GIRISH
MURTHY & KUMAR

Chartered Accountants

INDEPENDENT AUDITORS' REPORT

TO THE MEMBERS OF SJK Powergen Limited

Report on the Financial Statements

We have audited the accompanying IND AS financial statements of SJK Powergen Limited (“the
Company”), which comprises the Balance Sheet as at March 31, 2017, and the Statement of
Profit and Loss including statement of Other Comprehensive Income, the Cash Flow Statement
and the statement of Changes in Equity for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

The Company’s Board of Directors is responsible for the matters stated in Section 134(5) of the
Companies Act, 2013 (“the Act”) with respect to the preparation and presentation of these IND AS
financial statements that give a true and fair view of the state of affairs (financial position) , Profit or loss
(financial performance including other comprehensive income) ,cash flows and change in equity of the
Company in accordance with the accounting principles generally accepted in India, including Indian
Accounting Standards(IND AS) specified under Section 133 of the Act, read with Rule 7 of the
Companies (Accounts) Rules, 2014 and the companies (Indian Accounting Standards) Rules 2015, as
amended. This responsibility also includes maintenance of adequate accounting records in accordance
with the provisions of the Act for safeguarding of the assets of the Company and for preventing and
detecting frauds and other irregularities; selection and application of appropriate accounting policies;
making judgments and estimates that are reasonable and prudent; and the design, implementation and
maintenance of adequate internal financial controls, that were operating effectively for ensuring the
accuracy and completeness of the accounting records, relevant to the preparation and -presentation of
the IND AS financial statements that give a true and fair view and are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these IND AS financials statements based on our audit.
We have taken into account the provisions of the Act, the accounting and auditing standards and matters
which are required to be included in the audit report under the provisions of the Act and the Rules made
there under. We conducted our audit of the standalone IND AS Financials Statements in accordance with
the Standards on Auditing, issued by The Institute of Chartered Accountants of India, as specified under
Section 143(10) of the Act. Those Standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and the 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 IND AS financial statements, whether due to

fraud or error. In making those risk assessments, the auditor considers internal financial control relevant

to the Company’s preparation of the IND AS financial statements that give a true and fair view in order

to design audit procedures that are appropriate in the circumstances. An audit also includes evaluating

the appropriateness of the accounting policies used and the reasonableness of the accounting estimates .

made by the Company’s Directors, as well as evaluating the overall presentation of the IND AS, ﬁuancialgl{_\

statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for " '
our audit opinion on the IND AS financial statements. \ '
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Opinion

In our opinion and to the best of our information and according to the explanations given to us, the
aforesaid IND AS financial statements give the information required by the Act in the manner so required
and give a true and fair view in conformity with the accounting principles generally accepted in India,
of the state of affairs of the company as at March 31% 2017, its loss including other comprehensive
income, its cash flows and the changes in equity for the year ended on that date.

Report on Other Legal and Regulatory Requirements

l.

(a)

(b)

(c)

(d)

(e)

()

(8)

As required by the Companies (Auditor’s Report) Order, 2016 (“the Order”), issued by the
Central Government of India in terms of sub-section (11) of section 143 of the Companies Act,
2013, we give in the Annexure A, a statement on the matters specified in paragraphs 3 and 4 of
the Order, to the extent applicable.

As required by Section 143 (3) of the Act, we report that:

We have sought and obtained all the information and explanations which to the best of our
knowledge and belief were necessary for the purposes of our audit.

In our opinion, proper books of account as required by law have been kept by the Company so
far as it appears from our examination of those books

The Balance Sheet, the Statement of Profit and Loss including statement of Other
Comprehensive Income, the Cash Flow Statement and the statement of changes in equity dealt
with by this Reports are in agreement with the books of account.

In our opinion, the aforesaid IND AS financial statements comply with the Accounting
Standards specified under Section 133 of the Act, read with Rule 7 of the Companies (Accounts)
Rules, 2014 and the companies (Indian Accounting Standards) Rules, 2015 as amended.

