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KHOPOLI INVESTMENTS LIMITED
COMMENTARY OF THE DIRECTORS
FOR THE YEAR ENDED 31 MARCH 2011 3.

RESULTS

The results for the year are shown in the statement of comprehensive income and related notes,

DIRECTORS

The present membership of the Board is set out on page 2.

DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE FINANCIAL STATEMENTS

Company law requires the directors to prepare financial statements for each financial year, which present fairly
the financial position, financial performance and the cash flow of the Company. The directors are also
responsible for keeping accounting records which:

s correctly record and explain the transactions of the Company;

» disclose with reasonable accuracy at any time the financial position of the Company; and

» would enable them to ensure that the financial statements comply with the Companies Act 2001.

The directers confirm that they have complied with the above requirements in preparing the financial
statements,

AUDITORS

The auditors, KEMP CHATTERIS DELOITTE, have indicated their willingness te continue in office.



CERTIFICATE FROM THE SECRETARY UNDER SECTION 166 {d) OF THE COMPANIES ACT 2001

We certify to the best of our knowledge and belief that we have filed with the Registrar of Companies all such
returns as are required for Khopoli Investments Limited under the Companies Act 2001 during the financial
year ended 31 March 2011.

7.

for Intergdtional Financial Services Limited
Secretary

Registered office:

IFS Court
TwentyEight
Cybercity
Ebene
Mauritius

Date: 13 May 2011
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Mluriﬂys
Independent auditor's reportto the gharaholdérs of , .
Khopoll mvestments Limited ' - -5

Thia report ia made solely o the company's sharehokiers, as & body, in accordanca with section 205 of the Mauritius Companies
Act 3001, Our audit work hes been undartaken so that we might state o the comparny's sharehokiers those matters we are

required to state to them in an auditor's report and for ne other purpose. To the fullest extent permitted by lgw, we do not accapt or
asaume reaponsibility ta anyona other than the company and the company’s sharshoiders as & body, for our audit work, for this
report, or for the opinions we have formed. ’

Report on the Financla? Statements

We have audited the financisl statements of Khopo! investmonts Limited on pages & to 23 which comprise the statement of
financia! position as at 31 March 2011 and the statement of comprehensive Income, statement of changes in equity and statement
of cash flows for the year then endad and a summary of significant acoounting poficies and other explenatory Information.

Diractors’ responsibiities for the financial slelements

The directors are responsible for the preparation and falr presentation of thése financial stataments in accordance with international.

Financial Reporting Standards and in complisnce with the requirements of the Mauritius Companies Act 2001 int 5o far applicable
. to Catagory 1 Globs! Business Licanca companies. They are also responsible for such intemal cantrol as they detemine is

necassary to enable the preparation of finaniisl statemants that are free from matardal riasiatemant, whather due to fraud or ervor.

Audifors responsibility

Qur rasponaibiity is to express an opinion an thess financial statements based on our audit. We conducted our audit in accordanca
wilh international Standards on Auditing. Those atandards require that we comply with ethical requirements and pian and perform
the audif to obtain reaagnable assurance whether the financial statements are fres from material misstatement.

to the entity's prepatation and fair presentation of the financial statements i ordar to design audit procedures that are appropriate in
the ciroumsiances, but not for the purpose of expresging an opinion o the affectiveness of the entity's Intemal control. An auxiit also
includes evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropiiate to provide a basis for our audit opinfon.

Opinion

I our opinion, the Fnencial staisments on pages 6 to 23 give a trus and fair view of the financial position of Khopoll Investments
Limited as at 31 March 2011 and of its financial performance and cash flows for the year then ended In accordance with

International Financial Reporting Standards and comply with the requirements of the Mauritius Companies Act 2001 in so far as
applicable to Category 1 Gichal Business Licanca companies. ) :

Emphasis of matter - going concem

Without qualifying cur opinion, we draw atfention fo nete 17 in the financial siatements which indicates that, at 31 March 2011, the
company had a shareholder's deficit of US02,483,629 and net current fiabilites of USDS5,098,922. These conditions, along with the
maitars as set out in note 17 indicate tha existence of a material uncertainty which may cast significant doubt about tha company's
abilty to continue as & going concern. The financial statements have beent prepared on a going concerm basis, the validity of which
depands upon continued avallebility of debt facilifies and funds being made avaifable by the main sharsholder. The financlal
statements do not Include any adjustments that would result frem non availability of finance.

Report on other legal raquiremants
In gtcordance with the requirements of the Mauritius Gompanies Act 2601, we report as follows:
¢ we have no relationship with, or inferests in, the company other than in cur capacity as auditors;

o we have obtained all information and explanations that we have required; and
»  inour opinion, proper aczounting records have been kept by the company as far as appears from our examination of those

records.

Chartered Accountants :

3 MAY 26¢




KHOPOLI INVESTMENTS LIMITED

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 MARCH 2011

INCOME

Bank interest income
Interest income on loans and receivables

OPERATING EXPENSES
Licence fees
Administration expenses
Director fees

Secretarial fees

Audit fees

Disbursements

Bank charges

Foreign exchange loss
Professional and legal fees
Guarantee commission
Interest on loan

Loan amortization
Service fee

Tatal expenditure

LOSS BEFORE TAXATION

Taxation

LOSS FOR THE YEAR AND TOTAL
COMPREHENSIVE LOSS FOR THE YEAR

The notes on pages 10 to 23 form an mtegral parto
The audit report is on page 5. '

2611 2010
Notes usp Usp
- 22,206
14(a) 7,090,789 8,854,926
7,090,789 8,877,132
1,750 1,750
29,792 32,144
2,500 2,500
1,500 1,500
15,525 17,175
1,470 1,453
1,807 2,506
- 18
35,984 2,555,323
13 226,066 219,440
8/11 1,811,977 3,354,948
o 6,418,863 5,147 A58
- 23,987
§,547,234 11,360,202
(1,456,445) (2,483,070}
12 1,795 {4,933)
(1,454,650) (2,488,003}
f these financial statements.



