited, UK 

 Holding Company

• Cairn Energy Plc., UK

 Ultimate holding company 

Key Management Personnel

• Rahul Dhir 

 Managing Director and  Chief Executive Offi cer 

• Winston Frederick Bott Jr. 

 Executive Director and Chief Operating Offi cer

 (appointed on 29th April, 2008)

• Indrajit Banerjee

 Executive Director and Chief Finacial Offi cer

• Philip Tracy

 Alternate Director (from 18th March,  2009 till 26th May, 2009)

• Lawrence Smyth 

 Executive Director and Chief Operating Offi cer (resigned on 21st January, 2008)

Transactions during the year / period(B) 

Nature of the Transactions Related Party Current year Previous period

Reimbursement of expenses to parent company Cairn Energy Plc. 39,919 279,725

Waiver of outstanding balance by the 

parent company
Cairn Energy Plc. 1,083,654 Nil

Shares issued including premium and stock 

option charge

Rahul Dhir Nil 716,185

Lawrence Smyth Nil 126,758

Total Nil 842,943
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In addition to the above remuneration, incentives and bonus of INR 28,813 thousand (previous period INR 13,424 thousand), INR 69,151 thousand 

(previous period INR 86,598 thousand), INR 38,123 thousand (previous period INR 8,099 thousand) and INR Nil (previous period INR 14,141 

thousand) were paid to Rahul Dhir, Winston Frederick Bott Jr., Indrajit Banerjee and Lawrence Smyth respectively. Further, the remuneration does not 

include provisions made for gratuity and leave benefi ts, as they are determined on an actuarial basis for the Cairn India Group as a whole.

Balances outstanding as at the end of the year / period:(C) 

6. The shareholders of the Company in their meeting dated August 18, 2009 had revised the allocation of Initial Public Offer (IPO) proceeds within 

the existing heads under the prospectus. As at 31st March 2010, the Company and its subsidiaries together have utilized the entire IPO proceeds 

aggregating to INR 88,248,901 thousand in accordance with the revised approval received from the shareholders. The details of the revised 

approval and  utilization of funds is as follows:

 The details of the unutilized monies out of the public issue proceeds is as follows:

7. EMPLOYEES STOCK OPTION PLANS

 Cairn India Group has provided various share based payment schemes to its employees. During the period ended 31st March 2010, the following 

schemes were in operation:

Nature of the Balance Related Party 31st March 2010 31st March 2009

Accounts payable Cairn Energy Plc. 1,773 1,296,164

Particulars Upto, 31st March 2010 Upto, 31st March 2009

Acquisition of shares of Cairn India Holdings Limited from Cairn 

UK Holdings Limited
59,580,837 59,580,837

Exploration and Development expenses 26,838,445 21,152,714

General corporate purposes 230,000 230,000

Issue expenses 1,599,619 1,599,619

Total 88,248,901 82,563,170

Particulars 31st March 2010 31st March 2009

Mutual funds     Nil 718,277

Balances with banks Nil 4,967,454

Total Nil 5,685,731

Particulars CISMP CIPOP CIESOP CIPOP Phantom CIESOP Phantom

Date of Board Approval 17th Nov 2006 17th Nov 2006 17th Nov 2006 Not applicable Not applicable

Date of Shareholder’s approval 17th Nov 2006 17th Nov 2006 17th Nov 2006 Not applicable Not applicable

Number of options granted till 

March 2010
8,298,713 6,727,724 18,197,795 1,883,339 573,918

Method of Settlement Equity Equity Equity Cash Cash

Vesting Period
Refer vesting 

conditions below

3 years from 

grant date

3 years from 

grant date

3 years from 

grant date

3 years from 

grant date

Exercise Period
18 months from 

vesting date

3 months from 

vesting date

7 years from 

vesting date

Immediately 

upon vesting

Immediately 

upon vesting

Number of options granted till 31st March 2010

24th Nov 2006 8,298,713 - - - -

1st Jan 2007 - 1,708,195 3,467,702 - -

20th Sept 2007 - 3,235,194 5,515,053 - -

29th July 2008 - 789,567 3,773,856 822,867 324,548

Remuneration Rahul Dhir 106,814 112,036

Winston Frederick Bott Jr. 95,593 95,890

Indrajit Banerjee 14,633 18,024

Lawrence Smyth Nil 25,195

Philip Tracy 3,865 1,354

Total 220,905 252,499

Nature of the Transactions Related Party Current year Previous period
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 The Vesting conditions of the above plans are as under:

 CISMP Plan

(A) 6,714,233 options are to be vested in the following manner-

• 1/3rd of the options will vest on the day following the date on which the equity shares have been admitted to listing on the Stock   

Exchanges (‘admission date’). Listing date was 9th Jan 2007.

• 1/3rd of the options will vest 18 months after the admission date.

• 1/3rd of the options will vest on achieving 30 days’ consecutive production of over 150,000 bopd from the Rajasthan Block.

