independent Auditor's Report

To the Members of GMR Energy (Cyprus) Limited

Report an the Financial Statements

We have sudited the financial statements of GMR Energy (Cyprus) Limited (the "Company”) an pages 6
to 20, which comprise the balaace sheet as ot 31 March 2011, and the income statement, statement of
comprehensive income, simtement of changes in equity and statement of cash flows for the year then
ended, and a summary of significant accounting policies and other explanatory information.

Board of Directors® Responsibility for the Financial Statemenrs

The Company’s Board of Directors is responsible for the preparation of financial statements that give a
true and fair view in accordance with International Financial Reporting Standards as adopted by the
European Union and the requirements of the Cyprus Companies Law, Cap. 113, and for such internal
control as the Board of Divectors determmines is necessary to enable the preparation  of financial
statements that dre free from material missratement, whether due to frand or error.

Awditor's Resporsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our sudit in accordanve with International Standards on Auditing. Those Standurds require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obfain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whethe. due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity's
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intn, the (nancial saiements ghve & true and falr view of the financial position of GMR Cnergy

(Cyprus Lis as al 31 March 2011, and of is financial pertormance and its cash flows for the year then
ended i accordance with Infernatianal Finarcial Reporting Standards as adopted by the Evropean Union

and the requirements of the Cyprus Companies Law, Cap. 113

i aur 0

Repart on Other Legal and chulatu}}f Requirements

Pyrsuant to the requirements of the Law of 2009 on Smwmry Audits of Annual and Consolidated

Accousnts, we report the folfowing:

+  We have obtained all the information and explanations we considered necessary for the purposes of
otrr audit, .

¢ Inour opinion, proper books of account have been kept by the Company.

*  The Company's financial statements are in agreement with the books of account.

+ Ip our opinion and 1o the best of our information and according fo the explanations given to us, the
financial statements give the information required by the Cyprus Companies Law, Cap. 113, in the
rmanner so required. .

s [In our apinion, the information given in the report of the Board of Directors on pages 2 tv 23 is
consistent with the financial siatements. '

(ther Matters

{1} This report, including the opinion, has been prepared for and only for the Company's members as

a bedy in accordance with Section 34 of the Law of 2009 .on Statuiory Audits of Annual and
Consclidated Accounts and for no other purpase. We do not, in giving this opinion, accept or
assume responsibility for any other purpose or to any other person to whose knowledge this

report may' come to.

{iiy  The financial statements of the Company for the year ended 31 March 2010 were audited by
another suditor whose veport dated 16 April 2010 expressed an ungualified opinion on those

stafEimnents,

. .
Jabriel Onisit rou

Certsfied Pubie Accountant and Registered Auditor
for and on behalf of

Ernst & Young Cyprus Limited
Cerified Publie Accountants and Registered Auditors

Nicnzis
10 May 2011



2011 2010
Nole Uss UES
Interest income 1.952 -
Adminisirative expenses {27.624) (49 668}
Opsrating loss {25.672} (49.608)
Finance {costs)fincome 6 {2.759) 802
Loss for the year 2B.431 48 8086

The notes on pages 11 to 20 are an inlegral part of these financial stalements.
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: 2071 2015
Hote ts$ uss

Loss for the year (28.431) {48 8C8}
Total comprehensive income for the year ’ {28.431) g48.8_0_§}

ltems in the statement above are disclosed net of tax. The income tax relating to
each component of other comprehensive income Is disslosed in Note 7. -

The notes on pages 11 to 20 are an integral part of these financial statements,



2014 2010
Nole uss 1183
Assets . .