KHOPOLI INVESTMENTS LIMITED
STATEMENT OF FINANCIAL POSITION AT 31 MARCH 2011

~1

2011 2010
Notes usD usD
ASSETS
Non current assefs
Loan to related party 5 368,604,269 369,757,754
Current assets
Other receivables and prepayments 6 261,112 291,393
Cash at bank 190,380 172,232
451,492 463,625
Total assets 369,055,761 370,221,379
EQUITY AND LIABILITIES
Capital and reserves
Stated capital 7 7,350 7,350
Accumulated losses (2,490,979) {1.,036,329)
Shareholders” deficit (2,483,629) {1,028,979)
Non current liabilities
Shareholdet’s loan 8 30,000,000 30,000,000
Loans o 335,988,976 265,330,077
365,988,976 205,330,077
Current liabilities
Payables ] 10 1,050,414 1,420,281
Loans 9 - 70,000,000
Loan from related party 11 4,500,000 4 500,000
5,550,414 75,920,281
Total equity and liabilities 369,055,761 370,221,379

Approved by the Board of Directors and authorised for issue on 13 May 2011

C)’ﬂ—‘—““'—-

Director ~

Director

The notes on pages 10 to 23 form an infegral part of these financial statements.
The audit report is on page 5. '



KHOPOLI INVESTMENTS LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2011

At1 April 2009

Total comprehensive loss for the year
At 31 March 2010

Total comprehensive loss for the year

AE31 March 2011

Accumulated
Stated capital losses Total
UsD UsD UsD
7,350 1,451,674 1,459,024
- {2,488,003) {2,488,003)
7,350 (1,036,329) (1,028,979)
- {1,454,650) {1,454,650)
7,350 (2,490,979) (2,483,629

The notes on pages 10 to 23 form an integral part of these financial statements.

The audit report is on page 5.



KHOPOLI INVESTMENTS LIMITED
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 MARCH 2011 9,
2011 2010
UsD Ush
Cash flows from operating activities
Loss before tax (1,456,445) (2,483,070)
Adjustments for:
Bank interest income - {22,206)
Interest income (7,090,789} (8.854,926)
Interest on loan 1,511,977 3,354,948
Loan amortisation 6,418,863 5,147,458
Transaction costs wriiten off - 508,000
Increase in prepayments - (500}
Decrease in other payables {3.450) {223,476)
Net cash used in operating activities (319,844) (2,573,772)
Tax refunded/ (paid) 1,795 (4,933)
Net cash used in operating activities {318,049) {2,578,705)
Cash flows from investing activities
Bank irtterest received - 22,206
Interest received 7,121,070 11,257,753
Loan repayment received 1,153,485 242,246
Loan to related company - (30,000,000}
Net cash generated from/{used in) investing activities 8,274,555 (18,477,795)
Cash flows from financing activities
Interest paid {6,321,150) {10,107,261)
Loan proceeds received - 30,000,000
Payment for debt issue costs (1,617,208} -
Net cash (used in)/generated from financing activifies {7,938,358) 19,892,739
Net increase /(decrease) in cash and cash equivalents 18,148 (1,163,761}
Cash and cash equivalents at beginning of the year 172,252 1,335,993
Cash and cash equivalents at end of year 190,380 172,232

The notes on pages 10 to 23 form an integral part of these financial statements.

The audit report is on page 5.




KHOPOLI INVESTMENTS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2011 10.

(@)

(b)

e}

()

BACKGROUND INFORMATION

Khopoli Investments Limited (“Company”) was incorporated in Mauritius under the Companies Act
2001 on 8 May 2007 as a private company with liability limited by shares and has its registered office at
IFS Court, TwentyEight, Cybercity, Ebene, Mauritius. It holds a Category 1 Global Business Licence
issued by the Financial Services Commission.

The principal activity of the Company is to facilifate the investment activity of The Tata Power Company
Limited in principally Cayman Islands, Indonesia and other countries and to provide loan to Bhira
Investments Limited.

ACCOUNTING POLICIES

The financial statements of the Company have been prepared in accordance with International Financial
Reporting Standards ("IFRS"). The preparation of financial statements i accordance with IFRS requires
the directors to make estimates and assumptions that affect the reported amounts and disclosures in the
financial statements. Actual results could differ from those estimates. A summary of the more important
accounting poticies, which have been applied consistently, is set out below:-

Basis of preparation

The financial statements are prepared under the historical cost convention.

Fareign currency translation

Functional and presentation currency

Items included in the financial statements of the Company are measured using the currency of the
primary economic environment of the Company (the #fynctional currency”). The financial statements of

the Company are presented in United States Dollars (“USD"), which is the Company's functional
currency and presentation currency.

Transactions and balances

Transactions denominated in foreign currencies are translated in USD at the rate of exchange ruling at
the dates of the transactions. Monefary assets and liabilities are translated at the rate of exchange ruling
at reporting date. Exchange differences arising on translation and realised gains and losses on disposals
or settlement of monetary assets and liabilities are recognised in the statement of comprehensive income.

Cash and cash equivalents
Cash comprises of cash at bank. Cash equivalents are short term, highly liquid investments that are
readily convertible to known amounis of cash and which are subject o an insignificant risk of change in

value and are held for the purpose of meeting short term cash commitments rather than investment or
other purpose.

Financial instruments

Financial instruments are recognised on the statement of financial position when the Company has
become party to the coniractual provisions of the financial instruments as follows:



KHOPOLI INVESTMENTS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONT'D)

FOR THE YEAR ENDED 31 MARCH 2011 | 11
2 ACCOUNTING POLICIES (CONTINUED}
{d) Financial instruments (Continued)

(i) Financigl Assets

(1)

Financial assets are classified into the following sperified categories: financial assets ‘at fair value
through profit or loss’ (FVTPL), ‘held-to-maturity’ instruments, ‘available-for-sale’ (AFS) financial
assets and ‘loans and receivables’. The classification depends on the nature and purpose of the
financia® assets and is determined at the time of initfal recognition.

