GIRISH

MURTHY & KUMAR

Chartered Accountants

AUDITORS' REPORT
TO THE MEMBERS OF GMR RAJAHMUNDRY ENERGY LIMITED

1. We have audited the attached Balance Sheet of GMR RAJAHMUNDRY

ENERGY LIMITED (‘the Company’} as at 31°' March 2011 and the Profit and
Loss account and Cash Flow Statement, annexed thereto for the year ended
on that date. These financial statements are the responsibility of the

Company's management. Our responsibility is to express an opinion on these
financial statements based on our audit,

. 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. An audit includes examining, on a 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.

. As required by the Companies (Auditors’ Report) Order, 2003 {as amended)
issued by the Central Government of India in terms of sub-section (4A) of

Section 227 of the Companies Act, 1956, we enclose in the Annexure a

statement on the matters specified in paragraphs 4 and 5 of the said Order,

. Further to our comments in the Annexure referred to above, we report that:
i. We have obtained all the information and explanations which to the

best of our knowledge and belief were necessary for the purpose of
our audit.

kept by the company, so for as appears from our examination of the
books,

Hi. The said Balance Sheet, the Profit & Loss Account & the cash flow
statement are in agreement with books of account.

iv. i our opinion, the Balance Sheet, the Profit & Loss Account & the
cash flow statement complies with the mandatory Accounting
Standards referred in Section 211 {3C} of the Companies Act, 1956,

On the basis of written representations received from the directors as
at 31" Mafch 2011 and taken on record by the board of directors, we
report that none of the directors is disqualified as at 31st March 2011
from being appointed as a director in terms of clause (g} of sub-
section (1) of section 274 of the companies act,1956.
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vi. In our opinion, and to the best of our information and according to
the explanations given to us, the said accounts, together with and
subject to notes annexed thereto, give the information required by
Companies Act, 1956, in the manner so required and give a true and

fair view in conformity with the accounting principles generally
accepted in India:

a. In the case of Balance Sheet, of the state of affairs of the company
as at 31st March 2011;

b. in the case of the Profit & Loss Account, of the loss for the year
endad on that date ; and

¢. In case of the Cash Flow Statement, of the cash flows for the year
ended on that date. ’

PLACE : BANGALORE FOR GIRISH MURTHY & KUMAR
: Firm Registration Number : 0009345
Chartered Accountant

DATE : 4 May,2011 - 4_/
- er/ﬁ“ _ '

{A.Y SATISH KUMAR)
Partner.
M.No 1 026526
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Annexure referred to in paragraph 4 of our report of even date
Re : GMR GMR RAJAHMUNDRY ENERGY LIMITED,

i)

ii}

i)

iv}

Vi)

vii}

viii)

ix)

The company has maintained proper records showing full particutars including
quantitative details and <ituation of Fixed Assets.

The fixed assets are physically verified by the Management and no material
discrepancies between the book records and the physical inventory, were

noticed during such verification. No substantial parts of the Fixed Assets have
been disposed during the year.

The company has not commenced its operations and therefore had no stocks of

finished goods, stores, spare parts and raw materials during/ at the end of the
year.

The company has taken loans from companies listed in the register maintained
under section 301 of the Companies Act, 1956.The maximum amount involved

during the vyear and year-end balance of such loans aggregates to Rs
523,21,50,000 and Rs 45,31,50,000/ , respectively.

In our opinion, the rate of interest and other terms and conditions of such loan
are not prejudicial to the interest of the company.

The company has not granted any loans, secured or unsecured to the companies,

firms or other parties listed in the registey maintained under section 301 of the
Companies Act, 1956.

The company is yet to commence its operations and has not purchased raw
materials or components during the year. In our opinion, for the purchase of
assets there is an adequate internal control procedure commensurate with the
size of the company and the nature of its business. Further we have not noticed
any evidence of persisting failures to correct major weakness in internal control.

According to the information and explanations provided by the management, we
are of the opinion that the particulars of contracts or arrangements referred to

in section 301 of the Act, that need to be entered into the register maintained
under section 301, have been so entered.

In our opinion and according to the information and explanations given to us, the
transactions made in pursuance of such contract or arrangements exceeding
value of Rupees five lakhs have been entered into during the year at prices

which are reasonable having regard to the prevailing market prices at the
relevant time.

The company has not accepted deposits from the public during the year to which

the provisions of section 58A and 58AA of the companies Act, 1956 and the rules
framed there under are applicable.
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xi}

xii}

xiii)

xiv}

XV)

xvi)

xvif}

xviif)

Xix)

XX}

xxi)

Xxit}

In our opinion, the company's present Internal Audit system is commensurate
with the size and nature of its business.

The central government has not prescribed the maintenance of cost records
by the companies under section 209{i}{d} of the companies act, 1956.

