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BHIRA INVESTMENTS LIMITED
COMMENTARY OF THE DIRECTORS
FOR THE YEAR ENDED 31 MARCH 2012 3

The dlrectors present the audited financial statements of Bhu‘a Investments Limited (the ”Company”)
for the year ended 31 March 2012,

PRINCIPAL ACTIVITIES

The principal activity of the Company is that of investment holding and provision of fechnical
services to companies engaged in the coal mining sector and ancillary services of collecting accounts
receivable of its related parties and provision of Ioans to related parties.

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.

STATEMENT OF 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 cash flows of the Company. In
preparing those financial statements, the directors are required to:

»  select suitable accounting policies and then apply them consistently;
+  make judgements and estimates that are reasonable and prudent;
. state whether applicable accounting standards have been followed, subject to any matenal

departures disclosed and explained in the financial statements; and
. prepare the financial statements on the going concern basis unless it is inappropriate to presume

that the Company will continue in business.

The directors have confirmed that they have complied with the above requirements in preparing the
financial statements.

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Company and to enable them to ensure that the
financial statements comply with the Mawritian Companies Act 2001. They are also responsible for
safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and

detection of fraud and other irregularities.

AUDITOR

'fhe auditor, Deloitte, has indicated its willingness to continue in office until the next Annual
Meeting, )
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CERTIFICATE FROM THE SECRETARY UNDER SECTION 166 (d) OF THE MAURITIUS
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 Bhira Investments Limited under the Companies Act 2001 during

the financial year ended 31 March 2012,

Secretary

Registered office;

IFS Court |
TwentyEight
Cybercity
Fbene
Mauritius

Date: 21 May 2012
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Inde e'ndent auditor’s report to the shareholder of Mauritius
Bhira Investments L!mlted . .

This report is made solely to the company's sharsholder, as a bedy, In accordance with-section 205 of the Mauritius Companles Acl 2001, Our
audit work has been undertaken so that wa might state to the company’s shareholder those matters we are required to state io the sharetiolder
In an auditor's report and for no other pumose To the fullest extent permitted by law, we do not accept or assume responsibliily {o anyona
other than the company and tha company’s shareholder as a body, for our audit work, for this reporf, or for the opinlens we have formed.

Report on the Financlal Statements

We hava audited the financial statements of Bhira Investments Limtted on pages 6 to 26 which compiise the statement of financlal position as at
31 March 2012 and the statement of comprehensive income, statement of changes In equity and statement of cash flows for the year {hen endad
“and a summary of significani accounting policles and other explanatory Infermation.

Diredom‘ responsibilities for the ﬁnancial statements

The directors are responsfble forthe preparalmn and falr presantation of thege financial slatements In accordance with Intemational Financial
Reporting Standards and in compliance with the requirements of the Mauritius Companies Act 2601 In so far as applicable to Category 1 Global
Business Licance companies, They are also responsible for such internal control as they defermine Is necessary {e enable the preparallon of
financial statemenis that are free fiom material misstatement, whether dus o fraud or efror.

Auditor's responsibility
Our responsibility s to express an apinion on these finandial siatements based on our audit, We conducted our audit in accordance with

Intematicnal Standards on Auditing. Those slandards require that we comply with ethical requirements and plan and perform the audi {o oblain
reasonable assurance whether the financial statements are free from malerial misstatement.

An audit involves performing procedures to abtain audit evidence about the amounts and disclosures in the financial statements. The procedures
selected depend on the audltor’s judgment, Including the assessment of the risks of matedal misstatement of the financlal statemients, whether due
to fraud or arror. In making those Ask assessiments, the auditor considers inferna! conirot relevant to the anlity’s preparation ard falr prasentatien of
the financlal statements in order to dasign audit procedures that are appropriate in the clrcumstances, but not for the pupose of expressing an
opinion on the effectiveness of the entity’s intemal control, An audit also includes evaluating the appropriateness of accounting poficies used and the
reasonableness of accounting estimates made by management, as well as evahiating the overafi preseniation of the financial slalements.

We believe that the audit evidence we have obtained Is sufﬁcient and appropriale to provide a basls for our audit opinion,

Non-compliance with Infemational Acoounﬁng Standards (IAS) 31 Interests iri Jolnt Ventures
IAS 31 requires the company to recognise its investments in joint ventures using proporionate consolidatlon or the equity method as

altemative. As explained in note 24, the financial statements have not been prepared In accordance with the requirements of IAS 31 although
the exemptions avallable under that standard have nof been met.

Opim‘on

In our opinlon, because of the effects of the maiter discussed in the preoedlng paragraph on non-compliance with Intematlonal Financlal
Reporting Standards, the financlal statements on pages & to 28 do nof give a true and falr view of the financial position of Bhira Investments
Limited as at 31 March 2012, and of its financial performance, changes in equily and cash ﬂows for the year then ended In accordance with

fnlernalional Financlal Reporting Standards

Emphasis of matter - golng cancern

We draw attentfonto note 25 i the financial statements which indicates that, at 31 March 2012, the company had a net current llabilities of
UsD48,422,332. This condition, along with the matters as set out in note 25 indlcates the existence of a material uncertainty which may cast -
slgnificant doubt about the company's ablily te continue as a going concem. The financial statements have been prepared on a going concem
basls, the validity of which depends upon continued avallabliity of debt facilities and funds being made avallable by tha shareholder. The
ﬁnanclal statements do nol Include ary adjustments lhat would result from non availabliity of finance.

Repart on othar Iega[ requfremenls

-In accerdance w:th the requ:remen!s of the Mauritius Companies Act 2001, we report as follows:

+  we have no relationship wllh or lnterests in, the company other than In our capacity as auditors;
1n our oplnion, proper accounting records have been kept by the comipany as far as appears from otir examination of those records;
we have not obtained all Informatlon and explanations that we have requlred in so far as explained in the paragraph on non-compliance

with IFRS; and
excepl for the non-compliance with IAS 31, the financial statements of the company comply with the Mauritius Companles Act 2001, fn so

far as applicable to companfes holding Category 1 Global Business Licence,

Detgatt- | |
Deloitte | LLK Ah Jge, FCCA
S Licens y FRC

L
L

Chartefed Ai:countants

21 May 2012



BHIRA INVESTMENTS LIMITED
STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 MARCH 2012 6
Notes - 2012 201
usD UsD
INCOME
Dividend income - 14 127,500,000 .
Service fee income 15 12,000,000 12,000,000
Bank interest income . ‘ 3,464,287 : -
Interest income on loan - 6/21 10,144,932 -
Other income 16 3,349,296 4,656,156
Net foreign exchange gain 465 -
156,458,980 = 16,656,156
OPERATING EXPENSES
Licence fees 1,750 1,750
Director fees 3,750 3,750
Secretarial fees _ 1,500 1,500
Administration expenses ' 87,450 65,148
 Audit fees _ 18,075 17,250
Barik charges ' 14,855 2,913
Disbursements 1,309 ‘ 1,892
Registration charges. ‘ - 5,000
Interest on loan 10/13/21 21,277,525 22,651,419
Amortisation of transaction costs 10(a) 7,409,3% 689,246
Amortisation of subordinated note 11 35,348,495 -
Legal and professicnal fees 2,981,679 1,884,045
Research and development costs 17 900,000 540,000
Service fee expense 18 2,881,571 620,008
Guarantee commission 19 1,257,534 -
Settlement fee ' 1,500,000 -
73,684,889 26483921
PROFIT / (LOSS) BEFORE : 82,774,091 (9,827,765)
TAXATION ' )
Taxation | o0 (13,950,000) (1,200,000)
PROFIT/(LOSS) FOR THE YEAR
AND TOTAL COMPREHENSIVE ‘
INCOME/ (LOSS) FOR THE YEAR C 68,824,001 (11,027,765)

The notes on pages 10 to 28 form an integral part of these financial statements,
The audit report is on page 5.
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Approved by the Board of Directors and authorised for issue on 21 May 2012
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................................................

