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ESSAR OIL (UK) LIMITED

STRATEGIC REPORT

The directors, in prepanng this strategic report, have comphed with <414 of the Companies Act 2006

Principal activities

The prncipal activity of the company 15 to procure and refine crude o1l and to market petroleum products mainly in
the domestic UK market from its pnmary place of business at the Stanlow refinery The company owns and
operates the Stanlow refinery, which 15 located on the south side of the Mersey estary 1n the Northwest of the
United Kingdom and so 15 1n prexinuty to North Sea crudes but 15 also capable of handling and processing a wide
vanety of hight and heavy crudes from global sources including West and North Africa, Candada and Russia  The
refinery preduces approximately 15% of UK transport fuels

Principal risks and uncertainties

The company faces a number of business nsks manly due to external factors 45 detailed below

Fluctuation of crude otl prices, refined petroleum products prices and refining margins

The refining business 15 dependent on margins between crude ol prices and refined petroleum product prices
Refined products normally track changes in feedstock prices with a lag, a prolonged lag effect can have a substannal
impact on profitability and on the company’s working capital requirements  In July 2012 the company entered 1nto
a three year mventory monetisation arrangement with Barclays for procurement of required grades of crude oils at
competitive prices on a just-in-time basis and sold the legal title to its inventory of crude el and the majonity of
petroleurn product held n 1ts tanks and 1n-transit on the agreement date, to Barclays This has subsequently been
rearranged 1n June 20135 as set out on the following page Monthly rolhng plans are prepared to project profitability
for the upcoming months The company has a robust risk management process in place and uses commodity hedging
and margin hedging to reduce 1ts exposures to o1l price fluctuations on mventories owned by the company and to
protect 1ts refining margins respectively

Foreign exchange nisk

Crude o1l and petroleumn product trades in the international market are denomunated in US Dollars whereas 1ts
domestic sales of petroleum products 1n the UK are denominated in British Pounds (“GBP”) The company’s
funcuonal and presentational currency for accounting for 1ts transactions and preparation of books and accounts 1s
the US Dollar The company 1, therefore, exposed to currency nsk on conversion of 1ts assets, habilities, revenues
and expenses from GBP te USD and vice versa and these could sigmficantly impact the operational and reported
results In order to mitigate such exchange risks, the company reviews 1ts nsks from time to time and determines the
strategy to cover 1ts currency exposures (see note 17)

Liquiduty nisk and the company’s ability to continue as a going concern

The oif industry 15 a high value and high investment industry requiring significant findncing arrangements to support
its commitiments Throughout the year, the company had contineed access to commercial banking facilities On 24
July 2012, the company had entered into an agreement to legally sell a significant proporuon of 1ts inventory to
Barclays Bank Plc The company also had entered into a £330m (approximately $550m) syndicated receivables
financing arrangement to enable the company to raise finances by discounting receivables, to meet 1ts payment
obligations as and when they fall due During the year, the level of syndicated receivables was reduced to £149 2m
(approximately $230m) and this was sufficient to meet the company’s payment obhgations In order to have
vminterrupted availlability of these facilines, the company has ensured adequate momtoring mechanisms to ensure
substantive comphance with the vanous banking covenants and umely servicing of debt In December 2014, an
unsecured loan facility provided by relared paruies, Essar Oil (Cyprus) Limuted and Essar Energy Limuted, was
converted into equity increasing the Company’s share capital by $452 6m  Note 14 provides further details on this




ESSAR OIL (UK) LIMITED

STRATEGIC REPORT

Principal risks and uncertainties (continued)
Health and safety risk and environment

The company 1s at nsk of commercial and reputational damage as a result of Health, Safety or Environmental
incidents given the nature of its operations Any untoward mcident might have an adverse effect on the overall
valuation of the company

The company has a formal Health, Safety and Environmental (“HSE”) policy with related HSE management
systems in place These are communicated to the relevant businesses and employees with traming provided on a
regular basis Regular reviews are carrted out on compliance with the HSE policy and related Health Safety
Environment Management Systems (“HSEMS”) as well as adherence with regulatory requirements The directors
ulaumately monutor the effectiveness of the vanous HSE policies and systems

Operational and financial review

The company had a very good year operationally, in addition, benchmark margins 1mproved sigmificantly during the
year from lows seen 1n previous financial year As a result, company achieved a Current Price GRM (definition
overleaf} of US$7 80/bbl for the year, compared with a Current Price GRM of US$4 (08/bbl 1n the prior year due to
the impact of the turmarcund on production 1n October and November 2013, lower benchmark margins and the
reduced production of higher margin products as a result of the furnace fire As a result, Operanonal EBITDA
(defimtion overleaf) increased to US$177 4 mulhon 1in the year, compared with a loss of US$112 8 million 1n the
prior year

The company completed a reinstatement programme dunng the year on the furnace that got damaged in a fire 1n
November 2013 Duning the year, insurance proceeds of US$74 6m and US59 Om were recogmised thru profit &
loss account in respect of business interruption losses and repair costs to the furnace

In Apnil 2014, Barclays Bank Plc 1ssued a public statement that 1t was exating the majonty of 11s global commodiues
business As a consequence, the company started discussions with potential replacement providers and has agreed
on 19 June 2015 an inventory monetisation arrangement with J Aron & Company (a subsidiary of The Goldman
Sachs Group, Inc ), similar to the arrangement with Barclays Under the arrangement the company shall procure
crude 1l from J Aron & Company on a stmidar just in ime basis

In addition on 19 June 2015, the Company has also agreed to replace its existing syndicated receirvables financing
arrangement with a receivable securiisation arrangement of £300m ($475m) involving an Assets Backed
Commercial Paper conduit sponsored by Lloyds Bank plc for a penod of three years

Income statement

The company generated revenues of $7,615 Om (2014 $8,569 1m) for the year and made a net profit before tax of
$89 6m (2014 net loss before tax of $176 6m)

Balance sheet

At year end the company had net assets of $640 5m (2014 $102 0m) The improvement in net assets being driven
by the share conversion and the profits generated 1n the penod lghlighted above

Significant relatonships

In July 2012 the company entered 1nto a three year agreement with Barclays Bank Plc to supply the company with
crude o1l on a just-in-time basis on agreed commercial terms The company can now purchase crude oil supphes
either from Barclays or under its remaiming crude supply agreement with Rayal Dutch Shell Plc As at 31 March
20135, the company also had a £149 2m (approximately $230m) syndicated receivables financing arrangement led by
Barclays Bank The refinanced position noted above 1s set out in note 3 of the financial statements

Revenues from a single largest customer contnbutes to about one third (2014 349%) of the company's overall
revenues




ESSAR OIL (UK) LIMITED

STRATEGIC REPORT

Key performance mdicators (“KPTI’’)

The company benchmarks itself against a vanety of performance indicators to measure 1ts performance

KP1 2015 2014 | Context

Lost ime 1mnjuries 0 1 | This figure represents the number of mjunes resulting
in lost ume on site due to mjury during the year The
company stnives to have no njunes, whilst
acknowledging that there are sigmficant nisks
associated with operating a refinery

Current price GRM/bbl' $7 80 $4 08 | The current price gross refinery margin 1s the spread
the company earns between the sales price and crude
related costs This 15 a widely used industry yardstick
to measure an o1l refinery’s operanng performance
Operational EBITDA’ $177 4m $(112 8)m | This measure 15 commonly used by management to
reflect the operating cash flows of the company and
excludes exceptional 1items

TCurment price GRM/bb] represents the GRM/bbl before the impact of ummg differences 1n crude and product pnces mmvenlory movement and
hedping

2Op':ralmna] EBITDA represents earnings/(loss) before interest 1ax depreciation and amortisatton, net foreign exchange gainsflosses and other
gains/losses (1 e imparment of assets and insurance proceeds)
Employees

The company has a monthly average number of 993 employees other than directors (2014 1,034)

Approved by the Board of Directors and signed on behalf of the Board

chuttz
Drrector
24 June 2015




ESSAR OIL (UK) LIMITED

DIRECTORS’ REPORT

The directors present their annual report on the affairs of the company, together with the financial statements and
auditor’s report for the year ended 3} March 2015

Going concern

Detailed disclosures with regard to going concern can be found n note 3 10 these financial statements and are not
replicated n this report The directors are satisfied that adequate financial resources will continue to be made
available to the company so as to enable 1t to continue to trade as a going concern As a result, the directors continue
to adopt the going concern basis of accounung 1n the preparation of the company’s financial statements

Dividends

The directors did not propose the payment of a dividend for the year (2014 $nil)

Directors

The directors who held office during the year and up to and including the date of signing the accounts, unless stated
otherwise, are shown on page 1

Employees

The directors seek to recruit people who are enthusiashc and focused on operational excellence and serving the
company’s customers, as well as having the potential to progress from internal career opportunmities which the
company offers

Employee development 15 monitored by way of continual assessment and appraisal and the company has introduced
a competency-based employee performdnce management system Traimng 1s made available to all employees and
financtal assistance 15 given to employees wishing to pursue professional qualifications 1n order to ensure
opportunity for advancement

The company gives full consideration to applications for employment from disabled people where the requirements
of the job can be adequately fulfilled by a disabled person It 15 the company's policy to provide on-going
employment, wherever practicable, to employees who may become disabled during the course of employment and to
provide suntable traiming and a career development program for the disabled

The directors ensure that the employees recerve adequate information on the company's activities, plans and
performance through regular bulletins and presentations

Parent company

In July 2014, the company’s parent company, Essar Energy Plc, dehisted from the London Stock Exchange and re-
registered as Essar Energy Limited, a pnivate limited company

Pensions
The company operates a defined benefit penston scheme for employees who commenced working at the Stanlow

refinery before 1 August 2011 and a defined contribution scheme for all employees who commenced employment on
or after this date

Defined Contribution Scheme

The company’s defined contnbunion scheme js operated by Friends Life for the benefit of all employees who
commenced work with the company on or after 1 August 2011




ESSAR OIL (UK) LIMITED

DIRECTORS’ REPORT

Defined Benefit Scheme

Disclosures with regard to the position of the Essar O11 (UK) Pension Scheme and performance of the scheme in
accordance with IAS 19 (2011 revised) can be found 1n note 25 to these financial statements

Directors® disclosure statement

Each of the persons who are directors at the date of this annual report confirms that

e o far as the director 14 aware, there 15 no relevant audit information of which the company’s auditor 1s unaware,
and

* the director has taken all the steps he ought to have taken as a director in order to make himself aware of any
relevant audit informanon and to establish that the company’s auditor 15 aware of that information

This confirmation 1s given and should be interpreted n accordance with the provisions of s418 of the Compantes Act
2006

Auditor
Deloite LLP has expressed therr willingness to continue in office as auditors A resolution to re-appoint Deloitte

LLP as the company’s auditor will be proposed at the forthcorming Annual General Meeting

Approved by the Board of Directors and signed on behalf of the Board

Schull
Director
24 June 2015




ESSAR OIL (UK) LIMITED

DIRECTORS’ RESPONSIBILITIES STATEMENT

The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial penod Under that law the
directors have elected to prepare the financial statements 1n accordance with International Financial Reporting
Standards (IFRS) as adopted by the European Umion Under company law the directors must not approve the
financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the company
and of the profit or loss of the company for that penod In prepanng these financial statements, International
Accounung Standard | requires that directors

¢ properly select and apply accounting policies,

s present information, including accounting policies, 1n a manner that provides relevant, rehable, comparable and
understandable information,

* provide additional disclosures when comphance with the specific requirements 1n IFRSs are insufficient to enable
users to understand the 1mpact of particular transacuons, other events and conditions on the entuty's financial
position and financial performance, and

* make an assessment of the company's ability to continue as a going concern

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable dccuracy at any tume the financial position of the company and
enable them (o ensure that the financial statements comply with the Compames Act 2006 They are also responsible
for safeguarding the assets of the company and hence for taking reascnable steps for the prevention and detection ot
fraud and other rregulanties

