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Review Report to
The Board of Directors
Hindustan Oil Exploration Company Limited

1.

We have reviewed the accompanying statement of unaudited financial results of Hindustan Oil
Exploration Company Limited (‘the Company’) for the quarter ended December 31, 2013 (the
“Statement”), except for the disclosures regarding ‘Public Shareholding’ and ‘Promoter and
Promoter Group Shareholding’ which have been traced from disclosures made by the
management and have not been reviewed by us. This Statement is the responsibility of the
Company's mapagement and has been approved by the Board of Directors/ committee of Board of
Directors. Our responsibility is to issue a report on the Statement based on our review.

We conducted our review in accordance with the Standard on Review Engagements (SRE) 2410,
Review of Interim Financial Information Performed by the Independent Auditor of the Entity
issued by the Institute of Chartered Accountants of India. This standard requires that we plan and
perform the review to obtain moderate assurance as to whether the Statement is free of material
misstatement. A review is limited primarily to inquiries of company personnel and analytical
procedures applied to financial data and thus provide less assurance than an audit. We have not
performed an audit and accordingly, we do not express an audit opinion.

The Company’s proportionate share in the Unincorporated Joint Ventures where the Company is
having participating interest has been considered in the unaudited standalone financial results and
has been incorporated by the Company on the basis of the information obtained from the Operator
of the respective Unincorporated Joint Ventures or the information available with the Company.

As more detailed in Note 5 of the statement, the Company follows “Successful Efforts Method”
method of accounting for its exploration and production activities, the Company has capitalised
costs of INR 504.31 million (including INR 501.03 million to September 30, 2013 and INR 342.29
million to March 31, 2013), incurred in respect of surveys and studies relating to exploration
activities.

The “Guidance Note on Accounting for Oil and Gas Producing Activities” (Guidance Note)
issued by the Institute of Chartered Accountants of India requires costs of surveys and studies
relating to exploration activities to be expensed when incurved under the “Successful Efforts
Method” of accounting. Had the Company followed the recommendation of the Guidance Note,
survey costs of INR 504. 31 million (including prior period charge of INR 501.03 million to
September 30, 2013 and INR 342.29 million to March 31, 2013) would have been written off as
an expense and the net loss for the quarter/vear and reserves and surplus after considering the
related tax effects would have been higher and lower by INR 504.31 million respectively. Our
review opinion on the financial results for the quarter ended September 30, 2013, the quarter
ended June 30, 2013 and our audit opinion on the financial statements for the year ended March
31, 2013 was also qualified in respect of the above matter.
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5. Based on our review conducted as above, except for the effect of the matter stated in paragraph 4
above, nothing has come to our attention that causes us to believe that the accompanying
Statement of unaudited financial results prepared in accordance with recognition and
measurement principles laid down in Accounting Standard 25 “Interim Financial Reporting”
(notified under the Companies Act, 1956 read with General Circular 15/2013 dated 13 September
2013, issued by the Ministry of Corporate Affairs, in respect of Section 133 of the Companies
Act, 2013), and. other recognised accounting practices and policies has not disclosed the
information required to be disclosed in terms of Clause 41 of the Listing Agreement including the
manner in which it is to be disclosed, or that it contains any material misstatement.

For S.R. BATLIBOI & ASSOCIATES LLP
Chartered Accountants
ICAI Firm registration number: 101049W

per Subramanian Suresh
Partner
Membership No.: 083673

Place: Chennai
Date: February 14, 2014
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The Company is primarily engaged in a single business segment of “t and Other Inci Services”. All the activities of the Company
ara around the maln business. Further, the Company doss not have any separate geographic segments other than India. Hence, there are no separate
reportable segments as per AS-17 “Segmental Reporting”.

PY-3 Fleld, operated by Hardy Exploration & Preduction (india) inc., remains shut since July 31, 2071, The Full Fleld Development Plan submitted by
the Operator during May 2013 has been technically reviewed by eli the JV Partners. Discussions are ongoing amongst the Joint Venture Partners with
respact to the proposal to proportionately share cess and royalty on a cost recoverable basls.

