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SCHEDULE 'F' - OTHER CURRENT ASSETS

31/03/2010 31/03/2009
Rs. In '000' Rs. In ‘000’
Share of interest in joint ventures 623.66 8,892.50
Prepaid Expense - 16,525.51
Others - 3,101.95
Total 623.66 28,519.96
SCHEDULE 'G' - LOANS AND ADVANCES

31/03/2010 31/03/2009
Rs. In '000' Rs. In '000'
Advance paid o Operators 31,579.66 176,426.32
Due from Subsidiary Companies 860,961.74 335,983.96

Deposits 500.00 -
893,041.40 512,410.28

SCHEDULE 'H' - CURRENT LIABILITIES AND PROVISIONS

31/03/2010 31/03/2009
Rs. In 000’ Rs. In '000'
Due to Holding Company 16,301.32 32,698.98
Dues to Operators 2,411.55 2,837.88
Other liabilities 12,054.76 48,895.10
Share of interest in joint ventures 1,882.02 39,749.86
Total 32,649.65 124,181.82




SCHEDULE 'I"' - MISCELLANEOUS EXPENDITURE

31/03/2010 31/03/2009

Rs. In '000' Rs. In '000'

Pre-incorporation Expenses 15,016.02 20,021.36
Less: Written-off during the year 5,005.34 5,005.34
Total 10,010.68 15,016.02

SCHEDULE ‘J' - EMPLOYEES' REMUNERATION AND OTHER BENEFITS *

April - Mar 2010 April - Mar 2009

Rs. In '000° Rs. In '000'

Salaries & Wages 30,930.92 16,238.20

Contribution fo Provident Fund and other funds 215147 1,060.21
Contribution to Gratuity Fund 732.96 -

Welfare Expenses & other expenses 6,747.09 2,185.03

Total 40,562.44 19,483.44

* Refer Note 10 of Schedule L - Part B

SCHEDULE 'K' - OTHER OPERATING EXPENSES

April - Mar 2010 April - Mar 2009
Rs. [n "000" Rs. In '000'
Legal, Professional and Other Fees 13,740.67 89,097.31
Share in General & Administration Expenses 46,744.45 35,205.07
Travelling and Conveyance 18,249.01 20,332.95
Advertisement - 1,769.45
Maintenance charges for software 1,648.88 2,072.76
Bank Charges 25,779.77 9,416.25
Printing & Stationery 57773 1,019.26
Telephone, Telex, Cables, Postage,elc. 617.07 118.65
Project Cost Charged off 204,078.68 -
Bid Related Expenses 327.62 798.32
Repairs and Maintenance 293.18 504.95
Other Expenses 1,502.76 1,155.98
Total 313,559.82 161,490.95




SCHEDULE'L'

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES AND NOTES FORMING PART
OF ACCOUNTS FOR THE YEAR ENDED 31" MARCH 2010

A.

3.1

3.2

33

STATEMENT OF SIGNIFICANTACCOUNTING POLICIES

ACCOUNTING CONVENTION

The financial statements are prepared under historical cost convention in accordance
with the mandatory Accounting Standards issued by the Institute of Chartered
Accountants of India and the provisions of the Companies Act, 1956, adopting accrual
system of accounting except where otherwise stated.

USE OF ESTIMATES

The preparation of financial statements requires management to make certain
estimates and assumptions that affect the amounts reported in the financial
statements and notes thereto. Differences between actual results and estimates are
recognised in the period in which they materialise.

OILAND NATURAL GAS PRODUCINGACTIVITIES

The Company follows the “Full Cost” method of accounting for its oil and natural gas
exploration and production activities. Accordingly, all acquisition, exploration and
development costs are treated as capital work-in-progress and are accumulated in a
cost centre. The cost centre is not normally smaller than a country except where
warranted by major difference in economic, fiscal or other factors in the country. When
any wellin a cost centre is ready to commence commercial praduction, these costs are
capitalised from capital work-in-progress to the gross block of assets regardless of
whether or not the results of specific costs are successful. Depletion is charged on all
capitalised costs according to the unit of production method.

The Net quantities of the Company's interests in proved reserves and proved
developed reserves of Oil & Gas at the beginning and additions, deductions,
production and closing balance for the year and disclosure of quantities on the
geographical basis are not mentioned as the Company is in exploratory phase.

SURRENDER OF FIELD/DISPOSAL OF PARTICIPATION INTEREST

If the Company were to surrender a field, the accumulated acquisition, exploration and
development costs in respect of such field are deemed to be fully depreciated if the
remainder of the wells in the cost centre continue to produce oil or gas. Gain or loss is
recognised only when the last well on the cost centre ceases to produce and the entire
cost centre is abandoned. Also, in the event the Company assigns or farms out the
whole or any part of its participating interest, the corresponding carrying value of the



3.4

3.5

4.1

4.1

capitalised amount is adjusted against the consideration and the net amount credited
or, as the case may be, is charged to the profitand loss account inthe yearin which the
Company's participating interest is assigned or farmed out.

DEPLETION

Depletion charge is calculated on the capitalised cost according to the unit of
production method. The depreciation charge or the unit of production (UOP) charge for
all costs within a cost centre is calculated by multiplying the UOP rate with the
production for the period. The unit of production rate is arrived at by dividing the
depreciation base of the cost centre by the Proved Oil and Gas Reserves. The
depreciation base of a cost centre includes gross block of the cost centre, estimated
future development expenditure and estimated site restoration expenditure and is
reduced by the accumulated depreciation and accumulated impairment charge of the
cost centre. The estimates of proved reserves used are based on the latest technical
assessment available with the Company.

SITERESTORATION COSTS

Liabilities for site restoration costs (net of salvage values) are recognized when the
Company has an obligation to dismantle and remove a facility such as cil and natural
gas production or transportation facility or an item of plant and to restore the site on
which it is located and when a reasonabie estimate of that liability can be made. Where
an obligation exists for a new facility, the liability is recognized on construction or
installation. An obligation may also crystailize during the period of operation of a facility
through a change in legislation or through a decision to terminate operations. The
amount recognized is the value of estimated future expenditure determined in
accordance with local conditions and reguirements. The corresponding amount is
added to the cost of the tangible fixed asset and is subsequently depleted as part of the
capital costs of the facility or item of plant. Any change in the value of the estimated
expenditure is reflected as an adjustment to the provision and the corresponding
tangible fixed assets.

FIXEDASSETS

INTANGIBLEASSETS

Expenditure incurred for creating/acquiring intangible assets of Rs. 5,000 thousands
and above, from which future economic benefits will flow over a period of time, is
amortised over the estimated useful life of the asset or five years, whichever is lower,
fromthe time the intangible asset starts providing the economic benefit.

In other cases, the expenditure is charged to revenue in the year the expenditure is
incurred.



6.2

6.3

7.1
7.2

8.2

IMPAIRMENT OF ASSETS

According to AS — 28 issued by ICAI, the carrying values of fixed assets of identified
cash generating units (CGU) are reviewed forimpairment at each Balance Sheet date
when events or changes in circumstances indicate that the carrying values may not be
recoverable. If the camrying values exceed the estimated recoverable amount, the
assets of the CGU are written down to the recoverable amount and the impairment
losses are recognized in the profit and loss account. The recoverable amount is the
greater of net selling price and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value based on an appropriate
discount factor.

DEPRECIATION

Fixed assets costing not more than Rs 5 thousand each are depreciated @ 100 percent
in the year of capitalization.

Computer equipments and peripherals, and mobile phones are depreciated over a
period of 4 years.

Depreciation on fixed assets other than mentioned in 6.2 are provided under the
straight line method, at rates prescribed under Schedule X1V to the Companies Act,
1956. Additions to fixed assets during the year are being depreciated on pro rata basis
from the beginning of the month in which such assets are capitalized.

INVESTMENTS

Current investments are valued at lower of cost or fair market vaiue.

According to AS — 13 issued by ICAI, Long-term investments are valued at cost.
Provision for diminution is made to recognize a decline, other than of temporary
nature, in the value of such investments.

FOREIGN CURRENCY TRANSACTIONS

Transactions in foreign currency are accounted at the exchange rate prevailing on the
date of transaction.

According to AS — 11 (Revised) issued by ICAI, Monetary items in form of Advances,
Current Assets and Current Liabilities denominated in foreign currency, outstanding at
the close of the year, are converted in Indian Currency at the appropriate exchange
rates prevailing on the date of Balance Sheet. Any profit/loss arising out of such
conversion is charged to Profitand Loss Account.