Approved by the Board of Directors and signed on behalf of the Board

Schultz
Director
24 June 2015




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ESSAR OIL (UK)
LIMITED

We have audited the financial statements of Essar Qi (UK) Limuted for the year ended 31 March 2015, which
comprise the income statement, the statement of comprehensive income, the balance sheet, the statement of changes
1 equity, the cash flow statement and the related notes 1 te 29 The financial reporting framework that has been
applied n their preparation 1s apphicable law and International Financral Reporting Standards (IFRS) as adopted by
the European Union

This report 15 made sclely to the company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of the
Compames 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 n an auditor’s report and for no other purpose To the fullest extent
permutted 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 explamed more fully in the Statement of directors’ responsibilites, the dmrectors are responsible for the
preparauon of the financial statements and for being satisfied that they give a true and fair view Our responsibility 15
to audit and express an opmion on the financial staterments 1n 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 invelves obtaining evidence about the amounts and disclosures 1n 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 avsessment of whether the accounting policies are appropriate to the company's
circumstances and have been consistently applied and adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall presentation of the financial statements In addition, we
read all the financial and non-financial information 1 the annual report to 1dentify material inconsistencies with the
audited financial statements and to 1dentify any information that 15 apparently matenally incorrect based on, or
matenally inconststent with, the knowledge acquired by us i the course of performung the audit If we become aware
of any apparent matenal misstatements or inconsistencies we consider the implications for our report

Opmon on financial statements

In our opimon the financial statements

¢ pgive a rue and fair view of the state of the company’s affairs as at 31 March 2015 and of uts profit for the year
then ended,

have been properly prepared 1n accordance with [FRSs as adopted by the European Umion, and
have been prepared 1n accordance with the requirements of the Companes Act 2006

Opinton on other matter prescribed by the Companies Act 2006

In our opimon the information given in the Directors’ report and Strategic report for the financial year for which the
financial statements are prepared 1s consistent with the financial statements




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ESSAR OIL (UK)
LIMITED

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 1f, in our opinion

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

+ the financial statements are not 1n 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 mformation and explanations we require for our audit

W

Anthony Matthews FCA (Senior Statutory Auditor)
for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
London, United Kingdom,

25 June 2015




INCOME STATEMENT
Year ended 31 March 2015

Revenue
Cost of sales

Gross profit/(loss)

Selling and distribution costs
Adminstrative expenses
Net foreign exchange gains/(losses)

Operating prefit/(loss)

Other gains and losses
Finance income
Finance costs

Prefit/(loss) before tax
Tax (charge)/credit

Profit/(loss) for the year

ESSAR OIL (UK) LIMITED

Year Year

ended ended

31 March 31 March

2015 2014

Note $m $m
4 76150 8,569 1
(7.382 0) (8,634 9)
2330 (65 8)
(79 0) (64 4)
49 0) 40 8)
40 45
1010 (166 5)
5 90 237
7 04 07
8 (20 8) (345
896 (176 6)
9 (19 9) 555
5,22 697 (121 1)

The above results all derive from continuing operations

10



STATEMENT OF COMPREHENSIVE INCOME

Year ended 31 March 2015

Note
Profit/ (loss) for the year 22
Items that will never be reclassified to profit
and loss
Actuaral loss on defined benefit pension
scheme 25

Other comprehensive loss for the year
Tax relating to compenents of other
comprehensive income

Total comprehensive loss for the year

Attributable to
Owners of the company

ESSAR OIL (UK) LIMITED

Year Year
ended ended
31 March 31 March
2015 2014
$m $m
697 (121 1)
&1 ©2)
81 (02)
15 -
(6 6) (121 3)
631 (1213

11




ESSAR OIL (UK) LIMITED

BALANCE SHEET
As at 31 March 2015

31 March 31 March

2015 2014
Note $m $m
Non-current assets
Intangible assets 10 31 47
Property, plant and equipment 11 6740 6516
Retirement benefits 25 - 15
Deferred tax asset 18 369 557
7140 7135
Current assets
inventories 12 3755 444 1
Trade and other receivables 13 442 5 7097
Cash and cash equivalents 103 6 939
Derivative financial instruments 15 28 11
924 4 1,248 8
Total assets 1,638 4 1,962 3
Current habihities
Trade and other payables 16 3750 7333
Obligations under finance leases 19 24 23
Borrowings 14 1379 259 5
Provisions 20 64 32
Denvative financial instruments 15 111 18
Deferred revenue 26 2880 3580
8208 1358 1
Net current assets/(habilities) 103 6 (109 3)
Non-current labhties
Trade and other payables 16 1116 -
Long-term provisions 20 429 674
Obhganons under finance leases 19 16 8 173
Retirement benefit cbhgations 25 58 _
Related party loans 27 - 4175
1771 5022
Total habnlities 997 9 18603
Net assets 640 5 1020
Equity
Share capital 21 694 1 2415
Retained deficit 22 (53 6) (139 5)
Total equity 6405 102 ¢

The financial statements of Essar Qi (UK} Limated, registered number 07071400, were approved by the board of
directors and authorised for 15sue on 24 June 2015 and signed on its behalf by

%

Director




STATEMENT OF CHANGES IN EQUITY
Year ended 31 March 2015

At 1 Apnl 2013

Loss for the year
Other comprehensive loss for the year

At 31 March 2014
Debt to equity conversion

Profit for the year
Other comprehensive loss for the year

At 31 March 2015

ESSAR OIL (UK) LIMITED

Share Retamed Total

capital deficit equity

2415 (182) 2233

- az11) (121 D

- 02) 02

2415 (139 5) 1020

14 452 6 228 4754
697 697

(66) (6 6}

694 1 (53 6) 640 5




ESSAR OIL (UK) LIMITED

CASH FLOW STATEMENT
Year ended 31 March 2015

Year Year
ended ended
31 March 31 March
2015 2014
Note $m $m
Net cash generated by operating activities 23 2122 329
Investing activities
[nterest received 04 07
Purchase of intangible assets - 02)
Disposal of property, plant and equipment 10 -
Purchases of property, plant and equipment (89 2) (191 2)
Net cash used in investing activities (87 8) (190 1)
Financing activities
Repayments of obhigations under finance leases (26) (25)
Proceeds from related party borrowings 351 168 5
Repayment of related party borrowings - 520
Decrease 1n short term bank debt (113 6) -
Interest paid (1z9 (10 3)
Net cash generated by/(used in) financing activities (94 0) 1037
Net increase/ (decrease) 1n cash and equivalents 304 54 1)
Effect of foreign exchange rate changes 207 163
Cash and cash equivalents at beginning of year 939 1317
Cash and cash equivalents at end of year 103 6 939




ESSAR OIL (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2015

1 General information

Essar On] (UK) Limited 1s a company incorporated in the Umted Kingdom under the Compames Act 2006
The address of the registered office 15 set out on page 1 The nature of the company’s operattons and 1ts
principal activities are set out 1n the strategic report

These financial statements are presented 1in US Dollars because that 15 the currency of the primary economic
environment 1n whtch the company operates Transacvons in other foreign currencies are mcluded n
accordance with the accounting policies set out 1n note 2

The company accounts for sales and purchases of crude and product inventonies with Barclays in 11s
underlying accounting records as legal title passes For the purposes of statutory reporting under IFRS,
appropnate adjustments are made to reflect the substance of these transactions m accordance with the
accounting policies set out 1n note 2

2 Significant accounting pohcies
Basis of accounting

The financial statements have been prepared 1n accordance with International Financial Reporting Standards
(IFRS}) adopted for use 1n the European Union The financial statements have been prepared on the histoncal
cost basis as modified by the revaluation of avalable-for-sale assets, and certain financial assets and
habilhities The principal accounting policies adopted are set out below

Revenue recogmtion

Revenue from the sale of petroleumn products 15 measured at the farr value of consideration received or
recervable, net of trade discounts, volume rebates, value added tax, sales taxes and duties A sale 1s recognised
when economic benefits associated with the sale are expected to flow to the company and the significant nsks
and rewards of ownership of the goods have passed and 1t can be rehably measured This 15 usually when title
and mnsurance 115k has passed to the customer either when the customer has recerved delivery of the product
by tank, truck or product camer, or when the product has been transferred via pipelne  Additional
information on revenue and derecognition of financial assets 1s provided at note 3

Operating profit

Operanng profit 1s stated after charging restructuning costs and business intermiption msurance income but
before property disposals, investment income, finance costs and property, plant and equpment insurance
income

Foreign currency transactions and translation

Transactions 1n currencies other than the functional currency (US Dollar) are translated into the functional
currency dt the exchange rates at the date of transaction Monetary assets and habilities denominated 1n other
currencies are translated into funchonal currency at exchange rates at the reporting date and exchange
differences are recogmsed tn profit or loss Non-monetary itemns that are measured 1n terms of histonical cost
tn a foreign currency are translated using the exchange rates as at the dates of the imuial transactions

Inventories

Inventories are valued atlower of cost and net reahsable value Cost 1s deterrmined on the following bases

. Raw matenals are measured at first-1n first-out basis, and
*  Fimshed products and work n progress are deterrined at direct material cost, labour cost and a
proportion of manufacturing overheads based on normal or allocated capacity

Additional information 1s provided 1n note 3




ESSAR OILL (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2015

2 Sigmficant accounting policies (continued)

Inventories (continued)
Net realisable value 15 determuned by reference to esumated pnces existing at the balance sheet date for
wventories less all estimated costs of completion and costs necessary to make the sale

Denvative financial instruments

In order to reduce 1ts exposure to foreign exchange and commodity price, the company enters into forward,
option and swap contracts The company does not use derivative financial instruments for speculative
purposes

Financial assets and financial instruments are recogmised n the company’s balance sheet when the company
becomes a party to the contractual provisions of the instrument

Financial assets and labilities are imtially measured at fair value Transaction costs that are directly
attributable to the acquisition or 1ssue of financial assets and financial habiliies (other than financial assets
and financial habilities at fair value through profit or loss) are added to or deducted from the fair value of the
financial assets or financial habihities, as approprate, on imual recogmtion Transaction costs directly
attributable to the acquisition of financial assets or financial Liabilities at farr value through profit or Joss re
recogmsed immediately 1n profit or loss

A denvative 15 presented as a non-current asset or hability if the remaintng matunty of the instrument 15 more
than twelve months and 1t 15 not expected to be realised or settled within twelve months Qther denivatives are
presented as current assets or current liabilites At present, the company’s denvative arrangements are not
designated hedges under the definitions of 1AS 39 Consequently, all fair value movements in respect of
denvative financial instruments are taken to the mcome statement Further details of denvative financial
struments including fair value measurements are disclesed n note 17

Property, plant and equipment

Property, plant and equipment 15 stated at cost less accumulated depreciation and impairment losses, 1f any
The 1mitial cost of an asset comprises its purchase price or construction cost, any costs directly attnbutable to
bringing the asset into operation, the inittal estimate of the decomnussioming obhigation, and for quahifying
assets, borrowing costs 1f the recognition cniteria are met

Costs directly related to construction, including costs arsing from testing, specific financing costs and foreign
exchange losses, are capitalised up to the point where the property, plant and eqinpment becomes operational
Property, plant and equpment becomes operational once all testing and trial runs are complete and 1t 1 ready
for use 1n the manner management intended

The purchase price or construction cost 15 the aggregate amount paid and the fair value of any other
consideration given to acquire the asset The capitalised value of a finance lease 14 also included within
property, plant and equipment Likewise, when a major mspection or major maimntenance 1s undertaken, its
cost 15 recogmsed n the carrying amount of the plant and equipment as a replacement if the recogmtion
critena are satisfied

All other repairs and maintenance costs are recogmsed in the income statement as mcurred

