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Independent Auditor’s Report
To the Shareholder of
Reliance Exploration & Production DMCC
Dubai, U.A.E.
Report on the financial statements
We have audited the accompanying financial statements of Reliance Exploration & Production DMCC (“the Company”) which
comprise the statement of financial position as at 31 December 2015, the statements of profit or loss and other comprehensive
income, changes in equity and cash flows for the year then ended, and a summary of significant accounting policies and other
explanatory information.
Management’s responsibility for the financial statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance with International
Financial Reporting Standards, and for such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.
Auditor’s responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance
with International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant
to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the financial statements present fairly in all material respects, the financial position of the Company as at 31
December 2015, and of its financial performance and its cash flows for the year then ended in accordance with International
Financial Reporting Standards.
Emphasis of matters
We draw attention to the following:
1.

As stated in note 3 to the financial statements, under the ‘Basis of preparation’, the Company incurred a loss of USD 3,206,822
for the year ended 31 December 2015 (2014: USD 2,870,160) and its current liabilities exceeded its current assets by USD
2,937,969 as at 31 December 2015 (2014: USD 617,474). The financial statements have been prepared on a going concern
basis and this depends on the continuing financial support of the shareholder. In the absence of such support, this basis would
be invalid and adjustments would have to be made to reduce the statement of financial position values of assets to their
recoverable amounts, to provide for further liabilities that might arise and to reclassify non-current assets and liabilities as
current assets and liabilities, respectively.

2.

As stated in note 4.2.6 to the financial statements, during 2015, management has performed a detailed impairment assessment
on exploration and evaluation assets relating to Peru Block 39 in accordance with the criteria and guidance set out in IFRS 6
Exploration for and evaluation of mineral resources. Management is satisfied that no impairment should be recognised as at
31 December 2015.
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3.

As stated in note 17.2 (ii) to the financial statements, there is uncertainty related to the outcome of the arbitration proceedings
filed by the Company against the Republic of Yemen, represented by the Yemeni Ministry of Oil and Minerals, consequent to
the force majeure event.

4.

We draw attention to the fact that these are the separate financial statements of Reliance Exploration & Production DMCC
which have been prepared to comply with the requirements of Section 136 of the Indian Companies Act, 2013. A separate
report will be issued on the consolidated financial statements of Reliance Exploration & Production DMCC

Our opinion is not qualified in respect of the above matters.
Report on other legal and regulatory requirements
Also, in our opinion, all necessary books and records were maintained in accordance with the provisions of Implementing
Regulations 1/3 issued by the Dubai Multi Commodities Centre.

Deloitte & Touche
Abu Dhabi-U.A.E.
7 April 2016
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Statement of financial position as at 31 December 2015

Notes

2015
USD

2014
USD

ASSETS
Non-current assets
Furniture and equipment

5

124,076

141,254

Intangible assets

6

19,004,024

18,795,720

Investments in subsidiaries

7

79,496,172

79,496,172

98,624,272

98,433,146

-

222,000

Total non-current assets
Current assets
Inventories
Accounts receivable and prepayments

1,158,193

804,401

Due from related parties

13.1

8

315,253

3,541,215

Cash and bank balances

9

324,889

207,273

1,798,335

4,774,889

100,422,607

103,208,035

Total current assets
Total assets
EQUITY AND LIABILITIES
Equity
Share capital

10

47,985,402

47,985,402

Preference share capital

10

399,160,057

399,160,057

Share application money

10

1,100,000

-

(352,639,731)

(349,432,909)

95,605,728

97,712,550

11

80,575

103,122

13.1

634,971

691,137

4,101,333

4,701,226

4,736,304

5,392,363

Accumulated losses
Total equity
Non-current liability
Provision for employees’ end of service benefit
Current liabilities
Due to a related party
Accounts payable and accruals
Total current liabilities
Total liabilities
Total equity and liabilities

12

4,816,879

5,495,485

100,422,607

103,208,035

These financial statements were approved and authorised for issue by the Board of Directors on 7 April 2016 and were signed for
and on their behalf by:

Sairam Vengatraman
Director

The accompanying notes form an integral part of these financial statements.
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Statement of profit or loss and other comprehensive income for the year ended
31 December 2015
Notes
Other income
Other expenses

14
13.2

2015
USD

2014
USD

286,124

733,662

(213,236)

(918,391)

General and administrative expenses

15

(2,959,734)

(1,903,659)

Impairment of exploration and evaluation assets

6

(174,587)

(466,290)

(143,350)

-

(2,039)

(315,482)

(3,206,822)

(2,870,160)

-

-

(3,206,822)

(2,870,160)

Impairment loss on inventory write-down
Finance costs
Loss for the year
Other comprehensive income
Total comprehensive loss for the year

The accompanying notes form an integral part of these financial statements.
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Statement of changes in equity for the year ended 31 December 2015

Share
capital
USD

Preference
share capital
USD

Share
application
money
USD

Accumulated
losses
USD

Net
equity
USD

47,985,402

390,060,057

-

(346,562,749)

91,482,710

Total comprehensive loss for
the year

-

-

-

(2,870,160)

(2,870,160)

Share application money
received (note 13.3)

-

-

9,850,000

-

9,850,000

Share application money
returned (note 13.3)

-

-

(750,000)

-

(750,000)

Preference share issued from
share application money
(note 10)

-

9,100,000

(9,100,000)

-

-

47,985,402

399,160,057

-

(349,432,909)

97,712,550

Total comprehensive loss for
the year

-

-

-

(3,206,822)

(3,206,822)

Share application money
received (note 13.3)

-

-

1,100,000

-

1,100,000

47,985,402

399,160,057

1,100,000

(352,639,731)

95,605,728

Balance at 1 January 2014

Balance at 1 January 2015

Balance at 31 December 2015

The accompanying notes form an integral part of these financial statements.
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Statement of cash flows for the year ended 31 December 2015
2015
USD

2014
USD

(3,206,822)

(2,870,160)

174,587
143,350
40,649
25,994
(6,055)
(280,069)

466,290
28,690
18,435
462,696
311,194
2,014
(33,079)
(438,436)

Operating cash flows before movements in working capital
Change in inventories
Change in accounts receivable and prepayments
Change in due from related parties
Change in due to a related party
Change in accounts payable and accruals

(3,108,366)
78,650
(353,792)
(20,033)
(56,166)
(131,843)

(2,052,356)
550,000
12,649,479
(44,099)
(7,606,473)

Cash (used in)/ generated from operating activities
Employees’ end of service benefit paid
Interest paid

(3,591,550)
(48,541)
-

3,496,551
(509,309)

Net cash (used in)/generated from operating activities

(3,640,091)

2,987,242

Cash flows from investing activities
Change in due from a related party
Proceeds on disposal of furniture and equipment
Payments for purchase of furniture and equipment
Payment of tax on disposal of exploration and evaluation assets
Payments for exploration and evaluation assets
Proceeds on disposal of exploration and evaluation assets

3,245,995
8,746
(26,162)
(134,417)
(436,455)
-

(3,412,494)
(118,241)
(95,000)
(1,569,019)
6,139,530

Net cash generated from investing activities

2,657,707

944,776

Cash flows from financing activities
Share application money received from a related party
Repayment of loan from a related party
Share application money returned to a related party

1,100,000
-

9,850,000
(13,100,000)
(750,000)