Loans and receivables

Trade receivables, loans and other receivables that have fixed or determinable payments that are not
quoted in an active market are classified as ‘loans and receivables’. Loans and receivables are
measured at amortised cost using the effective interest method less any impairment. interest income
is recognised by applying the effective inferest rate, except for short-ferm receivables when the
recognition of inferest would be immaterial.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial asset and of
allocating interest income over the relevant period. The effective inferest rate is the rate that exactly
discounts estimated future cash receipts (including all fees on points paid or received that form an
integral part of the effective interest rate, transaction costs and other premiums or discounts) throu gh
the expected life of the financial asset, or, where appropriate, a shorter period.

Financigl liabilities and equity instruments issued by the Company

(&) Classification as debt or equify

Debt and equity instruments are classified as either financial liabilities or as equity in
accordance with the substance of the contractual arrangement.

(b) Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity
after deducting all of its Habilities. Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.

{c) Financjal liabilities

Financial liabilities are classified as eifher financial liabilities ‘at FVIPL' or ‘other financial
Habilities’.

{d) Other financial fabilitics

Other financial liabilities, including borrowings, are initially measured at fair value, net of
transaction costs, TransacHon costs are defined as incremental costs that are directly
attributable fo the acquisition, issue or disposal of a financial asset or a financial lability. An
incremental cost is one that would not have been incurred if the Company had not acquired,
issued or disposed of the financial instrument.

Other financial labilities are subsequently measured at amortised cost using the effective
interest method, with interest expense recognised on an effective yield basis.



KHOPOLI INVESTMENTS LIMITED
NOTES TO THE FINANCIAL STATEMENTS {CONT'D)
FOR THE YEAR ENDED 31 MARCH 2011 12,

2,

{d)

ACCOUNTING POLICIES (CONTINUED)
Financial instraments (Continued)

(i) Financial liabitities and equity instruments issued by the Company (Continued)

(d) Other financial liabilifies (Continued)

The effective inferest method is a method of calculating the amortised cost of a financial
liability and of allocating interest expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash payments through the expected life of the
financial liability, or, where appropriate, a shorter period.

(&) Derecognition of financia] liabilities

The Company derecognises financial Labilities when, and only when, the Company’s
obligations are discharged, cancelled or they expire.

Impairment of financial assets

Tinancial assets, other than those at FVTPL, are assessed for indicators of impairment at each reporting
date. Financial assets are impaired where there is objective evidence that, as a result of one or more events
that cccurred after the initial recognition of the financial asset, the estimated future cash flows of the
investment have been impacted. :

For unlisted shares classified as AFS, a significant or prolonged decline in the fair value of the security
belaw its cost is considered to be objective evidence of impairment.

For all other financial assets, objective evidence of impairment could include:

» significant financial difficulty of the issuer or counterparty; or
» default or delinguency in interest or principal payments; or

~ « itbecoming probable that the borrewer will enter bankruptcy or financial re-organisation.

For certain categories of financial asset, such as trade receivables, assets that are assessed not to be
impaired individually are subsequently assessed for impairment on a collective basis. Objective evidence
of impairment for a portfolio of receivables could include the Company’s past experience of collecting
payments, an increase in the number of delayed payments in the portfclio, as well as observable changes
in national or local economic conditions that correlate with default on receivables.

For financial assets carried at amortsed cost, the amount of the impairment is the difference between the
asset’s carrying amount and the present value of estimated future cash flows, discounted at the original
effective Interest rate,

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial
assets with the exception of trade receivables, where the carrying amount is reduced through the use of
an allowance account. When a trade receivable is considered uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts previously written off are credited against the
allowance account. Changes in the carrying amount of the allowance account are recognised in profit or

Iogs, .



KHOPOLIINVESTMENTS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONT'D)
FOR THE YEAR ENDED 31 MARCH 2011 13.

&

(b}

il

G

ACCOUNTING POLICIES (CONTINUED)
Impairment of financial assets (Continued)

With the exception of AFS equity instrumends, if, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an event occurring after the impairment was
recognized, the previously recognized impairment loss is reversed through profit or loss to the extent that the
carrying amount of the investment at the date the impairment is reversed does not exceed what the

amortised cost would have been had the impairment not been derecognised.
Related parties

Related parties are individuals and companies where the individual or company has the ability, directly or
indirectly, to control the other party or exercise significant influence over the other party in making financial
and operating decisions.

Revenue recognition

Interest revenue is recognised when it is probable that the economic benefits will flow to the Company and
the amount of revenue can be measured refiably. Interest revenue is accrued on a time basis, by reference to
the principal ouistanding and at the effective interest rate applicable, which is the rate that exactly discounts
estimated future cash receipts through the expected life of the financial asset to that asset's met carrying
amount on initial recognition.

Expense recognition
All expenses are accounted for in the statement of comprehensive income on the accruals basis.

Taxation

Income tax on the profit or loss for the period comprises of current and deferred tax. Current tax is the
expacted tax payable on the taxable income for the year, using tax rates enacted at the reporting date, and
any adjustment to tax payable in respect of previous years.

Deferred tax is provided using the Hability method, providing for temporary differences between the
carrying amounis of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. The amount of deferred tax provided is based on the expected manner of realisation or settlement
of the carrying amount of assets and Habilities, using tax rates enacted at the reporting date. A deferred tax
asset is recognized oniy to the extent thet it is probable that future taxable profits will be available
against which the asset can be utilised. Deferred tax assets are reduced to the extent that it is no longer
probable that the related tax benefit will be realised.

Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a
past event, it is probable that the Company will be required to settle the obligation, and a reliable estimate can
be made of the amount of the cbligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the reporting date, taking into account the risks and uncertainties surrounding the obligation.



