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IL&FS INVESTMENT ADVISORS LLC

COMMENTARY OF THE DIRECTORS
FOR THE YEAR ENDED 31 MARCH 2016

The directors present their report and the audited financial statements of
IL&FS Investment Advisors LLC (the “Company™) for the year ended 31 March 2016.

PRINCIPAL ACTIVITY

The principal activity of the Company is to provide investment management services to IL&FS
India Realty Fund LLC (“Fund I?), Tara India Fund I, LLC (“Tara 1II™), IL & FS India
Realty Fund II LLC (*Fund II”"), K2 Property Limited (“K2), Saffion India Real Estate Fund I
(“SIREF I™), Tara India Fund IV LLC (“Tara IV} and the Special Purpose Vehieles of Fund [,
Fund Il and Tara IIL It also acts as coordinator to Yatra Capital Limited.

RESULTS

The results for the year are shown in the Statement of Profit or Loss and Other Comprehensive
Income and related notes.

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

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 International Financial Reporting Standards have been followed,
subject to any material departures disclosed and explained in the financial statements; and

. prepare the financial statements on the going concern basis unless it is mappropriate 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 Mauritius 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

The auditor, Deloitte, has indicated its willingness to continue in office until the next Annual
Meeting.

[U%]



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 of IL&FS Investment Advisors LLC under the
Mauritius Companies Act 2001 during the financial year ended 31 March 2016.

For International Financial Services Limited
Secretary

Registered Office:

IFS Court
Bank Street
TwentyEight
Cybercity
Ebene 72201
Mauritius

Date: 29 April 2016



D I i tt
e ol e ® 7th floor, Standard Chartered Tower

19-21 Bank Street
Cybercity
Ebéne 72201
Mauritius
Independent Auditor’s Report to the shareholder of
IL&FS Investment Advisors LLC

This report is made solely to the Company’s shareholder as a body, in accordance with the Mauritius Companies Act 2001. Qur
audit work has been undertaken so that we might state to the Company's shareholder those matters we are required fo state to
the shareholder in the auditor's report and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the Company's shareholder as a body, for our audit work, for this report, or for the
opinions we have formed.

Report on the financial statements.

We have audited the financial statements of IL&FS Investment Advisors LLC on pages 6 to 38 which comprise the statement of
financial position at 31 March 2016 and the statement of profit or loss and other comprehensive income, statement of changes in
equity and statement of cash flows for the year then ended and a summary of significant accounting policies and other
explanatory information.

Directors’ responsibilities for the financial statements

The directors are responsible for the preparation and fair presentation of these financial statements in accordance with the
requirements of the Mauritius Companies Act 2001 in so far as applicable to Category 1 Global Business Licence companies as
described in note 3(a) to the financial statements. They are also responsible for such internal control as they determine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s responsibility

Qur responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with International Standards on Auditing. Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity's preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion

In our opinion, the financial statements on pages 6 to 38 give a true and fair view of the financial position of

IL&FS Investment Advisors LLC as at 31 March 2016, and of its financial performance and cash flows for the year then
ended in accordance with the requirements of the Mauritius Companies Act 2001 in so far as applicable to Category 1 Global
Business Licence companies as described in note 3(a).

Basis of preparation

Without modifying our opinion, we draw attention to note 3(a) to the financial statements, which describes the basis of
preparation of the financial statements in accordance with the requirements of the Mauritius Companies Act 2001 in so far
applicable to Category 1 Global Business Licence companies.

Report on other legal requirements
In accordance with the requirements of the Mauritius Companies Act 2001, we report as follows:

* we have no relationship with, or interests in, the Company other than in our capacity as auditor;
we have obtained all information and explanations that we have required; and

e in our opinion, proper accounting records have been kept by the Company as far as appears from our examination of
those records.

[ . 5

et W
Deloitte Twaleb Butonkee, FCA
Chartered Accountants Licensed by FRC

29 April 2016



IL&FS INVESTMENT ADVISORS LLC

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MARCH 2016

31 March 31 March
Notes 2016 2015
UsD UsD
INCOME

Management and advisory fees 3 (m) 21,509,646 23,747,638
Other income 126,018 247,839
Fee income 33,084 37,705
21,668,748 24,033,182

EXPENSES
Advisory fees 10,446,166 11,805,829
Amortisation of intangible asset 7 2,965,350 2,965,348
Staff costs 2,021,691 2,219,732
Other expenses 424,992 663,846
Legal and professional fees 751,467 489,459
Depreciation 48,907 55,225
Impairment of goodwill - 1,774,619
16,658,573 19,974,058
Profit before taxation 5,010,175 4,059,124
Taxation 5 (184,786) (214,250)
Profit and total comprehensive income for the year 4,825,389 3,844,874

The notes on pages 10 to 38 form an integral part of these financial statements



IL&FS INVESTMENT ADVISORS LLC

STATEMENT OF FINANCIAL POSITION
AT 31 MARCH 2016

Notes
ASSETS
Non-current assets
Available-for-sale investments 6
Intangible assets 7
Property, plant and equipment 8
Current assets
Trade and other receivables 9
Cash and cash equivalents 10
Total assets
EQUITY AND LIABILITIES
Capital and reserves
Stated capital 11
Redeemable participating shares 12
Retained earnings
Total equity
Non-current liabilities
Provisions 13
Current liabilities
Trade and other payables 14
Taxation 5

Total equity and liabilities

31 March 31 March
2016 2015

USD UsSDh

2,004 2,004
20,295,411 23,260,761
234,066 273,098
20,531,481 23,535,863
10,032,309 13,108,118
7,218,619 2,185,877
17,250,928 15,293,995
37,782,409 38,829,858
57,000 57.000
1,000 1,000
35,641,209 33,815,820
35,699,209 33,873,820
698,291 598,753
698,291 598,753
1,341,593 4,271,806
43,316 85,479
1,384,909 4,357.285
37,782,409 38,829,858

Approved by the Board of Directors and authorised for issue on 29 April 2016.

2

Director

The notes on pages 10 to 38 form an integral part of these financial statements.



IL&FS INVESTMENT ADVISORS LLC

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2016

Asat | April 2014

Profit for the year and total
comprehensive income

Payment of dividend
As at 31 March 2015
As at 1 April 2015

Profit for the year and total
comprchensive income

Payment of dividend

At 31 March 2016

Redecmable
Stated Participating Retained
Capital Shares Earnings Total
Note UsD usD usD usD
57,000 1,000 32,470,946 32,528,946
- - 3,844,874 3,844,874
17 - - {2,500,000) (2,500,000)
57,000 1,000 33,815,820 33,873,820
57,000 1,000 33,815,820 33,873,820
- - 4,825,389 4,825,389
17 - - (3,000,000) (3,000,000}
57,000 1,000 35,641,209 35,699,209

The notes on pages 10 to 38 form an integral part of these financial statements.