Net cash generated from/(used in) financing activities

1,100,000

(4,000,000)

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

117,616
207,273

(67,982)
275,255

Cash and cash equivalents at the end of the year (note 9)

324,889

207,273

Cash flows from operating activities
Loss for the year
Adjustments for:
Impairment of exploration and evaluation assets
Impairment loss on inventory write-down
Depreciation of furniture and equipment
Employees’ end of service benefit charge
Impairment losses in other receivables and deposits
Interest expense
Loss on furniture and equipment written off
Gain on disposal of exploration and evaluation assets, net
Gain on disposal of furniture and equipment
Reversal of accruals

The accompanying notes form an integral part of these financial statements.
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Notes to the financial statements
for the year ended 31 December 2016
1

Legal status and principal activities
Reliance Exploration & Production DMCC (“the Company”) is a limited liability company registered in Dubai Multi
Commodities Centre (“DMCC”) under the DMCC company regulations No. 1/03. The Company was incorporated on 6
December 2006. The Company is engaged in the business of well drilling, oil and natural gas development abroad, onshore
and offshore oil and gas field services and repairing oil and natural gas well equipment abroad.
The Company is a wholly owned subsidiary of Reliance Industrial Investments and Holdings Limited (“RIIHL”), an entity
incorporated in India. RIIHL is a wholly owned subsidiary of Reliance Industries Limited (“RIL”).
The registered office of the Company is located at Unit No. 1801-A, Plot No. JLT-PH2-YIA, Jumeirah Lakes Towers,
Dubai, United Arab Emirates (“UAE”).
Business activities
The Company’s assets primarily include working interests in oil and gas blocks situated in the Republic of Yemen and Peru.
Country

Block Name

Working interest
2015

2014

Remarks

Area (in sq. km)
7,016
6,894

Republic of Yemen*

Block 34
Block 37

-

70%
70%

Operator
Operator

Peru**

Block 39

10%

10%

Non-operator

865

* Production Sharing Agreements (PSAs) for Yemen Blocks 34 and 37 have been terminated on 5 October 2015.
** On 9 March 2016, the application for the renewal of license on the remaining exploratory area in Peru Block 39 was
denied by Perupetro S.A., a state company on behalf of the Peruvian State. On 21 March 2016, the application for further
extension of 2.5 years on the discovered area in Peru Block 39 was submitted to Perupetro S.A.
Total area of Peru Block 39 is 7,451 sq. km, however, after the rejection on exploratory area discussed above, only the
discovered area of 865 sq. km has been left. Final confirmation on this remaining discovered area is yet to be received from
Perupetro S.A.
2

Application of new and revised International Financial Reporting Standards (IFRSs)

2.1

New and revised IFRSs applied with no material effect on the financial statements
The following new and revised IFRSs, which became effective for annual periods beginning on or after 1 January 2015,
have been applied in these financial statements. The application of these revised IFRSs has not had any material impact on
the amounts reported for the current and prior years but may affect the accounting for future transactions or arrangements.
• Annual Improvements to IFRSs 2011 - 2013 Cycle that includes amendments to IFRS 1, IFRS 3, IFRS 13 and IAS 40.
• Amendments to IAS 19 Employee Benefits to clarify the requirements that relate to how contributions from employees or
third parties that are linked to service should be attributed to periods of service.
• Annual Improvements to IFRSs 2010 - 2012 Cycle that includes amendments to IFRS 2, IFRS 3, IFRS 8, IFRS 13, IAS
16, IAS 24 and IAS 38.
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Notes to the financial statements
for the year ended 31 December 2016 (continued)
2

Application of new and revised International Financial Reporting Standards (IFRSs) (continued)

2.2

New and revised IFRSs in issue but not yet effective
The Company has not yet applied the following new and revised IFRSs that have been issued but are not yet effective:

New and revised IFRSs

Effective for
annual periods
beginning on or after

IFRS 14 Regulatory Deferral Accounts

1 January 2016

Amendments to IAS 1 Presentation of Financial Statements relating to disclosure initiative

1 January 2016

Amendments to IFRS 11 Joint arrangements relating to accounting for acquisitions of interests
in joint operations

1 January 2016

Amendments to IAS 16 Property, Plant and Equipment and IAS 38 Intangible Assets relating
to clarification of acceptable methods of depreciation and amortisation

1 January 2016

Amendments to IAS 16 Property, Plant and Equipment and IAS 41 Agriculture relating to
bearer plants

1 January 2016

Amendments to IAS 27 Separate Financial Statements relating to accounting investments
in subsidiaries, joint ventures and associates to be optionally accounted for using the equity
method in separate financial statements

1 January 2016

Amendments to IFRS 10 Consolidated Financial Statements, IFRS 12 Disclosure of Interests
in Other Entities and IAS 28 Investment in Associates and Joint Ventures relating to applying
the consolidation exception for investment entities

1 January 2016

Annual Improvements to IFRSs 2012 - 2014 Cycle covering amendments to IFRS 5, IFRS 7,
IAS 19 and IAS 34

1 January 2016

IFRS 9 Financial Instruments (revised versions in 2009, 2010, 2013 and 2014)

1 January 2018

IFRS 9 issued in November 2009 introduced new requirements for the classification and
measurement of financial assets. IFRS 9 was subsequently amended in October 2010 to include
requirements for the classification and measurement of financial liabilities and for derecognition,
and in November 2013 to include the new requirements for general hedge accounting. Another
revised version of IFRS 9 was issued in July 2014 mainly to include a) impairment requirements
for financial assets and b) limited amendments to the classification and measurement
requirements by introducing a ‘fair value through other comprehensive income’ (FVTOCI)
measurement category for certain simple debt instruments.
A finalised version of IFRS 9 which contains accounting requirements for financial instruments,
replacing IAS 39 Financial Instruments: Recognition and Measurement. The standard contains
requirements in the following areas:
• Classification and measurement: Financial assets are classified by reference to the business
model within which they are held and their contractual cash flow characteristics. The 2014
version of IFRS 9 introduces a ‘fair value through other comprehensive income’ category
for certain debt instruments. Financial liabilities are classified in a similar manner to under
IAS 39, however there are differences in the requirements applying to the measurement of
an entity’s own credit risk.
• Impairment: The 2014 version of IFRS 9 introduces an ‘expected credit loss’ model for the
measurement of the impairment of financial assets, so it is no longer necessary for a credit
event to have occurred before a credit loss is recognised.
• Hedge accounting: Introduces a new hedge accounting model that is designed to be more
closely aligned with how entities undertake risk management activities when hedging financial
and non-financial risk exposures.
• Derecognition: The requirements for the derecognition of financial assets and liabilities
are carried forward from IAS 39.
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Notes to the financial statements
for the year ended 31 December 2016 (continued)
2

Application of new and revised International Financial Reporting Standards (IFRSs) (continued)

2.2

New and revised IFRSs in issue but not yet effective (continued)

New and revised IFRSs
Amendments to IFRS 7 Financial Instruments: Disclosures relating to disclosures about the
initial application of IFRS 9

Effective for
annual periods
beginning on or after
When IFRS 9 is first
applied

IFRS 7 Financial Instruments: Disclosures relating to the additional hedge accounting
disclosures (and consequential amendments) resulting from the introduction of the hedge
accounting chapter in IFRS 9