(B) 1,584,480 options are to be vested in the following manner-

• 1/2 of the options will vest on the day following the date on which the equity shares have been admitted to listing on the Stock    

Exchanges.

• 1/4th of the options will vest on the date on which all major equipment for the start-up of the Mangala fi eld is delivered to site.

• 1/4th of the options will vest on achieving 100,000 bopd from the Mangala Field.

CIPOP plan (including phantom options)

Options will vest (i.e., become exercisable) at the end of a “performance period” which will be set by the remuneration committee at the time of grant 

(although such period will not be less than three years). However, the percentage of an option which vests on this date will be determined by the 

extent to which pre-determined performance conditions have been satisfi ed. Phantom options are exercisable proportionate to the period of service 

rendered by the employee subject to completion of one year.

CIESOP plan (including phantom options)

There are no specifi c vesting conditions under CIESOP plan. Phantom options are exercisable proportionate to the period of service rendered by the 

employee subject to completion of one year.

Details of activities under employees stock option plans

CISMP Plan Current year Previous period

Number of  
options

Weighted average 
exercise Price in INR

Number of 
options

Weighted average 
exercise Price in INR

Outstanding at the beginning of the year 2,238,077 33.70 8,298,713 33.70

Granted during the year Nil NA Nil NA

Forfeited during the year Nil NA Nil NA

Exercised during the year Nil NA 5,268,396 33.70

Expired during the year Nil NA 792,240 33.70

Outstanding at the end of the year 2,238,077 33.70 2,238,077 33.70

Exercisable at the end of the year Nil NA Nil NA

Weighted average fair value of options granted 

on the date of grant (INR)
131.50 NA 131.50 NA

CIPOP Plan Current year Previous period

Number of  
options

Weighted average 
exercise Price in INR

Number of 
options

Weighted average 
exercise Price in INR

Outstanding at the beginning of the year 3,200,096 10.00 4,755,244 10.00

Granted during the year 994,768 10.00 789,567 10.00

Forfeited during the year Nil NA Nil NA

Exercised during the year 190,983 10.00 Nil NA

Expired during the year 1,377,051 10.00 2,344,715 10.00

Outstanding at the end of the year 2,626,830 10.00 3,200,096 10.00

Exercisable at the end of the year 168,382 10.00 Nil NA

Weighted average fair value of options granted 

on the date of grant (INR)
174.47 NA 165.46 NA

Particulars CISMP CIPOP CIESOP CIPOP Phantom CIESOP Phantom

10th Dec 2008 - - 36,040 - 38,008

29th July 2009 - 994,768 5,405,144 1,060,472 211,362

Total 8,298,713 6,727,724 18,197,795 1,883,339 573,918
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CIPOP Plan – Phantom options Current year Previous period

Number of  
options

Weighted average 
exercise Price in INR

Number of 
options

Weighted average 
exercise Price in INR

Outstanding at the beginning of the year 784,859 10.00 Nil NA

Granted during the year 1,977,426 10.00 822,867 10.00

Forfeited during the year Nil NA Nil NA

Exercised during the year 795,230 10.00 Nil NA

Expired during the year 238,414 10.00 38,008 10.00

Outstanding at the end of the year 1,728,641 10.00 784,859 10.00

Exercisable at the end of the year, subject to 

vesting conditions
812,543 10.00 Nil NA

Weighted average fair value of options granted 

on reporting date (INR)
296.39 NA 175.40 NA

CIESOP Plan – Phantom options Current year Previous period

Number of  
options

Weighted average 
exercise Price in INR

Number of 
options

Weighted average 
exercise Price in INR

Outstanding at the beginning of the year 362,556 218.19 Nil NA

Granted during the year 936,862 181.98 362,556 218.19

Forfeited during the year Nil NA Nil NA

Exercised during the year 392,977 178.22 Nil NA

Expired during the year 61,753 240.05 Nil NA

Outstanding at the end of the year 844,688 195.03 362,556 218.19

Exercisable at the end of the year, subject 

to vesting conditions
695,079 185.34 Nil NA

Weighted average fair value of options 

granted on reporting date (INR)
136.51 NA 48.13 NA

The details of exercise price for stock options outstanding as at March 31, 2010 are:

Scheme Range of exercise 
price (INR)

No. of options 
outstanding

Weighted average 
remaining contractual 

life of options (in years)