Property, plant and equipment 1n the course of construction 15 carned at cost, less accumulated 1mpairment
losses, if any, and 1s not depreciated An wtem of property, plant and equipment 15 derecognised upon disposal
or when no future econonuc benefits are expected from ats use or disposal Any gain or loss ansing on
derecognition of the asset (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) 1s imcluded 1n Income statement 1n the year the asset 15 derecognised The asset’s residual
values, useful hves and metheds of depreciation are reviewed, and adjusted 1f appropnate, at each financial
year end




ESSAR OIL (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2015

2 Sigmficant accounting polcies (continued)

Property, plant and equipment (continued)

Depreciation of property, plant and equipment other than freehold land and properties under construction 1s
calculated to write off the cost of the asset to its residual value using the straight line method, over its
expected useful life

Depreciation begins when the assets become ready for use and assets are depreciated over the following bases

¢  Buldings 40 years .
*  Fixtures and fitings, equipment and vehicles 15- 20 years
*  Plant and machinery 10-25 years

All assets are stated at cost less accumulated depreciation and any recognised umpairment loss

Assets held under finance leases are depreciated over their expected useful hves on the same basis as owned
assets or, where sherter, over the term of the relevant lease

Borrowing costs

Borrowing costs directly relating to the acquisition, construction or production of qualifying assets are added
to the costs of those assets during the construction phase en an effective interest basis, unul such tume as the
assets are ready for their imtended use Where surplus funds are available for a short term out of money
borrowed specifically to finance a qualified asset, the income generated from such short term investments 15
deducted from capitahised borrowing costs All other borrowing costs are recogmsed tn profit or loss n the
penod in which they are incurred

Leases

Leases are classified as finance leaves wherever the terms of the lease transfer substantially all rnisks and
rewards of ownership to the lessee  All other leases are classified as operating leases

Assets held under finance leases are imitrally recognised as assets of the company at the inception of the lease
at the farr value of the leased property or, 1f lower, at the present value of the mimmum lease payments Lease
payments are apportioned between the finance charges and reduction of the lease liability so as to achieve a
constant rate of mterest on the remaining balance of the hability Finance charges are recogmsed n the
income statement, unless they are directly attnibutable to quahifying assets, in which case they are capialised
i accordance with the company’s policy on borrowing costs (see above)

Capitalised leased assets are depreciated over the shorter of the estimated useful hfe of the asset and the lease
term, 1f there 15 no reasonable certainty that the company will obtain ownership by the end of the lease term

Payments made under operating leases, where the lessors effectively retain substantially all the nsk and
benefits of ownership of the lease property, plant and equipment are recognised 1n the income statement on a
straight line basis over the lease term Lease incentives received are recognised as an integral part of the total
lease expense over the term of the lease Property, plant and equipment used by the company under operating
leases are not recogmised in the company’s balance sheet

Intangible assets

Intangible assets acquired separately are measured on 1nitral recogmition at cost The cost of intangible assets
acquired 1n a business combination 1s the fair value as at the date of acquisition Following initial recognition,
intangible assets are carried at cost less accumulated amorhisation and accumulated impairment losses, if any
Intangible assets with fimte lives are amortised over their useful hives and assessed for impairment whenever
there 15 an indication that an intangible asset may be impaired The asset’s useful lives and methods of
amortisation are reviewed, and adjusted if appropnate, at each financial year end
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2 Significant accounting policies (continued)
Intangible assets (continned)

Gamns or losses ansing from derecognition of an intangible asset are measured as the difference between the
net disposal proceeds and the carrying amount of the asset and are recognised in profit or loss when the asset
15 derecognised

Intangible assets with finite hves which are subject to amornsation are amortised over thewr useful lives as
follows
. Software 5 years

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in hand, short term deposits with banks with original
maturity of less than 90 days and short term highly Liquid imvestrments, that are readily converuible mto cash
and which are subject to insigmificant risk of changes in the prnincipal amcunt Bank overdrafts, which are
repayable on demand and form an integral part of the operanons are included 1n cash and cash equivalents

Financial assets

All financial assets are recognised and derecognised on a trade date where the purchase or sale of a financial
asset 15 under 4 contract whose terms require delivery of the financial asset within the tmeframe established
by the market concerned, and are 1mually measured at farr value, plus transaction costs, except for those
financial assets classified as at Fair Value Through Profit or Loss (“FVTPL"), which are imitially measured at
fair value

The company classifies its financial assets into the following specified categories, at FVTPL, cash and cash
equivalents, loans and receivables The classification 15 dependent on the nature and purpose of the financial
assets acquired Management determines the classification of nis financial assets at imtial recognmitton  Further
details on the company’s financial assets and fair value measurement are disclosed n note 17

Financial assets at FVTPL
Financial assets at FVTPL are stated at fair value, with any resultant gain or loss recogmsed 1n profit or loss

A financial asset other than a financial asset held for trading may be designated as at FVTPL upon iitial

recognition if

*  such designation ehminates or sigmficantly reduces a measurement or recognition mconsistency that
would otherwise anse, or

* the financial asset forms part of a group of financial assets or financial liabilies or both, which 1s
managed and 1ts performance 15 evaluated on a fair value basis, 1n accordance with the company’s
documented rnisk management or investment strategy, and information about the grouping 1s provided
internally on that bass, or

. it forms part of a contract contaming one or more embedded derivatives, and [IAS 39 Financial
Instruments Recogmtion and Measurement permits the entire combined contract (asset or liabthty) to be
designated as at FVTPL

Financial assets at FVTPL are stated at fair value, with any gains or losses ansing on remeasurement
recogmsed 1n profit or loss The net gamn or loss recogmsed n profit or loss 1ncorporates any dividend or
interest earned on the financial asset and 15 included 1n the ‘other gains and losses’ hine item in the income
statement Fair value 1s determmined 1n the manner described in note 17
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2 Significant accounting policies (continued)

Fmancial assets (continued)

Loans and recervables

Loans and receivables are non-derivanive financial assets with fixed or determinable payments that are not
quoted 10 an active market After inmtial measurement loans and receivables are measured at amortised cost
using the effective interest method less any allowance for impairment Interest income 1s recognised by
applying the effective interest rate, except for short term receivables when the recogmtion of nterest would be
immatenal Gains and losses are recognised 1n the income statement when the loans and receivables are
derecogmised, impaired, or through the amortisation process

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at each balance sheet
date Financial assets are impaired where there 1s objective evidence that, as a result of one or more events that
occurred after the imtial recogmition of the financial asset, the esumated future cash flows of the investment
have been affected For financial assets carned at amortised cost the company assesses whether objective
evidence of impairment exists for assets that are individually significant, or collectively for financial assets that
are not individually sigmificant Objective evidence of impairment could include

+ significant financial difficulty of the 1ssuer or counterparty, or

¢ default or delinquency n interest or principal payments, or

* 1t becoming probable that the borrower will enter bankruptcy or financial reorgamsation

If there 15 objective evidence that an ympairment loss has occurred, the amount of the loss 1s measured as the
difference between the asset’s carrying amount and the present value of estimated future cash flows (excluding
future expected credit losses that have not yet been incurred) The present value of the esnmated future cash
flows 15 discounted at the financial assets onginal effective interest rate 1f a loan has a vanable interest rate, the
discount rate for measuring any impatrment loss 1s the current effective interest rate The carrying amount of the
asset 15 reduced through the use of an allowance account and the amount of the loss 14 recogmsed in the income
statement

Financial liabilities

Financial habhues are classified as financtal habiities at FVTPL or other financial habilites at imtial
recognition The company’s other financial habihities include borrowings, trade and other payables and finance
lease payables All financial habihties are recognised minally at fair value and n the case of loans and
borrowings, include directly attributable transaction costs The measurement of financial habilities depends on
their classification as follows

Fmancial habthnes at FYTPL

Financial habilittes are classified at FYTPL when the financial hability 15 either held for trading or it 1s
designated as at FVTPL

A financial habihity 1s classified as held for rading 1f

¢ 1t has been incurred principally for the purpose of repurchasing 1t in the near term, or

¢ on mtial recogmnon it 1s part of a portfoho of 1dentfied financial instruments that the company manages
together and has a recent actual pattern of short-term profit-taking, or

® t1s 4 denvative that 1s not designated and effective as a hedging instrument
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2 Sigmificant accounting policies (continued)
Fiancial habilities (continued)

A financial habihity other than a financial habihty held for trading may be designated as at FVTPL upon mmual
recogmtion 1f

® such designaton eliminates or sigmficantly reduces a measurement or recognition inconsistency that would
otherwise anse, or

* the financial habihity forms part of a group of financial assets or financal habilines or both, which s
managed and 1t performance 15 evaluated on a fair value basis, in accordance with the company's
documented nsk management or investment strategy, and information about the grouping s provided
ternally on that basis, or

¢ 1t forms part of a contract contaiming one or more embedded denvatives, and IAS 39 Financial Instruments
Recognition and Measurement permits the entire combined contract (asset or hability) to be designated as at
FVTPL

Financial habimes at FVTPL {continued)

Financial liabihties at FVTPL are stated at fair value, with any gains or losses ansmg on remeasurement
recognised 1n the income statement The net gain or loss recognised n the income statement incorporates any
interest paid on the financial hability and 15 included n the ‘other gains and losses” hine item n the income
statement Fair value 15 determined 1n the manner descnbed n note 17

Other financial habtlities

Other financial habilines, including borrowings, are imtially measured at fair value, net of transaction costs
Other financial habilites are subsequently measured at amortised cost using the effective interest method, with
interest expense recognised on an effective yield basis The effective interest method 15 a method of calculating
the amortised cost of a financial Liability and of allocating interest expense over the relevant pertod The
effective interest rate 1+ the rate that exdctly discounts estimated future cash payments through the expected life
of the financial Liability, or, where appropriate, a shorter penod, to the net carrying amount on 1ntial
recognition Gawns and losses are recognised i the income statement when the habilities are derecogmised as
well as through the amortisation process

Derecogmnon of financial habalines

The company derecogmses financial llabilities when, and only when, the company’s obhgations are discharged,
cancelled or expire

Provisions and contingencies

Provisions are recogmsed when the company has a present legal or constructive obligation, as a result of past
events, and 1 15 probable that an outflow of resources, that can reliably be estimated, will be required to settle
such an oblhigaton If the effect of the time value of money 1 matenal, provisions are determined by
discounting the expected future cash flows to net present value using an appropnale pre-tax discount rate that
reflects current market assessments of the time value of money and, where appropnate, the nsks specific to the
liabihty Unwinding of the discount 1s recognised 1n the income statement as a finance cost

Provisions are reviewed at each balance sheet date and are adjusted to reflect the current best esimate A
contingent hiability 1s disclosed where the existence of an obligation will only be confirmed by future events or
where the amount of the obligation cannot be measured rehably Contingent assets are not recogmsed, but are
disclosed where an mflow of economic benefits 1s probable In the normal course of business, contingent
habilities may anse from hitigation and other claims against the company
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2

Significant accounting policies (continued)

Onerous contracts and Off market contracts

Present obliganions ansing under onerous contracts and off market contracts are recogmsed and measured as
PIOVISIONS

An onerous contract 1s considered to exist where the company has a contract under which the unavoidable costs
of meeting the obligations under the contract exceed the economic benefits expected to be recerved under 1t

Upon acquisition of the Stanlow refinery the company became obliged to supply certain product at below
market rates for ten years, as a result the company has recogmsed a provision for 1ts supply under this off
market contract

In respect of provisions which are settled by way of an asset or assets that are other than cash

. to the extent that the company has assets that could be used to satisfy the habihity, the provision 1s
measured by reference to the carrying amount of the assets held on the company's batance sheet which could
be used to settle the hiability, and

e . f at the end of the reporting penod the hability exceeds the amount of the assets on hand, then the
shortfall 15 measured at the estimated cost to the company to produce the additional assets required to settle
the habihty