Director

. The notes on pages 10 to 28 form an integral part of these financial statements,

The audit report is on page 5.

....................

Director

STATEMENT OF FINANCIAL POSITION AT 31 MARCH 2012 7
Notes 31 Mar 2012 31 Mar 2011
UsD UshD
 ASSETS

Non current assets .

Interests in Joint Ventures 5 716,342,528 716,342,528

Loan to related party 6 137,245,058 -

’ 853,587,586 716,342,528

Current assets

Trade and other receivables 7 7,108,474 1,802,188 .

Cash and cash equivalents 8 211,659,871 85,582
218,768,345 1,887,770

Total assets 1,072,355,9Bi 718,230,298

EQUITY AND LIABILITIES ’

Capital and reserves

Stated capital 9 1,000,060 1,000,000

Retained earnings / {Accumulated losses) 17,760,522 {51,063,569)

Total equity ' 18,760,522 (50,063,569)

Non current liabilities

Loan from related parties 10 325,850,003 457,563,261

Subordinated Note Due 2071 13 460,554,729 -
786,404,732 457,563,261

Current Habilities

Other payables 12 25,894,488 37,730,606

Loan from related parties 10 41,296,189 -

Shareholder’s loan 13 200,000,000 273,000,000
267,190,677 310,730,606

Total equity and Habilities 1,072,355,921 . 718,230,298

R



BHIRA INVESTMENTS LIMITED
STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 MARCH 2012 8
Retained
Stated earnings /
capital {Accumulated Total
losses)

UsD usb Usp
At1 April 2010 1,000,000 (40,035,804) (39,035,804)
Total comprehensive loss for the year - (11,027,765) (11,027,765)
At 31 March 2011 1,000,000 (51,063,569) (50,063,569)
Total comprehensive income for the year - 68,824,091 68,824,091
At 31 March 2012 1,000,000 17,760,522 18,760,522

The notes on pages 10 to 28 form an integral part of these financial statements.

The audit report is on page 3.



BHIRA INVESTMENTS LIMITED
STATEMENT OF CASH FLOWS

The notes on pages 10 to 28 form an integral part of these financial statements.

The audit report is on page 5.

FOR THE YEAR ENDED 31 MARCH 2012 9
2012 2011
USD USD
Cash flows from operating activities
Profit / (loss) before tax 82,774,091 (9,827,765)
Adjustments for:
Bank interest income ‘ (3,464,287) -
Expenses paid by related company - 1,581,804
Interest income on loan (10,144,932) -
Loan interest expense 21,277,526 22,651,419
Amortisation of transaction costs 7.409,395 689,246
Amortisation of subordinated note 35,348,495 -
Dividend income {123,646,190)
9,554,098 15,094,704
Movement in working capital:
(Increase)/ decrease in trade and other receivables 723,668 -
{Decrease)/ increase in other payables (8,361,830) 10,623,322
Cash generated from operating activities 1,951,886 25,718,026
Withholding tax suffered (13,950,000) (1,200,000}
Net cash (used in)/generated from operating activities (12,034,114) 24,518,026
Cash flows from investing activities
Purchase of investments - (2,331
Net cash used in investing activities - 2,331)
Cash flows from financing activities
Interest paid {24,751,764) {21,224,094)
Interest on subordinated note (19,125,000} . -
Bank interest received 3,341,980 -
Interest received on loan - 4,237,286 -
Loan repaid to related parties (140,517,654) (22,919,651)
Loan received from related party 166,337,379 19,234,554
Loan to related party (178,300,059) -
Loan repaid by related party 41,055,001 -
Loan repaid. to shareholder {73,000,000) -
Issue of subordinated note 444,331,234 -
Net cash generated fromy/(used in) financing activities 223,608,403 (24,909,191)
Net increase/ (decrease) in cash and cash equivalents 211,574,289 {393,496)
Cash and cash equivalents at beginning of period 85,582 479,078
Cash and cash equivalents at end of pe'riod 211,659,871 85,582



BHIRA INVESTMENTS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2012 ' - 10

(a)

(b)

(e}

BACKGROUND INFORMATION

The Company was incorporated in Mauritius under the Companies Act 2001 on 27 April 2007

as a domestic company and as a private company with limited liability by shares and changed

its legal regime to a Category 1 Global Business Company on 22 June 2007, It holds a Category

1 Global Business Licence issued by the Financial Services Commission. The Company has 1ts'
registered office at IFS Court, TwentyEight, Cybercity, Ebene, Mauxitius.

The principal activity of the Company is that of investment holding and provision of technical
services to companies engaged in the coal mining sector, ancillary services of collecting accounts
receivable of its related parties and provision of loan to related parties. At 31 March 2012, the
Company held investments in PT Arutmin Indonesia, PT Indocoal Kalsel Resources, PT
Indocoal Katlim Resources, PT Kaltim Prima Coal, PT Dwikarya Prima Abadi and FT Marvel
Capital Indonesia, all incorporated in Indonesia, The Company had also invested in Candice
Investments Pte Ltd, a company incorporated in Singapore.

ACCOUNTING POLICIES

Except for non-compliance with 1AS 31, the financial statements have been prepared in
accordance with International Financial Reporting Standards ("IFRS"). The preparation of
financial statements in 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,
policies, which have been applied consistently, is set out below.

Basis of preparation

The financial statements are prepared under the historical cost convention except for interests
in joint ventures that are measured at fair value. \

Interests in Joint Ventures

A joint venture is a contractual arrangement whereby the Company and other parties undertake
an economic activity that is subject to joint control, that is when the strategic financial and
operating policy decisions relating to the activities of the joint venture require unanimous consent

of the parties sharing control.

The Company accounts its investments in Joint Ventures at cost less any nnpan‘ment loss. Where
an indication of impairment exists, the carrying amount of the investment is assessed. Where the
carrying amount of the investment is greater than ifs estimatéd recoverable amount, it is written -
down immediately to its recoverable amount and the impairment loss is recognised as an expense
in the statement of comprehensive income, '

.Foreign currency translation

Functional and presentation currency

Items included in the financial statements of the Company are measured usmg the currency of
the primary economic environment of the Company (the “functional currency”). The financial
statements of the Company are presented in United States Dollars (”USD”), whxch is the
Company’s functional currency and presentation currency.



BHIRA INVESTMENTS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONT‘D)
FOR THE YEAR ENDED 31 MARCH 2012 _ 11

{c)

(d)

(e)

ACCOUNTING POLICIES (CONTINUED)

Foreign currency translation (Con’cinﬁed}

Transactions and balances

Transactions denominated in foreign cutrencies are translated in USD at the rate of exchange
ruling at the dates of the transactions. Monetary assets and liabilities are translated at the rate
of exchange ruling at reporting date. Exchange differences arlsing 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 Hquid investments
that are readily convertible to known amounts of cash and which are subject to 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.