According to the information and explanations given to us and the recerds of
the company examined by us, in our opinion the Company is generally
regutar W payment of undisputed statutory dues including income tax,
Provident fund, sales tax, service tax, custom duty, excise duty, cess and
other material statutory dues as appticable with appropriate authorities. We
are informed by the company that the provisions of Employee state insurance

scheme, investor education and protection fund, excise, customs are not
applicable

According to the information and explanations given to us and the records of
the company examined by us there are no undisputed/disputed amounts
payable in respect of income tax, Provident fund, sales tax, service tax, as
at 31st march 2011, which are outstanding for a period of more the than six
months from the date they become payable.

The company has not granted any loans/advances on the basis of security by

way of shares, debenture etc. As such no records and documents have been
maintained.

The Company is having accumulated losses of Rs 2,79,84,972 as at March
31,2011 and the company has incurred a cash loss of Rs 2,29,11,766 during

this year and incurred a cash loss of Rs 50,73,206 in the preceding financial
year,

According to the records of the company examined by us and information and
explanations given to us, the company has not defaulted in repayment of any
dues to any financial institutions or bank as the balance sheet date.

In our opinion and according to the information and explanations given to us.

And on overali basis, the term loans have been applied for the purposes for
which they were obtained.

The company has not granted any loans and advances on the basis of security
by way of pledge of shares, debentures and other securities,

In our opinion, the company is not dealing or trading in shares, debentures
and other investments and as such no records have been maintained.

We have been informed by the company that it has not given any guarantee
for any loans taken by the others from banks and financial institutions.

On the basis of an overall examination of the balance sheet of the Company,
in our opinicn and according to the information and explanations given to us,
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XXiii)

xxiv}

XXV)

Xxvi}

Xxviily

the Company has not used funds raised on short- term basis for long-term
investment. .

No Preferential allotment of shares is made by the company to parties and
companies covered in the registers maintained under section 301 of the act.

The company has not issued any debentures and thereiore no securities have
been created.

During the course of our examination of the books and records of the
company, carried out in accordance with the generally accepted auditing
practices in India and according to the information and exptanations given to

us, we have not come across any instance of fraud on or by the company
during the year.

The company is not covered under special statutory provisions appticable to
the chit fund, Nidhi or mutual benefit societies.

According to the information and explanations given to us and based on such
examination, we are of the opinion that other provisions of the Companies

{Auditors’ report Order) 2003 are not applicable for the year covered under
this report.

PLACE : BANGALORE FOR GIRISH MURTHY & KUMAR

DATE

Firm Registration Number : 0009345
Chartered Accountant

;4% May, 2011 _QO_J;J,J ~=L/
L T

{A.V SATISH KUMAR)
Partner.
M.No : 026526
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GMR Rajahmundry Energy Limited
Balance Sheet as at 31st March ,2011

Amount in Rupees

i

Sch.
20t 2030
L Re!
1. Sources of Funds:
1. Sharehoiders' Funds
2} Capital H 1,935.000.000 580.000
L.Loan Funds
a1 Sew 1 ons % 15,602,412,363
il L s 3 453,150,000 5,232 150,000
Total 20,990,562,363 5,237,650,000
Application of Funds:
1. Fixed Assots
21 Gross Sleck 4 10,223,324 1,182,913
bYLass | Depreciation 1.597.384 52,939
<3 Het Block 18,625,942 1,1219.974
4} Capital Work ia Progress {inciucing
capital advances) 3 21,426,922,969 5.484.341 957
1. Investments & 133,099,444
2. Current Assels, Loans and Advances
a3 Cash ard Sand M 1.021.348,1% £55.0%%
v bi{ibe vR 547,848 !
CELuans and Ad 3 506,322,348 6.878,30%
1,528,688 350 97,523, 544
Less : Current Liabilities and Provisions 0
ay Liabitiems 1,094,570,125 154,034,893
) Provisions 50,189,18% 1,383,815
2,154,759,314 355,428,711
Het Current Assets (526,070,944) 1257,8%5, 1875
3.Profit and Lass Account 27,984,977
Total 10,99Q,562,363

The Sthedules referred to above form an
This 15 the Balanee Sheet referead te in o

-
Qklg

Lo

AV Satish Kumar Lo

Partner

For and on benalf of

Girish Murthy & Kumar

Chartered Accountants

Membershim Number 1 26526

Place: Bangalury

Datedatn May, 01

BV, K.Rao™
Diretlor

stegral part of the Ralance Shoet
report o) even date,

Raaj Kumar
Director

Place: Bangaiury
Diate © 0dth May, 2011



GMR Rajahmundry Energy Limited
Profit and Loss Account for the year ended March 31,2011

Amount in Rupees

Schedule 31-March-2011 | 31-March-2010
f. jlncome
Sales
Other income
. |Expenditure
administration expenses 11 22,911,764 5,073,206
Interest and Finance Charges - -
Depreciation - -
22,911,746 5,073,206
11, iProfit/{Loss) Before Taxation (22,911,766} 5,073,206}
Provision for Taxation
- Current
- Deferred - -
Iy, [Profit/(Loss} After Taxation {22.911,766) (3,073,208)
Surplus/ (Defeqit) brought froward from Previcus year 5,073,206}
Vv lavsiable surplus/ {Defecit} carred to Balaywe Sheet (27,984,972 (5,073,206
tarning per share{Per Equity share of Rs.10 Each)
tarning per Share -Basic {0.11) (101.46}

The Schedules referred to above form an integrat part of the Profit and Loss Account
This 15 the Profit and Loss Account referred to in our report of even date.

|, ot

AV Satish Kumar

Partner L
For and on behalf of

Girish Murthy & Kumar
Chartered Accountants
Membershim Number : 26526
Place: Bangaluru -
Date: 04th May, 2011

For and on behalf of the Board

S —
R O .