Tax

The tax expense represents the sum of current tax and deferred tax Current tax 1s provided on taxable income at
amounts expected to be pad or recovered, using the tax rates and laws that have been enacted or substantively
enacted by the balance sheet date

Deferred 1ax 15 provided, using the balance sheet method, on all temporary differences at the balance sheet date
between the tax bases of assets and habilities and their carrying amounts for financial reporting purposes

Deferred tax 15 recogmsed for all taxable temporary differences, except

e  where the deferred tax anses from the imtial recogmtion of goodwill or of an asset or hability 1n a
transaction that 1s not 4 business combination and, at the ttme of the transaction, affects neither the
accounting nor taxable profit or loss, or

¢  where the uming of the reversal of the temporary differences can be controlled and 1t 15 probable that the
temporary differences will not reverse 1n the foreseeable future

Deferred tax assets are recognised for all deductible temporary differences, unused tax credits carried forward
and unused tax losses, to the extent that it 1s probable that sufficient taxable profit will be available to allow all
or part of the assets to be recovered The carrying amount of deferred tax assets 15 reviewed at each balance
sheet date and 15 adjusted to the extent that 1t 15 no longer probabte that sufficient taxable profit will be available
to allow all or part of the asset to be recovered

Deferred tax assets and habihiies are measured at the tax rates that are expected to apply to the year when the
asset will be realised or the lability will be settled, based on tax rates and tax laws that have been enacted or
substantively enacted at the balance sheet date Unrecognised deferred income tax assets are reassessed at each
balance sheet date and are recogmsed to the extent that it has become probable that future taxable profit will
allow the deferred tax asset to be recovered
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2 Sigmificant accounting policies (continued)
Tax (contimued)

Current and deferred tax are recognised as an expense or mcome n the income statement, except when they
relate to items credited or debited directly to equity, 1n which case the tax 15 alse recognised directly 1in equity,
or where they anse from the immal accounting for a business combination In the case of a business
combtnation, the tax effect 1s taken into account in calculating goodwill or in determining the excess of the
acquirer’s interest 1n the net fair value of the acquiree’s wdenufiable assets, habiliies and contingent habihties
over the cost of the business combination

Retirement henefits

The company operates both defined benefit and defined contnbution schemes for 1ts employees as well as post
employment benefit plans For defined contribution schemes the amount charged as expense 15 the contrbutions
paid or payable when employees have rendered services entithing them to the contnbutions

For defined benefit pension and post employment benefit plans, full actuarial valuations are carmed out every
yvear end wsng the projected umt credit method Actuanial gains and losses arising during the year are
recogmsed in the statement of comprehensive income Past service cost 1s recogmsed immediately to the extent
that the benefits are already vested and otherwise 15 amortised on a straight lime basis over the average period
until the benefits become vested The employee benefit obligation recognmsed 1n the balance sheet represents the
present value of the defined benefit obhgation as reduced by the fair value of the related plan assets Any asset
resuling from this calculation 15 himited to the reductions in future contnibutions to the plan Detailed
disclosures about the defined benefit plan are made in note 25

Adoption of new and revised standards

At the date of authorisation of these financial statements, the following most sigmficant standards and
interpretations which have not been apphed in these financial statements were m 1ssue but not yet effective (and
in some cases had not yet been adopted by the EU)

¢ [FRS 9 Financial Instruments,

s IFRS 14 Regulatory Deferral Accounts,

+ IFRS 15 Revenue from Contracts with Customers,

* 1AS 27 (revised) Separate Financial Statements,

*« JAS 28 (revised) [nvestments in Associates and Joint Ventures

The Company 15 1n the process of considering the effects of IFRS 15 at this tume

The Company do not expect that the adoption of the standards listed above will have 4 material 1impact on the
financial statements of the company 1n future periods, except as follows

« IFRS 9 will impact both the measurement and classifications of Financial Instruments

Beyond the informanon above, 1t 15 not practicable to provide a reasonable estimate of the effect of these
standards untl a detaled review has been completed
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3

Critical accounting Jjudgements and key sources of estimation uncertainty

In the apphication of the company’s accounting policies, which are set out 1in note 2, the directors are required to
make judgements, estimates and assumptions about the carrying amounts of assets and habihties that are not
readily apparent from other sources The estimates and associated assumptions are based on historical
experience and on other factors that are considered to be relevant Actual result may differ from these estimates

These estimates and underlying assumptions are reviewed on an ongoing basis Revisions to accounting
estimates are recogmsed in the pertod 1n which the estmate 1s revised, 1If the revision affects only that peried, or
1n the period of revision and future perods 1f the revision affects both current and future periods

Gomng concern

The company monitors and manages closely its hquidity nsk In assessing the company’s going concern status,
the directors have taken account of the financial position of the company, anticipated futwre trading
performance, its bank and other facihties, its capital investment plans and forecast of gross refimng margins,
together with support previously provided by its parent company and the wider Essar Energy Group

A review of business performance, 1ts nisks and uncertainties (including 1n parucular the fluctuation of prices)
and a descnipuon of the company's imventory monetisation arrangement are set out wathin the Strategic report
A description of the company’s borrowing facilities as at 31 March 2015 15 included 1n note 14 to the financial
statements

The company extended its existing syndicated receivables financing arrangement to 24 June 2015, the
syndication being led by Barclays Bank Plc At 31 March 2015, receivables amounting to $137 9m (2014
$260m) were financed under the arrangement This was due to expire on 24 June 2015 and was for £149 2m
(approximately $230m) The Company has entered into an agreement on 19" June 2015 to replace 11y existing
syndicated receivables financing with a recetvable securitisation arrangement of £300m (8$475m) involving an
Assets Backed Commercial Paper conduit sponsored by Lloyds Bank pic for a period of three years This new
arrangement became effective on 23 June 2015

The Company wds also a party to an inventory monetarisation arrangement with Barclays Banks Plc providing
crude o1l under a just in time arrangement In Apnl 2014, Barclays Bank Plc 1sseed a public statemenr that 1t
was exiting the majonty of its global commodities business As a consequence, the company started discussions
with potential replacement providers and has entered nto an agreement on 19 June 2015 with J Aron &
Company (a subsichary of The Goldman Sachs Group, Inc ), similar to the arrangement with Barclays for a
penod of five years On termination of the Barclays arrangement on 23rd June 2015, the Company has bought
back the fimshed and intermediate preducts involved and then sold them to J Aron & Company Under the
arrangement the company can procure crude o1l from J Aren & Company on a similar just mn time basis This
new arrangement became effective on 23" June 2015
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3 Cntical accounting judgements and key sovrces of estimation uncertainty {continued)

Gong concern (continued)

The company has prepared a detailed annual business plan for the year ending 31 March 2016 and more long
term forecasts which mclude the penod to 30 Sepiember 2016 on the basis of the current business model and
after consideration of the nisks and uncertainties noted on pages 2 and 3  These business plans, the new
financing facihities noted above, actual performance to date and forecasts were used as the basis for assessing
the company's cash headroom and compliance with banking covenants The key assumptions of the business
plan and forecasts include gross refining margin per barrel based on forecasted pnices provided by a third party,
throughput forecast based on expected changes n configuration, current operating capacities, working capital
requrements based on forecast ol prices as well as management expenence Management has apphed
sensiuvities to these vanables, 1n particular to the gross margin and crude o1l prices which are subject to
external factors and can be volatile, and 1s satsfied that, after taking into account reasonably possible future
events, with successful replacement of the receivables financing and inventory monetisation arrangements (see
above) the company has sufficient resources 1n place for the foreseeable future

The Dtrectors have examined all available evidence including management’s forecasts for the business with
appropriate sensitivities and consideration of the company’s financial position The Directors have concluded
thdt 1n hght of the new financing facilines obtained m June 2015 and conversion nto equity of mtercompany
debt durning the financial year they are satisfied that adequate financial resources will continue to be made
available to the company so as to enable 1t to continue to trade as a going concern As a result, the directors
continue to adopt the going concern basis of accounting 1 the preparation of the company’s financial
statemnents

Deprectable lives

The company’s relevant non-current assets are depreciable over their estimated useful lives as set out above
Such lives are dependent upon an assessment of both the techmcal lives of the assets and also their hkely
economic lives based on factors including commodity prices, alternative sources of supply, relative efficiency
and operating costs Accordingly depreciable lives are reviewed annually using the best informanon available to
management

Impairment testng

Non-current assets are tested for unpairment when conditions suggest that there 1s a nsk of imparrment Where
impairment testing 15 carned out, management uses the best information available to assess the hikely cash
flows available to the relevant asset Key assumptions are inherently uncertain estimates and include
commodity prices, anticipated production costs, likely asset lives, the iming of granung of licenses and permts
and the relevant discount rates
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Critical accounting judgements and key sources of esimation uncertainty (continued)

Revenue and derecogmition of financial assets

A sale 15 usually recognmsed when utle and msurance nsk has passed to the customer, typically when they
receive delivery of the product However, due to the diffening factors in individual arrangements, each non-
standard transaction 15 assessed by management to conclude on the appropnate timing to recognise revenue
This may be subsequent to tegal title passing The company also only derecognises a financial asset when the
contractual nghts to the cash flows expire or when the asset 15 transferred and substantially all the rsks and
rewards of ownership pass In the case of the syndicated receivables 1n note 14 the related receivables were not
considered to have met the derecognitton critera through this arrangement In the case of a specific separate
arrangement regarding one customer the derecognition critena were considered met and so the debtor and
associated liability have been derecogmised

Recogmnion of inventory

The timing of when the company recogmses inventory on its balance sheet contains a degree of judgement The
majority of crude o1} was suppled during the period by a just-in-time supplier who held sigmficant levels of
crude inventory on site at the refinery in tanks that it leases from the company The supplier also made advance
payments for the delivery of certain finished product inventory on site at the refinery 1n tanks that it leased from
the company Management performed a detailed review of these arrangements on therr inception, encompassing
both legal and substantive aspects Management concluded that the crude inventory should be recorded on the
company’s balance sheet at the point at which 1t 1s drawn down from the tanks 1nto the refinery and that the
finished product wnventery in the tanks should be recorded on the company’s balance sheet following a
thorough consideration of when the risks and rewards of ownershup passed For products refined from crude,
although some of the related preducts have been legalty sold the company had access to the products which can
be delivered and sold to other counterparties  As such, that mminial legal sale does not give rise to the de-
recogmtion of the inventory 1n the books of the company Management momtor any changes to the legal and
substantive aspects of the arrangement to ensure that the recogmition points continue to be appropriate going
forward

Taxation

The tax charge 15 the sum of the total current and deferred tax charges The calculation of the total tax charge
mvolves estimation and judgement 1n respect of certain matters where the tax impact 1s uncertamn untl a
conclusion 15 reached with the tax authonty The final resoluton of some of these items may give nse to
matenal profits, losses andfor cash flows The recogmtion of deferred tax assets s based upon whether 1t 15
more Likely than not that there will be sufficient and suitable taxable profits against which to utilise the assets 1n
the future Judgement 1s required when determining probable future taxable profits, which are esthimated using
the latest available forecasts Prior to recording deferred tax assets for tax losses, tax law 1s considered to
determine the availlability of the losses to offset against the future taxable profits
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4

Revenue

An analysis of the company’s revenue 1s as follows

Year Year

ended ended

31 March 31 March

2018 2014

$m $m

Continmng operations

Sale of goods 74637 84316

Rendenng of services 1479 136 9

Other revenue 34 06

76150 8,569 1

Revenues of $2,928 7m (2014 $2,915 3m) and $762 5m (2014 $178 8m) arose from sales to the company's
two largest customers No other single customer contnibuted 10% or more to the company’s revenue 1n either

the current or prior year

{Loss)/profit for the year

Operating profit/ (loss) for the year has been arrived ai after charging / (crediing)