KHOPOLI INVESTMENTS LIMITED
NOTES TO THE FINANCIAL STATEMENTS {CONTD)
FOR THE YEAR ENDED 31 MARCH 2011 14.

3.

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (IFRS)

In the current year, the Company has applied all of the new and revised Standards and Interpretations
issued by the International Accounting Standards Board ("IAS “} and the International Financial
Reporting Interpretations Committee (“JFRIC”) of the IASB that are relevant to iis operations and
effective for accounting periods beginning on 1 Aprii 2010.

3.2 New and revised IFRSs applied with no material effect on financial statements

The following new and revised Standards and Interpretations have been applied in these
financial statements. Their application has not had any material impact on the amounts reported
for the current and prior years but may affect the accounting for future transactions or

arrangements.

IAS1 Presentation of Financial Statements ~ Amendments resulting from April 2009 Annual
Improvements to IFRSs

IAS7 Statement of Cash Flows - Amendments resulting from April 2009 Annual
Improvements to [FRSs

IAST7 Leases - Amendments resulting from April 2009 Annual Improvements to IFRSs

1A527 Consolidated and Separate Financial Statements - Consequential amendments arising
from amendments to IFRS 3

IAS28 Investments in Associate - Consequential amendments arising from amendments to
TFRS 3

IAS31 Interests in Joint Ventures - Consequential amendments arising from amendments to
FRS 3

IAS32 Financial Instruments: Presentation - Amendments relating to classification of rights
issues

IAS36 Impairment of Assets -~ Amendments resulting from April 2002 Annual Improvements
to IFRSs

1AS38 Intangible Assets - Amendments resulting from April 2009 Annual Improvements to
IFRS :

IAS39 Financial Instruments: Recognition and Measurement - Amendments for eligible
hedged items

IAS39 Financial Instruments: Recognition: and Measurement - Amendments resulting from
April 2009 Annual Improvements to IFRSs

IFRS1 First-time Adoption of International Financial Reporting Standards - Revised and
restructured

IFRS1 First-time Adoption of Internationa! Financial Reporting Standards - Amendments
relating to oil and gas assets and determining whether an arrangement contains a
lease.

[FRS2 Share-based Payment - Amendments resulting from April 2009 Annual Improvements
to IFRSs.

IFRS? Share-based Payment - Amendments relating to group cash-settled share-based
payment transactions.

IFRS3 Business Combinations - Comprehensive revision on applying the acquisition method

IFRS5 Non-current Assets Held for Sale and Discontinued Operations - Amendments
resulting from May 2008 Annual Improvements to IFRSs

IFRS5 Non-current Assets Held for Sale and Discontinued Operations - Amendments

resulting from April 2009 Annual Improvements to [FRSs

IFRS8 Operating segments - Amendments resulting from April 2009 Annual Improvements
to IFRSs

IFRIC 9 Reassessment of embedded derivatives - Amendments resulting from Apzil 2009

Annual Improvements to IFRSs :

IFRIC 16 Hedges of a Net Investments in a Foreign Operation
IFRIC 17 Distributions of Non-cash Assets to Owners |
IFRIC 18 Transfers of Assets from Customers



KHOPOLI INVESTMENTS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONT'D)
FOR THE YEAR ENDED 31 MARCH 2011 15.

3. ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (IFRS) ({CONTINUED)

3.2 New and revised IFRSs in issue but not yet effective
At the date of the authorisation of these financial statements, the following Standards and
Interpretation were in issue but effective for annual periods beginming on or after the respective
date as indicated:

[AS1  Presentation of Financial Statements - Amendments resulting from May 2010 Annual
Improvements to IFSRSs (effective 1 January 2011)

IAS12 Income Taxes - Limited scope amendment (recovery of underlying assets} (effective 1
January 2012)

IAS24 Related Party Disclosures -~ Revised definition of related parties {effective 1 January
2011)

IAS27 Consolidated and Separate Financial Statements - Amendments resulting from May

© 2010 Annual Improvements to IFRSs {effective 1 July 2010)

1AS34 Interim Financial Reporting - Amendments resulting from May 2010 Annual
Improvements to IFRSs (effective 1 January 2011)

IFRS1 First-time Adoption of International Financial Reporting Standards - Limited
Exemption from Comparative IFRS 7 Disclosures for First-time Adopters (effective 1
July 2010)

IFRS1 First-time Adoption of International Financial Reporting Standards - Amendments
resulting from May 2010 Annual Improvements to IFRSs (effective 1 January 2017)

TFRS1 First-time Adoption of International Financial Reporting Standards ~ Replacement of
‘fixed dates” for certain exceptions with ‘the date of fransition to [FRSs’ (effective 1 July
2011)

IFRS1 First-time Adoption of International Financial Reporting Standards - Additional
exemption for entities ceasing to suffer from severe hyperinflation (effective 1 July
2011)

IFRS3 Business Combinations - Amendments resulting from May 2010 Annual
Improvements to IFRSs {effective 1 July 2010)

IFRS7 Pinancial Instruments: Disclosures - Amendments resulting from May 2010 Annual
Improvements to IFRSs (effective 1 January 2011)

IFRS7 VFinancial instruments: Disclosures - Amendments enhancmg disclosures about
transfers of financial assets (effective 1 July 2011)

[FRS 9 Financial Instruments: Classification and Measurement (effective 1 January 2013)

IFRIC 13 Customer Loyalty Programmes - Amendments resuliing from May 2010 Amnual
improvements to IFRSs {effective 1 January 2011)

[ERIC 14 IAS 19 ~ The Limit on a Defined Benefit Asset, Minimum Funding Requirements and
their Inferaction — November 2009 amendment with respect to voluntary prepaid
contributions (affective 1 January 2011)

TFRIC 19 Extinguishing Financial Liabilities with Equity Instruments {effective 1 July 2010)

The directors anticipate that these standards and inferpretations will be applied in the financial
stafements on the above effective dates in future periods. The directors have not yet had an
opportunity te consider the potential impact of the application of those amendments.

