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Review Report to
The Board of Dircctors
GMR Infrastructure Limited

We have reviewed the accompanying statement of unaudited standalonc Ind AS financial results of
GMR Infrastructurc Limited (the ‘Company’) for the quarter and ninc months cnded December 31.
2018 (the “Statement™) attached herewith, being submitted by the Company pursuant to the
requircments of Regulation 33 of the SEBI (Listing Obligations and Disclosure Rcquirements)
Regulations. 2015 (‘the Regulation’). read with SEBI Circular No. CIR/CFD/FAC/62/2016 dated July
5. 2016 (“the Circular’).

The preparation of the Statement in accordance with the recognition and measurcment principles laid
down in Indian Accounting Standard 34, (Ind AS 34) “Interim Financial Reporting” prescribed under
Scction 133 of the Companies Act, 2013 rcad with Rule 3 of Companices (Indian Accounting Standards)
Rules. 2015. as amended. rcad with the Circular is the responsibility of the Company's management
and has been approved by the Board of Directors of the Company. Our responsibility is to express a
conclusion on the Statement bascd on our review,

We conducted our review in accordance with the Standard on Review Engagements (SRE) 2410.
‘Revicw of Interim Financial Information Performed by the Independent Auditor of the Entity” issucd
by the Institute of Chartered Accountants of India. This standard requires that we plan and perform the
review (o obtain moderate assurance as to whether the Statement is frec of material misstatement. A
review is limited primarily (o inquirics of company personnel and analytical procedures applicd (o
(inancial data and thus provides less assurance than an audit. We have not performed an audit and
accordingly. we do not express an audit opinion.

As detailed in note 3 to the accompanying unaudited standalone Ind AS financial results for the quarter
and ninc months ended December 31. 2018, GMR Generation Assets Limited ("GGAL’) along with its
subsidiarics/ joinl ventures and associates have been incurring losses. Bascd on the valuvation
asscssment carricd oul by an independent expert during the year ended March 31. 2018 and on
cvaluation of the results as against the projections for the quarter and nine months ended December 31.
2018. the Company has not accounied for a further diminution in the value of the Company’s
mvestment in GGAL as at December 31. 2018 of Rs. 3,471 crore primarily on account of diminution
in the value of investments in GMR Chhattisgarh Energy Limited (‘GCEL’) and various other
investments for rcasons as detailed in aforesaid note. In our opinion, the aforesaid accounting trcatment
is not in accordance with the relevant accounting standards. Had the management accounted for the
aforesaid diminution. the loss after tax cumulatively upto December 31. 2018 would have been higher
by Rs. 3.471 crore with a consequential impact on the rescrves of the Company as at December 31.
2018. Further. we arc unable to comment on any consequential impact that may arisc pursuant to the
outcome of (he resolution process being undertaken for GCEL as per the circular “Resolution of
Stressed Asscts — revised [ramework™ issued by the Reserve Bank of India dated February 12, 2018
("RBl circular’). In respect of the above matter. our audit report for the year ended March 31. 2018 and
review reports for quarters ended June 30. 2018 and September 30. 2018 were similarly qualificd.

As detailed in note 3(b) to the accompanying unaudited standalonc Ind AS [inancial results for the
quarter and ninc months cnded December 31. 2018. GMR Encergy Limited (‘|GEL™). GMR Vemagiri
Power Generation Limited ("GVPGL) and GMR Rajahmundry Encrgy Limited (' GREL™). have ccased
opcrations and have been incurring significant losscs with a consequential crosion of net worth resulling
from the unavailability of adequate supply of natural gas. Further. GREL have rescheduled the
repayment ol project loans duc to implementation of the Strategic Debt Restructuring Scheme (o
converl part of the debt outstanding into cquity and is in the process of implementing the resolution
plan as per (he RBI circular, Continued uncertainty exists as to the availability of adequate supply of
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natural gas which is nccessary to conduct operations in these cntities at varying levels of capacity in
the futurc and the appropriateness of the going concern assumption of these entities is dependent on the
ability of the aforcsaid cntitics to cstablish consistent profitable operations as well as raising adequate
finance to mect short term and long term obligations. Accordingly we arc unable to comment on the
carrying valuc of the Company’s investment (including advances)/obligations in thesc cntities as at
Deccember 31, 2018 and any conscquential impact that may arisc pursuant to the outcome of the
resolution process being undertaken for GREL as per the RBI circular. In respect of the above matter,
our audit report for the ycar ended March 31, 2018 and review reports for quarters ended June 30, 2018
and Scptember 30, 2018 were similarly qualificd.

Based on our review conducted as above, cxcept for the effects of the matter relating to provision for
diminution in investments described in paragraph 4 and possible effects of all other matters described
in paragraph 4 and 5. nothing has come to our attention that causes us to believe that the Statement for
the quarter and nine months ended December 31, 2018 prepared in accordance with recognition and
measurement principles laid down in the applicable Indian Accounting Standards specified under
Section 133 of the Companies Act, 2013, read with relevant rules issued thereunder and other
recognised accounting practices and policies has not disclosed the information required to be disclosed
in terms of the Regulation, read with the Circular, including the manner in which it is to be disclosed,
or that it contains any material misstatcment.

We draw attention to note 10 to the accompanying unaudited standalone Ind AS financial results for
the quarter and nine months ended December 31, 2018. Management has prepared the accompanying
financial results on a going concern basis, which is dependent on the management’s plans to raisc funds
through monetization of asscts (including active discussions with investors for the sale of stake in
certain key assets) and other strategic initiatives to meet its current obligations, the outcome of which
is uncertain as of date. Our conclusion is not qualified in respect of this matter.