Short term deposits

Short term deposits are liquid investments, with a maturity period between three months to
one year that earn interest at a fixed rate and which are subject to significant risk of change in

value,
Financial instruments

Financtal instruments are recognized in the Statement of financial position when the Company
has become party to the contractual provisions of the financial instruments as follows:

(i) Financial Assets

Financial assets are classified into loans and receivables. The classification depends on the
nature and purpose of the financial assets and is determined at the time of JrutlaI

recogmhon

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 méasured at amortised cost using the effective interest method less any
impairment, Interest income is recognised by applying the effective interest rate, except for
short-term receivables when the recognition of interest would be immaterial.

Effective inferest method

The effective interest method is a methed of calculating the amortised cost of a financial
asset and of allocating interest income over the relevant period. The effective interest 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) through the expected life of the financial assef, or,

where appropriate, a shorter period,

(i) Financial liabilities

" {a) Classification as debt or equity

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



BHIRA INVESTMENTS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONT'D)
FOR THE YEAR ENDED 31 MARCH 2012 A 12

2,
(e)

()

(8)

(h)

ACCOUNTING POLICIES (CONTINUED)

Financial instruments (Continued)

{ify Financial liabilities (Continued)
{b) Equity instrumenis

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

(¢} Pinancial Habilities

Financial liabilities are dasmﬁed as either fmancxal liabilities "at FVTPL’ or * other
financial liabilities”,

{d) Other financjal liabilities

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

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

The effective interest 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 appropnate,
shorier period,

{e)  Derecognition of financial liabilities '

The Company derecognises financial Mabilities when, and only when, the

Company’s obligations are discharged, cancelled, expired or changed. Where the

terms of the financial liability is substantially different, the exchange is accounted

for as an extinguishment of the original liability and recognition of a new liability.
Related parties

Parties are considered to be related if one party has control, joint control or exercises significant
influence over the other party or is a member of the key management personnel of the other

party.
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 reliably. Interest revenue is accrued on

a time basis, by reference to the principal outstanding 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 net carrying amount on initial recognition.

Services fees and other income are recognised on an accruais basis in the financial statements.

Dividend income from investments is recognised when the shareholder’s right to receive
payment has been established and is recognised gross of withholding tax.

Expense recognition

All expenses are accounted for in the Statement of comprehensive income on the accruals basis.
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(1)

o)

LS

ACCOUNTING POLICIES {CONTINUED)
Research and development costs

Expenditure on research is recognised as an expense when incurred. Development
expenditure on an individual project is recognised as an intangible asset when the Company
can demonstrate all of the following; :

a. the technical feasibility of completing the mtangible asset so that it will be available for

use or sale.
. its intention to complete the intangible asset and use or sell it.
c.  its ability to use or sell the intangible asset.
d.  how the infangible asset will generate probable future economic benefits. Among other
things, the entiy can demonstrate the existence of a market for the output of the
intangible asset or the intangible asset itself or, if it is to be used internally, the usefulness

of the intangible asset.
e. the availability of adequate techndcal, financial and other resources to complete the

development and to use or sell the intangibie asset.
f. its ability to measura reliably the expencliture atkributable to the intangible asset during its

development.

Taxation

Income tax on the profit or loss for the year comprises current and deferred tax. Current tax is
the expected 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 liability method, providing for temporary differences
betweeri the carrying amounts 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 liabilities,
using tax rates enacted at the reporting date. A deferred tax asset is recognised only to the
extent that 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 Ionger probable that the

related tax benefit will be realised.

Impairment

Financial 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 occurred after the initial recognition of the financial asset, the estimated future cash

flows of the investment have been impacted. For financial assets carried at amortised 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 actount.

When a trade receivable is 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

loss.
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()

(1)

ACCOUNTING POLICIES (CONTINUED)

Impairment (Continued)

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 recognised, the
previously recognised 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 recognised.

Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive)
as a resulf 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 obligation.

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.

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 (“IASB”) and the
International Financial Reporting Interpretations Committee (“IFRIC”) of the IASB that are
relevant to its operations and effective for accounting periods beginning on 1 April 2011,

3.1 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 accounhng for

future transactions or arrangements.

IAS1  Presentation of Financial Statements - Amendments resultmg from May 2010
Annual Improvements to IFRSs

IAS24 Related Party Disclosures - Revised definition of related parties
The application of the revised definition of related party in the current .
period has not resulted in the identification of any new related parties
compared to those identified under the previous standard.

1AS27 Consolidated and Separate Financial Statements - Amendments resulting
from May 2010 Annual Improvements to IFRSs

JAS34 Interim Financial Reporting - Amendments resulting from May 2010 Annual
Improvements to IFRSs

IFRS1 First-time Adoption of International Financial Reporting Standards ~ Limited
Exemption from Comparative IFRS 7 Disclosures for First-time Adopters

IFRS1 - First-time Adoption of International Financial Reporting Standards -
Amendments resulting from May 2010 Annual Improvements to IFRSs

IFRS3 Business Combinations - Amendments resulting from May 2010 Annual
Improvements to IERSs

IFRS7  Financial Instruments; Disclosures - Amendments resulting from May 2010
Annual Improvements to IFRSs

JERIC 13 Customer Loyalty Programmes - Amendments resulting from May 2010
Annual improvements to JFRSs

JIFRIC 14 JAS 19 - The Limit on a Defined Benefit Asset Minimum Funding
Requirements and their Interaction - November 2009 amendment with
respect to voluntary prepaid contributions

IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments
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3. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (IFRS) (CONTINUED)
3.2 New and revised IFRSs i1t 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 beginning on or after
the respective date as indicated: :

IAS1

1A512
IAS19
[AG 27
IAS 28

T1A532
IFRS 1
IFRS1

IFRS 7

IERS 7

1IERS 7
IFRS 9
IFRS 9

iFRS 10
IFRS 11

IFRS 12

IFR513

Presentation of Financial Statements ~ Amendments to revise the way other
comprehensive income is presented {effective 1 July 2012)

Income Taxes - Limited scope amendment (recovery of underlying assets)
(effective 1 Jantary 2012)

Employee Benefiis ~ Amended Standard resultmg from the Post-Employment
Benefits and Termination Benefits project (effective 1 January 2013}
Consolidated and Separate Financial Statements - Reissued as IAS 27 Separate
Financial Statements (as amended in 2011) (effective 1 January 2013)
Investments in Associates - Reissued as IAS 28 Investments in Associates and

Joint Ventures (as amended in 2011} (effective 1 January 2013)

Financial instruments: Presentation ~ Amendments to application guidance
on offsetiing of financial assets and financial liabilities (effective 1 January
2014)

First-time Adoption of International Financial Standards ~ Replacement of
fixed dates for certain exceptions with the date of transition of IFRSs
{effective 1 July 2011)

Pirst ~ Hme Adoption of International Financial Reporting Standards -
Additional exemption for entities ceasing to suffer from severe
hyperinflation (effective 1 July 2011)

Financial Instrumenis: Disclosures ~ Amendments enhancing dlsciosures
about transfers of financial assets (effective 1 July 2011)

Financial instruments: Disclosures ~ Amendments enhancing disclosures
about offsetting of financial assets and financial liabilities {effective 1 January
2013)

Financial instruments: Disclosures — Amendments requiring disclosures about
the initial application of IFRS ¢ {effective 1 January 2015)

Financial Instruments: Classification and Measurement of financial assets
(effective 1 January 2015)

Financial instruments - Accounting for financial liabilities and derecogmhon
{effective 1 January 2015)

Consolidated Financial Statements (effective 1 January 2013)

Joint Arrangements (effective 1 January 2013)

Disclosure of Interests in Other Entities (effective 1 January 2013)

Fair Value Measurement (effective 1 January 2013}

IFRIC 20 Stripping Costs in the Production Phase of a Surface Mine (effective 1 January

2013)

. The directors anticipate that these standards and interpretations will be applied in
the financial statements on the above effective dates in future periods. The directors
have not yet had an opportunity to consider the potenhal impact of the apphcaﬁon of

those amendments.



