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Hindustan Oil Exploration Company Ltd Rating: Overweight

Finance
NSE CODE: HINDOILEXP BSE CODE: 500186

HOEC delivered a strong Q3 performance, with ~Company Data

revenue rising to 3156 crores, a sharp increase ~ Market Cap (cr) Rs. 2,545.69
from X100 crores in the previous quarter. This  Enterprise Value (cr) Rs. 2,454.77
was driven by higher production from the Dirok  Outstanding Shares (cr) 13.22
field (17.64 mmscfd gas sales) and B-80 off- 52 week high Rs. 294.00
shore block (88,073 barrels of oil). Operating 52 week low Rs. 157.00
profit surged 134% QoQ, reflecting cost effi- 1M average volume (lacs) 9.09
ciencies despite a decline in gas price realiza-  Face value Rs. 10.00
tion to $8.25 per mmbtu. FY22 FY23 FY24
The company maintained a debt-free position, Sales 155.73 >57.82 749.13
with term loan obligations at ¥91.25 crores. Fu- Growth(%) 37% 258% 34%
ture growth is underpinned by a 31,000 crore EBITDA 53.33 303.05 360.38
Capex plan over three years, with ¥300-350 EBITDA Margin(%) 35.6% 55.4% 48.1%
crores allocated for FY 2025-26. Key catalysts PAT 1939 194.05 226.43
include the North-Eastern Gas Grid's operation- Growth(%) -63% 871% 17%
alization and expansion in the Kharsang and EPS 1.5 14.7 171
Cambay blocks. P/E 145.4 8.2 10.4
) o ) P/B 3.9 1.7 2.0
Management .remams optimistic, targetllng EV/EBITDA 578 6.1 6.8
. ' ’ ) ROCE(%) 3% 17.9% 20.8%
str'al.nts and regu.lato.ry delays p?se 1.‘15ks., re- ROIC(%) 3% 19 6% 16.0%
quiring close monitoring of execution timelines. D/E 0.47 0.38 0.15

Operational & Production Updates: HOEC reported higher production, with Dirok gas sales at 17.64 mmscfd
and B-80 offshore output at 88,073 barrels of oil and 0.6292 bcf of gas. Environmental clearances for North
Balol and Asjol enable upcoming drilling, while Kharsang is set for a new development well by March 2025. The
North-Eastern Gas Grid, expected by FY 2025-26, should ease demand constraints and boost production.

Financial Performance & Capex Plans: Consolidated turnover rose to X156 crores from X100 crores, with
profit before tax at X52 crores. The company has zero net debt, with X91.25 crores in outstanding loans. HOEC
plans 1,000 crores in Capex over three years, allocating X300-350 crores next year for production expansion
and drilling.

Future Growth & Strategy: Targeting 31,000 crores in revenue and a 50% EBITDA margin by FY 2025-26,
HOEC aims to boost production via new wells in Kharsang and B-80. The company is open to acquisitions and
prioritizes efficiency, technology, and regulatory compliance to drive growth.
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Key Highlights

Company Overview Hindustan Oil Exploration Company Limited (HOEC), incorporated in 1983, is In-
dia’s first private exploration and production (E&P) company engaged in the exploration, development,
and production of crude oil and natural gas. Its asset portfolio is geographically spread across Tamil Na-
du, Maharashtra, Gujarat, Assam, and Arunachal Pradesh, covering both offshore and onshore operations.

Diversified Asset Portfolio HOEC has a strong India-focused asset portfolio with 10 oil and gas blocks
containing discovered resources and 1 exploratory block. The company has a presence in 4 out of India’s
7 producing basins, leveraging its expertise in offshore operations.

Key Asset Developments

PY-1 (100% stake): Located in the Cauvery Basin, PY-1 has a processing capacity of 55 mmscfd. GAIL is
the sole buyer of the gas, and the contract extends till October 2030. Additional drilling locations have
been identified, with the first well expected to be drilled in Q1 FY26.

Dirok (27% stake): A JV with Oil India Ltd and Indian Oil Corporation, contributing significantly to As-
sam'’s gas production. Production declined in FY24 due to demand constraints, but workover activities
and pipeline expansion are in progress to enhance output.

