UMAMAHESWARA RAO & CO.

CHARTERED ACCOUNTANTS
AUDITOR'S REFORT

The Members of
VS Lignite Power Private Limited

We have audited the attached Balance Sheet of VS LIGNTTE POWER PRIVATE LIMITED as at 31 March,
2010 the Profit and Loss account for the year ended on that date anmexed thereto and the Cash Flow
Statement for the year ending on that date. The financial statements are the responsibility of the Company’s
management. Our responsibility is to express an o pinion 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
(inancial statements are free of material misstatement.  An audit includes examining, on a test basis,
evidence supposting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion,

As required by the Companies (Auditors’ Report) Order, 2003 and amendment order 2004 issued by the
Central Government of India in terms of sub-section (4A) of Sectiont 227 of the Companies Act, 1956, we
enclose in the Annexure a staterment on the matters specified in pavagraphs 4 and of the said order.

Further to our conuuents 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. 1n our opinien, proper books of account, as required by law, have been kept by the company so far as
appears from our examination of those books.

Ui The Balance Sheet and cash flow statement dealt with by this report are in agreement with the Books
of Account of the Company.

iv. In our opinion, the Balance Sheet dealt with by this report comply with the accounting standards
referred to in sub-section (3C) of Section 211 of the Contpanies Act, 1956, to the extent applicable

v.  On the hasis of written representations received from the directors, as on 31st March, 2010, and taken
on record by the Board of Directors, we report that none of the directors is disqualified as on 313
March, 2010 from being appointed as a director in terms of clause (g) of sub-section (1) of Sec. 274 of
the Companies Act, 1956; ‘

vi,  Inour opinion and to the best of our information and according to (he explanations given to us, the
said accounts, read with the Notes there on, 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;

I the case of the Balance Sheet, of the state of affairs of the Company as ar 31+ March, 2010,

b, In the case of the Prafit and Loss account of the company, of the Loss of the conwpany for the
year ended on that date.

¢ In the case of cash ow statement, of the cash flows of the company for the year ending on that

date,
For Umamaheswara Rao & Ca,,
Charterad Accountants .-

(IR, Dakshinamurthy)
Partner R
ICALMEN ¢ 211639 FRN 0044555
Place: Hyderabad
te: 24t May 2010
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Annexure to Auditors” Report

Referred to in paragraph 1 of our report of even date:

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

1.

The company has maintained proper records showing full particulars, including quantitative details
and situation of fixed assets.

The Company has a fixed programme of Physical verification of its fixed assets which, in our opinion, is
reasonable having regard to the size of the Company and the nature of its assets. Management has
physicafly verified the fixed assets during the year. No material discrepancies were noticed on such
verification.

The Company has not disposed off any fixed assets during the year and hence no effect on the going
CONECErn,

Physical verification of Inventories has been conducted by the management at reasonable intervals.

As per the information and explanations given o us, and in our opinion, the procedures of physical
verification of inventories followed by management are reasonable and adequate in relation to the size
of the company and the nature of its business.

In our opinion and according to the information and explanations given to us, the company has
maintained proper records of inventory. The discrepancies noticed on verification between the physical
stocks and the book records were not material.

a) During the year the Company has not granted loans and advances to Companies covered in the
register maintained under section 301 of the Companies Act, 1956.

(b} During the year the company has taken unsecured loans from two Companies covered in the
register maintained under section 301 of the companies Act, 1956, The maximum outstanding during
the year was Rs. 74.06 Crores and the year - end balance of surch loans was Rs, 9.67 Crores.

In our opinion and according to the information and explanations given to us, there is an adequate
internal control system commensurate with the size of the company and the nature of its business. We
have not observed any major weakriess in the internal controls during the course of the audit,

According to the information and explanations given to us, we are of the opinion that particulars of
contracts or arrangements referred to in section 301 of the Companies Act, 1956 have been entered in
the register required to be maintained under that section.

The Company has not accepted any Deposits from the public.

In our opinion, the Company has an Internal Audit System commensurate with the size and the nature
of its business.

The clause relating to Maintenance of cost records is not applicable to the company, as the Company
has not commenced its cornmercial activity.

According to the information and explanations given Lo us and on the basis of examination of hooks of
accounts, the company has opted Provident fund scheme for their employees during the year, The
company has been generally regular in depositing provident fund dues and professional tax.

According to the information and explanations given to us, no undisputed dues payable in respect of

Income Tax, Wealth Tax and material statutory dues were in arrears as at 31t March 2010 for a period
of more than six months from the date they became payable.

Chariered &

- Acmumanisp'




16

11.

13.

14,
15

16.

17.

18

19.

20.