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

FOR THE YEAR ENDED 31 MARCH 2012 _ 16
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 31gmﬁcant effect on the
_amounts recognised in the accounts.
Determtination of functional currency
The determination of the functonal 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.
Impairment of interests in joint ventures
Determining whether interest in joint ventures is impaired requires an estimation of the value
in use of the investment. The valde in use calculation requires the directors to estimate the
future cash flows expected to arise from that investment and a suitable dis¢ount rate in order
to calculate present value,
As at 31 March 2012, the directors believe that the carrying values approximate to the fair
" values of these investinents.
5. INTERESTS IN JOINT VENTURES
2012 2011
usp usD
Opening balance 716,342,528 716,340,197
Purchase of investments - 2,331
Closing balance 716,342,528 716,342,528
Details of the interests in joint ventures are as follows:
Carrying
Placeof  Number of Cost Carrying Value Cost Value
incorporation  shares % Holding 31 Mar2012 31 Mar2012 31 Mar2011 31 Mar 2011
Direct Indirect UsD usD ‘ UsSD Usb
PT Arutmin Indonesia Indonesia 3,000 30% 30% 100,057,997 100,057,997 100,057,997 100,057,997
PT Kaltim Prima Coal Indonesia 90,000 30% 30% 618,011,694 616,220,000 618,011,694 616,220,000
PT Indocoal Kalsel Indonesia 60,000  30%  30% 31,100 31,100 31,100 31,100
Resources ' ‘
PT Indocoal Kaltim Indonesia 60,000 30% 30% 31,100 31,100 31,100 31,160
Resources
Candice Investments Pte Singapore 3 30% 30% 2 2 2 2
Ltd
PT Dwikarya Prima Indonesia 99 0.9% 30% 1,109 1,109 1169 1,109 .
Abadi )
PT Marvel Capital Indonesia 1,089 0.99%  30% 1,220 1,20 1,220 1,220
Indonesia ) )
718,134,222 716342528 718,134,222 716,342 528
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5,

6,

INTERESTS IN JOINT VENTURES (CONTINUED)

PT Arutmin Indonesia (“Arutmin”), PT Kalim Prima Coal ("KPC"), PT Indocoal Kalsel
Resources (“Kalsel”), PT Indocoal Kaltim Resources (“Kalim”) are engaged in the coal

mining sector.

The Company has a 30% shareholding stake in Candice Investments Pte Lid (“Candice”) and
an indirect shareholding of 30% in each of its subsidiaries, PT Dwikarya Prima Abadi
(“DPA") and PT Marvel Capital Indonesia (“MCI”), Candice is in the business of financing
the construction and operation of mining infrastructure and other assets which are carried
out by its subsidiaries. ‘

In assessing the value of the investments, Company considered a valuation report dated
29 March 2012 by Minarco-Mineconsult Pty Ltd, an independent valuer which estimated that
the value of Arutmin and KPC attributable to the Company was USD535M & USD1,017M
respectively. The valuation report dated 29 March 2012 was based on a discount rate of
11.45% (same as last year) on after tax real cash flow over the expected lifetime of each asset
and assumed that Arutmin and KPC would not be subject to a trading margin on the sale of

their coal.

The Company adjusted the above valuation and factored that in the long run a trading
margin of 4%-5% would be payable by Arutmin and KPC on their coal production.

At 31 March 2012, the Company had assessed the value of all of its investments. The
Company estimated its share of the value in use of Arutmin and KPC at USD393M and
USD641M respectively (2011:; USD259M for Arutmin and USD706M for KPC).

The carrying value of the Company’s share of investments Aruimin and KPC have been

taken at USD 100.06M and USD 616.22M respectively, being the lower of cost and estimated

value in use.

The Company also pledged the shares in Candice, DPA & MCI in favour of PT Bank
Sumitomo Mitsul Indonesia as security for a term loan of up to US$300,000,000 availed by
Candice to finance transactions in Indonesia which would be carried out by its subsidiaries.

LOAN TO RELATED PARTY
2012 2011
usp usb
Opening balance -
Loan to related party 178,300,059
'Loan repaid {41,055,001)
Closing balance 137,245,058

The long term loan is unsecured, repayable on 31 December 2021 and carries interest at the rate
of 8.5% plus margin of 0.05% calculated on the basis of 360 days a year.
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7 TRADE AND OTHER RECEIVABLES
2012 2011
. : UsD ushD
Interest on loan to related party (Note 6) 5,907,646 : -
Interest receivable on short-term deposits (Note 8) 122,308 ‘ -
Prepayments : 2,188 2,188
Service fee receivable 900,000 1,800,000
Expenses paid on behalf of related parties 176332 . -
7,108,474 1,802,188

10.

The service fee is receivable from a related company, namely PT Kaltim Prima Coal, and it has
been agreed by both parties to repay the dues as and when possible. As at reporting date, none of
the service fee receivable is past due.

The interest on loan to related party has been partly netted off against the interest reccivable
amount of 1USD4,237,285 collected by the Company (net of conunission income) on behalf of
Bhivpwri under the accounts receivable servicing agreement (Note 16).

The expenses paid on behalf of related parties are unsecured, interest free and will be recalled for-
payment as and when required. .

CASH AND CASH EQUIVALENTS

For the purposes of the statement of cash flows, the cash and cash equivalents comprise the
following:

2012 2011

- Usb usD
Cash at bank ' 71551 85,582
Short term bank deposits -211,588,320 -
. : 211,659,871 85,582

The interest rate on short term fixed deposits ranges from 0.80% to 2.70% for the year under
review,

STATED CAPITAL
2012 2011
_ USD USD

1,000,000 Ordinary shares of USD1 each 1,000,000 1,000,000

Fully paid ordinary shares carry one vote per share and the right to dividends.

LOAN FROM RELATED PARTIES

Long term lvans 2012 2011
UsD sD
(2) Bhivpuri Investments Limited - 88,958,992
(b) Khopoli investments Limited 328,850,003 368,604,269
: i 325,850,003 457,563,261
(a) Long term loan from Bhivpuri Investments Limited (“Bhivpuri”)
2012 2011
usD usD
Opening balance 88,958,992 90,801,358
Loan received 1,250,000 T 19,234,554
Loan repaid (97,618,388) (21,766,166)
Amortisation of transaction costs 7,409,396 689,246
- 88,958,992

Closing balance -
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10.