When IFRS 9 is first
applied

IFRS 15 Revenue from Contracts with Customers

1 January 2018

In May 2014, IFRS 15 was issued which established a single comprehensive model for entities
to use in accounting for revenue arising from contracts with customers. IFRS 15 will supersede
the current revenue recognition guidance including IAS 18 Revenue, IAS 11 Construction
Contracts and the related interpretations when it becomes effective.
The core principle of IFRS 15 is that an entity should recognise revenue to depict the transfer
of promised goods or services to customers in an amount that reflects the consideration to
which the entity expects to be entitled in exchange for those goods or services. Specifically, the
standard introduces a 5-step approach to revenue recognition:
• Step 1: Identify the contract(s) with a customer.
• Step 2: Identify the performance obligations in the contract.
• Step 3: Determine the transaction price.
• Step 4: Allocate the transaction price to the performance obligations in the contract.
• Step 5: Recognise revenue when (or as) the entity satisfies a performance obligation.
Under IFRS 15, an entity recognises when (or as) a performance obligation is satisfied, i.e.
when ‘control’ of the goods or services underlying the particular performance obligation is
transferred to the customer. Far more prescriptive guidance has been added in IFRS 15 to deal
with specific scenarios. Furthermore, extensive disclosures are required by IFRS 15.
IFRS 16 Leases

1 January 2019

IFRS 16 specifies how an IFRS reporter will recognise, measure, present and disclose leases.
The standard provides a single lessee accounting model, requiring lessees to recognise assets
and liabilities for all leases unless the lease term is 12 months or less or the underlying asset
has a low value. Lessors continue to classify leases as operating or finance, with IFRS 16’s
approach to lessor accounting substantially unchanged from its predecessor, IAS 17.
Amendments to IFRS 10 Consolidated Financial Statements and IAS 28 Investments in
Associates and Joint Ventures (2011) relating to the treatment of the sale or contribution of
assets from and investor to its associate or joint venture
Management anticipates that these new and revised standards, interpretations and amendments
will be applied in the Company’s financial statements for the year beginning 1 January 2016 or
as and when they are applicable and application of these new standards, interpretations and
amendments, except for IFRS 9, IFRS 15 and IFRS 16, may have no material impact on the
financial statements of the Company in the period of initial application.
Management anticipates that IFRS 9, IFRS 15 and IFRS 16 will be applied in the Company’s
financial statements for the annual periods beginning 1 January 2018 and 1 January 2019,
respectively. The application of IFRS 9, IFRS 15 and IFRS 16 may have significant impact on
amounts reported and disclosures made in the Company’s financial statements. However, it is
not practicable to provide a reasonable estimate of effects of the application of these standards
until the Company performs a detailed review.

Effective date deferred
indefinitely
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Notes to the financial statements
for the year ended 31 December 2016 (continued)
3
3.1

Summary of significant accounting policies
Statement of compliance
The financial statements have been prepared in accordance with International financial Reporting Standards (IFRSs). These
financial statements represent the separate financial statements of the Company where the investments in subsidiaries are
stated at cost.

3.2

Basis of preparation
The Company incurred a loss of USD 3,206,822 for the year ended 31 December 2015 (2014:
USD 2,870,160) and its current liabilities exceeded its current assets by USD 2,937,969 as at 31 December 2015 (2014: USD
617,474). The financial statements have been prepared on a going concern basis as the shareholder has undertaken to support
the Company. In the event that this support is withdrawn, the going concern basis would be invalid and adjustments would
have to be made to reduce the statement of financial position values of assets to their recoverable amounts, to provide for
further liabilities that might arise and to reclassify non-current assets and liabilities as current assets and liabilities, respectively.
Furthermore, these are the separate financial statements of Reliance Exploration & Production DMCC which have been
prepared to comply with the requirements of Section 136 of the Indian Companies Act, 2013.
The financial statements have been prepared on the historical cost basis. Historical cost is generally based on the fair value
of the consideration given in exchange for assets.
The principal accounting policies are set out below:

3.3

Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable.

3.3.1

Interest income
Interest income from financial asset is recognised when it is probable that economic benefits will flow to the Company and
the amount of income can be measured reliably. Interest income is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable, which is the rate that exactly discounts estimated future cash
receipts through the expected life of the financial asset to that asset’s net carrying amount on initial recognition.

3.3.2

Other income
Other income generated outside the Company’s normal business operation is recognised when it is probable that the economic
benefits will flow to the Company and the amount of income can be measured reliably.

3.4

Leases
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of
ownership to the lessee. All other leases are classified as operating leases.

3.4.1

The Company as lessee
Assets held under finance leases are initially recognised as assets of the Company at their fair value at the inception of the
lease or, if lower, at the present value of the minimum lease payments. The corresponding liability to the lessor is included
in the statement of financial position as a finance lease obligation. Lease payments are apportioned between finance charges
and reduction of the lease obligation so as to achieve a constant rate of interest on the remaining balance of the liability.
Finance charges are charged directly to profit or loss, unless they are directly attributable to qualifying assets, in which case
they are capitalised in accordance with the Company’s general policy.
Operating lease payments are recognised as an expense on a straight-line basis over the lease term, except where another
systematic basis is more representative of the time pattern in which economic benefits from the leased asset are consumed.
Contingent rentals arising under operating leases are recognised as an expense in the period in which they are incurred.
In the event that lease incentives are received to enter into operating leases, such incentives are recognised as a liability. The
aggregate benefit of incentives is recognised as a reduction of rental expense on a straight-line basis, except where another
systematic basis is more representative of the time pattern in which economic benefits from the leased asset are consumed.
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Notes to the financial statements
for the year ended 31 December 2016 (continued)
3
3.5

Summary of significant accounting policies (continued)
Furniture and equipment
Furniture and equipment are stated at historical cost less accumulated depreciation and accumulated impairment losses, if
any. Cost includes expenditures that are directly attributable to the acquisition of the asset.
Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it
is probable that future economic benefits associated with the item will to the Company and the cost of the item can be
measured reliably. All other repairs and maintenance expenses are charged to profit or loss in the period in which they are
incurred.
Depreciation is calculated so as to write off the cost of furniture and equipment on a write down value over the estimated
useful lives of the assets concerned. The principal annual rates used for this purpose are:
Rates
Computers

40.0%

Furniture and fixtures

18.1%

Office equipment

13.9%

Vehicles

25.9%

The estimated useful lives and depreciation method are reviewed at the end of each reporting period, with the effect of any
changes in estimate accounted for on a prospective basis. An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater than its estimated recoverable amount. The gain or loss arising
on the disposal or retirement of an item of property and equipment is determined as the difference between the sale proceeds
and the carrying amount of the asset and is recognised in profit or loss.
3.6