B:m{'ao Raaj Kumar

Director Director
Place: Bangaluru
Date 1 04th May, 2011
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GMR Rajabmundry Energy Ltd
Schedules forming part of the Balance Sheet as at March 31, 2011

Amount in Rupees

Schedule 1; Share capital 2011 2010
a. Authorised Capital §50,00,00.000 500,000
{55.00.00,000 Equity Shares of Rs.107- each)
550,00,00,000 500,000
b, Issued, subscribed and paid up :
(49,35,00,000 Equity Shares of Rs.10/- each) 4,935,000,000 500,000
{Entire tssued Capital helb by GMR Energy Ltd - Holding Company } '
Total 4,935%,000,000 500,000
Amount in Rupees
[Echedute 2: Secured Loans 2011 7010
Bitl Discounted 8,613,612,363
{ Secured against Letters of credit issued by IDBI Bank Ltd under Fronting Bank
Facitity}
Tersn Loan 6,988.800.000
(Sociaed by first charge on all movable, immovable oreperties and including
stack of raw material and consumables,ail book debts, cash flows receivables,

Trust and Retention Account, Debt Service Reserve Account and other
reserves and any other bank accounts of the company both present and
future. Further secured by way of assignments/hypathecation of security
interest of ail the rights, title, interest, benefits, claims and demands of the
Company in the Proiect Documents. Further secured by way of pledge of
25.16,85,000 shares held by the holding company)

Total 15,602,412,363 -

Amount in Rupees

Schedule 3: Unsecured Loans 2011 2010
Non Convertible Debentures “ 5,232,150,000
{From Holding Company)
Other Loans { From Holding Company) 453,150,000
Total 453,150,000 5,232,150,000

Sch. Bal Sheet ‘ Page 1



GMR Rajahmundry Energy Ltd
Schedules forming part of the Balance Sheet as at 313t March "1

Schedule 4
Fixed Assets
(Amount in Rupees)
Gross Block Depreciation Net Block
Description As at March . As at 31st March As at March Additions Asat 31st  |Asat 31st March| As at March
31,2010 Additions , 2011 31,2010 March , 2011 , 2011 31,2010
Plant & Mactonery - . . - -
Land - 12,088,240 12,088,240 . - 12,088,240 -
Bunlelings . 3,112,701 3,112,701 - 33,381 33,381 3,079,319 -
Office Equipment, 52,324 3,885,118 3,937 442 23,559 156,513 180,072 3,757,370 28,765
Cornputer Equipment 1,130,589 2,359,636 3,490,225 29,380 407,841 437,220 3,053,004 1,101,209
Caprtalized Software - 2,009,743 2,009,743 . 280,328 280,328 1,725,415 -
Furmiture & Fixtures 2,271,497 2,271,497 . 55%.748 559,748 1,711,749
Vehictes - 3,313,478 3,313,478 - 106.635 106,635 3,206,843 -
Total . 1,182,913 29,040,413 30,223,326 52,939 1,544,446 1,597,384 28,625,941 1,129,974
Grand Total 1,182,913 29,040,413 30,223,328 . 92,939 1,544,448 1,597,384 28,625,941 1,129,974
|Previous Year - 1,182,913 1,182,913 . 52,939 52,939 1,129,974 -
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GMR Rajahmundry Energy Ltd

Schedules forming part of the Balance Sheet as at March 31, 2011

Amourtt in Rupees

Schedute 5: Capital Work in Progress

Upto and as at March
31,2011

Upto and as at March
31,2010

A} Capital Advances

EPC Expenses
interest Others
Bank/other Finance Charges
interest on Fixed Period Loans
Salaries allowances & Benefits to employees
Lontribution to provident fund and others
Flacement & Recruitment
Consuttancy & Professionat Charges
Rent
Electricity Charges
Office Maintenance Bt Others
Insurance
Rates & Taxes
Guest House Mainterance
Repairs & Maintenance
Hire Charges
Communicalion Expenses
Books & perodicals
Neetings & Conference
Staffwelfare & Amerities
Travelling and conveyance
Prioting & Staticnery
Security Charges
Income Tax
Depreciation
Remuneration L6 auditors

- Others
Advertisemant,
Miscellaneous Expenses

Less: Other Income

Gaind {Loss) on account of foreign exchange fluctuations i aet)
Profit on Sale of investments

interast Received { Gross )