LOAN FROM RELATED PARTIES (CONTINUED)

(@) Long term loan from Bhivpuri Investments Limited (*Bhivpuri”) {continued)

During the year, the Company repaid the long term loan which carried interest at the rate of
LIBOR plus 3.30% calculated on the basis of 360 days a year.

(b) Leng term loan from Khopoli Investments Eimited

2012 2011

usb usD
Opening balance | 368,604,269 369,757,754
Loan repaid {42,899,266) (1,153,485)
Loan received 145,000 -
Closing balance 325,850,003 368,604,269

The loan from related party 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 1.41000% to 3.25950% 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 Khopoli Investments Limited is not permitted without prior written
congent from the lenders, other than a permitted payment, until the end of the subordination
period, A permitted payment is a payment from the Company to Khopoli Investments Limited
from monies standing to the credit of its distribution and operating accounts in accordance with
the agreement. The subordination period will last from April 2008 up to May 2014.

Short term loans ' . 2012 2011
: UsD usp
(¢} PT Kaltim Prima Coal 34,800,000 -
(d) PT Arutmin Indonesia 6,496,189 -
41,296,189 . -

(c} Loan from PT Kaltim Coal

The Company entered into an mter-company loan facdity agreement dated 30 September 2011,
wifh PT Kaltim Prima Coal ("KPC") having effective date 15 May 2011. Pursuant to the
agreement, KPC has granted a loan facility of up to. USD150,000,000. The loan is unsecured,
repayable on demand ‘only out of dividends received by the Company from KPC and carries
interest at the rate of 3 months LIBOR plus margin of 2% per annum.

During the year, dividend income amounhng to USDY9,000,000 was netted off against loan from
KPC.

2012 ’ 2011

usD Usn
Loan received 133,800,000 -
Dividend Income {99,000,000) -
Closing balance 34,800,000 -

{d} Loan from PT Arutmin Indonesia

The Company entered into an inter-company loan facility agreement dated 14 September 2011
with PT Arutmin Indonesia (“Arutmin”) having effective date 29 October 2010. Pursuant to the
agreement, Arutmin has granted a loan facility of up to USD150,000,000. The loan is unsecured,
repayable on demand only out of dividend received by the Company from Arutmin and carries
interest at the rate of 3 months LIBOR plus margin of 2% per annum,
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10. LOAN FROM RELATED PARTIES (CONTINUED)

{d} Loan from PT Arutmin Indonesia (continued)

2012 2011

usD UusD
Loan received : 31,142,379 -
Dividend Income (refer to Note 14) {24,646,190) ' -
‘ 6,496,189 .

Closing balance

During the year, the Company’s share of dividend from Arutmin net of withholding tax,
amounting to USD25,650,000 was partly netted off against loan from Arutmin and interest

payable to Arutmin.
11, SUBORDINATED NOTE DUE 2071

2012 2011

usD - Usb
Proceeds from issue’ 450,000,000 -
Transaction costs {5,668,766) -
Amortisation charge 35,348,495 -
Interest paid (19,125,000 -
460,554,725 " -

On 27 April 2011, the Company issued subordinated notes which mature in 2071 and which
carries interest at the rate of 8.5% per annum calculated on the basis of 360 days a year for the
period up to 27 April 2016. Thereafter, interest would be calculated as per the Trust Deed dated
27 April 2011 entered between the Company, The Tata Power Company Limited and The Bank of
New York Mellon, London Branch, The holding company has agreed to guarantee the above

notes,

12. OTHER PAYABLES

2012 2011
usDh usp
Accruals 1,541,850 26,100
Interest on loan from shareholder/related parties 966,552 4,440,790
Other payables to related parties - 16,006,190
Expenses incurred by related parties on behalf of the 22,752,859 22,637,518
Company . '
Other payables to shareholder 633,227 620,008
25,894,488 37,730,606

Payments of the interest on loans are made as and when required. Expenses incurred by related
parties on behalf of the Company are unsecured, interest free and made as and when required.
The Company ensures that all payables are paid within agreed timeframe.
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13, SHAREHOLDER’S LOAN
' 2012 2011
[851) . UsD
Opening balance 273,000,000 273,000,000
Loan repayment (73,000,000 -
Closing balance 200,000,000 273,000,000

14.

15,

On 25 September 2007, the Company received an unsecured long term loan of USD27;3,000,000
from the shareholder,

Interest payment in respect of the loan shall be the amount available for payment as reduced by
repayment of principal of any another loan and interest required to be paid by the Company and
prepayments of any other loan, operating expenses and faxes if any.

The balance thereafter available shall be paid as interest by the Company calculated at 7% per
annum subject to a limit of 50% of the amount available for payment after meeting the above
requirements. However, further to an amendment to the Joan agreement dated 22 February 2008,
the interest terms were amended with retrospective effect as follows:

. First 24 months (July 2007 to September 2009) - 0% per annum

* Next 12 months (July 2009 to September 2010} - 2.5% per annum

° Thereafter - 5% per annum

Atany time during the term, the shareholder shall at its sole discretion have the option to convert alt
or part of the facility into either the equity share capital of the Company or subscribe to Non
Cumulative Redeemable Preference Share issued by the Company. Upon the exercise of the
Conversion Right by the shareholder, the Company shall immediately issue such number of shares

as may be necessary to effect the conversion,
Following a Subordination Agreement dated 23 April 2008, payment and receipt of any amount

between the Company and the shareholder s not permitted until the end of the subordination
period other than a pern:utted payment as defined in the agreement and amendment letter dated 7.

January 2009. ,
Subsequently, the Company and the sharchoider agreed that the repayment terms be amended
with effect from 1 January 2009 and the Ioan would now be repaid at a date that is reasonably
agreed between both parties instead of 31 December 2021.

On 30 September 2011, the Company has agreed to repay the loan in tranches by 22 September
2016 or such other date as may be agreed. The Company made a partial repayment of the
shareholder loan amounting to USD73M during the year

DIVIDEND INCOME
PT Kaltim Prima Coal 2012 . 2011
) UsD UusD
Dividend income net off against loan due 89,100,000 -
Withholding tax 9,900,000 -
Dividend income 99,000,000 -
PT Arutmin Indonesia . 2012 -2
‘ ‘ - UsSD UsD
Dividend income net off against loan due 24,646,190 -
Dividend income net off against interest due 1,003,810 -
Withholding tax 2,850,000 -
Dividend income 28,500,000 -
SERVICE FEE INCOME

The Company receives service fee income from KPC amounting USD 1,000,000 per month.
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16,

17.

18,

19.,

20.

OTHER INCOME

The Company entered into an accounts receivable servicing agreement dated 7 November 2011 -
pursuant to which the Company has been engaged by Bhivpuri to facilitate and assist in
collecting the accounts receivable and interest receivable of Bhivpuri. The Company is entitled
to a fee equal to 44% of the interest receivable collected by the Company and a one-off service

fee of USD20,000.
The other income earned for the year ended 31 March 2012 arose on settlement of claims on

" “sale and purchase of shares” agreement dated 30 March 2007 between The Tata Power

Company (f.he “shareholder”} and PT Bumi Resources, The shares acquired by the shareholder
were then novated to the Company, under a novation agreament dated 27 June 2007.

RESEARCH AND DEVELOPMENT COSTS

The Company entered into a memorandum of understanding dated 9 September 2010 (MOU)
pursuant to which it has agreed to provide funding for the development of prototype of a
generator. The Company intends to provide funding aggregatmg usbz, 000 000 over the
program duration of 24 months.