We draw attention to the following matters in the notes to the Statement for the quarter and ninc months
cnded December 31, 2018:

a) Note 7(b) and 7(c) with regard to the ongoing arbitration for compensation of losses being incurred
by GMR Ambala Chandigarh Expressways Private Limited (‘GACEPL") and GMR Hydecrabad
Vijayawada Expressways Private Limited (‘GHVEPL’), subsidiaries of the Company since the
commencement of commercial opcrations for reasons as detailed in the aforcsaid notes. Pending
outcome of the arbitration proceedings and based on management’s internal assessment of expected
compensation inflows from the arbitration proceedings and an cxternal legal opinion obtained by
the management of GACEPL and GHVEPL, the management is of the view that the carrying value
of the investments (including loans and advances and other receivables) in GACEPL and GHVEPL
as at December 31. 2018 is appropriate. Further. the auditors of these subsidiaries have included an
cmphasis of matter in their respective review reports issucd [lor the quarter and nine months ended
December 31. 2018 with regard to the aforesaid matters. Our conclusion is not qualificd in respect
of the aforesaid matters.

Membership No.: 061207

Place: New Delhi
Datc: February 14. 2019
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Statement of unaundited siandnlone Ind AS linancial results for the gquartor and nine months period ended December 31, 2018

{ in Rs. crore)

Quarter ended Nine months ended Year ended
$.No. Particulars December 31, 2018 | September 30, 2018 December 31, 2017 December 31, 2018 December 31, 2017 March 31, 2018
Unaudited Unaudited Unaudited Unaudited Unnudited Aundited
I Revenue
(@) Revenue [fom operations
1) Sales/income from operations 186,72 16534 214.00 550,97 549,10 736.13
1)) Other operating income (Refer note 14) 79.83 90.03 94.32 257.60 280.17 369.88
(b) Other income
i) Foreign exchange fluctuation gain (net) - 2196 0.33 33.63 2,98 718
1i) Others 052 2,18 327 3.16 4.82 4517
Total Revenue 267.07 279.51 311.92 845.36 837.07 1,158.36
2 Expenscs
(2) Cost of materials consuimed 80.12 80.44 103.23 250.76 23522 37653
(b) Subcontracting expenses 164,29 48,11 70,61 271,03 182,82 238.48
(c) Employee benelits expenses 1330 1167 9.69 36.40 39.69 51,68
(d) Finance costs 221.41 208.19 235.49 630.11 596,88 821.61
(e) Depreciation and amortisation expenses 6,46 6.35 4,94 18,24 13.56 19.06
() Foreign exchange fluctuation loss (net) 255 - - .
(g) Other expenses 42,20 31.35 3802 105,56 105.26 144,37
Totnl expenses 530.40 386.11 461.98 1,312.10 1,173.43 1,651.73
3 (Loss)/ Prolit before exceptional items and tax (263.33) (106,60) (150.06) (466,74) (33636) (493.37)
4 Exceptional items
() Provision for diminuton in value of investments/advances (Refer s .
note 5(a), 7(x) and 9) E r (420.24) 7 7419
DG buyback of shares by whelly cwned subsidia fer not
5112)) amn on buyback of shares by whelly cwned subsidiary (Refer note i 76
(i) Gain on sale of investment m subsidiary/ jomt venture (Refer note
13 67.94 . 67.94
5 (Loss) / Profit before tax (3  4) 772.45 (106.60) (570.80) 569.04 (1,111.15) (1,930.66)
6 Tax expense (4.00) 0,02 0.03 (3.96) 0.07 0.09
i (Loss) /Profit for the pedod/ year (5 + 6) 776.45 (106.62) (570.83) 573.00 (1,111,22) (1,930.75)
8 Other Comprehensive Income/ (expenses) (nel of tax)
(A) ) Ttems that will not be reclazafied to profit or loss .41y 0.04 ©73 0.08) (0.44) D40
i) Income taz relating to items that =il not be reclassified to prefit or
loss

(B) () Items that will be reclassified to profit or loss
(ii) Income tax relating to items that will be reclasafied to profit or less

Total Comprehensive income for the period/year

9 (Comprising Profit/(Loss) and Other Comprehensive Income/
(expenses) (net of 1ax) for the period/year) (7 £ 8) 776.04 (106.58) (571.56) 572.92 (1,111.66) (1,930.26)
10 |Paid-up equity share capital 0250 60350 (0350 (403,50 W03 50

(Face value - Re. | pershare)

u Other equity

12 Eawmings per share (EPS) (of P | cach) (not annuabiced)
() Bazie and Dijuted EFS before ¢ cnal items (0.43) (0.18) (0.25) (0.77) (0.56) (0.82)
() Basic and Diduted EP3 aftes | items 1.29 (0.18) (0.95) 0.95 (1.84) (3.2
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Quanier enbest Nine munibia ended Vewr ended
HMu Particulars Deceuhies M, 20080 N praemioen 30, G December 31, 2017 December 31, 2018 Deceniaben 3, 2T Musch 31, 2004
Uanaudined Unaudited Unindied Upanlited Unandited Audited
1 |Segment Revenue
» EPC 187.77 16624 214,00 55292 549.10 73613
b) Others 18.78 8913 94.32 25565 280.17 36988
Total 266.55 255.57 30832 808.57 87927 10601
Less: Inter Segment . . : - >
R from op 266.55 255,37 MiN32 a7 LR 1,106.04
2 |Segment Resuls
3 EPC (112.43) 159 ©74 (102 68) 285 Q1149
b) Othen 70.51 10000 B6.17 266,05 257.67 33538
[Total (41.92) 101.59 85.43 16337 26052 32824
Less: Finance conts 22141 20819 23549 63011 5%.68 82161
Add/(less): Exceptional items
v
g)(,:';:;;f:df;; diminution in value of investments /advances (Refer note “2019 ana 043129
() Gain on buyback of shares by wholly owned subsidiary (Refet note 12) T ST
(i) Gain on sale of investment in subsidiacy/ joint venture (Refet note 13) 6794 6704 .
(Lows) / Profit before ax TI2AS (0650 (570.40) S04 (LI1L15) (193046)|
3 |Segment Assets
3) EPC 1,138.85 1,130.90 873.56 1,138.85 873.5% 88563
b) Other 12,322.02 11,17326 1233253 12,322.02 12,332.53 11,179.61
c) Unallocated 14635 15984 19395 14635 193.95 13833
Total 14,607.22 124,00 15,400,104 1360722 13,400.04 12,2087
4 |Segment Liabilities
2) EPC 793.30 641,02 587.88 793.30 587.88 56836
b) Othery 161.22 18268 180,55 16122 180.55 187.67
) Unallocated 7,566 70 7,454.76 7.202.46 7.566.70 7.202.46 6,853 63
Towl 8521.22 N 278,46 797089 852122 7.970.8% 7,609.66