IL&FS INVESTMENT ADVISORS LLC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 MARCH 2016

Cash flows from operating activities
Profit before taxation

Exchange difference

Amortisation of intangible assets
Impairment of goodwill

Depreciation

Reversal of provision for doubtful debts
Working capital adjustments:
Decrease in trade and other receivables
Increase in provisions

Decrease in trade and other payables
Cash inflows from operating activities
Payment of tax

Net cash flows generated from operating activities

Casht flows from investing activities

Payment for acquisition of property, plant and equipment
Receipt on distribution from Trust

Net cash (used in) / generated from investing activities

Cash flows from financing activities
Payment of dividend
Net cash used in financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year

The notes on pages 10 to 38 form an integral part of these financial statements.

Notes

31 March 31 March
2016 2015

USD UsD
5,010,175 4,059,124
90) 26
2,965,350 2,965,348
- 1,774,619

48,907 55,225
(23,578) (8,063)
3,099,387 2,935,962
99,538 113,444
(2,930,213) (7,923,391)
8,269,476 3,972,204
(226,949) (177,674)
8,042,527 3,794,620
(9,785) (11,293)

- 350,000

(9,785) 338,707
(3,000,000) {2,500,000)
{3,000,000) (2,500,000)
5,032,742 1,633,327
2,185,877 352,550
7,218,619 2,185,877




IL&FS INVESTMENT ADVISORS LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2016

I.

GENERAL

The Company was incorporated in Mauritius under the Mauritius Companies Act 2001 on
31 January 2006 as a private company with liability limited by shares and holds a Category
1 Global Business Licence issued by the Financial Services Comunission. The Company has
its registered office and its principal place of business is at IFS Court, Bank Street,
TwentyEight, Cybercity, Ebene 72201, Mauritius.

The principal activity of the Company is to provide investment management services to
Fund I, Tara III, Fund II, K2, SIREF I, Tara I'V and the Special Purpose Vehicles of Fund 1,
Fund II and Tara I1I. In addition, it also acts as coordinator for Yatra Capital Limited.

The Company has a branch office in the Dubai Multi Commodity Centre, one of the Free
Trade Zones in Dubai.

These separate financial statements of the Company are expressed in United States Dollars
(“USD™). The Company's functional currency is the USD, the cumrency of the primary
economic environment in which the Company operates.

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs”)

The Company has adopted all of the new and revised Standards and Interpretations issued
by the International Accounting Standards Board (“IASB”) and International Financial
Reporting Interpretations Committee (“IFRIC™) of the TASB that are relevant to its
operations and effective for accounting periods beginning on 1 April 2015 and that the
adoption of the above mentioned, other than amendment to [AS 24 Related Party
Disclosures, whereby the definition of a related party has been extended to include a
management entity that provides key management personnel services to the reporting entity,
which has been taken into consideration in note 16 of these financial statements, had no
material effect on the financial statements.

2.1 New and revised standards in issue but not yet effective
At the date of authorisation of these financial statements, the following relevant Standards

were in issue but effective on annual periods beginning on or after the respective dates as
indicated:

IAS 1 Presentation of financial statements — Amendments resulting from disclosure
nitiative (effective 1 January 2016)

IAS 7 Statement of cash flows — Amendments as result of the Disclosure initiative
{effective 1 January 2017)

1IAS 12 Income Taxes — Amendments regarding the recognition of deferred tax assets
for unrealised losses (effective 1 January 2017)

[IAS 16 Amendments regarding the clarification of acceptable methods of depreciation

and amortisation {effective 1 January 2016)
IAS 16 Amendments bringing bearer plants into the scope of 1AS 16 (effective 1
January 2016)

10



IL&FS INVESTMENT ADVISORS LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2016

2.

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs™) (CONTINUED)

2.1 New and revised standards in issue but not yet effective (continued)

IAS 19

1AS 27

1AS 38

[AS 39

IFRS 7

IFRS 7

IFRS 7

IFRS 9

IFRS 10

IFRS 10

IFRS 12

IFRS 15

IFRS 15

Employee Benefits — Amended resulting from September 2014 Annual
Improvement to IFRSs (effective 1 January 2016)

Separate Financial Statements — Amendments reinstating the equity method as
an accounting option for investments in subsidiaries, joint ventures and
associates in an entity’s separate financial statements (effective 1 January 2016)
Amendments regarding the clarification of acceptable metheds of depreciation
and amortisation (effective 1 January 2016)

Financial Instruments: Recognition and Measurement - Amendments to permit
an entity to elect to continue to apply the hedge accounting requirements in IAS
39 for a fair value hedge of the interest rate exposure of a portion of a portfolio
of financial assets or financial liabilities when IFRS 9 is applied, and to extend
the fair value option to certain contracts that meet the ‘own use' scope exception
(effective 1 January 2018)

Financial Instruments: Disclosures - Amendments resulting from September
2014 Annual Improvements to IFRSs {effective 1 January 2016)

Financial Instruments: Disclosures - Additional hedge accounting disclosures
(and consequential amendments) resulting from the introduction of the hedge
accounting chapter in IFRS 9 {effective 1 January 2018)

Financial Instruments: Disclosures - Deferral of mandatory effective date of
IFRS 9 and amendments to transition disclosures (effective 1 January 2018)
Financial Instruments - Finalised version, incorporating requirements [or
classification and measurement, impairment, general hedge accounting and
derecognition (effective 1 Januvary 2018)

Consolidated Financial Statements - Amendments regarding the application of
the consolidation exception (effective 1 January 2016)

Amendments regarding the sale or contribution of assels between an investor
and its associate or joint venture (deferred indefinitely)

Disclosures of Interests in Other Entities - Amendments regarding the
application of the consolidation exception (effective 1 January 2016)

Revenuve from Contracts with Customers - Original issue (Applies to an entity's
first annual IFRS financial statements) (effective 1 January 2018)

Clarifications to IFRS 15 — Revenue from Contracts with Customers issued
(effective 1 January 2018)

The directors anticipate that these IFRSs will be applied on their effective dates in future
pericds. The directors have not yet assessed the potential impact of the adoption of these
amendments.



IL&FS INVESTMENT ADVISORS LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THL YEAR ENDED 31 MARCH 2016

3.

SIGNIFICANT ACCOUNTING POLICIES

These separate financial statements have been prepared in accordance with and comply 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 cut below.