Kiscellaneous tncome

8} Expenditure During Construction Period | pending allocation( net}

1,542,850,025

18.,062,066,684

2,193,282,269

3,151,549,513

396,772,599 97,113,114
546,388,403 -
231,174,929 -
86,733,819 4,897,889
4,885,226 -
2,168,549 120,006
415,306,686 15,189,261
43,445,759 7,957,442
6,438,825 -
1,971,958 1,904,224
57,300,049 5,774,8%4
1,995,679 1,370,197
1,470.482 37,784
1,264,531 393,010
18,298
1,157,272 46.213
- 205
3,305,052 16,663
11,065,584 5,054,487
118,337,112 255,098
405,397 38,393
8,543,835 .
7,800,000
1.597.384 52,919
14,850
4,233,549 -
727,755 269,124
20,013,771,408 3,292,059,718.58
108,115,783 .
9,254,766 -
14,327,915 -
1,000,000 1,000,000

Grand Totat (A} + (B}

71,426,927,969 |

5,484,341,988

Sch Bat Sheet

Page 1
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GMR Rajshmundry Energy Lid
Schadules forming part of the Bajance Sheet as ar March 31, 200

Amoynt in Rupees
Schdute &: thvesment Current 2011 2010
Other than Trade unguoted.
Rirla Suniife Cash Plus institutonal Premium growh
{12BEB58.628 unils) 190,009,454
WK Prudenual Liquid Super instdutionat Plan Grawth
{730%388.896 units) 113,000,000 -
Aggrogate Market Yalue as on Macch 3158, 2911 Rs, 133,335,209
Toral 133,099,444 -
Amount in Rupees
Schduie 7: Cash and Bank Balances 2011 2010
Castr an Hand 77,683 170,511
Balances with scheduled sanks
- Gn Curreat gocounts 814,454,610 484,528
- On Margin Monay Accounts 3,953,409 -
- On Deposit Accounts 203,337,434 -
Total 1,021,B48,156 855,035
Amaourt in Rupees
Schdule 81 Other Current Assels 2011 2010
Interest Accrded but Not Due 517,848
Total | 517,848 -
Amaunt in Ruppas
Schdute 9: Loars & Advances 01 010
{Unsecured and considered good, uniess otherwise stated)
aits Lo Senployees 1,132,328 38330
Advances recoverable in cash or in king or for vilue (0 be received
- Lonsidared good 11370 74,391,455
Deposit with Sovernment Aulhoniies 59,000,060 7.400,60¢
Deposit with Others 35,050,330 15,446,800
Totat 506,322,346 96,878,505
Amount in Rupees
Schedule 10; Current Lisbitities and Provisions 1011 040

Liabilities

L Duss W icra and small seale industrial wndertakings
1L Dues 10 gther than Micro and Sami Scale Idustrial Undertaings

Retontion Money
Other Lizbiities
interest Accrved i ot due

vision for Employee Benefits - Bonus

on Geatuty i Leave Ercashment

s Tor Quistanding Expenses

Y {or Income Tax ( Net of advance Tax)

1,061,16%,89¢

334,326,618

1,061,16%,899

951,948,556
24,775,335
14,481,326

14,709,778

2,094,570,125

354,034,893

9,406,548
£.704,238
&3.771,515
244,500

1,393,819

60,189,189

1.393.819

Grand Total

2,154,759,314

355,428,712 | .-
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GMR Rajahmundry Energy Ltd
Schedules forming part of the Profit & Loss Account for the year ended March 31,2011

Amount in Rupges

Schedule 11: Administration Expenses 31-March-2011 31-March-2010
Charities & Donations - 5,000,000
Rates & Taxes 22,759,342 25,586
Business Promotion Expenses 14,773 25,560
Remuneration to auditors :

- Audit Fees 82,725 22,060
Misc Expenses 54,926
Total 22,911,766 5,073,206

Sch P&L Page 1



GMR Rajahmundry Energy Limited
Cash flow statement for the year ended #arch 31, 2011

{Amount in Rupees)

Particulars

2011

2010

A, [CASH FLOW FROM/(USED 1M} OPERATING ACTIVITIES
Net Profit Refore Tax and Extraordinary items
Preoperative Expenses
Operating Profit Before Working Capital Changes
Cash generated from Operaticns

(22,911,766)

(5.073,206

(5,071,208

Net Cash Flow from/ (used in} Operating Activities

(22,911,766}

(5,073,206)

B. |CASH FLOW FROM/ {USED IN) INVESTING ACTIVITIES
Depreciation

Purchase of Fixed Assels

Inflowe/ {outflow) from changes fo trads and other
recelvabies {Loans & Advs}

Purchse of Mututal Funds

Audutal Funds Sold during the year

{hanges in Trade Payabtes
Taptial Work in Progress
tincluding EDCP and Capital Acvances)

{23.040,413)
405,443,841}

{2,791,600,0G0)
2,667,755,322

1,798,812,755

{15,950,291,303)

(2,794,465,182)

(96,878,505)

155,428,711
{3,291,006,779)

Net Cash from/ {used in) Investing Activities

(14,713,807,480)

(5.226,921,755)

C. [CASH FLOW FROM/(USED IN) FIRANCIRG ACTIVITIES
Proreeds from share application maney/ [Refund)
Proceads/ (Repayment) from/sof Long Term Borrawings
¢ Proceeds/ (Repayment; from/of 1CD

Proceeds from issue of share camtal

15,602,412,363
14,779.000,0C0:
4,%34,500,000

3,232,130,000
500,000

Het Cash from Financing Activities

15,757,912,363

5.232,650,000

Net increase in Cash and Cash Equivalents
Cash and Cash Equivalents at the beginning of the perjod
Cash and Cash Equivalents at the end of the year

£ 021,193,117
655,039
1.021,848,136

655,039

655,039

Notes:

. The above cash flow statement has been prepared under the 'Indirect Method as set out in the
Acoounting Standard -3 on "Cash Flow Statements’ issued by the institute of Chartered Accountants of india.