Oil and gas exploration and evaluation assets

3.6.1

Recognition and measurement
Exploration and evaluation activity involves the search for mineral resources, the determination of technical feasibility and
the assessment of commercial viability of an identified resource. The Company follows the full cost method of accounting
with the respective blocks as a cost centre.
Exploration and evaluation costs are initially capitalised within intangible assets. Such exploration and evaluation cost may
include costs of license acquisition, technical services and studies, seismic acquisition, exploration drilling and testing,
directly attributable employee remuneration, materials and fuel used, rig costs and prepayments made to contactors. Prelicense costs incurred prior to having obtained the legal rights to explore an area are expensed directly to the profit or loss
as they are incurred. Exploration and evaluation assets related to each exploration license/prospect are not amortised and
are carried forward until the existence (or otherwise) of commercial reserves has been determined.
If no potentially commercial hydrocarbons are discovered and management decides to relinquish the block, the exploration
asset is written off in the profit or loss. If extractable hydrocarbons are found and, subject to further appraisal activity (e.g.
drilling of additional wells), are likely to be capable of being commercially developed, the costs continue to be carried as the
intangible asset while sufficient/continued progress is made in assessing the commerciality of the hydrocarbons. Costs
directly associated with the appraisal activity undertaken to determine the size, characteristics and commercial potential of
a reservoir following the initial discovery of hydrocarbons, including the costs of appraisal wells where hydrocarbons were
not found, are initially capitalised as intangible asset.
All such capitalised costs are subject to technical, commercial and management review as well as review of indicators of
impairment at least at the end of each annual reporting period. This is to confirm the continued intent to develop or otherwise
extract values from the discovery. When this is no longer the case, the costs are written off to profit or loss.
No amortisation is charged during the exploration and evaluation phase.
When proved reserves of oil and natural gas are identified and development is sanctioned by management, the relevant
capitalised expenditure is first assessed for impairment and (if required) any impairment loss is recognised, then the remaining
balance is transferred to oil and gas properties. The carrying value, after any impairment loss, is transferred on the
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Notes to the financial statements
for the year ended 31 December 2016 (continued)
3

Summary of significant accounting policies (continued)

3.6

Oil and gas exploration and evaluation assets (continued)
commencement of commercial production from the respective cost centres as “Producing Intangible Assets”. Expenses on
administration and other overhead costs since inception up to the start of commercial production are accumulated as exploration
and evaluation assets to be charged off from the year of commercial production based on unit of production.
For exchanges or parts of exchanges that involve any exploration and evaluation assets, the exchange is accounted for at the
carrying value of the asset given up and no gain or loss is recognised.

3.6.2

Impairment
Exploration and evaluation assets are tested for impairment when facts and circumstances indicate that these assets are
impaired. An impairment loss is recognised for the amount by which the carrying amount of exploration and evaluation
assets exceeds their recoverable amount. The recoverable amount of an asset is the greater of its value in use and its fair
value less costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present value using
a discount rate that reflects current market assessment of the time value of money and the risks specific to the asset.

3.6.3

Farm-out arrangements in the exploration and evaluation stage
The Company as a farmor
A farm-out transfer is part of mineral interest in consideration for an agreement by the transferee (“farmee”) to meet certain
expenditure which would otherwise have to be undertaken as a farmor. Farm-out transactions generally occur in the exploration
or development phase and are characterised by the farmor giving up the future economic benefits, in the form of reserves, in
exchange for a reduction in future binding obligations.
The Company does not record any expenditure made by the farmee on its account. The farmor does not recognise a gain or
loss on the farm-out arrangement, but rather re-designates any costs previously capitalised in relation to the whole interest
as relating to the partial interest retained. Any cash consideration received directly from the farmee is credited against costs
previously capitalised in relation to the whole interest with any excess accounted for by the farmor as gain on disposal.

3.7

Investments in subsidiaries
A subsidiary is an entity, including an unincorporated entity such as a partnership that is controlled by the Company.
Control is achieved when the Company:
• has power over the investee;
• is exposed, or has rights, to variable returns from its involvement with the investee; and
• has the ability to use its power to affect its returns.
The Company reassesses whether or not it controls an investee if facts and circumstances indicate that there are changes to
one or more of the three elements of control listed above.
Investments in subsidiaries are carried in the Company’s separate financial statements initially at cost and subsequently
measured at the end of each reporting period at cost less any accumulated impairment loss.
Investments in subsidiaries are derecognised upon disposal or when no future economic benefits are expected to arise from
the investment. Gain or loss arising on the disposal is determined as the difference between the sales proceeds and the
carrying amount of the investments in subsidiaries and is recognised in profit or loss.

3.8

Interests in joint arrangements
IFRS defines a joint arrangement as an arrangement over which two or more parties have a joint control. Joint control is the
contractually agreed sharing of control of an arrangement, which exists only when decisions about the relevant activities
(being those significantly affect the returns of the arrangement) require unanimous consent of the parties sharing control.

3.8.1

Joint operations
A joint operation is a joint arrangement whereby the parties that have joint control of the arrangement have rights to the

13

RELIANCE EXPLORATION & PRODUCTION DMCC

14

Notes to the financial statements
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3

Summary of significant accounting policies (continued)

3.8

Interests in joint arrangements (continued)
assets and obligations for the liabilities, relating to the arrangement. In relation to its interests in joint operations, the
Company recognises:
• its assets, including its share of any assets held jointly;
• its liabilities, including its share of any liabilities incurred jointly;
• its revenue from sale of its share of output arising from the joint operation; and
• its expenses, including its share of any expenses incurred jointly.
The Company accounts for the assets, liabilities, revenues and expenses relating to its interest in a joint operation in
accordance with the IFRS applicable to the particular assets, liabilities, revenues and expenses.

3.8.2

Reimbursements of costs of the operator of the joint arrangement
When the Company, acting as an operator or manager of a joint arrangement, receives reimbursements of direct costs
recharged to the joint arrangement, such recharges represent reimbursements of costs that the operator incurred as an agent
for the joint arrangement and therefore have no effect on profit or loss.

3.9

Impairment of tangible assets
At the end of each reporting period, the Company reviews the carrying amounts of its assets to determine whether there is
any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of
the asset is estimated in order to determine the extent of the impairment loss (if any). Where it is not possible to estimate the
recoverable amount of an individual asset, the Company estimates the recoverable amount of the cash generating unit to
which the asset belongs. Where a reasonable and consistent basis of allocation can be identified, corporate assets are also
allocated to individual cash generating units, or otherwise they are allocated to the smallest group of cash generating units
for which a reasonable and consistent allocation basis can be identified.
Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using a discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset.
If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying
amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised
immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the impairment loss is
treated as a revaluation decrease.
Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is increased to
the revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been recognised for the asset (or cash-generating unit) in
prior years. A reversal of an impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried
at a revalued amount, in which case the reversal of the impairment loss is treated as a revaluation increase.

3.10

Inventories
Inventories are stated at the lower of cost and net realisable value. Cost is determined using the weighted average method
and comprises direct purchase costs. Full provision is made for obsolete supplies. Net realisable value is the estimated
selling price in the ordinary course of business, less estimated cost of completion and the estimated costs necessary to make
the sale.
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Summary of significant accounting policies (continued)

3.11

Provisions and contingencies

3.11.1 Provisions
Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past event, it is
probable that the Company will be required to settle the obligation, and a reliable estimate can be made of the amount of the
obligation. The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the statement of financial position date, taking into account the risks and uncertainties surrounding the obligation.
Where a provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is the
present value of those cash flows. When some or all of the economic benefits required to settle a provision are expected to
be recovered from a third party, the receivable is recognised as an asset if it is virtually certain that reimbursement will be
received and the amount of the receivable can be measured reliably.
3.11.2 Contingencies
Contingent liabilities are not recognised because their existence will be confirmed only by the occurrence or non-occurrence
of one or more uncertain future events not wholly within the control of the entity.
Contingent liabilities are disclosed, unless the possibility of an outflow of resources embodying economic benefits is remote.
3.12

Employee benefits
Provision is made for estimated liability for employees’ entitlement to annual leave as a result of services rendered by
eligible employees up to the end of the reporting period.
Provision is also made for the full amount of end of service benefits due to non-UAE national employees in accordance with
the Company’s policy, which is at least equal to the benefits payable in accordance with UAE Laws, for their period of
service up to the end of the reporting period. The provision relating to annual leave and leave passage is disclosed as a
current liability, while that relating to end of service benefits is disclosed as a non-current liability.