Weighted average 
exercise Price in INR

CISMP Plan 33.70 2,238,077 1.08 33.70

CIPOP Plan 10.00 2,626,830 1.36 10.00

CIESOP Plan 143-240 14,646,209 1.28 206.43

CIPOP Plan – Phantom options 10.00 1,728,641 1.71 10.00

CIESOP Plan – Phantom options 143-240 844,688 1.09 195.03

CIESOP Plan Current year Previous period

Number of  
options

Weighted average 
exercise Price in INR

Number of 
options

Weighted average 
exercise Price in INR

Outstanding at the beginning of the year 10,914,244 185.39 8,545,710 164.49

Granted during the year 5,405,144 240.05 3,809,896 226.21

Forfeited during the year Nil NA Nil NA

Exercised during the year 115,333 160.00 Nil NA

Expired during the year 1,557,846 179.09 1,441,362 169.33

Outstanding at the end of the year 14,646,209 206.43 10,914,244 185.39

Exercisable at the end of the year 1,981,770 160.00 Nil NA

Weighted average fair value of options granted 

on the date of grant (INR)
107.64 NA 101.47 NA
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Effect of Employees Stock Option Plans on Financial Position

Effect of the employee share-based payment plans on the profi t and loss account and on its fi nancial position: 

Inputs for Fair valuation of Employees Stock Option Plans 

The Share Options have been fair valued using an Option Pricing Model (Black Scholes Model). The main inputs to the model and the Fair Value of 

the options, based on an independent valuation, are as under: 

Particulars Current year Previous period

Total Employee Compensation Cost pertaining to share-based payment plans 

(including exceptional gain of INR 155,723 thousand in the previous period)
552,002 134,493

Compensation Cost pertaining to equity-settled employee share-based 

payment plan included above
103,649 107,292

Compensation Cost pertaining to cash-settled employee share-based 

payment plan included above
448,353 27,201

Liability for equity settled employee stock options outstanding as at year / 

period end
463,978 388,978

Liability for cash settled employee stock options outstanding as at year / 

period end (current year amount excludes INR 46,381 thousand payable 

towards options vested but not exercised) 

284,411 27,201

Deferred compensation cost of equity settled options 304,142 393,570

Deferred compensation cost of cash settled options 315,490 94,719

Variables -  CISMP A B

Grant date 24th Nov 2006 24th Nov 2006

Stock Price/fair value of the equity shares on the date of grant (INR) 160.00 160.00

Vesting date Refer vesting conditions Refer vesting conditions

Vesting % Refer vesting conditions Refer vesting conditions

Volatility (Weighted average) 44.08% 46.59%

Risk free rate (Weighted average) 7.05% 6.94%

Time to maturity in years (Weighted average) 2.45 2.00

Exercise price – INR 33.70 33.70

Fair Value of the options (Weighted average) - INR 131.69 130.69

Variables – CIESOP

Grant date 1st Jan 2007 20th Sept 2007 29th July 2008 10th Dec 2008 29th July 2009

Stock Price/fair value of the 

equity shares on the date of 

grant (INR)

160.00 166.95 228.55 150.10 234.75

Vesting date 1st Jan 2010 20th Sept 2010 29th July 2011 10th Dec 2011 29th July 2012

Vesting % 100% 100% 100% 100% 100%

Volatility 41.04% 40.24% 39.43% 38.19% 39.97%

Risk free rate 7.50% 7.65% 9.20% 6.94% 6.91%

Time to maturity (years) 6.50 6.50 6.50 6.50 6.50

Exercise price (INR) 160.00 166.95 227.00 143.00 240.05

Fair Value of the options (INR) 87.30 90.72 130.42 79.80 122.24

The details of exercise price for stock options outstanding as at March 31, 2009 are:

CISMP Plan 33.70 2,238,077 2.08 33.70

CIPOP Plan 10.00 3,200,096 1.51 10.00

CIESOP Plan 143-227 10,914,244 1.60 185.39

CIPOP Plan – Phantom options 10.00 784,859 2.33 10.00

CIESOP Plan – Phantom options 143-227 362,556 2.37 218.19
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Volatility is the measure of the amount by which the price has fl uctuated or is expected to fl uctuate during the period. The measure of volatility used in 

Black-Scholes option-pricing model is the annualized standard deviation of the continuously compounded rates of return on the stock over a period 

of time. Time to maturity /expected life of options is the period for which the Cairn India Group expects the options to be live. Time to maturity has 

been calculated as an average of the minimum and maximum life of the options.

Impact of Fair Valuation Method on net profi ts and EPS

In March 2005, the Institute of Chartered Accountants of India has issued a guidance note on “Accounting for Employees Share Based Payments” 

applicable to employee based share plan, the grant date in respect of which falls on or after April1, 2005.  The said guidance note requires the 

Proforma disclosures of the impact of the fair value method of accounting of employee stock compensation accounting in the fi nancial statements. 