Non-current asseis
Investment in subsidiaries

8 32.950.847- 18,930,347

Current assels
Trade and other receivables
Cash and cash squivaients

10 11.503.478 9.001.702
11 4.081 5614

11.507.586 $.007.316

44.458.403 27.837.€83

Tatal assels

Equity and liabilities

Capital and reserves )
Share capital 12 4221 4221
Share premiven ) 12 10.49¢.729 10.4981.729 |

' {112.92¢} (84.498)

Accumulzted losses
Tota! equity

Non-current labliities
Ampount due to sharehoider

10.383.021 10.411.462

13 31581500 17,508,800

Current liabfiities
Trade and other payabies . 14 2.513.882 18211
Total Kabiilties . 34.075.382 17.526.211

Total equity and liabllitles 44.458.403 27.837.663

On 10 May 2611 the Board of Directors of GMR Energy {Cyprus) Limited authorised these
financial statements for issue.

Stella Ra~ ... Dirozoor

Soterakis Koupepides, Director

The notes on pages 11 to 20 are an integral part of these financial statements.



Salance a1 April 2008

Comprahsnsive income

Loss for the vesr - - {48.806} {4B.803)
Bafance at 31 March 201¢ 4221 10.491.729 (B4.498) 10.411.482
Balance at ¢ Aprit 2049 4,221 W48 739 184 4988 10414452
Comprehensive income

Loss for the vear : - 128 431} {28.431)
.Balance st 31 Barch 2011 4221 $0.491 720 192,570 10.383 024
{1} Campanies which do not distribute 70% of thelr profits afler tax, as defined by the Specia! Contribution for the

Defence of the Republic Law, during the two years afier the end of the year of assassment lo which the profits

refar, will be deemed 10 have distribuled this amount as dhvicend, Spacial contribution for defence st 153

5% wilt be

paysble on surh deemed dividend to the exient tha! the sharehoiders (individuals and companias] ai the end of
tne parod of two years from the end of the year of assessment Lo which the profits refar, sre Typrus tax residents.
The amoun of this demimed dividend distribution is reduced by any actuzl dividend paid out of the profits of the

& Comgany {or the accouni of the

refevant yaar at any ime. This specisl contributinn for defence is paid by (h
sharehoiders.

The notes on pages 11 to 20 are an integral pari of these financial statements.




Casn flows from operating activities
Loss bafore tax
Adiustments for:

interest expense

Unraalised exchange (profit} / loss

Changes in working capital.
Trade and cther receivables
Trade and other payables
Loan receivables

Net cash used in operating activitles

Cash flows from investing activities
Purchases of subsidiaries

Net cash used In invasting aclivities

Cash flows from financing activities
Loans from shareholders

Interest paid

Unrealised exchanges (proff} / loss

Cash and cash eqguivalent af the beginning of the year

Net cash from financing activities

Net (decmasé}lincrease in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and tash equivalents af end of year

2044 20510
Nota Uss US§
(28.431) {48.808)
G 1.586 .
- (1.079)
{26.445) {49.885)
{2.504.773) (304)
(6.315) 13.514
. _{5.000.000)
2,534,533 {9.036.675)

8 (14020500 8.483.000) -
(14.020.500)  _(8.483.000)
1607 16.555.486  17.50B.000
{1.988) -
- 1,079
. 16,210
16.553.500  17.525.289
{1.533) 5514
© 5614 -
1 A.081 5814

The notes on pages 11 to 20 are an integral part of these financial statements.

10

e



Country of incorporation

The Company is incorporated and domiciled in Cyprus as a private limited liability
company in accordance with the provisions of the Cyprus Companies Law, Cap. 113. Its
registered office is at 3 Themistocles Dervis Street , Julia House, CY-1066 Nicosia,

Cyprus.

Principal activities
The principal activities of the Company, which are unchanged from \ast year, are those of
a holding and investment company.