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Critical accounting judgements in applying the Company's accounting policies

In the process of applying the Company’s accounting policies, which are described in Note 2, the
directors have made the following judgements that have the most significant effect on the amounts
recognized in the management accousts.

Determination of functional currency

The determination of the functional currency of the Company is critical since recording of transactions
and exchange differences arising thereon are dependent on the functional currency selected. As
described in note 2, the directors have considered those factors therein and have determined that the
functional currency of the Company is the United States Dollar.



KHOPOLI INVESTMENTS LIMITED _
NOTES TO THE FINANCIAL STATEMENTS {CONT'D)

FOR THE YEAR ENDED 31 MARCH 2011 : 6.
5. LOAN TO RELATED PARTY
2011 2010
usp usD
Opening balance 369,757,754 340,000,000
Loan granted - 30,000,000
Repayment of loan (1,153,485) (242,246)
Closing balance 368,004,269 369,757,754

The loan to related party, Bhira Investments Limited, is unsecured, repayable on 31 December 2021 and
carries interest at the rate of LIBOR plus margin as agreed between the parties on the basis of 360 daysa -
year. The effective rate of miterest ranges from 1.35766% to 5.9943% per annum.

Following a Subordination Agreement dated 23 April 2008 and letter dated 7 January 2009, the loan is
subordinated to the original lenders and accordingly payment and receipt of any amount between the
Company and Bhira Investments Limited is not permitted without prior written consent from the
lenders, other than a permitted payment, until the end of the subordination period. A permitted
payment is a payment from Bhira Investments Limited to the Company from monies standing to the
credit of its distribution and operating accounts in accordance with the agreement. The subordination
period, which started in April 2008, will last up to May 2014

6. OTHER RECEIVABLES AND PREPAYMENTS
2011 2010
UsD usD
Prepaid expenses 1,875 1,875
Other receivables 259,237 289,518
261,112 291,393

Other receivables represent interest income due from Bhira Investments Limited and payment of inferest
income is made as and when required.

7. STATED CAPITAL

201 2010
uspD Usp

7,350 Ordinary shares of USDT each 7,350 7,350

Fully paid ordinary shares carry one vote per share and carry the right to dividends.
8. SHAREHOLDER'S LOAN

The loan of USD30,000,000 is unsecured, repayable on 31 December 2021 and carries interest at the rate
of LIBOR plus margin as agreed between the parties on the basis of 360 days a year. The effective rate of
interest ranges from 3.1944% to 3.2125% per annum.

Following a Subordination Agreement dated 30 September 2009, the shareholder’s loan was subordinated
to the short term bank loan of USD70 million (note 9) and accordingly payment and receipt of any amount
between the Company and the shareholder was not permitied until the end of the subordination period
except for permitted payments. . .
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8, SHAREHOLDER'S LOAN (CONTINUED)
The Company also entered into a Subordination Agreement dated 16 July 2010 pursuant to which the
Company would not make any payment to its shareholder other than a permitted payment until the end of
the subordination period. Permitted payments inchade, among others;

(D payments up to a maximum of USD30M in partial or full repayment or prepayment of the loan

provided by the shareholder;
(1) any guarantee commissions or fees, up 0 a maximum aggregate amount of USD2M in any
financtal year.
9. LOANS
(2 Short term loan

The short term bank loan of USD70 million carried interest at the rate of LIBOR plus 3% and was
refinanced by the bank as a long term loan of USD70 million (as per note 9(ii)(b) below) during the
year under review. The effective interest rate of the short term loan was 3.38563% per annum.

{ii} Long term loans
2011 2010
uUsD usD
(a) Long term loan of USD270 millian 266,516,398 265,330,077
{b) Long term loan of USD70 miltion 69,472,578 -

335,088,976 265,330,077

{a) Long term loan of USD270 million

The long term bank loan of USD270 million is unsecured, repayable after 84 months of the
Utilisation date of 28 April 2008 and carries interest at the rate of LIBOR plus 0.90%. The loan is
recognized at amortised cost,

2011 2010

usp usp
Opening balance 265,330,077 266,186,716
Loan amortisation 4,847,306 5,147 458
Loan interest paid {3,660,985) (6,004,097)
Closing balance 266,616,398 265,330,077

The effective interest rate of the long ferm loan is 1.36078%.
(b) Long term loan of USD70 million

During the year under review, the Company availed of a long term bank loan of USD70 million,
repayable within 36 months and carries interest at the rate of LIBOR plus 2.2%. The effective
interest rate of the long term loan was 2.6608% per annum.

2011 2010

usD usp
Opening balance - -
Loan received 70,000,000 -
Transacton costs {1,617,208) -
Loan amortisation ' 1,571,557 -
Loan inferest paid (481,771) -
Closing balance 69,472,578 -

The holding company has acted as guarantor to the short term bank loan of USD70M and long
term bank loans of USD70M and 270M respectively contracted by the Company (Note 13),
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10. PAYABLES
2011 2010
Usp UsD
Interest on short term loans (Note 9 (i), 11} 286,301 640,250 A
Interest on long term loans (Note 8) 240,938 253,406
Audit fees 5,175 8,625
Other payables 518,000 518,000
1,050,414 1,420,281

11.

12

13.

Payments of the interest on loans are made as and when required. The Company has financial risk
management policies in place to ensure that all payables are paid within agreed timeframe.

LOAN FROM RELATED PARTY

The loan of USD4.5 million from Bhivpuri Investments Limited, a related party, is unsecured, repayable
on demand and carries interest at the rate of LIBOR plus margin as agreed between the parties
calculated on the basis of 360 days a year. The effective rate of interest ranges from 1.4563% fo 1.4934%
Per anmun.