Applying the fair value based method defi ned in the said guidance note, the impact on the reported net profi t and earnings per share would 

be as follows:

Variables – CIPOP Phantom

Grant date 20th Sept 2007 
(effective grant date)

29th July 2008 29th July 2009

Stock Price of the equity shares on the reporting 

date (INR)
305.65 305.65 305.65

Vesting date 20th Sept 2010 29th July 2011 29th July 2012

Vesting % Refer vesting conditions
Refer vesting 

conditions

Refer vesting 

conditions

Volatility 28.90% 45.06% 58.06%

Risk free rate 3.76% 5.10% 6.12%

Time to maturity (years) 0.47 1.33 2.33

Exercise price (INR) 10.00 10.00 10.00

Fair Value of the options (INR) 295.83 296.31 296.98

Variables – CIESOP Phantom

Grant date 20th Sept 2007 
(effective grant date)

29th July 2008 10th Dec 2008 29th July 2009

Stock Price of the equity shares on the reporting 

date (INR)
305.65 305.65 305.65 305.65

Vesting date 20th Sept 2010 29th July 2011 10th Dec 2011 29th July 2012

Vesting %
Refer vesting 

conditions

Refer vesting 

conditions

Refer vesting 

conditions

Refer vesting 

conditions

Volatility 28.90% 45.06% 57.16% 58.06%

Risk free rate 3.76% 5.10% 5.53% 6.12%

Time to maturity (years) 0.47 1.33 1.70 2.33

Exercise price (INR) 166.95 227.00 143.00 240.05

Fair Value of the options (INR) 141.66 111.96 184.32 144.23

Variables – CIPOP

Grant date 1st Jan 2007 20th Sept 2007 29th July 2008 29th July 2009

Stock Price/fair value of the equity shares 

on the date of grant (INR)
160.00 166.95 228.55 234.75

Vesting date 1st Jan 2010 20th Sept 2010 29th July 2011 29th July 2012

Vesting % Refer vesting conditions Refer vesting conditions Refer vesting conditions Refer vesting conditions

Volatility 41.61% 36.40% 37.49% 43.72%

Risk free rate 7.33% 7.23% 9.37% 5.78%

Time to maturity (years) 3.12 3.12 3.12 3.13

Exercise price (INR) 10.00 10.00 10.00 10.00

Fair Value of the options (INR) 152.05 158.97 221.09 226.40
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8. LEASE OBLIGATIONS DISCLOSURES

Finance Lease:

Fixed assets include offi ce equipments and leaseholds improvements obtained under fi nance lease. The lease is secured by way of hypothecation of 

the respective assets acquired under lease. The lease term is for 3 to 6 years and renewable for further period/years at the option of the Cairn India 

Group. There is no escalation clause in the lease agreements. There are no restrictions imposed by lease arrangements and there are no subleases.

Note The interest rate on fi nance lease ranges from 3.77 % to 14.61%

Operating Lease:

Cairn India Group has entered into operating leases for offi ce premises and offi ce equipments, some of which are cancellable and some are non-

cancellable. The leases have a life of 3 to 6 years. There is an escalation clause in the lease agreement during the primary lease period. There are no 

restrictions imposed by lease arrangements and there are no subleases. There are no contingent rents.

9. CONTINGENT LIABILITIES

 (A)  Ravva Joint Venture Arbitration proceedings : ONGC Carry

Ravva is an unincorporated Joint Venture (JV) in which Cairn India Group has an interest. The calculation of the Government of India’s (GoI) share 

of petroleum produced from the Ravva oil fi eld has been a matter of disagreement for some years. An arbitration panel opined in October 2004 and 

Cairn has been willing to be bound by the award, although it was not as favourable as had been hoped.  The GoI, however, had lodged an appeal in 

the Malaysian courts in respect of one element of the award which was in Cairn’s favour, namely the “ONGC Carry” issue. The “ONGC Carry” issue 

relates to whether Contractor Parties under Ravva PSC are entitled to include in their accounts for the purposes of calculating the PTRR certain 

Current Year Minimum lease payments Principal amount due Interest due

Within one year of the balance sheet date 72,047 60,928 11,119

Due in a period between one year and fi ve years 85,391 79,397 5,994

Due after fi ve years Nil Nil Nil

Total 157,438 140,325 17,113

Previous Period Minimum lease payments Principal amount due Interest due

Within one year of the balance sheet date 97,740 80,366 17,374

Due in a period between one year and fi ve years 160,058 142,036 18,022

Due after fi ve years Nil Nil Nil

Total 257,798 222,402 35,396

Particulars 31st March 2010 31st March 2009

Lease payments made during the period 132,390 120,173

Within one year of the balance sheet date 140,321 124,628

Due in a period between one year and fi ve years 34,536 150,536

Due after fi ve years Nil Nil

Current year Previous period

Profi t as reported 10,511,060 8,034,506

Add: Employee stock compensation under intrinsic 

value method (net of exceptional gain of INR 155,723 

thousand in the previous period)

552,002 134,493

Less: Employee stock compensation under fair value 

method
948,058 622,866

Proforma profi t 10,115,004 7,546,133

Earnings Per Share (in INR)

Basic

 - As reported 5.54 4.31

 - As reported 5.33 4.04

Diluted

 - As reported 5.52 4.28

 - Proforma 5.31 4.02
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costs paid by Contractor Parties in consideration for ONGC having paid 100% of costs prior to the signing of the Ravva PSC in 1994.