(a) Basis of preparation

The Company is the holder of a Category | Global Business Licence and in accordance with
the Fourteenth Schedule of the Mauritius Companies Act, Section 12, the Company may not
prepare group financial statements as it is a whoelly owned subsidiary of a company
incorporated outside Mauritius. The basis of preparation of these financial statements
complies with International Financial Reporting Standards (IFRS) and interpretations issued
by the International Accounting Standards Board (IASB), except for Consolidated Financial
Statements. Investments of the Company have been classified as Available for Sale (“AFS™)
under JAS 39. The financial statements have been prepared on a historical cost and the
going concern basis, which assumes that the Company will continue in operational existence
for the foreseeable future.

(h) Investments

Investments that the Company intends to hold for an indefinite period of time are classified
as available-for-sale. These are included in non-current assets unless management has
expressed its intention of holding the investment for less than twelve months from the
reporting period, in which case they are mcluded in current assets.

Management decides the appropriate classification of its investments at the time of the
i=1
purchase and re-evaluates the classification on a regular basis.

All purchases and sales of investiments are recognised on the trade date, which is the date
that the Company commits to purchase or sell the assets. The available-for-sale financial
assets do not have a quoted market price in an active market and their fair value cannot be
reliably measured and in that respect they are measured at cost less any identified
impairment losses at the end of each reporting period.

(c) Intangible assets

The intangible assets have been acquired during the business combination of 2010. They
have been recognised separately from goodwill and recognised at the fair value at
acquisition date {which is regarded as their cost). Subsequent to initial recognition, the
intangible assets are reported at cost less accumulated amortization and impairment losses.
Amortisation is recognised on a straight-line basis over their estimtated useful lives. The
estimated useful life and amortisation method are reviewed at the end of each reporting
period with the effect of any changes in estimate being accounted for on a prospective basis.

12



IL&FS INVESTMENT ADVISORS LLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2016

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(c) Imtangible assets (continued)

Management and advisory contracts acquired by the Company are amortised on a straight line
basis over the estimated useful life of such contracts as follows:

Category of Asset Estimated Useful
Life from date of contract
(in years)

Management and advisory contracts 8 to 16 years

The intangible asset will be derecognised upon disposal or when no future economic
benefits are expected from its use or disposal. The gain/loss arising from the derecognition
of the mtangible asset will be recognised in the statement of profit or loss and other
comprehensive income.

{d) Business combination

Acquisitions of businesses are accounted for using the acquisition method. The
consideration transferred in a business combination 1s measured at fair value, which is
calculated as the sum of the acquisition-date fair values of the assets transferred by the
Company, liabilities incurred by the Company to the former owners of the acquiree and the
equity mterests 1ssued by the Company in exchange for control of the acquiree. Acquisition-
related costs are generally recognised in statement of profit or loss and other comprehensive
income as incuwred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are
recognised at their fair value at the acquisition date.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount
of any non-controlling interests in the acquiree, and the fair value of the acquirer’s
previously held equity interest in the acquiree (if any) over the net of the acquisition-date
amounts of the identifiable assets acquired and the liabilities assumed. If, after reassessment,
the net of the acquisition-date amounts of the identifiable assets acquired and liabilities
assumed exceeds the sum of the consideration transferred, the amount of any non-
controlling interests in the acquiree and the fair value of the acquirer's previously held
interest in the acquiree (if any), the excess is recognised immediately in statement of profit
or loss and other comprehensive income as a bargain purchase gain.



IL&FS INVESTMENT ADVISORS LLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2016

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(d} Business combination (continued)

Non-controlling interests that are present ownership interests and entitle their holders to a
proportionate share of the entity's net assets in the event of liquidation may be initially
measured either at fair value or at the non-controlling interests' proportionate share of the
recognised amounts of the acquiree's identifiable net assets. The choice of measurement
basis is made on a transaction-by-transaction basis. Other types of non-controlling interests
are measured at fair value or, when applicable, on the basis specified in another IFRS.

When a business combination is achieved in stages, the Company’s previously held equity
interest in the acquiree is re-measured to fair value at the acquisition date {i.e. the date when
the Company obtains control) and the resulting gain or loss, if any, is recognised in
staternent of profit or loss and other comprehensive income,

Amounts arising from interests in the acquiree prior to the acquisition date that have
previously been recognised in other comprehensive income are reclassified to statement of
profit or loss and other comprehensive income where such treatment would be appropriate if
that interest were disposed of.

If the initial accounting for a business combination is incomplete by the end of the reporting
period in which the combination occurs, the Company reports provisional amounts for the
items for which the accounting is incomplete, Those provisional amounts are adjusted
during the measurement period (see above)}, or additional assets or liabilities are recognised,
to reflect new information obtained about facts and circumstances that existed at the
acquisition date that, if known, would have affected the amounts recognised at that date.

(e) Goodwill

Goodwill arising on an acquisition of a business is carried at cost as established at the
acquisition date of the business less accumulated impairment losses, if any. For the purpose
of impairment testing, goodwill is allocated to each of the Company’s cash generating units
that is expected to benefit from synergies of the combination.

A cash-generating unit to which goodwill has been allocated is tested for impairment
annually, or more frequently when there is an indication that the unit may be impaired. If
the recoverable amount of the cash-generating unit is less than its carrying amount, the
impairment loss is allocated first to reduce the carrying amount of any goodwill allocated
to the unit and then to the other assets of the unit pro rata based on the carrying amount of
each asset in the unit. Any impairment loss for goadwill recognized directly in profit or
loss is not reversed in subsequent periods.

On disposal of the relevant cash-generating uni, the attributable amount of goodwill is
included in the determination of the profit of loss on disposal.

14



IL&FS INVESTMENT ADVISORS LLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2016

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
()  Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and
accumulated impairment losses. Depreciation is charged so as to write off the cost of assets
less their residual values over their estimated useful lives, using the straight-line method as
follows:-

Category of Asset Estimated {seful
Life (in years)

Freehold building 5

Motor Vehicles 4
Furniture 3-5

Office Equipment 3-5
Computer equipment 3-5
Freehold improvements 2-3

The estimated useful lives, residual values and depreciation method are reviewed at the end
of each reporting period, with the effect of any changes in estimate accounted for on a
prospective basis.

Any item of property, plant and equipment is derecognised upon disposal or when no future
economic benefits are expected to arise from the continued use of the asset.

(g) [Foreign currencies

The financial statements are presented in USD which is also the currency of the primary
economic environments in which the Company operates (functional currency). At the end of
each reporting period, monetary items denominated in foreign currencies are retranslated at
the rates prevailing at that date.

Non-monetary items carried at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing at the date when the fair value was determined. Non-
monetary items that are measured in terms of historical cost in a foreign currency are not
retranslated.