10

10.1

10.2

10.3

10.4

11
1.1

1.2

12

12.1

12.2

PRELIMINARY EXPENSES

Preliminary expenses are written off f/amortised over a period of 5 years.

PRQVISIONS, CONTINGENT LIABILITIES AND CAPITAL COMMITMENTS

According to AS — 29 issued by ICAl, Provision is recognised when there is a present
obligation as a result of past event and itis probable that an outflow of resources will be
required to settle the obligation in respect of which a reliable estimate can be made.

Disclosure for a contingent liability is made when there is a possible obligation that may,
but probably will not, require an cutflow ofresources.

Capital commitments and Contingent liabilities disclosed are those which exceed Rs.
100 thousands in each case.

Show cause notices issued by various Government authorities are considered for the
evaluation of Contingent liabitities only when converted into demand.

TAXES ON INCOME

Provision for current tax is computed in accordance with the provisions of the Income
Tax Act, 1961.

According to AS 22 issued by |ICAI, Deferred tax on account of timing difference
between taxable and accounting income is provided using the tax rates and tax laws
enacted or substantively enacted by the Balance Sheet date. Deferred tax assets are
recognised with regard to all deductible timing differences to the extent that it is
probable that taxable profit will be available against which deductible timing
differences can be utilised. When the Company carnes forward unused tax losses and
unabsorbed depreciation, deferred tax assets are recognised only to the extent there
is virtual certainty backed by convincing evidence that sufficient taxable income will be
available against which deferred tax assets can be realised.

CLASSIFICATION OF INCOME/EXPENSES

Being not material:

Prepaid expenses up to Rs. 10 thousands in each case are charged to revenue as and
whenincurred.

Liabilities for expenses are provided for only if the amount exceeds Rs. 10 thousands
in each case.

12.3 Acquisition cost which can not be assigned/identified to particular block is expensed

during the year.
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SCHEDULE 'L’ (Continued)
B. NOTES FORMING PART OFACCOUNTS

1) The Company was incorporated as a 100% subsidiary of Bharat Petroleum
Corporation Limited (BPCL) to focus on Exploration and Production Activities. The Board of
BPCL approved the transfer of Exploration and Production assets, liabilities and
investments along with the commitments and expenditures through the assignment of
BPCL's participating interests in the Production Sharing Contacts (PSCs) to the Company.
The Board of Directors of BPRL at their meeting held on 26" February 2008 approved the
assignment from BPCL to the Company. The deed of assignment has already been
executed in the name of the Company for the following Oil and Gas blocks except for
RJ/ONN/2004/1 for which application is pending with Management Committee and
Directorate General of Hydrocarbons (DGH).

Name Country Participating Interest of BPRL
31.03.2010 31.03.2009

NELP - IV
KG/DWN/2002/1 India 10.00% 10.00%
MN/DWN/2002/1 India 10.00% 10.00%
CY/ONN/2002/2 India 40.00% 40.00%
NELP - VI
KG/DWN/2004/2 india 10.00% 10.00%
KG/DWN/2004/5 India 10.00% 10.00%
CY/ONN/2004/1 India 20.00% 20.00%
CY/ONN/2004/2 India 20.00% 20.00%
RJ/ONN/2004/1 India 11.11% 11.11%
NELP — Vil
RJ/ONN/2005/1 India 25.00% (a) 25.00%
Blocks outside India
Block No 56 Oman 12.50% (b) 12.50%
WA/388/P Australia 14.00% 14.00%
AC/P32 Australia 20.00% 20.00%
48/1b & 2¢c — North Sea U.K. 25.00% 25.00%

(a) The Board of Directors of the Company at its meeting held on 19" January, 2010 has
resolved to increase its Participating Interest in RJ-ONN-2005/1 Block under NELP VI
from existing 25% upto 37.5%. Based on Operating Committee resolution dated
24™ March, 2010 it was agreed that BPRL, HOEC and IMC will share equally the
participating interest of defaulting party in accordance with the provisions of PSC and
JOA. Accordingly, P.l of BPRL would be 33.33% subject to approval from DGH and
Ministry of Petroleum & Natural Gas.



(b) As perBoard resolution, expenditure incurred in Block Oman 56 has been charged off/
written off during the year. Any expenditure incurred in future for completing the
formalities relating to relinquishment of biock will aiso be charged off as and when
incurred.

2) In accordance with AS 27 'Financial Reporting of Interests in Joint Ventures', the financial
statements include the Company's share in the assets, liabilities, incomes and expenses of
jointly controlled assets.

In case of blocks located outside India, the reporting period is generally different. Also in
case of blocks located in India, the financial statements of the jointly controlled assets for
the year ending 31" March 2010 are not available as at the date of finalisation of the
accounts. Therefore, unaudited financial / billing statements for the year ended
31 December 2009 have been used for the purpose of reporting share of interest in jointly
controlled assets for blocks in India and outside India.

* Inrespect of jointly controlled entities, the Corporation's share of assets, liabilities,
income, and expenditure complied on the basis of unaudited/audited financial
statements received from these joint ventures are as follows:

(Rs. In '000")
31.03.2010 31.03.2009
(I) Current Assets 1,351.22 28,649.98
(i) Liabilities 1,882.02 39,749.86
(iii) Income 0.00 0.00
(iv) Expenses 0.00 0.00
3) Earnings Per Share (EPS):
The basic/diluted earning per equity share is calculated as stated below:
2009-10 2008-09
Net profit/ (loss) after tax Rs. In ‘000’ (357,216.82) (139,322.68)
Weighted average equity shares Nos. In ‘000’ 702,552.67 502,552 67
outstanding during the period
Basic earning per equity share Rs. (0.51) (0.28)
Diluted earnings per equity share Rs. (0.51) (0.28)
4) Related Party Disclosure as per AS-18:
Name of Related Parties: VB (Brazil) Petroleo Private Ltda.
Nature of Transactions:
(Rs. In ‘000"
200910 2008-09

Equity Contribution 26,954.58 26,954.58
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5) The Company has identified the geographical segment as its primary segment.
Geographic segments of the Company are determined based on the [ocation of the assets
viz, "Within India" and "Outside India". The Company is operating in a single business
segmenti.e. Exploration & Production of Hydrocarbons and as such all business activities
revolve around this segment. Hence, there is no separate secondary segment to be
reported considering the requirement of AS 17 on Segment Reporting issued by the
Institute of Chartered Accountants of India. The segmentinformation is as under:

{Rs. In*000")
Within India Qutside India Total
2009-10 2008-09 2009-10 2008-09 2009-10 2008-09

Revenue

External Revenue i ) ) - - .

Inter Segment Revenue - - - - - -

Total Revenue ) ) - i - .
Result

Segment Results (32,134.92) (17,740.35) | (14,609.52) (17,464.72) | (46,744.45) (35,205.07)

g;sgﬂgzged Corporate : - : - | (314,716.59) | (152,809.38)
Operating profit - - - - | (361,461.04) | (188,014.45)
mig:n::terem & Other - - - - 4,244.22 48,691.77
Profit after Tax - - - - | (357,216.82) | (139,322.68)
Cther Information
Segment Assets 1,165,792.18 950,013.55 | 798,583.61 | 1,048,061.61 | 1,964,375.80 | 1,998,075.16
gg:gfscawd Corporate - - - - | 7,793,490.77 | 3,888,540.38
Total Assets - - - - | 9,757,866.57 | 5,886,615.54
Segment Liabilities - 2,837.88 4,293.57 39,749.85 4,293.57 42587.73
Ei';izllﬁ;;astm Corporate - - - - | 3,298,356.08 | 1,031,594.08
Total Liabilities - - - - | 3,302,649.65 | 1,074,181.81
Capital Expenditure - - - - | 148,943.31 | 1,070,686.98
Depreciaticn/ Amortisation - - - - 2,168.00 192442
Non cash expenses other ] ) . ) 5 005.34 5 005.34
than depreciation S Dads

o
&



6)

BPEL Annual Report 2007

Capital commitments and Contingent Liabilities:

(a) Capital Commitments:

(Rs.In'000"
31.03.2010 31.03.2009
Estimated amount of contracts
remaining to be executed on capital
account and not provided for
USD 77.37 Mn (Previous year USD 56.65 Mn) 3,492,462.20 2,886,317.50
(b) Contingent Liabilities:
(Rs. In'000"
31.03.2010 31.03.2009
445,137.14 1,128,238.43
Counter Guarantees / Stand by Letter of Credits
established by BPCL on behalf of the company to
Agencia Nacional Do Petroleo (ANP), a govt.
organisation in Brasil for Blocks in Brasil
Bank Guarantees for NELP Blocks 843,743.17 56,653.00

7) The Company along-with an Indian partner (equal share) has acquired Encana Brazil

Petroleo Limitada, a subsidiary of Encana Canada holding participating interest in 4
exploratory concessions in Brazil in the previous financial year. Funding for this acquisition
(BPRL's share) has been done partly by BPRL through Equity and partly through loan taken
by BPRL Ventures B.V. (100% step-down subsidiary of BPRL). This loan is obtained from
Standard Chartered Bank, London. The shares {(Quotas) of Joint Venture (VB Brazil
Petrolec Ltda.) and BPRL Ventures B.V. (100% subsidiary of BPRL International B.V.) have
been pledged as collateral for obtaining loan from Standard Chartered Bank.