Cambay (25% stake): Comprising Asjol, North Balol, and Palej fields, production is expected to increase to
300 BOEPD with new development wells and artificial lift installations in FY25.

B-80 Block (60% stake): A JV with Adbhoot Estates, its D1 and D2 wells commenced production in De-
cember 2022, with the first crude offtake completed in January 2024.

Kharsang (35% stake): Located in Arunachal Pradesh, the company has planned 9 wells for production
expansion, with another 9 wells under evaluation.

Greater Dirok (100% stake): Seismic data reprocessing is completed, and drilling is set to commence post
-RSC extension approval.

Block Umatara (10% stake): Awarded under the DSF Bid Round 2019, with the first well expected to be
drilled in FY25.

Capital Expenditure & Growth Strategy
HOEC has planned a Rs. 1,000 Cr capex program over the next three years (FY25-FY27), allocating Rs. 300
Cr annually for development and exploration.

The company focuses on low-risk, discovered oil and gas resources to optimize exploration success and
production efficiency.

It aims to strengthen its offshore operations and expand in North-East India, capitalizing on its estab-
lished footprint in the region.

Future Outlook HOEC remains committed to increasing production efficiency, optimizing capital ex-
penditure, and unlocking the potential of its existing assets. With a strategic focus on offshore operations
and North-East expansion, the company is poised for sustainable growth in India’s energy sector.
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Quarterly Financial Consolidated

Profit and loss account (Rs Cr)

Dec-23 Mar-24 Jun-24 Sep-24 Dec-24
Sales 179.08 289.61 136.15 94.81 146.52
Growth(%) 59% 62% -53% -30% 55%
Expenses 108.44 214.94 73.77 63.11 72.50
Operating Profit 70.64 74.67 62.38 31.70 74.02
Growth(%) 4% 6% -16% -49% 134%
Other Income 9.51 37.13 10.60 4.77 3.67
Depreciation 21.33 20.27 18.47 17.58 19.86
Interest 7.43 6.33 6.01 5.49 5.36
Profit before tax 51.39 85.20 48.50 13.40 52.47
Tax 4.82 14.59 6.59 2.59 9.15
Net profit 46.57 70.61 41.92 10.81 43.32
Growth(%) 7% 34% -68% -288% 75%

Financial Consolidated

Profit & Loss (Rs Cr)

Mar-20 Mar-21 Mar-22 Mar-23 Mar-24
Sales 202.05 113.86 155.73 557.82 749.13
Growth(%) -24% -44% 37% 258% 34%
Expenses 77.41 59.30 77.44 245.46 440.30
Operating Profit 124.64 54.56 78.29 312.36 308.83
Growth(%) -34% -56% 43% 299% -1%
Other Income 48.49 26.85 -22.90 -3.31 51.55
Depreciation 29.39 23.37 26.21 73.70 80.02
Interest 6.44 6.22 9.49 38.06 32.07
Profit before tax 137.30 51.82 19.69 197.29 248.29
Tax -0.26 -1.59 -0.31 3.24 21.86
Net profit 137.56 53.42 19.99 194.05 226.43
Growth(%) -12% -61% -63% 871% 17%
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Balance Sheet (Rs Cr)
Report Date Mar-20 Mar-21 Mar-22 Mar-23 Mar-24
Equity Share Capital 132.26 132.26 132.26 132.26 132.26
Reserves 547.45 600.91 620.86 814.94 1,042.16
Borrowings 44.86 253.69 357.34 364.20 174.08
Other Liabilities 311.27 198.29 416.78 538.89 602.95
Total 1,035.84 1,185.15 1,527.24 1,850.29 1,951.45
Net Block 357.31 335.40 510.46 1,246.44 1,246.62
Capital Work in Progress 327.37 534.59 782.01 31.54 38.12
Investments 118.22 64.65 18.72 133.20 0.42
Other Assets 232.94 250.51 216.05 439.11 666.29
Total 1,035.84 1,185.15 1,527.24 1,850.29 1,951.45
Cash Flow (Rs Cr)