Exchange differences on monetary items are recognized in profit or loss in the period in
which they arise except for exchange differences on monetary items receivable from or
payable to a foreign operation for which settlement is neither planned nor likely to occur
(therefore forming part of the net investment in the foreign operation), which are recognized
initially in other comprehensive income and reclassified from equity to profit or loss on
repayment of the monetary items.



IL&FS INVESTMENT ADVISORS LL.C

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2016

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(h) Taxation
Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from
‘profit before tax’ as reported in the statement of profit or loss and other comprehensive
income because of items of income or expense that are taxable or deductible in other years
and items that are never taxable or deductible. The Company’s liability for current tax is
calculated using tax rates that have been enacted or substantively enacted by the end of the
reporting period.

Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets
and Habilities in the financial statements and the corresponding tax bases used in the
computation of taxable profit. Deferred tax liabilities are generally recognised for all taxable
temporary differences. Deferred tax assets are generally recognised for all deductible
temporary differences to the extent that it is probable that taxable profits will be available
against which those deductible temporary differences can be utilised. Such deferred tax
assets and liabilities are not recognised if the temporary difference arises from the initial
recognition {other than in a business combination} of other assets and liabilities in a
transaction that affects neither the taxable profit nor the accounting profit. In addition,
deferred tax liabilities are not recognised if the temporary difference arises from the initial
recognition of goodwill.

Deferred tax liabilities are recognised for taxable temporary differences associated with
investments in subsidiaries and associates, and inferests in joint ventures, except where the
Company is able to control the reversal of the temporary difference and it is probable ihat
the temporary difference will not reverse in the foreseeable future. Deferred tax assets
arising from deductible temporary differences associated with such investments and
interests are only recognised to the extent that there will be sufficient taxable profits against
which to utilise the benefits of the temporary differences and they are expected to reverse in
the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period
and reduced to the extent that it is no longer probable that sufficient taxable profits will be
available to allow all or part of the asset to be recovered.

Deferred tax liabilities and assets are measured at the tax rates that are expected to apply in
the period in which the liability is settled or the asset realised, based on tax rates {and tax
laws) that have been enacted or substantively enacted by the end of the reporting period.



IL&FS INVESTMENT ADVISORS LLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2016

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(h)  Taxation (continued)
Deferred tax (continued)

The measurement of deferred tax liabilities and assets reflects the tax consequences that
would follow from the manner in which the Company expects, at the end of the reporting
period, to recover or settle the carrying amount of its assets and liabilities.

Current and deferred tax for the year

Current and deferred tax recognised in the statement of profit or loss and other
comprehensive income except when they relate to items that are recognised in the other
comprehensive income or directly related in equity.

(i) Loans and receivables

Loans and receivables (including trade and other receivables, bank balances and cash) are
measured at amortised cost using the effective interest method, less any impairment. An
allowance for doubtful receivables is made when there is objective evidence that the
Company will not be able to collect all amounts due according to original terms of
receivables. Bad debts are written off when identified.

G)  Stated capital

Ordinary shares are classified as equity. Redeemable participating shares are redeemable at
the option of the issuer and are shown as equity until the obligation to redeem such shares
arises, at which time they will be classified as liabilities.

(k) Payables

Payables are recognised initially at fair value and subsequently stated at amortised cost. The
difference between the proceeds and the amount payable is recognised over the period of the
payable using the effective interest method.

(1) Cash and cash equivalents

Cash comprises cash at bank. Cash equivalents are short term, highly liquid investments that
are readily convertible to known amounts of cash and which are subject to an insignificant
risk of change in value.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCII 2016

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(m} Revenite recognition

Management/advisory fees are recognized on the accrual basis unless collectability is in
doubt. Revenue from time and material contracts is recognised at the coniractual rates. The
management/advisory fees are calculated based on the terms specified in the management
agreements and advisory agreements.

(n} Interest income

Interest income from a financial asset is recognized when it is probable that the economic
benefits will flow to the Company and the amount of income can be measured reliably.
Interest income 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.

(o) Expense recognition

All expenses are accounted for in the statement of profit or loss and other comprehensive
income on the accrual basis.

fn) Related parties

Related parties are individuals and companies where the individual or company has the
ability, directly or indirectly, to control the other party or exercise significant influence over
the other party in making financial and operating decisions. Related parties include a
management entity that provides key management personnel services to the Company.

{q) Provisions

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

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

When a provision is measured using the cash flows estimated to settle the present obligation,
its carrying amount is the present value of those cash flows {when the effect of the time value
of money is material).

When some or all of the economic benefits required to settle a provision are expected to be

recovered from a third party, a receivable is recogmised as an asset if it 1s virtually certain that
reimbursement will be received and the amount of the receivable can be measured reliably.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(r)  Financial instruments

Financial assets and financial liabilities are recognised when the Company becomes a party
to the contractual provisions of the instruments.

Financial Assets

Financial assets are classified into the following categories: financial assets ‘at fair value
through profit or loss’ (“FVTPL™), ‘held-to-maturity” investments, ‘available-for-sale’
(“ATFS™ financial assets and Joans and receivables. The classification depends on the nature

and purpose of the financial assets and is determined at the time of initial recognition.

Effective interest method

The effective interest method 1s a method 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 and 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 asset, or, where
appropriate, a shorter period, to the net carrying amount on initial recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. Loans and receivables (including trade and
other receivables, bank balances and cash) are measured 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.

Available-for-sale financial assets

AFS financial assets are non-derivatives that are either designated as AFS or are not
classified as (a) loans and receivables, (b) held-to-maturity or (c) financial assets at fair
value through profit or loss.

AFS equity investiments that do not have a quoted market price in an active market and
whose fair value cannot be reliably measured and derivatives that are linked to and must be
settled by delivery of such unquoted equily investinents are measured at cost less any
identified impairment losses at the end of each reporting period.
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3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
() Financial instriments {continued)
Financial Assets (continued)

Available-for-sale financial assets {(continued)

Purchases and sales of financial assets are recognised on trade-date, the date on which the
Company comniits to purchase or sell the asset.

When an AFS financial asset is comsidered te be impaired, cumulative gains or losses
previously recognised in other comprehensive income are reclassified to profit or loss in the

period.

Derecognition of financial assets

The Company derecognises a financial asset when the contractual rights to cash flows from
the asset expire or when it transfers the financial asset and substantially all the risks and
rewards of ownership of the asset to another party. If the Company neither transfers nor
retains substantially all the risks and rewards of ownership and continues to control the
transferred asset, the Company recognises its retained interest in the asset and an associated
liability for amounts it may have to pay. If the Company retains substantially all the risks
and rewards of ownership of a transferred financial asset, the Company continues to
recognise the financial asset and also recognises a collaterised borrowing for the proceeds
received.