8) Expenditure in Foreign Currency (On Cash Basis) :

{Rs. In '000}
2009-10 2008-09
(a) Professional Consultancy Fees 4,649.28 30,176.04

The Company has notreceived any intimation from its vendors regarding their status under
the Micro, Small and Medium Enterprises Development Act, 2006 and hence disclosures, if
any, required under the Act are not made.

10) During the period there were no direct employees on the payroll of the Company. However,

the holding company (BPCL) has assigned its employees to the Company (BPRL).
Accordingly, the salaries and other related costs of these employees incurred by BPCL are
reimbursed by the Company. Hence no provision is made for Employees Benefits in
relation to AS-15.



----------

12)

13)

14)

15)

16)

17)
18)

Key Management Personnel:

Shri D. Rajkumar (Managing Director) — w.e.f. 01.05.2009,
Shri B. K. Menon (Managing Director) — up to 30.04.2009.

Managerial Remuneration: (Rs. In '000%)
2009-10 2008-09
Salary and allowances 2,336.18 1,153.47
Contribution to Provident Fund and other funds 272.54 93.60
Other benefits 2938.76 107.46
5,547.48 1,354.54

Foreign Exchange gainof Rs. 3,908.88 (In‘000’) [previous yearRs. 39,683.21 (In'000")] are
in line with Significant Accounting Policy No. 8 due to applicability of AS-11 (Revised).

Amount received from holding company has been shown under the head
“Unsecured Loans”.

Since all the blocks are in the exploration phase, there is no virtual/reasonable certainty
supported by convincing evidence that sufficient future taxable income will be available
against which unabsorbed depreciation and carry forward tax losses can be realised. Hence,
no deferred tax asset has been recognised as per AS — 22 in the accounts in respect of
unabsorbed depreciation and carry forward l0sses.

During the year there is no taxable income, hence income tax provision has not been
made.

In terms of Significant Accounting Policy No. 5, the company assessed the Cash Generating
Assets for the Impairment as required under AS-28 issued by ICAI and found that no cash
generating assets needs impairment as on 31.03.2010.

The Company has continued to follow the practice of charging off the Professional fees
incurred for Due Diligence purposes. Similar issue has been earlier referred to the Expert
Advisory Committee of Institute of Chartered Accountants of India for its cpinion, which is still
awaited.

Exchange Rates: 1 USD =45.14 INR, 1 AUD = 41.29 as at 31.03.2010.

Figures of previous year have been regrouped wherever necessary to confirm to current year
presentation.
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STATUTORY INFORMATION PURSUANT TO PART - IV OF SCHEDULE - VI
TO THE COMPANIES ACT, 1956

BALANCE SHEET ABSTRACT AND COMPANIES GENERAL BUSINESS PROFILE

. Registration Details

State
Registration No. U23209MH2006G0O1165152 Code 11
Balance Sheet Date 31 03 2010
Date Month Year
Il. Capital raised during the year (In Thousand)
Public Issue Right Issue
(Issued to BPCL) NIL 2,000,000
Bonus lssue Private Placement
NIL NIL

lll Position of Mobilisation and Deployment of Funds {In Thousand}

Total Liabilities Total Assets

10,295,527 10,295,527

Sources of Funds :

Paid-up Capital Reserves & Surplus
7,025,527 -
Secured Loans Unsecured Loans

- 3,270,000

Application of Funds :

Net Fixed Assets Investments
1,945,164 * 6,890,978

Net Current Assets Misc. Expenditure
879,065 10,011

Accumulated losses
570,310 * Includes Capital work-in-progress

IV. Performance of Company

Turnover Tolal Expenditure
4,244 361,461
+ - Profit/Loss Before Tax + - Profit/Loss After Tax
- 357,217 - 357,217
Earning per Share in Rs. Dividend rate %

(0.51) -
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V. Generic Names of Three Principal Products/Services of Company (as per monetary terms)

ltem Code No. 27090000

(ITC Code)

Product Crude Petroleum
Description

item Code No. 27112100
(ITC Ceode)

Product Natural Gas
Description

ltem Code No.

{ITC Code)
Product
Description

Note :

ITC code of products as per Indian Trade Classification based on harmenised commodity
description and coding system by Ministry of Commerce, Directorate General of Commercial
Intelligence & Statistics.

The company does not have any producing assets.

Signature to Schedules "A'to "L’

For and on behalf of the Board of Directors

Sd- Sd/-
8. K. Joshi D. Rajkumar
Director Managing Director
Sdf-

Narendra Dixit
Company Secretary
Place : Mumbai
Dated : 30th April, 2010



Cash Flow Statement for the period ending 31° March 2010

EPEL Annual Repor 2009-201

Rupees

2009-10

2008-09

Rs. In "000’

Rs. In ‘000’

Cash Flow from Operating Activities
Profit / {Loss) before tax

Adjustmenis for:

Depreciation and Amartisation
Non-cash items - Misc. Exp.

Operating Profit / (Loss) before Working Capital changes

(Increase) / Decrease in Current Assets
Increase / {Decrease) in Current Liabilities

Net Cash Flow from / used in Qperating Activities

Net Cash Flow from Investing Activities
Purchase of Fixed Assets

Investment in Subsidiary company

Capital Work-in-progress

Net Cash Flow from/used in Investing Activities

Net Cash Fliow from Financial Activities
Issue of Equity Share Capital
Loan from Holding Company

Net Cash Flow from/used in Financing Activities
Net Increase/{Decrease) in Cash and Cash equivalents (A+B+C)

Cash and Cash equivalents as on 31st March

Bank Balance
Share of Interest in Joint Venture

Cash and Cash equivalents as on 31st March

Bank Balance
Share of Interest in Joint Venture

Net change in Cash and Cash equivalents

(357.216.82)

(139,322.68)

2,168.00 1,924.42
5.005.34 5,005.34
{350,043.48) {132,392.92)
(352,734.81) (61,573.37)
(91,532.16) (193,419.36)
(794,310.45) (387,385.65)
(10,497.26) (213.38)
(3,447,108.00) (3.417,272.87)
(138,446.04) (1,070,473.59)
(3,596,051.30) {4,487,959.84)
2,000,000.00 4,000,000.00
2,320,000.00 950,000.00
4,320,000.00 4,950,000.00
(70,361.76) 74,654.51
2009 2008
Rs. In '000 Rs. In '000
68,653.42 2,678.99
19,757.47 11,077.39
88,410.89 13,756.38
2010 2009
Rs. In '000 Rs. In ‘000
17,321.57 68,653.42
727.56 19,757.47
18,049.13 88,410.89
(70,361.76) 74,654.51

Explanatory Notes to Cash Flow Statement

1

The Cash Flow Statement is prepared in accordance with Accounting Standard 3 issued by the Institute of

Chartered Accountants of India.

In Part-A of the Cash Flow Statement, figures in brackets indicate deductions made from the Net Profit / (Loss) for
deriving the net cash flow from operating activities. In Part-B and Part-C, figures in brackets indicate cash outflows.

“Non-Cash items” represents "Miscellaneous Expenditure written off” during the period.

Figures of previous year have been regrouped wherever necessary, to conform to current year's presentation

For and on hehalf of the Board of Directors

Sdf- Sd/-
8. K. Joshi D. Rajkumar
Director Managing Director

Place: Mumbai
Dated: 30th April, 2010

As per our attached report of even date

For and on behalf of

Uttam Abuwala & Co.
Chartered Accountants

Sd/-

CA Uttam Prakash Agarwal

Partner

Membership No. 041986
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CONSOLIDATED FINANCIAL STATEMENTS OF
BHARAT PETRORESOURCES LIMITED



1.