3.13

Foreign currencies
For the purpose of these financial statements, US Dollars (USD) is the functional and presentation currency of the Company.
Transactions in currencies other than USD (foreign currencies) are recorded at the rates of exchange prevailing at the dates
of the transactions. At the end of each reporting period, monetary items denominated in foreign currencies are retranslated
at the rates prevailing at that date. Non-monetary items carried at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing at the date when the fair value was determined. Non-monetary items that are measured in
terms of historical cost in a foreign currency are not retranslated.
Exchange differences are recognised in profit or loss in which they arise.

3.14

Borrowing costs
Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready for their intended use or sale, are added to the cost of those
assets, until such time as the assets are substantially period of time to get ready for their intended use or sale.
Investment income earned on the temporary investment of specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs eligible for capitalisation.
All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

3.15

Financial assets
The Company’s financial assets are composed of accounts receivable and prepayments (excluding advances, advance tax,
deferred input VAT and prepayments), due from related parties, and cash and bank balances. These financial assets are
classified as ‘loans and receivables’ and ‘cash and cash equivalents’. The classification depends on the nature and purpose
of the financial asset and is determined at the time of initial recognition.

15

RELIANCE EXPLORATION & PRODUCTION DMCC

16

Notes to the financial statements
for the year ended 31 December 2016 (continued)
3

Summary of significant accounting policies (continued)

3.15

Financial assets (continued)

3.15.1 Cash and cash equivalents
Cash and cash equivalents are comprised of cash and balances with banks in current accounts or deposits which mature
within three months of the date of placement.
3.15.2 Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. Loans and receivables, including accounts receivable and prepayments (excluding advances, advance tax,
deferred input VAT and prepayments) and due from related parties, are measured at amortised cost using the effective
interest method, less any impairment. Interest income is recognised by applying the effective interest rate, except for shortterm receivables when the recognition of interest would be immaterial.
The effective interest method is a method of calculating the amortised cost of a debt instrument and of allocating interest
income over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash receipts
(including all fees on points paid or received that form an integral part of the effective interest rate, transaction costs and
other premiums or discounts) through the expected life of the debt instrument, or (where appropriate) a shorter period, to
the net carrying amount on initial recognition.
3.15.3 Impairment of financial assets
Financial assets are assessed for indicators of impairment at the end of each reporting period. Financial assets are considered
to be impaired when there is objective evidence that, as a result of one or more events that occurred after the initial recognition
of the financial asset, the estimated future cash flows of the investment have been affected. For certain categories of financial
assets, such as trade receivables, assets that are assessed not to be impaired individually are assessed for impairment on a
collective basis. Objective evidence of impairment for a portfolio of receivables could include the Company’s past experience
of collecting payments, an increase in the number of delayed payments in the portfolio past the average credit period, as well
as observable changes in national or local economic conditions that correlate with default on receivables.
The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the
exception of trade receivables, where the carrying amount is reduced through the use of an allowance account. When a trade
receivable is considered uncollectible, it is written off against the allowance account. Subsequent recoveries of amounts
previously written off are credited against the allowance account. Changes in the carrying amount of the allowance account
are recognised in profit or loss. If in a subsequent period the amount of the impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment was recognised, the previously recognised impairment loss
is reversed through profit or loss to the extent that the carrying amount of the financial asset at the date the impairment is
reversed does not exceed what the amortised cost would have been had the impairment not been recognised.
3.15.4 Derecognition of financial assets
The Company derecognises a financial asset only when the contractual rights to the cash flows from the asset expire; or it
transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another entity. If the
Company neither transfers nor retains substantially all the risks and rewards of ownership and continues to control the
transferred asset, the Company recognises its retained interest in the asset and an associated liability for amounts it may
have to pay. If the Company retains substantially all the risks and rewards of ownership of a transferred financial asset, the
Company continues to recognise the financial asset.
3.16

Financial liabilities and equity instruments

3.16.1 Classification as debt or equity
Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the substance of the
contractual arrangement.
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3.16

Financial liabilities and equity instruments (continued)

3.16.2 Equity instruments
An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its
liabilities. Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs.
3.16.3 Financial liabilities
Accounts payable and accruals (excluding provision for income tax and tax deducted and payable to government), due to
related parties and loan from a related party are classified as ‘other financial liabilities’ and are initially measured at fair
value, net of transaction costs, and are subsequently measured at amortised cost using the effective interest method, with
interest expense recognised on an effective yield basis, except for short term payables when the recognition of interest
would be immaterial.
The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash payments
through the expected life of the financial liability, or, where appropriate, a shorter period.
3.16.4 Derecognition of financial liabilities
The Company derecognises financial liabilities when, and only when, the Company’s obligations are discharged, cancelled
or they expire.
4

Critical accounting judgments and key sources of uncertainty
In the application of the Company’s accounting policies, which are described in note 3, management is required to make
judgments, estimates and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from
other sources. The estimates and associated assumptions are based on historical experience and other factors that are considered
to be relevant. Actual results may differ from these estimates.
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision affects only that period or in the period of the revision and future
periods if the revision affects both current and future periods.

4.1

Critical judgments in applying accounting policies
Below are the critical judgment, apart from those including estimations, that the management has made in the process of
applying the Company’s accounting policies and has the most significant effect on the amounts recognised in the financial
statements.

4.1.1

Functional currency
Management considers USD to be the currency that most faithfully represents the economic effect of underlying transactions,
events and conditions. USD is the currency in which the Company measures the performance and reports its results, as well
as the currency in which it receives from RIIHL.

4.1.2

Classification of joint arrangements as joint operations
The Company’s joint arrangements are not structured through a separate vehicle. Furthermore, there is a contractual
arrangement entered into by way of joint operating arrangements between the Company and its partners which indicates that
the parties to the joint arrangement have the rights to the assets and obligations for the liabilities of the joint arrangement.
Accordingly, the Company’s working interests in oil and gas blocks are classified as joint operations under IFRS 11 Joint
Arrangements.
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Critical accounting judgments and key sources of uncertainty (continued)

4.1

Critical judgments in applying accounting policies (continued)

4.1.3

Classification of preference shares
In the process of classifying preference shares, management has made various judgments. Judgment is needed to determine
whether a financial instrument, or its components, on initial recognition is classified as a financial liability or an equity
instrument in accordance with the substance of the contractual arrangement and the definitions of a financial liability and an
equity instrument. In making its judgment, management considered the detailed criteria and related guidance for the
classification of financial instruments as set out in IAS 32 Financial Instruments: Presentation, in particular, whether the
instrument includes a contractual obligation to a fixed number of ordinary shares for each preference share at the point of
conversion. Management and the directors of the Company have concluded that the classification of the preference shares
as an equity instrument in the financial statements is appropriate and in accordance to IAS 32 Financial Instruments:
Presentation.