On derecognition of a financial asset in its entirety, the difference between the asset’s
carrying amount and the sum of the consideration received and receivable and the
cumulative gain or loss that had been recognised in other comprehensive income and
accumulated in equity is recognised in profit or loss.

On derecognition of a financial asset other than in its entirety, the Company allocates the
previous carrying amount of the financial asset between the part it continues to recognise
under continuing involvement and the part it no longer recognises on the basis of the
relative fair values of those parts on the date of the transfer. The difference between the
carrying amount allocated to the part that is no longer recognised and the sum of the
consideration received for the part no longer recognized and any cumulative gain or loss
allocated to it that had been recognised in other comprehensive income is recognised in
profit or loss. A cumulative gain or loss that had been recognised in other comprehensive
income is allocated between the part that continues to be recognised and the part that is no
longer recognised on the basis of the relative fair values of those parts.

20



IL&FS INVESTMENT ADVISORS LLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2016

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(r)  Financial instruments (continued)
Financial Liabilities and equity instruments

Classification as debt or equity

Debt and equity instruments issued by the Company are classified as either financial
liabilities or as equity in accordance with the substance of the contractual arrangements and
the definitions of a financial liability and an equity instrument.

Eqguity instruments

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

Financial liabilities

Financial liabilities are classified as either financial liabilities at ‘FVTPL’ or other financial
liabilities.

Other financial liabilities

Other financial liabilities (including trade and other payables) are subsequently measured at
amortised cost using elfective interest method. The effective interest method is a method of
calculating the amostised 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 (including all fees and 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 liability or {(where appropriate) a shorter period, to the net
carrying amount on initial recognition.

Derecognition of financial liabilities

The Company derecognises financial liabilities when, and only when, the Company’s
obligations are discharged, cancelled or have expired. The difference between the camying
amount of the financial liability derecognised and the consideration paid and payable is
recognised in profit or loss.
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3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(s)  Impairment of assets

At the end of each reporting period, the Company reviews the carrying amount of its assets
to determine whether there is any indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount of the asset is estimated in order
to determine the extent of the impairment loss, if any, and the carrying amount of the asset
is reduced to its recoverable amount. Where it is not possible to estimate the recoverable
amount of an individual asset, the company estimates the recoverable amount of the cash-
generating unit to which the asset belongs. The estimated useful life and amortisation
method are reviewed at the end of each annual reporting period, with the effect of any
changes in estimate being accounted for on a prospective basis. Intangible assets with
indefinite useful lives and intangible assets not yet available for wuse are tested for
impairment at least annually and whenever there is an indication that the asset may be
impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. In
assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-discount that reflects current market assessments of the time value of money and
the risks specific to the asset for which the estimates of future cash flows have not been
adjusted. If the recoverable amount of an asset is estimated to be less than its camrying
amount, an impairment loss is recognised immediately in statement of profit or loss and
other comprehensive income, unless the asset is carried at a revalued amount in which case
the impairment loss is treated as a revaluation decrease.

(t) Interest expense

Interest on borrowings is recognised in the statement of profit or loss and other
comprehensive income in the pertod in which they are incurred. Transaction costs incured
for the borrowing are amartised over the tenor of the borrowing.

(i} Staff end-of-service benefits

Provision is made for end-of-service gratuity payable to the staff employed in Dubai at the
reporting date in accordance with the local labour laws. This is in relation to the benefits
paid by the Dubai branch to its employees when the latter leaves after successfully
completing the stipulated years of service in the employment contract.

22



IL&FS INVESTMENT ADVISORS LLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2016

4,

CRITICAL ACCOUNTING JUDGEMENTS AND KLEY SOURCES OF
ESTIMATION UNCERTAINTY

In the process of applying the Company’s accounting policies, which are described in note 3,
the directors are required to exercise judgement and also to use estimates and assumptions that
may affect the reported amounts and disclosures in the financial statements. The estimates and
associated assumptions are based on historical experience and other factors that are considered
to be relevant. Actual results may differ as a result of changes in these estimates.

Estimations and assumptions that have a significant effect on the amounts recognized in the
financial statements include:

Impact of the application of IFRS 10

The directors have reassessed the effect of the adoption of IFRS 10 (Consolidated Financial
Statements) during the year and have determined that the Company has control over Saffron
Investment Trust (the “Trust™), incorporated in Mauritius, since the Company is the sole
beneficiary of the Trust. Under IFRS 10, the Company is required to prepare consolidated
financial statements. However, the Company has opted not to consolidate Saffron Investment
Trust on the basis of the exemption available to Companies holding Category 1 Global
Business Licence under the Mauritivs Companies Act 2001.

Determination of functional currency

The determination of functional currency of the Company is critical since recording of
transactions and exchange differences arising during the year are dependent on the
functional currency selected. The directors consider USD as the currency which represents
most faithfully the economic effect of the underlying transactions, events and conditions.
The USD is the currency in which the Company measures its performance and reports its
results, as well as its prime transacting cwrency. It has therefore, been determined that the
functional currency of the Company is USD.

Impairment of intangibles

The value in use for intangibles requires an estimation of future cash flows which involves the
calculation of management and advisory fees based on a percentage of capital raised by K2
and any future funds for which the company would act as investment advisor. The directors
believe that the intangibles are not subject to impainnent in value at the end of the reporting
period on the basis that the Company will continue to eamn management fees from such funds.
The directors believe that the targeted capital of GBP200 million to be raised by the new
funds in July 2016 will be achievable and future economic benefits will accrue to the
Company.
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4,

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY (CONTINUED)

Impairment of intangibles {continued)

In making an assessment whether the intangible assets are tmpaired, the directors have
determined that there has been no change in the useful lives of the intangible assets based on
current information relating to counterparts within the same industry. Also based on mutual
agreement, the Company, SIREF 1 and K2 have agreed to lower management fees and at the
same time the Company has negotiated for a quicker return of cash via an incentive fee
payable by K2 and SIREF I based on amount of cash generated by the portfolic investments
of the latters over a specific period of time. The company is also in the process of launching a
new fund in May 2016 to replace K2 which will generate additional management fees and
based on the assessment of the discounted future cashflows, the directors believe that the
intangibles with a camrying value of USD20,295,411 are not impaired on the basis that the
Company will be earning sufficient management fees from the new fund to cover the carrying
amount of the intangibles.

Useful lives of intangible assets

The useful lives of the management and advisory contracts are principally based on the
funds with finite lives the Company has acquired following the amalgamation. The
Company reviews the estimated usefu] lives of the intangible assets at the end of each
reporting period.

Useful lives of property, plant and equipement

The estimated useful lives, residual values and depreciation method are reviewed at the end
of each reporting period, with the effect of any changes in estimate accounted on a
prospective basis.