The Company paid USD900,000 towards program ﬁmdmg which was expensed dunng the
year under review. As at 31 March 2012, the Company has provided fundmg aggregating

USD1,440,000 towards the program.

SERVICE FEE EXPENSE

Pursuant to Procurement Services Agreement dated 26 August 2011 entered into between the
Company and its holding Company, The Tata Power Company Limited, the latter provides the

. Company expert services such as capital raising, mine acquisition, currency and interest rate

markets. The Company pays service fee expense at an howrly rate of INR 6,050 plus a 15%
markup plusg service tax,

GUARANTEE COMMISSION

Guarantee commission represent arm’s length fees payable to the holding company for écﬁng as
guarantor to issue of subordinated notes contracted by the Company. (see Note 11}

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 equivaient 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. '
For the year under review, no provision for tax has been made in the financial statements, The
accumulated tax losses for the year ended 31 March 2012 wasy NIL (31 March
2011:USD37,261,631).

2012 2011

: UsD UsD
Profit / (loss) before taxation 82,774,091 {(9,827,765)
Tax at the applicable rate of 15% 12,416,114 -{1,474,165)

Tax effect of

- Exempt income  (5454) -
- Other allowable expenses {5,323,125) -
-Non allowable expenses 6,979,930 527,086
-Withholding tax suffered 13,950,000 1,200,000
-Tax losses {utilised) / not yet utilised (5,589,245) 947,079
-Tax credit (8,478,220) -

13,950,000 1,200,000
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21, RELATED PARTY TRANSACTIONS .
During the period from 1 April 2011 to 31 March 2012, the Company transacted with related partes.
Details of the nature, volume of transactions and the balances with the related parties are as follows:

2012 2011
{a) Transactions usp - UsD
Amount incurred to International Financial Sevvices Limited .
Director fees ‘ " 3,750 3,750
Secretarial fees ‘ 1,500 1,500
Administration and disbursements ' 88,759 67,040

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

conditions. '
2012 2011
usD usD
The Tata Power Company Limited
Interest on Joan 13,596,943 12,114,375
Interest paid : 17009444 10408,125
Guarantee commission 1,257,534 -
Service fee 2,881,571 620,008
Loan repaid - 73,000,000 -
Khopoli Investments Lintited ("Khopoli®) :
Interest on loan 6,232,377 7,090,789
Repayment of loan 42,895,266 - 1,153,485
T0an received - 145,000 -
Interest paid 6,209,361 7,121,069
Expenses paid on behalf of Khopolt 176,332 -
Bhivpuri Investments Limited (“Bhivpuri”) '
Interest expense on loan from Bhivpuri 382,795 3,446,255
Interest income on loan to Bhivpuri 10,144,932 -
Expenses paid on behalf of the Company ' 115341 1,581,804
Other income 3,349,296 -
Loan received 1,250,000 19,234,554
Loan repaid 97,618,388 21,766,166
Loan given 178300,059 -
Interest paid 1,151,850 - 3,694,900
Loan repayment received 41,055,001 -
PT Kaltim Prima Coal .
Interest on loan 735,503 -
. Loan received 34,800,000 -
Interest paid 381,109 ) -
Service fee 12,000,000 12,000,000
Dividend income 99,000,000 -
Loan from PT Arutmin Indonesia .
Interest on loan 326,907 -
Loan recetved 6,496,189 -
Dividend income 28,500,000 -
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21. RELATED PARTY TRANSACTIONS (CONTINUED)
{b) Balances 2012 2011
UsD usD
Amount due to related parties
. Long term loan 325,850,003 457,563,261
Interest acerued on long term and short term loan 966,552 1,028,290
Legal and professional fees paid on behalf of the Company 22,752,859 22,637,518
Short term loans 41,296,189 -
Other payables - 10,006,190
Antount due fo shareigélder :
Short term loan 200,000,000 273,000,000
Interest accrued on loan - 3,412,500
Other payables 633,227 620,008
Amount due from related parties
Service fee income 900,000 1,800,000
Long term loan 137,245,058 -
Interest on long term loan 5,907,646 -
Expenses paid on behalf of reIated parties 176,332 -
Compensation to key management personniel
No compensation has been paid to key management personnel durlng the year ended 31 March 2012
(2011: USDNIL).
22,  FINANCIAL INSTRUMENTS AND ASSOCIATED ,RISKS

Capital risk management

The Company manages its capital to ensure that the Company will be able to continue as a geing
concern while maximizing the return to shareholder through the optimization of the debt and equity

balance.

The capital structure of the Company consists of net debt, which includes loans from related parties
and shareholder (offset by cash and cash equivalents), subordmated notes and equity, comprising of

stated capital and retained earnings.

Gearing ratio

The gearing ratio at the year end was as follows: .

Debt (i)
Cash and cash equivalents
Net debt

Equity
Reserves

Net debt to equity ratio

(i) Debt is defined as long and short term borrowings.

2012 2011
UsD USD
1,027,700,921 730,563,261
{211,659,871) (85,582)
816,041,050 730,477,679
1,000,000 1,000,000
17,760,522 (51,063,569)
18,760,522 {50,063,569)
4,350% (1,459%)
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22, FINANCIAL INSTRUMENTS AND ASSOCIATED RISKS (CONTINUED)

Significant accounting policies

Details of the significant accounting policies and metheds 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

2012 2011
Ush usD
Financial assets
Loans and receivables {including cash and cash equivalents) 356,011,215 1,885,582
Financial labilities ‘
Amortised cost . . 1,053,595,409 768,293,867

Prepaym.ents amounting to USD2,188 (2011: USD 2,188} have not been included in financial assets.

Financial risk management

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 invests. The following is

a summary of the main risks:

(1) Currencyrisk

All the Company’s financial assets and liabilities are denominated in United States Dollar and
consequently, the Company is ndt exposed to major foreign currency risk.

The Company has invested in joint venture entities incorporated in Indonesia. Since the main
operations, revenues and bulk of the expenses of the joint venture entities are driven by the global
market and the United States Dollar, the Company is not exposed to significant foreign cuurency risk.

(i) Interestrate risk

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

All investments are financed by loan from related parties and the shareholder and proceeds from
subordinated note. The Company’s financial assets, except trade and other receivables, and financial
Habilitles, except other payables, are non-interest-bearing. As such, the Company is subject to
significant risk due to fluctuations in the prevailing levels of the market interest rates. Interest income
from bank deposits may fluctuate in amount, in particular due to changes in the interest rates.