2 Summary of significant accounting poficies

The principal accounting policies applied in the preparation of these financial statements
are set out below. These policies have been consistently applied to all years presented in
these financial statements unlass otherwise stated. )

Basis of preparation

The financial statements of the Company have been prepared in accordance with
International Financial Reporting Standards (IFRS), as adopted by the European Union
(EL), and the requirements of the Cyprus Companies Law, Cap. 113,

As of the date of the authorisation of the financial statements, all International Financial
Reporting Standards issued by the International Accounting Standards Board (IASB) that
are effective as of 1 April 2010 and relevant to the Company have been adopted by the
EU through the endorsement procedure established by the European Commission,

These are the parent separate financial statements. The Company is not required by the
Companies Law, Cap.113, o prapare consolidated financial statements because the
ultimale parent , GMR Infrastructure Limited, publishes the consolidated financial
statements in accordance with Generally Accepted Accounting Principles in india and the
Cormpany does not intend to issue consolidated financial statements for the year ended 31

March 2011, .

Since the EU 7th Directive permits the preparation of such consolidated financial
statements in accordance with the Directive or in a manner equivalent to that Directive and
since the Companies Law, Cap.113, providss for the aforementioned exemption, the
provisions in IAS 27 “Consolidated and Separate Financial Statements” requiring the
preparation of such consolidated financial statements in accordance with IFRS do not
apply.

The financial statements have been prepared under the hislerical cost convention.


http:requir.ed

Basis of preparation {contin ied)}

The preparation of financial statements in conformity with (FRSs requires the use of
certain critical accounting estimates and requires managerment to exercise its judgment in
the process of applying ihe Company's accounting policies. The areas involving a higher
degree of judgment or complexity, or areas where assumptions and estimates are
significant to the financial statements are disclosed in Note 4.

Adoption of new and revised IFRSs

During the current year the Company adopted all the new and revised International
Financial Reporting Standards ({FRS) that are relevant to its operations and are effective
for accounting periods beginning on 1 April 2010. This adoption did not have a material

effect on the accounting policies of the Company.

At the date of approval of these financial statements, standards and interpretations were
issued by the International Accounting Standards Board which were not yet effective.
Some of them were adepted by the European Union and others not yet. The Board of
Directors expects that the adoption of these financial reporiing standards in future periods
will not have a material effect on the financial statements of the Company.

Revenue recognition

The Company recognises revenue when the amount of revenue can be reliably estimated,
it is probable that future economic benefits will flow fo the entity and when specific eriteria
have been met for each of the Company’s activities as described below.

(i} Interest income

Interest income Is recognised on a time proportion basis using the effective interest
method. When a loan or receivable is impaired, the Company reduces the canying
amount to its recoverable amount, being the estimated future cash flows
discounted at the original effective interest rate of the instrument and continues
unwinding the discount as interest income. Interest income on impaired loans and
receivables is recognised using the original effective interest rale.

Foreign currency transiation

(i} Functional and presentation currency
ems included in the Company's financial statements are measured using the
currency of the primary economic environment in which the entity operates {(*the

functional currency™). The financial statements are presented in US dollars (US§).
which is the Company's functional and presentation currency.
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Foreign currency transtatian {continued)

(ii} Transactions and balances

Foreign currency transactions are transiated into the funclional currency using the
exchange rates prevailing at the dates of the trarisactions or valuation where items
are re-measured. Foreign exchange gains and fosses resulting from the
settlement of such transactions and from the translation at year-end exchange
rates of monetary assets and liabilities denominated in foreign currencies are

recognised in profit or loss.

Current and deferred income tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in
profit or loss, except to the extent that it relates to items recognised in other
comprehensive income or directly in equity. In this case, the tax is also recognised in other
comprehensive income or directly in equity, respectively.

Deferred income tax is recognised using the liability method, on temporary differences
arising between the tax bases of assets and fiabilties and their carrying amounts in the
financial statements. However, the deferred income tax is not accounted for if it arises

* from initial recognition of an asset or liability in'a transaction other than a business
combination that at the time of fransaction affects neither accounting nor taxable profit or
loss. Deferred income tax Is determined using tax rates and laws that have been enacted
or substantially enacted by the balance sheet date and are expecled to apply when the
related deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised to the extent that it is probable that future
taxable profits will be available against which the ternpoerary differences can be utilised.