Inventones recogmsed as an expense

Depreciation of property, plant and equipment- owned

Depreciation of property, plant and equipment- leased

Amortisation of intangible assets

Gam on disposal of property, plant and equipment

Loss on retirement of property, plant and equipment

Business interruption insurance mcome

Qperating lease payments on land

Staff costs (note 6)

(Gamns)/ Losses on denvatives

Fees payable to the company’s auditor for the audit of the company's annual

accounts

Fees payable to the company’s auditor for other services to the company —
audst related assurance services

Other gains and losses for the year has been arnved at after charging/(crediung)

Impairment of property, plant and equipment
Property, plant and equipment insurance income

Year Year
ended ended
31 March 31 March
2015 2014
$m $m
6,704 9 7,849 9
654 527
10 10

20 19
(10 -

- 29

(74 6) (522)
45 59
1509 1514
(18 6) 141
04 04

00 01
Year Year
ended ended
31 March 31 March
2015 2014
$m $m

- 41

90 (27 8)
90) (23N
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6 Staff costs

The average monthly number of employees (including executive directors) was

Year Year
ended ended
31 March 31 March
2015 2014
Number Number
Production 933 975
Sales and distribution 21 21
Admmstration 39 42
993 1,038
Year Year
ended ended
31 March 31 March
2015 2014
$m $m
Their aggregate remuneration compnsed

Wages and salaries 1119 108 6
Social secunity costs 117 120
Defined contribunon pension costs (note 25) 23 19
Defined benefit pension costs (note 25) 250 289
150 9 1514

Details of directors’ remuneration borne by the company are disclosed 1n note 27

7 Finance income

Year Year
ended ended
31 March 31 March
2015 2014
$m $m
Interest on bank deposits 04 o7
04 ¢7
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8

Fmance costs

Interest on bank facihnes

Interest on related party loan (note 14)

Interest on obhiganons under finance leases
Bank charges

Interest on non-current trade payables (note 16)
Unwinding of discounts on provisions
Amornsation of finance fees

Tax

Current tax credit

Deferred tax (charge)/ credit (note 18)
Current year
Adjustment 1n respect of prior years

ESSAR OIL (UK) LIMITED

Year Year
ended ended
31 March 31 March
2015 2014
$m $m
29 39

- 162

22 22
69 46

16 -
54 58

18 18
208 345
Year Year
ended ended
31 March 31 March
2015 2014
$m $m
04 04
(187 310
(16) 24 1
(20 3) 551
(199) 555

Corporation tax 1s calculated at 21% (2014 23 0%) of the estimated taxable profit for the year Deferred tax
on losses generated in the year 1s recogmesed at the prevathing rate of 20% (2014 20%)
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10

Tax (continued)
The credit for the year can be reconciled to the profit/ (loss) per the income statement as follows

Year Year

ended ended

31 March 31 March

2015 2014

$m $m

Profit/(loss) before tax 896 (1767
Tax at the UK corporation tax rate of 21% (2014 23%) (18 8) 406
Tax effect of expenses that are not deductible 1n determimng taxable profit (08) (09
Effect of change n tax rate 09 33
Adjustment 1n respect of prnior years 12) 241
Tax (charge)/ credit for the year (19 9) 555

Finance Act 2013, which was substantively enacted mn July 2013, included provisions to reduce the rate of
corporation tax to 21% with effect from 1 Apnl 2014 and 20% with effect from 1 Apnl 2015 Deferred tax
balances have been recogmsed at the lower rate of 20% m these accounts To the extent that the deferred tax

reverses more quickly than this the impact on the net deferred tax asset will be reduced

Intangble assets

Cost
At 31 March 2013
Additions

At 31 March 2014
Additions

At 31 March 2015
Amortisation

At 31 March 2013
Charge for the year

At 31 March 2014
Charge for the year

At 31 March 2015

Carrying amount
At 31 March 2014

At 31 March 2015

The remamming amortisation penod for software as at 31 March 2015 15 on average 2 years

Software

$m

96
02

98
04

102

32
19
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11 Property, plant and equipment

Fixtures,
Land and  Plant and equipment Assets under
buildings machinery and vehicles construction Total
$m $m $m $m $m

Cost
At 31 March 2013 241 4773 21 689 5724
Additions 01 - 02 1909 1912
Transfers - 2006 (200 6} -
Retirements - (14 1} - - (14 1)
At 31 March 2014 242 663 8 23 592 749 5
Addiuons - - - 88 8 888
Transfers - 689 - (68 9) -
At 31 March 2015 24 2‘ 7327 23 791 838 3
Accumulated depreciation
At 31 March 2013 07 502 04 - 513
Impairments - 41 - - 41
Reurements - (112) - - (112)
Charge for the year 06 530 01 - 537
At 31 March 2014 13 96 1 (H) - 979
Charge for the year 04 659 01 - 66 4
At 31 March 2015 17 1620 06 - 164 3
Carrying amount
At 3] March 2014 229 5677 18 592 6516
At 31 March 2015 225 5707 17 791 6740

At 31 Muarch 2015, the company had contractual commitments for the acquisihon of property, plant and
equipment amounting to $20 6m (2014 $22 6m), of which $13 8m (2014 $12 5m) had been accrued for at
year end

The company’s obligations under finance leases (note 19} are secured by the lessors’ title to the leased assets
which have a carrying amount of $16 7m (2014 $17 7m) and are included within “Plant and machinery”
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12 Inventories
31 March 31 March
2015 2014
$m $m
Raw matenals 09 60
Materials 269 257
Fimshed and mntermediate goods 3477 4124
37535 444 1

13

Inventories with a carrying value of $260 5m (2014 $293 3m) have been pledged as secunty under the terms
of the inventory monetisation arrangement to Barclays Bank Plc (see note 26)

Trade and other receivables

31 March 31 March

2015 2014

$m $m
Trade receivables 406 2 652 8
Prepayments 363 169
4425 709 7

Trade recervables disclosed above are classified as loans and receivables and are measured at amortised cost

The average credit period taken on sales of goods 1s 21 days (2014 20 days) No interest was charged on the
recervables duning the year Allowances against doubtful debts are recogmsed aganst trade receivables based
on estimated irecoverable amounts determined by reference to past default experience of the counterparty
and an analysis of the counterparty’s current financial position 1f appropriate  There 15 no provision for bad
debts (2014 3nil)

Before accepting any new customer, the company uses an external credit scoring system to assess the
potennial customer’s credit quality and defines credit lumits by customer Lirmts and scoring attributed to
customers are regularly reviewed 99 3% (2014 97 9%} of the trade recervables at year end are neither past
due nor impaitred Refer note 17 for details of the trade receivable amounts owed by the company’s largest
customers

The company does not hold any collateral over any of 1its trade receivables nor does 1t have a legal nght of
offset against any amounts owed by the company to the counterparty It does however hold credit msurance
agamst the nsk of default by significant customers which excludes the first £25,000 or 5% of the outstanding
balance, whichever 1s the greater, for each customer

Trade receivables disclosed above include amounts forming part of the company’s syndicated receirvables
financing arrangement (see note 14)

31




ESSAR OIL (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2015

13

14

Trade and other receivables (continued)

Trade receivables disclosed above mclude amounts (see below for aged analysis) which are past due at the
reporting date but against which the company has not recogmsed an allowance for doubtful recervables
because there has not been a vigmficamt change in credit quality and the amounts are still considered
recoverable These receivables are overdue, on average, by 4 days (2014 6 days)

Ageing of past due but not impaired receivables
31 March 31 March

2015 2014

$m $m
1-60 days 32 14 4
60-90 days - 01
90-120 days - -
120 days and over - -
Total 32 145

There are no provisions held against trade receivables (2014 same) In determinmg the recoverabiity of a
trade receivable the company considers any change n the credit quakity of the trade receivable from the date
credit was imtrally granted up te the reporting date The concentration of credit nsk 1s imted due to the
customer base being unrelated and good credit ratings Accordingly, the directors believe that there 15 no
further credit provision required and that the maximum exposure to credit nisk 15 the carrying value of the
receivables

Borrowings
31 March 31 March
2015 2014
$m $m
Unsecured borrowing at amortised cost
Loans from related parties - 4175
Secured borrowing at amortised cost
Receivables financing arrangement 1379 2595
1379 6770
Total borrowings
Ameount due for settlement within 12 months 1379 2595
Amount due for settlement after 12 months - 417 5

An unsecured loan (2014 $417 5m) was received 1in October 2012 from Essar O1l (Cyprus) Ltd, a related
party (see note 27) In addition holding company Essar Energy Limited 1ssued intercompany debt of $35m to
the company 1n May and June 2014 This $35m, alongside the outstanding intercompany debt of $417 Sm due
to the immediate parent undertaking, Essar O1l (Cyprus) Limuted, has been converted inte equity through the
1ssue of 290,707,313 ordinary shares in December 2014 Ar this time, 1t was also agreed with Essar Onl
(Cyprus) Limuted to waive the accrued interest ($22 9m) due at 31 March 2014 which has been accounted for
as a capital contribution with the gain recorded through the statement of changes in equity In addition u was
agreed that no mterest would be charged during the period ended 31 March 2015 to the date of conversion
(note 8)
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Borrowings (continues)

On 24 July 2012 the company entered into a £330m (approximately $550m) syndicated multi-currency
receivables financing arrangement, the syndication being led by Barclays Bank Plc The facility agreement’s
term was for 24 months The company extended this arrangement and the current facility was due to expire on
24 June 2015 and was for £149 2m {approximately $230m}

The Company has agreed on 19 June 2015 to replace the facility with a receivable securitisation arrangement
of £300m ($475m) mvolving an Assets Backed Commercial Paper conduit sponsored by Lloyds Bank plc for
a period of three years

The weighted average interest rates paid dunng the year were as follows

Year Year

ended ended

31 March 31 March

2015 2014

Yo %

Bank loans 31 24
Related party loans - 48

Denvative financial instruments

31 March 31 March

2015 2014
$m $m
Frnancial assets carried at farr value through profit or loss
Dernvatives that are not designated 1n hedge accounting relationships
Foreign currency forwards 04 01
Commodity forwards swaps 24 09
Commodity forwards options - 01
28 11
Fnancial habthties carried at farr value through profit or loss
Denivatives that are not designated in hedge accounting relationships
Foreign currency swaps - (03)
Foreign currency forwards 0N 09
Commodity forwards swaps (104) 03
Commodity ferward options - 03
(111 (18)

Further details of derivative financial instruments are provided 1n note 17
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Trade and other payables

31 March 31 March

2015 2014
$m $m

Current
Trade payables 877 3312
Amounts payable to related parties 17 231
Accruals 703 514
VAT and excise duty 1859 278 2
Other creditors 29 1 49 4
3747 7333

Trade payables and accruals principally compnse amounts outstanding for trade purchases and ongoing costs
The average credit period taken for trade purchases 15 4 days (2014 14 days)

The directors constder that the carrying amount of trade and other payables approximates to therr fair value

31 March 31 March

2015 2014
$m $m

Non-current
Amounts payable to related parties 1116 -

Amounts payable to related parties compnse amounts outstanding arising from the purchase of crude o1l from
Essar Energy Overseas Limuted duning the year The amounts fall due on 31 July 2016 and attract interest of
2% per annum above pnme lending rate quoted by Citibank N A 1n New York, USA

Financial instruments

Capital risk management

The company manages Its capital to ensure that the company will be able to continue as a going concern while
maximising the return to stakeholders through the optimisation of the debt and equity balance The capital
structure of the company consists of net debt, which includes the borrowings disclosed 1n note 14 after
deducting cash and cash equivalents, and equity attnibutable to equity holders, compnising 1ssued capital, and
retained earnings as disclosed 1n notes 21 and 22

The company momtors capital using a gearing ratio, whrch 1s net debt divided by total capital plus net debt
The company includes within net debt, interest beanng loans and borrowings less cash and cash equivalents
and short term deposits Total equity includes equity attributable to the equity holders of the company