Cairn India Group challenged both the GoI’s right to appeal and the grounds of that appeal.  

A judgment was delivered by the Malaysian High Court on 12th January 2009, ruling in favour of the GoI and setting the arbitration award 

aside.  This had the effect of negating the original award in favour of Cairn India Group. 

Cairn India Group appealed against above judgment to the Malaysian Court of Appeal. A judgment was delivered by the Malaysian Court of 

Appeal on 15th September 2009, which reversed the ruling of the High Court in Malaysia of 12th January 2009 and had the effect of reinstating the 

original award in favour of Cairn India Group.  The Government of India has applied for leave to appeal this judgment to the Federal Court of Malaysia 

(the apex court).

In addition, consistent with GoI’s view that the set-aside meant they have a binding judgment in their favour, GoI has demanded and 

commenced recovery from Cairn’s buyers, of revenues from sale proceeds to set-off against the sums they claim are due as a result of the Malaysian 

judgment being in their favour.  This recovery action was contested by Cairn in the Indian courts, pursuant to which, the Government has given an 

undertaking to stop recoveries post January 2010.  The amounts recovered by the Government aggregate to approximately INR 7,230,000 thousand 

(USD 160 million). The net effective deduction as on 31st March 2010, after adjusting the current year’s profi t petroleum, amounts to approximately 

INR 2,291,000 thousand (USD 51 million).

In the event that the GoI’s appeal is successful, then Cairn India Group would be required to pay approximately INR 2,888,000 thousand 

(USD 64 million) and potential interest of INR 1,398,000 thousand (USD 31 million). The same dispute existed at the end of the previous period.

 (B)  Ravva Joint Venture Arbitration Proceedings : Base Development Cost

Ravva joint venture had received a claim from the Director General of Hydrocarbons (DGH) for the period from 2000-2005 for USD 166.4 million 

for an alleged underpayment of profi t petroleum to the Indian Government, out of which, Cairn India Group’s share will be USD 37.4 million 

(approximately INR 1,688,000 thousand) plus potential interest at applicable rate (LIBOR plus 2% as per PSC). 

This claim relates to the Indian Government’s allegation that the Ravva JV has recovered costs in excess of the Base Development Costs 

(“BDC”) cap imposed in the PSC and that the Ravva JV  has also allowed these excess costs in the calculation of the Post Tax Rate of Return 

(PTRR).  Cairn believes that such a claim is unsustainable under the terms of the PSC because, amongst other reasons, the BDC cap only applies to 

the initial development of the Ravva fi eld and not to subsequent development activities under the PSC. Additionally the Ravva JV has also contested 

the basis of the calculation in the above claim from the DGH. Even if upheld, Cairn believes that the DGH has miscalculated the sums that would 

be due to the Indian Government in such circumstances. Companies have initiated the arbitration proceedings, the arbitration panel has been fully 

constituted and one hearing has taken place. A further hearing has been scheduled for oral closing arguments. The same dispute existed at the end 

of the previous period. 

 (C)  Service Tax

One of the subsidiary companies of the Cairn India Group has received four show cause notices from the tax authorities in India for nonpayment of 

service tax as a recipient of services from foreign suppliers. 

These notices cover periods from 16th August 2002 to 31st March 2009.  A writ petition(s) has been fi led with Chennai High Court 

challenging the liability to pay service tax as recipient of services in respect of fi rst show cause notice (16th August 2002 to 31st March 2006) and 

challenging the scope of some services in respect of second show cause notice (1st April 2006  to 31st March 2007).  The reply for second and third 

show cause notice has also been fi led before the authorities.

Should the adjudication go against Cairn India Group, it will be liable to pay the service tax of approximately INR 1,679,000 thousand 

(previous period INR 978,000 thousand) plus potential interest of approximately INR 634,000 thousand (previous period INR 395,000 thousand), 

although this could be recovered in part, where it relates to services provided to Joint Venture of which Cairn India is operator.

Tax holiday on gas production(D) 

Section 80-IB (9) of the Income Tax Act, 1961 allows the deduction of 100% of profi ts from the commercial production or refi ning of mineral oil. The 

term ‘mineral oil’ is not defi ned but has always been understood to refer to both oil and gas, either separately or collectively.

The 2008 Indian Finance Bill appeared to remove this deduction by stating [without amending section 80-IB (9)] that “for the purpose of 

section 80-IB (9), the term ‘mineral oil’ does not include petroleum and natural gas, unlike in other sections of the Act”.  Subsequent announcements 

by the Finance Minister and the Ministry of Petroleum and Natural Gas have confi rmed that tax holiday would be available on production of crude oil 

but have continued to exclude gas.

Cairn India Group fi led a writ petition to the Gujarat High Court in December 2008 challenging the restriction of section 80-IB to the 

production of oil.  Gujarat High Court did not admit the writ petition on the ground that the matter needs to be fi rst decided by lower tax authorities. 