Subsidiaries at cost
Subsidiaries are all entities (including special purpose entities) over which the Company
has the power to govern the financial and operating policies generally accompanying a

sharehoiding of more than cne half of the voting rights. The Company carries the
investments in subsidiaries at cost less any impairment in its separate financial

statements.

Trade recelvables

Trade receivables are recognised initially at fair value and subsequently measured at
amortised cost, using the effective interest method, less provision for impairment.

Share capltal

Ordinary shares are classified as equily.

133
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2 Sumimary of significani eceounting policos [coniinued)

Shar¢ wapital {continued)

Incremental costs directly attributable to the issue of new shares are shown in equity as a
deduction, net of tax, from the proceeds.

Any excess of the fair value of consideration received over the par value of shares issued
is recognised as share premium.

Borrowings

Borrowings are recognised initially at fair value, net of fransaclion costs incurred.
Borrowings are subsequently stated at amortised cost. Any difference between the
proceeds {net of transaction costs) and the redemption value is recognised in profit or loss
over the period of the borrowings, using the effective interest method, unless they are
directly attributable to the acquisition, construction or preduction of a qualifying asset, in
which case they are capitalised as part of the cost of that asset.

Borrowings are classified as current liabilities, unless the Company has an unconditional
right to defer settlement of the liability for at least twelve months afier the balance sheet

date.

Trade payables

Trade payables are recognised initially at fair value and subsequently measured al
amortised cost using the effective interest method.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks and
bank overdrafts. in the balance sheet bank overdrafts are shown within borrowings in

current ligbilities.

Comparatives

Where necessary, comparative figures have been adjusted to conform with changes in
presentation in the current year.

3 Financial risk management

{i} Financial risk factors
The Company's activities expose it to currency risk and liquidity risk.

The Company does not have a formal risk management policy programme. Instead
the susceptibility of the Company to financial risks such as foreign exchange risk,
interest rate risk, credit risk and fiquidity risk iz monitorad as part of its daily
management of the business.

(14)
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Currency risk

Currency risk is the risk that the value of financial instruments will fluctuate
dus to changes in foreign exchange rates. Currency risk arises when future
commercial transactions and recognised asseis and liabilities are
denominated in a currency that is not the Company's measurement
currency. The Company is exposed to foreign exchange risk arising from
various currency exposures primarily with respect to the Euro. The
Company's Management monitors the exchange rate fluctuations on a
continious basis and acts accordingly.

. Liquidity risk
Liquidity risk is the risk that arises when the maturity of assets and liabilities
does not malch . An unmatched position potentially enhances the
profitability, but can also increase the risk of losses. The company has the
proceedures with the abject of of minimising such losses such as
maintaining sufficient cash and other high liquid current assets and by
having available an adequate amount of committed credit facilities,

{ii) Capital risk management
The Company does not have formal policies and procedures for capital risk
management.
The capital as defined by management at 31 March 2011 and 2010 consists of
equity as shown on the face of the balance sheet. ' )

(iii)  Fair value estimation

The fair values of the Company's financial assets and liabilities approximate their
carrying amounts af (he reporting date.

4 Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are believed to
be reasonable under the circumstances,

o income faxes

Significant judgment is required in determining the provision for income
taxes. There are transactions and calculations for which the ultimate tax
determination is uncertain during the ordinary course of business. The
Company recognises liabilities for anticipated tax audit issues based on
estimates of whether additional taxes wili be due. Where the final tax
outcome of these matters is different from the amounts that were initially
recorded, such differences will impact the current and deferred income tax

aszels and lizhiities in the period in which such determination is made.