This is the Cash Flow Statement referrad to in our report of even date

A ¥ Satish Kumar

Partner * .

Fo: and on behalf of BRETS
Girish Murthy & Kumar

Chartered Accountants
Membaerstim Number © 26526
Place: Bangalore

Date: G4th may, 2011

B.V.N.Rao
Oirector

Raaj Ku
Duector

Piace; Bangalury
Gate « 04in may, 2013

For aud on behalf of the Board

By~

mar



GMR RAJAHMUNDRY ENERGY LTD

SIGNIFICANT ACCOQUNTING POLICIES AND NOTES TO ACCOUNTS

SCHEDULE - 11
SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates

The preparation of financial slatements in conformity with generaily accepted accounting
princigies requires mansgement to make estimates and assumptions that affect the reported
amounls of assets and labilities and disclosure of conlingent liabilities at the date of the
financial statements and the results of opsrations during the reporting period Although these
estimates are based upon management's best knowledge of current events and actions,
aciual resuils could differ from thess eslimates.

Revenue Recognition

Interast on invesiments and bank deposits are booked on a time progoeriionale basis laking
into aceount ihe amoeunts invested and the rate of interest.

Fixad Assets

! s arg stated at cost (or revalued amounts. as the case may bel. kess accumulated
depreciation. Cost comprises the purchase price and any altributable cost of bringing the
asset to i1 working condition for its intended use.

~sgels

” tx under instaitation or under construction and the reisted advances as al the balance
sheet dzte ara shiown as Capital Work in Frogress.

Intangible Assets

Capiteiized Soitware is staled at thz consideration paid for acquisiticn less accumutaled
amortization.

All Project releted expenditure viz. ¢ivil works, machinery under erection. construction and
arection materials. pre-operative expenditure incidental / attributable to sonstruction of project.
borrowing cost incurred prior 1o the date of commercial operation and trigt run expenditure are
shown undes Capital Work-in-Progress.  These expanses are nei of recoveries and income
(nel of tax; from surplus funds arising aul of project specific borrowings

S

Depreciation / Amortization

Deprevation is provided on 2 pro-rata basis on Straight Line Methord at rates specified in
Schayule Xiv (o the Companies Act. 1856, Assets individually costing less than Rs.5,000/-
ate depraciated Nully in the year of zequisition. Leasehold land is amortized over the tenure of

| e

iease from the date of commersial oparation of the pland.
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GMR RAJAHMUNDRY ENERGY LTD
SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO ACCOUNTS

Borrowing cost

Borrowing cost that are altibutable to the acquisition or construction of qualilying assels are
capitalized as part of the cost of such assets til the pericd such assets are ready to put to use.
A qualifying asset is one that takes substantial period of time lo gel ready for iis intended use
or sale. Other borrowing costs not attributable to the acquisition of any capital asset ¢r
investments are recognized as expenses in the period in which they are incurred.

Leases

Leases where the lessor effectively retains substantially all the risks and benefits of ownership
of the leased item, are ciassified as operating leases. Operating lease payments are
recognized as an expense and shown under Capital Work in Progress uniil the
commencemenl of the Commercial-Operation. Thereafter It will be recognized as an expenses
in the Profit & L.oss Account on straight line basis over the period of lease term.

Investments

Investments that are readily realizable and intended tc be held for not more than a year are
classified as current invesiments. Al other investments are classified as long-term
invesiments. Current inves ts are carried at lower of cost and fair value determined on an
individual invastment ba ong-term investmenis are carried at cost However, provisi

diminution s value 18 Mg

CCost ol acquisiic

asime
Foreign Currency Transactions

are accounted al the exchange rale pre
and Current Liabililies are transiate

staten

of the

s isan al ihe enrt

pressing the

the brla

Employee Benefits

a) Defined Contribution Plan

wd contribution plans comprising of

quon fund els. n accordance with the apg
ich the

are recognized as expenses during the period in wi
s that the payments cover.

43 makes monthiily contributions and has no further obligations under such plans
bayond #s conirbutions.