21,

For Umamaheswara Rao Sgfteg
/

{R.E. Dakshinamur!
Partner X
ICAT MEN 211639 FRN 00345

According to the information and explanations given to us, there were no dues in respect of Income
tax, Customs duty, Wealth tax, Service Tax and customs duty which have not been deposited with the
appropriate authorities on account of any dispute.

The clause relating to accumulated losses is not applicable to the company.

The company has not defaulted in payment of dues to any financial institution/ banks,

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

The company is not a chit fund, nidhi, mutual benefit fund or a society.

As per the information and explanations given to us, the Company is not dealing or trading in shares,
securities, debentures and other investments.

According to the information and explanations provided to us, the Company has not given any
guarantee for [oans taken by others from banks or financial institutions.

In our opinion, the term loans have been applied for the purpose for which they were raised.

According to the Information and explanations given to us, the Company has not raised any funds on
short term basis.

During the year the company has not made any preferential allotment of shares to
Companies/ firms/ parties covered in the register maintained under section 401 of the Companies Act,
1956,

The company has not issued any debentures during the year. Accordingly the provisions of clause 4
(xix} of the Companies (Auditor’s Report) Order, 2003 are not applicable to the company.

The Company has not raised any money by way of public issue during the year. Accordingly, the
provisions of clause 4(xx) of the Companies (Auditor’s Report) Order, 2003 are not applicable to the
company.,

According to the information and explanations given to us, 1o fraud on or by the Company has been
noticed or reported during the course of our audit.

—~

Place: Hyderabad
Date: 24 May 2010



V$ Lignite Power Private Limited
Balance Sheet as at March 31,2610

(All amounts in Indian rupees except share dats and where otherwise stated}

As at As at
- Schedule March 31, 2010 March 31, 2005
SOURCES OF TUNDS
Shareholders' funds:
Share capital i 1,738,700,000 1,735,700,000
Share application money 269,900,000 -
Loan Funds
Secured loans 2 3,454,757,497 £,012,702,700
Unsecured loans 3 914,841,896 270,000,060
Deferred tax liability 6,544,314 -
8,381,743, 707 7,018,482,700
APPLICATION OF FUNDS
Fixed assets 4
Gross block $,179,382,941 364,921,458
Less: Depreciation 45,035,426 13,628,536
Net block 8.134,347,515 351,292,902
Capital work-in progress(including capital advances) 5 268,238,419 6,760,032,409
§.402,585,934 7,111,325,313
Current assets, loans and advances
Inventories 6 60,406,693 -
Sundry debtors 7 43,168,608 -
Cash and bark balances 8 47,836,442 181,921,810
Leans and advances 9 47,036,440 499,159,563
198,448,183 681,081,373
Less: Current Habilities and provisions 10
Current liabilities 254,843,064 713,752,943
Provisions 1,242 837 251,041
246,085,921 774,003,984
Net current assets (57,637,738) (92,922,611
Profit and loss account 38,795,511 -
8,381,743, 707 7,018,402,7006
Statement on significant accounting policies and aotes to accounts H

The schedules referred to above form an integral paﬁ of the balance sheet

This is the balance sheet referred to in our report of even date.

for and on behalf of the Board

. Ny
Gl

.Bapi Raju
Whaote-time Dise‘é'ﬁ;f Director

R.R. Dakshina Murthy
Partner

Membership No.: 211639

Firm Registration Number: 0044338
Place : Hyderabad

Date :. 2h. 05 20 o ) Company Secretary




V'S Lignite Power Private Limited
Profit and Loss Account for the period ended March 31, 2010
(Al amounts in Indian rupess, except share data and where otherwise stated)

Inceme
Sale of electricity
Other income

Expenditure

Flectricity generation expenses
Personnel expenses
Administration and other expenses
Finance charges

Deprectation

Net profit/ (loss) before tax
Provision for tax

- Deferred tax

- Current
Net profit/ {loss} after tax

Balance in profit and logs account carried forward
Earnings/(loss} per share-par value of Rs.10 per share

Class A - Basic & diluted
Class B - Basic & diluted

Smatement on significant accounting policies and notes to accounts

For the period from
March 26, 2010 10

Schedule Margh 31, 2010
44,049,600
11 2,730
44,052,340
12 8,480,780
13 869,454
14 33,334,799
13 12,366,018
5 19,249,486
74,303,537
(36,251,197}
6,544,314
(36,795,511)
(36,795,511)
16
(0.0010)
(5.36)
16

The schedules referred above and the notes forming part of aceounts form an integral part of profit and

loss account.

This is the profit and loss account referred to in our report of even date.