Interest expense on loan from related party may fluctuate in amount, in particular due to changes
in the LIBOR Rate. The impact of a 5% fluctuation In the interest rates on loan from related parties

and shareholder would be as follows:

5% increase 5% decrease 5% increase 5% decrease

2012 . 2012 ) 2011 . 2011

LISD denominated UsD usD UshD usD
Interest on loan 1,063,876 - 1,063,876 (1,132,571} 1,132,571

Effect on profit before tax 1,063,876 ‘ 1,063,876 {1,132,571) 1,132,571
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22,

FINANCIAL INSTRUMENTS AND ASSOCIATED RISKS {CONTINUED)

Bank interest income may fluctuate in amount, in partieular due to changes in the interest rate.
The impact of a 5% fluctuation in the interest rates on bank interest incore would be as follows:

5% increase 5% decrease 5% increase 5% decrease

2012 bo2012 ©o2011 2011

USD denominated ' . UsD ‘ usD UsD UsD
Bank interest income 173,214 - 173,214 - -
Effect on profit before tax 173,214 173,214 - -

Interest income from related party may fluctuate in amount, in parlicular due to changes in the
LIBOR Rate. The impact of a 5% fluctuation in the interest rates on loan to related party would be

as follows:

5% increase 5% decrease 5% increase 5% decrease

2012 2012 2011 . 2011

USD denominated UsD UsD UsD usD
Interest income on loan 507,247 507,247 - -
Effect on profit before tax 507,247 507,247 - -

(iit) Credirt risk
The Company takes on exposure to credit risk, which is the risk that counterparty will default on
its contractual gbligations resulting in financial loss to the Company. :

Financial assets that potentially expose the Company to credit risk are listed below:

Carrying Amount 012 2011
Ush - UsD

Loan receivable 137,245,058 -
Interest receivabie on loan 5,907,646

Other interest receivable 122,308 -
_Service fee receivable 900,000 1,800,000 ‘
Expenses paid on behalf of related parties 176,332 -

. 144,351,344 1,800,000

All of the above are due from related companies.” As such, directors believe exposure to creditrisk to
be minimai. .

The extent of the Company's exposure to credit risk in respect of these financial assets approximates
their carrying values as recorded in the Company's statement of financial position.

(v} Liguidity risk 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 Ditectors 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
matchmg the maturity profiles of financial assets and liabilities.

Liguidity and interest risk tables .

* The following table details the Company's remaining coniractual maturity for its non-

derivative financial labilities. The tables have been drawn up based on the undiscounted cash
flows of financial liabilities based on the earliest date on which the Company can be required to
pay. The table includes both interest and principal cash flows,
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22, FINANCIAL INSTRUMENTS AND ASSOCIATED RISKS (CONTINUED)

)

Less than 5+ years Total
1 year
Ush ush UspD
2012 2012 2012
Financial assets )
Non-mterest bearing 7,106,286 - 7,106,286
Variable interest rate mstruments 211,659,871 137,245,058 348,904,929
218,766,157 137,245,058 356,011,215
Financial liabilities
Non-interest bearing 25,894,488 T 25,894,488
Variable interest rate instruments 41,296,189 325,850,003 367,146,192
Fixed interest rate instruments 200,000,000 460,554,729 660,554,729
267,190,677 786,404,732  1,053,595,409
Less than 5+ years Total
1 year
usp usp Jsh
2011 2011 2011
Einancial assets -
Non-interest bearing 1,800,000 - 1,800,000
Variable interest rate instruments 85,582 - 85,582
1,885,582 - 1,885,582
Financial liabilities
Non-interest bearing 37,730,606 - - 37,730,606
Variable interest rate instruments - 457,563,261 457,563,261
Fixed interest rate instruments 273,000,000 - 273,000,000
' 310,730,606 457,563,261 768,293,867

Fuir values

The fair value of other financial assets and liabilities is determined in accordance with generally
accepted pricing models, based on discounted cash flow analysis using prices from observable
current market transactions and dealer quotes for similar instruments.

The Company’s other financial assets and Habilities include cash and cash equivalents, loan -
to/from related parties, loan from shareholder and accruais, The carrying amounts of these
assets and liabilities approximate their fair values.

. 23, 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.
24, NON COMPLIANCE WITH INTERNATIONAL ACCOUNTING STANDARDS (IAS) 31
INTERESTS IN JOINT VENTURES
IAS 31 requires a parent company that hoids investments in joint ventures to present financiai
statements that are either proportionately consolidated or to apply the equity method for accounting
its interests. The parent company is exempted from this requirement if it satisfies all the conditions
available under paragraph 3(c) of IAS 31. However, the Company has not proportionately
consolidated or applied equity method for accounting its joint ventures in these financial statements

which are being presented on a standalone basis.
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25,

26.

27

GOING CONCERN : , ,
At 31 March 2012, the Company had net current labilitles of USD4$,422,332 {31 Mar 2011:
USD308,842,836). 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 iis assets and discharge its liabilities in the normal course of business.

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

The holding company has confirmed that it would continue to provide its financial support to the
Company for at least the next twelve months starting from the date of approval of the fmanc;al
statements,

_ CONTINGENCIES AND COMMITMENTS

Contingencies
The Company’s share of claims arising on its interests in joint ventures as at 31 March 2012 are
detailed below:

{fy PT Arutmin Indonesia

PT Arutmin Indonesia is contingently liable for various claims from third parties arising in the
ordinary conduct of business which are either pending result or are being processed by the court
and not presently determinable. The outcome of which could be substa.ntlaI is offset of royalty
with VAT Input of approxmately US$ 345.06m.

(i) PT Kaitim Prima Coal

PT Kaltim Prima Coal is contingently liable for various claims from third parties arising in the
ordinary conduct of business which are either pending result or are being processed by the court
and not presently determinable. The outcome of which could be substantial are:

a. Offset of royalty with VAT Input approximately US§ 763.53m
b. Claim from Thiess for escalation rate dispute approximately US$ 22.3m

The directors consider that no liabilities will arise as the probability for default in respect of the
contingent Habilities is remote.

Commitments -
As of 31 March 2012, the Company had not entered into any capital commitment,

EVENTS SUBSEQUENT TO THE REPORTING DATE

On 6 April 2012, the Board of Directors approved the Company entering into an Settlément
Agreement pursuant to which the Company would be required to pay USD1,500,000 to Crystal
Aquamarine B.V. and Cedrim Holding B.V (“Investors”) both companies incorporated under
the Iaws of Netherlands..Subsequent to the reporting date, the Settlement agreement has been
signed and the amount of USD1,500,000 has already been paid to the Investors.

On 2 April 2012, the Board of Directors approved the Company entering into a Subcontracting
Agreement with Khopoli Investments Limited (“Khopoli”), a related company pursuant to
which the Khopoli would subconiract management support services to the Company,
Subsequent to the reporting date, the Subcontracting agreement had not been entered,

On 29 February 2012, the Board of Directors approved the Company entering into an Inter
Corporate Loan Agreement with The Tata Power Company Limited (“Tata Power”), the
shareholder, pursuant fo which Tata Power had agreed to provide the Facility to Khopoli and
had requested the Company to pay USD200M to Khopoli on its behalf. The Company 5 own
obligation to Tata Power would stand extinguish to that exfent at the date of signing the
agreement, Subsequent to the reportmg date, the Inter Corporate Loan Agreement had not