A Special Leave Petition has been fi led before Supreme Court against the decision of Gujarat High court. 

In the event this challenge is unsuccessful, the potential liability for tax and related interest on tax holiday claimed on gas production for all 

periods to 31st March 2010 is approximately INR 2,321,000 thousand (previous period INR 2,370,000 thousand).

Based on the legal opinions received, the management is of the view that the liability in the cases mentioned in (A) to (D) above are not probable and 

accordingly no provision has been considered necessary there against.

10. Balances written back are net of INR 450,217 thousand, being the adjustment arising on account of reconciliation of certain working capital balances 

pertaining to joint ventures, in which Cairn India Group has participating interest.
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11. CAPITAL COMMITMENTS (NET OF ADVANCES)

In respect of Cairn India Group’s share of Joint Ventures’ Exploration activities – INR 11,688,763 thousand (previous period – INR 1 

11,324,140 thousand).

In respect of the Cairn India Group’s share of Joint Ventures’ Development activities – INR 28,096,949 thousand (previous year – INR 2 

34,536,062 thousand).

12. DERIVATIVE INSTRUMENTS AND UNHEDGED FOREIGN CURRENCY EXPOSURE

Cairn India Group has taken USD put/INR call options to hedge the risk of foreign currency exposure. The amount of outstanding options as at 31st 

March 2010 aggregated to USD 233,000 thousand (previous period USD 214,000 thousand)

Particulars of Unhedged Foreign Currency Exposure at the Balance Sheet date

13. Cairn India Group has a defi ned benefi t gratuity plan. Every employee who has completed fi ve years or more of service gets a gratuity on departure at 

15 days salary (last drawn salary) for each completed year of service. The scheme is funded with an insurance company in the form of a qualifying 

insurance policy. 

The following tables summarize the components of net benefi t expense recognised in the profi t and loss account, the funded status and 

amounts recognised in the balance sheet for the gratuity plans.

Profi t and Loss account

Net employee benefi t expense (recognised in staff cost)

Balance sheet

Details of Provision for Gratuity  

Particulars 31st March 2010 31st March 2009

Defi ned benefi t obligation 161,887 108,425

Fair value of plan assets 97,008 68,854

Less: Unrecognized past service cost Nil Nil

Plan asset / (liability) (64,879)         (39,571)         

Changes in the present value of the defi ned benefi t obligation are as follows:

Particulars 31st March 2010 31st March 2009

Opening defi ned benefi t obligation 108,425 66,142

Current service cost 31,030 23,529

Interest cost 8,674 6,051

Benefi ts paid (4,038) (5,306)

Actuarial (gains) / losses on obligation 17,796 18,009

Closing defi ned benefi t obligation 161,887 108,425

Particulars 31st March 2010 31st March 2009

Loan 20,416,806 43,341,500

Sundry Debtors 3,067,474 1,516,418

Investments 201,923 Nil

Cash and Bank 3,894,233 31,366,364

Other current Assets 13,543,767 2,266,955

Current Liabilities 4,545,666 5,623,077

Particulars 31st March 2010 31st March 2009

Current service cost 31,030 23,529

Interest cost on benefi t obligation 8,674 6,051

Expected return on plan assets (3,598) (3,666)

Net actuarial (gain) / loss recognised in the year 17,464 14,974

Past service cost Nil Nil

Net benefi t expense 53,570 40,888

Actual return on plan assets 6,604 6,700
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Note The Group’s expected contribution to the fund in the next year is INR 40,582 thousand (previous period INR 34,725 thousand).

The major categories of plan assets as a percentage of the fair value of total plan assets are as follows:

The overall expected rate of return on assets is determined based on the market prices prevailing on that date, applicable to the period over which 

the obligation is to be settled.

The principal assumptions used in determining gratuity liability for the Group’s plans are shown below:

Note The estimates of future salary increases, considered in actuarial valuation, take account of infl ation, seniority, promotion and other relevant 

factors, such as supply and demand in the employment market.

Gratuity liabilities for the current and previous period are as follows:

Notes

i)  The Group has adopted AS 15 (Revised 2005) Employee Benefi ts for the fi rst time during the year ended December 31, 2007. Disclosures 

required by paragraph 120 (n) of AS-15 (Revised 2005)   are required to be furnished prospectively from the date of transition and hence 

have been furnished for year/period ended December 31, 2007 onwards.

ii)  The Group is maintaining a fund with the Life Insurance Corporation of India (LIC) to meet its gratuity liability. The present value of the plan 

assets represents the balance available with the LIC as at the end of the year. The total value of plan assets amounts to INR 97,008 thou-

sand (Previous period INR 68,854 thousand) is as certifi ed by the LIC.

