Guru & Ram
Charmred Accountants

AUDITOR’S REPORT TO THE MEMBERS OF

SAI REGENCY POWER CORPORATION PRIVATE LIMITED

We have audited the attached Balance Sheet of Sai Regency Power Corporation
Private Limited, as at 31% March 2010 and also the Profit and Loss Account and the Cash
Flow Statement for the year ended on that date annexed thereto. These financial statements
are the responsibility of the Company’s management. Our responsibility is to express ai
opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in
India, Those Standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

As required by the Companies (Auditor’s Report) Order, 2003 issued by the Central
Government of India in terms of sub-section (4A) of section 227 of the Companies Act 1956,
we enclose in the Annexure a statement on the matiers specified in paragraph 4 & 5 of the
said Order.

Further to our comments in the Annexure referred to above, we report that:

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

ii. In our opinion, proper books of account as required by law have been kept by the
company so far as appears trom our examination of those books;

. The Balance Sheet and Profit and Loss Account dealt with by this report are in agreement
with the books of account;

iv. In our opimon, the Balance Sheet and Profit and Loss account dealt with by this report
comply with the accounting standards referred to in sub-section (3C) of section 211 of the
Companies Act, 1956;

v.  On the basis of written representations received from the directors, as on 31° March 2010,
and taken on record by the Board of Directors, we report that none of the directors is
disqualified as on 31™ March 2010 from being appointed as a director in terms of clause
(g) of sub-section (1) of section 274 of the Companies Act, 1956;
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vi.

In our opinion and to the best of our information and according to the explanations given
to us, the said accounts give the information required by the Companies Act, 1956, in the
manner so required and give a true and fair view in conformity with the accounting
principles generally accepted in India:
a)  In the case of the Balance Sheet, of the State of Affairs of the Company as at 31
March 2010;
by  Inthe case of the Profit & Loss Account, of the Prefit for the year ended 31" March
2010; and
¢) In the case of Cash Flow Statement, of the Cash Flows for the year ended 2
March 2010.
Place: Chennai for Guru & Ram
Date: 19.05.2010 Chartered Accountants

Registration No.: 0097235

Membership No.: 025549



Guru & Ram

Chartered Accountants

ANNEXURE TO THE REPORT OF AUDITORS

Al REGENCY POWER CORPORATION PRIVATE LIMITED

i. (a) The company has maintained proper records showing full particulars inciuding
quantitative details and situation of fixed assets,

(b) In our opinion, the frequency of verification is reasonable having regard to the size of the
company and the nature of its assets. No significant discrepancies were noticed on such
verification.

(¢) Based on our scrutiny of the records of the company and the information and explanations
received by us, we report that there was no sale of fixed assets during the year. Hence, the
question of reporting whether the sale of any substantial part of fixed assets has affected
going concern of the company does not arise.

ii. (a) The management has conducted physical verification of inventory at reasonable intervals.

(b) The procedures of physical verification of inventory followed by the management ar¢
reasonable and adequate in refation to its size of the company and nature of business,

(¢) The company has maintained proper records of inventory, No material discrepancies were
noted on physical verification of stocks as compared to book records.

iit. (a) The Company had not given any loan, secured or unsecured, to companies, firms or other
parties covered in the register maintained under section 301 of the Companies Act. 1956.
Accordingly, the requirements of clauses i (b), iii {c) and iii (d) of paragraph 4 of the
Companies (Auditor’s Report) Order, 2003 are not applicable to the Company.

(¢) The company had taken loan from one company covered in the register maintained under
section 301 of the Companies Act, 1956, The maximum amount putstanding during the
year was Rs. 300.00 Lakhs and the year end balance of loan taken from such party is Rs.
Nil.

(f) In our opinion and according 1o the information and explanation available to us, the rate
of interest and other terms and conditions of which the loans have been taken from
companies, firms or other parties listed in the registers maintained under section 301 of
the Companies Act, 1956 are not, prima facie, prejudicial to the interest of the Company.
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iv,

Vi,

vit,

viit.

(2) The Company is reguiar in repaying the principal amounts as stipulated and has been
regular in the payment of interest.