GMR RAJAHMUNDRY ENERGY LTD

SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO ACCOUNTS

b} Defined Benefit Plan

¢}

The liability as at the Balance Sheet date is provided for based on the actuarial vatuation,
under Projected Unit Credit Melhod at the Balance Sheet gdate, carried oul by an
independent actuary. Actuarial Gains and Losses comprise experience adjustments and
the effect of changes in the actuarial assumptions and are recognized immediately in the
Profit and Loss account as an income or expense,

Other Long Term Employee Benefils

Employee benefits including compensated absences which are not expscted to ocour
within twelve months after the end of the period in which the employee renders the reizted
services are recognized as a liability at the present value of the defined benefit obligation
al the Balance Sheet dale based on actuarial valuation methad of Projected Unit Credit
carried out at each Balance Sheet dale. Actuarial Gains and Losses are recognized
immediately in the Profit and Loss account as an income or expense.

Shaort term employee benefits

Short term employee benrefits inciuding compensated absences as at the Balance Sheet
dste are recognized as an expense as per the Group's schemes based on the expecied
cbiigatian on an undiscounted basis,

Taxes on Income

Current iax is delermined on the amount of tax payable in respect of taxable income for
the year Deferred tax is recognized on timing differences: being the difference betwean
taxable income and accounting income that originate in one year and are capable of
raversal In one or more subsequent years. Deferred tax assels and lHabilities are
computed on the timing differences applying the enacted or substantively enacted rates.

Earnings psr share

Basic EPS are calculated by dividing the net profit or loss for the period altributable o
equity shareholders (alter deducting attributable taxes) by the weighted average number
of equity shares outstanding during the period. For the purpose of caloulaling dilufed
earnings per share, the net profit or loss for the period attributable to equity shareholders
and the weighted average number of shares outstanding during the period are adjusted
for the effects of all dilutive potential equity shares.

Cash and Cash equivalents

Cash for the pumposes of cash flow slatement comprise cash in hand and at bank
{mc,!umc' deposits) and cash equivalents comprise of short term highly Biquid investments
that 2 adily convertible info known amounts of cash and which are subject 0

insignificant risk of changes in value,




GMR RAJAHMUNDRY ENERGY LTD

SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO ACCOUNTS

Provisions

A provision is recognized when an enterprise has a present obligation as a result of past
event: it is probable that an outflow of resources will be required Lo settle the obligation, in
respect of which a reliable estimate can be made. Provisions are not discounted to their
present value and are determined based on best estimate required to setlle the obligation
at the Balance Sheet date. These are reviewed at each Balance Shee! date and adjusted
to reflect the current best estimates.

SharesiDebentures [ssue Expenses and Premium on Redemption

With respect to Indian entities Shares/Debentluras issue expensss incurred are expensed
in the year of issue and redemplion premium payable on preference shares/dehentures,
are expensed over the term of preference shares/debeniures. Both are adjusted to the

Securities Premium Account to the extent permitted by Section 78(2) of the Companies
Act, 1956.

Contingencies

Liabiliies which are material and whose fulure outcome cannot be ascertained with
reasonable certainty are treated as contingent and. to the extent nct provided for, are
disciosed by way of notes on the acoounts



GMR RAJAHMUNDRY ENERGY LTD

SIGNIFICANT ACCQUNTING POLICIES AND NOTES TO ACCOUNTS

SCHEDULE ~12
NOTES TO ACCOUNTS
1. Nature of Business
GMR Rajshmundry Energy Ltd is promoted as Special Purpose Vehicle (S5PV) by
GMR Energy Ltd, the Holding Company, to develop and operate 768 MW Gas Based

Power Project in Rajahmundry, Andhra Pradesh, The Company is in the process of
Setting up of the project.

2. Capital Commitments

Particulars March. 2011

March,2010

; '.sﬁr%.a\58“6h1{)L‘jdiwé‘?&;ﬁggééié remaining o be i
j exesuted on Capital Account and lo be provided for + 3.881,030.573 !
i inet of advances)

15,180.935.846

3. Employee Benefits

sj Gefinad contribulion plan
Contribution © Provident and olhar funds under Capital Work in Progress {Schedule V3
a

‘
i
are as under.

{Ami in 8.}

Particulars 2011 2010
Contribution o providen; fund 3.673.022 347,881
Contribution 1o superannuation fund 777.208 37115

h! Defined bensfil plan

itigs in the Group ar

varad by & funded defined benefit gratuity plan. As

per the scheme, an empioyee who has compieted five years or more of service gots
aratuity equivaler! to 15 days salary Uast drawn salary} for each completed year of
service,

L



GMR RAJAHMUNDRY ENERGY LTD

SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO ACCOUNTS

The following tables summaries the components of net benefit expense recognised in
the Profit and Loss account and the funded status and amounts recognised in the

Balance Sheet for gratuity benefit.
Profit and Loss Account

Net employee benefit expense

Amount in Rupees

2011 2010
Current service cost 1,375,043 275,348
Interest cost on benefit obligation 55,190 -
Expected return on olan assets {6.929) -
Net actuarial{ gain} / loss recognized (11,403) -
Past service cost - -
Net benefit expense 1,411,901 -
Actual return on plan assets 7,796 -
Balance sheet {Amtin Rs)
U, ; i 559G
Defined benefit obligation 2,108,573
Fair value of pian assets 181,033

Less: Unrecognised past sarvice cost

Plan assel / (liability}

{1.828,540)