Notes to the unaudited standalone financial results for the quarter and nine months
ended December 31, 2018

I, Investors can view the unaudited standalonc results of GMR Infrastructure Limited (“the
Company™ or “GIL") on the Company’s websitc www.gmrgroup.in or on the websites of
BSE (wwyw.bscindia.com) or NSE (www.nsc-india.com). The Company carrics on its
business through various subsidiarics. joint ventures and associates (hereinafler referred (o
as ‘the Group’). being special purposc vehicles exclusively formed (o build and operate
various infrastructurc projects.

2. Segment Reporting

a. The Company carrics on its business in (wo business verticals viz., Engincering,
Procurcment and Construction ('EPC’) and Others.

b. The scgment reporting of the Company has been prepared in accordance with Ind AS
108 “Operating Scgments’ prescribed under section 133 of the Companics Act, 2013,
rcad with relevant rules thercunder. The business segments of the Company comprisc
of the following:

Segment Description of Activity }

EPC Handling of cngincering, procurement and construction |
solutions in infrastructurc scctor

Others [nvestment activity and corporaic support to various
infrastructurc SPVs

3. Pursuant to the investor agrecments (including amendments thereof) entered into during the
years ended March 31, 2011 and 2012 (hereinafier collectively referred to as “investor
agrecments”), GMR Airports Limited. ((GAL"). a subsidiary of the Company. had issued
3.731.468 Class A Compulsorily Convertible Preference Shares ("CCPS A”) of Rs. 1.000
cach at a premium of Rs. 2.885.27 cach and Rs. 3.080.90 cach aggregating to Rs. 663.31
crorc and Rs. 441.35 crore respectively. Lo certain Private Equity Investors (‘Investors’).
Further, GAL had allotted bonus sharcs of 11.046.532 class B Compulsorily Convertible
Prefercnce Shares ("CCPS B™) to the Company. utilising the sccuritics premium account.

As per the terms of the investor agreement. the Company had a call option to buy CCPS A
from the Investors for a call price to be determined as per the terms of the investor
agreement. The call option was (o be exercised by the Company on or before April 6. 2015.
If the call option was not cxerciscd by the Company before April 6. 2015, as per the
investment agrecment. cach CCPS A will get converted into 82.82 1 cquity sharcs of GAL
with simultancous conversion of CCPS B held by the Company into cquity sharcs of GAL
as per Articles and Memorandum of Association of GAL.

The Company vide its letter dated April 1. 2013, had excrcised the call option to buy the
CCPS A, subjecl Lo obtaining the requisitc regulatory approvals. However. Investors had
initiated arbitration proceedings against GAL and the Company. sccking conversion of the
CCPS A.

The Company together with GAL has exceuled scttfement agreement dated August 13. 2018
with Investors to amicably scttle all outstanding disputes pertaming to the matlers which
arc the subject of the aforesaid arbitration. The scitlement agreement was subjeet to and
conditional upon the issuance of a consent award by the Arbitral Tribunal (‘Tribunal™)
which was received [rom the Tribunal. As per the scttlement agreement. the Company
through 1ts wholly owned subsidiary has purchased 2.714.795 CCPS A ol GAL for a
consideration g yrz;mu 00 crore from the Investors and balance 932.275 CCPS A have
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Notes to the unaudited standalone financial results for the quarter and nine months
ended December 31, 2018

been converted into equity shares of GAL in the hands of the Investors. which represents
5.86% of sharcholding of GAL.

4. The Company along with its subsidiaries cntered into a Subscription and Sharcholders
Agrecement with Tenaga Nasional Berhad (Tenaga) and its affiliatc. Power and Encrgy
International (Mauritius) Limited (‘Investors’) whercby the Investors have acquired a 30%
cquity stake in a select portfolio of GEL’s asscts on a fully diluted basis for a considcration
of USD 30.00 crore through primary issuance of cquity shares of GEL. The transaction was
complected on November 4, 2016 and GEL has allotted equity shares Lo the Investors for the
said considcration of USD 30.00 crore. As per (he conditions precedent to the completion
of the transaction. GEL’s investment in certain entitics was transferred from GEL to other
subsidiaries of the Company along with novation of loans taken from the Company to GMR
Generation Assets Limited (‘GGAL’) (formerly ‘GMR Rencwable Encrgy Limited’)
towards discharge of the purchase consideration. Pursuant to the above transaction,
compulsory convertible preference shares of GGAL issucd (o various preference
sharcholders were converted into equity shares of GGAL.

Pursuant to the aforesaid transaction, GEL and its underlying cntitics ccascd to be
subsidiaries of the Company and were considered as associate as per the requirements of
Ind AS -28.

5. (a) The Company has investments of Rs. 4,099.39 crore in GGAL and GEL as at December
31. 2018. GGAL and GEL have certain underlying subsidiarics/ associates/ joint ventures
which arc cngaged in encrgy sector including mining operations. GEL. GGAL and some of
the underlying subsidiaries/ associates/ joint ventures as further detailed in note 3(b). 3(c).
5(d). 5(c) and 5(f) below have been incurring losscs. As a result. based on its internal
asscssment with regard to future operations and valuation asscssment by an external expert
during the year ended March 31, 2018, the management of the Company had madc a
provision for diminution in the value of its investments in GGAL and GEL amounting to
Rs. 5,117.41 crore as at December 31, 2018 (including Rs. Nil and Rs. 671.21 crorc during
the nine months period ended December 31, 2018 and vyear ended March 31. 2018
respectively) and has disclosed the same as an ‘exceptional item’ in the standalone Ind AS
financial results of the Company. Based on the valuation asscssment by the external expert
and the scnsitivity analysis carricd out for some of the aforcsaid assumptions. the valuc so
determined after discounting the projected cash flows using discount rate ranging [rom
12.00% to 16.00% across various entitics indicates that there exists a further diminution of
Rs. 3.471.00 crore in the value of Company’s investment in GGAL as at December 31.
2018. However. for rcasons as detailed in 5(b). 3(c). 5(d). 5(c) and 5() below. the
management is of the view that the carrying valuce of the Company’s investment in GGAL
and GEL is appropriatc and no [urther adjustment has bcen made in the unaudited
standalonc Ind AS financial results for the quarter and ninc months period ended December
31, 2018 in this regard. The statutory auditors of the Company have qualified their Limited
Review Report in this regard.