AUDITOR'S REPORT
TO THE MEMBERS OF BHARAT PETRORESOURCES LIMITED

We have audited the attached Consclidated Balance Sheet of BHARAT
PETRORESOURCES LIMITED, its subsidiaries and joints venture as at March
31, 2010, the Consolidated Profit and Loss Account for the year ended on that date
annexed thereto, and the Consolidated Cash Flow Statement for the year ended on that
date, annexed thereto. These Consolidated financial statements are the responsibility
of the Company's management and have been prepared by the management on the
basis of separate financial statements and others financial information regarding
component. Our responsibility is to express an opinion on these consolidated financial
statements based on our examination.

We did not audit the financial statements of the following subsidiaries and interest in
joint venture, whose financial statements in the aggregate, reflect the financials as
under:-

(Rs. In'0007)
Company Assets(Net) | Revenue Cash Remarks
Flow

BPRL Subsidiary | 5,745,5685.32 | (622,901.21) | Not Audited
International Available
BV )
VB (Brazil ) | Joint 798,765.42 | 4,319,023.17 | Not Audited
Petroleo Venture Available
Private Ltda
IBV (Brazil ) | 100% 9,209,648.91 | (333,283.44) | Not Audited
Petroleo Subsidiary Available
Ltda of VB

{Brazil

Petroleo

Pvt. Ltd.)

These financial statements have been audited by the other auditors whose reports have
been furnished to us and our opinion, in so far as it relates to the amounts included in
respect of these subsidiaries and joint venture, is based solely on the report of the other
auditors.

The audited consolidated financial statements of BPRL International BV drawn for the
fiteen months ended March 31, 2010 have been used for the purpose of consolidation.

The audited financial statements of VB (Brazil) Petroleo Private Ltda. and IBV (Brazil}
Petroleo Ltda. drawn for the year ended December 31, 2009 have been used for the
purpose of consolidation.

We conducted our audit in accordance with auditing standards generally accepted in
India. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement(s).
An audit includes examining, on test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.



4. We report that the Consolidated Financial Statements have been prepared by the
company management in accordance with the requirements of Accounting Standard 21
on “Consolidated Financial Statements” and Accounting Standard 27 on “Financial
Reporting of Interest in Joint Ventures” issued by the Institute of Chartered Accountants
of India and on the basis of the separate financial statements of the company, and its
subsidiaries and interest in joint ventures included in Consolidated Financial
Statements.

5. Without qualifying our opinion, we draw attention to:

Remark in serial no 3 in report of independent auditor of joint venture company,
VB (Brazil) Petroleo Private Ltda. The Company owns 100% of capital of IBV (Brazil)
Petroleo Ltda. During 2008, IBV (Brazil} Petroleo Ltda. paid the amount of Brazilian
Reals 1824 thousand related to the stock options program. No support documentation
was presented for this expense by IBV Patroleo Ltda. We were unable to satisfy our self
to the amount related to the aforementioned expense with other audit procedures.

6. Based on our audit and on the consideration of the reports of the other auditors on
separate financial statements of subsidiaries and joint venture (as mentioned in
Paragraph 2 above), as submitted to us by the management, and to the best of our
information and explanation given to us, we are of the opinion that attached
consolidated financial statements, give a true and fair view in conformity with
accounting principles generally accepted in India:

a) inthe case of the Consolidated Balance Sheet, of the consolidated state of affairs of
the Company and its subsidiary as at March 31, 2010;

b} inthe case of the Consolidated Profits and Loss Account, of the consolidated results
of operations of the Company and its subsidiaries and interest in joint venture for the
year ended on that date; and

c) inthe case of Consolidated Cash Flow Statement, of the consolidated cash flows of
the Company and its subsidiaries and interest in joint venture for the year ended on
that date.

For Uttam Abuwala & Co.
Chartered Accountants

Sd/-

CA. Uttam Prakash Agarwal
(Partner)

Membership No. 041386

Place: Mumbai
Date ; 19"May, 2010



CONSOLIDATED BALANCE SHEET AS AT 31 MARCH, 2010

Schedule As at 31st As at 31st
March, 2010 March, 2009
{Rs. in '000") (Rs. in "000") (Rs. in "000%)
. SOCURCES OF FUNDS
4. Sharehoiders’ Funds
Capital 1 7,025,526.70 5,025,526.70
Reserves and Surplus 2 (1,425,520.98) 724,797.87
5,600,005.72 5,750,324.57
2. Loan Funds
Secured Loans 3 5,285,456.50 5,359,185.07
Unsecured Loan 4 3,270,000.00 950,000.00
8,555,456.50 6,309,185.07
Total 14,155,462.22 12,059,509.64
Il. APPLICATION OF FUNDS
1. Fixed Assets
Gross Block 5 3,883,274.18 3,871,570.72
Less: Accumulated Depreciation/Amortisation 10,919.25 6,857.02
Net Block 3,872,354.93 3,864,713.70
Capital Work-in-Progress 6 8,887,924.09 5,113,061.50
12,760,279.02 8,977,775.20
2. Current Assets,Loans and Advances
Cash and Bank balances 7 364,425.44 112,866.84
Other Current Assets 8 67,937 .46 11,994 45
Loans and Advances 9 779,660.64 1,044,648.45
1,212,023.54 1,169,509.74
Less : Current Liabilities and Provisions 10
Liabilities 936,914.43 401,934.46
Provisions 210,189.99 -
1,147,104.42 401,934.46
Net Current Assets 64,919.12 767 575.28
3. Miscellaneous Expenditure 11
(to the extent not written off or adjusted) 10,091.97 15,137.94
4. Debit balance in Profit and Loss Account 1,320,172.11 2,299,021.22
Total 14,155,462.22 12,059,509.64
Noles to Consolidated Accounts 16

The Schedules referred to above and notes to accounts from an integral part of Balance Sheet

As per our report of even dale

For Uttam Abuwala & Co.
Chartered Accountants

For and on behalf of the Board of
Bharat Petroresources Limited

Sa/- Sd/-
Sdf- S. K. Joshi D. Rajkumar
CA Uttam Prakash Agarwal Director Managing Director
Partner

Membership No.: 041986

Place; Mumbai
Date: 19th May, 2010

Place: Mumbai
Date: 18th May, 2010




BPRL Annual Repor 200%-2010

CONSOLIDATED PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31" MARCH, 2010

Schedule As at 31st As at 31st
March, 2010 March, 2009
(Rs. in '000") {Rs. in '000°) {Rs. in “000")
l. Income
Other Income 12 2,731,829.53 108,881.36
2,731,829.53 108,881.36
Il. Expenditure
Personnel Expenses 13 50,400.11 34,070.40
Operating and Other expenses 14 718,011.12 199,221.15
Interest and Other Financial Costs 15 778,074.63 2,053,277.37
Miscellaneous expenditure written off 5,045.98 5,045.98
Depreciation / Amortisation 3,831.69 2,408.63
1,556,363.53 2,294,023.53
11l. Profit Before Taxation 1,175,466.00 (2,185,142.17)
Provision for Taxation:
- Current Tax 3,179.32 -
- Share of interest in Joint Venture 193,437.58 31,450.21
186,616.90 31,450.21
IV. Profit After Taxation 978,849.10 (2,216,592.38)
Add: Surplus brought forward from Previous Year (2,299,021.21) (82,428.84)
V. Availahble Surplus (1,320,172.11) (2,299,021.22)
Appropriations - -
Surplus carried to Balance Sheet (1,320,172.11) (2,299,021.22)
Consclidated Earning per share:
Basic 1.39 (4.41)
Diluted 1.39 (4.41)
Face Value Per Share {in Rs.} 10.00 10.00
(Refer Note No. 7 in Schedule 16)
Notes to Consolidated Accounts 16

The Schedules referred to above and notes {0 accounts from an integral part of Balance Sheet

As per our report of even date

For Uttam Abuwala & Co.
Chartered Accountants

Sd/-

CA Uttam Prakash Agarwal
Partner

Membership No.: 041986

Place: Mumbai
Date: 18th May, 2010

For and on behalf of the Board of

Sd/-
8. K. Joshi
Director

Place: Mumbai

Bharat Petroresources Limited

Sd/-

D. Rajkumar
Managing Director

Date: 19th May, 2010




SCHEDULE FORMING PART OF THE CONSOLIDATED BALANCE SHEET

SCHEDULE 1
CAPITAL
As at 31" March, | As at 31" March,
2010 2009
(Rs.in 0009 | (Rs. in 000
Authorised