During the year the company converted a loan payable to Essar O1l (Cyprus) Limited into equity At the date
of conversion, the balance on the loan was $452 5m which was converted into 290,707,313 £1 ordinary

shares Subsequent to year end n June 2015 the company re-arranged 1ts current financing as set out 1n note
3
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17 Financial instruments {continued)
Gearing ratto

The gearing ratio at the year end 15 as follows

Debt
Cash and cash equivalents

Net debt
Equity

Total debt and equity

Net debt to equity ratio

ESSAR OIL (UK) LIMITED

31 March 31March
2015 2014

$m $m

157 1 696 6
(103 6) 939)
535 602 7
6369 1020
6904 704 7

8% 86%

Debt 15 defined as long and short term borrowings (excluding derivatives) as detailed in note 14 and amounts
due under finance leases Equity includes all capital and reserves of the company that are managed as capatal
Details of the significant accounting policies and methods adopted (including the critena for recogmuon, the
basis of measurement and the bases for recogmition of income and expenses} for each class of financial asset,
financial llability and equity istrument are disclosed 1n note 2

Categories of financial instruments

31 March 31 March
2015 2014
$m $m
Financial assets
Cash and bank balances (including cash and cash equivalents) 103 6 939
Fair value through profit and loss (FVTPL)

Denvatives designated at FVTPL 28 11
Receivables 406 2 692 8
Financial habilities
Fair value through profit and loss (FVTPL)

Derivatives designated at FVTPL 11 18
Borrowings 1379 6770
Payables 2301 4037
Finance leases 192 196

The company’s financial assets and habwlities are esumated at the amount at which the mnstrument could be

exchanged 1n a current transaction between willing parties, other than 1n a forced hquidation or sale
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Financial instruments (continued)
Fmancial risk management objectives

The company's Treasury and Econom:c, Planning & Scheduling (EPS) function provides services to the
business, co-ordinates access to domestic and nternational financial markets, monitors and manages the
financial risks relating to the operations of the company through internal nsk reports which analyses
exposures by degree and magmitude of nsks These nsks include market risk (including currency nsk and
price r1sk), credit risk, liquidity nisk and cash flow interest rate risk

The company seeks to mimmse the effects of these nsks by using denvative financial instruments to hedge
these nisk exposures The use of financial derivanves 1s governed by the company’s policies approved by the
board of directors, which provide written principles on vanious nisks, the use of financal denvatives and non-
denvative financial instruments, and the investment of excess hquidity Comphance with policies and
exposure limits 15 reviewed by Risk Management Committee on regular basis The internal auditors also
review the policies and compliance on a peniodic basis The company does not enter 1nto or trade financial
mstruments, mcluding derivative financial instruments, for speculative purposes

Market risk

The company’s activities expose 1t pnmarily to the financial nsks of changes 1n foreign currency exchange
rates, commodity prices and 1nterest rates (sce below) The company enters into a vanety of denvauve
financial instruments to manage its exposure to commodity pnces and foreign currency risk, including

* foreign exchange options to hedge the exchange rate risk arising on the export of goods to the Euro sone
and domestic sales made 1n the UK in GBP, and

* forward foreign exchange contracts to hedge the exchange rate nsk ansing on operational, capital
expenditure as well tax hiabilities due to HMRC

Foreign currency risk management

The company undertakes transactions denominated 1n foreign currencies, consequently exposures to exchange
rate fluctuations anse Exchange rate exposures are managed within approved policy parameters utilising
forward foreign exchange contracts

The carrying amounts of the company's foreign currency denominated monetary assets and monetary
habihiies ag the reporting date are as follows

Assets Liabihities
31 March 31 March 31 March 31 March
2015 2014 2015 2012
$m $m $m $m
Great British Pounds 441 6 708 0 (269 8) (446 9)
Euros 353 58 4 39 32)
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Financial instruments (continued)
Foreign currency sensutivity analysis

The company 1s mamly exposed to the currency of the o1l markets (US Dollar), the currency of the United
Kingdom (GBP) and that of the Euro zone (Euro)

The following table details the company’s sensiivity to a 5% increase 1n the strength of the US Dollar against
the relevant foreign currencies 5% 1s the sensitivity rate used when reporting foreign currency nisk nternally
to key management personnel and represents management’s assessment of the reasonably possible change 1n
foreign exchange rates The sensitivity analysis includes only outstanding foreign currency denominated
monetary items and adjusts their translation at the period end for a 5% change in foreign currency rates The
sensitivity analysis includes external loans as well as loans from other group undertakings A positive number
below mdicates an increase 1n profit (equity) and other equuty where the US Dollar strengthens 5% against the
relevant currency For a 5% weakenmg of the US Dollar against the relevant currency, there would be a
comparable impact on the profit and other equity, and the balances below would be positive

Sterting Impact Eure Impact

31 March 31 March 31 March 31 March

2015 2014 2015 2014

$m $m $m $m
Profit and loss (16 H™ (3 mW (16 Qg™
Other equity (04 (0 1y - -

(1} This 1s predominantly attnbutable to the exposure 10 oulstanding Sterling recervables and payables al the balance sheet date

(n)  This 1s the result of the changes in the actuanial valuaion of the company’s defined benelit pension scheme which 15 denomenated
m Sterling

(1) This 1s predominantly attributable to the exposure 10 outstanding Euro payables at the balance sheet date
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Financial instruments (continued)

Forward foreign exchange contracts

It 15 the policy of the company to enter into forward foreign exchange contracts to cover specific foreign
currency payments and receipts The company also enters into forward foreign exchange contracts to manage
the nsk associated with anticipated sales within 1 month and habihties out to 3 months within 5 per cent of
the exposure generated Basis adjustments are made to the carrying amounts of non-financial hedged 1tems
when the anticipated sale or purchase transaction takes place

The following tables detail the forward foreign currency (*FC’) contracts outstanding as at the yearend

Average
exchange rate Foreign currency Notional value Farr value

31 March 31 March 31 March 31 March 31 March 31 March 31 March 31 March

2015 2014 2015 2014 2015 2014 2015
GBPm GBPm $m $m $m
Sell GBP
Less than 3
months 1 4815 1 6584 1392 976 2064 161 8 (03 (10)
Buy GBP
Less than 3
months 1 4863 - 375 - 558 - on
1017 976 150 6 161 8§ (02) (1om
Average
exchange rate Foreign currency Notional value Fair value
31 March 31 March 31 March 31 March 31 March 31 March 31 March 31 March
2015 2014 2015 2014 2015 2014 2015
EURm EURm $m $m $m
Self EUR
Less than 3
months 1 0788 | 3803 167 507 180 700 01
Buy EUR
Less than 3
months - 1 3846 - 315 - 436 - 02)
167 192 180 264 01 1

The company has entered nto contracts to supply goods to customers 1 the UK and the Euro zone The
company has entered 1nto forward fereign exchange contracts (for terms not exceeding three months) to hedge
the exchange rate nsk ansing from these anticipated future transactions These contracts are not designated as
cashflow hedges

The company has sold goods to a number of customers 1n the United Kingdom and the Euro zone whose
currencies of GBP and Euros are receivable within one month of the year end, options to forward sell these
receivables have been made where there 15 no immediate requirement for the cash in the denominated
currency

With regard to the company’s payables forwards have been purchased for the company's expected currency
requirement
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Financial instruments (continued)

Interest rate nsk management

The company 15 exposed to interest rate risk because the company borrows funds at floating interest rates on
1s Bank loans (note 14) The nsk 1s managed by regularly reviewing the company's borrowing strategy
Hedging activities are evaluated regularly to align with interest rate views and defined nsk appetite, ensuning
the most cost-effective hedging strategies are apphed

The company’s exposures to interest rates on financial assets and financial habilities are detailed 1n the
hquidity risk management section of this note

Interest rate sensitivity analysis

The sensiivity analyses below have been deterruned based on the exposure to interest rates for both
denvatives and non-denvative mstruments at the balance sheet date For floating rate habilines, the analysis 1s
prepared assuming the amount of hability outstanding at the balance sheet date was cutstanding for the whole
period A 0 5% ncrease or decrease 15 used when reporting interest rate risk internally to key management
personnel and represents management’s assessment of the reasonably possible change 1 interest rates

If mterest rates had been 0 5% higher/lower and all other variables were held constant, the company’s profit/
(loss) (equity) for the year ended 31 March 2015 would crease/decrease by $0 4m (2014 33 4m) This 15
attributable to the company’s exposure to interest rates on 1ts variable rate borrowings

Commoduty price risk

The prices of refined petroleum products and crude oit are linked to the intemational prices The company’s
revenues, costs and inventories are exposed to the nsk of fluctuation n prices of crude ol and petroleum
products in the international markets

From time to time, the company uses commodity denvative instruments to hedge the price nisk of forecasted
transactions such as forecast crude oil purchases and refined product sales These derivative instruments are
considered economic hedges for which changes n their fair value are recorded in the consohdated 1ncome
statement The company operates a nsk management desk that uses hedging instruments to seek to reduce the
mmpact of market volatility 1n crude o1t and product prices on the company's profitaility To this end, the
company’s risk management desk uses a range of conventional ol price-related financial and commodity
denvative instruments such as futures, swaps and options that are available 1n the commodity denvanve
markets The denvative instruments used for hedging purposes typically do not expose the company to market
nsk because the change 1n their market value 15 usually offset by an equal and opposite change 1n the market
value of the underlymng asset, hability or transaction bemng hedged The company's open positions in
commodity dertvative instruments are monitored and managed on o daily basis to ensure compliance with 1ts
stated risk management policy which has been approved by the management
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Financial instruments (continued)

Commeodity price risk (continued)

Set out below 15 the impact of 10% increase or decrease 1n base crude and petroleumn product prices on
(loss)/profit before tax as a result of change in value of the company’s commodity denvative instruments

outstanding as at Balance sheet date

31 March 31 March

2015 2014
$m $m
Effect of 10% ncrease in prices on (loss)/profit before tax
Cracks 28) 06)
Crude ol 7N (55)
Petroleum products (02) 28
Effect of 10% decrease 1n prices on (loss)/profit before tax
Cracks 28 06
Crude ol 07 55
Petroleum products 02 28)

Cracks refers 1o the difference between the per barrel price of petroleum products and related cost of crude o1l
used for their production

Credit nisk management

Credit nsk refers to the nsk that the counterparty will default on its contractual obligations resulung n
financial loss to the company The company has adopted a policy of only dealing with creduworthy
counterparties and obtaiming sufficient collateral where appropriate, as a2 means of mitigaung the nsk of
financial loss from defaults The company only transacts with entities that have an above average credit
rating This information 15 supplied by independent rating agencies where available, and 1f not available, the
company uses other pubhicly available financial information and 1ts own trading records to rate its major
customers The company’s exposure and the credit ranngs of 1ty counterparties are continuously monitored
and the aggregate value of transactions concluded 1s spread amongst approved counterparties Credit exposure
15 controlled by counterparty himits that are reviewed regularly by company’s marketing and finance
department

Trade receivables consist of a large number of customers, spreqd across diverse industries and geographical
areas Ongoing credit evaluation 1s performed on the financial condition of accounts receivable

The company does not have any significant credit nisk exposure to any single counterparty or any group of
counterparties having simlar charactenstics The company defines counterparties as having simuilar
characteristics if they are related entities

Of the top 90% of the company’s customers by revenue, approximately 90% (2014 90%) of these are
compames whose own shares, or those of a parent, are traded on recogmsed exchanges, the remainder of the
customers bemng a mixture of larger UK 1independent companies and overseas owned companies At the
balance sheet date, the five largest trade receivables, by provider, accounted for 65% (2014 55%j} of the total
trade receivables balance of $406 2m (2014 $692 8m) and the largest individual balance was $120 3m (2014
$115 2m), which does not exceed 18% (2014 15%) of gross financial assets at the balance cheet date
Concentration of credit risk to any other counterparty did not exceed 12% (2014 14%) of gross financial
assets at the balance sheet date
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Financial instruments (continued}