been entered,
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Year ended Exchange Amount Year ended Exchange Amount
31 March, 2012 Rate 31 March, 2011 Rate
usp INR Uso [NR
INCOME
Dividend Income 127,500,000 47.95 8,113,625,000 0 45.58 0
Bank Interest income 3,464,287 47.95 166,112,562 0 4558 o
Interest inceme on Loan 10,144,932 47.95 486,449,489 0 45,58 0
Service fee 12,000,000 47.95 575,400,000 12,000,000 45,58 546,960,000
Other income 3,349,296 47.95 160,598,743 4,666,156 45,58 212,227,590
Net foreign exchange gain 465 47.95 22,297 0 45.58 ¢
Total income 156,458,980 7,502 208,091 16,656,158 759,187,580
OPERATING EXPENSES
License fees 1,750 47,95 83,913 1,750 45.58 79,765
Director fees 3,750 47.95 179,813 3,750 ' 45.58 170,925
Secretarial fees 1,600 47.95 71,925 1,500 45.58 68,370
Administration expenses 87,450 47.95 4,193,228 65,148 45,58 2,969,446
Service fee 2,881,571 47.95 138,171,329 620,008 45.58 28,259,965 -
Audit fees 18,075 47.95 866,696 17,250 45.58 . 786,255
Bank charges 14,855 47.95 712,297 S 29013 45.58 132,775
Disbursements 1,309 47.95 62,767 1,892 45.58 86,237
Registration charges 0 47.95 0 5,000 - 4558 227,800
Interest on loan 21,277,526 47.95 1,020,257,372 22,651,419 45,58 1,032,451,678
Legal and professional fees 2,081,679 47.95 142,871,508 1,884,045 45,58 85,874,771
Amortisation of transaction cosis ?,ft09,395 47.95 355,280,490 689,246 45.58 31,415,833
Amortisation of Subordinate Note 35,348,495 4785 1,694,860,335 o 45.58 0
Research and development Costs 900,000 47.95 43,155,000 540,000 45,58 24,613,200
Guarantee Commission 1,257,634 47.95 60,298,755 0 45,58 0
Settlement Fee 1,500,000 47.95 71,925,000 0 45,58 0
Total expenditure 73,684,889 3,533,190,428 26,483,921 - 1,207,137,119
OPERATING PROFIT / (LLOSS) BEFORE TAX 82,774,001 3,869,017,663 -9,827,765 -447,949,529
Taxation . =13,950,C000 47,95  -668,902,500 -1,200,000 45.68 -54,686,000
PROFIT / (LOSS} FOR THE PERIOD 68,824,091 3,300,115,163 -11,027,765 -502,645,520




BHIRA INVESTMENTS LIMITED

BALANCE SHEET AT 31 MARCH 2012

Total equity and iabilities

As at Exchange Amount As at Exchange Amount
31 March, 2012 Rate 31 March, 2011 Rate
usb INR Uso INR
ASSETS
Non cuirent assefs
Interest in Joint Ventures 716,342,528 51.19 36,669,574,008 716,342,528 44.67 31,999,020,726
Loan to Related Party 137,245,058 51.19 7,025,674,519 0 44.67
853,687,586 43,695,148,527 716,342,528 31,999,020,726
Current Assels ‘
Trade and olher recievables 7,108,474 51.19 363,882,784 © 1,802,188 44 67 80,503,738
Cash and cash equivalents 211,659,871 51.19 10,834,868,796 85,582 44.67 3,822,948
Exchange fluctuation reserve ) - 117,424,000 ) 13,899,585
218,768,345 11,316,175,581 1,887,770 98,326,271
Total assets 1,072,355,931 55,011,324,108 718,230,298 32,097,348,097
EQUITY AND LIABILITIES
" Capital and reserves :
Stated capital 1,000,000 41.00 41,000,000 1,000,000 41.00 41,000,000
Retained Earnings {Accumulated losses) 17,760,522 1,036,775,122 -51,063,569 -2,263,340,042
7 18,760,522 1,077,775,122 -50,063,569 -2,222.340,042
Non current liabilities
Lean from related party 325,850,003 51.19 16,680,261,654 457,563,261 44 67 20,439,350,869
Subordinated Notes Due 2071 460,554,729 51.19 23,675,796,578 0 44 87 4]
786,404,732 40,256,058,231 457,663,261 20,439,350,869
Current liabilities
Other Payables 25,894,488 51.19 1,325,538,841 37,730,606 44 67 1,685,426,170
Loan From Related Parties 41,296,189 51.19 2,113,951,915 0 44.67 0
Shareholder's [oan 200,000,000 51.19 10,238,000,000 273,000,000 44.67 12,184,910,000
267,190,677 13,677.490,756 310,730,606 13,880,336,170
1,072,355,931 55,011,324,108 718,230,288 32,087,346,997
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BHIRA INVESTMENTS LIMITED
CASH FLOW STATEMENT
FOR THE-YEAR ENDED 31 MARCH 2012

Yearended  Exchange Amount Yearended  Exchange Amount
31 March, 2012 Rate 31 March, 2011 Rate
UsD INR uso INR

Cash flows from operating actlvities

Operating profit /foss) before tax 82,774,091 47.95  3,969,017,663 -8,827,765 45,58  -447,949,529
Adjustments for; :

Bank Interest Income -3,464,287 47.95 -166,112,662 0 45.58 0
Expenses paid By related Company ) o 1,581,804 45.58 72,008,626
Interest Income on Loan -10,144,932 47.95 -486,449,489 o] 45.58 0
interest on Joan 21,277,526 4795  1,020,257,372 22,651,419 4558 1,032,451,678
Amortisation of transaction costs 7,409,395 47.95 355,280,490 689,248 4558 31,415,833
Amortisation of Subordinated Nole 35,348,495 47.95  1,604,960,335 0 45 58 0
Dividend Income - -123,646,180 47.95 -5,928,834,811 ] 45.58 0
increasef{Decreases) in Trade Receivables ) 723,668 47.95 34,699,881 0 45,58 0
Increase/(Dacrease) in payables -8,361,880 47.95 -400,952,146 10,623,322 45.58 484,211,017
Cash generated from operating activities 1,915,886 - 91,866,734 25,718,026 1,172,227,625
Withholding tax suiffered -13,950,000 47.95 -668,902,500 -1,200,000 45.58 -54,6886,000
Net cash generated from operating activities -12,034,114 -577,035,766 24,518,026 1,117,631,626
Cash flows from Investing activities

Purchase of Investments 0 47.95 0 -2,331 45.58 -106,247
Net cash generated from Investing activitles 0 0 -2,331 -106,247
Cash flows from financing activities

Interest paid -24,751,764 47.95 -1,186,847,084 -21,224,004 4588  -0B87,394,205
Interest on suberdinated Note -19,125,000 47.95 -917.043,750 0 45.58 0
Bank Inierest Received 3,341,980 47.95 160,247,941 0 45.58 0
Interest Received on Loan 4,237,286 47.95 203,177,864 0 45.58 0
Loan from related parly 166,337,379 47.95 7,975,877,323 19,234,554 4558 876,710,971
Loan repaid to related parly -140,517,654 47.95 -6,737,821,509 -22,919,651 4558 -1,044,677,693
Loan {o Related party -178,300,059 47.95 -8,549,487,829 0 45.58 0
Loan Repaid by Related party 41,085,001 47.95  1,968,587,208 0 45.58 0
Loan Repaid to sharehoider -73,000,000 47.65 -3,500,350,000 0 45.58 0
Issue of subordinated Note 444,331,234 47.95 21,305,682,8670 Q 45.58 0
Exchange fluctuation 686,058,691 123,333
Net cash generated from financing activities 223,608,403 11,408,081,615 -24,909,191 -1,135,237,5083
Net {decrease)fincrease in cash and cash equivalents 211,674,289 10,831,045,849 -393,496 -17.812,215
Cash and cash equivalents at the beginning of the year 85,582 3,822,948 479,078 21,635,162
Cash and cash equivalents at the end of the year 10,834,868,796 85,582 3,822,948

211,669,871