1,000,000,000 Equity Shares of Rs. 10/- each

Issued, Subscribed ard Paid up

702,552,670 (Previous Year: 502,552,670) Equity Shares of Rs. 10/- each fully

10,000,000.00

10,000,000.00

paid-up 7,025,526.70 5,025,526.70
Total 7,025,526.70 5,025,526.70
702,552,610 shares held by the Holding Company - Bharat Petroleum Corporation
Limited
SCHEDULE 2
RESERVES AND SURPLUS
As at 31" March, | As at 31* March,
2010 2009
{Rs. in '000") (Rs. in 000" (Rs. in 000"
Foreign Currency Translation Reserve
Balance as per last Balance Sheet 724,797.87
Add: Arisen during the year (2,150,318.85)
(1,425,520.98) 724,797.87
Balance in Profit and Loss Account - -
Total {1,425,520.98) 724,797.87

SCHEDULE 3
SECURED LOANS

As at 31" March, | As at 21° March,
2010 2009
(Rs. in "000") (Rs. in "000% (Rs. in '000")
From Banks
On Term Loan Account 5,285,456.50
5,285 456 .50 5,359,185.07
Total 5,285,456.50 5,359,185.07
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SCHEDULE FORMING PART OF THE CONSOLIDATED BALANCE SHEET

SCHEDULE 10
CURRENT LIABILITIES AND PROVISIONS

As at 31st As at 31st
March, 2010 March, 2009
(Rs. in "000) (Rs. in '000)
Liabilities
Sundry Creditors 704261 1,748.76
Dues to Holding Company 16,301.32 32,698.98
Dues to Operators 2,411.55 2,837.88
Share of interest in joint ventures 897,731.19 51,604.26
Other Liabilities 13,427.76 313,044.58
Total 936,914.43 401,934.46
Provisions
Provisions for Taxes iess Payments 210,189.99 -
Total 210,189.99 -
SCHEDULE 11
MISCELLANEOUS EXPENDITURE
As at 31st As at 31st
March, 2010 March, 2009
(Rs. in '000) (Rs. in '000)
Pre-incorporation Expenses 15,137.94 20,183.92
Less: Written-off during the year 5,045.98 5,045.98
10,091.96 15,137.94
SCHEDULE 12
OTHER INCOME
As at 31st As at 31st
March, 2010 March, 2009
(Rs. in '000) (Rs. in '000)
Interest on loans and deposits etc. 395.89 9,277.32
Share in interest in joint venture 2,722,078.99 59,701.98
Exchange difference (net) 318.27 39,902.08
Gains on Farm out of Participating Interest (5%) 9,037.38 -
Miscellaneous Income - -
Total 2,731,829.53 108,881.36




SCHEDULE FORMING PART OF THE CONSOLIDATED PROFIT AND LOSS ACCOUNT

SCHEDVULE 13

PERSONNEL EXPENSES
As at 31st As at 31st
March, 2010 March, 2009
{Rs. in '000) {Rs. in '000)
Salaries, wages and bonus 30,930.92 15,691.17
Contribution to provident and other funds 2,884.43 1,060.21
Waorkmen and siaff welfare expanses 6,747.09 3,149.00
Share in intarest in joint venlure 983767 14,170.02
Total 50,400.11 34,070.40
SCHEDULE 14
OPERATING AND OTHER EXPENSES
As at 31st As at 31st
March, 2010 March, 2009
{Rs. in '000) {Rs. in '000)
Insurance 7,645.16 -
Maintenance Chage for Software 1,648.88 2,072.76
Travelling and conveyance 18,249.01 20,332.95
Communication Expenses 617.07 118.65
Printing and stationery 577.73 1,019.26
Share in General & Administration Expenses 225,012.10 45,886.01
Advertisement & sales promotion - 1,769.45
Project Cost Charged off 204,078.68 -
Share in Production Sharing Contracts (PSC) Commitments 60,592.41 793.88
Share in interest in joint venture 155,292.99 29,229.61
Management and adminstrative fee 4,705.43 1,313.57
Legal and consultancy charges 36,263.70 93,421.06
Auditors Remuneration 1,659.12 700.11
Miscellaneous expenses 2,668.84 2,563.84
Total 719,011.12 199,221.15
SCHEDULE 15
INTEREST AND OTHER FINANCIAL CHARGES
As at 31st As at 31st
March, 2010 March, 2009
{Rs. In '000) {Rs. in '000)
Interest on Loans and others 367.885.95 137,113.91
Bank and Financial charges 41,210.48 106,152.36
Share in interest in joint venture 368,978.20 1.810,0t11.10
Total 778,074.63 2,053,277.37




SCHEDULE FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND THE
CONSOLIDATED PROFIT AND LOSS ACCOUNT

SCHEDULE 16

NOTES TO CONSOLIDATEDACCOUNTS

1. DESCRIPTION OF BUSINESS

Bharat PetroResources Limited ('the Holding Company') was incorporated as a 100%
subsidiary of Bharat Petroleum Corporation Limited (BPCL) to focus on Exploration and
Production activities. The Holding Company and its subsidiaries are hereinafter

collectively referred to as 'the Group'.

(a) The Consolidated Financial Statements include the financial statements of the
Holding Company and its subsidiaries and joint venture. Subsidiaries are those
companies in which Bharat PetroResources Limited, directly or indirectly, has an
interest of more than one half of voting power or otherwise has power to exercise
control over the composition of the Board of Directors. Subsidiaries and joint
ventures are consolidated from the date on which effective control is transferred to

PRINCIPLES OF CONSOLIDATION

the Group to the date such control exists.

(b) The subsidiaries and joint ventures considered in the consolidated financial

statements are given below:

%age
2;‘ Name of the Group Relationship Com;?try of Group
) : holding as at
Incorporation 31.03.2010
1 Bharat PetroResources Subsidiary India 100%
JPDA Ltd. (BPR JPDA)
2 BPRL International BY Subsidiary Netherlands 100%
3 BPRL Ventures BV Subsidiary Netherlands 100%
4 BPRL Ventures Subsidiary Netherlands 100%
Mozambique BV
5 BPRL Ventures Subsidiary Netherlands 100%
Indonesia BV
6 VB (Brazil) Petroleo Joint Venture Brazil 50%
Privale Lida.
7 | IBV (Brazil) Petroleo Ltda. v Brazil *
Notes:

i} BPRL Ventures BV, BPRL Ventures Mozambique BY and BPRL Ventures

Indonesia BV are wholly owned subsidiaries of BPRL International BV

i) VB (Brazil) Petroleo Private Ltd. is a 50% joint venture with Videocon
Industries Limited.

i) * 1BV (Brazil) Petroleo Ltda. is a wholly owned subsidiary of VB (Brazil)
Petroleo Private Ltd.
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SCHEDULE FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND THE
CONSOLIDATED PROFIT AND LOSS ACCOUNT

SCHEDULE 16 (CONTD.")
NOTES TO CONSOLIDATEDACCOUNTS

iv} The ownership interest as given above has been calculated based on the effective
interest of Bharat PetroResources Limited in the various subsidiaries and joint ventures
including the investments made by its subsidiaries.

(¢} The Consolidated Financial Statements have been prepared in accordance with historical
cost convention and AS 21 - “Consolidated Financial Statements” and AS 27 — “Financial
Reporting of Interest in Joint Ventures” issued by the Institute of Chartered Accountants of
India and the relevant provisions of the Companies Act, 1956.

{d} The Consclidated Financial Statements have been prepared on the following basis:

i) The financial statements of each of the subsidiaries and joint venture, other than
those mentioned in (ii) and (iii), drawn upto the same reporting date i.e. year ended
March 31, 2010 have been used for the purpose of consolidation

i) The audited financial statements of VB (Brazil) Petroleo Private Ltda. and IBV
{Brazil} Petroleo Ltda. drawn for the year ended December 31, 2009 have been
used for the purpose of consolidation.

i) The consolidated audited financial statements of BPRL Intemational BV drawn for
the fifteen months ended March 31, 2010 have been used for the purpose of
consclidatior.

iv) All the subsidiaries and joint venture of the Holding Company are incomporated
outside India except BPR JPDA Ltd. The activities of the subsidiaries and joint
venture are not an integral part of those of the Holding Company and hence, these
have been considered to be Non-Integral foreign operationsin terms of AS 11 —"The
Effects of Changes in Foreign Exchange Rates (Revised 2003). Consequently, the
assets and liabilities, both monetary and non-monetary, of such subsidiaries have
been translated at the closing rates of exchange of the respective currencies as at
March 31, 2010. Revenue items are consclidated at the average rate prevailing
during the year.

v) Al inter Group transactions, balances and unrealized surplus and deficit on
transactions between Group companies are eliminated.

vi) Changes have been made in the accounting policies followed by each of the
subsidiaries and joint venture to the extent they were material and identifiable from
their respective audited accounts to make them uniform with the accounting
policies followed by the Holding Company. Where it has not been practicable to use
uniform accounting policies in preparing the consclidated financial statements, the
different accounting policies followed by each of the group companies have been
followed. (Refer Note No.3)
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SCHEDULE FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND THE

CONSOLIDATED PROFIT AND LOSS ACCOUNT

SCHEDULE 16 (CONTD.")