(b) In view ol lower supplics / availability of natural gas to the power generating companics
in India. GMR Encrgy Limited ("GEL’). GMR Vemagiri Power Generation Limited
("GVPGL") and GMR Rajahmundry Encrgy Limited (|GREL") arc facing shortage of
natural gas supply and delays in sccuring gas linkages. As a result. GEL has not gencrated
and sold clectrical cnergy since April 2013, GVPGL and GREL cmerged as successful
bidders in the auction proccss organiscd by the Ministry of Power and operated on an
intermitient basis [rom August 20135 and October 2013 respectively till September 2016.
These cn}ﬁ:@ﬁ\f&ggascd opcrations and have been incurring losscs including cash losscs
188 N




Notes to the unaudited standalone financial results for the quarter and nine months
ended December 31, 2018

on account of the aforcsaid shortage of natural gas supply. During the ycar ended March 31,
2017. GEL had entered into a MOU with an external party for sale of its 220 MW gas bascd
power plant. however the sale was not completed. Presently, the management of the
Company is actively identifying the customers for the barge mount plant held by GEL.

GREL had not commenced commercial operations pending linkages of natural gas supply
from the Ministry of Petroleum and Natural Gas till the period ended Scptember 30, 20135,
As a resull. the consortium of lenders of GREL decided to implement Strategic Debt
Restructuring Scheme (*SDR”), under the Framework of Reserve Bank of India for
Revitalizing Distressed Assets in the Economy, whereby the lenders have to collectively
hold 51% or more of the equity share capital in such asscts by converting part of the debt
oulstanding into cquity and to undertake flexible structuring of balance debt post conversion
as a Corrective Action Plan for improving viability and revival of the projcct. Pursuant to
the scheme. borrowings aggregating to Rs. 1.308.57 crore and interest accrued thercon
amounting to Rs. 105.42 crore was converted into equity shares of GREL on May 12, 2016
for 535% stake 1n cquity share capital of GREL and the Company and GGAL have given a
guarantcee of Rs 2.571.71 crore to the lenders against the remaining debt. Under the SDR
Scheme, the bankers had to find new promoters for GREL within the period as prescribed
under the scheme, which expired during the year ended March 31. 2018,

Conscquent to the SDR as stated above. GREL ceased to be a subsidiary of the Company
and has been considered as associate as per the requirement of Ind AS -28.

Mecanwhile. Reserve Bank of [ndia (RBI) had issued a circular “Resolution of Stressed
Asscts - Revised Framework™ on February 12, 2018. With this circular. all extsting
[ramcworks [or stressed asset resolution including SDR stand discontinued and the
resolution plan is to be implemented within 180 days from the reference date, viz., March
01. 2018. The lenders and the management were exploring various options for revival of
the project and implementing a resolution plan with in the period of 180 days. as allowed
by the RBI circular. During the period ended December 31, 2018 the resolution plan has
been approved by banks and signed on August 27, 2018 but the same has not been shared
with the management as the bankers are in the process of obtaining internal clearances and
accordingly the resolution plan has not been implemented till date. The lenders have advised
the Company and GGAL to ensure payment of their dues failing which the lenders shall be
constrained to invoke the guarantees.

Further. during the yecar ended March 31, 2014, in casc of GVPGL’s litigation with
APDISCOMs. Appcllate Tribunal for Electricity (*APTEL") had passcd orders declaring
that natural gas for the purposc of Power Purchase Agrecment (‘PPA’) includes Regasificd
Liquefied Natural Gas (‘RLNG’). During the year ended March 31. 2018. pursuant to the
appcal filed by APDISCOMs. the Honorable Supreme Court held that RLNG is not natural
gas for the purposc of the said PPA and accordingly GVPGL cannot be entitled for capacily
charges based on availabilily declaration for gencration ol power on the basis of RLNG.

The management is cvaluating various approaches / alternatives to deal with the situation

and 1s confident that Government of India (‘Gol’) would take lurther necessary sleps /

initiatives in this regard to improve the situation regarding availability of natural gas from

alternate sources in the foresecable Muture. The management has also carricd out a valuation

asscssmenl of GVPGL and GREL during the vear ended March 31. 2018 which includes

cerlain .1%@"@01 {t\:laling to availability and pricing of domestic and imported gas. [ulure
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Notes to the unaudited standalone financial results for the quarter and nine months
ended December 31,2018

tarifl and other opcraling paramcters, which it belicves reasonably rcflect the future
cxpectations from thesc projects. The management will monitor these aspects closcly and
take actions as arc considerced appropriale and is confident that thesc gas bascd entities will
be able (o generate sufficient profits in future years and meet their financial obligations as
they arisc. Bascd on the aforementioned reasons and business plans, the management is of
the vicw that the carrying valuce of investments of Rs. 932,12 crore in these aforesaid entities
(net of provision for diminution in the value of investments) as at December 31, 2018 is
appropriate. Further. the Company has provided for its investment in full in GREL and the
management is confident that no further impairment would arise on the implementation of
the resolution plan with the lenders for the guarantees amounting to Rs. 2,571.71 crore
provided to the lenders against the remaining debt. The statutory auditors of the Company
have qualificd their Limited Review Report in this regard.