4.1.4

Contingencies
By nature, contingencies will be resolved only when one or more uncertain future events occur or fail to occur. The assessment
of the existence and potential quantum of contingencies inherently involves the exercise of significant judgment regarding
the outcome of future events (note 17.2 (ii)).

4.2

Key sources of estimation uncertainty
The following are the key assumptions concerning the future and other key sources of estimation uncertainty at the end of
the reporting period that may have a significant risk causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year.

4.2.1

Allowance for impairment losses on receivables
An estimate of the collectible amount of receivable is made when collection of the full amount is no longer probable. The
allowance for impairment losses for all counterparties is based on variety of factors, including the overall quality and ageing
of the receivables and continuing credit evaluation of the counterparties’ financial conditions. Allowance for impairment
losses on other receivable and deposits as at 31 December 2015 and 2014 is USD 878,662.

4.2.2

Impairment of investments in subsidiaries
The Company assess, at each reporting date, whether there is any indication that investments in subsidiaries are impaired. If
any such indication exists, the Company estimates the recoverable amount of investment. An investment’s recoverable
amount is the higher of an investment’s fair value less cost to sell and its value in use and is determined for an individual
investment if the investment generates cash inflows that are largely independent. Whether the carrying amount of an investment
exceeds its recoverable amount, the investment is considered impaired and is written down to its recoverable amount. In
assessing value in use, the estimated future cash flows are discounted to their present value using pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the investment. In determining the
fair value less cost to sell, an appropriate valuation model is used. These calculations are corroborated by valuation multiples
like available fair value indicators.
The value in use calculation requires the Company to estimate the future cash flows expected to arise from the investment
and a suitable discount rate in order to calculate the present value. Significant judgments, estimates and associated assumptions
are involved in determining the expected cash flows and discount rates.
Management is satisfied that no additional impairment is required for the year ended 31 December 2015 as there are no
indicators of objective evidence of impairment for its investments in subsidiaries as at 31 December 2015.

4.2.3

Impairment of inventories
When inventories become old or obsolete, an estimate is made of their net realisable value. Management has estimated the
recoverability of inventories and has considered the allowance required for obsolescence. Management has estimated the
allowance for inventory obsolescence on the basis of prior experience and the current economic environment. During 2015,
the management has recognised an impairment loss on inventory write-down of USD 143,350 (31 December 2014: USD
Nil).
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Critical accounting judgments and key sources of uncertainty (continued)

4.2

Key sources of estimation uncertainty (continued0

4.2.4

Impairment of furniture and equipment
Furniture and equipment are assessed for impairment based on assessment of cash flows on individual cash-generating units
when there is indication of impairment. Cash flows are determined based on contractual agreements and estimations over
the useful life of the assets and discounted using a range of discounting rates representing the rate of return on such cashgenerating units. The net present values are compared to the carrying amounts to assess any probable impairment. Management
is satisfied that no impairment provision is necessary on furniture and equipment.

4.2.5

Estimated useful lives of furniture and equipment
Management reviews the estimated useful lives of furniture and equipment at the end of each annual reporting period in
accordance with IAS 16 Property, Plant and Equipment. Management determined that current year expectations do not
differ from previous estimates based on its review.

4.2.6

Exploration and evaluation expenditures
The application of the Company’s accounting policy for exploration and evaluation expenditure requires judgment in
determining whether it is likely that future economic benefits are likely either from future exploitation or sale or where
activities have not reached a stage which permits a reasonable assessment of the existence of the reserves. The determination
of reserves and resources is itself an estimation process that requires varying degrees of uncertainty depending on subclassification and these estimates directly impact the exploration and evaluation expenditure. Management makes certain
estimates and assumptions as to future events and circumstances, in particular whether an economically viable extraction
operation can be established. Any such estimates and assumptions may change as new information becomes available. If,
after expenditure is capitalised, information becomes available suggesting that the recovery of the expenditure is unlikely,
the relevant capitalised amount is written off in profit or loss in the period when the new information becomes available.
During 2015, management has further recognised an impairment of USD 86,827 and USD 87,760 (31 December 2014:
USD 230,353 and USD 235,937) relating to Yemen 34 Block and Yemen 37 Block, respectively. Due to lack of commercial
and economic viability, these costs were considered to be impaired and fully provided for.
During 2015, management has performed a detailed impairment assessment on exploration and evaluation assets relating to
Peru Block 39 in accordance with the criteria and guidance as set out in IFRS 6 Exploration for and evaluation of mineral
resources. Management has applied for extension for additional 2.5 years on the discovered area in Peru Block 39, in which
they expect to be approved by Perupetro S.A. Furthermore, management is also committed to spend on further exploration
and evaluation on discovered area in Peru Block 39, and is of view that it will lead to discovery of commercially viable
quantities of oil. Accordingly, management is satisfied that no impairment should be recognised on exploration and evaluation
assets relating to Peru Block 39 as at 31 December 2015.

4.2.7

Decommissioning and other environmental liabilities
Management periodically assesses the numerous uncertainties inherent in estimating the decommissioning and other
environmental liabilities, including judgments relating to cost estimation and the timing of these costs. Management has
assessed that no provisioning for decommissioning and other environmental liabilities is required.
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Furniture and equipment
Computers
USD

Furniture
and fixtures
USD

Office
equipment
USD

Vehicles
USD

Total
USD

924,056

34,685

49,729

25,825

1,034,295

Additions

3,509

49,391

-

65,341

118,241

Write-offs

(56,798)

-

(3,069)

-

(59,867)

At 1 January 2015

870,767

84,076

46,660

91,166

1,092,669

Additions

22,732

-

3,430

-

26,162

Disposals

-

-

(572)

(25,824)

(26,396)

893,499

84,076

49,518

65,342

1,092,435

904,018

23,616

30,785

22,159

980,578

9,812

2,209

2,646

14,023

28,690

Write-offs

(56,228)

-

(1,625)

-

(57,853)

At 1 January 2015

857,602

25,825

31,806

36,182

951,415

Charge for the year

19,389

4,972

2,169

14,119

40,649

-

-

(9)

(23,696)

(23,705)

876,991

30,797

33,966

26,605

968,359

At 31 December 2015

16,508

53,279

15,552

38,737

124,076

At 31 December 2014

13,165

58,251

14,854

54,984

141,254

Cost
At 1 January 2014

At 31 December 2015
Accumulated depreciation
At 1 January 2014
Charge for the year

Disposals
At 31 December 2015
Carrying amount
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6

Intangible assets
Exploration and
evaluation
assets
USD
Cost
At 1 January 2014
Additions during the year
At 1 January 2015

90,506,848
1,104,606
91,611,454

Additions during the year

382,891

Write-off during the year

(72,990,321)

At 31 December 2015

19,004,024

Impairment
At 1 January 2014
Impairment charge for the year
At 1 January 2015
Impairment charge for the year
Write-off during the year

72,349,444
466,290
72,815,734
174,587
(72,990,321)