Doubtfid debt provisions

Management regularly undertakes a review of the amounts of loans and receivables owed to
the branch either from third parties or from related parties and assesses the likelihood of
non-recovery. Such assessment is based upon the age of the debts, historic recovery rates
and assessed creditworthiness of the debtor. Based on the assessment assumptions are made
as to the level of provisioning required.

Staff end-of-service gratuity

The branch computes the provision for the liability to staff end-of-service gratuity stated at
31 March 2016 USD698,291 (2015: USD598,753), assuming that all employees were to
leave as of the reporiing date. The management is of the opinion that no significant
difference would have arisen had the liability been calculated on an actuarial basis as salary
inflation and discount rates are likely to have approximately equal and opposite effects.
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5.

®

(i1)

TAXATION

Income tax

The Company under current laws and regulations is liable to pay income tax at a rate of
15%. However, the Company is entitled to a tax credit equivalent to the higher of actual
foreign tax suffered or 80% of Mauritius tax payable in respect of its foreign source

income thus reducing its maximum effective tax rate to 3%.

The Company has received a certificate from the Mauritian authorities and believes such
certification is determinative of its resident status for treaty purposes. The tax residence
certificate is renewable each year provided some undertakings / provisions are observed.

For the period under review, the Company holds a valid Tax Residence Certificate,

Gains or profits arising from sale of securities would be exempt from tax in Mauritius
and any dividends and redemption proceeds paid by the Company to its Shareholder

would not attract any withholding tax in Mauritius.

Tax expense

Current tax

Tax liabilit

Balance at beginning of the year

Payment
Charge for the year
Balance at end of the year

2016 2015
USD UsD
184,786 214,250
2016 2015
USD USD
85,479 48,903
(226,949) (177,674)
184,786 214,250
43,316 85479
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5. TAXATION (CONTINUED)

(ii} Tax reconciliation

2016 2015
UsD uspD
Profit before taxation 5,010,175 4 059,124
Tax rate at 15% 751,526 608,869
Tax effect of
-Distribution from Trust not credited to income statement - 52,500
-Taxable proceeds not credited to income statement - 10,500
-Non taxable income - (52,500)
~Unauthorised deduction 172,393 451,877
-Foreign tax credit (739,133) (856,996)
Tax expense 184,786 214,250
6. AVAILABLE-FOR-SALE INVESTMENTS
Country of Principal
Name of company Incorporation % Holding activity
2016 2015
USD USsD
AT COST
1L&FS India Realty Fund LLC  Mauritius  100% of the Class C Fund 1,000 1,000
shares
Tara India Fund [1], LLC Mauritius  100% of the Class C Fund 2 2
and Class D shares
1L & FS India Realty Fund 11 Mauritius  100% of the Class C Fund 1,000 1,000
LLC shares
Tara Feeder Fund Limited Jersey 2 Management Fund 2 2
shares
2,004 2,004

The available-for-sale investments are stated at cost since they represent management
shares which are not entitled to a share of net assets on winding up of the funds but to a
return of nominal capital only and are also not subject to constant fair valuation,

7. INTANGIBLE ASSETS

2016
UsD

Management and Advisory Contracts 20,295,411

2015
USD

23,260,761
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7.

INTANGIBLE ASSETS (CONTINUED)

The initial amount recognized as intangibles represented the fair value of the management
and advisory contracts acquired by the Company in respect of K2 and SIREF I, pursuant to
the amalgamation with Saffron Capital Advisors Limited (“SCAL”) and Saffron Capital
Securities Limited (*SCSL™) with the Company was USD38.7M.

The intangible assets are amortised over the remaining estimated wseful life of such
contracts. The useful lives of the management and advisory contracts of K2 and SIREF 1
had initially been estimated at 16 years and 8 years respectively on the basis of the life of
the funds which are limited life entities.

Due to divestment of K2 planned in the short term, Yatra Capital Limited will launch a new
fund in FY 2016to replace K2. The recoverable amount of the intangible assets is
dependent on the successful launch of the new fund. The directors believe that the targeted
capital of GBP200 million to be raised by the new funds in July 2016 will be achievable
and future economic benefits will accrue to the Company based on steps taken by the
Management towards appointment of appropriate placement agencies and legal counsel and
formation of the structures in raising new funds. On the basis that the Company will
continue to earn management fee income from the new funds in addition to the
management fee income from K2 and SIREFI, the Management has determined that the
carrying value of the intangible assets is fully recoverable and therefore no impairment of
the intangible assets is required following the proposed divestment of K2.

2016 2015
Cost USD usD
Balance at beginning of year 36,813,000 37,163,000
Receipt on distribution from Trust - (350,000}
Balance at end of year 36,813,000 36,813,000
Amortization
Balance at beginning of year 13,552,239 10,586,891
Charge for the year 2,965,350 2,965,348
Balance at end of year 16,517,589 13,552,239
Carrying amount at end of year 20,295,411 23,260,761

Included in the initial cost of intangible assets of USD38,700,000 was an amount of
USD3,500,000 which represented the contribution that the Company made in Saffron
Investment Trust. The Company is the sole beneficiary of Saffron Investment Trust which
is established in Mauritius. The capital contribution is of indefinite life and is not subject
to amortisation. During the year, the Company did not receive any distribution (2015:
USD350,000) from the Trust, The residual amount of contribution held in the Trust
amounied to USD1,650,000 (2015: USDI,650,000) at end of the year. The principal
object of the Trust is to hold assets for the beneficiary.
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8. PROPERTY, PLANT AND EQUIPMENT

Frechald Computer
Frechold Building [ improvements Eguipment Office Equipment Furnifure Maotor Vehidles Tptal
UsDh usD usp ush usn UsD usp
AT COST
At 1 Apnl 2014 340,431 162,184 5111 51518 28,361 227,394 $07.099
Addutions - - 4634 - 6,639 - 15293
Exchangs: dilferarce (kX)) (18) {5) (5} i (26) (90)
AUS] March 2015 340,394 162,166 61,760 51,613 35,001 227568 378,362
ALL Apsil 2015 310394 162,166 61.760 51,613 35,001 227,368 $78.300
Addiions - - 7,399 1122 1.264 - 185
Exchanye difference 3 106 1 - 2 148 4380
At 3i March 2016 30617 162272 65,160 52735 36,267 227,516 888,367
DEPRECIATION
AL Apnl 2014 13816 162,184 50,796 34,805 28,361 200,021 350,43
Charge for the y car 224693 - 1.807 5954 363 180z 53,223
Exchang difference 9) (18) L] {4) 4 (25) {&1)]
Ar 31 March 2015 96,558 102,166 38.599 40755 B8 218,208 405,204
At 1 Apni 2013 96,558 162,166 58,599 40,755 28318 218,208 603,204
Charps for the pened 22643 - +.380 0179 6,510 o105 18507
Exchange: difference o3 166 M 5 19 143 391
At 31 March 2016 119204 162,272 63,013 46,959 35477 07516 634,301
NEIMBOOK YALUE
A3 Mareh 2016 224,353 - 6,457 5776 790 - 234,006
A3 March 2085 M3856 - 3,161 10,358 5083 9,160 275008

The directors have assessed that there is no indication of impairment with respect to these assets.
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9.