(¢) The Company (hrough its subsidiary, GGAL has investments (including loans and
advances and other receivables) of Rs. 2,258.00 crore in GMR Chhattisgarh Energy Limited
(*GCEL’) after providing for diminution in the value of investment, GCEL had declarcd
commercial operations of Unit I on November 1, 2015 and Unit IT on March 31, 2016 of its
1,370 MW coal based thermal power plant at Raipur district, Chhattisgarh. GCEL does not
have any long term PP As currently and has been incurring losses since the commencement
of its commercial operations and has accumulated losses of Rs. 3,942.42 crorc as at
Deccember 31. 2018. During the ycar ended March 31. 2018, GCEL has becn successful in
its bid under the Tolling Linkage initiative of the Gol and has won a Power Purchasc
Agrecment for supply of power to the extent of 300MW to Gujrat Urja Vikas Nigam
Limited (GUVNL") for which power was supplicd by GCEL upto November 30, 2018,
GCEL has also cntered into a PPA with GUVNL for 1,000MW for a period of six months
for which gencration is expected to commence shortly.

GCEL has cxpericnced certain delays and incurred cost overruns in the completion of the
project including rcceipt of additional claims from the EPC contractors. The claims of the
key EPC contractor of USD 14.36 crorc, Doosan Power Systems India Private Limited
("DPS’) was undcr arbitration in the Singaporc International Arbitration Centre (SIAC).
Subscquent to the quarter ended December 31, 2018, Final Settlement Agreement has been
entered into between the Company. GGAL and GCEL on January 03, 2019 with DPS
whercein all the partics have agreed to withdraw respective claims arising out of the EPC
Agreements. As per the scttlement agreement, the {inal liability payable to DPS is scttled at
Rs. 373.52 crorc. against which. Rs. 172.01 crore is payable upfront and for the balance Rs.
401.51 crorc. the Company has issucd Optionally Convertible Debentures ('OCD's') to DPS
which arc redecmable in 8 quarterly instalments starting March 2019.

GCEL has also obtaincd provisional Mcga Power status certificate {rom the Ministry of
Power. Gol. and accordingly has availed an cxemption of customs and cxcisc duty against
bank guarantees of Rs. 935.68 crorc and pledge of deposits of Rs. 35.31 crorc. The grant of
{inal mega power status of GCEL was dependent on its achicving tic up for supply of power
for 70% of its installed capacity through the long term power purchasc agreements by way
of competitive bidding and the balance through regulated market within stipulated time (i.c..
March 2022). The management of GCEL is certain of fulfilling the conditions rclating to
Mcga Power status in the foresccable future. pending which cost of customs and excisc duty
has not been included in the cost of the project
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Notes to the unaudited standalone financial results for the quarter and nine months
ended December 31,2018

Further. GCEL was allotted two coal mincs at Gancshpur and Talabira to meet its fucl
requirements. During the period ended September 30. 2017, GCEL has filed writ petition
with Delhi High Court for surrendering both the coal blocks allotted during the year ended
March 31, 2015. The management is of the opinion that in view of the recent decisions by
the Delhi High Court in similar cascs, no adjustments will be required to the carrying value
of investments in connection with the surrcnder of mines.

GCEL had entered into Bulk Power Transmission Agreement (‘BPTA’) with Power Grid
Corporation of India Limited (‘"PGCIL’). per which GCEL was granted Long Term Access
(LTA) of 386MW in Western Region and 430MW in Northern Region. GCEL has written
letters to PGCIL for surrendering these transmission lines and has filed a petition before
Central Electricity Regulatory Commission (CERC) for acceding to GCEL’s request.
During the year ended March 31. 2018. PGCIL operationalized the LTA and issued two
letters calling upon the GCEL to schedule the transfer of power against LTA and establish
a letter of credit failing which rcgulatory action would be initiated. GCEL has filed a petition
before the Delhi High Court against the lctters issued by PGCIL. The Delhi High Court
issued an interim order during the ycar ended March 31, 2018 staying the operation of the
impugned letters till GCEL has the opportunity to approach CERC for such relief and
accordingly GCEL has submitted an application with CERC on October 21. 2017 to restrain
PGCIL from operationalizing LTA and conscquently raising the bill for the same. GCEL
bascd on an internal assessment is of the view that the factors adversely impacting the
supply of power by GCEL is “Force Majcure™ as per BPTA and accordingly, believes that
this will not have financial implications on GCEL.

During the year ended March 31. 2017, under a Framework for Revitalizing Distressed
Assets in the Economy by RBI. (he lenders of GCEL have implemented the Stratcgic Debt
Restructuring Scheme on February 21, 2017 pursuant to which borrowings of GCEL
aggregating to Rs. 2.992.22 crorc (including interest accrucd thercon of Rs. 654.73 crorc)
got converted into cquity shares. The aforesaid conversion has resulted in loss of control by
the Group over GCEL and the Consortium of bankers had taken over 32.38% of the paid up
cquity share capital of GCEL and the bankers have to find a new promoter for GCEL within
the period as prescribed under the scheme. which expired during the ycar ended March 31,
2018. Further, majority of the Iendeérs have reduced interest rates for GCEL. Consequent (o
the SDR as stated above. GCEL ccasced to be a subsidiary of the Company and has been
considercd as an associalc as per the requircment of Ind AS -28. Mcanwhile, RBI issucd a
circular “Resolution ol Stressed Asscts - Revised Framework™ on February 12, 2018, With
this circular, all cxisting [ramcworks for stressed assel resolution including SDR stand
discontinucd and the resolution plan is to be implemented within 180 days from the
reference date, viz.. March 01. 2018. As per the RBI circular dated February 12, 2018 for
resolution of stressed assets stated above. the management including the lenders’ of GCEL.
who also collectively are the majority sharcholders. have initiated a process for “change of
control” of GCEL. which cntails salc of up to 100% cquity stakc of GCEL. The Consortium
ol lenders are in the process ol identifying investors for GCEL so as to revive the operational
and [inancial position of GCEL and has shortlisted prospective investors. with whom
discussions arc currently in progress. As informed by the lenders vide consortium mecting
dated November 28. 2018. the process is in final stages with onc bidder being identificd as
H!1 Qualificd interested bidder. The prospective bid value quoted by the H1 Qualified
mterested bidder is not considered for disclosure in view of confidentiality involved in the
matler. The entire bid process is also pending 100% approval of lenders as required by the