PY-1 Field was shut In for a pariod of 3.65 days during Q3 FY 2014 as against 25 days during Q2 FY 2014 on account of non evacuation of gas by
GAIL (Buyer). Fellowing the Amendment to the Gas Sales Contract which had been executed in July 2013, GAIL has been evacuating gas through the
low pressure pipeline connecting PY-1 Gas Temminal to altemate consumers on a nearly continuous basis.

Exceptiona Item for the previous period ended December 31, 2012 and the previous year ended March 31, 2013 represented additional depletion and
Impalrment loss aggregating to INR 57,197 lacs charged to the statement of profit and loss due to reduction In the Proved Reserves of PY-1 Field
pursuant to an independent third party certification of PY-1 Fleld Reserves based on information avallable subsequent to the drilling of Surya Well,
While estimating the future cash flows for determining the value-in-use of PY-1 Asset as per AS 28, the Company had considered a natural gas price
ol LISE: Gk B frem A 1E oosards.

In accordance with the accounting policy followed by the Company, the impairment assessment has besn reviewed as at December 31, 2013 and
currently no revision seems to be necessary to the amounts recognised in the previous year in view of the following factors:

- As the update to the Reservoir Study Is dealayed, the Company continues to rely on the independent third party certificalion of PY=1 Fleld Reserves
mede In January 2013,

- Ministry of Petraleurn & Natural Gas has Issued the 'Domestic Natural Gas Pricing Guidelines, 2014' which shall be effective from April 1, 2014,
However, as these guidelines have been challenged, pending judicial review, the gas prices considered In estimating cash flows for determining value
I e aawes et b nevisod,

As per the Company's Accounting Policy, the survey costs are initially i as i E " and are retained in exploration
expenditure-work-In-progress and subsequently fransferred fo “Producing Properties” when the well is ready to commence commercial production or
off if the activity Is i to be unsuccassful,

The Auditors, have observed in their Audit Report for Financial Year 2012-2013 and subsequentiy in their Limited Review Reports for the quarters
ended June 30, 2013, Sep 30, 2013 and Dec 31, 2013, non-adherenca of the Guidance Note (Accounting for Oll and Gas Producing Activities, issued
by Institute of Chartered Accountants of India) requirement that costs of surveys relating to exploration activities is to bs expensed in the year incurrad,
In this regard, the Company has to state that

{a) the aforesaid Guldance Note [s not mandatory and only recommendatory In nature;

({b) the Company’s Accounting Policy, which has been followed consistently during the sariler quarters In the financial year 2013-14, 2012-2013 and in
financial years prior to 2011-2012 with reference to treatment of survey costs, is In compliance with International Oil and Gas Industry accounting
practices and has been accepted by the auditors in the past prior to FY 2011-12 without modification; and

{c) the accounting for the cost of surveys is in compliance with the terms of the Production Sharing Conlract signed with the Government of India.

The above may be treated as our response lo the observations In the Auditar's Limited Review Report for the quarer ended Dec 31, 2013,

The Hon'ble Mumbal ITAT had, vide Its order dated September 17, 2013, passed a favorable order in relation to the Company's Income Tax
Assessment Cases for the Financial Years 2004-05 and 2005-06 primarily relating to deduction under Section 80IB(9) of the Income Tax Act 1981.

Since the deductien had been decldad in favour of the Company (consistent with Financial Years 2002-03 and 2003-04), the excess Income Tax
provision made for the Financial Years 2004-05 to 2006-07 amounting to INR 5,650 lacs had been written back during the previous quarter.

The details of Promoter's Sharehelding is based on their dedarations giving the status that no share has been pisdged for respective periods.

Figures for previous period/year have besn regrouped / reclassified to make them comparable with the cument pericd, wherever necessary.

The abovs resuits and notes therelo were reviewed by the Audt Commities and approved by the Board of Diteciurs al bhilr respacive maslings hgid
on February 14, 2014.