Financial assets and other credit exposures

The credit nsk on hiquid funds and derivative financial 1nstruments 15 limited because the counterparties are
banks with high credit-ratings assigned by international credit-rating agencies

The carrying amount of financial assets recorded in the financial statements, which 15 net of impairment
losses, represents the company’s maxtmum exposure to credit nsk as no collateral or other credit
enhancements are held

The company also has a credit msurance policy in place to rmtigate the credit nsks Large customers with
good payment records have been given concession on occasion to take product where payments are m
process, hence at a point 1n tme some customers may exceed their credit limuts occasionally

Liquiduty sk management

Ultimate responsibility for hquidity nsk management rests with the board of diwrectors, which has established
an appropnate liquidity nsk management framework for the management of the company’s short, medium
and long-term funding and hiquidity management requirements The company manages hquidity risk by
mamtaining adequate reserves, banking facihties and reserve borrowing facihities, by continuously momtoring
forecast and actual cash flows, and by matching the matunty profiles of financial assets and liabihties
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Financial instruments (continued)

Liquiduy and interest risk tables

ESSAR OIL (UK) LIMITED

The following tables detaill the company’s remaimng contractual matunity for its non-denvative financial
liabiliies with agreed repayment periods The tables have been drawn up based on the undiscounted cash
flows of financial habilities based on the earhiest date on which the company can be required to pay The
tables include both nterest and principal cash flows To the extent that interest flows are floating rate, the
undiscounted amount 1s denved from interest rate curves at the balance sheet date The contractual matunty 1s
based on the earliest date on which the company may be required to pay

Weighted
average
effective
interest Less than 1-3 3 months
rate 1 month months tolyear 1-5years 5+ years Total
% $m $m $m $m $m $m
31 March 2015
Non-interest beanng
Trade and other
payables - 1185 - - - - 185
Interest bearing
Finance lease lability 112 02 04 18 96 282 402
Trade and other 525 - - 1195 - 1195
payables
Variable nterest rate 31 138 3 ) } ) 138 3
mstruments
1187 138 7 18 129 1 282 416 5
31 March 2014
Non-interest bearing
Trade and  other
payables - 4037 - - - - 4037
Interest bearing
Finance lease habitity 112 02 04 17 96 310 429
Related party loan 48 - - - 448 1 - 448 1
Varable interest rate 24 250 5 R R } ) 259 5
mstruments
663 4 04 17 4577 310 1,154 2
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Fmancial instruments {contmued)

Liquidity and interest risk tables (continued)

The following tables detail the company’s expected maturity for its non-denivative financial assets The tables
below have been drawn up based on the undiscounted contractual matunties of the financial assets meluding
interest that will be earned on those assets The inclusion of information on non-derivative financial assets 1s
necessary to understand the company’s hqudity nisk management as the hiquidity 15 managed on a net asset

and lLability basis

31 March 2015
Non-interest bearing

31 March 2014
Non-interest bearing

Less
than 1 1-3 3 months
month  months tol year 1-5years 5+ years Total
$m $m $m $m $m $m
5098 - - - 5098
Less
than 1 1-3 3 months
month months tolyear 1-5years 5+ years Total
$m $m $m $m $m $m
7867 - - - 7867
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Financial instruments (continued)

Liqudny and interest risk tables (continued)

ESSAR OIL (UK) LIMITED

The following table details the company’s hquidity analysis for 1ts derivative financial instruments based on
contractual matunues The table has been drawn up based on the undiscounted net cash inflows and outflows
on derivative instruments that settle on a net basis and the undiscounted gross inflows and outflows on those
dernivatives that require gross settlement When the amount payable or receivable 15 not fixed, the amount
disclosed has been deterrnuned by reference to the market rates on the balance sheet date

31 March 2015

Net setiled

Foreign exchange forward contracts
Foreign exchange swaps

Gross settled

Commodity swaps

Commodity options

31 March 2014

Net settled

Foreign exchange forward contracts
Foreign exchange swaps

Gross setiled

Commodity swaps

Commodity options

Financing facilities

Unsecured group borrowing facility
- Amount used
- Amount unused

Secured bank facilines for loans with various matunty dates through to
June 2015 and which may be extended by mutual agreement

- Amount used — cash
- Amount unused

Less than 1-3 3 months
1 month months to 1 year 1-Syears 5+ years Total
$m $m $m $m $m $m
04 - - - . 04
(07 - - - - 0N
(69) (35) 24 - - 80)
(72) 35 24 - - 83
08 - - - - 08
(03} - - - - 03)
- 02 04 - - 06
- 02) - - - 02)
(1 - 04 . . o7
31 March 31 March
2015 2014
$m $m
- 417 5
- 75
- 4250
1379 2595
336 2905
2215 550 0
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Financial instruments (continued)
Fair value of financial instruments
Far value of financial instruments carried at amorfised cost

The directors consider that the carrying amounts of financial assets and financial habilites recorded at
amortised cost 1n the finaneial statements approximate their fair values

Carrying amount Fair value
31 March 31 March 31 March 31 March
2015 2014 2015 2014
$m $m $m $m
Fmancial assets
Loans and receivables
- trade and other receivables 406 2 692 8 406 2 692 8
Financiral habihities
Financial habilities held at amortised cost
- bank loans at floating interest rate 1379 2595 1379 2595
- loans from related parties at floating interest
rate - 4175 - 4175
- trade and other payables 2301 403 7 2301 403 7

Valuation techniques and assumptions appled for the purposes of measuring fair value

The fair values of financial assets and financial liabilities {(excluding denvative mstruments) are determined n
accordance with generally accepted pricing models based on discounted cash flow analysis using prices from
observable current market transactions and dealer quotes for similar mstruments Other than denvatives and
lease habilities the carrying amounts approximate to their fair value due to their short term nature

Dernivative financial instruments

The fair values of denvative mstruments are calculated using inputs other than quoted prices that are
observable for the asset or habiliy, either directly (1e as prices) or indirectly (1e derived from prices)
Foreign currency forward contracts are measured using quoted forward exchange rates and yield curves
denved from quoted interest rates matching matunties of the contracts Commodity swaps are measured using
a forward curve based on quoted futures or forward prices and yield curves denved from quoted nterest rates
matching matunities of the contracts Commodiry options are measured using the same data as the commodity
swaps, but also uses a volatihty surface denved from quoted option volatihnes Interest rate swaps are
measured at the present value of future cash flows estimated and discounted based on the applicable yield
curves derived from quoted interest rates No denvanves are designated as hedges for the purposes of
financial reporting

Denvative financial assets and liabilimes are classified as Level 2 fair value measurements, as defined by
IFRS 7, being those derived from inputs other than quoted prices that are observable for the assets or habality,
erther directly (1 e price} or indirectly (1 ¢ denved from prices)
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Deferred tax

ESSAR OIL (UK) LIMITED

The following are the major deferred tax (habihines) and assets recogmsed by the company and movements
thereon during the current year and pnior penod

Accelerated  Retirement Short term Total
tax benefit Tax timing
depreciation  obhgations losses  differences
$m $m $m $m $m
At 31 March 2013 (337) 04) 229 118 06
(Charge)/ credt to income
statement (65) o1 636 2n 551
At 31 March 2014 (40 2) (03) 865 97 557
(Charge)/ credit to income
statement (note 9) {6 5) - (137 @1 20 3)
Credht to statement of
comprehensive 1ncome - 15 - - 15
At 31 March 2015 (46 7) 2 728 96 369

From reviewing the company’s cash flow forecasts, the directors are comfortable that the company has the
ability to recover the deferred tax asset m full aganst profits anticipated to be generated mn the foreseeable

future

Obhgations under finance leases

Minimum lease payments

Amounis payable under finance leases
Within one year

In the second to fifth years inclusive
After five years

Less future finance charges

Present value of lease obligations

31 March 31 March
2015 2014

$m $m

24 23

96 96

282 310

402 429

(21 0) 233)
192 196
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Obligations under finance leases (continued)

Present value of mimimum lease payments
31 March 31 March

2015 2014
$m $m
Amounts payable under finance leases
Within one year 24 23
In the second to fifth years inclusive 71 73
After five years 97 100
Present value of lease obligations 192 196
Analysed as:
Amounts due for settlement within 12 months (shown
under current habilinies) 24 23
Amounts due for settlement after 12 months 16 8 173
192 196

The average lease term 1s 17 years For the year ended 31 March 2015, the average effective borrowing rate
was 11 2% (2014 11 2%) Inierest rates are fixed at the contract date All leases are on a repayment basis
linked to the Retail Prices Index, the increase m costs as a result of these increases will be expensed as
meurred

All lease obligations are denomunated in sterling
The fair value of the group’s lease obligations 15 approximately equal to their carrying amount

The group’s obligations under finance leases are secured by the lessors’ rights over the leased assets disclosed
innote 11

Prowvisions
Product
supply Off market
contract contract Other Total
$m $m $m $m
Atl April 2014 220 48 6 - 706
Added dunng the year - - 15 15
Unwinding of discount - 54 - 54
Uuhisation of provision (22 0) 62) - (28 2)
At 31 March 2015 - 47 8 15 49 3
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Product
supply Off market
contract contract Other Total
$m $m $m $m
Analysed as*
Cusrent - 49 15 64
Non-current - 429 - 429

- 478 15 493

Product supply contract

Upon entering the inventory monetisation transaction with Barclays, the company became obliged to delhiver
product inventory to Barclays at the end of the contract 1in June 2015 To the extent that the valuation of the
product mnventory when measured at the reporting date exceeds the cash recetved a provision 15 recognised to
recognise the onerous commtment

Off market contract

Upon acquisition of the Stanlow refinery the company became obhiged to supply certamn product at below
market rates for ten years, as a result the company has recogmsed a provision for its supply under this off
market contract The provision will unwind as product 15 supphied under the contract

Other provision

During the year, the Environment Agency commenced Court proceedings in relation to two madents, one
relating to an airborne release from tank T4099 and another relating to discharge of ol into the Manchester
Ship Canal The company has made a provision of $1 5m n its financial statement in respect of these two
incidents

21 Share capital

31 March 31 March

2015 2014
$m $m
Called-up, issued and fully pard
442,102,375 ordinary shares of £1 each (2014 151,395,062
ardinary shares of £1 each) 694 1 2415

The company has one class of ordinary shares which carries no right to fixed income
During the year the company issued 290,707,313 ordinary shares to Essar Oil {Cyprus) Limited as

outstanding intercompany debt was converted into equity  This resulted 1n the company having 1ssued its
entire authonsed share capital of 442,102,375 ordinary shares to Essar Onl (Cyprus) Limited

22 Retamed deficit

$m
Atl Apnl 2014 (139 5)
Retained profit for the year 697
Debt to equity conversion 228
Other comprehensive loss for the year (6 6)

At 31 March 2015 (53 6)
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23 Notes to the cash flow statement

Profit/(loss) before tax for the year

Adjustments for

Finarice costs

Finance income

Depreciation of property. plant and equipment
Impairment of property, plant and equipment
Loss on reurement of property, plant and equpment
Gain on disposal of propenty, plant and equipment
Amortisation of intangible assets
{Decrease)/increase m provisions

Retirement benefit obhigations

Foreign exchange (gains)/losses

Operating cash flows before movements 1n working capital
Decrease m inventones

Decrease n receivables

Decrease n payables

{Decrease)increase 1n deferred revenue

Cash generated by operations

24 Operating lease arrangements

The company as lessor

ESSAR OIL (UK) LIMITED

Year Year
ended ended
31 March 31 March
2015 2014
$m $m
896 (176 6)
208 345
©4) ©7
664 537