TAXATION

The Company is liable to income tax on its chargeable income at the rate of 15%. The Company is
however entitled to a tax credit equivalent to the higher of actual tax suffered or 80% of Mauritian tax
payable in respect of its qualifying income, thus reducing its maximum effective tax rate payable to 3%.
Capital gains from disposal of the Company’s investment are exempt from tax in Mauritius.

No provision for income tax has been made in the financial statements as the Company has accumulated
tax losses of US$578,351. No deferred tax asset has been recognised as it is not probable that the
Company will have sufficient future taxable profits against the unused tax losses could be utilised.

2011 2010

UsD usb
Loss before taxation (1,456,445) {2,483,070)
Tax at the applicable rate of 15% (218,467} (372,461}
Under-provision for the year ended 31 March 2000 - 3,138
Tax {refunded} / paid in respect of previous year {1,795) 1,795

{220,262) (367,528)

Tax effect of :
- Exempt income - (1,080)
- Other deductible expenses (743,447} (878,015)
- Non allowable expenses 968,227 808,633
- Tax Iosses (utilised)/not yet utilised {6,313) 442,023
- Tax (credit)/ expense (1,795} 4,933
Income tax (credit)/expense {1,795) 4,933
Refund of excess tax paid during the year ended 31 March 2010 1,795 -
Paid during the period - (4,933)

Tax payable - -

During the year under review, the Company received a refund of tax of USD 1,795 from the MRA in
respect of tax paid in excess during the year ended 31 March 2010 under the Advance Payment System.

GUARANTEE COMMISSION

Guarantee commission represent arms’ length fees payable to the holding company for acting as guarantor to
the short term bank loan of USD70M and long term bank loans of USD70M and USD270M respectively
contracted by the Company (Note 9). ' ' '
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14. RELATED PARTY TRANSACTIONS

During the year ended 31 March 2012, the Company transacted with related parfes. Details of the nature.
volume of transactions and the balances with the related parties are as follows:

2011 2010
usD ush
(a) Transactions
Amount tncurved o International Financial Services Eimifed
Director fees 2,500 2,500
Secretarial fees 1,500 1,500
Administration fees and disbursements 31,262 33,597

The above services from International Financial Services Limited are provided on commercial terms and

conditions.
2011 2010
uspD UsD
The Tata Power Company Limited
Interest expense 974,372 1,196,502
Interest paid - 2417 610
Guarantee commission 226,066 219,440
Service fee - 28,987
Bhira Investments Limited
' Interest income 7,090,789 8,854,526
TLoan granted - 30,000,000
Loan repayment received 1,153,485 242,246
Interest received 7121,070 11,257,753
Bhivpuri Investments Linmited
Interest expense 67,374 . 68,8563
(B) Balances 2011 2010
usDh usp
Amount due fo related party
Short term loan 4,500,000 4,500,000
Interest accrued on short term loan 286,301 218,927
Expenses paid on behalf of the Company 508,000 508,000
Amount due to shareholder
Long term loan 30,060,000 30,000,000
Interest accrued on long term loan 240,938 253,406
Amount due from related party
Long term loan 368,604,269 369,757,754
Interest income recejvable on long term loan 239,237 289,518

Compensation to key management personnel
Except for director fees above, no other compensation has been paid to key management personnel during
the year ended 31 March 2011 (31 March 2010: USDNIL).
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FINANCIAL INSTRUMENTS AND ASSOCIATED RISKS
Capital visk managerent

The Company manages its capital to ensure that the Company will be able to confinue as a going concern
while maximising the return to shareholder through the optimisation of the debt and equity balance.

The capital structure of the Company consists of net debt, which includes Ioans (offset by cash and cash
equivalents) and equity comprising stated capital and accumulated losses.

Gearing ratio
The gearing ratic at the period end was as follows:

2011 2010

usp UsD
Deabt (1) 370,488,976 365,830,077
Cash and cash equivalents (190,380) {172,232)
Net debt 370,298,596 369,657,845
Equity 7,350 7,350
Reserves {2,490,979) (1,036,329

(2,483,629) (1,028,979)

Net debt to equity ratio (14,910%) (35,925%)

D Debt is defined as Iong and short term borrowings.
Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition,
the basis of measurement and the basis on which income and expenses are recognized, in respect of each
class of financial assets, financial liabilities and equity instruments are disclosed in Note 2 to the financial
statements.

Categories of financial instruments

2011 2010
Financial assets usp UsD
Loans and receivables (including cash at bank) 369,053,886 370,219,504
Financial Habilities
Amortised cost 371,539,390 371,250,358

In its ordinary operations, the Company’s investment activities expose it to the various types of risks,
which are associated with the financial instruments and markets in which it transacts. The following is a
summary of the main risks:

20,
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15.  FINANCIAL INSTRUMENTS AND ASSCCIATED RISKS (CONTINUED)

Financial risk management

(i}

(i)

Currency risk

The Company’s assets and liabiliies are denominated in United States Dollar and consequently, the
Company is not exposed to the risk that the exchange rate of the USD changes relative to any other

currency.
Interest rate risk

Interest rate rigk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates.

The Company’s financial assets and labilities and loans are interest-bearing. As such, the Company is
subject to significant risk due to fluctuations in the prevailing levels of the market interest rates.

Interest on loan to/from related parties may fluctuate in amount, in particular due to changes in the
LIBOR Rate,

The impact of a 5% fluctuation in the interest rates on various loans taken by the Company would be as
follows:

2011 2010
5% increase 5% increase
UsD usp
LISD denoninated
Interest on loan {90,599 (167,747)
Effect on profit before tax {90,599 (167,747)

" The impact of a 5% fluctuation in the interest rates on various loans given by the Company would be as

follows:
2011 2010
5% increase 5% increage
usD UsD
USD denorninated
Interest on loan 354,539 442 746
Effecton profit before tax 354,539 442 746

(#if) Credit risk

The Company takes on exposure to credit risk, which is the risk that a counterparty will default on ifs
contractual obligations resuiting in firancial loss to the Company.