(I» TRADE RECEIVABLES

2016 2015

USD UsD

Management fees IL&FS India Realty Fund LLC - 6,223,125

Management fees IL & TS India Realty Fund [T LLC 976,238 -

Management fees Tara India Fund 111, LLC 6,034,938 4237729

Branch trade receivable 2,338,219 1,786,857

Management fees Tara India Fund IV LLC 114,750 23,893

Incentive fees receivable from Saffron India Real Estate - 17,652
FundI

9,464,145 12,289,256

The receivable period is on average from 3 months to one year and no interest is charged on
the trade receivables. The limits and scoring attributed o the above debtors are reviewed
periodically.

Ageing of receivables that are past due but not impaired

31 March 31 March

2016 2015

USD Usp

91-120 days 1,959,833 631,732
121-180 days 316,449 1,010,090
More than 180 days 5,482,359 8,381,010
7,758,641 10,022,832

The directors believe that no provision for doubtful debts is required to be made since the
amounts owed to the Company are from funds under its management/advisory and is bound to
be recovered since the Company has investment management agreemenis/advisory
agreements with such entities. The Company has not recognized any allowance for doubtfu]
debts because there has not been a significant change in the credit quality and the amounts are
considered recoverable.

1I) OTHER RECEIVABLES

2016 2015

UsSDh Ush

Other receivables 388,809 382,695
Advance to Milestone Investiment Advisors LLC ("MIAL™) - 200,000
Deposit/ Advances of Branch 119,641 159,573
Prepayments 59,714 76,594
568,164 818,862

Total Trade and Other Receivables 10,032,309 13,108,118

The other receivables are unsecured, interest free and is repayable on demand.
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i) OTHER RECEIVABLES (CONTINUED)

Other Receivables that are past due and provided {or

Other Receivables
Provision for doubtful debts

31 March 31 March
2016 2015
UsD Uusp

54,646 117,441
{18,632) (34,673)
36,014 32,768

A reconciliation of the movements in the doubtful debt provision account is as follows:

Opening balance
Provisions made during the year
Provisions no longer required

Closing balance

2016 2015
USD USD
34,673 42,736
71,537 -
(23,578) (8,063)
18,632 34,673

An analysis of trade and other receivables considered being impatred due to non-recovery or

perceived difficulty i recovery is as follows:

Gross value
Provision

Carrying value

10. CASH AND CASH EQUIVALENTS

Cash at bank
Cash in hand

31 March 31 March
2016 2015
USD UsD

18,632 34,673
(18.632) (34,673)
2016 2015
Ush USD
7,215,326 2,183,869
3,293 2,008
7,218,619 2,185,877
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11.

12.

13.

14.

STATED CAPITAL

2016 2015
Number UsDh UusD
57,000 Ordinary Shares of USD1 each 57,000 57,000 57,000

The ordinary shares provide the rights to receive distribution and payments on winding up of
the Company and voting rights. Each ordinary share of the Company entitles the holder the
right to vote on any matter to be considered by the shareholders generally. All the ordinary
shares are held by the helding company, IL&FS Investinent Managers Limited (“IIML™),
incorporated in India.

REDEEMABLE PARTICIPATING SHARES

2016 2015
Ush usD
100,000 redeemable participating shares of
USD0.01 each issued on 20 April 2006 1,000 1,000

The redeemable participating shares carry voting rights and are entitled to proceeds on
redemption and distributions. As per the Company’s Constitution, the redeemable
participating shares are redeemable at the option of Company. All the redeemable
participating shares are held by the holding company, IL&FS Investment Managers Limited,
India.

PROVISIONS
2016 2015
USD UsD
Provision for staff end of service gratuity 698,291 598,753

The branch financial statements comprise a provision on account of staff end-of-service
gratuity.

(I) TRADE PAYABLES

2016 2015

usD UsD

Advisory fees payable to - 2,600,000
[L&FS Investment Managers Limited

Advisory fees payable to IIML Asset Advisors Ltd 307,081 344,173

307,681 2,944.173

The advisory fees are payable quarterly in arrears to 1L&FS Investment Managers Limited
and 1ML Asset Advisors Limited pursuant to an Advisory Agreement and the outstanding
advisory fees do not carry any interest.
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14.(I1) OTHER PAYABLES

2016 2015
UsD Ush
Other payables 546,535 699,736
Other provisions - Branch 382,672 406,719
Management fees received in advance 96,655 201,628
Audit fees accrued 8,050 19,550
1,033,912 1,327,633
The amounts due are unsecured, interest free and payable on demand.
Total Trade and Other Payables 1,341,593 4271806

15. FINANCIAL INSTRUMENTS

13.1 Capital risk management

The Company manages its capital to ensure that it will be able to continue as a going concern
while maximising the return to stakeholders through the optimisation of the debt and equity
balance. As part of its capital risk management policies the Company reviews the capital
structure to ensure that it has an appropriate portion of net debt to equity.

The capital structure of the Company consists of redeemable participating shares, stated
capital and retained earnings.

Fairvalues

The carrying amounts of trade and other receivables, cash and cash equivalents, trade and
other payables approximate their fair values,

15. 2 Categories of financial instruments

2016 2015
USD USD
Financial assets
Trade and other receivables 9,909,979 12,965,612
Cash and cash equivalents 7,218,619 2,185,877
Available for sale financial assets 2,004 2.004
17,130,602 15,153,493
Financial liabilities
Provisions and trade and other payables 1,244,938 4,070,178
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15

5.3

154

FINANCIAL INSTRUMENTS (CONTINUED)
Price risk

The Company has invested in the management shares of Tara Feeder Fund Limited and
other classes of shares in Fund I, Tara 111 and Fund II. The shares of the investee
companies are held for strategic rather than trading purposes and are carried at cost as the
fair values are not available.

Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations
resulting in financial loss to the Company. The Company has a policy of only dealing with
credit counterparties as a mean of mitigating the risk of financial loss from defaults. The
carrying amount of trade receivables represents the maximum credit exposure and at the end
of the reporting period was as follows:

2016 2015
USD uspb
Trade receivables 9,464,145 12,289,256

The receivables consist of amounts owed o the Company from funds under its
management/advisory and are bound to be recovered since the Company has investment
management agreements /advisory agreements with such entities.