GMR RAJAHMUNDRY ENERGY LTD

SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO ACCOUNTS

Changes in the present value of the defined benefit obligation: {Ami. in Rs.)

| 2011 2010
Opening defined benefit obligation 275,348 -
New Acquisitions - -
interest cost 55,190 -
Current service cost 1,375,043 -
Past service cost - -
Benefits paid - - ‘
Adjustment on transfer 414,528 -
Actuarial {gains) / losses on obligation (10,538) - {

; Closing defined benefit obligation 2,109,573 275,348 [

i :

Changes in the fair value of plan assels are as follows: {Amt. in Rs.)
2011 2010

QOpening fair value of plan assels
New Acquisition

Expected return

Contributions by employer
Benefits paid

Actuarial gaing / (Iossés)
Adiustment on transfer

Closing fair value of plan assets

6,929
173,237

857

181,033




GMR RAJAHMUNDRY ENERGY LTD

SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO ACCOUNTS

The Company expects to contribute Rs. 200,000 (2010 Rs. 10,000)

gratuity fund in 2011-2012,

towards

The major category of plan assets as a percentage of the fair value of total plan

assets are as follows:

2011 2010 ,
2 %
Investments with insures managed funds | 100% 100% j
The principal assumptions used in determining graluity obligation:
| 2011 2010
% Yo
Discount rate 8.00% 8.L0%
Expected rate of return on assets 8.00% 8.00%
Expeacted rate of salary increase 6.00% ; 6.060%
Employee turnover 5.00% 5.00% I

“Notes -

1. The estimates of {uture salary increases, considered in actuarial valuation,
take into consideration for inflation, seniority, promotion and other relevant

factors.

2. The expected returmn on plan assels is determined considering several
applicable factors such as the composition of the plan assets held,
assessed risks of assat management, historical results of the return on
plan assels and the Group’s policy for plan asset management. Assumed
rate of return on assets is expected to vary from year to year reflecting the
relurns on matching Government bonds.

N



GMR RAJAHMUNDRY ENERGY LTD
SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO ACCOUNTS

Amounts for the current and prior periods are as follows.  {Amt, in Rs.}

Gratuity
2011 2610 | 2000
Defined benefil obligation 2109573 ] 275348 ; -
Plan assets 181,033 - -
Surplus / {defict) ’ (1.928,540) | (275.348) | -
Experience adjustments on plan liabilities é {10.536) - -
Experience adjusiments on plan assets 867 - -
i

a) Leave encasbment fabilily provided based on actuarial valuation amounts 1o
Rs. 28,83,035 (2010: Rs.6,36,930) as at March 31, 2011,

B) Leave Travel Allowance

Liability towards Leave Travel Allowance (LTA) based on Actuarial valuation amounts
to Rs.15, 39,335/ as al 31st March, 2011 [As at 31st March, 2010 Rs.3, 50,894/

4. Detalls of Auditors Remuneration
Amount in Rugeqs

Si.No. Particulars 2010-19 1 2009-10
a. Statulory Auditors Fees 82,725 ! 22,080
b. Certification /Consultation Fees 14,880 -

5. The information required by Paras 3 and 4 of part li of Schadule Vi to the
Companies Act 1956 is as under :

Amount in Rupees

Particulars 319, : 34
March,2011 | March,2010 |
A. Value of imports calculated on :
CIF Basis: i

. Capital Goods fnelt




GMR RAJAHMUNDRY EMERGY LTD
SIGNIFICANT ACCOURTING POLICIES AND NOTES TO ACCOUNTS

Amount in Rupees

‘ B. Expenditure incurred in Foreign Cutrency |

Particulars 201011 2009-10

N ngExpenses | 2762386 .
: Offshore Account 11,129,671,300 -

[ interest on Secured Loans i 24101,958

6. Names of related parties and description of relationship:

GMR Rgjahmundry Enecgy Limded ~ Related parties

(!} | Enterprises that coniral the Company GMR Energy Limited {GEL} {Hoiding
Company)

GMR Intrastructure Limited (GiL}

GME Holdings Private Limited (GHPL)

iary Companigs where
tace during the GMR Power Corporatinn Povate Lisnted
(GPCPL}

GMR Vermnagitl Power Generaton Limited
{GYPGLY

GMR Badinath Hydro Power Generation
| Limiteg (GBHPLY

Limed

GMR Consulting Servicos Priv
{GCSPL

GMR Aviation Pyt Lid
GMR Bannerghaits f
GMR Corporate Affairs Pyt L
Faxa Securily iiefv%ces l_i,:s“

GMR Varalakshinu Foundation

Vil Enterpriges w can) inence

) ENIRIDrsas ve

personnet

sigificant ¢

vy Koy Manageuent Pargonns




GMR RAJAHMUNDRY ENERGY LTD
SIGRIFICANT ACCOUNTING POLICIES AND NOTES TO ACCOUNTS

Details of the transartions as given below:

Amount in Rupees

[Stio.