On the basis of written representations received from the directors as on March 31, 2017 and
taken on record by the Board of Directors, none of the directors is disqualified as on March 31,
2017 from being appointed as a director in terms of Section 164 (2) of the Act.

With respect to the adequacy of the internal financial controls over financial reporting of the
Company and the operating effectiveness of such controls, refer to our separate report in
“Annexure B” to this report

With respect to the other matters to be included in the Auditor’s Report in accordance with Rule
11 of the Companies (Audit and Auditors) Rules, 2014, in our opinion and to the best of our
information and according to the explanations given to us:

a. the Company does not have any pending litigations to be discussed on its financial position
in its financial statements

b. the Company did not have any long-term contracts including derivative contracts for which
there were any material foreseeable losses °

c. there were no amounts which were required to be transferred to the Investor Education\and
Protection Fund by the Company. il
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d. The company has provided requisite disclosures in its financial statement as to holdings as
well as dealings in Specified bank notes during the period from 08" November 2016 to 30™

December 2016 and these are in accordance with the books of accounts maintained by the
company.

Jfor GIRISH MURTHY & KUMAR
Chartered Accountants
Iirm’s registration number: 000934S el

)L\,_ AN /-

A.V.SATISH KUMAR a1
Partner ,
Membership number: 26526

Bangalore

24" April 2017

4502. High Point IV. 45. Palace Road. Bangalore - 560 001.Ph :223 81 473



GIRISH
MURTHY & KUMAR

Chartered Accountants

Annexure A as referred to in clause 1 of paragraph on report on other legal and regulatory
requirements of our report of even date.

SJK Powergen Limited

i. a. The company has maintained proper records showing full particulars including
quantitative details and situation of Fixed Assets.

b. The Company has a regular programme of physical verification of'its fixed assets by which
all the fixed assets are verified in a phased manner over a period of three years, which in our
opinion, is reasonable having regard to the size of the company and the nature of its assets.
As the Company has capitalized most of its assets during the year, no physical verification is
carried out during the year.

¢. According to the information and explanations given to us and on the basis of our
examination of the records of the Company, the title deeds of immovable properties are
held in the name of the Company.

11. The Company has not commenced its operation and therefore had no stocks of finished goods,
stores spares parts and raw material during/ at the end of the year. Hence it does not have any
stock of finished goods, raw material, stores and spare parts. Thus, paragraph 3(ii) of the order
is not applicable to the Company.

iii.  The company has granted any loans, to the companies, listed in the register maintained under
section 189 of the companies Act 2013;

a. According to the information and explanation given to us and based on audit procedures
conducted by us, we are of the opinion that, the terms and conditions of loan granted by the
company to the parties covered in the register maintained under section 189 of the
Companies Act 2013 are not prejudicial to the interests of the Company.

b. The receipt of interest and principal during the year is regular and there are no overdue of
interest as at balance sheet date.

c. There are no overdue amount exceeding Rs. 1,00,000/- in respect of interest and principle as
at balance sheet date.

iv.  Inour opinion and according to the information and explanations given to us, the Company has
complied with the provisions of section 185 and 186 of the Act, with respect to the loans and
investments made.

v.  The company has not accepted deposits from the public during the year and as such this clause
is not applicable.

-r .

vi.  The Company is yet to commence commercial operation, and hence maintenance of cost recprd-.
under section 148(1) of the Act, for the electricity generated by the Company, does not apply

to the Company. %/
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vil.

viil

X

X1

(a) According to the information and explanations given to us and on the basis of our
examination of the records of the company, in our opinion the Company is generally
regular in payment of undisputed statutory dues including Provident Fund, income tax,
sales tax, Customs Duty, Wealth tax and service tax Value added tax and cess as
applicable with appropriate authorities. We are informed by the company that the
provisions of Employee state insurance scheme, Investor education and protection fund,
and excise duty are not applicable.

(b) According to the information and explanations given to us, no undisputed amounts
payable in respect of provident fund, income tax, sales tax, customs duty, wealth tax,
service tax, value added tax, cess and other material statutory dues were in arrears as at
31*March 2017 for a period of more than six months from the date they became payable.