Financial assets that potentially expose the Company to credit risk consist principally of loans and interest
receivable from related party. .
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15.

FINANCIAL INSTRUMENTS AND ASSOCIATED RISKS (CONTINUED)
{fii} Credit risk (continued)

With respect to credit risk arising from financial assets which compzise of other receivable, the Company's
exposure to credit risk arises from the default of the counterparty, with 2 maximum exposure equal to the
carrying amount of the {inancial assets.

Carrying Amount 2011 2010
uUusp Usp
Loan to related party 368,604,269 369,757,754
Receivables 259,237 286,518
Cash at bank 190,380 172,232

(iv) Ligquidity visk management

Ultimate responsibility for liquidity risk management rests with the Board of Directors and in
managing the Company’s short, medium and long term funding and liquidity requirements, the Board
of Directors is guided by similar practices adopted by its holding company. The Company manages
liquidity risk by maintaining adequate reserves, banking facilities and reserve borrowing facilities, by
continuously monitoring forecast and actual cash flows and matching the maturity profiles of financial
assets and liabilities.

Liguidity and fnferest visk tables

The following table details the Company's remaining contractual maturity for its non-derivative
financial assets and labilides. The tables have been drawn up based on the undiscounted cash flows of
financial assets and labilities based on the earliest date on which the Company can be required to pay.
The table includes both interest and principal cash flows.

Less than 1 year 54 years Total
UsD usD usD
2011 2011 2011
Financial assets
Non-interest bearing 259,227 - 259,237
Variable inferest rate instruments 190,380 368,604,269 368,794,649
449,617 368,604,269 369,053,886
Financial liabilities
Nor-interest bearing 1,050,414 - 1,050,414
Variable interest rate instruments 4,500,000 365,988,976 370,488,976
5,550,414 365,988,976 371,539,390
Less than 1 year 5+ years Total
UsD sD usD
2016% 2010 2010
Financial assets
Non-interest bearing 289,518 - 289,518
Variable interest rale instruments 172,232 369,757,754 369,929,984
461,750 369,757,754 370,219,504
Financial liabilities
Non-interest bearing 1,420,281 - 1,420,281
Variable inferest rate mstruments 74,500,000 295,330,077 369,830,077
' 75,620,281 295,330,077 371,250,358
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FINANCIAL INSTRUMENTS AND ASSOCIATED RISKS {CONTINUED}

(v} Fair values

The Company’s financial assets and Habilities include loan to related party, other receivables, cash at
bank, loan from related party, loan from shareholder, other loans and payables. The carrying amounts
of these assets and liabilities approximate their fair values.

HOLDING AND ULTIMATE HOLDING COMPANY

The Tata Power Company Limited, a company incorporated in India and listed on Bombay National Stock
Exchange and National Stock Exchange of India is the holding and ultimate holding company.

GOING CONCERN

At 31 March 2011, the Company had a shareholders’ deficit of USD2,483,629 (31 March 2010:
U50)1,028,979) and net current liabilities of USD5,098,922 (31 March 2010: USD75,456,656). The Company
finances its day to day working capital requirements through advances from the holding company which
are repayable on demand. These conditions indicate the existence of a material uncertainty which may cast
significant doubt on the Company’s ability to continue as a going concern and therefore, that it may be
unable to realise its assets and discharge its Habilities in the normal course of business.

The financial statements have been prepared on a going concern basis, which assumes that the company
would continue in operational existence for the foreseeable future. The validity of this assumption depends
on the continued support of the holding company.

The holding company has confirmed that it can, if it so determines, exercise at any time ifs right to convert
the loan of USD273 million (or part thereof) that it has given to Bhira Investments Limited into equity to
enable the latter company to repay the loan of USD368.60 million due to the Company and thus enable the
Company to continue as a going concern. The directors consider it appropziate to prepare the financial
statements on this basis.
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Year ended Exchange Amount Year ended Exchange Amount
March,2011 Rate March,2010 Rate
UsD Rs UsD Rs

INCOME
Interest income - 22,208 47.42 1,053,008
Other income 7,090,789 45.58 323,198,183 8,854,928 4742 418,800,581
Tatal income — 7080788 4558 323,198,163 B 877,132 47,42 430,853,508
OPERATING EXPENSES
License fees 1,750 45.58 79,765 1,750 47 .42 82,985
Director fees 2,500 45,58 113,850 2500 47.42 118,860
Secretarial fees 1,500 45.58 88,370 1,500 47.42 71,130
Administration expenses 29,792 45.58 1,367,819 32,144 47.42 1,524,268
Audit fee_s 15,525 4558 707,630 17178 47.42 814,439
Disbursements 1,470 45.58 67,003 1,453 47.42 68,901
Bank charges 1,807 45.58 82,363 2,508 47.42 118,835
Foreign exchange loss 45.58 - 18 47.42 854
Gurantee commission 226,086 45.58 10,304,088 219,440 47 .42 10,405,845
Interest on lean 1,841,977 45,68 82,588,812 3,354,948 4742 159,091,634
Professional and legal fees 35,984 45.58 1,640,151 2,555,323 47.42 121,173,417
Loan amortisation 8,418,863 45.58 292,571,776 5,147 458 47.42 244,092 458
Service fee - 23,987 47.42 1,137,464
Total expenditure T Bbh47234 4558 380,582,025 11,380,202 47,42 538,700,779
OFERATING LOSS BEFORE TAX {1,458 445) 4558 (66,384,763} (2,483,070} 47.42 (117,747,179)
Taxatien 1,785 45,68 81,316 (4,933) 4742 (233,923)
LOSS FOR THE YEAR T ___[14B4G50) 4558 (66,302,047) (Z.488,003) 4742 (7881102