NOTES TO CONSOLIDATED ACCOUNTS

3.

SIGNIFICANTACCOUNTING POLICIES

(a)

(b)

(c)

Accounting convention

The consolidated financial statements are prepared under historical cost convention in
accordance with the mandatory Accounting Standards issued by the Institute of Chartered
Accountants of India (ICAI) and the provisions of the Companies Act, 1956, adopting
accrual system of accounting except where otherwise stated.

Use of estimates

The preparation of financial statements requires management to make certain estimates
and assumptions that affect the amounts reported in the financial statements and notes
thereto. Differences between actual results and estimates are recognised in the period in
which they materialise.

Oil and natural gas producing activities

(I) The Group follows the “Full Cost” method of accounting for its oil and natural gas
exploration and production activities. Accordingly, all acquisition, exploration and
development costs are treated as capital work-in-progress and are accumulated in a
cost centre. The cost centre is not normally smaller than a country except where
warranted by major difference in economic, fiscal or other factors in the country. When
any well in a cost centre is ready to commence commercial production, these costs
are capitalised from capital work-in-progress to the gross block of assets regardless of
whether or not the results of specific costs are successful. Depletion is charged on all
capitalised costs according to the unit of production method.

(i) The net quantities of the Group's interests in proved reserves and proved developed
reserves of ail and gas at the beginning and additions, deductions, production and
closing balance for the year and disclosure of quantities on the geographical basis are
not mentioned as the Group is in exploratory phase.

(i) Surrender offield / disposal of participation interest

If the Group were to surrender a fieid, the accumulated acquisition, exploration and
development costs in respect of such field are deemed to be fully depreciated. If the
remainders of the wells in the cost centre continue to produce oil or gas, gain or loss is
recognised only when the last well in the cost centre ceases to produce and the entire
cost centre is abandoned. Also, in the event the Group assigns or farms out the whole
or any part of its participating interest, the corresponding carrying value of the
capitalised amount is adjusted against the consideration and the net amount is
credited or, as the case may be, is charged to the profit and loss account in the yearin
which the Group's participating interest is assigned or farmed out.

Pyl rmoe
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SCHEDULE FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND THE

CONSOLIDATED PROFIT AND LOSS ACCOUNT

SCHEDULE 16 (CONTD.")

NOTES TO CONSOLIDATEDACCOUNTS

(iv) Depletion

v)

Depletion charge is calculated on the capitalised cost according to the unit of
production method. The depreciation charge or the unit of production (UOP) charge
for all costs within a cost centre is calculated by multiplying the UOP rate with the
production for the period. The unit of production rate is arrived at by dividing the
depreciation base of the cost centre by the Proved Oil and Gas Reserves. The
depreciation base of a cost centre includes gross block of the cost centre, estimated
future development expenditure and estimated site restoration expenditure and is
reduced by the accumulated depreciation and accumulated impairment charge of the
cost centre. The estimates of proved reserves used are based on the latest technical
assessment available with the Group.

Site restoration costs

Liabilities for site restoration costs {net of salvage values) are recognized when the
Group has an obligation to dismantle and remove a facility such as oil and natural gas
production or transportation facility or an item of plant and to restore the site on which it
is located and when a reascnable estimate of that liability can be made. Where an
obligation exists for a new facility, the liability is recognized on construction or
installation. An obligation may also crystallize during the period of operation of a
facility through a change in legislation or through a decision to terminate operations.
The amount recognized is the value of estimated future expenditure determined in
accordance with local conditions and requirements. The corresponding amount is
added to the cost of the tangible fixed asset and is subsequently depleted as part of
the capital costs of the facility or item of plant. Any change in the value of the estimated
expenditure is reflected as an adjustment to the provision and the corresponding
tangible fixed assets.

(d) Fixedassets

(i)

intangible assets

Software is amortised over the estimated useful life of the asset or five years,
whicheveris lower.

Holding Company

Expenditure incurred for creating/acquiring other intangible assets of Rs.5 miflion and
above, from which future economic benefits will flow over a period of time, is amortised
over the estimated useful life of the asset or five years, whichever is lower, from the
time the intangible asset starts providing the economic benefit.

In other cases, the expenditure is charged to revenue in the year the expenditure is
incurred.



SCHEDULE FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND THE

CONSOLIDATED PROFIT AND LOSS ACCOUNT

SCHEDULE 16 (CONTD.")

NOTES TO CONSOLIDATEDACCOUNTS

(e)

(f)

(9)

(h)

Impairment of assets

According to AS — 28 issued by ICAI, the carrying values of fixed assets of identified cash
generating units (CGU) are reviewed for impairment at each Balance Sheet date when
events or changes in circumstances indicate thal the carrying values may not be
recoverable. Ifthe carrying values exceed the estimated recoverable amount, the assets of
the CGU are written down lo the recoverable amount and the impairment losses are
reccgnized in the profit and loss account. The recoverable amount is the greater of net
selling price and value in use. In assessing value in use, the estimated future cash flows are
discounted to their present value based cn an appropriate discount factor.

Depreciation
{i) Holding Company

Fixed assets costing not more than Rs 5,000 each are depreciated @ 100 percentin
the year of capitalization.

Computer equipments and peripherals, and mobile phones are depreciated over a
period of 4 years.

Depreciation on fixed assets other than computer equipments and peripherals and
mobile phones are provided under the straight line methed, at rates prescribed under
Schedule XIV to the Companies Act, 1956. Additions to fixed assets during the year
are being depreciated on pro rata basis from the beginning of the month in which such
assets are capitalized.

(i) [BV (Brazil) Petroleo Ltda.

Depreciation is calculated on straight line method, in accordance with the rates as
described below:

Furniture and Fixtures 10%

Vehicles 20%

IT Equipments 20%

Installations 10%
Investments

(i) Currentinvestments are valued atlower of cost or fair market value.

(i) According to AS — 13 issued by ICAl, long-term investments are valued at cost.
Provision for diminution is made to recognize a decline, other than of temporary
nature, in the value of such investments.

Foreign currency transactions

(iy Transactions inforeign currency are accounted at the exchange rate prevailing on the
date of transaction.

(i) According to AS — 11 (Revised) issued by ICAI, monetary items in form of Advances,
Current Assets and Current Liabilities denominated in foreign currency, outstanding at
the close of the year, are converted in Indian Currency at the appropriate exchange
rates prevailing on the date of Balance Sheet. Any profit/loss arising out of such
conversion is charged to Profitand Loss Account.
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CONSOLIDATED PROFIT AND LOSS ACCOUNT

SCHEDULE 16 (CONTD.")

NOTES TO CONSOLIDATED ACCOUNTS

(i

)

(k)

)

Preliminary expenses

Preliminary expenses are written off /amortised over a pericd of 5 years,

Provisions, contingent liabilities and capital commitments

(i)

(if)

(iii)

According to AS — 29 issued by ICAI, provision is recognised when there is a present
obligation as a result of past event and it is probable that an outflow of resources will
be required to settle the obligation in respect of which a reliable estimate can be made.

Disclosure for a contingent liability is made when there is a possible obligation that
may, but probably will not, require an cutflow of resources.

Capital commitments and Contingent liabilities disclosed are those which exceed
Rs. 0.10million in each case.

{(iv) Show cause notices issued by various Government authorities are considered for the

evaluation of Contingentliabilities only when converted into demand.

Taxes on income

Provision for current tax is computed in accordance with the provisions of the income
Tax Act, 1961.

According to AS — 22 issued by ICAI, deferred tax on account of timing difference
between taxable and accounting income is provided using the tax rates and tax laws
enacted or substantively enacted by the Balance Sheet date. Deferred tax assets are
recognised with regard to all deductible timing differences to the extent that it is
probable that taxable profit will be available against which deductible timing
differences can be utilised. When the Group carries forward unused tax losses and
unabsorbed depreciation, deferred tax assets are recognised only to the extent there
is virtual certainty backed by convincing evidence that sufficient taxable income will be
available against which deferred tax assets can be realised.