At 31 December 2015

-

Carrying amount
At 31 December 2015

19,004,024

At 31 December 2014

18,795,720

i) Once technical feasibility and commercial viability of extracting mineral resource are demonstrable, exploration and
evaluation assets are tested for impairment and transferred to producing assets.
ii) Exploration and evaluation assets written off during 2015 include interest capitalised amounting to USD 1,278,278.
iii) Exploration and evaluation assets written off during 2015 include depreciation, staff cost, legal and professional fees,
bank charges, and rent etc. capitalised amounting to USD 976,954.
Write-off of exploration and evaluation assets
On 5 October 2015, the Company along with its Partner (Hood Energy Limited) has informed the Yemeni Ministry of Oil
and Minerals of the termination of the PSAs for the Yemen Blocks 34 and 37, due to the previous and current force majeure.
The termination of the PSAs will be effective 90 days from the date of formal communication, which was on 5 October
2015. Thus, the Company has written-off the cost and the accumulated impairment loss on the exploration and evaluation
assets relating to Yemen Blocks 34 and 37.
Disposal of exploration and evaluation assets
During 2014, the Company sold its interest in Peru Block 108 with disposal proceeds of USD 6,139,530 and recognised a
gain on disposal of USD 33,079, net of provision for income tax amounting to USD 510,315.
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Investments in subsidiaries
2015

2014
% Holding

Central Park Enterprises DMCC (i)
Gulf Africa Petroleum Corporation (ii)

2015
USD

2014
USD

100

100

100,000

100,000

76

76

79,496,172

79,496,172

79,596,172

79,596,172

(100,000)

(100,000)

79,496,172

79,496,172

Less: Provision for impairment of investment in a
subsidiary

(i) Central Park Enterprises DMCC (“CPE”)
CPE is registered as Limited Liability Company with Dubai Multi Commodities Centre, Dubai, United Arab Emirates,
as per the DMCC Company Regulation No. 1/03. CPE was incorporated on 17 December 2009. CPE is engaged in the
business of exploration and production of natural resources, primarily oil and gas from mineral properties.
The Company owns 367 ordinary shares of AED 1,000 each (100% ownership). The Company has recorded a provision
for impairment of USD 100,000 relating to this subsidiary.
(ii) Gulf Africa Petroleum Corporation (“GAPCO”)
GAPCO was incorporated in the Republic of Mauritius as a private limited liability in accordance with Companies Act 2001.
GAPCO’s registered office is at IFS Court, Twenty Eight, Cyber city, Ebene, Mauritius. The principal activities of the GAPCO
Group consist of storage, handling and distribution of petroleum products to its retail network and industrial network in
Tanzania, Zanzibar, Uganda and Kenya. The principal activity of GAPCO is that of an investment holding company.
The Company owns 16,720 ordinary shares of USD 1,000 each (76% ownership). Management has assessed as at
reporting date that there are no indicators of objective evidence of impairment for its investment in GAPCO.
8

Accounts receivable and prepayments

Advances
Advance tax
Other receivables
Deferred input VAT

2015
USD

2014
USD

142,388

42,635

-

95,829

1,297,954

960,796

551,082

522,364

Deposits

20,210

27,522

Prepayments

25,221

33,917

2,036,855

1,683,063

(878,662)

(878,662)

1,158,193

804,401

Less: Allowance for doubtful debts on other receivables

The Company’s exposure to credit and currency risks and impairment losses related to accounts receivable are disclosed in
note 19.
Movements in the allowance for doubtful debts on other receivables are shown below:

Balance at 1 January

2015
USD

2014
USD

878,662

433,662

Impairment losses on other receivables and deposits (note 15)

-

462,696

Amounts written off during the year as non-recoverable

-

(17,696)

878,662

878,662

At 31 December
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Cash and bank balances

Cash on hand
Bank balances

10

2015
USD

2014
USD

8,403

9,595

316,486

197,678

324,889

207,273

2015
USD

2014
USD

47,985,402

47,985,402

750,000,000

750,000,000

7,135,173

7,135,173

40,850,229

40,850,229

47,985,402

47,985,402

399,160,057

399,160,057

Share capital/Preference share capital

Authorised
176,200 equity shares of AED 1,000 each
2,756,250 (2014: 2,756,250 shares), 5% Non-cumulative compulsorily
convertible preference shares of AED 1,000 each
Issued and fully paid up equity share capital
176,200 equity shares of AED 1,000 each fully paid:
of which 26,200 equity shares were issued for cash
of which 150,000 equity shares issued for consideration other than cash

Issued and fully paid 5% Non-cumulative compulsorily
convertible preference shares

Issued and fully paid 5% Non-cumulative compulsorily convertible preference shares represent 1,466,913 (2014: 1,466,913)
5% Non-cumulative compulsorily convertible preference shares of AED 1,000 each issued by way of conversion of loan
and share application money.
During 2014, the Company has issued 33,442 5% Non-cumulative compulsorily convertible preference shares of AED
1,000 each aggregating to AED 33,442,000 equivalent to USD 9,100,000 against the share application money. No preference
shares were issued in 2015.
During 2015, the Company has received an amount of USD 1,100,000 from RIIHL as a share application money. On 30
March 2016, the Company has issued and allotted the preference shares towards this share application money.
The 5% Non-cumulative compulsorily convertible preference shares will have to be converted into equity shares at any time
during the first 5 years in the ratio of 1:1 and at any time after 5 years till 10 years in the same ratio of 1:1.
Based on the terms of issue of preference shares, the Company will issue fixed number of equity shares for each preference
share. Accordingly, these preference shares have been classified as part of equity in the financial statements.
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Provision for employees’ end of service benefit
Movements in the provision are as follows:

At 1 January
Charge during the year
Paid during the year
At 31 December
12

2014
USD

103,122

84,687

25,994

18,435

(48,541)

-

80,575

103,122

2015
USD

2014
USD

4,101,333

4,190,911

-

510,315

4,101,333

4,701,226

Accounts payable and accruals

Accounts payable and accruals
Provision for income tax

13

2015
USD

Transactions and balances with related parties
Related parties comprise the shareholder, directors, key management personnel of the Company and entities in which they
have the ability to control or exercise significant influence. Balances with related parties generally arise from commercial
transactions in the normal course of business at agreed terms.

13.1

Related party balances
Balances arising from transactions with related parties in the statement of financial position are as follows:
2015
USD

2014
USD

Reliance Industries (Middle East) DMCC

166,499

3,412,494

Central Park Enterprises DMCC

148,754

128,721

315,253

3,541,215

634,971

691,137

Due from related parties:

Due to a related party:
Reliance Industries Limited
13.2

Related party transactions
Significant transactions with related parties included in the statement of profit or loss and other comprehensive income:
2015
USD

2014
USD

Interest on loan from a related party (note 16)

-

311,194

Expenses incurred on behalf of related parties

213,236

918,391

Legal and other related expenses for Yemen Blocks 34 and 37

856,309

-
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13

Transactions and balances with related parties (continued)

13.3

Other transactions with related parties

Provision of services and other costs included in intangible assets
Share application money received from RIIHL
Share application money returned to RIIHL

2015
USD

2014
USD

199,142

267,014

1,100,000

9,850,000

-

750,000

The Company did not incur key management compensation expenses during the years ended 31 December 2015 and 2014.
13.4

Terms and conditions of transactions with related parties
Transactions with related parties are made on terms equivalent to those that prevail in arm’s length transactions. Outstanding
balances at the end of the reporting period are unsecured and settlement occurs in cash. There have been no guarantees
provided or received for any related party receivables or payables. For the year ended 31 December 2015, the Company has
not recorded any impairment owed by related parties (31 December 2014: USD Nil). This assessment is undertaken at the
end of each annual reporting period through examining the financial position of the related party and the market in which
the related party operates.