(¢) According to the information and explanations given to us, there are no material disputed
amounts payable in respect of provident fund, income tax, sales tax, wealth tax, service tax,
value added tax, cess and other statutory dues were in arrears as at 31% March 2017.

Based on the audit procedure and as per the information and explanation given by the
management, we are of the opinion that the Company has not defaulted in the repayment
of dues to financial institution or banks

The Company did not raise any money by way of initial public offer or further offer
(including debt instruments) during the year. The term loans have been applied for the
purpose for which they were obtained.

According to the information and explanations given to us, no fraud by the Company or on
the company by its officers or employees has been noticed or reported during the course of
our audit.

According to the information and explanations given to us, and based on our examination
of records of the Company, No managerial remuneration paid or provided by the Company
during the year.

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

Xiil.

Xiv.

is not a nidhi company. Accordingly, paragraph 3(xii) of the Order is not applicable.

According to the information and explanations given to us and based on our examination
of the records of the Company, transactions with the related parties are in compliance with
sections 177 and 188 of the Act where applicable and details of such transactions have been
disclosed in the financial statements as required by the applicable accounting standards.

According to the information and explanations give to us and based on our examination
of the records of the Company, the Company has not made any preferential allotment or
private placement of shares or fully or partly convertible debentures during the year.

xv. According to the information and explanations given to us and based on our examination of

the records of the Company, the company has not entered into non-cash transactions with
directors or persons connected with him. Accordingly, paragraph 3(xv) of the Order is not -

applicable. %b/
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xvi.  According to the information and explanations given to us we are of the opinion that,
the Company is not required to be registered under section 45-IA of the Reserve

Bank of India Act 1934.

PLACE: Bangalore FOR GIRISH MURTHY & KUMAR
Chartered Accountants

DATE: 24™ April 2017 l
L U " ‘QLJ\ k‘_g\- /

A V Satish Kumar

Partner.
Membership No: 26526

FRN No0.000934S

4502. High Point IV. 45. Palace Road. Bangalore - 560 001.Ph :223 81 473



GIRISH
MURTHY & KUMAR

Chartered Accountants

Annexure B to Auditors’ Report of even date

Report on the Internal Controls on Financial Reporting under clause (i) of sub-section (3)
of section 143 of the Companies Act, 2013 (“the Act”)

SJK Powergen Limited

We have audited the internal financial controls over financial reporting of SJK Powergen
Limited (“the Company”) as of 31 March 2017 in conjunction with our audit of the financial
statements of the Company for the year ended on that date.

Management’s Responsibility for Internal Financial Controls

The Company’s management is responsible for establishing and maintaining internal financial
controls based on the internal control over financial reporting criteria established by the
Company considering the essential components of internal control stated in the Guidance Note
on Audit of Internal Financial Controls over Financial Reporting issued by the Institute of
Chartered Accountants of India (‘ICAI’). These responsibilities include the design,
implementation and maintenance of adequate internal financial controls that were operating
effectively for ensuring the orderly and efficient conduct of its business, including adherence to
company’s policies, the safeguarding of its assets, the prevention and detection of frauds and
errors, the accuracy and completeness of the accounting records, and the timely preparation of
reliable financial information, as required under the Companies Act, 2013.

Auditors’ Responsibility

Our responsibility is to express an opinion on the Company's internal financial controls over
financial reporting based on our audit. We conducted our audit in accordance with the Guidance
Note on Audit of Internal Financial Controls over Financial Reporting (the “Guidance Note™)
and the Standards on Auditing, issued by ICAI and deemed to be prescribed under section
143(10) of the Companies Act, 2013, to the extent applicable to an audit of internal financial
controls, both applicable to an audit of Internal Financial Controls and, both issued by the
Institute of Chartered Accountants of India. Those Standards and the Guidance Note require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether adequate internal financial controls over financial reporting was
established and maintained and if such controls operated effectively in all material respects.