- 41

- 29

(10} -
20 19
267) 25
08) -
40 4 5)
153 ¢ (82 2)
686 886
2736 46 7
2139 (223
(70 0) 21
2122 329

The company provides Barclays with storage services under the terms of the nventory monetsation
arrangements Storage income earned duning the year was $27 7m (2014 $26 4m) At the balance sheet date,
the company had contracted with Barclays for the following future minimum lease payments

Within one year
In the second to fifth years inclusive
After five years

Year Year
ended ended

31 March 31 March
2015 2014

$m $m

136 264

- 66

136 330
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5

The company as lessee

Year Year
ended ended
31 March 31 March
2015 2014
$m $m
Mimmum lease payments under operating leases recogmsed in
income statement for the year 45 59

At the balance sheet date, the company had outstanding commatments for future mimmum lease payments
under non-cancellable operating leases for land, which fali due as follows

Year Year

ended ended

31 March 31 March

2015 2014

$m $m

Within one year 35 34
In the second to fifth years inclusive 157 153
After five years 716 776
90 8 963

Retirement benefit schemes

Defined contribution schemes

The company operates defined contnbution retirement benefit schemes for all qualifying employees at 1ts
Stanlow manufacturing complex The assets of the schemes are held separately from those of the company n
funds under the control of trustees

The total cost charged to income of $2 3m (2014 $1 9m) represents contributions payable to the scheme by
the company at rates specified 1n the rules of the plan As at 31 March 2015, contributions of $ml (2014
$0 2m) due in respect of the current reporting pertod had not been paid over to the schemes

Defined benefit schemes

The company operates defined benefit schemes for qualifying employees Under the scheme, the employees
are entitled to a muluple (depending on the joimng date) to pensionable salary muluplied by number of years
served on attatnment of a retrement age of 60 or 65 depending when the 1ndividual joined the scheme No
other post-retirement benefits are provided The schemes are funded schemes

The most recent actuanal valuations of plan assets and the present value of the defined benefit obligation were
carried out at 31 March 2015 by Mr Ryan Markham, Fellow of the Institute of Actuanes and member of
Hymans Robertson LLP The present value of the defined benefit obligation, the related current service cost
and past service costs were measured using the projected umt credit method
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25 Retirement benefit schemes (continued)

ESSAR OIL (UK) LIMITED

The projected unit credit method 1s an accrued benefits valuation method tn which the scheme habilities make
allowance for projected earmings The accumulated benefit obligation (ABO) 1s an actuanal measure of the
present value for service already rendered but differs from the projected unit credit method in that it includes
no assumptions for future salary increases At the balance sheet date the gross accumulated benefit obligation

was $122 9m (2014 589 Im)

Key assumptions used
Discount rate

Expected return on scheme assets

Expected rate of salary increases
Future pension increases
Inflation

Mortality assumptions.

Valuation at

31 March 31 March
2015 2014

% %

35 44

35 44

30 33

31 33

31 33

Investigations have been carmed out within the past three years into the mortality expenence of the company's
defined benefit schemes These invesugations concluded that the current mortality assumptions nclude
sufficient allowance for future improvements in mortality rates The assumed life expectatons on retirement

at age 65 are

Retiring today
Male member
Female member

Retiring in 15 years
Male member
Female member

Valuation at

31 March 31 March
2015 2014
Years Years
227 225

252 251

247 24 6

273 271

The sensitivities regarding the principal assumptions used to measure the scheme habilities are set out below

Assumption

Discount rate
Rate of inflation
Rate of alary growth

Rate of mortality

Change 1n assumption

Increase/decrease by 00 5%
Increase/decrease by 0 5%
Increase/decrease by | 0 %

Increase by 1 year

Impact on scheme habtlities

Decrease/increase by 156 %
Increase/decrease by 107 %
Increase/decrease by 10 5 %

Increase by 3 0%
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Retirement benefit scheme (continued)

Amounts recogmsed in income 1n respect of these defined benefit schemes are as follows

31 March 31 March

2015 2014

$m $m

Current service cost 257 296
Interest cost 34 22
Expected return on scheme assets @1 (VAY)]
250 289

The expense for the year of $25 0m (2014 $28 9m) has been mcluded 1 the income statement 1n cost of

sales Actuarial gamns and losses have been reported in other comprehensive income

The actual return on scheme assets was $11 4m (2014 $1 3m)

The amount included 1n the balance sheet arising from the group’s obligations 1n respect of its defined benefit

retirement benefit schemes is as follows

31 March 31 March
2015 2014
$m $m
Present value of defined benefit obhigations (1229) 89 1)
Fair value of scheme assets 1171 906
(Deficit)/Surplus in scheme and asset recognised 1n the balance sheet (58) 15
Movements in the present value of defined benefit obligations were as follows
31 March 3 March
2015 2014
$m $m
At start of the year 891 511
Service cost 257 296
Interest cost 34 22
Actuartal gains and losses 153 (13)
Exchange fluctuation (10 0y 63
Benefits paid 06) 12
At end of the year 1229 891
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25 Retirement benefit scheme (continued)

Movements in the fair value of scheme assets were as follows
31 March 31 March

2015 2014

$m £m

At start of the year 90 6 528
Expected remurn on scheme assets 41 29
Actuanal gains and losses 72 (15)
Contributions 259 28 8
Exchange fluctuation (e 64
Benefits paid {0 6) 12
Atend of the year 1171 906

The analysis of the scheme assets and the expected rate of return at the balance sheet date 15 as follows

Expected return Fair value of assets
2015 2014 2015 2014
% % $m $m
Debt instruments 35 44 873 628
Investment funds 35 44 272 250
Cash and cash equivalents 35 44 26 28

The rate of return 1s based vpon the gross redemption AA+ rated Corporate Bonds FT Index

In conjunction with the trustees, the company has conducted an asset-lhability review for its defined benefit
pension scheme The results of this review are used to assist the trustees and the company to determine the
optimal long-term asset allocation with regard to the structure of the liabilities of the scheme They are also
used to assist the trustees 1n managing the volaulity in the underlying investment performance and nsk of a
sigmficant increase 1n the defined benefit deficit by provicing information used to determune the scheme’s
investment strategy

As a consequence, the company has an emphasis on a close return matching of scheme assets and habilines,
both to ensure the long-term security of our defined benefit commutment and to reduce earmings and balance
sheet volatility, by increasing our investment 1n bonds to 99 per cent of the asset portfolio

The history of experience adjustments 15 as follows

2015 2014

$m $m

Present value of defined benefit obligations 1229 891
Fair value of scheme assets 1171 906
(Deficit)/Surplus 1n the scheme (58) 135
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Retirement benefit scheme (continued)

The estimated amounts of contributions expected to be paid to the scheme dunng the 2015/16 financial year 15
$23 8m (2014/15 $25 7m)

The most recent trienmal valuation of the company’s pension scheme for funding purposes was performed n
2012 The group will monttor funding levels annually and the funding schedule will be reviewed between the
group and the trustees every three years, based on actuarial valuations The next tnenmal valuation 1s due o
be completed at 31 March 2015 The Group considers that the contribution rates agreed with the trustees are
sufficient to avoid the scheme going into a deficit

Based on the latest actuarial valuation, the company and the trustees have agreed the following funding
objectives

. to set contribunions so that the scheme does not enter a deficit position, and
. to meet the habilities of the defined benefit scheme 1n the event that the plan 1s wound up

The levels of contnibutions are based on the current service cost and the expected future cash flows of the
defined benefit scheme The company estimates the scheme labilities on average to fall due over 21 years

Deferred revenue

31 March 31 March

2015 2014

$m $m

Advance payments received related to product sales 2825 3508
Deferred income related to service contracts 55 72
288 0 3580

The company has recerved advance payments for the delivery of certain product under the terms of the
mventory monetisation arrangement with Barclays Bank Plc The timing of the transfer of certain product
mventory was onginally scheduled for 24th January 2013, but later revised to 24th June 2015 based on mutual
agreement between the parties  This has been re-arranged subsequent to the year-end 1n June 2015 as set out
mnote 3
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27 Related party transactions

Loans from related parties

Non-current
Loans from Essar Onl (Cyprus) Ltd

ESSAR OIL (UK) LIMITED

31 March 31 March
2015 2014

$m $m

- 417 5

In December 2014, the pnincipal of the loan due to Essar O1l {Cyprus) Ltd was settled by the company 1ssuing
Ordinary shares 1n favour of Essar il (Cyprus) Ltd For detail, please refer to note 14

Other transactions

Certain Essar group companies provided shared services to the company as follows

Services purchased Payables
Year ended Year ended 31 March 31 March
31 March 31 March 2015 2014
2015 2014 $m $m
$m $m
Essar Projects Linited 26 36 01 02
Aegis Limited 09 18 - 01
Essar Projects (UK) Limited - 02 - -
Essar Projects (India) Limited - 01 - -
Futura Limted 01 01 - -
Essar Services Capnial UK Lirmted - - - 01
Essar Steel India Limited 04 - - -
Essar Energy Overseas Limuted (note 16) 2458 - 1116 -
The company pard expenses on behalf of certain Essar group companies as follows
Expenses paid Receivables
Year ended  Year ended 31 March 31 March
31 March 31 March 2015 2014
2015 2014 $m $m
$m $m
Essar Energy Services (UK} Limited 03 02 01 02
Essar O1] Limited 04 - - -
Essar Global Services Limited - 02 08 01
Essar Energy Services (Mauntius) Limuted 70 20 - -

The above transactions were carned out on an arm’s length basis
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Related party transactions (confinued)
Remuneration of key management personnel

The remuneratcn of the directors, who are the key management personnel of the company, s set out below 1n
aggregate for each of the relevant categones specified 10 IAS 24 Related Party Disclosures

Year ended Year ended
31 March 31 March

2015 2014

$m $m

Short-term employee benefits 19 31
Post-employment benefits 01 01
20 32

The highest pad director earned §1 4m (2014 $1 7m) 1n short-term employee benefits during the year He
participated 1 the defined contnbution pension scheme and the company made a contribution of $0 Im
(2014 $0 1m) nto the scheme

During the year two directors (2014 2) participated 1n the defined benefit pension scheme

Controlling party

The ultimate parent company of Essar i1l (UK) Limited 1s Essar Global Fund Limited, a company
incorporated 1n the Cayman Islands, whose controlhing parties are the Virgo Trust and the Tnton Trust,
discretionary trusts, whose beneficianes include, among others, companies whose controlling shareholders are
Mr Ravi Rwia and Mr Prashant Rura

At 31 March 2015 the immediate parent company was Essar O1l (Cyprus) Limited a company incorporated 1n
Cyprus The smallest and largest group mto which these accounts are consohdated 15 Essar Energy Limtited a
company mcorporated in the United Kingdom Copies of the financial statements of Essar Energy Limited are
available from the registered office at 2*° Floor, East Wing, Lansdowne House, 57 Berkeley Square, London
W1] 6ER

In July 2014, Essar Energy Plc delisted from the London Stock Exchange and re-registered as Essar Energy
Limited, a private himited company

Post Balance sheet event

As disclosed 1n note 3 mn April 2014, Barclays Bank Ple 1ssued a pubhc statement that 1t was exiting the
majority of 1ts global commodities business As a consequence, the company started discussions with
potential replacement providers and has agreed m June 2015 an inventory monetisation arrangement with J
Aron & Company (a subsidiary of The Goldman Sachs Group, Inc), similar to the arrangement with
Barclays On termination of the Barclays arrangement in June 2015 the Company has bought back the
fimshed and intermediate products 1nvolved and then sold them to J Aron & Company Under the
arrangement the company procures crude o1l from J Aron & Company on a stmilar just in time basis

In addition as disclosed 1n note 3, the Company also replaced 1n June 2015 1ts existing syndicated receivables
financing arrangement with a receivable secunitisation arrangement of £300m ($475m} mvolving an Assets
Backed Commercial Paper conduit sponsored by Lloyds Bank plc
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