RBI Circular on Resolution of Stressed Asscts — Revised Framework dated February 2.
2018 and dependent on finality of the decision of the Hon ble Supreme Court on the said
circular.
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The management carricd out a valuation asscssment of GCEL during the year ended March
31, 2018 and Scptember 30. 2018 which includes certain assumptions relating to future
revenues, profitability in operation and servicing of its debts which is dependent upon tying
up of its entire gencration capacity at profilable rates through long term and medium term
PPA in a power scarce markel, achicvement of highcer PLF, projected sales mix of PPA,
fuel linkage tie ups, refinancing of existing loans with lower rates of interest with banks,
achicvement of mega power status. successful gains (rom upcoming PPA Bids, successful
outcome of all lcgal disputcs and non-cxtraction of coal from Gancshpur Mincs. Based on
the aloresaid valuation assessment by the external expert and the sensitivity analysis carried
out for some of the aforcsaid assumptions the valuc so determined indicates that there cxists
a further diminution in the valuc of Company’s investment of Rs. 2.258.00 crorc in GCEL
as at Dccember 31, 2018,

GCEL expects the entire process of change in control to be complcted in duc course and is
not in reccipt any further information from the lenders on conclusion of the bidding process
and the approved bid valucs and accordingly. the management is of the view that the
carrying value of the investments in GCEL of Rs. 2.258.00 crore (net of provision for
diminution in the value of investments) as at December 31, 2018 is appropriate and no
conscquential liability would arise on the implementation of the resolution plan with the
lenders for the guarantees/other commitments given by the Company. The statutory auditors
of the Company have qualified their Limited Review Report in this regard.

(d) GMR Warora Encrgy Limited (‘ GWEL). a subsidiary of GEL is engaged in the business
of gencration and salc of clectrical cnergy [rom its coal based power plant of 600 MW
situated at Warora. GWEL has accumulated losses of Rs. 701.35 crore as at December 31,
2018 which has resulted in substantial erosion of GWEL’s nct worth, GWEL has achieved
the COD of Unit I in March 2013 and of Unit Il in September 2013 and has tied up entirc
power supplies capacity with customers and has completed the refinancing of its term and
other loans with the lenders which has resulted in the reduction in the rate of interest and
extended repayment period. GWEL had claimed compensation for various "change in law"
events [rom its customers under the PPAs and had filed petitions with the regulatory
authorities for scttlement of such claims in favour of GWEL. GWEL has trade rcceivables
and unbilled revenue (including claims) of Rs 532.92 crorc and the payment from the
customers against the claims is subslantially pending receipt. Based on certain favourable
interim regulatory orders. the management is confident of a favourable outcome towards
the outstanding rcceivables. Though the net worth of GWEL is substantially croded. the
management of GWEL expects that the plant will gencrate suflicient profits in the future
years and will be able to recover the reccivables and based on business plans and valuation
asscssment by an external expert during the vear ended March 31. 2018, the management
is of the vicw that the carrying value of the investments in GWEL as at December 31, 2018
1s appropriatc.

(¢) GMR Kamalanga Encrgy Limited ("GKEL"). joint venture of GEL is engaged in
development and operation of 3*350 MW under Phasc [ and 1*¥350 MW undcr Phasc I1.
coal bascd power project in Kamalanga village. Orissa and has commenced commercial
opcration of Phase 1 of the project. GKEL has accumulaled losses of Rs. 1.806.90 crorc as
at December 31. 2018, which has resulted in substantial crosion of GKEL's net worth due
Lo opcrational difficultics faced during the carly stage ol its opcerations. GKEL has a fucl
supply agrecment for 500 MW with Mahanadi Coal Ficlds Limited. a subsidiary of Coal
India Limited. Further. GKEL has fuel supply agreement for 493 MW with Shakti Linkage
Pursuant o the-RBeserve Bank of India’s [ramework for revitalizing distressed asscts in the
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amended the rupee term loan agreement on June 29, 2013 and accordingly loan is to be
repaid in 66 quarterly structurcd instalments from October 1. 2017. GKEL has (rade
reccivables and unbilled revenue (including claims) of Rs. 1.036.32 crorc as at December
31. 2018, for various "change in law" ecvents from ils customers under the PPAs and have
filed petitions with the rcgulatory authoritics for scttlement of such claims in favour of
GKEL. The payment from the customers against the claims is substantially pending receipt.
Bascd on certain favourable interim regulatory orders with regard to its petition for “Tari(f
Dctermination’ and ‘Tariff Revision’ with its customers, thc management is confident of a
favourable outcome towards the outstanding receivables of GKEL. In view of these matters,
business plans, valuation assessment by an external expert during the vear ended March 31.
2018, the management is of the view that the carrying value of the investments in GKEL as
at December 31, 2018 is appropriate.

(f) GMR Badrinath Hydro Power Generation Private Limited (‘GBHPL’) a subsidiary ol
GEL is in the process of setting up 300 MW hydro bascd power plant in Alaknanda River,
Chamoli District of Uttarakhand and has incurred Rs. 467.06 crore towards the
development of the project as at December 31, 2018. The Hon'ble Supreme Court of India
('the Court’). while hearing a civil appeal in the matters of Alaknanda Hydro Power
Company Limited, directed vide its order dated May 7, 2014 that no further construction
work shall be undertaken by the 24 projects coming up on the Alaknanda and Bhagirathi
basins until further orders. Further, during the year ended March 31, 2016. Ministry of
Environment Forest and Climate Change (‘MoEF ) has represented to the Supreme Court
of India that of the six hydro projects in Uttarakhand, (wo projects including GBHPL
requires certain design modifications as per the policy stipulations. During the ycar ended
March 31, 2018, the validity of Environmental Clearance ('EC') granicd to GBHPL by the
MOoEF ceascd to exist. Pursuant to an application made by GBHPL. the MoEF vide its Ictter
dated April 17, 2018, proposed to extend the EC granted to GBHPL [or a period of 3 years,
subject to the final outcome of the matter pending before the Court. Based on ils internal
asscssment and a Icgal opinion, the management of GBHPL is confident of obtaining the
requisite clearances and bascd on business plan and a valuation assessment. carricd out by
an external expert during the year ended March 31, 2018, the management of the Company
is of the view that the carrying value of the investments in GBHPL as at December 31.
2018 is appropriatc.