Our audit involves performing procedures to obtain audit evidence about the adequacy of the
internal financial controls system over financial reporting and their operating effectiveness. Our
audit of internal financial controls over financial reporting included obtaining an understanding
of internal financial controls over financial reporting, assessing the risk that a material weakness
exists, and testing and evaluating the design and operating effectiveness of internal control based
on the assessed risk. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to

fraud or error. ;
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion on the Company’s internal financial controls system over financial
reporting.

Meaning of Internal Financial Controls over Financial Reporting

A company's internal financial control over financial reporting is a process designed to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting
principles. A company's internal financial control over financial reporting includes those
policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2)
provide reasonable assurance that transactions are recorded as necessary to permit preparation
of financial statements in accordance with generally accepted accounting principles, and that
receipts and expenditures of the company are being made only in accordance with authorisations
of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorised acquisition, use, or disposition of the company's
assets that could have a material effect on the financial statements.

Inherent Limitations of Internal Financial Controls over Financial Reporting

Because of the inherent limitations of internal financial controls over financial reporting,
including the possibility of collusion or improper management override of controls, material
misstatements due to error or fraud may occur and not be detected. Also, projections of any
evaluation of the internal financial controls over financial reporting to future periods are subject
to the risk that the internal financial control over financial reporting may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

Opinion

In our opinion, the Company has, in all material respects, an adequate internal financial controls
system over financial reporting and such internal financial controls over financial reporting were
operating effectively as at 31 March 2017, based on the internal control over financial reporting
criteria established by the Company considering the essential components of internal control
stated in the Guidance Note on Audit of Internal Financial Controls Over Financial Reporting
issued by the Institute of Chartered Accountants of India.

PLACE: Bangalore FOR GIRISH MURTHY & KUMAR
Chartered Accountants

DATE: 24" April 2017 AL V‘Q J B\ Z’/

Satish Kumar
Partner.
Membership No: 26526
FRN No0.000934S
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SJK Powergen Limited
Balance Sheet as at 31 March 2017

(Amount in INR )

Particulars Notes gerat As at As at
31 March 2017 31 March 2016 31 March 2015
ASSETS
Non-current assets
Property, Plant and Equipment 3 153,624,967 153,962,884 155,550,467
Capital work-in-progress 1,146,107,941 1,146,107,941 1,146,107,941
Other Intangible assets 9,930 9,930 61,294
Financial Assets 4
Investments - = =
Loans 102,168 4,165,168 4,165,168
Others - -
Other non-current assets 5 58,374,945 58,374,945 58,374,945
Current assets
Financial Assets
Trade Receivables 6 = - -
Cash and cash equivalents 7 1,151,263 179,440 642,365
Loans 4 697,791,501 3,679,549,493 2,970,189,493
Others 4 36,702,955 218,608,026 -
Other current assets 5 31,936,935 32,739,855 24,960,041
Total 2,125,802,604 5,293,697,681 4,360,051,715
EQUITY AND LIABILITIES
Equity
Equity Share capital 8 4,999,840 4,999,840 4,999,840
Other Equity 9 2,549,288,916 -244,119,440 -130,100,805
LIABILITIES
Non-current liabilities
Financial Liabilities
Borrowings 10 624,900,000 1,729,200,000 -
Other financial liabilities 12 > -
Provisions 14 4,769 3.640 22.014
Other non-current liabilities 13 - -
Current liabilities
Financial Liabilities
Borrowings 10 E
Trade Pavables 11 -
Other financial liabilities 12 4.033.615,998 3.797.902.024 4.481.670.014
Provisions 14 3.553 100.935.00 97.007,00
Other current liabilities 13 11.567.359 5.610.682 3.363.645
Total 2,125,802,604 5,293,697,681 4,360,051,715
Corporate Information 1
Summary of significant accounting policies 2
The accompanying notes are an integral part of the financial statements
As per our report of even date
For and on behalf of the Board of directors
For Girish Murthy & Kumar
Chartered Accountants
AV Satish Kumar Raja Vaidyanathan S. N. Barde