unowy abueyoxg

junowry ebueyoxg

Z6Z /9L L'l 6.€°4Z2'0LE 622'29V'6/1'OL 194650 69E sanipgey pue Aynba je1o)
062655 82F'E 1B2°0C6 G2 €66 956'1F2 PLv'DGG'S
000°022'€0Z 9L 'G 000005 ¥ 000°G40'102 19'by 000'005 ¥ Aued psiej@l wWoy ueo’
000°002' L9’ 916k 000'000'02 - SUBO’]
068°'6EE'F9 91y LEZ'OZY' L £66'186'0F 19vF yL¥'050°') sa|qeley
SINpIge] Juaunyd
117901 /EC e} Z10'0E€ 56¢ 856 /2/'are’0l 9/6 8686'G0C
L1Z90E'C86 ki oL'GF 1/0'05€°592 856 /29'800'G1 20'vb 9/6'866'GEL SUe0
000'008'FaL’ 1 9}'GY 00°000'000'0¢ 000'004°0FE'L 19y 00'000°000°0E ueo| sJapjoysleys
saninqeil JUsimo UoN
(5.8'868°05) (6268201 (zz@'L0Z'Zi 1) {6zg'ear’e)
{L0t'102°15} (679801} (Bre'v0s'211) (626'06¥'2) S38S0| PAIEIULUNDDY
az75°20¢ TR 052 925'z0¢ 94'Ly 0se's [epdes pajels
SBAI8E81 pUE [ende]
- SALIMAVET ANV ALINDI
262 192 v1LL'91 aL'sy 6.€'122°0/€ 6¢L'29F 6L 91 19¥Y 19/'550'69¢ sjasse [0 ],
12120601 91'G¥ GZ9'£o¥ EE0'DLGEL iR 26y 1GY
{rer’ocr'v) {r11'g5zo) an1esal uonenmany abueyoxs
L66' 122" 2 o1'q¥ FA AN} G1Z'v05'8 L9°vF 082’061 Mueq e ysep
Q0% 65L'C ) [T+ £6E' 16T £18'c89'I b 29%F FAN R Rerd sajqesenal pue sjuawdedsid
BEE R CEDS]
i.£1'092°869'01 a1'5t ¥§1'26L'69¢ 969'255'G9Y'9L 19bY 692'¥09'89E Aped pajejel o ueo
T1o5SE Jualng UON
S13ISSY
sy asn sH asn
ajed 010Z'C0°LE ajey LLOZ'E0'}E

LLOZ HOMVYIN S LY 133HS SONVYIVE
O3 1IN SLNINLSAAN TOJOHM



(zeg Loz 211 {620'E8Y'T) {eve'v0G 211} {66067 2) 975 '20¢ 0SE'Z L LOZ UDIBI LE W
(L¥6'20£°99) 85'sy  (059'var'L) (2+6'208'99) 25 6v {059'v5¥' L) Jeak a1y Joj ss0f @nsUsLaIdwoD 1e10 |
{678'86808) [ (10+°10Z°15) {6z 9E0° 1) 925°Z0E 0sEL 0162 UdIeW g Iy
(zoL'1e6°211) Zy iy (coo'gsy'e) (2oL 18621 1) ey iy (co0'sat'e) Jeak au) 10] S| amsusyaIdwod (Bljo |
12228049 ¥Z0'65F' | L02'642'99 ¥19'15¢°L 925'20¢ 0sg's 6002 udy | W
sy asn sy asn sy asn
ETY S8y BT
abueysxgy abueyoaxg abueyaxgy
595507 eyden
12113 PalEINWNIDY paiElg

K102 HOYVW L€ 03ANT HVIA FHL HOA
ALINDI NI STONYHD 40 INJWALYLS
Q3 LI SLNIWLSAANI F1OdOHM



KHCPOLI INVESTMENTS LIMITED
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Cash flows from operating activities

Cperating profit/{loss) before tax
Adfustments for:

Increase in payables

Bank interest income

Interest income on loans and receivables
Interest on loan

Loan Amortisation

Transaction costs written off

Increzse in prepayments

Cash generated from/{used in) operating activities
Tax paid

Net cash from /{used injoperating activities

Cash flows from investing activities

Bank interest recelved
Interest Received

Loan Repayment Received
Loan to related company

Net cash used in investing activities

Cash flows from financing activities

intarast paid

Loan from sharehclider

Loan proceeds received

Payment of debt issue costs

Exchange fluctuation

Net cash generated from financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents:

At the beginning of the pericd

At the end of the period

Year ended Exchange Amount Year ended Exchange  Amount
March,2010 Rate March,2009 Rate
UsD Rs usp Rs
(1,458 445) 4558 {66,384 763) (2,483,070) 47.42 {117 747,179)
(3,450) 45.58 (157.251) (223,476) 47.42 {10,587,232)
- (22,208) 47.42 (1,053,008)
(7,090,788) 45.58 {323,198,163} {8,854,828) 47.42 (419,800,581)
1,811,877 45,58 82,589,912 3,354,948 47.42 159,081,634
5,418,863 45.58 282,571,778 5,147,458 47 A2 244,082 458
- 508,000 47.42 24,089,350
- {500} 47.42 {23,710)
{319,844) {14,578,490) (2,573,772) {122,048,268)
1,795 4858 81,816 {4,833) 47.42 (233,923)
{318,049} {14,486,673) {2.578,705) (122,282,181)
- 22,208 4742 1,053,008
7,121,070 45,58 324,578,371 41,257,753 47.42 533,842,647
1,153,485 45.58 52,575,846 242,246 47 .42 11,487,308
{30,000,500) 47.42  (1,422,600,000)
8,274,555 377,154,217 (18,477,795) (876,217,038)
(6,321,150) 45.58 (288,118,017} {10,107.261) 47.42 (479,286,317)
- 30,000,000 47.42 1,422,600,000
{1,617,208) 45,58 (73,712,341)
{100,908) (5,172,095}
{7.938,358) (361,831,266) 19,892,739 938,141,584
18,148 728,278 (1,163,761} {60,357,848)
172,232 7,777,887 1335993 B8135643
180,380 8,504,278 172,232 7,777,997