Classification ofincome/expenses

Holding Company

Being not material:

(i)

(ii)

Prepaid expenses upto Rs. 0.01 million in each case, are charged to revenue as and
when incurred.

Liabilities for expenses are provided for only if the amount exceeds Rs.0.01 millicn in
each case.



SCHEDULE FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND THE

SCHEDULE 16 (CONTD.")

NOTES TO CONSOLIDATED ACCOUNTS

{iiiy  Acquisition cost which can not be assigned / identified to particular block is expensed during the

CONSOLIDATED PROFIT AND LOSS ACCOUNT

year.
Name Company Country Participating Interest of the
Group
31.03.2010 31.03.2009
NELP - IV
KG/DWN/2002/1 BPRL India 10.00% 10.00%
MN/DWN/2002/1 BPRL India 10.00% 10.00%
CYIONN/2002/2 BPRL India 40.00% 40.00%
NELP - VI
KG/DWN/2004/2 BPRL India 10.00% 10.00%
KG/DWN/2004/5 BPRL India 10.00% 10.00%
CYIONN/2004/1 BPRL India 20.00% 20.00%
CY/ONN/2004/2 BPRL India 20.00% 20.00%
RJ/ONN/2004/1 BPRL India 11.11% (a) 11.11%
NELP - VI
RJ/ONN/20051 BPRL India 25.00% (b) 25.00%
Blocks outside India
Block No 56 BPRL Oman 12.50% (c) 12.50%
WA/388/P BPRL Australia 14.00% 14.00%
AC/P32 BPRL Australia 20.00% 20.00%
48/1b & 2c — North Sea BPRL UK. 25.00% 25.00%
JPDA 06-103 BPR JPDA Australia / 20.00% (d) 25.00%
Timor
Sergipe and Alagoas
SEAL-M-349 IBV {Brazii) Petroleo Lida. Brazil
SEAL-M-426 IBV {Brazil) Petroleo Lida. Brazil o o
SEAL-M-497 IBV (Brazil) Petroleo Ltda. Brazil 40.00% 40.00%
SEAL-M-569 IBY {Brazil) Petroleo Lida. Brazil
Espirito Santo
ES-24-588 IBV (Brazil) Petroleo Ltda. Brazil
ES-24-661 IBV (Brazil) Petroleo Ltda. Brazil 30.00% 30.00%
ES-24-863 IBY {Brazil) Petroleo Ltda. Brazil
Campos
C-M-30-101 tBV (Brazil) Petroleo Ltda. Brazil 25.00% 25.00%
Portiguar
POT-16-663 IBV {Brazil) Petroleo Ltda. Brazil 0 0
POT-16-760 IBV {Brazil) Petroleo Ltda. Brazil 20.00% 20.00%
Mozambique Rovuma BPRL Ventures Mozambique 10.00% | 10.00%
Basin Mozambique B.V.
Nunukan PSC, Tarakan BPRL Ventures Indonesia Indonesia 12.50% -

Basin

B.V.
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SCHEDULE FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND THE

CONSOLIDATED PROFIT AND LOSS ACCOUNT

SCHEDULE 16 (CONTD.")

NOTES TO CONSOLIDATED ACCOUNTS

(a)

(c)

(d)

The deed of assignment for Oil and Gas block RJ/ONN/2004/1 has not been executed
in the name of the Holding Company for which application is pending with
Management Committee and Directorate General of Hydrocarbons (DGH).

The Board of Directors of the Company at its meeting held on 18th January, 2010 has
resolved to increase its Participating Interestin RJ-ONN-2005/1 Block under NELP V1|
from existing 25% upto 37.5%. Based on Operating Committee resolution dated 24th
March, 2010 it was agreed that BPRL, HOEC and IMC will share equally the
participating interest of defaulting party in accordance with the provisions of PSC and
JOA. Accordingly, Participating Interest of BPRL would be 33.33% subject to approval
from DGH and Ministry of Petroleum & Natural Gas.

As per Board resolution, expenditure incurred in Block Oman 56 has been charged off
/ written off during the year. Any expenditure incurred in future for completing the
formalities relating to relinquishment of block will also be charged off as and when
incurred.

During the year, BPR JPDA has farmed out 5% Participating Interest in the Block to
Pan Pacific Petroleum (PPP). The Board of Directors of BPR JPDA at its meeting held
on 2nd September, 2009 have approved the farm-out. Farm out agreement dated
25.09.09 has been signed. In accordance with the agreement , BPR JPDA has
received total Farm-out consideration of USD 2,750 (in '000), which includes USD
950 (in '000) as reimbursement of past cost incurred up to 31st July, 2009 and USD
1,800 (in '000) pertaining to Carry (3.33%} accordingly CWIP has been reduced. Net
Amount of Capital Work in Progress as on 31st March, 2010 is Rs. 796,912.88 (in
'000). This is in line with Exposure Draft guidance note on Qil and Gas Accounting
issued by ICAl which states that Gain / Loss should not be recognised at the time of
sale if substantial uncertainty exists about the recovery of the costs applicable to the
retained interest or the enterprise has substantial obligations for future performance.

JPDA 06-103 block is in the exploration phase and there exists substantial uncertainty
about the recovery of the costs applicable to the retained participating interest since
two wells have atready been found to be dry in the block.

In accordance with AS 27 'Financial Reporting of Interests in Joint Ventures', the financial

statements include the Group’s share in the assets, liabilities, incomes and expenses of jointly
centrolled assets.

In case of blocks located outside [ndia, the reporting period is generally different. Also in case of
blocks located in India, the financial statements of the jointly controlled assets for the period
ending March 31 2010 are not available as at the date of finalisation of the accounts. Therefore,
unaudited financial / billing statements for the year ended December 31 2009 have been used for
the purpose of reporting share of interest in jointly controlled assets for blocks in India and
outside India.



SCHEDULE FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND THE CONSOLIDATED

PROFIT AND LOSS ACCOUNT
SCHEDULE 16 (CONTD.")

NOTES TO CONSOLIDATED ACCOUNTS

In respect of jointly controlled entities, the Corporation's share of assets, liabilities, income, and
expenditure complied on the basis of unaudited/audited financial statements received from these joint

ventures are as follows:

(Rs. In ‘000"

31.03.2010 31.03.2009

() Assets 5,508,960.38 3,482,158.46
{ii) Liabilities 897,731.19 51,604.26
(i) Income 2,722,079.99 59,701.96
(iv) Expenses 534,108.86 1,853,410.73

6. VB (Brazil) Petrcleo Ltda.

The shareholders acknowledge that if at any time after the Purchase Agreement effective date there is
a commercial discovery then the shareholders shall, in ten business days after such commercial
discovery, pay to the vendors US$ 10 million. Unless and until a commercial discovery occurs, the

shareholders have no obligation to make any payment.

On September 30, 2008 it was announced a pre-salt discovery at the Wahoo prospect offshore Brazil
in the Campos Basin. The 1-APL-1-ESS well is located on block BM-C-30 in approximately 4,650 feet
of water approximately 25 miles southeast and syncline separated from Petrobras' previously
announced pre-salt discoveries at the giant Jubarte field. Preliminary results at Wahoo, based on
wireline logs, indicate at least 195 feet of net pay with similar charactenstics to the nearby Jubarte 1-
ESS-103A well, which is Brazil's first producing pre-salt field having recently achieved reported initial
rates of approximately 18,000 barrels per day of light oil. The discovery notification was sent to the

Brazilian Naticnal Petroleum Agency (ANP}).

IBV Brasil Petréleo Ltda. holds a 25-percent working interest of the aforementioned block.

7. Consolidated Earnings Per Share (EPS):
The basic/diluted earning per equity share is calculated as stated below:
Particulars Year ended Year ended
31° March 2010 31* March 2009
Net profit/ (loss) after tax Rs. in '000Q’ 978,849.10 (2,216,592.38)
Weighted average equity shares
outstanding at the balance sheet date Nos. 702,552,670 502,552,670
Basic earning per equity share Rs. 1.39 (4.41)
Diluted earnings per equity share Rs. 1.39 (4.41)
8. Related Party Disclosure as per AS-18:

(a) Name of Related Parties: Videocon Global Energy Holdings Ltd.