Partner
Membership No.26526
Firm Registration Number: 000934S

Place: Bangalore
Date :- 24th Aprit 2017

Director

DIN-02896045

Director
DIN-03140784



SJK Powergen Limited

Statement of Profit and Loss for the period ended 31 March 2017

(Amount in INR)

For the period For the period
Particulars Notes| ended 31 March | ended 31 March
2017 2016

REVENUE
Revenue From Operations 15 - -
Other Income 16 261,955,306 285,966,866
Total Revenue 261,955,306 285,966,866
EXPENSES
Employee Benefits Expense 17 110,796 138,749
Finance Costs 19 457,630,986 393,201,174
Depreciation and amortization expense 18 337,919 1,638,950
Other Expenses 20 9,045,083 5,006,628
Total expenses 467,124,782 399,985,501
Profit before exceptional items and tax -205,169,476 -114,018,635
Exceptional Items ] -
Profit/(loss) before tax -205,169,476 -114,018,635
Tax expense:
Current Tax = -
Deferred Tax - -
Income tax expense earlier year = -
Profit/(loss) for the period -205,169,476 -114,018,635
Other Comprehensive Income
A Items that will be reclassified to profit or loss
B Items that will not be reclassified to profit or
loss
Re-measurement gains (losses) on defined benefit )
plans
Income tax effect =
Total Comprehensive Income for the period
(Comprising Profit (Loss) and Other -205,169,476 -114,018,635
Comprehensive Income for the period)
Earnings per equity share:
(1) Basic -410.35 -228.04
(2) Diluted -410.35 -228.04

The accompanying notes are an integral part of the financial statements

As per our report of even date

For Girish Murthy & Kumar

Chartered Accountants :
AV Satish Kumar

Partner

Membership No.26526
Firm Registration Number: 000934S

Place: Bangalore
Date :- 24th April 2017

For and on behalf of the Board of directors

Raja Vaidyanathan

Director
DIN-02896045
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S. N. Barde
Director
DIN-03140784
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SJIK Powergen Limited
Cash flow statement for the year ended 31st March'17

(Amount in Rupees)

Particulars

March 31, 2017

March 31, 2016

Cash flow from operating activities
Profit before tax from continuing operations
Profit before tax
Non-cash adjustment to reconcile profit before tax to net cash flows
Depreciation
Interest Income
Finance costs
Loans and interest written off
Net cash flow from/ (used in) operating activities (A)

Cash flows from investing activities

Purchase of fixed assets, including CWIP and capital advances
Increase/ (decrease) in other current liabilities

Decrease / (increase) in other current assets

Decrease / (Increase} long term loans and advances

Decrease / (increase) short term loans and advances
Increase / (decrease) in short-term provisions

Increase / (decrease) in long-term provisions

Interest received

Net cash flow from/ (used in) investing activities (B)

Cash flows from financing activities

Repayment of Short-term borrowings

Repayment of Long-term borrowings

Proceeds from short-term borrowings

Interest paid

Net cash flow from/ (used in) in financing activities (C)

Net increase/(decrease) in cash and cash equivalents (A + B + C)
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the Period

Components of cash and cash equivalents
Cash on hand
Cheques/ drafts on hand
With banks- on current account
- Current account
- Deposit account
- Margin Money Deposit
Total cash and cash equivalents

(2,305,169,476)

{114,018,635)

(2,305,169,476)

(114,018,635)

337,919 1,638,950
(261,955,306) (285,966,866)
457,633,659 393,201,174

2,104,930,992 -
L (4,222,213) (5,145,377)
(70,512,281) 14,288,393
5,102,570 (10,008,840)
- (707,130,973}
(97,382) 3,927
1,129 (18,374)
67,358,840

(65,505,964)

(635,507,028)

70,700,000

1,729,200,000

(1,001,851,539)

(87,158,981)

70,700,000 640,189,480
971,823 (462,925)
179,440 642,365
1,151,263 179,440
1,151,263 179,440
1,151,263 179,440

As per our report of even date

For Girish Murthy & Kumar -
Chartered Accountants

AV Satish Kumar
Partner : : S
Membership No.26526 RS L
Firm Registration Number: 000934S

Place: Bangalore
Date: April 24, 2017

For and on behalf of the Board of directors

Raja Vaidyanathan
Director
DIN-02896045

S. N. Barde
Director
DIN-03140784
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SJK Powergen Limited
Notes to financial statements for the year ended 31 March 2017

1.