(15)



The Company perodically evaluates the recoverability of investments in
subsidiaries whenever indicators of impairment are present. indicators of
impairment include such items as declines in revenues, earnings or cash
flows or material adverse changes in the economic or palitical stability of a
particular country, which may indicate that the carrying amount of an assst
is not recoverable, if facts and circumstances indicate that investment in
subsidiaries may be impaired, the estimated future undiscounted cash flows
associated with these subsidiaries wauld be compared to their carrying
amounts to determine if a write-down to fair value is necessary.

5 . Expenses by nature

Audttor's remuneralion prior year
Auditors' remuneration

Other expenses

Directors' fees

Accounting and administration expenses
Secretarial fee

Barnk signatory fae

Registered office fee
Professional tax

Translation fee

Bank charges

Unrecoverable VAT

Photocopy, printing and stationary
Legslisation of documents

Total administrative expenses

6 Finance costs/{incoms}

Interest on Loans from shareholders (Note 16(iif)}

Net foreign exchange fransaction lossf{gain)

201 2010
uss Uss’
33 -
5.438 8.071
47 122
1.214 1.168
$1.101 28.838
- 488 466
242 233
473 502
£98 835
814 571
3.97¢ 2.569
2.251 5.162
653 i.168
- 118
21.624 49.808
2011 2010
Uss uss
1.98¢€ -
773 {802}
2,769 {802}




Tax caiculated at the appiicable corporztion tax rale ¢f 10%
Tax effect of oxpenses nol deduniisle for tex purposes

Tex effect of tax losses for ine year
Income {ax charge

2,543

The Gompany is subject to corporation tax an taxable profits at the rate of 10%,

From 1 January 2009 onwards, under certain conditions, interest may be exempt from
income tax and only subject to defence contribution at the rate of 10%.

In certain cases dividends received from abroad may be subject fo defence contribution at

the rate of 15%.

8 Financial instruments by category

39 March 2040

Assets as por balence sheet

Trade and other recelvables (exciuding
prepayments)

Cash and cash eyuivalents

TYota)

Liabilitles as per balance shoat
Amount due to shameholder
Trade and othar payables

Total

31 March 20114

Assets a5 per balance sheot

Trade and other receivables {exciudin
prepaymeals)

Cash and cash equivatents

Total

31 March 2011

Lisbllitles as per balance shoeet
Amount due to shareholder
Trade and other payablas

Yotal

Loans and
receivables Total
US§ Uss
3.600.600 6,000,000
5.614 5.814
9.005.614 9.005.614
e
Other financial
liabiiities Total
uss uss
47.508,00¢ 17.508.000
18.211 _ 15.211
17.526.211 '\7.526.211
Loans and
receivablos Total
UsE Lsg
11.601.252 41.601.952
4081 4.081
11.506.033 11.508.033
KPS, S
Other financial
fizbiities Total
Uss uss
31.561.500 31.561.500
2513882 2.513.882
34,075,382 34.075.382

Rt o et
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16.930.347 0,447,347
14.020.500 8.483.000
32.950.847 18.930.347

At end of year
The Company's interests in its subsidiaries, all of which are unlisted, were as follows:

Country of 2011 20190

Name Princlpsi activity incorporation % holding % holding

GMR Energy Netherands BV, Holding of investments Wethedands 100% 150%
10 Trade and other receivables

2011 2010

uss uss

Year-end balances arising from amounts due / loans recelvable from related
parties (Note 16(ii}}
Prepayments

11.501.852 $.000.000
1,823 1.702

11.503.475 9.001.702

The fair values of trade and other recelvables approximate their carrying amounts,

11 Cash and cash equivalents

2011 2010
uss Uss
Cash at bank ard in hand 4,081 £.614

Cash and cash equivalents inciude the following for the purposes of the statement of cash
flows:

2041 2010
us§ Uusg
Cash und cash equlvalents 4.981 8614
12  Share capital and share premium
Share Share
capital premium Tolal
uss tisg uss
Al 1 April 2010 4221 10,491,728 _10.495.950
A 31 Mazch 2011 —tiZZ) o, 104291728 10405050

The total authorized number of ordinary shares is 10 000 shares (2010: 10 00D shares)
with @ par value of Eurol per share. All issued shares are fully paid.