At the end of the year, the details of the trade receivables were as follows:

2016 2015

USD UsD

Management fees Tara India Fund 1il LLC 63.77% 34.48%

Branch trade receivables 24.70% 14.54%

Management fees Tara India Fund IV LLC 1.21% 0.19%

Management fees IL & FS India Realty Fund II LLC 10.32% -

Management fees IL&FS India Realty Fund LLC - 50.64%

Incentive fees receivable from Saffron India Real Estate - 0.15%
Fund 1

100.00% 100.00%

The credit risk on the above amounts due is limited since the amounts owed to the Company
are from funds under its management/advisory and is bound to be recovered since the
Company has investment management agreements/advisory agreements with the above
entities. The Company does not hold any collateral over these balances. The Company has
not recognized any allowance for doubtful debts because there has not been a significant
change in the credit quality and the amounts are considered recoverable.
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FINANCIAL INSTRUMENTS (CONTINUED)

The Company is not exposed to interest rate risk as the Company does not have any interest
bearing financial assets or liabilities.

15
15.5  Imerest rate risk
15.6  Liguidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations
associated with financial liabilities. The Company maintains sufficient cash to address
any liquidity risk that may arise.

The Board of Directors has overall responsibility for the establishment and oversight of
the Company’s risk management framework.

The Company’s risk management policies are established to identify and analyse the risks
faced by the Company, to set appropriate risk limiis and controls, and to monitor risks
and adherence to limits. Risk management policies and systems are reviewed regularly to
reflect changes in market conditions and the Company’s activities.

Muaturity profile of financial liabilities

2016

Interest 3 months
rate 1-3 months to I year 1-5 years Total
uUsSD UsSD UuspD UsD
Non- interest
bearing
instruments 421,246 823,692 1,244,938
421,246 823,692 1,244,938
2015
Interest 3 months to
rate 1-3 months I year 1-5 years Total
UsSD UsSD UsD UsD
Non- interest
bearing
instruments 3,017,005 1,053,083 4,070,178
3,017,095 1,053,083 - 4,070,178
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15 FINANCIAL INSTRUMENTS (CONTINUED)
15.7  Foreign currency risk

The Company’s financial assets and liabilities are denominated in USD and most
transactions are made in USD. The Company receives management fee income from
K2 Property Limited, a Euro fund in Buros on a half yearly basis in advance whilst the
reporting cutrency of the Company is in USD. However, the exposure to Euro is not
material. The transactions of the Dubai branch are undertaken in UAE Dirhams. The
Company is, therefore, exposed in movement of the USD/AED exchange rate.

5% 5% 3% 3%
Increase Decrease Increase Decrease
AED impact  AED Impact AED Impact AED Imapct
31 March 31 March 31 March 31 March
2016 2016 2015 2015
Effect on:
Financial Assets 129,440 (117,113} 1,022 (923)
Financial Liabilitics 56,893 (51,474) 52,920 (47.880)
Currency profile

The Company's financial assets and liabilities is summarised as follows:

Financial Financial Financial Financial

Assets liabilities Assets liabilities

2016 2016 2015 2015

USDh uUsb UsD uUsD

UAE Dirhams 2,459,365 382,672 2,219,139 406,719
Mauritian Rupee 11,609 - 12,425 -
US Dollars 14,659,028 862,260 12,921,929 3,663,459
Total 17,130,602 1,244,938 15,153,493 4,070,178

Directors have set up a policy to require management of foreign exchange risk against
their functional currency. The Company is required to cover its entire foreign exchange
risk exposure. Foreign exchange risk arises when future commercial transactions or
recognized assets or liabilities are denominated in a cwrrency that is not the entity’'s
functional currency.
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16 RELATED PARTY TRANSACTIONS

The Company is a wholly owned subsidiary of IL&FS Investment Managers Limited
(*“IIML™), which is the holding company.

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

A

Nature of

Name of Rebated Party Rekationship transactions 31 March 31 March
20146 2015
UsD Usb
IL&FS Investment
Managers Limited Advisory fees Opening Balance (2.600,000) {9.419.997)
Payable during the
year (9,100,000} (10,400.003)
Sharchokler? Payments during the
Adviser year 11,700,000 17,220,000
Closing batance ) (2,600,000)
Dividend 3,000,000 2,500,000
[IML Asset Advisors
Limited Opening Balance (344,173 (823,240}
Payable during the
i i _ year {1,346,166) {:.413.351)
Advisor Advisory lees Payments during the
year 1.382.658 1.892.624
Closing balance {307.631) (344.173)
Saflron Investinent Trust Beneficiary as per Receipt on
Trust's tlzed distribution from
Trust - 250.000
\
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16. RELATED PARTY TRANSACTIONS (CONTINUED)

B
Name of Relationship  Nature of Volume of Balance at Volume of Balance at
Reiated transaction transaction 2016 Transaction 2015
Party 2016 2015
Usp usD uspD UsD
[ntermational Administrator, | Professional
Financial Secretary and fees
Services Directorship (Including
Limited director fees) 54,149 ) 50,984 )
[L&FS
Energy
Development | Fellow Consultancy
Company Ltd | subsidiary services - 6,198 179,882 7,454
IL & FS
Global
Financial
Service {(ME) Fellow Consultancy
Eimited subsidiary services 76,294 - - -
IL&FS Global | Feliow Consultancy
Pte Limited subsidiary services 1,774,999 1,599,999 1,111,273 1,111,273
IL&FS
Milestone
Realty
Advisors Pyt Consultancy
Lid Joinl Venture services - 1,210 - 3,763
IL & FS
Maritime
Internationai Fellow Consultancy
FZE subsidiary services 94,840 - 83,324 -
IL&EFS
Investment Key
Advisors Management
{Branclh) Branch Persormel 1,356,205 808,739* 1,463,908 593,759*
31 March 31 March
2016 2015
UsDh usD
* Compensation of key management personnel payable
Remuneration and benefits payable
(included in accruals and other payables) 237,841 104,346
Post-employiment benefits
{inchuded in provision for staff end-of-service benefits) 570,898 489,413
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17.

18.

DIVIDEND

During the vear, the Company declared dividend of USD30 (2015: USD25) per share
amounting to USD3,000,000 (2015: USD2,500,000) to its Redeemable Participating
Shareholder which was paid on 4 February 2016 (2015: 23 January 2015).
CONTINGENT LIABILITIES

2016 2015
USD UsD

Bankers’ letters of guarantee (Branch) ) 4519