Particulars 31st March 2010 31st March 2009

Discount rate 8.00% 7.00%

Future salary increase 10.00% 10.00%

Expected rate of return on assets 9.40% 9.35%

Employee turnover 5.00% 13.13%

Mortality Rate LIC (1994-96) LIC (1994-96) 

Ultimate Table Ultimate Table

Particulars 31st March 2010 31st March 2009

Changes in the fair value of plan assets are as follows:

Particulars 31st March 2010 31st March 2009

Opening fair value of plan assets 68,854 29,163

Expected return 3,598 3,666

Contributions by employer 28,262 38,296

Benefi ts paid (4,038) (5,306)

Actuarial gains / (losses) 332 3,035

Closing fair value of plan assets 97,008 68,854

Particulars 31st March 2010 31st March 2009 31st December 2007

Defi ned benefi t obligation 161,887 108,425 66,142

Plan assets 97,008 68,854 29,163

Surplus / (defi cit) (64,879) (39,571) (36,979)

Experience adjustments on plan assets (loss)/gain 365 3,132 2,970

Experience adjustments on plan liabilities (loss)/gain (13,839) (11,964) (6,960)
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14. DETAILS OF MOVEMENT IN SHARE CAPITAL AND SECURITIES PREMIUM IS AS UNDER

15.   The price contract for sale of gas with one customer is due for revision with effect from December 2008 and currently the same is under negotiation.  

     Pending fi nalization of the price contract, revenue has been recognised based on the last agreed prices on a conservative basis, as the management 

 is expecting an upward price revision.

16. The goodwill of Cairn India Group amounting to INR 253,192,675 thousand has arisen on consolidation of fi nancial statements of the Company  

  with its subsidiaries and represents the difference between the cost of its investment in Cairn India Holdings Limited (which largely represent   

 Cairn India Group’s operations in India through its subsidiaries) and consolidated net book value of assets in Cairn India Holdings Limited, at   

 the time of acquisition of shares in Cairn India Holdings Limited. The management has carried out the tests for impairment of goodwill at the   

 year-end as per requirements of AS 28 (Impairment of Assets) by computing the value in use of the assets and comparing the same with the   

 carrying amount of the net assets. Value in use is based on the discounted future net cash fl ows of the oil and gas assets held by the Cairn   

 India Group. For all blocks in the exploration stage, valuation has been carried out using risked net present value per barrel of oil equivalent. The  

 result of the impairment tests indicate that the value in use is higher than the carrying amounts and no impairment provision is required to be   

 created at the reporting date.

17. The current tax and deferred tax provisions have been computed on the basis of the standalone fi nancial statements of the Company’s subsidiaries,                          

        i.e. not based on the consolidated fi nancial statements of Cairn India Limited and its subsidiaries. For computing deferred tax liability in relation to 

         the Rajasthan fi eld, Cairn India Group has considered fi eld life as stipulated in the Production Sharing Contract instead of the economic useful life of        

         the fi eld considered in earlier years. This change has resulted in reversal of opening deferred tax liability by INR 1,760,519 thousand. 

18.   The Company and its wholly owned subsidiary Cairn Energy Hydrocarbons Limited (“CEHyL”) have entered into a loan facility for INR 40,000         

    million (available to the Company) and USD 750 million (available to CEHyL) with a consortium of banks. The purpose of the loan facility is to fi nance 

 the RJ-ON-90/1 block expenditure and also the repayment of the earlier loan facility of USD 850 million. The main security for the INR loan facility is 

 the hypothecation of the 35% participating interest in RJ-ON-90/1 block held by Cairn Energy India Pty Limited, a wholly owned subsidiary of the 

 Company whereas for the USD loan facility, the entire shares of CEHyL has been provided as the main security.

19.   The shareholders of the Company have approved a Scheme of Arrangement between the Company and some of its wholly owned subsidiaries, to 

     be effective from 1st January 2010. The Scheme of Arrangement has been approved by the Hon’ble High Court of Madras. However, it is pending for 

   approval from the Hon’ble High Court of Bombay and other regulatory authorities. Pending receipt of such approvals, no accounting impact of the 

 scheme has been given in these fi nancial statements. After the implementation of the scheme, the Company will directly own the Indian businesses, 

  which are currently owned by some of its wholly owned subsidiaries and  as contemplated in the scheme, any goodwill arising in the Company 

 pur suant to the scheme, shall be adjusted against the securities premium account.