2.

a.

Corporate Information:

SJK Powergen Limited is a Special Purpose Vehicle (SPV) acquired by GMR Generation Assets
Limited, the holding company, to develop and operate 1320 MW coal based thermal power
project in Lalpur Village, Shahdol District, Madhya Pradesh state. The Company is in the
process of setting up of the project.

Summary of Significant Accounting Policies

Basis of Preparation:
The financial statements of the Company have been prepared in accordance with Indian

Accounting Standards (Ind AS) notified under the Companies (Indian Accounting Standards)
Rules, 2015.

For all periods up to and including the year ended 31 March 2016, the Company prepared its
financial statements in accordance with the accounting standards notified under the section
133 of the Companies Act 2013, read together with paragraph 7 of the Companies (Accounts)
Rules, 2014 (Indian GAAP). These financial statements for the year ended 31 March 2017 are
the first the Company has prepared in accordance with Ind AS. Refer note no 40 for information
on how the Company adopted Ind AS.

The stand-alone financial statements have been prepared on a historical cost basis, except for
certain financial assets and liabilities measured at fair value (refer accounting policy regarding
financial instruments) which have been measured at fair value.

The stand-alone financial statements are presented in INR and all values are rounded to the
nearest Rupee (INR 0.00), except when otherwise indicated.

Current versus non-current classification

The Company presents assets and liabilities in the balance sheet based on current/ non-current
classification. An asset is treated as current when it is:

a) Expected to be realised or intended to be sold or consumed in normal operating cycle

b) Held primarily for the purpose of trading

c) Expected to be realised within twelve months after the reporting period, or

X




SJK Powergen Limited
Notes to financial statements for the year ended 31* March 2017

d) Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for
at least twelve months after the reporting period
All other assets are classified as non-current.

A liability is current when:

a) It is expected to be settled in normal operating cycle

b) It is held primarily for the purpose of trading

c) Itis due to be settled within twelve months after the reporting period, or

d) There is no unconditional right to defer the settlement of the liability for at least twelve
months after the reporting period

All other liabilities as non-current.

Deferred tax assets and liabilities are classified as non-current assets and liabilities.

The operating cycle is the time between the acquisition of assets for processing and their
realisation in cash and cash equivalents. The Company has identified twelve months as its
operating cycle.

Property, plant and equipment

On transition to Ind AS, the company has elected to continue with the carrying value of all of its
property, plant and equipment as at 31 March 2015, measured as per the previous GAAP and
use that carrying value as the deemed cost of the property, plant and equipment as on 1 April
2015.

Property plant and equipment are stated at acquisition cost less accumulated depreciation and
cumulative impairment. Such cost includes the cost of replacing part of the plant and equipment
and borrowing costs for long-term construction projects if the recognition criteria are met.

Recognition:

The cost of an item of property, plant and equipment shall be recognised as an asset if, and only
if:

(a) it is probable that future economic benefits associated with the item will flow to the entity;
and

(b) the cost of the item can be measured reliably.

When significant parts of plant and equipment are required to be replaced at intervals,
Company depreciates them separately based on their specific useful lives. Likewise, when a
major inspection is performed, its cost is recognised in the carrying amount of the plant and
equipment as a replacement if the recognition criteria are satisfied. All other repair and
maintenance costs are recognised in profit or loss as incurred.

Gains or losses arising from de—recognition of tangible assets are measured as the difference
between the net disposable proceeds and the carrying amount of the asset and are recognized
in the Statement of Profit and Loss when the asset is derecognized.
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