Jor Umamaheswara Raa,/#:ig“
R o
Chartered Accountantsy ot

€7

Partner

Membership No.: 211639
Firm Registration Number: 0044535
Place : Hyderabad

Date: 2iq.05 2010

for and on behalf of the Board

T Y \*"11 \L&;\

K.Bapi Raju / A Sastry
Whole-time Director Dirgetor

Company\Secretary



VS Lignite Power Private Limited

(All amounts in Indian rupees except share data and where otherwise stated)

Cash Flow Statement for the year ended

Particulars
A. Cash Flow from Operating Activities

Net Profiv(loss; before Taxation
Add:

Depreciation

Finanice charges

Interest received

Adjustment for:

Operating Profis before Working Capital Changes
Adiusynent for;

Increase /{decrease)in Loans and Advances
(Increase)Decrease in Sundry Debiors
(Increase)/Devrease in Inventories
Increasei{Decrease} in Liabilities

Cash Generated from Operations

Tax Paid - MNet

Net Cash from Operating Activities

B. Cash Flow from [nvesting Activities

Purchase of fixed assets inchding capiial work in progress
[nterest Income

Net cash from/( used) in investing activities

C. Cash Flow from Financing Activities

Interest paid

Proceeds fror issue of share capital /share application meney
Procesds/repayment of short term borrowings

Proceeds from long term borrowings

Net cash generated from financing activities

Net Increase) /{Decrease) in cash and cash equivalents
Cash and cash equivalents st the beginning of the financial Year
Cash and eash equivalents at the end of the financial Perlod

Cash and Cash Equivalents:
Cash in hand
Balance with Scheduled Banks:
in Current Account
in Fixed Deposits

As Per our report of even date
Jar Umamaheswara Ruo &

Chartered Accounian,

R.R. Dakshina Murthys?
Partner

Membership No.: 211633
Firm Registration Number:0044538
Date: Ly, 05 2010

March 31, 2000 March 31, 2009
(30,251,197 -
19,249,486 -
12,369,018 -
(2,740) -
1,364,567 .
453,389,216 (477,964,107)
(43,168,608) .
{60,406,693) -
160,821,220 (26,820,740}
511,999,702 {504,784,848)
(353,837) (2,731,472)
§11,645,865 (507,516,320)
{1,158,651,688) {R83,481,499;
3,831,693 8,400,839
{1,355,719,995) (R75,080,660)
(620,794,574 (515,622,035}

269,900,000 108,134,000
285,700,000 £293,788.674)
775,183,336 1,983.005,679
709,088,762 1,282,728,971
(334,085,368) (99,868,008}
181,921,810 281,789,81%
47,836,442 181,921,810
430,324 492,031
34,886,118 132,784,778
12,520,000 48,645,001
47,836,442 . 181,921,810

Sor and on behalf of the Board

Company, Secretary




VS Lignite Power Private Limited
(All amounts in Indian rapees except share data and whese otherwise stated)

Schedules to Balonsce Sheet
As 8t As at

March 31, 2010 March 31, 2009
i Share Capital

Authorised:
50,300,000 {As at 31 March 2009: 50,300,000} Equity Shares of Re. 10 each 303,000,000 503,000,000
173,700,000 (As at 31 March 2009: 123,700,800) Preference Shares of Rs. 10 each 1,237,000,000 1,237,000,00¢
1,746,000,000 1,740,000,008
Issued, Subscribed and Paid-up:
37,600,000 (As at 31 March 2009: 37,000,000 ) Class B Equity shages of of Rs.10 each
fully paid-up {Refer note 1) 370,600,000 370,000,000
13,000,009 (As ar 31 March 2008: 13,000,009;) Class A Equity Shares of of Rs.10 each fully
paid -up (Refer note 2) 134,000,094 134,000,090
98 500,000 {As at 31 March 2009 98,500,000) 14% Cumulative redeemable Preference
Shares of Rs. 10/ each fully paid-up (Refer note 3) 985,006,000 985,000,000
25,069,991( As at 31 March 2009:25,069,991) 0.01% Cumulative Redesmable Preference
shares of Rs. 10/- each fally paid-up (Refer note 4} 250,699,910 250,699,910
1,735,700.000 1,735,700,000
Note

1. The above 37,000,000(As at 31 March 2009; 37,000,000) class B Equity shares of Rs.10/- eash, fully paid-up are held by KSK
Eloctricity Financing India Private Limited, the hotding company.

2. The ahove 13,000,009 (As at 31 March 2009 13,000,009) class Equity shares of Rs. 10/~ each fillly paid up are beld by Consumers

3. The above ¥8,500,000 {As at 31 March 2009: 98,500,000)14% Cumulative redeemable Praference Shares of Rg. 10/~ gach fidly paid
up are held by KSK Electricity Finapcing India Private L imited, the holding company.