14

Other income
2015
USD

2014
USD

280,069

438,436

-

33,079

6,055

262,147

286,124

733,662

2015
USD

2014
USD

Professional fees

998,016

270,412

Legal and other related expenses of Yemen Blocks 34 and 37

914,855

-

Staff costs

484,393

505,137

Travel

143,361

80,640

Expenditures related to surrendered blocks

92,225

276,836

Depreciation of furniture and equipment (note 5)

40,649

28,690

-

462,696

286,235

279,248

2,959,734

1,903,659

Reversal of accruals
Gain on disposal of exploration and evaluation assets, net (note 6)
Others

15

General and administrative expenses

Impairment losses on other receivables and deposits (note 8)
Others
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Finance costs
2015
USD

2014
USD

-

311,194

2,039

4,288

2,039

315,482

2015
USD

2014
USD

Within one year

20,472

31,784

After one year but not more than five years

41,270

57,220

61,742

89,004

83,200

62,225

2015
USD

2014
USD

50,000

50,000

Interest on loan from a related party (note 13.2)
Bank charges

17

Commitments and contingencies

17.1

Commitments

(i) Operating lease commitments
Operating lease commitments:

(ii) Capital commitment
Contracted but not provided for
17.2

Contingencies

(i) Contingent liability
Guarantees issued on behalf of the Company
The above bank guarantees were issued in the normal course of business.
(ii) Others
The Company along with its Partner (Hood Energy Limited) (hereinafter together referred to as “Joint Operation”) are
parties to a working interest in oil and gas blocks situated in the Republic of Yemen, as disclosed in note 1. A commitment
arose as a result of a possible obligation relating to the Work Programs governed under the PSAs which were executed
between the Joint Operation and the Republic of Yemen for Blocks 34 and 37 amounting to USD 25 million (the
Company’s interest is USD 17.5 million). This commitment was secured by standby letters of credits amounting to USD
25 million (the Company’s interest is USD 17.5 million) issued by the Joint Operation to the Republic of Yemen,
represented by the Yemeni Ministry of Oil and Minerals.
Considering the civil war and deplorable security situation in Yemen, the Joint Operation declared force majeure and
thereafter terminated the PSAs for the Yemen Blocks 34 and 37. As the force majeure declaration was rejected by the
Republic of Yemen, the Joint Operation obtained injunction from Honourable Bombay High Court for restraining
bankers from honouring any demand of the Republic of Yemen under the standby letters of credits. The Joint Operation
and bankers subsequently agreed that the latter will not make any payment under the standby letters of credits during the
pendency of the International Chamber of Commerce (ICC) International Court of Arbitration (ICC Paris) proceedings.
The Joint Operation is also pursuing an arbitration against the Republic of Yemen before ICC Paris in accordance with
the dispute resolution clause of the PSAs for declaration of the force majeure notice and subsequent termination (resulting
in the termination of standby letters of credits).
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Non cash transactions
2015
USD

2014
USD

Preference share issued from share application money

-

9,100,000

Exploration and evaluation assets accrual and payable

152,108

205,672

-

415,315

Provision for income tax on disposal of exploration and
evaluation assets (net of advance tax)
19

Financial instruments

19.1

Capital management
The Company’s policy is to maintain a strong capital base with the financial assistance of RIIHL in order to support the
operations and to sustain future development of the business. The Company is not subject to any externally imposed capital
requirements.
The Company manages its capital to ensure to be able to continue as a going concern while maximising the return on equity.
The Company does not have a formalised optimal target capital structure or target ratios in connection with its capital risk
management objectives. The Company’s overall strategy remains unchanged from 2014.
The Company’s capital structure comprises cash and bank balances and equity, comprising issued capital, preference share
capital, share application money and accumulated losses as disclosed in the statement of changes in equity.

19.2

Financial risk management objectives
The Company is exposed to the following risks related to financial instruments - credit risk, liquidity risk, interest risk and
foreign currency risk. The Company does not enter into or trade financial instruments, including derivative financial
instruments, for speculative or risk management purposes.

19.2.1 Credit risk
Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the
Company, and arises principally from the Company’s accounts receivable and prepayments (excluding advances, advance
tax, deferred input VAT and prepayments), bank balances, and due from related parties.
The Company has adopted a policy of only dealing with creditworthy counterparties and obtaining sufficient collateral,
where appropriate, as a means of mitigating the risk of financial loss from defaults. Credit exposure is controlled by
counterparty limits that are reviewed and approved by the Company annually. The Company uses its own trading records to
rate its major customers.
The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit risk at
the end of each reporting period was:
2015
USD

2014
USD

Due from related parties

315,253

3,541,215

Accounts receivable and prepayments (excluding advances, advance tax,
deferred input VAT and prepayments)

439,502

109,656

Bank balances

316,486

197,678

1,071,241

3,848,549

The Company does not hold any collateral or other credit enhancements to cover its credit risks associated with its financial
assets.
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Financial instruments (continued)

19.2

Financial risk management objectives (continued)

19.2.2 Liquidity risk
Ultimate responsibility for liquidity risk management rests with the management which has built an appropriate liquidity
risk management framework for the management of the Company’s short, medium and long term funding and liquidity
management requirements. The Company manages liquidity risk by maintaining adequate reserves, banking facilities and
support from shareholder, by continuously monitoring forecast and actual cash flows, and matching the maturity profiles of
financial assets and liabilities.
The Company ensures that it has sufficient cash on demand to meet expected operational expenses.
The contractual maturities of the financial instruments, determined on the basis of the remaining period at the end of the
reporting period to the contractual maturity date, are as follows:
Current
Non-current
Less than
Greater than
1 year
1 year
USD
USD
31 December 2015
Due to a related party
Accounts payable and accruals (excluding provision for income tax and
tax deducted and payable to government)

634,971

-

4,101,333

-

4,736,304

-

691,137

-

4,190,911

-

4,882,048

-

31 December 2014
Due to a related party
Accounts payable and accruals (excluding provision for income tax and
tax deducted and payable to government)

19.2.3 Currency risk
A majority of the Company’s transactions are in USD or currencies that are pegged to the USD (AED) and therefore the
Company is not exposed to significant foreign currency risks.
19.2.4 Interest rate risk
Interest rate risk is the risk that arises from timing difference in the maturity of Company’s interest bearing assets and
liabilities. The Company does not have any significant exposure to interest rate risk.
19.3

Fair value measurements
Management considers that the fair values of financial assets and financial liabilities approximate their carrying amounts as
stated in the financial statements.

20

Events after the reporting period
The Joint Operation is pursuing an arbitration against the Republic of Yemen before ICC Paris in accordance with the
dispute resolution clause of the PSAs for declaration of the force majeure. The Joint Operation has filed the statement of
claims along with the witness statements on which the response of the Republic of Yemen was received on 1 March 2016.
Final hearing is expected to take place in Paris during 2016.
On 30 March 2016, the Company has issued and allotted 4,042 5% Non-cumulative compulsorily convertible preference
shares of AED 1,000 each at par, aggregating to AED 4,042,000 (USD 1,100,000) to RIIHL towards the share application
money received from RIIHL amounting to USD 1,100,000.