In our opinion and according to the information and explanations provided to us, there are
adeguate internal control procedures commensurate with the size of the company and nature
of business with regard to purchase of inventory and fixed assets and for the sale of goods,
During the course of audit, we have not observed any continuing failure to correct major
weaknesses in internal controls.

. (a) Based on the audit procedures applied by us and according to the information and

explanations provided by the management, we are of the opinion that the transactions
made in pursuance of contracts or arrangements, which needed to be entered in the
register maintained under section 301 of the Companies Act, 1956 have been so entered.

(b) In our opinion and according to the information and explanations given to us, the
transactions made in pursuance of contracts or arrangements entered in the register
maintained under section 301 of the Companies Act, 1956 and exceeding the value of Rs.
5,00,000/- in respect of any party during the year have been made at prices which are
reasonable having regard to prevailing market prices at the relevant time.

Based on our scrutiny of the company’s records and according to information and
explanations provided by the management, in our opinion, the company has not accepted any
public deposits so far upto 31% March 2010,

In our opinion, the company has an internal audit systemn commensurate with the size of the
company and the nature of its business.

The Central Government has prescribed maintenance of cost records under section 2001 d
of Companies Act in respect of the business of generation and sale of energy, and in our
opinion and on the basis of broad examination of such records, the Company is maintaining
such cost records, which adequately reflect the cost of operations of the Company .

(a) According to the records of the company, the company is regular in depositing with
appropriate authorities undisputed statutory dues including Provident Fund, Income Tax,
and other statutory dues applicable to it. No undisputed amounts payable in respect of
Provident Fund, Income Tax, Wealth Tax, Service Tax, Sales Tax, Customs Duty and
other statutory dues were outstanding as at 3 {5 March 2010 for a period exceeding six
months from the date they became payable.




(b) According to the information and explanations given to us, the dues in respect of sales
tax, income tax, customs duty, wealth tax and other statutory dues that have not been
deposited with the appropriate authorities on account of dispute as at 31* March 2010
and the forum where the disputes are pending are given below:

Nature of Financial year to | Forum where Dispute is Amount
Dues which the matter | Pending
pertains {Rs.)
Income Tax 2005-06 { Commissioner of Income Tax | 2,70,320/-
; (Appeals)

x. The Company does not have any accumulated losses as at the year end, and has not incurred
any cash loss during the financial year and in the immediate preceding previous year.

xi. Based on our audit procedures and on the information and explanations given by the
management, we are of the opinion that the company has not defaulted in repayment of dues
to financial institutions.

xit. According to the records of the company, the company has not granted any loans and
advances on the basis of security by way of pledge of shares, debentures or other securities.

xiit. The company is not a Chit Fund / nidhi / mutual benefit fund / society. Accordingly, the
requirements of para 4 (xiii) of the Order do not apply to the company. )

xiv. According to the information and explanations given to us by the management, the company
is not dealing or trading shares, securities, and or debentures and other investments.

xv. According to the records of the company and the information and explanations provided by
the management, the company has not given any guarantee for loans taken by others from
banks or financial institutions.

xvi. According to the records of the company. the term loans obtained by the Company have been
applied for the purpose for which they were raised.

xvii. According to the information and explanations given to us and on an overall examination of
the balance sheet of the company, we report that no funds raised on short term basis have
been used for long term investment by the company and vice-versa,




xviil.

XiX.

XX,

XX1.

According to the records of the company and the information and explanations provided by
the management. the company has not made any preferential allotment of shares to parties
and companies covered in the register maintained under section 301 of the Act.

According to the records of the company, the company has not issued any debentures.

According to the information and explanations given to us, the company has not raised any
money by public issues during the period covered by our audit report.

Based upon the audit procedures performed and information and explanations provided by
the management. we report that no fraud on or by the company has been noticed or reported
during the course of our audit.