Description No. of equity 
shares

Issue price 
in INR

Share capital
Securities 

premium

Balance as on 1st January 2008 1,778,399,420 17,783,994 276,084,115

Exercise of stock options-CISMP 792,240 33.70 7,922 18,776

Preferential allotment of  shares to non promoter inves-

tors on 22nd April 2008
113,000,000 224.30 1,130,000 24,215,900

Exercise of share options -CISMP 525,000 33.70 5,250 12,443

Exercise of share options-CISMP 1,713,078 33.70 17,131 40,600

Exercise of share options-CISMP 1,600,000 33.70 16,000 37,920

Exercise of share options-CISMP 638,078 33.70 6,381 15,122

Share options liability transferred to securities premium 

upon exercise of the options
665,398

Balance as on 31st March 2009 1,896,667,816 18,966,678 301,090,274

Exercise of share options-CIPOP 190,983 10.00 1,910 Nil

Exercise of share options-CIESOP 115,333 160.00 1,153 17,300

Share options liability transferred to securities premium 

upon exercise of the options
28,648

Waiver of parent company outstanding balance, pertaining 

to share issue expenses paid by parent company, which 

had earlier been adjusted from securities premium

25,000

Balance as on 31st March 2010 1,896,974,132 18,969,741 301,161,222
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Particulars
Gross proved and probable 

hydrocarbons initially in 
place (mmboe)

Gross proved and probable 
reserves and resources 

(mmboe)

Net proved and probable 
reserves and resources 

(mmboe)

Current Year Previous Period Current Year Previous Period Current Year Previous Period

Rajasthan MBA Fields 2,054 2,054 694 685 486 479

Rajasthan MBA EOR - - 308 308 216 216

Rajasthan Block Other Fields 1,976 1,708 152 86 107 61

Ravva Fields 708 625 100 72 23 16

CBOS/2 Fields 175 156 16 20 7 8

KG-DWN-98/2 650 650 353 353 35 35

Total 5,563 5,193 1,623 1,524 874 815

(All amounts are in INR thousand unless, otherwise stated)

20. Operating expenses include cess on crude oil produced from Rajasthan block. The Group has initiated arbitration proceedings against the        

 Government of India and its joint venture partner for recovery of the same.

21. Cairn India Group’s estimate of hydrocarbon reserves and resources at the year/period end is as follows:

22. Prior period items represent miscellaneous expenses in the current year and exchange difference in the previous period.

23.   The reversal in fringe benefi t tax (FBT) is on account of the abolishment of FBT with effect from 1st April 2009, as Cairn India Group was accounting         

for FBT liability on stock options on a pro-rata basis over the vesting period.

24.   During the previous period, Cairn India Group had decided to retrospectively account for stock options using the Intrinsic Value Method as against        

the Fair Value Method (Black Scholes) followed till the fi nancial year ended 31st December 2007. Accordingly, the excess stock option provision up 

to 31st December 2007 was reversed during the previous period, resulting in an exceptional gain of INR 155,723 thousand.

25.  Change in fi nancial year and previous period comparatives

   The previous fi nancial period consisted of fi fteen months from 1st January 2008 to 31st March 2009, while the current fi nancial year is for a twelve         

 months period. Accordingly, previous period fi gures in the profi t and loss account and cash fl ow statement are not comparable with current fi nancial 

    year.  Previous period’s fi gures have been regrouped where necessary to confi rm to current year’s classifi cation.

As per our report of even date

For S. R. Batliboi & Associates   For and on behalf of the Board of Directors

Firm Registration No.:101049W   

Chartered Accountants    Rahul Dhir Managing Director and Chief Executive Offi cer

per Sanjay Vij     Indrajit Banerjee Executive Director and Chief Financial Offi cer  

Partner     Omkar Goswami Director     

Membership No. 95169    Neerja Sharma Company Secretary

Place Gurgaon     Date 27 May, 2010   

Cairn India Group’s net working interest in proved and probable reserves is as follows:

Particulars Proved and probable reserves Proved and probable reserves (developed)

Oil Gas Oil Gas 

(mmstb) (bscf) (mmstb) (bscf)

Reserves as at 1st January 2008* 247.03 44.00 17.14 44.00

Additions / revision during the period 98.35 (1.66) 2.64 (1.66)

Production during the period 5.58 13.74 5.58 13.74

Reserves as at 31st March 2009** 339.80 28.60 14.20 28.60

Additions / revision during the year 2.37 5.93 54.12 5.93

Production during the year 6.26 7.85 6.26 7.85

Reserves as at 31st March 2010*** 335.91 26.68 62.06 26.68

* Includes probable oil reserves of 41.78 mmstb (of which 4.17 mmstb is developed) and probable gas reserves of 16.57 bscf (of which 16.57 bscf is developed)

** Includes probable oil reserves of 57.70 mmstb (of which 5.7 mmstb is developed) and probable gas reserves of 12.80 bscf (of which 12.80 bscf is developed)

*** Includes probable oil reserves of 57.61  mmstb (of which 14.75  mmstb is developed) and probable gas reserves of 11.13 bscf (of which 11.13 bscf is developed)

mmboe = million barrels of oil equivalent 

mmstb =  million stock tank barrels  

bscf = billion standard cubic feet

1 million metric tonnes = 7.4 mmstb 

1 standard cubic meter =35.315 standard cubic feet 

MBA = Mangala, Bhagyam & Aishwarya

EOR = Enhanced Oil Recovery
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