4, The gbove 25,069,991 (As at 31 March 2009 25,069,991) £.01% Cwmulative Redeemable Preference shares of Rs. 10/~ each flly
paid-up, are held by Consumers

2 Secured Loans:

Long term

Term loans (Refer note I below)
LICO Bank 508,000,000 608,000,000
Baok of Baroda 231,948,498 150,002,700
[nfrastructure Developraent Firance Corporation 1,597,045,104 1,529,706,000
L & T Infrastrucnure Finance Company Limited 250,000,000 250,500,000
Rural Electrification Corporation 1,000,000,00¢ 054,006,080
Housing & Urban Development Corporation Limited 1,500.000,000 1,425,000,080
Short term
Cash Credit Account

State Bank of India {refer note 2 below) 58,763,895 -
LCO Bank (refer aote 3 below) 189,000,006 .
4,454,757,497 5,012,702,700

Naotes:

1. Secured by joint mortgage by deposit of tidle deeds in respect of the tmmuvable properties and pari passu first charge by way of
hypothecation of ali movable fived assets, current assets, intangible assets, bhoth present and future rights, ttle, interest, benefits etc., in
respect of project docurments and also secured by Pledge of 24,000,000 equity shares of Rs.10/- each and 54,480,000 14% preference
shares o Rs. 10/- each held in the company by KSK Electricity Finnancing [ndia Private Limited.

2. Secured by first charge on sll fmmovable and movable assets including current assets, toth present and future, ranking pari passu with

other lenders.
 3.0CO Bank loan against deposh is secured by pledge of deposits held by Wardha.Power Company limited .

o / W\
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V§ Lignite Power Private Limited
(All mnouats in Indian nupees except share data snd where otherwise stated)
Schedules to Balance Sheet

As at As at
March 31, 2019 March 31, 2009

3 Unsecured Loans:

Long term
From Others 813,084,982 270,000,000
Shori serm
From othezs 131,756,914 -
914,841,896 274,000,000
5 Capital work in progress:
Assets under construction 3,534,574 5,842,498 206
Expenditire pending allocation - 479,638,664
Advance against capital contracts 264,703,845 437,895,539
268,238,419 6,760,032,469
& Inventories
Raw materials 21,212,345 -
Stores and spares 39,194,348 -
611,406,693 -
7 Sundry debtors
(Unsecured. considered good)
Debts outstanding for a period exceeding six months - -
Other debts 43,168,608 -
43,168,608 -
§ Cash and Bank Balances:
Cash and chegues in hand 430,324 492,031
Balances with scheduled banks:
in current acoorrts 34,886,118 132,784,778
in fixed deposits 12,520,000 48,645 001
47,836,442 181,921,810
9 Loans and advances
{Unsecured, considered good)
Advances recoverable in cash or in kind or for value to be received 27,802,036 484,088,267
Interest Receivable 2,740 1,043,625
Deposits 16,941,463 11,908,899
TDS Receivable & Advance Tax 2,290,199 2,118,772
(net of proviston for tax of Rs. 14,699,790, s at 31,03.2009: 16,864,710}
47,036,440 449,159,563




VS Lignite Power Private Limited

{All amounts in Indian rupees except share data and where otherwise stated)

Schedules to Balance Sheet

10 Current Liabilities & Provisions
Current Liabilities:
Sundry Creditors :
- Dues o micro and small enterprises
- Dues to Other than micro enterprises and small emerprises
Other liabiities
Interest acorued but not due

Provisions:
Provision for wealth tax
Provision for grataity

As at
March 31, 2010

As gt
Muarch 31, 2009

223,104,609 743,125,522
7,793,589 5,823,558
23,944,866 24,799,843
254,843,064 773,752,943
75,628 46,722
1,167,229 204,319
1,242,857 251,041

&*\
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V8 Lignite Power Private Limited
(ALl amounts in Indian rupees, except share data and where otherwise stated)

Schedules to Profit and Loss account

For the period from

March 26, 20190 to
March 31, 2010
11 Other lncome
Interest received 2,740
2,740
12 Generation Expenses
Consumption of raw material 6,722,393
Operation and maintenance 803,127
LDO consumption 690,343
Consumption of stores, spares and consumables 251,584
Water charges 13,333
8,486,780
13 Personnel Expenses
Salaries and wages 831,994
Contribution to provident fund and other funds 37.212
Staff welfare expenses 248
869,454
14 Administration and Other expenses
Selling and distribution expenses 17,787,733
Rates and taxes 1,743
Rent 25,354
Insurance 96,022
Corporate support service charges 14,894,500
Repairs and maintenance 32,008
Electricity charges 1,933
Communication expenses 207,064
Travelling and conveyance 06,998
Consultancy and other professsional charges 62,079
Miscellaneous expenses 15,463
Preliminary expenses wriiten off 117,900
33,334,799
15 Finance Charges
Interest on term loans 9,496,757
Interest on working capital loans 977,507
Finance charges 1,894,754

712,369,018








