.
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13 Amount s to shaohiciine

Mon-gurran
Armount due o parent salfly Nole 16030 31.561.800 SRR N
paturity of non-current barrowings

31.561.500 17.508.0G8

Between 1 and 2 yuars

The carrying amounts of amounts due to shareholder approximate their fair value.

US Dollar 31.561.500 17 .508.000

14  Trade and other payables

2011 2010

uss uss

Trade payables 6.458 15.466
Loans from shareholders (Note 16{iv}) 2.501.988 -
5.438 2.745

Accrued expenses .
2.513.882 18211

The fair value of trade and other payables which are due within one year approximates

their carrying amount at the balance sheet date.

15 Contingent liabilities

As at the reporiing date the Company had contigent liabilities as guarantor under a Facility
agreement dated 20 February, 2009 and subsequent amendment thereof, for a facllity
granted to the subsidiary GMR Energy (Netherlands) 8.V, as the borrower, by Financial
Institutions Listed therein as lenders, under which the Compzany's shares in the subsidiary
are pledged in favor of Axis Bank Lid as Securily Trustee. The facility under the Original
Facility Agreement was USD32.000.000 and was subsequently increased to
UB040.000.000 under the Amended Facility Agreement signed in Oclober 2009, The
Board of Direclors is not antiocipating that any material liability will arise on this.

16  Related parly transactions

The Company is controlled by GMR Energy (Mauritius) Limited, incorporated in Mauritius,
which owns 100% of the Company's shares. The Company's ultimate controlling
compnay is GMR Hoidings Private Limited and the ultimate controlling party is Mallikarjuna

Rao Gandhi.
The following transactions were carried out with related parties:

{i) Directors’ remuneration
The {otal remuneration of the Directors was as follows;

2014 261
ust vss
1214
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{ii} Relzted Part Balances:

2011 2010
uss L83
Ampunis due from related paries (Note 10):
Amounts due from related parties -~ Crossridge Investmenis Limited 9.000.000 £.000.090
Loan receivable from related parties - Crossridge investments
Limited 2.501.952 -

11.501.952 9.000.000
D R e =

On 1 February 2011, the Company signed a loan agreement with Crossridge
Investments Limited, whereby the Company agreed to provide the latter the loan
amount of US$2,5600,000. The loan bears interest at 0,5% per annum. The amount
due from the related parties is interest free and is payable on demand.

- -

{(iiij  Amounts dug to related parties

2011 2010

us$ Uss

Al beginning of year . 17.508.000 17.508,000
Advances during year 14.053.500 -~
At gnd of year (Nole 13) ‘ 21.581.500 J17.608.000

The amount due to parent entity is interest free.

{iv) ° Loans due to shareholders

2011 2010
uUss Uss

Loans from shareholders:
Loans advanced duting year 2.500.000 -
interest charged {Note &) 1.986 -
2.501.985 -

Al end of year {Note 14}

On 1 February 206711, the Company signed a loan agreement with parent entity,
whereby the parent enlity agreed to provide to the Company the loan amount of
US$2,500,000. The loan bears interest at 0,5% per anhum.

17 Events after the balance sheet date

There were no material post balance sheet events, which have a bearing on the
understanding of the financial statements.

Independent auditor’s report on pages 4 to b.
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ireh 2011

Administrative expenses
Auditors' remuneration

Auditors' remuneralion - prior year
Accounting fees .

Secretarial fees
Registered office fees
Legalisation of documents
Printing and stationery
Translalion expenses
Non-recoverable VAT

Sundry expenses
Professional tax

Bank signafory fee

2011 2010
uss ussg
5438 -
3 8.071
11401 28.838
1.214 1.165
485 486
473 502

- 118

853 1.168
811 571
2.254 8,162
3.978 2,569
47 122

593 635
242 233
.42

{21)