Mar-20 Mar-21 Mar-22 Mar-23 Mar-24

Cash from Operating Activity 287.13 -76.61 110.98 219.34 122.67
Cash from Investing Activity -297.16 -208.36 -280.24 -76.99 -39.2
Cash from Financing Activity 33.72 206.16 106.46 -27.23 -215.1
Net Cash Flow 23.69 -78.81 -62.8 115.12 -131.63

Key Metrics: Quarterly
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Key Ratio:

Leverage Ratios Mar-20 Mar-21 Mar-22 Mar-23 Mar-24
D/E 0.07 0.35 0.47 0.38 0.15
Debt/Assets 0.04 0.21 0.23 0.20 0.09
Debt/Ebitda 0.26 3.12 6.45 1.18 0.48
Debt/Capital Ratio 6% 26% 32% 28% 13%
Cash flow/Debt 6.40 -0.30 0.31 0.60 0.70
Interest coverage ratio 22.32 9.33 3.07 6.18 8.74
Sales Change -24% -44% 37% 258% 34%
Ebit Change -10% -60% -50% 707% 19%
Operating Leverage 1.41 1.29 1.18 1.16 -0.03
Financial Leverage 1.52 1.62 2.03 1.95 1.66

Efficiency ratios

Receivable days 66 100 38 77 153
Receivable turnover 5.56 3.66 9.61 4.77 2.38
Inventory days 0.00 0.00 0.00 0.00 0.00
Inventory turnover 3 2 10 3 10
Net Fixed assets turnover 0.57 0.34 0.31 0.45 0.60
Sales/capital employed 0.28 0.12 0.14 0.43 0.56
Total Asset Turnover 0.20 0.10 0.10 0.30 0.38

Profitability ratios

Ebitda 173.13 81.41 55.39 309.05 360.38
Ebitda margin 86% 72% 36% 55% 48%
Gross Profit 144.27 63.07 88.61 346.47 330.17
Gross Profit Margin 71% 55% 57% 62% 44%
EBIT 143.74 58.04 29.18 235.35 280.36
EBIT Margin 71% 51% 19% 42% 37%
ROE 20% 7% 3% 20% 19%
Net profit margin 68% 47% 13% 35% 30%
EPS 10.41 4.04 1.51 14.68 17.13
DU Pont ROE 20% 7% 3% 20% 19%
Net Profit Margin 68% 47% 13% 35% 30%
Sales/Total assets 0.20 0.10 0.10 0.30 0.38
Financial Leverage 1.52 1.62 2.03 1.95 1.66
DU PONT ROA 13% 5% 1% 10% 12%
Net Profit Margin 68% 47% 13% 35% 30%
Sales/Total assets 0.20 0.10 0.10 0.30 0.38
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Mar-20 Mar-21 Mar-22 Mar-23 Mar-24
ROCE 34% 8% 17% 21% 16%
EBIT Margin 71% 51% 19% 42% 37%
Sales/cap employed 0.28 0.12 0.14 0.43 0.56
NOPAT 144.01 59.82 29.64 231.48 255.68
Capital employed 724.57 986.86 1110.46 1311.4 1348.5
ROIC 20% 6% 3% 18% 19%
Valuation Ratios
Price/Earnings 3.34 24.04 145.43 8.19 10.37
Price/Book 0.68 1.75 3.86 1.68 2.00
Marketcap 459.40 1,284.32 2,907.08 1,589.04 2,349.19
Enterprise Value 418.41 1,466.50 3,199.05 1,875.17 2,454.77
EV/EBITDA 2.42 18.01 57.75 6.07 6.81
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Disclaimer: ANALYST CERTIFICATION I, Mr. Anshul Jain B.com, Research Analyst, author and the name subscribed to this report, hereby certify that all of the views
expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify tha no part of our compensation was, is, or
will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. 'Subscriber' is the one who has subscribed to the Research Reports
in various forms including Research Recommendations, Research SMS Alerts/Calls, Fundamental and Technical Research calls, Investment Strategist Magazine,
Research/market news etc through Lakshmishree Investment & Securities Limited. Subscriber may or may not be client of Lakshmshree Investment & Securities
Ltd.