6. The Company through its subsidiary GMR Coal Resources Pte. Limited (|GCRPL’) has
mvestments of Rs. 3.674.41 crore in PTGEMS, a joint venture as at December 31. 2018,
PTGEMS along with its subsidiaries is cngaged in the business of coal mining and trading
activities. The cost of investments 1s significantly higher than the book valuc of asscts of
PTGEMS and includes certain future benefits including Coal Supply Agreement (CSA’)
of GCRPL with PTGEMS whereby GCRPL is entitled to offtake stated quantity of coal as
per the terms of the CSA al an agreed discount. GCRPL has not significantly commenced
the offtake of the coal under the CSA, however an amended CSA has been exceuted during
the year ended March 31. 2018, pursuant to which the supplics have commenced in the
current financial year. Further. during the year ended March 31. 2017. GCRPL had
restructured its loan facility with the lenders wherceby the loan is repavable over a period of
3 vears commencing January 2017, After a significant decline in 2016 and 2017. the coal
prices in the international markets have cxhibited stability during the last few quarters
making the opcrations of the mines more profitable. Though the sharcs of PTGEMS arc
listed on the overscas exchanges. the management is of the view that the quoled prices arc
not reflective of the underlying value of the mincs as in the past few years the shares have
been very thinly traded. Based on these {actors and valuation assessment carried out by an
external expert during the year ended March 31. 2018. the management believes that the
carrving valuc of aforesaid investments in PTGEMS as at Deccember 3 1. 2018 1s appropriate
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7. (a) Bascd on internal assessment of its investments in GMR Highways Linmited (|GMRHL"),
a subsidiary of the Company and other road entitics, the Company made a provision [or
diminution in the valuc of investments / advances of Rs. 2.3035.77 crore as at Deccmber 3 1.
2018 (including Rs. Nil and Rs. 679.09 crore during the ninc months period cnded
December 31. 2018 and ycar ended March 31, 2018 respectively) which was disclosed as
an “exceptional item” in the accompanying standalonc Ind AS financial results of the
Company. As detailed in note 7(b), 7(c) and 7(d), the diminution in valuc has primarily
arisen on account of the diminution in the value of investments / advances in GMR Ambala
Chandigarh Expressways Private Limited (‘GACEPL’), GMR Hydcrabad Vijayawada
Expressways Private Limited (‘GHVEPL’) and GMR Kishangarh Udaipur Ahmedabad
Expressways Limited (‘GKUAEL?’) as detailed below.

(b) The Company along with its subsidiarics has investments (including loans and advances
and other receivables) of Rs. 493.46 crore in GACEPL. GACEPL has been incurring losses
since the commencement of its commercial operations and has accumulated losscs of Rs.
404.95 crorc as at December 31. 2018. The management believes that thesc losscs arc
primarily attributable to the loss of revenue arising as a result of diversion of partial traffic
on parallel roads. The matter is currently under arbitration and the arbitration tribunal has
passed an interim order staying the payment of negative grant till further orders. Based on
an intcrnal asscssment and a legal opinion, the management of GACEPL is confident that
it will be able to claim compensation from relevant authoritics for the loss it has sulfered
duc to such diversion of (ralfic and considering expected future traffic flow, the
management of GACEPL belicves that the carrying value of investments in GACEPL as at
Deccember 31. 2018, 1s appropriate. The statutory auditors of the Company have drawn an
Emphasis of Matter in their Limited Review Report in this regard.

(c) The Company along with its subsidiaries has investments (including loans and advances
and other receivables) of Rs. 924.60 crore in GHVEPL. GHVEPL has been incurring losscs
since the commencement of its commercial operations and has accumulated losses of Rs.
982.90 crorc as at December 31, 2018. The management belicves that these losses arc
primarily duc to loss of revenuc arising as a result of drop in commercial traffic on account
of bifurcation of State of Andhra Pradesh and ban imposcd on sand mining in the rcgion.
The management of GHVEPL bascd on its internal assessment and a legal opinion. belicves
that these cvents constitute a Change in Law as per the Concession Agreement and
GHVEPL is entitled to a claim for losses suffered on account of the aforementioned rcasons
and accordingly [iled its claim for the loss of revenue ill the year ended March 31. 2017
with National Highways Authority of India (‘NHAI"). The claim of GHVEPL was rejected
by NHAI and accordingly during the ycar ended March 31. 2018. GHVEPL has decided to
proceed with arbitration and accordingly Arbitral Tribunal was constituted and claims were
filed. Further. the project was initially developed from cxisting 2 lanes to 4 lanc and will be
(urther developed to 6 laning subsequently (before 14th anniversary of the appointed datc).
116 laning is not carricd out (il so required by NHAI/desired by the GHVEPL). concession
period will be restricted (o 13 vears as against 25 years [rom the appointed date if 6 laning
1s carried out.

During the quarter ended December 31, 2018, NHAI has dirccted GHVEPL (o pay
outstanding additional concession fees of Rs. 372.08 Crore. failurc to which. it will
terminate the concession agreement. GHVEPL has approached the Tribunal to restrain
NHAI from sceking any such recovery/ demand/ claim and/or taking any cocrcive aclion
including termination of concession agreement. till the completion of present arbitration
proceedings. The Tribunal has hecard both the partics and is vet to pronounce the order
Further (he management is cvaluating a rcsolution plan as per the RBI circular on
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“Framcwork on Resolution of Stressed Asscts™ and has informed the lenders towards the
same.