Place: Chennai For Guru & Ram,
Date; 19.05.2010 Chartered Accountants
Registration No.: 0097238
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$ai Repency Power Corporation Private Limited
Hatance Sheet as at March 31, 2050
AT umounts in Indian rupees, sxcept share data and where otherwise stated}

As at March 31,

As at March 31,

Sehedule 2010 2009
SOURCES OF FUNDS
Shareholders' Funds
Share Capitat 1 167,200,000 167,200,000
Share Application Money 201,100,751 201,100,751
Reserves and Surplus 2 716,454,269 243 231,168
1,084,7535,020 611,531,919
Loan Funds
Secured Loans 3 £, 304,724 831 1,538,060,679
Unsecured Loans 4 138,229,158 159,729,150
1,442 953,989 1,667,789 3829
2,527,7095,00% 2,30%,321,748
APPLICATION OF FUNDS
Fixed assets 5
Grass block 2,288,912,782 2,209,329 398
Less: Accurnulated depreciation 325,614,593 213,333,067
Net block 1,563,298,189 1,995,096 831
Capital work-in-progress {including capital advances) - 263317
1,963,298,189 1,996,260,348
Current Assets, Loans And Advances
Inventories 6 87,056,009 47,529,877
Sundry debtors 7 236,079,974 213,652,751
Cash and Bank Balances § 137,766,373 55,581,646
Loans and Advaness 9 154,083,525 57,891 387
614,985,881 374,655,661
Less : Carrent Lishilities And Provisions 10
Cureent Liabsifities 35.446,883 $7.101,005
Provisions 15,128,248 4493256
50,575,061 61,594,261
Met Current Assels 564,410,820 313,061,400
2,527,709,009 1.309,321,748
Statement on Sizgificant Accounting Policies and notes ty
accounts 16

The Scheduies refirred above and the notes fomning part of

accounts form an integral part of Balance Sheet.

This is the Balance Sheet referred 1o in owr report of even date,

Jfor Gure & Ram
Chartered Accountant

Firm Repistration No 097238

Mace © Chennal

Date: {9} ,of 2.010

For and on beha!f of the Board

\,.,-Ell [_x LA (,\WL'* .

Abiwl Gafoor Mohammad

Company Secretary

Place: Hyderabad

Date: \O‘ 0% .ot




Sai Regency Power Corporation Frivate Limited
Profit and Lass Accouns for the yesr ended March 38, 2010
{AH amounts in Indian rpees, except share data and where otherwise stated)

Schedute For the year ended  For the year ended
Marek 31, 2010 March 31, 2009
Tncome
Sale of Electricity 1313,570.596 1,018,402.876
Qther lncome il 8,182,005 2,061 659
1,321,752.691 1,020,464,529
Expenditure
Eleutricity generation expenses 12 471,667,443 402,524,132
Personned expenses i3 9,766,728 9,424,842
Administration and Other expenses 14 102,194 935 99,771,738
Finance Charges 15 171,646,384 223,435,120
Depreciation 5 112,281,525 112,165,240
867,557,015 847, 721073
Net Profit/ (foss) before tax 454,195,676 172,743,456
Prowision for Tax
- Currem 77318215 20,034,394
- Fringe Benefit Tax - 220,008
- Mat Credit Entitlerment (56,345,644 -
Net Profit/ (loss) after {ax 473,223,161 152,489,054
Balance in profit and loss account brought forward 243,231,168 90,742,114
Balance in profit and loss account carried forward 716,454,269 243,231,168
Earnings per share.par value of Rs.10 per share 16
Chass A - Basic & diluted 40681 4001
Class B - Basic & diluted 38.29 12.34
Statement on Significant Accounting Policles and
Moes to Accounts 16

The Schedules referred above and the notes forming
part of accounts form an integral part of Profit and
Loss account,

Jor and on behalf of the Board

for Guru & Ram
Chastered ACCOUnt;

“Partner :
Membership No.025549
Firm Registeation No.097238

Date: 1% 05 2010
Place : Chennai Abdul Gafoor Mohamm:
Comapasy Secretary

Date: 1105 2o
Place : Hyderabad



Sai Regency Power Corporation Private Limited
{AH amounts in fndian rupees, except share data and where otherwise stated)

Cash Flow Statement for the yedr ended March 37, 2010

A. Cash Flow from Operating Activities

Net Profit before Taxation

Adjustments for:

Depreciation

Interest Income

Interest Expenditurs

Preliminary Expenses written Off

Loss on Sate of Asset

Operating Profit before Worldng Capitat Chunges
Adjustments fors

(Increasey Decresse in Invettorias

Inerease tn Sundey Debtors
IncreasePecrease ) in Loans and Advances
(IncreaseyDecrease in Current Linbilitics
Cash Generated from Operations