Terms & conditions and other disclosures:

Lakshmishree Investment & Securities Ltd. (hereinafter referred to as “LISL ”) is engaged in the business of Stock Broking, Depository Participant and distribution
for third party financial products. (LISL) will, at its discretion, provide its company research reports/news, results, and event updates/sector report/monthly com-
mentary/regular compendium, trading call, technical and derivatives reports (together “the reports”) as also market news to subscribers either in the form of a
written market commentary or research report sent in email, form, SMS or through postal or courier service. A brief extract of the reports may also be sent, on
enrolment, in SMS, e-mail form. This document has been prepared by the Research Division of LISL and is meant for use by the recipient only as information and is
not for circulation. This document is not to be reported or copied or made available to others without the prior permission o LISL. It should not be considered or
taken as an offer to sell or a solicitation to buy or sell any security. The information contained in this report has been obtained from sources that are considered to
be reliable. However, LISL has not independently verified the accuracy or completeness of the same. Neither LISL nor any of ts affiliates, its directors or its em-
ployees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made available orexpressed herein or for any omis-
sion therein. Recipients of this report should be aware that past performance is not necessarily a guide to future performane and value of investments can go
down as well. The suitability or otherwise of any investments will depend upon the recipient's particular circumstances and,in case of doubt, advice should be
sought from an independent expert/advisor. Either LISL or its affiliates or its directors or its employees or its representaties or its clients or their relatives may
have position(s), make market, act as principal or engage in transactions of securities of companies referred to in this repat and they may have used the research
material prior to publication. LISL is registered as Research Analyst under Securities and Exchange Board of India (ResearchAnalysts) Regulations, 2014 LISL sub-
mits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysisactivities. LISL or its research ana-
lysts or its associates or his relatives do not have any financial interest in the subject company. LISL or its research analysts or its associates or his relatives do not
have actual / beneficial ownership of one percent or more securities of the subject company at the end of the month immediatdy preceding the date of publica-
tion of the research report. LISL or its research analysts or its associates or his relatives do not have any material conflct of interest at the time of publication of
the research report. LISL or its associates might have received compensation from the subject company in the past twelve monts.LISL or its associates might have
managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any other as-
signment in the past twelve months. LISL or its associates might have received any compensation for investment banking or mecchant banking or brokerage ser-
vices from the subject company in the past twelve months. LISL or its associates might have received any compensation for praducts or services other than invest-
ment banking or merchant banking or brokerage services from the subject company in the past twelve months. LISL or its assocates might have received any
compensation or other benefits from the subject company or third party in connection with the research report. LISL encourages independence in research report
preparation and strives to minimize conflict in preparation of research report. LISL or its analysts did not receive any compensation or other benefits from the
subject Company or third party in connection with the preparation of the research report. LISL or its Research Analysts do na have any material conflict of interest
at the time of publication of this report. It is confirmed that Mr. Anshul Jain B.com, Research Analyst of this report has nd received any compensation from the
companies mentioned in the report in the preceding twelve months Compensation of our Research Analysts is not based on any specific merchant banking, invest-
ment banking or brokerage service transactions. The Research analysts for this report certifies that all of the views expres®d in this report accurately reflect his or
her personal views about the subject company or companies and its or their securities, and no part of his or her compensationwas, is or will be, directly or indi-
rectly related to specific recommendations or views expressed in this report. The research analysts for this report has not srved as an officer, director or employ-
ee of the subject company. LISL or its research analysts have not engaged in market making activity for the subject company Qur sales people, traders, and other
professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions
expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent wth the recommendations ex-
pressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may gve rise to real or potential conflicts
of interest. LISL and its associates, their directors and employees may (a) from time to time, have a long or short positionin, and buy or sell the securities of the
subject company or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensationor act as a market maker in the
financial instruments of the subject company or act as an advisor or lender/borrower to the subject company or may have any aher potential conflict of interests
with respect to any recommendation and other related information and opinions.
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