The management of GHVEPL is confident that it will be able to claim compcensation from
the relevant authoritics for the loss it suffcered duc to aforementioned reasons. Accordingly,
bascd on the aforesaid legal opinion, expected future traffic flow over a concession period
of 25 ycars based on valuation asscssment by an external expert and expected compensation
claim inflows. the management of GHVEPL believes that the carrying valuc of investments
in GHVEPL as at December 31, 2018, is appropriate. The statutory auditors of the Company
have drawn an Emphasis of Matter in their Limited Review Report in this regard.

(d) GKUAEL, a subsidiary of the Company had entered into a Concession Agreement with
NHALI for six laning of Kishangarh-Udaipur-Ahmedabad scction of NH 79A, 79, 76 and 8.
Pursuant to non-[ulfillment of the mandatory ‘Conditions Precedent’ specified under the
Conccession Agreement within the due date, GKUAEL had issued a notice to NHAI of its
intention to terminate the Concession Agrecment and the matter was under arbitration.

During the yecar ended March 31, 2017, GKUAEL settled their disputes with NHAI before
the arbitral tribunal after payment of penalty of Rs. 53.87 crore by GKUAEL to NHAIL

In addition. GKUAEL had awarded the EPC contract to GMR Enterprises Private Limited
(*GEPL"), the Holding Company and had given an advance of Rs. 590.00 crore. Pursuant
1o the issue of notice of disputc as stated above, GKUAEL terminated the contract on May
15. 2013, During the vear ended March 31, 2017. GKUAEL settled the termination claims
of the EPC contractors for Rs. 259.00 crorc and the balance of Rs. 331.00 crore was to be
rccovered from GEPL.

8. Bascd on an internal asscssment of its investments in GMR Aviation Private Limited, a
subsidiary of thc Company, the Company had made a provision {or diminution in the value
of its investments of Rs. 110.39 crore as at December 31, 2018,

9. GMR SEZ and Port Holding Private Limited, (|GSPHPL’). a subsidiary of the Company
has ivestment in certain step down subsidiarics which holds investment properties. The
Company has considered (air value of its investments in GSPHPL as decmed cost under Ind
AS 101 ‘First-time Adoption of Indian Accounting Standards’ and accordingly, based on
the valuation asscssment done by an external expert as per the requirements of Ind AS, the
Company has adjusted Rs. 734.70 crore to the carrying valuc of its investments in GSPHPL
reported under the previous GAAP in its opening balance shecet as at April 1, 2015 prepared
under Ind AS with a consequent increasc in Other Equity. During the ycar ended March 31.
2018. based on the valuation asscssment of GSPHPL including its subsidiaries carricd out
by an cxternal expert. the Company had made a provision for diminution in the valuc of
investments of Rs. 86.99 crore as at March 31, 2018 which was included as an ‘exceptional
item” in the accompanying standalone Ind AS financial results of the Company (or the ycar
cnded March 31. 2018,

10. The Company along with its subsidiaries, associates and joint ventures have incurred losses
primarily on account of losscs in the energy and highway scctor as detailed in note 5 and 7
above with a consequent crosion ol its networth and lower credit ratings for some ol its
borrowings. Management is taking various initiatives including monctisation of asscts
(including active discussions with investors [or the sale of stake in certain key asscls).
raising [inances from financial institutions and stratcgic investors. refinancing of existing
debt and other strategic intiatives to address the repayment of borrowings and debt
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servicing in the next twelve months and to create sustainable cash (lows. Accordingly, the
financial results continue to be preparcd on a going concern basis, which contcmplates
rcalisation of current asscts and scttlement of current liabilities in an orderly manner.

11. Ind AS 115 Revenue from Contracts with Customers, mandatory for reporling periods
beginning on or after April 1, 2018. replaces existing revenuc recognition
requirements. Under the modificd retrospective approach therc were no significant
adjustments required to the rctained carnings at April 1. 2018. Also. the application of Ind
AS 115 did not have any significant impact on recognition and measurement of revenue and
related items in the unaudited standalone Ind AS financial results.

12. During the quarter ended December 31, 2018, GMR Infrastructurc (Mauritius) Limited
(‘GIML’), wholly owned subsidiary of the Company has bought back 139,314,000 equity
shares of USD 1 each from the Company for a consideration of Rs. 1.623.37 crore. Pursuant
to the aforesaid transaction, the Company has rccognised a gain of Rs. 967.84 crore. The
same has been disclosed as ‘exceptional item’ in the financial results of the Company for
the quarter and nine months period ended December 31. 2018.

13. During the quarter ended December 31, 2018, the Company has sold:

a) 88,405,234 equity share of GMR Mcgawide CEBU Airport Corporation of PHP 1 cach
to GMR Airports International B.V. for a sale consideration of Rs. 71.23 crore and has
recognised a gain of Rs. 59.20 crorc and

b) 032,566 cquity sharc of GAL of Rs. 10 cach to certain Private Equity Investors for a
sale consideration of Rs. 10.00 crorc and has rccognised a gain of Rs. 8.74 crore.

The aforesaid gains have been disclosed as “exceptional item’ in the (inancial results of the
Company for the quarter and nine months period ended December 31, 2018,

14. Other operating incomc includes interest income. dividend income, income from
management and other scrvices and profit on sale of current investments considering that
the Company undertakes investment activilics.

15. The unaudited standalone Ind AS financial results of the Company for the quarter and nine
months cnded December 31. 2018 have been reviewed by the Audit Committee in their
meeting on February 13. 2019 and approved by the Board of Dircclors in their meeting on
February 14, 2019.

16. The statutory audilors of the Company have carricd out a Limited review of the unaudited
Ind AS standalonc financial results for the quarter and nine months ended December 31.
2018.
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17.Previous quarter / period / year’s figures have been regrouped/ reclassified, wherever
necessary to confirm to current period’s classification.

For GMR Infrastructure Limited

Y

Srinivas Bommidala
Director [P e

New Delhi
February 14, 2019