Incoms Tax Paid - Net

Net Cash from Ogperating Activities

B, Cash Flow from Investing Activifies

Plurchase of Fixed assets(ineluding vapital wosk in progress)
Sale of fixed assets

Iiterest Received
Net Cash from/(used in} Investing Activities

C. Cash Flow fram Finawscing Activities

Irterest Paigd
Proceeds from Borrowings
Repayment of Loans

Net Cash from (used in) Finaneing Activities

Net Increase/{Decrease} in Cash and Cash Equivalents
Cashk and Cash Equivalent - Opening Balance
Cash and Cash Equivalent - Closing Balance

Cash and Cash Equivalents at the ead of the period
Cash in Hand

Balances with Scheduled Banks ¢
imCorrent Accounts
i’ Depasit Accoonts

Jor Gurs & Ram

Chantered Accountants

Firmi Registration No 097238

Place | Chenmai
Date: |9 0% 2D

Ay at March 31,

As at March 34,

2010 2009
454,195 676 172,743 456
112.281,5725 112,165,240

{6,814.792) (2,055,200
171,646,384 223,346,597
328,140
. 4,752
131,308,793 506,528,976
(39.526,132) 1,820,949
(22,427.223) (85,737,048)
(80,125) (6,550,240)
(21,359 0%1) 1,049,514
647,916,203 417112988
(66,974,964) (18,276,584}
86,941,299 398,835,567
(719,319,366) (42,489,297}
. 13,200
7,045,058 1237318
(72,274,308 (1,358,579
172,587,694 (223,787,949}
- 1,227.170.838
(253,893,529 (1,513,483,097)
(426,482,229 (310,164,208}
2,184,727 47,476,580
55,581,646 8105066
137,766,373 55,581,646
252.94% 29,693
19,185,178 5,437,373
118,328,257 50,054,586
137,766,373 55,541,646

Jor and on behalf of the Board

DHreator

\,w_.j\ ‘\ib,i.i C\

Abdu! Gafpor Mohammad
Company Secretary

Place; Hyderabad

Dae. 19 . 045 LoD

LA Sastry
Director
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Sai Regency Power Corporation Private Limited
(Al amounts in Indian rupees, exceps share duta and where otherwise stated)
Schedules to Balunce Sheet

As at March 31,

As at March 31,

104} 2009
1 Share Capital
Authorised :
17,000,000 (March 31, 2009: 17,000,000)equity shares of Rs 18/ each 170,000,600 170,000,000
20,120,000 (March 31, 2009: Nil)Preference shares of Rs 10/-each 201,200,000 -
371,200,000 170,000,000
Issued, Subscribed and Paid-up :
4,360,000 (March 31, 2009: 4,360,000) Class A Equity shares of Rs.10/- each fully
paid up held by consumers 43,600,000 43,600,000
12,360,000 (March 31,2009; 12,360,000) Class B equity shares of Rs.10/- each fully
paid up held by KSK Flectricily Financing India Private Limited, the holding
Company. 123,600,000 123,600,000
167,200,000 167,200,000
2 Reserves and Sorplus
Profit and Loss acoount 716,454,269 243,231,168
716,454,269 243,231,168
3 Secared loans
Long term
Yerm loans
G E Capital Services India timited 964,706,258 1,081,661,250
State Bank of India 200,117,001 244,989,216
State Bank of Mysore 51,822,689 111,596,430
(Term Loans are secured by hypothecation of all the Company's immevable and
movable assets including curvent assels both, present and future ranking pari-passu
berween Lenders and also secured by pledge of 12,360,000 Equity shares of Rs 10/~
each held by RSK Electricity Financing India Privave Limited, the holding company }
Short term
Cash credit account
Indian Overseas Bank . 49,078,391 99,750,329
(Secured by Hypothecation of MachineriestVehicles/Goods/Book debts)
Hire purchase loan
Sundsram Finance Limited - 63,434
(Secured by Hypothecation of Yehicle under Hire Furchase}
1,304,724,831 1,338,060,679
4 Unsecured foans
Security Deposit from customers 138,229, 158 159,729,130
138,229,158 159,729,150

,L\\ ot G
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