Nature of Transactions; {Rs. In '000")

2009-10 2008-09
Loan to VB (Brazil) Petroleo Private Ltda.- Brazil Reals 327,140 8,234,113.80  8,360,303.10
(previous year : 381,749)

{b) Key Management Personnel : Shri D. Rajkumar {Managing Director) — w.e.f. 01.05.2009,
Shri B. K. Menon (Managing Director) — up to 30.04.2009.

Managerial Remuneration: (Rs. In '000")

2009-10 2008-09
Salary and allowances 2,336.18 1,1563.47
Contribution to Provident Fund and other funds 27254 93.60
Other benefits 2.938.76 107.46

5,547.48 1,354.54

@

P e
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CONSOLIDATED PROFIT AND LOSS ACCOUNT

SCHEDULE 16 (CONTD.")

NOTES TO CONSOLIDATED ACCOUNTS

9. The Group has identified the geographical segment as its primary segment. Geographic
segments of the Group are determined based on the location of the assets viz. "Within India" and

"Outside India".

The Group companies are operating in a single business segmenti.e. Exploration & Production
of Hydrocarbons and as such all business activities revolve around this segment. Hence, thereis
no separate secondary segment to be reported considering the requirement of AS 17 on
Segment Reporting issued by the Institute of Chartered Accountants of India.

The segment information is as under:

{Rs. In ‘0007} {Rs. In ‘000"
Period ended 31% March 2010 Period ended 31* March 2009
Outside Qutside
Within India [ndia Total | Within India India Total

Revenue - - - - - -
External Revenue - - - - - -
Inter Segment Revenue - - - - - -
Total Revenue - - - - - -
Resuit
Segment Results {32,134.92) | (253,469.58) | (285,604.50) (17,740.35) | (46,902.55) {64,642.90)
Unallocated Corporate
Expenses - - | (1,467,543.22) - - | (2,260,830.84)
Operating Profit (1,753,147.72) (2,325473.74) |
Add: Interest & Other
Income - - 2,735,176.15 - - 108,881.36
Less: Provision for Tax - - 3,179.32 - -
Profit After Tax 978,849.10 (2,216,592.38) |
Other information
Segment Assets 1,165,792.18 | §,831,285.73 | 9,997,077.91 950,013.55 | 4,382,846.82 | 5,332,860.37 ‘
Unallocated Corporate
Assets - - 3,985,316.62 - - 4,829,562 .51
Total Assets 13,982,394 .53 10,162,422 .88
Segment Liabilities -| 900,142.72 900,142.72 2,837.88 51,488.54 54,326.42
Unallocated Corporate
Liabilities - -| 880241818 - -| 6,656,793.12
Total Liabilities 9,702,560.92 6,711,119.54
Capital Expenditure 3,786,527.23 2,096,480.44
Depreciation / Amortisation 3,831.69 2,408.63
Non cash expenses other than Depreciation 5,045.98 5,045.98

m=l
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SCHEDULE FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND THE
CONSOLIDATED PROFIT AND LOSS ACCOUNT

SCHEDULE 16 (CONTD.")
NOTES TO CONSOLIDATEDACCOUNTS

Capital commitments and Contingent Liabilities:

(a) Capital Commitments

{Rs.In*000")
31.03.2010 31.03.2009
Estimated amount of contracts remaining to
be executed on capital account and not
provided for -
USD 127.82 Million (previous year USD 166.35 Million) 5,769,964.80 8,475,632.50
Share of interest in Joint Venture
USD 92.55 Million (previous year USD 130.24 Million) 4,177,613.33 6,635,728.00
{b) CeontingentLiabilities:
(Rs.In‘000%)
31.03.2010 31.03.2009
Counter Guarantees / Stand by Letter of Credits 44513714 1,128,238.43
established by BPCL on behalf of the Group to
Agencia Nacional Do Petroleo (ANP), a govt.
organisation in Brasil for Blocks in Brasil
Bank Guarantees for NELP Blocks B43,743.17 56,653.00

BPRL Ventures BV {subsidiary company) has entered into an agreement whereby the bank
made available to the subsidiary company a loan facility up to a maximum amount of USD
120.000.000. The total amount drawn as at March 31, 2010 was USD 117.090.308 and USD
2.909.692 is towards payment of quarterly interest. The loan is secured by a share pledge of
100% of the shares of the borrower as well as by an unconditional and irrevocable corporate
guarantee from a Group company BPCL. During the period the loan is subject to aninierest rate
of 3 months LIBOR plus a margin of 4%. The agreement expires on September 14, 2010.

The Hoiding Company aleng-with an Indian pariner {equal share) has acquired IBV Brazil
Petroleo Ltda erstwhile Encana Brazil Petroleo Ltda, a subsidiary of Encana Canada holding
participating interest in 4 exploratory concessions in Brazil in the previous financial year.
Funding for this acquisition (BPRL's share) has been done partly by BPRL through Equity and
partly through loan taken by BPRL Ventures B.V. (100% step-down subsidiary of BPRL). This
loan is obiained from Standard Chartered Bank, Londen. The shares (Quotas) of Joint Venture
(VB Brazil Petroleo Ltda.) and BPRL Ventures B.V. (100% subsidiary of BPRL International B.\.)
have been pledged as collateral for obtaining loan from Standard Chariered Bank.

Since all the blocks are in the exploration phase, there is no virtual/reasonable certainty
supporied by convincing evidence that sufficient future taxable income will be available against
which unabsorbed depreciation and carry forward tax losses can be realised. Hence, no
deferred tax asset has been recognised as per AS — 22 “Accounting for Taxes on Income™ in the
accounts in respect of unabsorbed depreciation and carry forward losses.

Figures of previous year have been regrouped wherever necessary to confirm to current year
presentation.

.....



CONSOLIDATED CASH FLOW STATEMENT FOR THE YEAR ENDED 31" MARCH, 2010

For the year endad 31" March, 2010

For the year ended 31" March, 2009

{Rs. in "000) (Rs. in '000") (Rs. in '000") {Rs. in "0007
A |CASH FLOW FROM OPERATING ACTIVITIES
Net Profit before Tax and Extraordinary ltems 1,175,466.00 (2,185,142.17)
Adjustments for :
Depreciation / Amortisation 3,831.69 2408563
Interest received (395.89) {9,277.32)
Interest paid 367,885.95 137,113.91
Miscellanecus expenditure written off 5,045.98 5,045.98
376,367.73 135,281.20
Operating Profit before working capital changes 1,551,833.73 (2,049,850.97)
Adjustments for:
Trade and other receivables & Loans & Advancas 209,044,819 (406,519.43)
Trade Payables & cther liabilities 534,979.97 {42,799.21}
744,024.78 (449 ,418.64)
Cash generated from Operalions 2,295,858.51 {2,499,269.62)
Direct taxes paid $3,573.09 (31,450.21}
13,573.09 (31,450.21)
Net cash from Operating Activities () 2,309,431.60 {2.530,719.84)
B |CASH FLOW FROM INVESTING ACTIVITIES
Purchase of fixed assets and Intangible Assets (3,786,527.23) {2,096,480.45)
Purchase of Investements on acquisition - (6,310,381.57)
Sale of fixed assels 797.13 4278
Advance for Investments - 26,097.05
Interest received 395.89 927732
Net Cash used in Investing Activities (B) (3,785,334.21) {8,371,444.87)
C |CASH FLOW FROM FINANCIAL ACTIVITIES
Proceeds from bormowings (Net) 2,246,271.43 6,309,185.07
Proceeds from Issue of equity shares 2,000,000.00 4,000,000.00
Interest paid (367,885.95) (137.113.9)
Miscellaneous expenditure incurred - -
Net cash used in Financing Activities (C) 3,878,385.48 10,172,071.17
Exchange Difference arising on conversion debited to Foreign
Currency Translation Reserve) (D) {2,150,924.27 724,846.87
Net increase in cash and cash equivalents (A+B+C+D) 251,558.60 (5,246.66}
Cash and cash equivalents at the beginning of the year 112,866.84 15,087.26
Cash and cash equivalents on account of acquisition of business - 103,026.24
112,866.84 118,113.50
Cash and cash equivalents at the end of the year 364,425.44 112,866.84

As per our report of even dale

For Uttam Abuwala & Co.
Chartered Accountants

Sd/-
CA Uttam Prakash Agarwal
Partner
Membership No.: 041986

Place: Mumbai
Date: 15th May, 2010

For and on behalf of the Board of
Bharat Petroresources Limited

Sdf-
S, K. Joshi
Director

Place: Mumbai

Date: 19th May, 2010

Sd/-
D. Rajkumar

Managing Diractor
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