et et e b o e et

" Particulars E

e H

2009-10

! the year |
P GMR Energy Lid [GELY

G. ' Unsecured Loan
| GMR Energy Lid [GEL]

1
i
i
i

d Un Secured Loan - Repaid
s GMR Energy Lid [GEL]

g Clinter Consorate Deposit - Taken

q

Foo Dinter Corporate Deposit - Rapaid

G- interes! paid on inter Ca

: Techricai On 25 - GMR < 3.86.05.000

Lo
: Lid
1
§GMR Avitior Pt Lt T
i . .
in o GMR Banr e Franaerties Pl Lid
.
n . GWE Corporae AHairs 2ot LG

o Raxa Securily Se

P GMR

q " GMR Varalakshen Foundation

a ! Share Application Money Received during 4,934,500,000

b, ! Equity Share Capital Aliotted during the year | 4,934,500,000

£ 5.232.150.000 ;

£ 5,073,650,000 |

e Deposts © DS 534373

2ot paid on Non Convarlible Debentures 153,902,886

453,150.000

R infrastiusire L 270,000.000

| 4.620,500,000 {

i

5,232,

i
|
H
i
t
i

500.000

150,000 |

l
1

i
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SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO ACCOUNTS

Nge: T

t‘X’.}EI”ISE}Q incurresd i 0y Ghe company on

above.

ransecticrs and oulstanding balances inihe nalure of reimbursement of

benah of the other have noet heen considersd

7. The Company has entered inlo certain cancelable operating lease agreements mainly for
office premises and long term leasehold land taken from Government Authorities for
project purpose. Under these agresments refundable interest-free deposits have been
given. in respect of above arranqemersts lease rentals payable are debited fo Capital
Work-in progress

[SeR

~n

g

sonfirmation

" Particulars

Particitarns

omingl Vel
share)
Totaf!
Degir

Adde 3parnes allotled du

Yot Ng of B ;1; Snares culsianding s the
and of e ves

i and Loess Accound

peesi{higl

“2010-11 | 2009-10

Amount in Rupees

Amount in Rupees

2010-11 200810
10 0
50.000 -

493480000 0 50000

493500006 800600

206448493 © BOGOG

v
o)
]
>
N
jor
-
g
ot
[
[
foi)
<

o

{22811.786) (5073206}

0.1 T {10446

s uretes Loans and Advances. Credilors snd Advances o suppliers are subject



10.

11.

GMR RAJAHMUNDRY ENERGY LTD
SIGNIFICANT ACCOUNTING POLICIES AND NOTES TOQ ACCOUNTS

There are no micro and small enlerpricses lo which the company owes dues which are
outstanding for more than 45 days as 1st March, 2011, This information as required to be
disclosed under the Micro Sraall and Medium Enterprises Development Act 2006 has been
determined to the extent such parties have been identificd on the basis of information
available with the Company

Saegment Reporting

The Company is engaged primarily in the business of setting and running ¢ *ower plant, As
the basic nature of the activities i¢ governed by the same sel of risk and v ms these have
been grouped as @ single business segment. Accordingly separate primai . and secondary
segment reporting disclosures as envisaged in Accounting Standard {AS-1 ~ on Segmental
Reporting issued by the $CAl are not applicatle to the present

12. Unhedged foreign currency exposure as at Batance shest date:

R
SiNo. i Particulars . o oYL Currepey Amount in Rupees

2010-11

sren ey
(S

LS 9,075 312 L 109,569,509
EURC - 116,712 7381310 ¢
c Retgnlion Movey )
, Payable us 2023457 © o $1.338.849
EURD 297.001 . 18782343

| 2009-1¢
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GMR RAJAHMUNDRY ENERGY LTD

SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO ACCOUNTS

13. Investmenis Purchased and Solg during the ysar

Shorterm Mutual Fuads - Unquoted

Purchased and Sold during st April, 2010 to 31st March 2011

""Burchases during the year

Sold during the year

Description ! No of Units

{Rupees in ; No of Units

Axis Liguat Fund - Institutional Growlh . 841 843.84 B&58.00

3398611762 | ¢
Birla Sunkifa Cash Plusinst. Prest. - Growth ]

| 5032,307.88 | 7,125.00
ICICH Pruinst Liguid Plan Sup inst Gorw-F @100

iDFC Cash Fund — Super inst Plan C - Growih :
; ; 1.85200

i

| TATA Liquid Super High Inv. Eund - Apzraciation 247000

P LT Liguid Cash Plan Instity

Q-

~ Growtlh D ’ ’

14, The Previous vesr figurss have bean reworkad
wheraver ngcessary.

For on Bebhalf of Girish Murthy & Kumar

AV Satish Kumar

Partner

Chariered Accountants
Membership No 26528
FR N ceel343
Flace: Bangaiore

Date 04" May. 2011

H

3

| 641.043.84
33988, 117 82

| 5,032,307.96

" 28.200,060.4¢ | 3.321.03

£ 108,122.54

© 13757407

. rearrgnged and reclassified

Far and on hehalf of the Board

UL -

.

Raaj Kumar

Director

Place: Bangaiore
Date - 04" May, 2011



